
AY 

3106 N. Big Spring St Ste. 100 
MidJand, TX 79705 
Tel: (432)685-9158 

December 28,2006 

Oxy USA WTP LP 
P. O. Box 4294 
Houston, TX 77210-4294 

RE: Rule 104 Notification to Multiple Operators in Shared Proration Unit 
for Permit to Drill New Well 

Oxy Checker State #2 
1980' FNL & 660' FWL, Unit E 
Sec 8, T19S, R29E, Eddy County, NM 
Turkey Track Canyon 

Dear Sirs: 

Bold Energy, LP is planning to drill the above referenced well on a 320-acre proration unit 
containing the W/2 of Section 8, as shown on the attached plat, which is shared by the 320-acre 
proration unit occupied by the Oxy Checker State #1 and operated by Oxy USA. In compliance 
with New Mexico State Rule 104, addressing multiple operators sharing the same proration unit, 
Bold hereby gives official notification twenty (20) days in advance of submitting the Application 
to Drill to the New Mexico Oil Conservation Division. If no written objection is received to 
Bold Energy, LP within the twenty days of receipt of this notification, the application will be 
submitted. 

An administrative approval may be obtained if non-objection waivers are included with the 
application. Bold Energy, LP respectfully requests that, if you have no objection, you sign 
below and return this tetter at your earliest convenience. If you have any questions, or if there is 
anything I can do to expedite this request, please contact me at (432) 685-9158. Thank you. 

Denise Menoud, Regulatory Specialist 
Gray Surface Specialties, 
Agent for Bold Energy, LP 

Oxy USA WTP, LP has no objection to the 320-acre proration unit assignment to the above well 
drilling appUcation. 

(Signature and Title) (Date) BEFORE THE OIL CONSERVATION COMMISSION 

Santa Fe. New Mexico 

Case No. 13877. . . .Exh ib i t No. 5 

Submi t ted bv: 

°.pi D ENERGY. LP 

Hear ing Date: May 10 . 2007 
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Evans, David (Midland, Texas) 

Subject: 

Importance: 

To: 

From: 
Sent: 

Evans, David (Midland, Texas) 

Thursday, January 04, 2007 7:59 AM 

'Peggy Kerr" 

RE: December 27th election Date 

High 

Tracking: Recipient Read 

'Peggy Kerr" 

Chatwell, Betty Read: 01/04/2007 8:02 AM 

Peggy, we met with Management this morning and subject to Bold acquiring a Termination Agreement from all the 
WIO's of the March 27, 1997 Letter Agreement, OXY will agree, after the termination of the Letter Agreement, to 
operate under the JOA. Once the Letter Agreement is terminated Bold may propose the Checker State #2 well. 
David Evans 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Wednesday, December 27, 2006 2:13 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: December 27th election Date 

Our fax machine is down. Please send fax to Joe's digital fax 224-1054. 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Wednesday, December 27, 2006 2:01 PM 
To: Peggy.Kerr@BoldEnergy.com 
Cc: joseph.castillo@BoldEnergy.com; Bob_Doty@oxy.com 
Subject: RE: December 27th election Date 
Importance: High 

Peggy, I just sent you a fax re-stating OXY's position that the Letter Agreement has not expired and since Bold does 
not have an interest in any "new weil",until after payout, Bold does not have the right to propose therefore, your afe is 
invalid. Having said this, we are waiting on Management to provide us guidance on how to resolve this matter. 
Management should be back in the office January 2...David 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Wednesday, December 27, 2006 11:05 AM 
To: Evans, David (Midland, Texas) 
Cc: 'Joseph Castillo'; Doty, Bob 
Subject: RE: December 27th election Date 

David — Our attorney says the March 27,1997 agreement does not prohibit Bold from proposing wells. 
Bold's attorney agrees the obligations of the March 27,1997 Letter Agreement has been fulfilled and the Letter 
Agreement should be dissolved and additional operations should be under the March 1,1997 JOA. 

We will hold to the November 27 date of the consent/non-consent election of Oxy in our proposal for the Checker 
State # 2 

Let me hear from you asap. We are agreeable to come over and meet with you today. 

05/08/2007 
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Thanks 
Peggy Kerr-Worthington 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Wednesday, December 27, 2006 9:44 AM 
To: Peggy.Kerr@boldenergy.com 
Cc: Joseph.Castillo@boldenergy.com; Bob_Doty@oxy.com 
Subject: RE: December 27th election Date 
Importance: High 

Peggy, as we discussed on December 23, 2006, Bold has no right to propose a well under the Agreement so no 
election is required. Bob and I have to review this matter with Management as soon as they return from Holiday 
vacation the first of January. I will give you a call in as soon as I can this morning. David 

From: Peggy Kerr [mailto:Peggy.Kerr@boldenergy.com] 
Sent: Wednesday, December 27, 2006 9:08 AM 
To: Evans, David (Midland, Texas) 
Cc: Joseph Castillo 
Subject: December 27th election Date 

We need to get together today about the election on the Checker State # 2. 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 



Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Thursday, January 04, 2007 11:04 AM 
To: 'Peggy Kerr" 
Subject: Checker State #2 

Importance: High 

Attachments: Scan001.TIF 

Scan001.TIF (143 
KB) 

Peggy, we oppose this request and stand ready to appear at the NMOCD. If you can get a Termination Letter drafted and 
executed by all the WIO's we can go forward and get this well drilled. I will send you a formal response today. David 

l 
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Sent: Tuesday, January 09, 2007 3:51 PM 
To: Gary Tidmore 
Subject: FW: Oxy->TDC Sec 9 Assignment (Turkey Track) 

~L_T 
I was checking to be SURE that all of the documents had been completed under the Oxy 
F/O. We cannot find in the county records where an assignment of the reversionary interest 
from Oxy into TDC was ever done for Sec. 9 (We found the assignment of reversionary 
interest for Sec. 8 filed in the county records). I know you don't have any of the files, but I 
am once again just asking if your memory recalls this being a pending item. 
Thanks 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

From: Cindy McGill 
Sent: Tuesday, January 09, 2007 2:41 PM 
To: Peggy Kerr 
Subject: Oxy->TDC Sec 9 Assignment (Turkey Track) 

Peggy, 

I went to Caprock Title and did not find anything filed of records from Oxy to 
Threshold for Section 9. One tract book stopped at 1998 for this Section and the next 
book started at 2000. I thought there might be a page missing out of the tract book so 
I asked Caprock to run a name search. Only the E/2 & W/2 Sec 8 assignments came 
up on that search. Caprock was running a list by tract description when I left. She 
said she would call me if something came up on that run. 

I pulled the reels for the Sec 8 assignments and there wasn't an assignment recorded 
for Section 9 with those two assignments. There was an assignment from Oxy to 
Thomas Beall dated February 24 t h 2003 covering Sec 8 & Sec 9. I pulled that reel 
and there wasn't anything filed conveying from Oxy to Threshold around that 
particular document. I made a copy of that document in case you want to look at it. 
It references the assignments from Threshold to Oxy and the Section 8 & 9 leases. It 
looks like Oxy conveyed only 13% to Beall. 

I ' l l let you know if I hear anything back from Caprock. 

Cindy McGill, CPL/ESA 
Landman 
(432) 686-1100 
(432) 686-1104 FAX 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 

Sent: Thursday, January 11, 2007 2:17 PM 

To: Peggy Kerr" 

Subject: RE: Oxy->TDC Sec 9 Assignment (Turkey Track) 

Importance: High 

Peggy, we pulled the file from Houston an no originals exist. Send me your drafts and I will look at them. I 
received Mr. Castillo's letter dated 12-29-06 asserting Bold's rights. Since you are working on a termination 
letter are we going forward where the Checker State #2 can be re-afe'd under the JOA or do I need to get our 
Legal folks to respond? I think we are close to where we both wanted to be, that is where the well can be 
drilled under the JOA? David 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Tuesday, January 09, 2007 5:37 PM 
To: Evans, David (Midland, Texas) 
Subject: FW: Oxy->TDC Sec 9 Assignment (Turkey Track) 

David, I cannot find where an assignment of the reversionary interest has been recorded from Oxy into 
TDC/Monarch/Boles for the Sec. 9 acreage. I found the Sec. 8 Assignments, but nothing in Sec. 9. 

My Tech is preparing the Assignment in same form as Oxy prepared for Sec. 8. There is one difference in 
that there was an assignment into Tom Beal from Oxy for Sec. 9, thus we wiH need for Oxy and Beal to both 
execute the assignment of the reversionary rights into Bold, Monarch/Boles top clean up the title. We found 
paperwork in the file for the date of payout. 

I want to be sure that all documents are recorded prior to my letter to dissolve the March 27,1997 Letter 
Agreement. I have talked to all the parties who would be subject to this Letter Agreement and each has to 
execute a letter to dissolve the agreement. 

Can you have your lease records department review the file and see if there was an Assignment from Oxy 
into TDC, et al for the reversionary interest in Sec. 9. It could have possibly been done and just not sent for 
recordation. 

Thank you for your help. 

Peggy Kerr-Worthington 

From: Gary Tidmore [mailto:g_tidmore@thresholddevelopment.com] 
Sent: Tuesday, January 09, 2007 4:12 PM 
To: Peggy Kerr 

Subject: RE: Oxy->TDC Sec 9 Assignment (Turkey Track) 

Peggy: 

I thought they had been done, but it has been so long since we did them, I cannot be absolutely certain. 

GT 
—Original Message— 
From: Peggy Kerr [mailto:Peggy.Kerr@boldenergy.com] 

05/08/2007 
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Evans, David (Midland, Texas) 

To: 

Cc: 

Sent: 

From: Peggy Kerr [Peggy.Kerr@boldenergy.com] 

Monday, January 15, 2007 1:00 PM 

Evans, David (Midland, Texas) 

Joseph Castillo 

Subject: Oxy Termination Letter 

Attachments: Oxy Termination Letter.doc 

Here is the termination letter. Let me know if you have any changes. 

Also attached are the assignments. Hard copies of these documents will be sent to you upon confirmation of 
your review 

As far as the time clock on the AFE for the Checker State # 2, it has been Bold's position all along that the 
Letter Agreement expired years ago by virtue of the fact that a) both of the Test Wells and both of the 
Option Wells as defined by the farmout were drilled, and b) drilling on these sections ceased well beyond 
the 180 day continuous drilling provision. Bold will give Oxy one more week to make its election (i.e. 

January 22 n d) after which date we will view Oxy as non-consent. This will give Oxy additional time to look 
at the merits of drilling this well. 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 



B O L D E N E R G Y , LP 
418 W. WALL, SUITE 500 
MIDLAND, TEXAS 79701 

MAIN: 432*80-1 IOO 
FAX: 432486-1104 

January 15, 2007 

Mr. David R. Evans 
OXY USA WTP L.P. 
6 Desta Drive, Suite 6000 
Midland, TX 79705 

Mr. Dick Freeh 
Monarch Resources, Inc. 
115 W. 7th Street, Suite 1310 
Fort Worth, Texas 76102 

Mr. Herbert Boles 
223 W. Wall, Suite 825 
Midland, TX 79701 

Mr. Tom Beall 
550 W. Texas, Suite 220 
Midland, TX 79701 

Subject: Termination of Farmout Agreement dated 3/27/97 
Turkey Track - Sec. 8 & 9, T19S, R29E 
Eddy County, NM 

Gentlemen: 

By Agreement ("Agreement") dated March 27,1997, Threshold Development Company, 
Broad Street Financial Company, Leland Hodges and Herbert F. Boles ("Farmors") farmed out 
to Oxy USA Inc. ("Oxy") an interest in Sec. 8, as to all depths below three thousand feet 
subsurface, and Section 9, as to all rights below five thousand feet subsurface, Township 19 
South, Range 29E, Eddy County, New Mexico. The Agreement required Oxy to commence 
drilling operations on the referenced lands subject to a continuous development obligation. 
The Parties named above are the original parties to that Agreement. 

The successors and assigns to the March 27,1997 Agreement are currently Bold Energy 
LP, Monarch Resources, Inc. and Herbert F. Boles. 

Oxy conveyed an interest into Tom Beall subject to the March 27, 1997 Agreement 
which is recorded in Vol. 506, Page 1175 in the records of Eddy County, New Mexico. 



January 15,2007 
Page 2 
OXY USA WTP L.P. 

The obligation wells have been drilled and completed. The reversionary interest into 
the Farmors have been exercised years prior to the date of this letter. 

The Parties have made and delivered all assignments and transfers of interest in the 
leases and lands that are the subject of the Agreement, with the exception of the two 
assignments attached hereto as Exhibit A. 

It is the belief of Bold that Oxy reassigned to Threshold, et al its reversionary interest in 
Sec. 9 as required under paragraph 21 of the March 27, 1997 Agreement, but for some 
unknown reason documents were never filed in the records of the state or county. Bold has 
prepared the Exhibit A documents and request the execution of these documents by Oxy and 
Thomas M. Beall. Bold will record the documents. 

The Parties have determined that the purpose of the Agreement no longer exists, and, 
notwithstanding any provision in the Agreement to the contrary, desire to terminate the 
Agreement. 

For adequate consideration, the Parties named above, being all parties in interest to the 
Agreement, or their successors and assigns, hereby terminate the Agreement and each of them 
release one another from any and all obligations created by the Agreement, and extinguish all 
rights created by the Agreement from and after the Effective Date stated above. 

If you concur the obligations have been satisfied under this agreement, we ask for you 
to please execute two (2) copies of this letter, in the space provided below, and return the same 
to the attention of Peggy Kerr-Worthington. This Letter may be executed in any number of 
counterparts, no one of which need bear the signatures of all of the parties, but any one of 
which will constitute an original hereof for all purposes. 

OXY USA WTP L.P. Monarch Resources, Inc. 

Herbert Boles Thomas M. Beall 

Bold Energy LP 

Joseph Castillo 
President of Bold Energy, LP 



Exhibit "A' 

Attached to that certain Letter dated January 11,2007 between Oxy, et al and Bold Energy, LP 
covering assignments of reversionary interest for lands in Sec. 9, T19S, R29E, Eddy County, 
New Mexico 

Oxy Champion State 
ASSIGNMENT OF OIL AND GAS LEASE(S) 

KNOW ALL MEN BY THESE PRESENTS that OXY USA Inc., a Delaware 
corporation, whose P.O Box 50250 Midland, Texas 79710, and Thomas M. Beall and wife, 
Carolyn Read Beall whose address is P.O. Box 3098 Midland, Texas 79702, hereinafter 
collectively called "Assignor", for and in consideration of Ten Dollars ($10.00) and other 
valuable consideration paid, does hereby, subject to the exceptions and reservations hereinafter 
contained, grant, convey, sell, assign, and transfer unto Bold Energy, LP (87.5%), Monarch 
Resources Inc. (11.875%), and Herbert F. Boles and his wife (Norma J. Boles) (.625%), 
hereinafter individually and collectively called "Assignee" all of whose address for the 
purposes of this document shall be C/O Bold Energy, LP 415 West Wall, Suite 500, Midland, 
Texas 79701. 

the undivided right, title and interest described below in and to the following described lease(s): 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10,1939 
December 1,1991 
December 1,1995 

Recording Data: Not Available 

Description: The Northwest Quarter (NW/4) and the Southwest Quarter of the 
Northeast Quarter (SW/4NE/4) of Section 9, Township 19 South, Range 
29 East, N.M.P.M., Eddy County, New Mexico, insofar and only insofar 
as the oil, gas and mineral lease covers and affects the interval between 
5,000 feet and 11,600 feet. 

The Northeast Quarter of the Northeast Quarter (NE/4NE/4) of Section 
9, Township 19 South, Range 29 East, N.M.P.M., Eddy County, New 
Mexico, insofar and only insofar as the oil, gas and mineral lease covers 
and affects the interval between 5,000 feet and 11,600 feet. 

The Northwest Quarter of the Northeast Quarter (NW/4NE/4) and the 
Southeast Quarter of the Northeast Quarter (SE/4NE/4) of Section 9, 
Township 19 South, Range 29 East, N.M.P.M., Eddy County, New 
Mexico, insofar and only insofar as the oil, gas and mineral lease covers 
and affects the interval between 5,000 feet and 11,600 feet.... 

1. Assignor grants Assignee, insofar as Assignor has the right to do so and subject 
always to the terms and conditions of the lease(s) herein assigned, the right to pool 
or combine said lease(s) or lands, and in the event any lease assigned is pooled or 
unitized with other leases or lands for production, the overriding royalty herein 
shall, as to the lands covered by this Assignment and so unitized, be paid to 
Assignor in the proportion that the number of acres assigned herein and so unitized 
bears to the total number of acres in such unit and the Assignor's after payout 
working interest in the well shall be in the proportion that the number of acres 
assigned herein and so unitized bears to the total number of acres in such unit. 



2. If a lease is described herein covers less than a full oil and gas leasehold estate in 
any lands described herein under such lease, or if Assignor's interest in such lease 
covering any lands described herein under such lease is less than the full oil and gas 
leasehold estate (excluding and disregarding any applicable royalty, overriding 
royalty, production payment or other burden to which such leasehold estate is 
subject), then the overriding royalty reserved out of the production from the lands in 
which Assignor's interest is less than the full oil and gas leasehold estate in such 
lands herein described under such lease shall be payable in the proportion that 
Assignor's interest in the oil and gas lease bears to the full oil and gas leasehold 
estate in such lands, and the interest in the well in which Assignor may elect to 
receive a working interest shall be in the proportion that the oil and gas leasehold 
estate in such lease conveying the land described herein bears to the full oil and gas 
leasehold estate in said lands. 

3. This Assignment is made subject to the provisions and conditions of that certain 
Letter Agreement dated March 27,1997 between set Assignors and said Assignee, 
together with any other agreements, easements or rights of way contained in or 
referred to in Assignor's records in the county records of Eddy County, New 
Mexico. 

4. This Assignment is made subject to, and Assignee shall comply with, all applicable 
rules, regulations, laws and orders issued or promulgated by any court or 
governmental agency having jurisdiction over operation, production or marketing on 
and from the lands covered hereby. 

5. Assignor agrees to execute such other and further documents as may be required to 
convey and deliver to Assignee good and merchantable title in and to the lands and 
leases described herein and to properly reflect said title and interest in the county of 
records and any applicable state or federal records. 

TO HAVE AND TO HOLD the same unto said Assignee, its successors and assigns, 
according to the terms and conditions of said lease(s), the said Assignee to perform all such 
conditions and covenants thereof as to the portion of lands herein assigned, but subject however 
to the provisions and conditions of said Agreement hereinbefore mentioned. This Assignment 
is made without warranty of title either express or implied. 

The reservations herein made and the provisions and covenants contained herein shall 
attach to and run with the lease or leases assigned and the land herein described to and shall be 
binding upon and inure to the benefit of Assignor and Assignee and their respective successors 
and assigns. 

This instrument may be executed in any number of counterparts, no one of which need 
bear the signature of all the parties, but any one of which may serve as an original for all 
purposes. Should any Assignor named herein fail for any reason to execute and/or deliver this 
instrument shall never the less be effective to convey to the Assignee the interest of the 
Assignor(s) actually executing and delivering the same to the Assignee. 

IN WITNESS WHEREOF, the undersigned parties, Assignor, have executed this 
instrument or caused this instrument to be executed on their behalf as of this 10th dav of 
January. 2007, but effective as of 12/1/97 effective payout date of the Oxy Champion State 

well. 

OXY USA Inc. 

Thomas M. Beall 



Carolyn Read Beall 

STATE OF TEXAS ) 
)SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 
2007, by , as , on behalf of 

, a ... 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

2007, by 

Notary Public 



Oxy Sparkplug State 

ASSIGNMENT OF OIL AND GAS LEASE(S) 

KNOW ALL MEN BY THESE PRESENTS that OXY USA Inc., a Delaware 
corporation, whose P.O Box 50250 Midland, Texas 79710, and Thomas M. Beall and wife, 
Carolyn Read Beall whose address is P.O. Box 3098 Midland, Texas 79702, hereinafter 
collectively called "Assignor", for and in consideration of Ten Dollars ($10.00) and other 
valuable consideration paid, does hereby, subject to the exceptions and reservations hereinafter 
contained, grant, convey, sell, assign, and transfer unto Bold Energy, LP (87.5%), Monarch 
Resources Inc. (11.875%), and Herbert F. Boles and his wife (Norma J. Boles) (.625%), 
hereinafter individually and collectively called "Assignee" all of whose address for the 
purposes of this document shall be C/O Bold Energy, LP 415 West Wall, Suite 500, Midland, 
Texas 79701. 

the undivided right, title and interest described below in and to the following described lease(s): 

Lessor: State of New Mexico B-8096 

Lessee: Continental Oil Company 

Dated: April 10,1939 

Recording Data: Not Available 

Description: The South Half (S/2) of Section 9, Township 19 South, Range 29 East, 
N.M.P.M., Eddy County, New Mexico, insofar and only insofar as the 
oil, gas and mineral lease covers and affects the interval between 5,000 
feet and 11,650 feet. 

6. Assignor grants Assignee, insofar as Assignor has the right to do so and subject 
always to the terms and conditions of the lease(s) herein assigned, the right to pool 
or combine said lease(s) or lands, and in the event any lease assigned is pooled or 
unitized with other leases or lands for production, the overriding royalty herein 
shall, as to the lands covered by this Assignment and so unitized, be paid to 
Assignor in the proportion that the number of acres assigned herein and so unitized 
bears to the total number of acres in such unit and the Assignor's after payout 
working interest in the well shall be in the proportion that the number of acres 
assigned herein and so unitized bears to the total number of acres in such unit. 

7. If a lease is described herein covers less than a full oil and gas leasehold estate in 
any lands described herein under such lease, or i f Assignor's interest in such lease 
covering any lands described herein under such lease is less than the full oil and gas 
leasehold estate (excluding and disregarding any applicable royalty, overriding 
royalty, production payment or other burden to which such leasehold estate is 
subject), then the overriding royalty reserved out of the production from the lands in 
which Assignor's interest is less than the full oil and gas leasehold estate in such 
lands herein described under such lease shall be payable in the proportion that 
Assignor's interest in the oil and gas lease bears to the full oil and gas leasehold 
estate in such lands, and the interest in the well in which Assignor may elect to 
receive a working interest shall be in the proportion that the oil and gas leasehold 
estate in such lease conveying the land described herein bears to the full oil and gas 
leasehold estate in said lands. 

8. This Assignment is made subject to the provisions and conditions of that certain 
Letter Agreement dated March 27,1997 between set Assignors and said Assignee, 
together with any other agreements, easements or rights of way contained in or 
referred to in Assignor's records in the county records of Eddy County, New 
Mexico. 



9. This Assignment is made subject to, and Assignee shall comply with, all applicable 
rules, regulations, laws and orders issued or promulgated by any court or 
governmental agency having jurisdiction over operation, production or marketing on 
and from the lands covered hereby. 

10. Assignor agrees to execute such other and further documents as may be required to 
convey and deliver to Assignee good and merchantable title in and to the lands and 
leases described herein and to properly reflect said title and interest in the county of 
records and any applicable state or federal records. 

TO HAVE AND TO HOLD the same unto said Assignee, its successors and assigns, 
according to the terms and conditions of said lease(s), the said Assignee to perform all such 
conditions and covenants thereof as to the portion of lands herein assigned, but subject however 
to the provisions and conditions of said Agreement hereinbefore mentioned. This Assignment 
is made without warranty of title either express or implied. 

The reservations herein made and the provisions and covenants contained herein shall 
attach to and run with the lease or leases assigned and the land herein described to and shall be 
binding upon and inure to the benefit of Assignor and Assignee and their respective successors 
and assigns. 

This instrument may be executed in any number of counterparts, no one of which need 
bear the signature of all the parties, but any one of which may serve as an original for all 
purposes. Should any Assignor named herein fail for any reason to execute and/or deliver this 
instrument shall never the less be effective to convey to the Assignee the interest of the 
Assignor(s) actually executing and delivering the same to the Assignee. 

IN WITNESS WHEREOF, the undersigned parties, Assignor, have executed this 
instrument or caused this instrument to be executed on their behalf as of this 10th day of 

January 2007, but effective as of 7/3/2001 effective payout date of the 
Oxy Sparkplug well. 

OXY USA Inc. 

Thomas M. Beall 

Carolyn Read Beall 

STATE OF TEXAS ) 
)SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of , 
2007, by , as , on behalf of 

, a . 

Notary Public 



STATE OF TEXAS ) 
)SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

2007, by 

Notary Public 



Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Tuesday, February 27, 2007 7:51 AM 
Chatwell, Betty 
FW: Executed Assignments 

Importance: High 

Attachments: Champion St Assgn.tif; Sparkplug St Assgn.tif 

Champion St Sparkplug St 
tesgn.tif (104 KB)...Assgn.tif (92 KB)... 

F i l e J O A . . . . 

O r i g i n a l Message 
From: W i l l i a m Carr [mailto:WCarr@hollandhart.com] 
Sent: Monday, February 2 6, 2007 4:00 PM 
To: JamesBruc@aol.com 
Cc: Evans, David (Midland, Texas) 
Subject: FW: Executed Assignments 
Importance: High 

Attached hereto are copies of two assignments t h a t have been 
executed by OXY, by separate e-mail I w i l l forward an executed copy of 
the Termination Agreement. I t i s my understanding t h a t these are the 
documents t h a t Bold discussed w i t h you l a s t week. They are not 
e f f e c t i v e u n t i l also signed by Bold and others and should not be 
construed as an agreement by OXY t h a t the 1997 l e t t e r agreement has been 
terminated u n t i l a l l have signed. Once a l l have signed and the 
agreement has been terminated, t h i s spacing u n i t can be developed under 
the JOA. I am concerned t h a t since these documents were sent t o Peggy 
Kerr, we have not received a response from Bold. 

Today, I have been i n discussions w i t h OXY concerning t h i s 
matter. I f we do not get t h i s resolved, I have been d i r e c t e d t o seek a 
Declaratory Judgment on the status of these c o n t r a c t s . I f you can give 
t h i s a push, we may a l l be b e t t e r o f f . 
B i l l 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, February 26, 2007 12:36 PM 
To: Peggy.Kerr@boldenergy.com 
Cc: W i l l i a m Carr 
Subject: FW: Executed Assignments 
Importance: High 

Peggy, I w i l l send you the executed O r i g i n a l s i n the m a i l . Please 
provide us w i t h a recorded copy. David 

Jim-

> 
> From: Rodriguez, Rocio 
> Sent: Monday, February 26, 2007 1:29 PM 
> To: Evans, David (Midland, Texas) 
> Subject: Scanned Docs 
> 
> « C h a m p i o n St A s s g n . t i f » « S p a r k p l u g St A s s g n . t i f » 

1 



Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Tuesday, March 13, 2007 2:37 PM 
'Peggy Kerr1 

RE: Threshold Matter 

A g r e e d . . . . 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Tuesday, March 13, 2007 2:32 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Threshold Matter 

I've been working on another p r o j e c t , but w i l l t r y t o get the s t i p u l a t i o n 
done t h i s week. The documents are at Tom Beal's o f f i c e . I ' l l send him an 
e-mail t o r e t u r n t o you. I don't t h i n k there i s anything wrong w i t h the 
t e r m i n a t i o n agreement, but the conveyance documents made h i s nervous and he 
i s not i n t e r e s t e d i n sig n i n g anything other than a s t i p u l a t i o n at t h i s p o i n t 
i n time. 
Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Tuesday, March 13, 2007 2:22 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: Threshold Matter 

Peggy, any progress on completing a S t i p u l a t i o n ? Also, please e i t h e r 
destroy the Assignments I sent you or forward them back t o me since they 
are i n e r r o r . Thank you, David 

1 
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Evans, David (Midland, Texas) 

To: 

Sent: 
From: Peggy Kerr [Peggy.Kerr@boldenergy.com] 

Monday, March 19, 2007 11:01 AM 

Evans, Oavid (Midland, Texas); Tom Beall 

Subject: Turkey Track 

Importance: High 

Attachments: Oxy Termination Letter.doc; Oxy FarmOutdoc 

Dave/Tom 

Here is the latest Oxy Termination Letter and Stipulation. 

I have attached the Oxy F/O as a convenience to review. 

Please review and advise if this document is sufficient. It has not had legal review. 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 



BOLD ENERGY, LP 
41 s w. WALL, surrs SCO 
MIDLAND, TEXAS 79701 

MAIN: 432086-110O 
FAX: 432686-1104 

March 19, 2007 

Mr. David R. Evans 
OXY USA WTP L.P. 
6 Desta Drive, Suite 6000 
Midland, TX 79705 

Mr. Dick Freeh 
Monarch Resources, Inc. 
115 W. 7 t h Street, Suite 1310 
Fort Worth, Texas 76102 

Mr. Herbert Boles 
223 W. Wall, Suite 825 
Midland, TX 79701 

Mr. Thomas M. Beall 
550 W. Texas, Suite 220 
Midland, TX 79701 

Subject: Termination of Farmout Agreement dated 3/27/97 
Turkey Track - Sec. 8 & 9, T19S, R29E 
Eddy County, NM 

Gentlemen: 

By Agreement ("Agreement") dated March 27, 1997, Threshold Development Company, 
Broad Street Financial Company, Leland Hodges and Herbert F. Boles ("Farmors") farmed out 
to Oxy USA Inc. ("Oxy") an interest in Sec. 8, as to all depths below three thousand feet 
subsurface, and Section 9, as to all rights below five thousand feet subsurface, Township 19 
South, Range 29E, Eddy County, New Mexico. The Agreement required Oxy to commence 
drilling operations on the referenced lands subject to a continuous development obligation. 
The Parties named above are the original parties to that Agreement. 

The successors and assigns to the March 27,1997 Agreement are currently Bold Energy 
LP, Monarch Resources, Inc. and Herbert F. Boles. 

Oxy conveyed an interest into Thomas M. Beall subject to the March 27, 1997 
Agreement which is recorded in Vol. 506, Page 1175 in the records of Eddy County, New 
Mexico. 



OXY USA WTP L.P. 
March 19, 2007 
Page 2 

The obligation wells have been drilled and completed. The reversionary interests into 
the Farmors have been exercised years prior to the date of this letter. 

The Parties have determined that the purpose of the Agreement no longer exists, and, 
notwithstanding any provision in the Agreement to the contrary, desire to terminate the 
Agreement and Stipulate as to their current interest under this Agreement. A Stipulation of 
Interest has been prepared as an Attachment "A" to this Termination Agreement. 

For adequate consideration, the Parties named above, being all parties in interest to the 
Agreement, or their successors and assigns, hereby terminate the Agreement and each of them 
release one another from any and all obligations created by the Agreement, and extinguish all 
rights created by the Agreement from and after the Effective Date stated above. 

If you concur the obligations have been satisfied under this agreement, we ask for you 
to please execute this letter in the space provided below, and further execute the unattached 
Stipulation of Interest. Please return on original of each to the attention of Peggy Kerr-
Worthington. This Letter may be executed in any number of counterparts, no one of which 
need bear the signatures of all of the parties, but any one of which will constitute an original 
hereof for all purposes. 

Sincerely, 

Peggy Kerr-Worthington 

OXY USA WTP L.P. Monarch Resources, Inc. 

Herbert Boles Thomas M. Beall 

Bold Energy LP 

Joseph Castillo 
President of Bold Energy, LP 



Exhibit "A" 

Attached to that certain Letter dated March 19,2007 between Oxy, et al and Bold Energy, LP 
STIPULATION OF INTEREST 

Reference is here made for all purposes to that certain leases and land listed below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10, 1939 
December 1, 1991 
December 1, 1995 

Recording Data: Not Available 

Description: All of Section 8, as to all depths below three thousand feet subsurface, and 
Section 9, as to all rights below five thousand feet subsurface, Township 19 
South, Range 29 East, N.M.P.M., Eddy County, New Mexico 

Whereas, under that certain Letter Agreement dated March 27, 1997, Threshold Development 
Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, (Farmors) farmed out 
to Oxy USA WTP Limited Partnership ("Oxy") an interest in Sec. 8, as to all depths below three 
thousand feet subsurface, and Section 9 as to all rights below five thousand feet subsurface in Township 
19 South, Range 29E, Eddy County, New Mexico. 

Whereas, certain Assignments covering a portion of the interest under this Letter Agreement were never 
filed of record. 

Whereas, through various conveyances, the record title owners are now Bold Energy LP, Monarch 
Resources, Inc. Herbert F. Boles, Thomas M. Beall and Oxy. 

Now, therefore, for value received, the record title owners identified above do hereby covenant, 
stipulate and agree that: 

a) The occurrence of payout has been reached for all wells drilled under the March 27, 1997 
Letter Agreement. 

b) Ownership in depths below the base of the Bone Spring Formation down to 100 feet below 
the total depth drill in each well, the interest shall be as follows: 
Herbert T. Boles 46.5% X.00625 .00290625 WI 
Monarch Resources 46.5% X . 11875 .05521875 WI 
Thomas M. Beall 53.5% X.13 .06955000 WI 
Bold Energy, LP 46.5% X.875 .40687500 WI 
Oxy USA, WTP LP .535 X .875 .46545000 WI 

c) Ownership in depths below 5,000 feet subsurface down to and including, but not below, the 
base of the Bone Spring Formation 
Herbert T. Boles 50% X .00625 .00315000 WI 
Monarch Resources 50% X . 11875 .05937500 WI 
Thomas M. Beall 50.0% X . 13 .06500000 WI 
Bold Energy, LP 46.5% X .875 .40687500 WI 
Oxy USA, WTP LP 50X.87 .43500000 WI 

The parties hereby sell, transfer, and assign, without warranty of title, one to the other such 
interest in the above-described lands and oil and gas lease as is necessary to give effect to the above 
stipulated ownership percentages. 

This Stipulation shall inure to the benefit of and be binding upon the parties hereto and their 
respective heirs, successors and assigns. 



This instrument may be executed in any number of counterparts, no one of which need bear the 
signature of all the parties, but any one of which may serve as an original for all purposes. 

Dated this day of March, 2007, to be effective, however, as of the date each well drilled 
under the March 27, 1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA, WTP LIMITED PARTNERSHIP 
By: OXY USA, INC., General Partner 

Joseph Castillo 
President 

William B. Bledsoe, Attorney in Fact 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 

Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 

Partnership. 
_, 2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a Limited 

STATE OF TEXAS 

COUNTY OF MIDLAND 
)SS. 
) 

Notary Public 

The foregoing instrument was acknowledged before me this day of _, 2007, by 
William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA, WTP LIMITED PARTNERSHIP, a 
Delaware Limited Partnership 

STATE OF TEXAS 

COUNTY OF 
)SS. 

Notary Public 

The foregoing instrument was acknowledged before me this day of _, 2007, by 
Leland A. Hodges, as President of MONARCH RESOURCES, INC., a. Corporation. 

Notary Public 



STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this 
by Thomas M. Beall and Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this 
2007, by Herbert F. Boles and Norma Jean Boles 

Notary Public 
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Evans, David (Midland, Texas) 

To: 

Sent: 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 

Wednesday, March 21, 2007 4:55 PM 

Evans, David (Midland, Texas); 'Tom Beall' 

Subject: FW: Turkey Track 

Importance: High 

Attachments: Oxy Termination Letter.doc 

Thank you both for your comments. 
David — I went back to the original letter and made the changes requested. I left one paragraph out as there was 
no longer a need. You might check and see if this is "ok". Let me know when these are signed. 

Tom — Thank you again for your suggestions. Your requested changes have been made. I still need to get from 
you the old documents which need to be returned to Oxy and destroyed. Let me know a good time to get together 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 19, 2007 3:03 PM 
To: Peggy.Kerr@boldenergy.com 
Cc: Bob_Doty@oxy.com 
Subject: RE: Turkey Track 
Importance: High 

Peggy, would you take another look at the original letter we signed and sent you. All that needs changing is the 
reference to the assignment. I have that letter approved and can have it re-executed with the stipulation. This new 
letter has some of the problems we took out last time. David 

From: Peggy Kerr [mailto:Peggy.Kerr@boldenergy.com] 
Sent: Monday, March 19, 2007 11:01 AM 
To: Evans, David (Midland, Texas); Tom Beall 
Subject: Turkey Track 
Importance: High 

Dave/Tom 

Here is the latest Oxy Termination Letter and Stipulation. 

I have attached the Oxy F/O as a convenience to review. 

Please review and advise if this document is sufficient. It has not had legal review. 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

Peg 

05/08/2007 



BOLD ENERGY, LP 
418 w. WALL. Sun* SOO 
MIDLAND, TEXAS 79701 

MAW: 432086-1 f 00 
FAX: 432680-1104 

March 19, 2007 

Mr. David R. Evans 
OXY USA WTP L.P. 
6 Desta Drive, Suite 6000 
Midland, TX 79705 

Mr. Dick Freeh 
Monarch Resources, Inc. 
115 W. 7 t h Street, Suite 1310 
Fort Worth, Texas 76102 

Mr. Herbert Boles 
223 W. Wall, Suite 825 
Midland, TX 79701 

Mr. Thomas M. Beall 
550 W. Texas, Suite 220 
Midland, TX 79701 

Subject: Termination of Farmout Agreement dated 3/27/97 
Turkey Track - Sec. 8 & 9, T19S, R29E 
Eddy County, NM 

Gentlemen: 

By Agreement ("Agreement") dated March 27, 1997, Threshold Development Company, 
Broad Street Financial Company, Leland Hodges and Herbert F. Boles ("Farmors") farmed out 
to Oxy USA Inc. ("Oxy") an interest in Sec. 8, as to all depths below three thousand feet 
subsurface, and Section 9, as to all rights below five thousand feet subsurface, Township 19 
South, Range 29E, Eddy County, New Mexico. The Agreement required Oxy to commence 
drilling operations on the referenced lands subject to a continuous development obligation. 
The Parties named above are the original parties to that Agreement. 

The successors and assigns to the March 27,1997 Agreement are currently Bold Energy 
LP, Monarch Resources, Inc. and Herbert F. Boles. 

Oxy conveyed an interest into Thomas M. Beall subject to the March 27, 1997 
Agreement which is recorded in Vol. 506, Page 1175 in the records of Eddy County, New 
Mexico. 



OXY USA WTP L.P. 
March 19, 2007 
Page 2 

The obligation wells have been drilled and completed. The reversionary interests into 
the Farmors have been exercised years prior to the date of this letter. 

The Parties have made and delivered some, but not all, assignments and transfers of 
interests in the leases and lands that are the subject of the Agreement. 

The Parties have determined that the purpose of the Agreement no longer exists, and, 
notwithstanding any provision in the Agreement to the contrary, desire to terminate the 
Agreement and Stipulate as to their current interest under this Agreement. A Stipulation of 
Interest has been prepared as an Attachment "A" to this Termination Agreement. 

For adequate consideration, the Parties named above, being all parties in interest to the 
Agreement, or their successors and assigns, hereby terminate the Agreement and each of them 
release one another from any and all obligations created by the Agreement, from and after the 
Effective Date stated above. 

If you concur the obligations have been satisfied under this agreement, we ask for you 
to please execute this letter in the space provided below, and further execute the unattached 
Stipulation of Interest. Please return one original of each to the attention of Peggy Kerr-
Worthington. This Letter may be executed in any number of counterparts, no one of which 
need bear the signatures of all of the parties, but any one of which will constitute an original 
hereof for all purposes. In order for this Agreement to become effective all current parties 
subject to the March 27, 1997 Farmout Agreement must execute this March 19, 2007 
Termination Letter Agreement. 

Sincerely, 

Peggy Kerr-Worthington 

OXY USA WTP L.P. Monarch Resources, Inc. 

Herbert Boles 

Bold Energy LP 

Thomas M. Beall 



Joseph Castillo 
President of Bold Energy, LP 



Exhibit "A' 

Attached to that certain Letter dated March 19,2007 between Oxy, et al and Bold Energy, LP 
STIPULATION OF INTEREST 

Reference is here made for all purposes to that certain leases and land listed below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10, 1939 
December 1, 1991 
December 1, 1995 

Recording Data: Not Available 

Description: All of Section 8, as to all depths below three thousand feet subsurface, and 
Section 9, as to all rights below five thousand feet subsurface, Township 19 
South, Range 29 East, N.M.P.M., Eddy County, New Mexico 

Whereas, under that certain Letter Agreement dated March 27, 1997, Threshold Development 
Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, (Farmors) farmed out 
to Oxy USA WTP Limited Partnership ("Oxy") an interest in Sec. 8, as to all depths below three 
thousand feet subsurface, and Section 9 as to all rights below five thousand feet subsurface in Township 
19 South, Range 29E, Eddy County, New Mexico. 

Whereas, certain Assignments covering a portion of the interest under this Letter Agreement were never 
filed of record. 

Whereas, through various conveyances, the operating rights are now Bold Energy LP, Fuel Products 
Inc., Monarch Resources, Inc. Herbert F. Boles, Thomas M. Beall and Oxy. 

Now, therefore, for value received, the record title owners identified above do hereby covenant, 
stipulate and agree that: 

a) The occurrence of payout has been reached for all wells drilled under the March 27, 1997 
Letter Agreement. 

b) Ownership in depths below the base of the Bone Spring Formation down to 100 feet below 
the total depth drill in each well, the interest shall be as follows: 
Herbert T. Boles 46.5% X .00625 .00290625 WI 
Monarch Resources 46.5% X . 11875 .05521875 WI 
Thomas M. Beall 53.5% X.13 .06955000 WI 
Bold Energy, LP 46.5% X .875 .40687500 WI 
Oxy USA, WTP LP .535 X .875 .46545000 WI 

c) Ownership in depths below 5,000 feet subsurface down to and including, but not below, the 
base of the Bone Spring Formation 
Herbert T. Boles 50% X .00625 .00315000 WI 
Monarch Resources 50% X . 11875 .05937500 WI 
Thomas M. Beall 50.0% X . 13 .06500000 WI 
Bold Energy, LP 46.5% X .875 .40687500 WI 
Oxy USA, WTP LP 50 X .87 .43500000 WI 

The parties hereby sell, transfer, and assign, without warranty of title, one to the other such 
interest in the above-described lands and oil and gas lease as is necessary to give effect to the above 
stipulated ownership percentages. 

This Stipulation shall inure to the benefit of and be binding upon the parties hereto and their 
respective heirs, successors and assigns. 



This instrument may be executed in any number of counterparts, no one of which need bear the 
signature of all the parties, but any one of which may serve as an original for all purposes. 

Dated this day of March, 2007, to be effective, however, as of the date each well drilled 
under the March 27, 1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA, WTP LIMITED PARTNERSHIP 
By: OXY USA, INC., General Partner 

Joseph Castillo 
President 

William B. Bledsoe, Attorney in Fact 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 

Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS 

COUNTY OF MIDLAND 
)SS. 
) 

The foregoing instrument was acknowledged before me this day of 

Partnership. 
_, 2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a Limited 

STATE OF TEXAS 

COUNTY OF MIDLAND 
)SS. 
) 

Notary Public 

The foregoing instrument was acknowledged before me this day of _, 2007, by 
William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA, WTP LIMITED PARTNERSHIP, a 
Delaware Limited Partnership 

STATE OF TEXAS 

COUNTY OF 

) 
)SS. 

Notary Public 

The foregoing instrument was acknowledged before me this day of _, 2007, by 
Leland A. Hodges, as President of MONARCH RESOURCES, INC., a. Corporation. 

Notary Public 



STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this 
by Thomas M. Beall and Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this 
2007, by Herbert F. Boles and Norma Jean Boles 

Notary Public 



Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Monday, March 26, 2007 10:12 AM 
To: 'Peggy Kerr" 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross for the 4 wells. I think they conflict with the numbers in the Stipulation. David 

From: Raptis, Eli 
Sent: Friday, March 23, 2007 7:45 AM 
To: Evans, David (Midland, Texas); Herrington, Gerald 
Cc: Breed, William; Grady, Richard 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

73000012 OXY CHECKER STATE COM #1 0.03477500 035401 04 THOMAS M BEALL 
73000012 OXY CHECKER STATE COM #1 0.03477500 039026 05 FUEL PRODUCTS INC 
73000012 OXY CHECKER STATE COM #1 0.00290630 042068 04 HERBERT F BOLES 
73000012 OXY CHECKER STATE COM #1 0.05521870 043739 04 MONARCH RESOURCES INC 
73000012 OXY CHECKER STATE COM #1 0.40687500 080562 01 BOLD ENERGY LP 
73000012 OXY CHECKER STATE COM #1 0.46545000 999241 02 OXYUSAWTP LP 

73000015 OXY AUTO STATE #1 0.03477500 035401 04 THOMAS M BEALL 
73000015 OXY AUTO STATE #1 0.03477500 039026 05 FUEL PRODUCTS INC 

73000015 OXY AUTO STATE #1 0.00290630 042068 04 HERBERT F BOLES 
73000015 OXY AUTO STATE #1 0.05521870 043739 04 MONARCH RESOURCES INC 
73000015 OXY AUTO STATE #1 0.40687500 080562 01 BOLD ENERGY LP 
73000015 OXY AUTO STATE #1 0.46545000 999241 02 OXY USA WTP LP 

David, 
The Checker State #1 paid out 10/2003 and the current expense DOI is shown above (that was a farmout). 
The Auto State #1 paid out 2/2001 and the current expense DOI is also shown above (that was a farmout). 

Thanks, Eli. 

From: Evans, David (Midland, Texas) 
Sent: Thursday, March 22, 2007 4:16 PM 
To: Herrington, Gerald; Raptis, Eli 
Cc: Breed, William; Grady, Richard 
Subject: RE: Oxy Termination Letter.doc/OXY Champion and Sparkplug wells 

How about the Checker and the Auto? I forgot to mention them... David 

From: Herrington, Gerald 
Sent: Thursday, March 22, 2007 1:51 PM 
To: Raptis, Eli; Evans, David (Midland, Texas) 
Cc: Breed, William; Grady, Richard 
Subject: RE: Oxy Termination Letter.doc/OXY Champion and Sparkplug wells 

POS doesn't currently show those numbers exactly, but I think POS may be out of date. 
The numbers Eli has listed would appear to be correct for an APO situation. 

Jerry 

From: Raptis, Eli 
Sent: Thursday, March 22, 2007 1:34 PM 

1 



To: Evans, David (Midland, Texas) 
Cc: Herrington, Gerald; Breed, William; Grady, Richard 
Subject: FW: Oxy Termination Letter.doc/OXY Champion and Sparkplug wells 
Importance: High 

73000018 OXY SPARKPLUG STATE #1 0.03477500 035401 04 THOMAS M BEALL 
73000018 OXY SPARKPLUG STATE #1 0.03477500 039026 05 FUEL PRODUCTS INC 
73000018 OXY SPARKPLUG STATE #1 0.00290630 042068 04 HERBERT F BOLES 
73000018 OXY SPARKPLUG STATE #1 0.05521870 043739 04 MONARCH RESOURCES INC 
73000018 OXY SPARKPLUG STATE #1 0.40687500 080562 01 BOLD ENERGY LP 
73000018 OXY SPARKPLUG STATE #1 0.46545000 999241 02 OXY USA WTP LP 

73000017 OXY CHAMPION STATE COM. #1 0.03477500 035401 04 THOMAS M BEALL 
73000017 OXY CHAMPION STATE COM. #1 0.03477500 039026 05 FUEL PRODUCTS INC 
73000017 OXY CHAMPION STATE COM. #1 0.00290630 042068 04 HERBERT F BOLES 
73000017 OXY CHAMPION STATE COM. #1 0.40687520 080562 01 BOLD ENERGY LP 
73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 02 OXY USA WTP LP 

David, 
The Sparkplug #1 paid out 7/2001 and the expense DOI is shown above (that was a farmout). 
The Champion #1 will payout in a few months and the expenses DOI is also shown above (non-consent party is Monarch 
Res). 
Thanks, Eli. 

From: Evans, David (Midland, Texas) 
Sent: Thursday, March 22, 2007 11:02 AM 
To: Raptis, Eli; Herrington, Gerald 
Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug wells 
Importance: High 

« File: Oxy Termination Letter.doc » 
Guys, I need your help. We are trying to cleanup a matter that occurred in 1997. The attached document has been 
prepared by BOLD and proposes to stipulate the interests in the Champion and Sparkplug wells. I am getting conflicting 
information as to the correct interests for these wells in our system. Can you verify that both wells have paid out and 
whether or not the numbers referenced on the stipulation match what we are billing? David 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

D a v i d , 

The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure t h a t a 
N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0. 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0. 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0. 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0. 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0. 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0. 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0. 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the current expense DOI i s 
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> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the curr e n t expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, Wi l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be co r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 7 3000018 OXY SPARKPLUG STATE #1 0. 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0. 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0. 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0. 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0. 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0. 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 7 3000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
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> David, 
> The Sparkplug #1 pai d out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> << F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have pai d out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Monday, March 26, 2007 2:08 PM 
To: 'Peggy Kerr* 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

I was checking f o r what i s being b i l l e d today. The Stip' s numbers are o f f . A l l wells have 
paid out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

David, 

The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I have 
knowledge. I f Oxy desires to change the i n t e r e s t t o something other than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure t h a t a 
N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 7 3000012 OXY CHECKER STATE COM #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
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> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0.40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0.46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the current expense DOI i s 
> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the current expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be co r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0.03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0.03477500 039026 
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> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0.00290630 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0.40687520 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0.52066850 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> << F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have paid out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 

042068 

080562 

999241 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

I s i t j u s t the Tom B e a l l i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

I was checking f o r what i s being b i l l e d today. The Stip's numbers are 
o f f . A l l w e l l s have paid out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 2 6, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

David, 
The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 

N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0.03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0.03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0.00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0.05521870 043739 
> 04 MONARCH RESOURCES INC 
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> 73000012 OXY CHECKER STATE COM #1 0.40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0.46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the cu r r e n t expense DOI i s 
> shown above (th a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the current expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be co r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> Jerry 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0.03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0.03477500 039026 05 
> FUEL PRODUCTS INC 
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> 73000018 i OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 1 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 7300001? 3 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 7300001S 3 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have paid out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these wells i n our system. Can you v e r i f y t h a t both 
> w e l l s have paid out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Monday, March 26, 2007 2:20 PM 
'Peggy Kerr' 
RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

PeggVf I am sorry. The Champion has not paid out so Monarch's i n t e r e s t i s not r e f l e c t e d . 
I t h i n k we need t o break these out, before and a f t e r payout i n the case of the Champion, 
and also make reference t o the s t i p u l a t i o n being subject t o the current JOA. David 

--O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Is i t j u s t the Tom Beal l i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
I was checking f o r what i s being b i l l e d today. The Stip's numbers are 
o f f . A l l w e l l s have pa i d out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 
N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

David, 

Peg 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
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> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the curr e n t expense DOI i s 
> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the curr e n t expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug wells 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be c o r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
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> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug wells 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 .03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 .03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 .00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 .05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 .40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 .46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> << F i l e : Oxy Termination Letter.doc >> 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have pai d out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Monday, March 26, 2007 2:27 PM 
'Peggy Kerr" 
RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Let me take a shot at i t and send i t t o you. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:24 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Monarch must have been sent an AFE f o r a d d i t i o n a l work a f t e r the payout of 
the Champion w e l l . Bold has i t s APO i n t e r e s t r e f l e c t e d ? ? 

David -- I am f i n d w i t h making the changes t o BPO and APO, I need you t o 
f i l l i n the document w i t h these numbers. I also am f i n e w i t h making t h i s 
subject t o the JOA. Can you put t h i s i n the document, as w e l l . 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:20 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, I am sorry. The Champion has not paid out so Monarch's i n t e r e s t 
i s not r e f l e c t e d . I t h i n k we need t o break these out, before and a f t e r 
payout i n the case of the Champion, and also make reference t o the 
s t i p u l a t i o n being subject t o the current JOA. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Is i t j u s t the Tom Be a l l i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
I was checking f o r what i s being b i l l e d today. The Stip's numbers are 
o f f . A l l w e l l s have pai d out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 

Peg 

David, 
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N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 

N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the curr e n t expense DOI i s 
> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the curr e n t expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
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> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 

> How about the Checker and the Auto? I f o r g o t t o mention them...David 

> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be c o r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> > 73000018 OXY SPARKPLUG STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
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> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> we11s 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have pa i d out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Monday, March 26, 2007 2:59 PM 
To: 'Peggy Kerr' 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Bob i s out t i l l tomorrow. He d i d n ' t say anything t o me which he normally does...David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:53 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Did John W o r r a l l ever c a l l Bob and discuss Turkey Track area. This would 
have been l a s t week? John i s on Vacation t h i s week so I can't reach him 
to f i n d out l a t e s t ? 

Peg 
O r i g i n a l Message 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:27 PM 
To: Peggy.Kerr@BoldEnergy.com 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Let me take a shot at i t and send i t t o you. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:24 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
Monarch must have been sent an AFE f o r a d d i t i o n a l work a f t e r the payout 
Of 
the Champion w e l l . Bold has i t s APO i n t e r e s t r e f l e c t e d ? ? 

David — I am f i n d w i t h making the changes t o BPO and APO, I need you 
to 
f i l l i n the document w i t h these numbers. I also am f i n e w i t h making 
t h i s 

subject t o the JOA. Can you put t h i s i n the document, as w e l l . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:20 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, I am sorry. The Champion has not paid out so Monarch's i n t e r e s t 
i s not r e f l e c t e d . I t h i n k we need t o break these out, before and a f t e r 
payout i n the case of the Champion, and also make reference t o the 
s t i p u l a t i o n being subject t o the curre n t JOA. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
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I s i t j u s t the Tom Be a l l i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

I was checking f o r what i s being b i l l e d today. The Stip' s numbers are 
o f f . A l l w ells have pai d out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

David, 
The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 

N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 46545000 999241 
> 02 OXY USA WTP LP 

> 73000015 OXY AUTO STATE #1 0.03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0.03477500 039026 05 
> FUEL PRODUCTS INC 
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> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the curr e n t expense DOI i s 
> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the curr e n t expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be c o r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0. 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0. 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0. 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0. 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0. 40687500 080562 01 
> BOLD ENERGY LP 
> 7 3000018 OXY SPARKPLUG STATE #1 0. 46545000 999241 02 
> OXY USA WTP LP 
> 
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> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have pai d out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 
Monday, March 26, 2007 2:24 PM 
Evans, David (Midland, Texas) 
RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Monarch must have been sent an AFE f o r a d d i t i o n a l work a f t e r the payout of 
the Champion w e l l . Bold has i t s APO i n t e r e s t r e f l e c t e d ? ? 

David — I am f i n d w i t h making the changes t o BPO and APO, I need you t o 
f i l l i n the document w i t h these numbers. I also am f i n e w i t h making t h i s 
subject t o the JOA. Can you put t h i s i n the document, as w e l l . 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:20 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, I am sorry. The Champion has not pai d out so Monarch's i n t e r e s t 
i s not r e f l e c t e d . I t h i n k we need t o break these out, before and a f t e r 
payout i n the case of the Champion, and also make reference t o the 
s t i p u l a t i o n being subject t o the cu r r e n t JOA. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Is i t j u s t the Tom Be a l l i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
I was checking f o r what i s being b i l l e d today. The Stip ' s numbers are 
o f f . A l l w e l l s have pa i d out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 
N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

David, 
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Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0 .03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 .03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0 .00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 .05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 .40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 .46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0. 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0. 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0. 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0. 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0. 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0. 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 pa i d out 10/2003 and the current expense DOI i s 
> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the current expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
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> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug wells 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be c o r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 .03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 .03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 .00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 .05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 .40687500 080562 01 
> BOLD ENERGY LP 
> 7 3000018 OXY SPARKPLUG STATE #1 0 .46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:53 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Did John W o r r a l l ever c a l l Bob and discuss Turkey Track area. This would 
have been l a s t week? John i s on Vacation t h i s week so I can't reach him 
to f i n d out l a t e s t ? 

Peg 
O r i g i n a l Message 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:27 PM 
To: Peggy.Kerr@BoldEnergy.com 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Let me take a shot at i t and send i t t o you. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:24 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
Monarch must have been sent an AFE f o r a d d i t i o n a l work a f t e r the payout 
of 
the Champion w e l l . Bold has i t s APO i n t e r e s t r e f l e c t e d ? ? 

David — I am f i n d w i t h making the changes t o BPO and APO, I need you 
to 
f i l l i n the document w i t h these numbers. I also am f i n e w i t h making 
t h i s 

subject t o the JOA. Can you put t h i s i n the document, as w e l l . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:20 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, I am sor r y . The Champion has not paid out so Monarch's i n t e r e s t 
i s not r e f l e c t e d . I t h i n k we need t o break these out, before and a f t e r 
payout i n the case of the Champion, and also make reference t o the 
s t i p u l a t i o n being subject t o the current JOA. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Is i t j u s t the Tom Beall i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
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I was checking f o r what i s being b i l l e d today. The Stip' s numbers are 
o f f . A l l w e l l s have paid out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

David, 
The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 

N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
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> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the curr e n t expense DOI i s 
> shown above (th a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the current expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug wells 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be c o r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 7 3000018 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
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> 73000017 OXY CHAMPION STATE COM. #1 0.52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have paid out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Peggy Kerr {Peggy.Kerr@BoldEnergy.com] 
Monday, March 26, 2007 3:01 PM 
Evans, David (Midland, Texas) 
RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Ok 

I w i l l work on t h i s avenue of communication. There are g e o l o g i c a l issues 
f o r these guys t o discuss. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:59 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Bob i s out t i l l tomorrow. He d i d n ' t say anything t o me which he 
normally does...David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:53 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Did John W o r r a l l ever c a l l Bob and discuss Turkey Track area. This 
would 
have been l a s t week? John i s on Vacation t h i s week so I can't reach 
him 
t o f i n d out l a t e s t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:27 PM 
To: Peggy.Kerr@BoldEnergy.com 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Let me take a shot at i t and send i t t o you. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:24 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
Monarch must have been sent an AFE f o r a d d i t i o n a l work a f t e r the payout 
of 
the Champion w e l l . Bold has i t s APO i n t e r e s t r e f l e c t e d ? ? 

David -- I am f i n d w i t h making the changes t o BPO and APO, I need you 
to 
f i l l i n the document w i t h these numbers. I also am f i n e w i t h making 
t h i s 
subject t o the JOA. Can you put t h i s i n the document, as w e l l . 

Thanks 

Peg 

Peg 
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O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:20 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, I am sorry. The Champion has not paid out so Monarch's i n t e r e s t 
i s not r e f l e c t e d . I t h i n k we need t o break these out, before and a f t e r 
payout i n the case of the Champion, and also make reference t o the 
s t i p u l a t i o n being subject t o the cu r r e n t JOA. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Is i t j u s t the Tom Beal l i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
I was checking f o r what i s being b i l l e d today. The Stip' s numbers are 
o f f . A l l w e l l s have paid out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 2 6, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

David, 
The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 

N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 

> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
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> 73000012 OXY CHECKER STATE COM #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 7 3000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the curr e n t expense DOI i s 
> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the curr e n t expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, Wi l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be co r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
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> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 7 3000018 OXY SPARKPLUG STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0. 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0. 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0. 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0. 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0. 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc >> 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have p a i d out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Monday, March 26, 2007 3:02 PM 
'Peggy Kerr" 
RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Always 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 3:01 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

I w i l l work on t h i s avenue of communication. There are g e o l o g i c a l issues 
f o r these guys t o discuss. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:59 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Bob i s out t i l l tomorrow. He d i d n ' t say anything t o me which he 
normally does...David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 2 6, 2007 2:53 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Did John W o r r a l l ever c a l l Bob and discuss Turkey Track area. This 
would 
have been l a s t week? John i s on Vacation t h i s week so I can't reach 
him 
t o f i n d out l a t e s t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:27 PM 
To: Peggy.Kerr@BoldEnergy.com 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Let me take a shot at i t and send i t t o you. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:24 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
Monarch must have been sent an AFE f o r a d d i t i o n a l work a f t e r the payout 
of 
the Champion w e l l . Bold has i t s APO i n t e r e s t r e f l e c t e d ? ? 

David — I am f i n d w i t h making the changes t o BPO and APO, I need you 

Ok 

Thanks 

Peg 
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t o 
f i l l i n the document w i t h these numbers. I also am f i n e w i t h making 
t h i s 

subject t o the JOA. Can you put t h i s i n the document, as w e l l . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:20 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, I am sorry. The Champion has not paid out so Monarch's i n t e r e s t 
i s not r e f l e c t e d . I t h i n k we need t o break these out, before and a f t e r 
payout i n the case of the Champion, and also make reference t o the 
s t i p u l a t i o n being subject t o the curre n t JOA. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:13 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Is i t j u s t the Tom Be a l l i n t e r e s t t h a t i s d i f f e r e n t ? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 2:08 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 
I was checking f o r what i s being b i l l e d today. The Stip' s numbers are 
o f f . A l l w e l l s have pai d out. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, March 26, 2007 2:02 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

David, 
The S t i p u l a t i o n prepared i s based on the L e t t e r Agreement. Any F/O's 
or 
N/C's other than what i s i n the records or i n the L e t t e r Agreement, I 
have 
knowledge. I f Oxy desires t o change the i n t e r e s t t o something other 
than 
what i s shown, I am f i n e w i t h you making t h i s change. I am not sure 
t h a t a 

N/C i n t e r e s t should be represented i n t h i s S t i p u l a t i o n . 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, March 26, 2007 10:12 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Peggy, here are the gross f o r the 4 w e l l s . I t h i n k they c o n f l i c t w i t h 
the numbers i n the S t i p u l a t i o n . David 
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> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the curr e n t expense DOI i s 
> shown above (th a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the curr e n t expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be c o r r e c t f o r an APO 
> s i t u a t i o n . 
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> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug'#1 p a i d out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> wells 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have pai d out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

Sent: 
To: 
Cc: 
Subject: 

From: Evans, David (Midland, Texas) 
Friday, April 20, 2007 3:44 PM 
'Peggy Kerr' 
Joseph Castillo; Doty, Bob 
RE: Checker State 

Peggy, I w i l l send t h i s t o our l e g a l dept. Let's t a l k on Monday. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Friday, A p r i l 20, 2007 3:41 PM 
To: Evans, David (Midland, Texas) 
Cc: Joseph C a s t i l l o 
Subject: RE: Checker State 

I had our corporate counsel, Rick Montgomery, work on documents too! He 
made q u i t e a few changes t o e a r l i e r versions. Attached are copies of the 
documents ( I received 5 minutes ago). Here are my thoughts, l e t ' s review 
and see i f the attached documents appear t o be c o r r e c t . I f so, please have 
Oxy execute and I w i l l send t o Mr. B e a l l , Monarch and Mr. Boles along w i t h a 
new AFE (costs are lo w e r ) . I need Oxy to withdraw the p r o t e s t l e t t e r t o the 
APD. 

Bold wants Oxy t o p a r t i c i p a t e i n t h i s w e l l . We want an APD so we can move 
forward w i t h the d r i l l i n g and completion of the w e l l . 

I f we can get these documents signed and a withdrawal l e t t e r sent t o the 
OCD, we can avoid a t r i p back t o Santa Fe on the 26th of A p r i l . 

I am f r e e t o meet today, Monday or Tuesday. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Friday, A p r i l 20, 2007 3:13 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: Checker State 

Peggy, I t h i n k the documents should be ready on Monday. Do you want me 
to send out t o a l l p a r t i e s or d e l i v e r them t o you? David 

Thanks 

Peggy 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Friday, April 20, 2007 3:54 PM 
To: 'Peggy Kerr' 
Subject: RE: Checker State 

I t h i n k we should change the dates t o A p r i l 23. We also have a non-consent issue t h a t has 
to be acknowledged and c o r r e c t i o n of OXY's name. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Friday, A p r i l 20, 2007 3:51 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Checker State 

I n o t i c e d Rick l e f t the date of March 19, 2007. Would you r a t h e r I change 
t h i s t o current date. The S t i p u l a t i o n has A p r i l , 2007. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Friday, A p r i l 20, 2007 3:44 PM 
To: Peggy.Kerr@BoldEnergy.com 
Cc: Joseph.Castillo@BoldEnergy.com; Bob_Doty@oxy.com 
Subject: RE: Checker State 

Peggy, I w i l l send t h i s t o our l e g a l dept. Let's t a l k on Monday. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Friday, A p r i l 20, 2007 3:41 PM 
To: Evans, David (Midland, Texas) 
Cc: Joseph C a s t i l l o 
Subject: RE: Checker State 

I had our corporate counsel, Rick Montgomery, work on documents too! He 
made q u i t e a few changes t o e a r l i e r versions. Attached are copies of 
the 
documents ( I received 5 minutes ago). Here are my thoughts, l e t ' s 
review 
and see i f the attached documents appear t o be c o r r e c t . I f so, please 
have 
Oxy execute and I w i l l send t o Mr. B e a l l , Monarch and Mr. Boles along 
w i t h a 
new AFE (costs are lower). I need Oxy t o withdraw the p r o t e s t l e t t e r t o 
the 
APD. 

Bold wants Oxy t o p a r t i c i p a t e i n t h i s w e l l . We want an APD so we can 
move 
forward w i t h the d r i l l i n g and completion of the w e l l . 

I f we can get these documents signed and a withdrawal l e t t e r sent t o the 
OCD, we can avoid a t r i p back t o Santa Fe on the 26th of A p r i l . 

I am f r e e t o meet today, Monday or Tuesday. 

Thanks 

Peggy 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
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Sent: Friday, A p r i l 20, 2007 3:13 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: Checker State 

Peggy, I t h i n k the documents should be ready on Monday. Do you want me 
to send out t o a l l p a r t i e s or d e l i v e r them t o you? David 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@boldenergy.com] 

Sent: Tuesday, April 03, 2007 9:04 AM 

To: Evans, David (Midland, Texas) 

Subject: Termination Agreement and Stipulation 

Any progress? 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 



Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 
Sent: Friday, April 20, 2007 4:20 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

Attachments: Stipulation of lnterest.doc 

Stipulation of 
Interestdoc (5... 

This matches the S t i p u l a t i o n numbers, since both the checker and Auto are 
f o r depths below the base of the Bone Spring Formation. 

Peg 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Friday, A p r i l 20, 2007 3:55 PM 
To: Peggy.Kerr@BoldEnergy.com 

Subject: FW: Oxy Termination Letter.doc/OXY - AUTO & CHECKER STATE WELLS 

See below.... David 
> 
> From: Raptis, E l i 
> Sent: Friday, March 23, 2007 7:45 AM 
> To: Evans, David (Midland, Texas); Herrington, Gerald 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY - AUTO & CHECKER 
> STATE WELLS 
> 
> 73000012 OXY CHECKER STATE COM #1 0. 03477500 035401 
> 04 THOMAS M BEALL 
> 73000012 OXY CHECKER STATE COM #1 0. 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000012 OXY CHECKER STATE COM #1 0. 00290630 042068 
> 04 HERBERT F BOLES 
> 73000012 OXY CHECKER STATE COM #1 0. 05521870 043739 
> 04 MONARCH RESOURCES INC 
> 73000012 OXY CHECKER STATE COM #1 0. 40687500 080562 
> 01 BOLD ENERGY LP 
> 73000012 OXY CHECKER STATE COM #1 0. 46545000 999241 
> 02 OXY USA WTP LP 
> 
> 73000015 OXY AUTO STATE #1 0. 03477500 035401 04 
> THOMAS M BEALL 
> 73000015 OXY AUTO STATE #1 0. 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000015 OXY AUTO STATE #1 0. 00290630 042068 04 
> HERBERT F BOLES 
> 73000015 OXY AUTO STATE #1 0. 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000015 OXY AUTO STATE #1 0. 40687500 080562 01 
> BOLD ENERGY LP 
> 73000015 OXY AUTO STATE #1 0. 46545000 999241 02 
> OXY USA WTP LP 
> 
> 
> David, 
> The Checker State #1 paid out 10/2003 and the curr e n t expense DOI i s 
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> shown above ( t h a t was a farmout). 
> The Auto State #1 paid out 2/2001 and the current expense DOI i s also 
> shown above ( t h a t was a farmout). 
> 
> Thanks, E l i . 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 4:16 PM 
> To: Herrington, Gerald; Raptis, E l i 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> How about the Checker and the Auto? I f o r g o t t o mention them...David 
> 
> 
> From: Herrington, Gerald 
> Sent: Thursday, March 22, 2007 1:51 PM 
> To: Raptis, E l i ; Evans, David (Midland, Texas) 
> Cc: Breed, W i l l i a m ; Grady, Richard 
> Subject: RE: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> 
> 
> POS doesn't c u r r e n t l y show those numbers e x a c t l y , but I t h i n k POS may 
> be out of date. 
> The numbers E l i has l i s t e d would appear t o be co r r e c t f o r an APO 
> s i t u a t i o n . 
> 
> J e r r y 
> 
> 
> From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0. 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0. 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0. 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0. 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0. 52066850 999241 
> 02 OXY USA WTP LP 
> 
> 
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> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 
> 
> « F i l e : Oxy Termination Letter.doc » 
> Guys, I need your help. We are t r y i n g t o cleanup a matter t h a t 
> occurred i n 1997. The attached document has been prepared by BOLD and 
> proposes t o s t i p u l a t e the i n t e r e s t s i n the Champion and Sparkplug 
> w e l l s . I am g e t t i n g c o n f l i c t i n g i n f o r m a t i o n as t o the c o r r e c t 
> i n t e r e s t s f o r these w e l l s i n our system. Can you v e r i f y t h a t both 
> w e l l s have pai d out and whether or not the numbers referenced on the 
> s t i p u l a t i o n match what we are b i l l i n g ? David 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 

Sent: Monday, April 23, 2007 8:53 AM 

To: Evans, David (Midland, Texas) 

Cc: 'Rick Montgomery' 

Subject: FW: Checker State Stipulation and Termination Letter 

David, 

Will this language in the document help with your concern on the NC ? 

Please give us the correct name and we will incorporate in the document. 

Thanks 

Peggy 

From: Rick Montgomery [mailto:r.montgomery@t3wireless.com] 
Sent: Monday, April 23, 2007 8:48 AM 
To: Peggy Kerr 
Subject: Checker State Stipulation and Termination Letter 

I understand we got OXY's name wrong, and that there is a concern about a current non-consent under the 
operating agreement. Let me know the name, and I will work it through the document, and see if changing section 
(e) in the subject to section will help. I would suggest something as follows: 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. as Operator, 
and Threshold Development Company, et al., as Non-Operators, the contract area for which is the 
Lands, and this Stipulation of Interest shall have no effect on the rights of the parties pursuant to the 
Operating Agreement, as to existing accounts, elections, including without limitation elections 
previously made to participate, or not participate in any proposed operation, or existing rights duties or 
obligations of the parties pursuant thereto. 

Richard R. Montgomery 
P.O. Box 50468 
Midland, Texas 79710 
110 W. Louisiana, Suite 300 
Midland, Texas 79701 
Phone: 432-683-8900 
Fax: 432-683-8903 
Email: "r.montgomery@t3wireless.com" 

05/08/2007 



Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Monday, April 23, 2007 9:46 AM 
'Peggy Kerr" 
RE: Checker State 

Working on t h a t r i g h t now.... David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, A p r i l 23, 2007 8:21 AM 
To: Evans, David (Midland, Texas) 
Subject: RE: Checker State 

Can you please see i f l e g a l can review t h i s document today. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, A p r i l 23, 2007 8:14 AM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Checker State 

Peggy, l e t me see how Legal responds and then c a l l you f o r a meeting. A 
meeting may not be necessary. David 

-- O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Friday, A p r i l 20, 2007 4:39 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Checker State 

1) I ' l l be glad t o change the dates t o A p r i l 23, 2003 
2) The S t i p u l a t i o n applies only t o Sec 8, the Oxy Checker and Oxy Auto. 

assignments i n Sec. 9 are already of record. I d i d not a N/C i n t e r e s t 
on 
the Oxy accounting decks f o r the Oxy Checker and Oxy Auto. Mr. 
Montgomery 
advised only record t i t l e should be s t i p u l a t e d . 

3) What i s the c o r r e c t i o n needed f o r Oxy's name and I ' l l get t h a t done. 

See you Monday. Could we get together around 9:00 i n the morning? 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Friday, A p r i l 20, 2007 3:54 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Checker State 

I t h i n k we should change the dates t o A p r i l 23. We also have a 
non-consent issue t h a t has t o be acknowledged and c o r r e c t i o n of OXY's 
name. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Friday, A p r i l 20, 2007 3:51 PM 

Peg 

The 

Peg 
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To: Evans, David (Midland, Texas) 
Subject: RE: Checker State 

I n o t i c e d Rick l e f t the date of March 19, 2007. Would you r a t h e r I 
change 

t h i s t o current date. The S t i p u l a t i o n has A p r i l , 2007. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Friday, A p r i l 20, 2007 3:44 PM 
To: Peggy.Kerr@BoldEnergy.com 
Cc: Joseph.Castillo@BoldEnergy.com; Bob_Doty@oxy.com 
Subject: RE: Checker State 
Peggy, I w i l l send t h i s t o our l e g a l dept. Let's t a l k on Monday. David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Friday, A p r i l 20, 2007 3:41 PM 
To: Evans, David (Midland, Texas) 
Cc: Joseph C a s t i l l o 
Subject: RE: Checker State 

I had our corporate counsel, Rick Montgomery, work on documents too! He 
made q u i t e a few changes t o e a r l i e r versions. Attached are copies of 
the 
documents ( I received 5 minutes ago). Here are my thoughts, l e t ' s 
review 
and see i f the attached documents appear t o be c o r r e c t . I f so, please 
have 
Oxy execute and I w i l l send t o Mr. B e a l l , Monarch and Mr. Boles along 
w i t h a 
new AFE (costs are low e r ) . I need Oxy t o withdraw the p r o t e s t l e t t e r t o 
the 
APD. 

Bold wants Oxy t o p a r t i c i p a t e i n t h i s w e l l . We want an APD so we can 
move 
forward w i t h the d r i l l i n g and completion of the w e l l . 

I f we can get these documents signed and a withdrawal l e t t e r sent t o the 
OCD, we can avoid a t r i p back t o Santa Fe on the 26th of A p r i l . 

I am free t o meet today, Monday or Tuesday. 

Thanks 

Peggy 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Friday, A p r i l 20, 2007 3:13 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: Checker State 

Peggy, I t h i n k the documents should be ready on Monday. Do you want me 
to send out t o a l l p a r t i e s or d e l i v e r them t o you? David 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 

Sent: Monday, April 23, 2007 4:48 PM 

To: 'Peggy Kerr" 

Cc: 'Rick Montgomery' 

Subject: RE: Checker State Stipulation and Termination Letter 

Peggy, as we discussed earlier today, I will not have the document in time to cancel the hearing. Regardless of the 
status of the Termination Agreement, OXY disagrees with Bold's plan of development and must therefore oppose you 
on the 26th. OXY's attorney's are working on its comments but they won't be ready before Thursday. OXY would 
prefer you drop the hearing, allow us to get the Letter Agreement and Stipulation signed and then propose the well 
under the JOA. It is my understanding that Bold will not drop the hearing nor re-propose the well once the 
Termination Agreement is executed . Short of a miracle happening I guess I will see you in Santa Fe David 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, April 23, 2007 8:53 AM 
To: Evans, David (Midland, Texas) 
Cc: 'Rick Montgomery' 

Subject: FW: Checker State Stipulation and Termination Letter 

David, 

Will this language in the document help with your concern on the NC ? 

Please give us the correct name and we will incorporate in the document. 

Thanks 
Peggy 

From: Rick Montgomery [mailto:r.montgomery@t3wireless.com] 
Sent: Monday, April 23, 2007 8:48 AM 
To: Peggy Kerr 
Subject: Checker State Stipulation and Termination Letter 

I understand we got OXY's name wrong, and that there is a concern about a current non-consent under the 
operating agreement. Let me know the name, and I will work it through the document, and see if changing section 
(e) in the subject to section will help. I would suggest something as follows: 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. as Operator, 
and Threshold Development Company, et al., as Non-Operators, the contract area for which is the 
Lands, and this Stipulation of Interest shall have no effect on the rights of the parties pursuant to the 
Operating Agreement, as to existing accounts, elections, including without limitation elections 
previously made to participate, or not participate in any proposed operation, or existing rights duties or 
obligations of the parties pursuant thereto. 

Richard R. Montgomery 
P.O. Box 50468 

05/08/2007 
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Midland, Texas 79710 
110 W. Louisiana, Suite 300 
Midland, Texas 79701 
Phone: 432-683-8900 
Fax: 432-683-8903 
Email: "r.montgomery@t3wireless.com" 

05/08/2007 



STUBBEMAN, McRAE, SEALY, LAUGHLIN & BROWDER, INC. 
ATTORNEYS AT LAW 

MIDLAND, TEXAS 
FASKEN CENTER • TOWER TWO 

530 WEST TEXAS AVENUE. SUITE 800 • 79701 
P O. BOX 1540 • 79702 

432/882-1618 
FACSIMILE 432/642-48*4 

April 23, 2007 

LETTER OPINION 

OXY USA WTP Limited Partnership 
6 Desta Drive, Suite 6000 
P. O. Box 50250 
Midland, Texas 79710 

Attn: Mr. David Evans 

Re: Threshold Development Company Letter Agreement 
dated March 27,1997 
Sections 8 and 9, Township 19 South, Range 29 East 
Eddy County, New Mexico 

Gentlemen:: 

At your request, we have examined a copy of the captioned letter agreement. You have asked 
whether Bold Energy, LP ("Bold"), successor in interest to Threshold Development Company, may 
participate as a 46.5% working interest owner in the drilling of in-fill wells on Sections 8 and 9, Township 
19 South, Range 29 East, NMPM, Eddy County, New Mexico. You have also indicated that Bold believes 
the March 27, 1997 Letter Agreement terminated. It is our opinion that the March 27, 1997 Letter 
Agreement is still in full force and effect and that Bold does not have the right to propose an in-fill well on 
units earned by OXY, because all such wells "shall be drilled at the sole risk, cost and expense of OXY". 

According to the information you have provided, OXY drilled four weHs on Sections 8 and 9 which 
were completed below the base of the Bone Springs formation in various formations which were spaced 
on 320-acre spacing. Upon reaching the objective depth in the wells, OXY earned all of Threshold 
Development Company's interest in the spacing unit established for each weH. Upon "payout", Threshold 
Development Company was entitled to a 46.5% working interest in each well and the earned unit for those 
zones below the base of the Bone Springs formation. You have stated that payout has occurred on all four 
wells. Bold, as the successor in interest to Threshold Development Company, has now proposed the 
drilling of an additional in-fill well on Section 8 and has requested that OXY either elect to go non-consent 
or participate as a 53.5% working interest owner in such well. 

While the March 27, 1997 Letter Agreement does not include a term, we believe that this letter 
agreement is to remain in full force and effect so long as oil and/or gas is produced from the contract area 

DAV© A. SUTTER 
LICENSED M TEXAS, NEW MEXICO ANO NEBRASKA 

0MCCTDIM. 688-0270 
diuttartBstubbemanlawftrm com 
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covered by the letter agreement, plus an additional period of ninety (90) days. Under Paragraph 14 of the 
letter agreement, if there is a cessation of production from an earned unit, OXY's rights in such unit shall 
terminate unless OXY commences further operations for reworking or drilling an additional well on the 
earned unit within ninety (90) days after cessation of all production. Attached to the letter agreement is 
an operating agreement in which OXY USA Inc. is named as operator. This operating agreement covers 
the same lands covered by the letter agreement. The term of the operating agreement is for so long as 
oil and/or gas is produced in paying quantities from the contract area, plus an additional period of ninety 
(90) days from cessation of all production. The term of the operating agreement and the term of the letter 
agreement are consistent and clearly indicate an intention of the parties for both agreements to remain 
in effect for so long as oil and/or gas is produced in paying quantities from the contract area, plus an 
additional period of ninety (90) days. Absent the cessation of production on any of the units earned by 
OXY or absent the existence of a written document in which OXY and Bold's predecessors effectively 
agreed to terminate the March 27,1997 Letter Agreement, it is our opinion that the March 27,1997 Letter 
Agreement is still in full force and effect. 

Because the March 27,1997 Letter Agreement remains in full force and effect, it is our opinion that 
the well proposal submitted by Bold is governed by Paragraph No. 9 of the letter agreement which provides 
as follows: 

"9. With regard to any well to be drilled on the Subject Lands below the base of the Bone Springs 
formation whether such well is an Option Well or a well proposed to be drilled on an Earned 
Unit, all such wells shad be drilled at the sole risk, cost and expense of OXY and Farmors 
shall be entitled to receive an undivided forty-six and one half percent (46.5%) working 
interest in such well upon the occurrence of payout (as hereinafter defined), it being the 
expressed intention hereof that, any and all wells drilled on the Subject Lands below the base 
of the Bone Springs formation shall be subject to the Farmor's right to back-in for a full forty-
six and one half percent (46.5%) working interest upon the occurrence of payout (as 
hereinafter defined)." 

As previously mentioned, Paragraph 14 of the letter agreement further provides that upon cessation 
of production from an earned unit, all of OXY's right, title and interest in such unit shall terminate unless 
OXY commences further operations for reworking an existing well or for drilling an additional well on the 
subject earned unit within ninety (90) days after completion of operations. While further drilling below the 
base of the Bone Springs formation is contemplated in the letter agreement, such additional drilling is to 
be conducted and paid for by OXY and not Bold. 

When read with Paragraph 14, Paragraph 9 is intended to relieve Threshold Development 
Company, or its successors and assigns, from paying for any wells drilled on an earned unit below the 
base of the Bone Springs formation, including any additional drilling that may be required by OXY in order 
to maintain its rights under this agreement in Paragraph 14. Consequently, Bold, as successor in interest 
to Threshold Development Company, would own no interest in any in-fill wells drilled on earned units under 
this agreement until payout has occurred on each in-fill well. Obviously, payout cannot occur until an 
actual in-fill well is drilled by OXY. While Bold owns an interest in the existing wells drilled on Section 8, 
it owns no interest in any additional wells drilled on earned units, until such wells are drilled by OXY and 
payout has occurred. 

While Paragraph 9 relieves Threshold Development Company from paying for any wells drilled on 
an earned unit below the base of the Bone Springs formation, we also believe that Paragraph 9 is intended 
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to protect OXY from drilling unnecessary wells on an earned unit, where production from such wells can 
be recovered from wells already drilled and paid for by OXY. To allow anything else, would require OXY 
to participate in and drill wells which are not otherwise required to be drilled under the terms of the letter 
agreement. 

You have indicated that the parties to this letter agreement never executed an operating 
agreement, even though Paragraph 18 of the letter agreement required the parties to do so. By executing 
the letter agreement, we believe that the parties effectively adopted the operating agreement, even though 
the operating agreement was never separately executed by the parties. Nevertheless, under Paragraph 
18 of the letter agreement, if there is an inconsistency between the letter agreement and the operating 
agreement, then the terms of the letter agreement shall control. Given the foregoing, we believe that the 
failure of the parties to execute the operating agreement attached as Exhibit "C" to the letter agreement 
would have no effect on the proposal submitted by Bold, since such a proposal is governed by Paragraph 
9 of the letter agreement. 

Based upon our examination of the foregoing letter agreement, it is our opinion that this letter 
agreement is still in full force and effect so long as there is production in paying quantities from each of 
the earned units in Sections 8 and 9, and that Bold Energy, LP may not propose or drill wells below the 
base of the Bone Springs formation on Sections 8 and 9, because Sections 8 and 9 encompass ail of the 
units earned by OXY under the March 27,1997 Letter Agreement. In each earned unit, Bold Energy, LP 
owns only an after payout interest in the existing wells that were drilled on Sections 8 and 9 and a possible 
future interest in any in-fill wells drilled by OXY, assuming such wells are drilled by OXY and payout on 
these wells does in fact occur. 

If you have any questions regarding the foregoing, please advise. 

CONCLUSION 

Respectfully submitted, 

STUBBEMAN, McRAE, SEALY, 
LAUGHLINBROWDER, INC. 

David A. Sutter 

DAS:br 

H:\OOCS\2874\141\DASLTR1.WPD 



Page 1 of 1 

Evans, David (Midland, Texas) 

To: 

Subject: 

Cc: 

Sent: 

From: Peggy Kerr [Peggy.Kerr@boldenergy.com] 

Thursday, April 26, 2007 3:42 PM 

Rick Montgomery 

Evans, David (Midland, Texas) 

Stipulation of Interest and Termination Agreement 

Attachments: Oxy-TDC Sec. 8.pdf; TDC-Oxy Sec8.pdf; NM 015 100054 000 TDC et al OXY Sec 9 below 

Rick - Please review the attached Stipulation. I incorrectly informed you to prepare for a stipulation for Sec. 8 rather 
than Sec. 9. Sec. 9 assignments for the BIAPO has NOT been done. The recorded assignments from Oxy into THC 
for Sec. 8 are attached. 

David — I will e-mail new document upon Mr. Montgomery's review. Bear with me in getting this done correctly. 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

5000.pdf 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 

Sent: Thursday, April 26, 2007 3:45 PM 

To: 'Peggy Kerr" 

Subject: RE: Checker State Stipulation and Termination Letter 

Peggy, were you going to send me a signed copy for the assignment in section 9? David 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, April 23, 2007 8:53 AM 
To: Evans, David (Midland, Texas) 
Cc: 'Rick Montgomery' 

Subject: FW: Checker State Stipulation and Termination Letter 

David, 

Will this language in the document help with your concern on the NC ? 

Please give us the correct name and we will incorporate in the document. 

Thanks 

Peggy 
From: Rick Montgomery [mailto:r.montgomery@t3wireless.com] 
Sent: Monday, April 23, 2007 8:48 AM 
To: Peggy Kerr 
Subject: Checker State Stipulation and Termination Letter 

I understand we got OXY's name wrong, and that there is a concern about a current non-consent under the 
operating agreement. Let me know the name, and I will work it through the document, and see if changing section 
(e) in the subject to section will help. I would suggest something as follows: 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. as Operator, 
and Threshold Development Company, et al., as Non-Operators, the contract area for which is the 
Lands, and this Stipulation of Interest shall have no effect on the rights of the parties pursuant to the 
Operating Agreement, as to existing accounts, elections, including without limitation elections 
previously made to participate, or not participate in any proposed operation, or existing rights duties or 
obligations of the parties pursuant thereto. 

Richard R. Montgomery 
P.O. Box 50468 
Midland, Texas 79710 
110 W. Louisiana, Suite 300 
Midland, Texas 79701 
Phone: 432-683-8900 
Fax: 432-683-8903 

Email: "r.montgomery@t3wireless.com" 

05/08/2007 
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Evans, David (Midland, Texas) 

Subject: 

To: 

Cc: 

From: 
Sent: 

Peggy Kerr [Peggy.Kerr@boldenergy.coml 

Thursday, April 26, 2007 3:52 PM 

Peggy Kerr; Rick Montgomery 

Evans, David (Midland, Texas) 

RE: Stipulation of Interest and Termination Agreement 

Attachments: Stipulation of lnterest.doc; Oxy Termination Letter revised 4-20-07.doc 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

From: Peggy Kerr 
Sent: Thursday, April 26, 2007 3:42 PM 
To: 'Rick Montgomery' 
Cc: 'David_Evans@oxy.com' 
Subject: Stipulation of Interest and Termination Agreement 

Rick - Please review the attached Stipulation. I incorrectly informed you to prepare for a stipulation for Sec. 8 rather 
than Sec. 9. Sec. 9 assignments for the BIAPO has NOT been done. The recorded assignments from Oxy into THC 
for Sec. 8 are attached. 

David — I will e-mail new document upon Mr. Montgomery's review. Bear with me in getting this done correctly. 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 



STIPULATION OF INTEREST 

Reference is here made for all purposes to those certain leases (the "Leases") and lands 
(the "Lands") described below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10,1939 
December 1, 1991 
December 1, 1995 

Recording Data: Not Available 

Lands: All of Section 8, as to all depths below three thousand feet subsurface, 
and Section 9, as to all depms below five thousand feet subsurface, 
Township 19 South, Range 29 East, N.M.P.M., Eddy County, New 
Mexico 

Under that certain Letter Agreement (the "1997 Agreement") dated March 27, 1997, Threshold 
Development Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, 
("Farmors") farmed out to Oxy USA, Inc., an interest in Section 8, as to all depths below three 
mousand feet subsurface, and Section 9 as to all depths below five thousand feet subsurface in 
Township 19 South, Range 29East, Eddy County, New Mexico. 

Oxy USA, Inc. has performed pursuant to the 1997 Agreement, and received assignments, as 
therein provided, subject to certain after payout rights of the Farmors. Whereas, certain 
Assignments reflecting after payout rights as provided for in the 1997 Agreement as to Section 8 
were not executed, delivered or filed of record. 

Through various conveyances, the ownership of the rights in the Leases and Lands are now 
vested in Bold Energy LP, Monarch Resources, Inc., Herbert F. Boles, Thomas M. Beall, Fuel 
Products, Inc. and Oxy USA WTP Limited Partnership. 

Now, therefore, for value received, the owners identified above do hereby covenant, stipulate and 
agree that: 

a) Payout has occurred for all wells drilled under the 1997 Agreement. 

b) Pursuant to the 1997 Agreement: 

(i) The OXY Champion State No. 1 well was drilled in the N/2 of Section 9, T-l 9-S, 
R-29-E, NMPM, to a total depth of 11,500'subsurface, and the N/2 of said 
Section 9 was established as the earned spacing unit for such well (me "N/2 
Unit"); and 

(ii) The OXY Sparkplug State No. 1 well was drilled in the S/2 of Section 9, T-l 9-S, 
R-29-E, NMPM, to a total depth of 11,500' subsurface, and the S/2 of said 
Section 9 was established as the earned spacing unit for such well (the "S/2 
Unit"). 

c) The ownership of the Leases, insofar as the same cover Section 9, T-l 9-S, R-29-E, 
NMPM, in depths below the base of the Bone Spring Formation down to 100 feet 
below the total depth drilled respectively in the earning well drilled on each of the 
N/2 Unit and S/2 Unit shall be as follows: 

Herbert T. Boles 46.5% X.00625 .00290625 WI 
Monarch Resources 46.5% X.11875 .05521875 WI 
ThomasM. Beall 26.75%X.13 .03477500 WI 
Fuel Products, Inc. 26.75% X.13 .03477500 WI 
Bold Energy, LP 46.5% X.875 .40687500 WI 
Oxy USA WTP, 53.5% X.87 .46545000 WI 



Limited Partnership 

d) Ownership of the Leases and Lands, insofar as the same cover Section 9, T-l 9-S, R-
29-E, NMPM, in depths below 3,000 feet subsurface down to and including, but not 
below, the base of the Bone Spring Fonnation: 

Limited Partnership 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY 
USA, Inc. as Operator, and Threshold Development Company, et al., as Non-
Operators, the contract area for which is the Lands, and this Stipulation of Interest 
shall have no effect on the rights of the parties pursuant to the Operating 
Agreement, as to existing accounts, elections, including without limitation elections 
previously made to participate, or not participate in any proposed operation, or 
existing rights duties or obligations of the parties pursuant thereto. 

The parties hereby sell, transfer, and assign, without warranty of title, one to the other 
such interest in the Leases, as to the Lands as is necessary to give effect to the above stipulated 
ownership percentages, together with: 

a) A like undivided interest in, to or under or by virtue of the presently existing and 
valid unitization, communitization, and pooling agreements and the properties 
covered and the units and pooled and communitized acres created thereby (including, 
but not limited to, all units formed under orders, regulations, rules or other official 
acts of any federal, state or other governmental agency), insofar and only insofar as 
such agreements, properties and units relate to the Leases and Lands and for which 
ownership is stipulated herein; 

b) A like undivided interest in or to all improvements, easements, surface leases, 
permits, rights-of-way, licenses, servitudes and other similar interests necessary or 
useful to or used in connection with the exploration, development or operation of the 
Leases or the Lands for which ownership is stipulated herein; 

c) A like undivided interest in or to all personal property, fixtures and improvements 
appurtenant to or located on or near the Lands, or used or held for use in connection 
with the production, treatment, storage or transportation of oil, gas, casinghead gas, 
condensate, distillate or other liquid or vaporous hydrocarbons or other minerals from 
the Leases for which ownership is stipulated herein; such personal property, fixtures 
and improvements shall include, but shall not be limited to, all Hydrocarbons in 
tanks, and all wells, tanks, boilers, buildings, plants, fixtures, machinery and other 
equipment, pipelines, powerlines, telephone lines, roads and other appurtenances 
pertaining to the Leases for which ownership is stipulated herein; and 

d) A like undivided interest in or to all rights, duties and obligations attributable to or 
arising from any valid oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases or production therefrom or attributable thereto. 

f) That certain Operating Agreement dated March 27, 1997, by and between OXY 
USA, Inc. as Operator, and Threshold Development Company, et al., as Non-
Operators, the contract area for which is the Lands, and this Stipulation of Interest 
shall have no effect on the rights of the parties pursuant to the Operating 
Agreement, as to existing accounts, elections, including without limitation elections 
previously made to participate, or not participate in any proposed operation, or 
existing rights duties or obligations of the parties pursuant thereto. 

This Stipulation is expressly made subject to: 

Herbert T. Boles 
Monarch Resources 

50% X .00625 
50% X . 11875 

.00312500 WI 

.05937500 WI 

.03250000 WI 

.03250000 WI 

.43750000 WI 

.43500000 WI 

Thomas M. Beall 
Fuel Products, Inc, 
Bold Energy, LP 
Oxy USA, WTP 

25%X.13 
25%X.13 
50% X .875 
50% X .87 

a) A proportionate part of the covenants, provisions, royalties and terms of the Leases; 



b) The terms and conditions of all existing orders, rules and regulations and ordinances 
of federal, state and other governmental agencies having jurisdiction; 

c) Any valid and subsisting oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases; 

d) A proportionate part of all overriding royalty interests, restrictions, exceptions, 
reservations, burdens, encumbrances, conditions, limitations, interests, instruments, 
agreements and other matters, if any, which are of record in the state and county 
above named and which burden or affect the properties, rights or interests herein 
assigned; and 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY 
USA, Inc. as Operator, and Threshold Development Company, et al., as Non-
Operators, the contract area for which is the Lands. 

This Stipulation shall inure to the benefit of and be binding upon the parties hereto and 
their respective heirs, successors and assigns. 

This instrument may be executed in any number of counterparts, no one of which need 
bear the signature of all the parties, but any one of which may serve as an original for all 
purposes. This instrument shall not be binding on any executing party, until signed by all parties. 

Dated this day of April, 2007, to be effective, however, as of the date each well 
drilled under the March 27,1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA, WTP LIMITED PARTNERSHIP 
By: OXY USA, INC., General Partner 

Joseph Castillo 
President 

William B. Bledsoe, Attorney in Fact 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 

Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
_, 2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a 

Limited Partnership. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

) 
)SS. 
) 

Notary Public 



The foregoing instrument was acknowledged before me this day of , 
2007, by William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA, WTP LIMITED 
PARTNERSHIP, a Delaware Limited Partnership 

Notary Public 
STATE OF TEXAS ) 

)SS. 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 
2007, by Leland A. Hodges, as President of MONARCH RESOURCES, INC., a J 
Corporation. 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by Thomas M. Beall and wife. Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by Herbert F. Boles and wife. Norma Jean Boles 

Notary Public 



BOLD ENERGY, LP 
418 w. WALL, sums SCO 
MIDLAND, TEXAS 79701 

MAIN: 4324386-1100 
FAX: 4324389-1104 

March 19,2007 

Mr. David R. Evans 
OXY USA WTP LP 
6 Desta Drive, Suite 6000 
Midland, TX 79705 

Mr. Dick Freeh 
Monarch Resources, Inc. 
115 W. 7 t h Street, Suite 1310 
Fort Worth, Texas 76102 

Mr. Herbert Boles 
223 W. Wall, Suite 825 
Midland, TX 79701 

Mr. Thomas M. Beall 
550 W. Texas, Suite 220 
Midland, TX 79701 

Mr. Thomas M. Beall 
Fuel Products, Inc. 
PO Box 3098 
Midland, TX 79702 

Subject: Termination of Farmout Agreement dated 3/27/97 
Turkey Track - Sec. 8 & 9, T19S, R29E 
Eddy County, NM 

Gentlemen: 

By agreement ("Agreement") dated March 27, 1997, Threshold Development Company, Broad 
Street Financial Company, Leland Hodges and Herbert F. Boles ("Farmors") farmed out to Oxy 
USA Inc. ("Oxy") certain ownership interests in Sec. 8, as to all depths below three thousand 
feet subsurface, and in Section 9, as to all depths below five thousand feet subsurface, all in 
Township 19 South, Range 29 East, Eddy County, New Mexico. The Agreement required Oxy 
to commence drilling operations on the referenced lands and earn certain rights in said lands, 
subject to a continuous development obligation. The Parties named above are the original 
parties to that Agreement. 



OXY USA WTP L.P. 
March 19, 2007 
Page 2 

The successors and assigns to the Agreement are Bold Energy LP, Monarch Resources, 
Inc., Herbert F. Boles, OXY USA WTP LP, Thomas M. Beall and Fuel Products, Inc. 

The obligation wells have been drilled and completed pursuant to the Agreement. The 
reversionary, after payout interests are vested in the Farmors. 

The parties to the Agreement have made and delivered some, but not all, assignments 
and transfers of interests in the leases and lands that are called for by, and are the subject of the 
Agreement. 

The parties have determined that the Agreement no longer serves any practical purpose, 
and desire to terminate the Agreement and stipulate as to their current interest in the leases and 
lands the subject of the Agreement. A Stipulation of Interest (the "Stipulation") has been 
prepared as an Attachment "A" to this letter. 

For adequate consideration, the Parties named above, being all parties in interest to the 
Agreement, or their successors and assigns, hereby terminate the Agreement and each of them 
release one another from any and all obligations created by the Agreement, from and after 
March 19, 2007, except that the parties agree that the Operating Agreement appended to the 
Agreement as Exhibit "C", is a valid agreement, and from and after the execution of this letter 
by all parties, and the execution of the Stipulation by all parties, shall be the only agreement 
between the parties to govern all rights, duties, liabilities and obligations of the parties, and 
among them, as to the leases and lands the subject of the Agreement. 

If you concur the obligations have been satisfied under this agreement, we ask for you 
to please execute this letter in the space provided below, and further execute the unattached 
Stipulation of Interest. Please return one original of each to the attention of Peggy Kerr-
Worthington. This Letter may be executed in any number of counterparts, no one of which 
need bear the signatures of all of the parties, but any one of which will constitute an original 
hereof for all purposes. In order for this letter to become effective all current parties subject to 
the Agreement must execute this letter. 

Sincerely, 
Bold Energy, LP 

Peggy Kerr-Worthington 

(Signature spaces on the following page.) 



OXY USA WTP L.P. 
March 19, 2007 
Page 3 

OXY USA WTP L.P. Monarch Resources, Inc. 

By: By:_ 
Printed Name: Printed Name: 
Title: Title: 

Herbert Boles Thomas M. Beall 

Norma Jean Boles Carolyn R. Beall 

Bold Energy LP 

Joseph Castillo 
President of Bold Energy, LP 



Exhibit "A : 

Attached to that certain Letter dated March 19,2007 between Oxy, et al and Bold Energy, LP 

STIPULATION OF INTEREST 

Reference is here made for all purposes to those certain leases (the "Leases") and lands (the 
"Lands") described below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10, 1939 
December 1, 1991 
December 1, 1995 

Recording Data: Not Available 

Lands: All of Section 8, as to all depths below three thousand feet subsurface, and 
Section 9, as to all depths below five thousand feet subsurface, Township 19 
South, Range 29 East, N.M.P.M., Eddy County, New Mexico 

Under that certain Letter Agreement (the "1997 Agreement") dated March 27, 1997, Threshold 
Development Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, 
("Farmors") fanned out to Oxy USA, Inc., an interest in Section 8, as to all depths below three thousand 
feet subsurface, and Section 9 as to all depths below five thousand feet subsurface in Township 19 
South, Range 29East, Eddy County, New Mexico. 

Oxy USA, Inc. has performed pursuant to the 1997 Agreement, and received assignments, as therein 
provided, subject to certain after payout rights of the Farmors. Whereas, certain Assignments reflecting 
after payout rights as provided for in the 1997 Agreement as to Section 8 were not executed, delivered 
or filed of record. 

Through various conveyances, the ownership of the rights in the Leases and Lands are now vested in 
Bold Energy LP, Monarch Resources, Inc., Herbert F. Boles, Thomas M. Beall, Fuel Products, Inc. and 
Oxy USA WTP Limited Partnership. 

Now, therefore, for value received, the owners identified above do hereby covenant, stipulate and agree 
that: 

a) Payout has occurred for all wells drilled under the 1997 Agreement. 

b) Pursuant to the 1997 Agreement: 

(i) The OXY Champion State No. 1 well was drilled in the N/2 of Section 9, T-l 9-S, R-29-
E, NMPM, to a total depth of 11,500'subsurface, and the N/2 of said Section 9 was 
established as the earned spacing unit for such well (the "N/2 Unit"); and 

(ii) The OXY Sparkplug State No. 1 well was drilled in the S/2 of Section 9, T-l 9-S, R-29-
E, NMPM, to a total depth of 11,500' subsurface, and the S/2 of said Section 9 was 
established as the earned spacing unit for such well (the "S/2 Unit"). 

c) The ownership of the Leases, insofar as the same cover Section 9, T-l 9-S, R-29-E, NMPM, 
in depths below the base of the Bone Spring Fonnation down to 100 feet below the total 
depth drilled respectively in the earning well drilled on each of the N/2 Unit and S/2 Unit 
shall be as follows: 

Herbert T.Boies 46.5% X.00625 .00290625 WI 
Monarch Resources 46.5% X . 11875 .05521875 WI 
ThomasM.Beall 26.75%X. 13 .03477500 WI 
Fuel Products, Inc. 26.75% X.13 .03477500 WI 



Bold Energy, LP 46.5% X.875 .40687500 WI 
Oxy USA WTP, 53.5% X.87 .46545000 WI 
Limited Partnership 

d) Ownership of the Leases and Lands, insofar as the same cover Section 9, T-l 9-S, R-29-E, 
NMPM, in depths below 3,000 feet subsurface down to and including, but not below, the 
base of the Bone Spring Formation: 

Limited Partnership 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. 
as Operator, and Threshold Development Company, et al., as Non-Operators, the contract 
area for which is the Lands, and this Stipulation of Interest shall have no effect on the 
rights of the parties pursuant to the Operating Agreement, as to existing accounts, 
elections, including without limitation elections previously made to participate, or not 
participate in any proposed operation, or existing rights duties or obligations of the 
parties pursuant thereto. 

The parties hereby sell, transfer, and assign, without warranty of title, one to the other such 
interest in the Leases, as to the Lands as is necessary to give effect to the above stipulated ownership 
percentages, together with: 

a) A like undivided interest in, to or under or by virtue of the presently existing and valid 
unitization, communitization, and pooling agreements and the properties covered and the 
units and pooled and communitized acres created thereby (including, but not limited to, all 
units formed under orders, regulations, rules or other official acts of any federal, state or 
other governmental agency), insofar and only insofar as such agreements, properties and 
units relate to the Leases and Lands and for which ownership is stipulated herein; 

b) A like undivided interest in or to all improvements, easements, surface leases, permits, 
rights-of-way, licenses, servitudes and other similar interests necessary or useful to or used 
in connection with the exploration, development or operation of the Leases or the Lands for 
which ownership is stipulated herein; 

c) A like undivided interest in or to all personal property, fixtures and improvements 
appurtenant to or located on or near the Lands, or used or held for use in connection with 
the production, treatment, storage or transportation of oil, gas, casinghead gas, condensate, 
distillate or other liquid or vaporous hydrocarbons or other minerals from the Leases for 
which ownership is stipulated herein; such personal property, fixtures and improvements 
shall include, but shall not be limited to, all Hydrocarbons in tanks, and all wells, tanks, 
boilers, buildings, plants, fixtures, machinery and other equipment, pipelines, powerlines, 
telephone lines, roads and other appurtenances pertaining to the Leases for which ownership 
is stipulated herein; and 

d) A like undivided interest in or to all rights, duties and obligations attributable to or arising 
from any valid oil, casinghead gas and gas sales, purchase, exchange and processing 
contracts and agreements, insofar and only insofar as the same are appurtenant or relate to 
the Leases or production therefrom or attributable thereto. 

f) That certain Operating Agreement dated March 27,1997, by and between OXY USA, Inc. 
as Operator, and Threshold Development Company, et al., as Non-Operators, the contract 
area for which is the Lands, and this Stipulation of Interest shall have no effect on the 
rights of the parties pursuant to the Operating Agreement, as to existing accounts, 
elections, including without limitation elections previously made to participate, or not 
participate in any proposed operation, or existing rights duties or obligations of the 
parties pursuant thereto. 

This Stipulation is expressly made subject to: 

Herbert T. Boles 
Monarch Resources 
Thomas M. Beall 
Fuel Products, Inc 
Bold Energy, LP 
Oxy USA, WTP 

25%X.13 
25%X.13 
50% X .875 
50% X .87 

50% X .00625 
50% X. 11875 

.00312500 WI 

.05937500 WI 

.03250000 WI 

.03250000 WI 

.43750000 WI 

.43500000 WI 

a) A proportionate part of me covenants, provisions, royalties and terms of the Leases; 



b) The terms and conditions of all existing orders, rules and regulations and ordinances of 
federal, state and other governmental agencies having jurisdiction; 

c) Any valid and subsisting oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are appurtenant 
or relate to the Leases; 

d) A proportionate part of all overriding royalty interests, restrictions, exceptions, reservations, 
burdens, encumbrances, conditions, limitations, interests, instruments, agreements and other 
matters, if any, which are of record in the state and county above named and which burden 
or affect the properties, rights or interests herein assigned; and 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. 
as Operator, and Threshold Development Company, et al., as Non-Operators, the contract 
area for which is the Lands. 

This Stipulation shall inure to the benefit of and be binding upon the parties hereto and their 
respective heirs, successors and assigns. 

This instrument may be executed in any number of counterparts, no one of which need bear the 
signature of all the parties, but any one of which may serve as an original for all purposes. This 
instrument shall not be binding on any executing party, until signed by all parties. 

Dated this day of April, 2007, to be effective, however, as of the date each well drilled 
under the March 27, 1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA, WTP LIMITED PARTNERSHIP 
By: OXY USA, INC., General Partner 

Joseph Castillo William B. Bledsoe, Attorney in Fact 
President 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 

Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
, 2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a Limited 

Partnership. 

Notary Public 
STATE OF TEXAS ) 

)SS. 
COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of , 2007, by 
William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA, WTP LIMITED PARTNERSHIP, a 
Delaware Limited Partnership 



Notary Public 
STATE OF TEXAS ) 

)SS. 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of , 2007, by 
Leland A. Hodges, as President of MONARCH RESOURCES, INC., a Corporation. 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of , 2007, 
bv Thomas M. Beall and wife. Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by Herbert F. Boles and wife. Norma Jean Boles 

Notary Public 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 

Sent: Thursday, April 26, 2007 4:37 PM 

To: 'Peggy Kerr" 

Subject: RE: Stipulation of Interest and Termination Agreement 

Peggy, are the interests in d correct? David 

From: Peggy Kerr [mailto:Peggy.Kerr@boldenergy.com] 
Sent: Thursday, April 26, 2007 3:52 PM 
To: Peggy Kerr; Rick Montgomery 
Cc: Evans, David (Midland, Texas) 
Subject: RE: Stipulation of Interest and Termination Agreement 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

From: Peggy Kerr 
Sent: Thursday, April 26, 2007 3:42 PM 
To: 'Rick Montgomery' 
Cc: 'David_Evans@oxy.com' 
Subject: Stipulation of Interest and Termination Agreement 

Rick - Please review the attached Stipulation. I incorrectly informed you to prepare for a stipulation for Sec. 8 rather 
than Sec. 9. Sec. 9 assignments for the BIAPO has NOT been done. The recorded assignments from Oxy into THC 
for Sec. 8 are attached. 

David --1 will e-mail new document upon Mr. Montgomery's review. Bear with me in getting this done correctly. 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@boldenergy.com] 

Sent: Monday, April 30, 2007 11:25 AM 

To: Evans, David (Midland, Texas) 

Subject: FW: Termination Letter and Stipulation 

Attachments: Stipulation of Interest revised 4-26-07.doc; Oxy Termination Letter revised 4-26-07.doc 

Any word on whether these documents are satisfactory to Oxy? 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

From: Peggy Kerr 
Sent: Friday, April 27, 2007 10:37 AM 
To: 'David_Evans@oxy.com' 
Cc: 'Rick Montgomery' 
Subject: Termination Letter and Stipulation 

Dave The f o l l o w i n g i n f o r m a t i o n i s what you sent from Oxy's JIB. The attached 
s t i p u l a t i o n r e f l e c t s the leasehold ownership, but the NC i s taken care of i n f o l l o w i n g 
a r t i c l e . This has been reviewed by Rick Montgomery and we desire f o r t h i s document t o 
be reviewed and approved by Oxy. 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. as Operator, 
and Threshold Development Company, et al., as Non-Operators, the contract area for which is the Lands, 
and this Stipulation shall have no effect on the rights of the parties pursuant to the Operating Agreement, 
as to existing accounts, elections, including without limitation elections previously made to participate, or 
not participate in any proposed operation, or existing rights, duties or obligations of the parties pursuant 
thereto. 

From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 

0.03477500 035401 04 

0.03477500 039026 05 

0.00290630 042068 04 

0.05521870 043739 04 

0.40687500 080562 01 

05/08/2007 
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> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 

0.46545000 999241 02 

#1 

#1 

#1 

0.03477500 035401 

0.03477500 039026 

0.00290630 042068 

0.40687520 080562 

Thi 
me 
inte 
par 

0.52066850 999241 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 

> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 

Sent: Monday, April 30, 2007 4:38 PM 

To: 'Peggy Kerr1 

Subject: RE: Termination Letter and Stipulation 

Peggy, I am flying to Houston tomorrow to go over this with legal. I will be back next Monday hopefully with a 
document that has been signed... David 

From: Peggy Kerr [mailto:Peggy.Kerr@boldenergy.com] 
Sent: Monday, April 30, 2007 11:25 AM 
To: Evans, David (Midland, Texas) 
Subject: FW: Termination Letter and Stipulation 

Any word on whether these documents are satisfactory to Oxy? 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

From: Peggy Kerr 
Sent: Friday, April 27, 2007 10:37 AM 
To: 'David_Evans@oxy.com' 
Cc: 'Rick Montgomery' 
Subject: Termination Letter and Stipulation 

Dave The f o l l o w i n g i n f o r m a t i o n i s what you sent from Oxy's JIB. The attached 
s t i p u l a t i o n r e f l e c t s the leasehold ownership, but the NC i s taken care of i n f o l l o w i n g 
a r t i c l e . This has been reviewed by Rick Montgomery and we desire f o r t h i s document t o 
be reviewed and approved by Oxy. 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. as Operator, 
and Threshold Development Company, et ai, as Non-Operators, the contract area for which is the Lands, 
and this Stipulation shall have no effect on the rights of the parties pursuant to the Operating Agreement, 
as to existing accounts, elections, including without limitation elections previously made to participate, or 
not participate in any proposed operation, or existing rights, duties or obligations of the parties pursuant 
thereto. 

From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug wells 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0.03477500 035401 04 
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> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0.03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0.00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0.05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0.40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0.46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 
> 02 OXY USA WTP LP 
> 
> 
> David, 
> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 

0.03477500 035401 

0.03477500 039026 

0.00290630 042068 

0.40687520 080562 

0.52066850 999241 

Thi 
me 
inte 
par 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@boldenergy.com] 

Sent: Friday, April 27, 2007 10:37 AM 

To: Evans, David (Midland, Texas) 

Cc: Rick Montgomery 

Subject: Termination Letter and Stipulation 

Attachments: Stipulation of Interest revised 4-26-07.doc; Oxy Termination Letter revised 4-26-07.doc 

Dave The f o l l o w i n g i n f o r m a t i o n i s what you sent from Oxy's JIB. The attached 
s t i p u l a t i o n r e f l e c t s the leasehold ownership, but the NC i s taken care of i n f o l l o w i n g 
a r t i c l e . This has been reviewed by Rick Montgomery and we desire f o r t h i s document t o 
be reviewed and approved by Oxy. 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. as Operator, 
and Threshold Development Company, et al, as Non-Operators, the contract area for which is the Lands, 
and this Stipulation shall have no effect on the rights of the parties pursuant to the Operating Agreement, 
as to existing accounts, elections, including without limitation elections previously made to participate, or 
not participate in any proposed operation, or existing rights, duties or obligations of the parties pursuant 
thereto. 

From: Raptis, E l i 
> Sent: Thursday, March 22, 2007 1:34 PM 
> To: Evans, David (Midland, Texas) 
> Cc: Herrington, Gerald; Breed, W i l l i a m ; Grady, Richard 
> Subject: FW: Oxy Termination Letter.doc/OXY Champion and 
> Sparkplug w e l l s 
> Importance: High 
> 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 035401 04 
> THOMAS M BEALL 
> 73000018 OXY SPARKPLUG STATE #1 0 03477500 039026 05 
> FUEL PRODUCTS INC 
> 73000018 OXY SPARKPLUG STATE #1 0 00290630 042068 04 
> HERBERT F BOLES 
> 73000018 OXY SPARKPLUG STATE #1 0 05521870 043739 04 
> MONARCH RESOURCES INC 
> 73000018 OXY SPARKPLUG STATE #1 0 40687500 080562 01 
> BOLD ENERGY LP 
> 73000018 OXY SPARKPLUG STATE #1 0 46545000 999241 02 
> OXY USA WTP LP 
> 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 035401 
> 04 THOMAS M BEALL 
> 73000017 OXY CHAMPION STATE COM. #1 0 03477500 039026 
> 05 FUEL PRODUCTS INC 
> 73000017 OXY CHAMPION STATE COM. #1 0 00290630 042068 
> 04 HERBERT F BOLES 
> 73000017 OXY CHAMPION STATE COM. #1 0 40687520 080562 
> 01 BOLD ENERGY LP 
> 73000017 OXY CHAMPION STATE COM. #1 0 52066850 999241 
> 02 OXY USA WTP LP 
> 

Thi 
me 
inte 
par 

> David, 

05/08/2007 



> The Sparkplug #1 paid out 7/2001 and the expense DOI i s shown above 
> ( t h a t was a farmout). 
> The Champion #1 w i l l payout i n a few months and the expenses DOI i s 
> also shown above (non-consent p a r t y i s Monarch Res). 
> Thanks, E l i . 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Thursday, March 22, 2007 11:02 AM 
> To: Raptis, E l i ; Herrington, Gerald 
> Subject: Oxy Termination Letter.doc/OXY Champion and Sparkplug 
> w e l l s 
> Importance: High 

Peggy Kerr-Worthington 
Bold Energy LP 
415 W. Wall, Suite 500 
Midland, TX 79701 
(432) 686-1100 Office Phone 
(432) 686-1104 Fax 
(432) 230-9777 Cell Phone 

05/08/2007 



STIPULATION OF I N T E R E S T 

Reference is here made for all purposes to those certain leases (the "Leases") and lands 
(the "Lands") described below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10, 1939 
December 1, 1991 
December 1, 1995 

Recording Data: Not Available 

Lands: All of Section 8, as to all depths below three thousand feet subsurface, 
and Section 9, as to all depths below five thousand feet subsurface, 
Township 19 South, Range 29 East, N.M.P.M., Eddy County, New 
Mexico 

Under that certain Letter Agreement (the "1997 Agreement") dated March 27, 1997, Threshold 
Development Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, 
("Farmors") farmed out to Oxy USA, Inc., an interest in Section 8, as to all depttis below three 
thousand feet subsurface, and Section 9 as to all depths below five thousand feet subsurface in 
Township 19 South, Range 29East, Eddy County, New Mexico. 

Oxy USA, Inc. has performed pursuant to the 1997 Agreement, and received assignments, as 
therein provided, subject to certain after payout rights of the Farmors. Whereas, certain 
Assignments reflecting after payout rights as provided for in the 1997 Agreement as to Section 8 
were not executed, delivered or filed of record. 

Through various conveyances, the ownership of the rights in the Leases and Lands are now 
vested in Bold Energy LP, Monarch Resources, Inc., Herbert F. Boles, Thomas M. Beall, Fuel 
Products, Inc. and Oxy USA WTP Limited Partnership. 

Now, therefore, for value received, the owners identified above do hereby covenant, stipulate and 
agree that: 

a) Payout has occurred for all wells drilled under the 1997 Agreement. 

b) Pursuant to the 1997 Agreement: 

(i) The OXY Champion State No. 1 well was drilled in the N/2 of Section 9, T-l 9-
S, R-29-E, NMPM, to a total depth of 11,500'subsurface, and the N/2 of said 
Section 9 was established as the earned spacing unit for such well (me "N/2 
Unit"); and 

(ii) The OXY Sparkplug State No. 1 well was drilled in the S/2 of Section 9, T-l 9-S, 
R-29-E, NMPM, to a total depth of 11,500' subsurface, and the S/2 of said 
Section 9 was established as uie earned spacing unit for such well (the "S/2 
Unit"). 

c) The ownership of the Leases, insofar as the same cover Section 9, T-l 9-S, R-29-E, 
NMPM, in depths below the base of the Bone Spring Formation down to 100 feet 
below the total depth drilled respectively in me earning well drilled on each of the 
N/2 Unit and S/2 Unit shall be as follows: 

Herbert T. Boles 46.5% X .00625 .00290625 WI 
Monarch Resources 46.5% X . 11875 .05521875 WI 
Thomas M. Beall 26.75% X.13 .03477500 WI 
Fuel Products, Inc. 26.75% X . 13 .03477500 WI 
Bold Energy, LP 46.5% X.875 .40687500 WI 
Oxy USA WTP LP 53.5% X.87 .46545000 WI 



d) Ownership of the Leases and Lands, insofar as the same cover Section 9, T-l 9-S, R-
29-E, NMPM, in depths below 5,000 feet subsurface down to and including, but not 
below, the base of the Bone Spring Fonnation: 

Thomas M. Beall 
Fuel Products, Inc. 
Bold Energy, LP 
Oxy USA, WTP LP 

Herbert T. Boles 
Monarch Resources 

25%X.13 
25%X.13 
50% X .875 
50% X .87 

50% X .00625 
50% X . 11875 

.00312500 WI 

.05937500 WI 

.03250000 WI 

.03250000 WI 

.43750000 WI 

.43500000 WI 

The parties hereby sell, transfer, and assign, wimout warranty of title, one to the otiier 
such interest in the Leases, as to the Lands as is necessary to give effect to the above stipulated 
ownership percentages, togemer witii: 

a) A like undivided interest in, to or under or by virtue of the presently existing and 
valid unitization, communitization, and pooling agreements and the properties 
covered and the units and pooled and communitized acres created thereby (including, 
but not limited to, all units formed under orders, regulations, rules or other official 
acts of any federal, state or other governmental agency), insofar and only insofar as 
such agreements, properties and units relate to me Leases and Lands and for which 
ownership is stipulated herein; 

b) A like undivided interest in or to all improvements, easements, surface leases, 
permits, rights-of-way, licenses, servitudes and other similar interests necessary or 
useful to or used in connection wiui me exploration, development or operation of me 
Leases or the Lands for which ownership is stipulated herein; 

c) A like undivided interest in or to all personal property, fixtures and improvements 
appurtenant to or located on or near the Lands, or used or held for use in connection 
witii the production, treatment, storage or transportation of oil, gas, casinghead gas, 
condensate, distillate or other liquid or vaporous hydrocarbons or other minerals from 
the Leases for which ownership is stipulated herein; such personal property, fixtures 
and improvements shall include, but shall not be limited to, all Hydrocarbons in 
tanks, and all wells, tanks, boilers, buildings, plants, fixtures, machinery and other 
equipment, pipelines, powerlines, telephone lines, roads and other appurtenances 
pertaining to the Leases for which ownership is stipulated herein; and 

d) A like undivided interest in or to all rights, duties and obligations attributable to or 
arising from any valid oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases or production therefrom or attributable thereto. 

This Stipulation is expressly made subject to: 

a) A proportionate part of the covenants, provisions, royalties and terms of the Leases; 

b) The terms and conditions of all existing orders, rules and regulations and ordinances 
of federal, state and other governmental agencies having jurisdiction; 

c) Any valid and subsisting oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases; 

d) A proportionate part of all overriding royalty interests, restrictions, exceptions, 
reservations, burdens, encumbrances, conditions, limitations, interests, instruments, 
agreements and other matters, i f any, which are of record in me state and county 
above named and which burden or affect the properties, rights or interests herein 
assigned; and 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY 
USA, Inc. as Operator, and Threshold Development Company, et al., as Non-
Operators, the contract area for which is the Lands, and this Stipulation shall have no 
effect on the rights of the parties pursuant to the Operating Agreement, as to existing 
accounts, elections, including without limitation elections previously made to 
participate, or not participate in any proposed operation, or existing rights, duties or 
obligations of the parties pursuant mereto. 



This Stipulation shall inure to the benefit of and be binding upon the parties hereto and 
their respective heirs, successors and assigns. 

This instrument may be executed in any number of counterparts, no one of which need 
bear the signature of all the parties, but any one of which may serve as an original for all 
purposes. This instrument shall not be binding on any executing party, until signed by all parties. 

Dated this day of April, 2007, to be effective, however, as of the date each well 
drilled under me March 27, 1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA, WTP LIMITED PARTNERSHIP 
By: OXY USA, INC., General Partner 

Joseph Castillo 
President 

William B. Bledsoe, Attorney in Fact 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 

Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS 

COUNTY OF MIDLAND 

) 
)SS. 
) 

The foregoing instrument was acknowledged before me this day of 
_, 2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a 

Limited Partnership. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

) 
)SS. 
) 

Notary Public 

The foregoing instrument was acknowledged before me mis day of 
2007, by William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA, WTP LIMITED 
PARTNERSHIP, a Delaware Limited Partnership 

STATE OF TEXAS 

COUNTY OF 

Notary Public 

)SS. 

The foregoing instrument was acknowledged before me this day of _ 
2007, by Leland A. Hodges, as President of MONARCH RESOURCES, INC., a. 
Corporation. 

Notary Public 



STATE OF TEXAS ) 
) SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this 
2007, by Thomas M. Beall and wife. Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me mis 
2007, by Herbert F. Boles and wife. Norma Jean Boles 

Notary Public 



BOLD ENERGY, LP 
41S w . W A L L , SUITE 500 
M I D L A N D , T E X A S 79701 

MAIN: 432-686-1100 
FAX: 432-686-1104 

April 20,2007 

Mr. David R. Evans 
OXY USA WTP LP 
6 Desta Drive, Suite 6000 
Midland, TX 79705 

Mr. Dick Freeh 
Monarch Resources, Inc. 
115 W. 7 t h Street, Suite 1310 
Fort Worth, Texas 76102 

Mr. Herbert Boles 
223 W. Wall, Suite 825 
Midland, TX 79701 

Mr. Thomas M. Beall 
550 W. Texas, Suite 220 
Midland, TX 79701 

Mr. Thomas M. Beall 
Fuel Products, Inc. 
PO Box 3098 
Midland, TX 79702 

Subject: Termination of Farmout Agreement dated 3/27/97 
Turkey Track - Sec. 8 & 9, T19S, R29E 
Eddy County, NM 

Gentlemen: 

By agreement ("Agreement") dated March 27, 1997, Threshold Development Company, Broad 
Street Financial Company, Leland Hodges and Herbert F. Boles ("Farmors") farmed out to Oxy 
USA Inc. ("Oxy") certain ownership interests in Sec. 8, as to all depths below three thousand 
feet subsurface, and in Section 9, as to all depths below five thousand feet subsurface, all in 
Township 19 South, Range 29 East, Eddy County, New Mexico. The Agreement required Oxy 
to commence drilling operations on the referenced lands and earn certain rights in said lands, 
subject to a continuous development obligation. The Parties named above are the original 
parties to that Agreement. 



OXY USA WTP L.P. 
April 20, 2007 
Page 2 

The successors and assigns to the Agreement are Bold Energy LP, Monarch Resources, 
Inc., Herbert F. Boles, OXY USA WTP LP, Thomas M. Beall and Fuel Products, Inc. 

The obligation wells have been drilled and completed pursuant to the Agreement. The 
reversionary, after payout interests are vested in the Farmors. 

The parties to the Agreement have made and delivered some, but not all, assignments 
and transfers of interests in the leases and lands that are called for by, and are the subject of the 
Agreement. 

The parties have determined that the Agreement no longer serves any practical purpose, 
and desire to terminate the Agreement and stipulate as to their current interest in the leases and 
lands the subject of the Agreement. A Stipulation of Interest (the "Stipulation") has been 
prepared as an Attachment "A" to this letter. 

For adequate consideration, the Parties named above, being all parties in interest to the 
Agreement, or their successors and assigns, hereby terminate the Agreement and each of them 
release one another from any and all obligations created by the Agreement, from and after 
April 20, 2007, except that the parties agree that the Operating Agreement appended to the 
Agreement as Exhibit "C", is a valid agreement, and from and after the execution of this letter 
by all parties, and the execution of the Stipulation by all parties, shall be the only agreement 
between me parties to govern all rights, duties, liabilities and obligations of the parties, and 
among them, as to the leases and lands the subject of the Agreement. 

If you concur the obligations have been satisfied under this agreement, we ask for you 
to please execute this letter in the space provided below, and further execute the unattached 
Stipulation of Interest. Please return one original of each to the attention of Peggy Kerr-
Worthington. This Letter may be executed in any number of counterparts, no one of which 
need bear the signatures of all of the parties, but any one of which will constitute an original 
hereof for all purposes. In order for this letter to become effective all current parties subject to 
the Agreement must execute this letter. 

Sincerely, 
Bold Energy, LP 

Peggy Kerr-Worthington 

(Signature spaces on the following page.) 



OXY USA WTP L.P. 
April 20,2007 
Page 3 

OXY USA WTP L.P. Monarch Resources, Inc. 

By: By:_ 
Printed Name: Printed Name: 
Title: Title: 

Herbert Boles Thomas M. Beall 

Norma Jean Boles Carolyn R. Beall 

Bold Energy LP 

Joseph Castillo 
President of Bold Energy, LP 



Exhibit "A" 
Attached to that certain Letter dated April 20,2007 between Oxy, et al and Bold Energy, LP 

STIPULATION OF I N T E R E S T 

Reference is here made for all purposes to those certain leases (the "Leases") and lands (the 
"Lands") described below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: 

Dated: 

Recording Data: 

Lands: 

Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

April 10, 1939 
December 1, 1991 
December 1,1995 

Not Available 

All of Section 8, as to all depths below three thousand feet subsurface, and 
Section 9, as to all depths below five mousand feet subsurface, Township 19 
South, Range 29 East, N.M.P.M., Eddy County, New Mexico 

Under that certain Letter Agreement (the "1997 Agreement") dated March 27, 1997, Threshold 
Development Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, 
("Farmors") farmed out to Oxy USA, Inc., an interest in Section 8, as to all depths below three thousand 
feet subsurface, and Section 9 as to all depths below five thousand feet subsurface in Township 19 
South, Range 29East, Eddy County, New Mexico. 

Oxy USA, Inc. has performed pursuant to die 1997 Agreement, and received assignments, as therein 
provided, subject to certain after payout rights of the Farmors. Whereas, certain Assignments reflecting 
after payout rights as provided for in the 1997 Agreement as to Section 8 were not executed, delivered 
or filed of record. 

Through various conveyances, the ownership of me rights in the Leases and Lands are now vested in 
Bold Energy LP, Monarch Resources, Inc., Herbert F. Boles, Thomas M. Beall, Fuel Products, Inc. and 
Oxy USA WTP Limited Partnership. 

Now, merefore, for value received, the owners identified above do hereby covenant, stipulate and agree 
that: 

a) Payout has occurred for all wells drilled under the 1997 Agreement. 

b) Pursuant to the 1997 Agreement: 

(i) The OXY Champion State No. 1 well was drilled in the N/2 of Section 9, T-19-S, R-
29-E, NMPM, to a total depth of 11,500'subsurface, and the N/2 of said Section 9 was 
established as the earned spacing unit for such well (the "N/2 Unit"); and 

(ii) The OXY Sparkplug State No. 1 well was drilled in the S/2 of Section 9, T-l 9-S, R-29-
E, NMPM, to a total depth of 11,500' subsurface, and the S/2 of said Section 9 was 
established as the earned spacing unit for such well (the "S/2 Unit"). 

c) The ownership of the Leases, insofar as the same cover Section 9, T-l 9-S, R-29-E, NMPM, 
in depths below me base of the Bone Spring Formation down to 100 feet below the total 
depth drilled respectively in the earning well drilled on each of the N/2 Unit and S/2 Unit 
shall be as follows: 

Herbert T. Boles 46.5% X .00625 .00290625 WI 
Monarch Resources 46.5% X . 11875 .05521875 WI 
Thomas M. Beall 26.75% X. 13 .03477500 WI 
Fuel Products, Inc. 26.75% X. 13 .03477500 WI 
Bold Energy, LP 46.5% X .875 .40687500 WI 
Oxy USA WTP LP 53.5% X.87 .46545000 WI 



d) Ownership of the Leases and Lands, insofar as the same cover Section 9, T-l 9-S, R-29-E, 
NMPM, in depths below 5,000 feet subsurface down to and including, but not below, the 
base of the Bone Spring Formation: 

Herbert T. Boles 
Monarch Resources 

50% X .00625 
50% X . 11875 

.00312500 WI 

.05937500 WI 

.03250000 WI 

.03250000 WI 

.43750000 WI 

.43500000 WI 

Thomas M. Beall 
Fuel Products, Inc. 
Bold Energy, LP 
Oxy USA, WTP LP 

25%X.13 
25%X.13 
50% X .875 
50% X .87 

The parties hereby sell, transfer, and assign, without warranty of title, one to the other such 
interest in me Leases, as to the Lands as is necessary to give effect to the above stipulated ownership 
percentages, together with: 

a) A like undivided interest in, to or under or by virtue of the presently existing and valid 
unitization, communitization, and pooling agreements and the properties covered and the 
units and pooled and communitized acres created thereby (including, but not limited to, all 
units formed under orders, regulations, rules or other official acts of any federal, state or 
omer governmental agency), insofar and only insofar as such agreements, properties and 
units relate to the Leases and Lands and for which ownership is stipulated herein; 

b) A like undivided interest in or to all improvements, easements, surface leases, permits, 
rights-of-way, licenses, servitudes and other similar interests necessary or useful to or used 
in connection with the exploration, development or operation of the Leases or the Lands for 
which ownership is stipulated herein; 

c) A like undivided interest in or to all personal property, fixtures and improvements 
appurtenant to or located on or near the Lands, or used or held for use in connection with 
the production, treatment, storage or transportation of oil, gas, casinghead gas, condensate, 
distillate or other liquid or vaporous hydrocarbons or other minerals from the Leases for 
which ownership is stipulated herein; such personal property, fixtures and improvements 
shall include, but shall not be limited to, all Hydrocarbons in tanks, and all wells, tanks, 
boilers, buildings, plants, fixtures, machinery and other equipment, pipelines, powerlines, 
telephone lines, roads and other appurtenances pertaining to the Leases for which ownership 
is stipulated herein; and 

d) A like undivided interest in or to all rights, duties and obligations attributable to or arising 
from any valid oil, casinghead gas and gas sales, purchase, exchange and processing 
contracts and agreements, insofar and only insofar as the same are appurtenant or relate to 
the Leases or production therefrom or attributable thereto. 

This Stipulation is expressly made subject to: 

a) A proportionate part of the covenants, provisions, royalties and terms of the Leases; 

b) The terms and conditions of all existing orders, rules and regulations and ordinances of 
federal, state and other governmental agencies having jurisdiction; 

c) Any valid and subsisting oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are appurtenant 
or relate to the Leases; 

d) A proportionate part of all overriding royalty interests, restrictions, exceptions, reservations, 
burdens, encumbrances, conditions, limitations, interests, instruments, agreements and other 
matters, if any, which are of record in the state and county above named and which burden 
or affect me properties, rights or interests herein assigned; and 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA, Inc. 
as Operator, and Threshold Development Company, et al., as Non-Operators, the contract 
area for which is the Lands, and this Stipulation shall have no effect on the rights of the 
parties pursuant to the Operating Agreement, as to existing accounts, elections, including 
wimout limitation elections previously made to participate, or not participate in any 
proposed operation, or existing rights, duties or obligations of the parties pursuant thereto. 

This Stipulation shall inure to the benefit of and be binding upon the parties hereto and their 
respective heirs, successors and assigns. 



This instrument may be executed in any number of counterparts, no one of which need bear the 
signature of all the parties, but any one of which may serve as an original for all purposes. This 
instrument shall not be binding on any executing party, until signed by all parties. 

Dated this day of April, 2007, to be effective, however, as of die date each well drilled 
under the March 27, 1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA, WTP LIMITED PARTNERSHIP 
By: OXY USA, INC., General Partner 

Joseph Castillo 
President 

William B. Bledsoe, Attorney in Fact 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 

Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS 

COUNTY OF MIDLAND 
)SS. 
) 

The foregoing instrument was acknowledged before me this day of 

Partnership. 
2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a Limited 

STATE OF TEXAS 

COUNTY OF MIDLAND 

) 
)SS. 
) 

Notary Public 

The foregoing instrument was acknowledged before me this day of _, 2007, by 
William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA, WTP LIMITED PARTNERSHIP, a 
Delaware Limited Partnership 

STATE OF TEXAS 

COUNTY OF 

) 
)SS. 

Notary Public 

The foregoing instrument was acknowledged before me this day of _, 2007, by 
Leland A. Hodges, as President of MONARCH RESOURCES, INC., a. Corporation. 

Notary Public 



STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this 
bv Thomas M. Beall and wife, Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this 
2007, by Herbert F. Boles and wife. Norma Jean Boles 

Notary Public 



Read: Termination Letter and Stipulation Page 1 of 1 

Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 

Sent: Monday, April 30, 2007 4:41 PM 

To: Evans, David (Midland, Texas) 

Subject: Read: Termination Letter and Stipulation 

Attachments: ATT1478243.txt 

Your message 

To: Peggy.Kerr@boldenergy.com 
Subject: RE: Termination Letter and Stipulation 
Sent: 4/30/2007 4:37 PM 

was read on 4/30/2007 4:40 PM. 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 

Sent: Monday, April 30, 2007 4:45 PM 

To: Evans, David (Midland, Texas) 

Subject: RE: Termination Letter and Stipulation 

I'll buy you the biggest margarita in Texas if we can get this done!!! 

After this is signed, we sure would like to get with Oxy team and see if we can agree to other ideas for the Turkey 
Track area. 

First comes the document — Thanks for working on this. 

Peg 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 4:38 PM 
To: Peggy.Kerr@boldenergy.com 
Subject: RE: Termination Letter and Stipulation 

Peggy, I am flying to Houston tomorrow to go over this with legal. I will be back next Monday hopefully with a 
document that has been signed.. .David 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 

Sent: Monday, April 30, 2007 5:04 PM 

To: 'Peggy Kerr" 

Subject: RE: Termination Letter and Stipulation 

I will call you after we talk to the attorney 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, April 30, 2007 4:45 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Termination Letter and Stipulation 

I'll buy you the biggest margarita in Texas if we can get this done!!! 

After this is signed, we sure would like to get with Oxy team and see if we can agree to other ideas for the Turkey 
Track area. 

First comes the document — Thanks for working on this. 

Peg 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 4:38 PM 
To: Peggy.Kerr@boldenergy.com 
Subject: RE: Termination Letter and Stipulation 

Peggy, I am flying to Houston tomorrow to go over this with legal. I will be back next Monday hopefully with a 
document that has been signed.. .David 

05/08/2007 



Read: Termination Letter and Stipulation Page 1 of 1 

Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 

Sent: Monday, April 30, 2007 5:58 PM 

To: Evans, David (Midland, Texas) 

Subject: Read: Termination Letter and Stipulation 

Attachments: ATT1484494.txt 

Your message 

To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Termination Letter and Stipulation 
Sent: 4/30/2007 5:03 PM 

was read on 4/30/2007 5:57 PM. 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 

Sent: Wednesday, May 02, 2007 1:14PM 

To: Evans, David (Midland, Texas) 

Subject: RE: Termination Letter and Stipulation 

Please let me know the status. 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 5:04 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Termination Letter and Stipulation 

I will call you after we talk to the attorney 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, April 30, 2007 4:45 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Termination Letter and Stipulation 

I'll buy you the biggest margarita in Texas if we can get this done!!! 

After this is signed, we sure would like to get with Oxy team and see if we can agree to other ideas for the Turkey 
Track area. 

First comes the document — Thanks for working on this. 

Peg 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 4:38 PM 
To: Peggy.Kerr@boldenergy.com 
Subject: RE: Termination Letter and Stipulation 

Peggy, I am flying to Houston tomorrow to go over this with legal. I will be back next Monday hopefully with a 
document that has been signed....David 

05/08/2007 
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E v a n s , David (Midland, Texas) 

To: 

Cc: 

Sent: 

From: Evans, David (Midland, Texas) 

Monday, May 07, 2007 2:24 PM 

'Peggy Kerr" 

William Carr' 

Subject: RE: Termination Letter and Stipulation 

Importance: High 

I just spoke with our Attorney and we should be seeing the documents within the next hour or so will you accept an 
e-mailed executed document? David 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Wednesday, May 02, 2007 1:14 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Termination Letter and Stipulation 

Please let me know the status. 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 5:04 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Termination Letter and Stipulation 

I will call you after we talk to the attorney 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, April 30, 2007 4:45 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Termination Letter and Stipulation 

I'll buy you the biggest margarita in Texas if we can get this done!!! 

After this is signed, we sure would like to get with Oxy team and see if we can agree to other ideas for the Turkey 
Track area. 

First comes the document — Thanks for working on this. 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 4:38 PM 
To: Peggy.Kerr@boldenergy.com 
Subject: RE: Termination Letter and Stipulation 

Peggy, I am flying to Houston tomorrow to go over this with legal. I will be back next Monday hopefully with a 
document that has been signed....David 

Peg 

05/08/2007 
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Evans, David (Midland, Texas) 

From: Peggy Kerr [Peggy.Kerr@BoldEnergy.com] 

Sent: Monday, May 07, 2007 4:41 PM 

To: Evans, David (Midland, Texas) 

Subject: RE: Termination Letter and Stipulation 

Yes 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, May 07, 2007 2:24 PM 
To: Peggy.Kerr@BoldEnergy.com 
Cc: WCarr@hollandhart.com 
Subject: RE: Termination Letter and Stipulation 
Importance: High 

I just spoke with our Attorney and we should be seeing the documents within the next hour or so will you accept an 
e-mailed executed document? David 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Wednesday, May 02, 2007 1:14 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Termination Letter and Stipulation 

Please let me know the status. 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 5:04 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: RE: Termination Letter and Stipulation 

I will call you after we talk to the attorney 

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, April 30, 2007 4:45 PM 
To: Evans, David (Midland, Texas) 
Subject: RE: Termination Letter and Stipulation 

I'll buy you the biggest margarita in Texas if we can get this done!!! 

After this is signed, we sure would like to get with Oxy team and see if we can agree to other ideas for the Turkey 
Track area. 

First comes the document — Thanks for working on this. 

Peg 

From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, April 30, 2007 4:38 PM 

05/08/2007 
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To: Peggy.Kerr@boldenergy.com 
Subject: RE: Termination Letter and Stipulation 

Peggy, I am flying to Houston tomorrow to go over this with legal. I will be back next Monday hopefully with a 
document that has been signed....David 

05/08/2007 



Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Monday, May 07, 2007 4:41 PM 
'Peggy Kerr" 
FW: Any hope of having the Bold Agreement today or by 9 in the morning? 

Let's talk in the morning? David 

From: 
Sent: 
To: 
Subject: 

Janiszewski, Tom 
Monday, May 07, 2007 4:40 PM 
Evans, David (Midland, Texas) 
RE: Any hope of having the Bold Agreement today or by 9 in the morning? 

Yes. Tonight. 

Thomas A. Janiszewski 
Assistant General Counsel 
Occidental Permian Ltd. 
OXY USA WTP LP 
OXY USA Inc. 
Phone: 713.366.5529 
Fax: 713.985.1262 

From: Evans, David (Midland, Texas) 
Sent: Monday, May 07, 2007 4:39 PM 
To: Janiszewski, Tom 
Subject: Any hope of having the Bold Agreement today or by 9 in the morning? 

1 



Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Monday, May 07, 2007 4:44 PM 
To: 'Peggy Kerr' 
Subject: RE: Any hope of having the Bold Agreement today or by 9 in the morning? 

I am coming back t o the o f f i c e t o n i g h t t o review and send i t t o you....David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, May 07, 2007 4:43 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Any hope of having the Bold Agreement today or by 9 i n the morning? 

You bet we need t o t a l k before 11:00 as I've got a meeting at t h a t time. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, May 07, 2007 4:41 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Any hope of having the Bold Agreement today or by 9 i n the 
morning? 

Let's t a l k i n the morning? David 

> 
> From: Janiszewski, Tom 
> Sent: Monday, May 07, 2007 4:40 PM 
> To: Evans, David (Midland, Texas) 
> Subject: RE: Any hope of having the Bold Agreement today or by 9 
> i n the morning? 
> 
> Yes. Tonight. 
> 
> 
> 
> 
> Thomas A. Janiszewski 
> A s s i s t a n t General Counsel 
> Occidental Permian Ltd. 
> OXY USA WTP LP 
> OXY USA Inc. 
> Phone: 713.366.5529 
> Fax: 713.985.1262 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Monday, May 07, 2007 4:39 PM 
> To: Janiszewski, Tom 
> Subject: Any hope of having the Bold Agreement today or by 9 i n 
> the morning? 
> 
> 

1 



Evans, David (Midland, Texas) 

From: 
Sent: 
To: 
Subject: 

Evans, David (Midland, Texas) 
Tuesday, May 08, 2007 8:54 AM 
Janiszewski, Tom; Flynn, Steve (Houston) 
RE: Bold 

Thank you Tom. Looks good to me. Waiting on Bold's review and response before having the document's signed. David 

« File: Stipulation of Interest Oxy Comments 5J.2007.doc » « File: Oxy Termination Letter revised 4-26-07 Oxy 
comment 5J.2007.doc » 

Thomas A. Janiszewski 
Assistant General Counsel 
Occidental Permian Ltd. 
OXY USA WTP LP 
OXY USA Inc. 
Phone: 713.366.5529 
Fax: 713.985.1262 

Track ing: Recipient Read 

From: 
Sent: 
To: 
Subject: 

Janiszewski, Tom 
Monday, May 07, 2007 6:02 PM 
Evans, David (Midland, Texas); Flynn, Steve (Houston) 
Bold 

Here you go. 

Janiszewski, Tom 

Flynn, Steve (Houston) 

Read: 05/08/2007 9:29 AM 

Read: 05/08/2007 9:35 AM 

1 



Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Tuesday, May 08, 2007 8:18 AM 
To: 'Peggy Kerr' 

Subject: Oxy Termination Letter revised 4-26-07 Oxy comment 5 7 2007.doc 

Attachments: Oxy Termination Letter revised 4-26-07 Oxy comment 5 7 2007.doc 

Oxy Termination 
Letter revised... 

Peggy, I will send you the Stipulation next. I am reviewing now. David 

l 



Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Tuesday, May 08, 2007 11:10 AM 
To: 'William Carr'; Bush, Elizabeth S. 
Cc: Flynn, Steve (Houston); Janiszewski, Tom; Doty, Bob 
Subject: FW: Scanned Docs 

Attachments: Stipulation of lnterest.tif; Bold energy -Termination Farmout Agrt.tif 

Bill, originals of these documents were delivered to Bold this morning. Peggy has advised that the Termination Agreement 
would not be fully executed prior to the hearing set for Thursday. I will see you tomorrow in your offices around 1 o'clock. 
David 

From: 
Sent: 
To: 
Subject: 

Rodriguez, Rocio 
Tuesday, May 08, 2007 11:07 AM 
Evans, David (Midland, Texas) 
Scanned Docs 

Stipulation of Bold energy -
lnterest.tif (1... Termination Farm-

Tracking: Recipient 

'William Carr" 

Bush, Elizabeth S. 

Flynn, Steve (Houston) 

Janiszewski, Tom 

Doty, Bob 

Read 

Read: 05/08/2007 1.06 PM 

Read: 05/08/2007 11:34 AM 

1 



Evans, David (Midland, Texas) 

From: Evans, David (Midland, Texas) 
Sent: Tuesday, May 08, 2007 11:19 AM 
To: 'Peggy Kerr" 
Subject: RE: Any hope of having the Bold Agreement today or by 9 in the morning? 

Make sure t o b r i n g a jac k e t f o r Santa Fe! David 

O r i g i n a l Message 
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com] 
Sent: Monday, May 07, 2007 4:43 PM 
To: Evans, David (Midland, Texas) 

Subject: RE: Any hope of having the Bold Agreement today or by 9 i n the morning? 

You bet we need t o t a l k before 11:00 as I've got a meeting at t h a t time. 

O r i g i n a l Message 
From: David_Evans@oxy.com [mailto:David_Evans@oxy.com] 
Sent: Monday, May 07, 2007 4:41 PM 
To: Peggy.Kerr@BoldEnergy.com 
Subject: FW: Any hope of having the Bold Agreement today or by 9 i n the 
morning? 

Let's t a l k i n the morning? David 

> 
> From: Janiszewski, Tom 
> Sent: Monday, May 07, 2007 4:40 PM 
> To: Evans, David (Midland, Texas) 
> Subject: RE: Any hope of having the Bold Agreement today or by 9 
> i n the morning? 
> 
> Yes. Tonight. 
> 
> 
> 
> 
> Thomas A. Janiszewski 
> A s s i s t a n t General Counsel 
> Occidental Permian Ltd. 
> OXY USA WTP LP 
> OXY USA Inc. 
> Phone: 713.366.5529 
> Fax: 713.985.1262 
> 
> 
> 
> From: Evans, David (Midland, Texas) 
> Sent: Monday, May 07, 2007 4:39 PM 
> To: Janiszewski, Tom 
> Subject: Any hope of having the Bold Agreement today or by 9 i n 
> the morning? 
> 
> 

1 



B O L D E N E R G Y , LP 
418 w. WALL, sun-e SOO 
MIDLAND, TEXAS 79701 

M A I N : 432-686-1 f 00 
FAX: 432480-1104 

May 8, 2007 

Mr. David R. Evans 
OXY USA WTP Limited Partnership 
6 Desta Drive, Suite 6000 
Midland, TX 79705 

Mr. Dick Freeh 
Monarch Resources, Inc. 
115 W. 7 t h Street, Suite 1310 
Fort Worth, Texas 76102 

Mr. Herbert Boles 
223 W. Wall, Suite 825 
Midland, TX 79701 

Mr. Thomas M. Beall 
550 W. Texas, Suite 220 
Midland, TX 79701 

Mr. Thomas M. Beall 
Fuel Products, Inc. 
PO Box 3098 
Midland, TX 79702 

Subject: Termination of Farmout Agreement dated 3/27/97 
Turkey Track - Sec. 8 & 9, T19S, R29E 
Eddy County, NM 

Gentlemen: 

By agreement ("Agreement") dated March 27, 1997, Threshold Development Company, Broad 
Street Financial Company, Leland Hodges and Herbert F. Boles ("Farmors") farmed out to 
OXY USA Inc. ("OXY") certain ownership interests in Sec. 8, as to all depths below three 
thousand feet subsurface, and in Section 9, as to all depths below five thousand feet subsurface, 
all in Township 19 South, Range 29 East, Eddy County, New Mexico. The Agreement 
required OXY to commence drilling operations on the referenced lands and earn certain rights 
in said lands, subject to a continuous development obligation. The Parties named above are 
the original parties to that Agreement. 



OXY USA WTP Limited Partnership 
May 8, 2007 
Page 2 

The successors and assigns to the Agreement as to the Farmors are Bold Energy LP, 
Monarch Resources, Inc., and Herbert F. Boles. The successors and assignees of OXY are 
OXY USA WTP Limited Partnership, Thomas M. Beall and Fuel Products, Inc. 

The obligation wells have been drilled and completed pursuant to the Agreement. The 
reversionary, after payout interests are vested in the Farmors. 

The parties to the Agreement have made and delivered some, but not all, assignments 
and transfers of interests in the leases and lands that are called for by, and are the subject of the 
Agreement. 

The parties now desire to terminate the Agreement and stipulate as to their current 
interest in the leases and lands which are the subject of the Agreement. A Stipulation of 
Interest (the "Stipulation") has been prepared and is attached as Attachment "A" to this letter. 

For good and valuable consideration, the receipt and sufficiency of which is hereby 
acknowledged, the parties named above, being all of the parties in interest to the Agreement, or 
their successors and assigns, hereby terminate the Agreement and each of them release one 
another from any and all obligations created by the Agreement, from and after the date that this 
letter is fully executed, except that the parties agree that the Operating Agreement appended to 
the Agreement as Exhibit "C", is a valid agreement, and from and after the execution of this 
letter by all parties, and the execution of the Stipulation by all parties, shall be the only 
agreement between the parties to govern all rights, duties, liabilities and obligations of the 
parties, and among them, as to the leases and lands the subject of the Agreement. By executing 
this letter as provided for hereinbelow, each of the parties accepts, ratifies, and confirms that 
the Operating Agreement dated March 1, 1997 attached as Exhibit "C" to the Agreement is 
fully effective and binding as i f all parties had executed a single, original instrument. 

If you concur the obligations have been satisfied under this agreement, we ask for you 
to please execute this letter in the space provided below, and further execute the unattached 
Stipulation of Interest. Please return one original of each to the attention of Peggy Kerr-
Worthington. This Letter may be executed in any number of counterparts, no one of which 
need bear the signatures of all of the parties, but any one of which will constitute an original 
hereof for all purposes. This letter shall not become effective unless and until executed by all 
current parties to the Agreement. 

Sincerely, 
I Energy, LP 

Peggy Kerr-worthington' 



OXY USA WTP Limited Partnership 
May 8,2007 
Page 3 
(Signature spaces on the following page.) 

OXY USA WTP Limited Partnership. Monarch Resources, Inc. 

Bv: IJU. R /\e^jf> 
Printed Name: \A/<11< 
Title: 

By: 
%j? PrintedName: 

Title: 

Herbert Boles Thomas M. Beall 

Norma Jean Boles Carolyn R. Beall 

Bold Energy LP 

Joseph Castillo 
President of Bold Energy, LP 



ATTACHMENT "A 

STIPULATION OF INTEREST 

Reference is here made for all purposes to those certain leases (the "Leases") and lands 
(the "Lands") described below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10, 1939 
December 1, 1991 
December 1, 1995 

Recording Data: Not Available 

Lands: All of Section 8, as to all depths below three thousand feet subsurface, 
and Section 9, as to all depths below five thousand feet subsurface, 
Township 19 South, Range 29 East, N.M.P.M., Eddy County, New 
Mexico 

Under that certain Letter Agreement (me "1997 Agreement") dated March 27, 1997, Threshold 
Development Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, 
("Farmors") farmed out to OXY USA Inc., an interest in Section 8, as to all depths below three 
thousand feet subsurface, and Section 9 as to all depths below five thousand feet subsurface in 
Township 19 South, Range 29East, Eddy County, New Mexico. 

OXY USA Inc. has performed pursuant to the 1997 Agreement, and received assignments, as 
therein provided, subject to certain after payout rights of the Farmors. Whereas, certain 
Assignments reflecting after payout rights as provided for in the 1997 Agreement as to Section 8 
were executed, delivered or filed of record in Book 629, Page 553 and Book 629, Page 555 of the 
Public Records of Eddy County, New Mexico. 

Through various conveyances, me ownership of the rights in the Leases and Lands are now 
vested in Bold Energy LP, Monarch Resources, Inc., Herbert F. Boles, Thomas M. Beall, Fuel 
Products, Inc. and OXY USA WTP Limited Partnership (collectively, the "Owners"). 

Now, therefore, for good and valuable consideration, me receipt and sufficiency of which are 
hereby acknowledged, the Owners identified above do hereby covenant, stipulate and agree that: 

a) Payout has occurred for all wells drilled under the 1997 Agreement. 

b) Pursuant to the 1997 Agreement: 

(i) The OXY Checker State Com No. 1 well was drilled in the W/2 of Section 8, T-
19-S, R-29-E, NMPM, to a total depth of 11,470'subsurface, and the W/2 of said 
Section 8 was established as the earned spacing unit for such well (the "W/2 
Unit"); 

(ii) The OXY Auto State No. 1 well was drilled in the E/2 of Section 8, T-l 9-S, R-
29-E, NMPM, to a total depth of 11,460' subsurface, and the E/2 of said Section 
8 was established as the earned spacing unit for such well (the "E/2 Unit"); 

(iii) The OXY Champion State No. 1 well was drilled in the N/2 of Section 9, T-19-
S, R-29-E, NMPM, to a total depth of 11,500'subsurface, and the N/2 of said 
Section 9 was established as the earned spacing unit for such well (the "N/2 
Unit"); and 

(iv) The OXY Sparkplug State No. 1 well was drilled in the S/2 of Section 9, T-l 9-S, 
R-29-E, NMPM, to a total depth of 11,550' subsurface, and the S/2 of said 
Section 9 was established as the earned spacing unit for such well (the "S/2 
Unit"). 



c) The ownership of the Leases, insofar as the same cover Section 8, T-l 9-S, R-29-E, 
NMPM, in depths below the base of the Bone Spring Formation down to 100 feet 
below the total depth drilled respectively in die earning well drilled on each of the 
E/2 Unit and W/2 Unit shall be as follows: 

Herbert T.Boies .00290625 WI 
Monarch Resources .05521875 WI 
Thomas M. Beall .03477500 WI 
Fuel Products, Inc. .03477500 WI 
Bold Energy, LP .40687500 WI 
Oxy USA WTP Limited Partnership .46545000 WI 

d) Ownership of the Leases and Lands, insofar as the same cover Section 8, T-l 9-S, R-
29-E, NMPM, in depths below 3,000 feet subsurface down to and including, but not 
below, the base of the Bone Spring Formation: 

Herbert T. Boles .00312500 WI 
Monarch Resources .05937500 WI 
Thomas M. Beall .03250000 WI 
Fuel Products, Inc. .03250000 WI 
Bold Energy, LP .43750000 WI 
OXY USA WTP Limited Partnership .43500000 WI 

e) The ownership of the Leases, insofar as the same cover Section 9, T-l 9-S, R-29-E, 
NMPM, in depths below the base of the Bone Spring Formation down to 100 feet 
below the total depth drilled respectively in the earning well drilled on each of the 
N/2 Unit and S/2 Unit shall be as follows: 

Herbert T. Boles .00290625 WI 
Monarch Resources .05521875 WI 
Thomas M. Beall .03477500 WI 
Fuel Products, Inc. .03477500 WI 
Bold Energy, LP .40687500 WI 
Oxy USA WTP Limited Partnership .46545000 WI 

f) Ownership of the Leases and Lands, insofar as the same cover Section 9, T-l 9-S, R-
29-E, NMPM, in depths below 5,000 feet subsurface down to and including, but not 
below, the base of the Bone Spring Formation: 

Herbert T. Boles .00312500 WI 
Monarch Resources .05937500 WI 
Thomas M. Beall .03250000 WI 
Fuel Products, Inc. .03250000 WI 
Bold Energy, LP .43750000 WI 
Oxy USA, WTP Limited Partnership .43500000 WI 

The Owners hereby GRANT, CONVEY, SELL, TRANSFER AND ASSIGN, without 
warranty of title, one to the other such interest in the Leases, as to the Lands as is necessary to 
give effect to the above stipulated ownership percentages, together with: 

a) A like undivided interest in, to or under or by virtue of the presently existing and 
valid unitization, communitization, and pooling agreements and the properties 
covered and the units and pooled and communitized acres created thereby (including, 
but not limited to, all units formed under orders, regulations, rules or other official 
acts of any federal, state or other governmental agency), insofar and only insofar as 
such agreements, properties and units relate to the Leases and Lands and for which 
ownership is stipulated herein; 

b) A like undivided interest in or to all improvements, easements, surface leases, 
permits, rights-of-way, licenses, servitudes and other similar interests necessary or 
useful to or used in connection with the exploration, development or operation of the 
Leases or the Lands for which ownership is stipulated herein; 



c) A like undivided interest in or to all personal property, fixtures and improvements 
appurtenant to or located on or near the Lands, or used or held for use in connection 
with the production, treatment, storage or transportation of oil, gas, casinghead gas, 
condensate, distillate or other liquid or vaporous hydrocarbons or other minerals from 
the Leases for which ownership is stipulated herein; such personal property, fixtures 
and improvements shall include, but shall not be limited to, all Hydrocarbons in 
tanks, and all wells, tanks, boilers, buildings, plants, fixtures, machinery and other 
equipment, pipelines, powerlines, telephone lines, roads and other appurtenances 
pertaining to the Leases for which ownership is stipulated herein; and 

d) A like undivided interest in or to all rights, duties and obligations attributable to or 
arising from any valid oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases or production therefrom or attributable thereto. 

This Stipulation is expressly made subject to: 

a) A proportionate part of the covenants, provisions, royalties and terms of the Leases; 

b) The terms and conditions of all existing orders, rules and regulations and ordinances 
of federal, state and other governmental agencies having jurisdiction; 

c) Any valid and subsisting oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases; 

d) A proportionate part of all overriding royalty interests, restrictions, exceptions, 
reservations, burdens, encumbrances, conditions, limitations, interests, instruments, 
agreements and other matters, i f any, which are of record in the state and county 
above named and which burden or affect the properties, rights or interests herein 
assigned; and 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA 
Inc. as Operator, and Threshold Development Company, et al., as Non-Operators, the 
contract area for which is the Lands; Provided, however, that this Stipulation shall 
have no effect on the rights of the parties pursuant to the Operating Agreement, as to 
existing accounts, elections, including without limitation elections previously made 
to participate, or not participate in any proposed operation, or existing rights, duties 
or obligations of the parties pursuant thereto. 

This Stipulation shall inure to the benefit of and be binding upon the parties hereto and 
their respective heirs, successors and assigns. 

This instrument may be executed in any number of counterparts, no one of which need 
bear the signature of all the parties, but any one of which may serve as an original for all 
purposes. This instrument shall not be binding on any executing party, until signed by all parties. 

Dated this day of May, 2007, to be effective, however, as of the date each well 
drilled under the March 27, 1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA WTP LIMITED PARTNERSHIP 
By: OXY USA INC., General Partner 

Joseph Castillo 
President 

William B. Bledsoe, Attorney in Fact 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 



Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
, 2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a 

Limited Partnership. 

Notary Public 
STATE OF TEXAS ) 

)SS. 
COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA INC. as General 
Partner of OXY USA WTP LIMITED PARTNERSHIP, a Delaware Limited Partnership 

Notary Public 
STATE OF TEXAS ) 

)SS. 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 
2007, by Leland A. Hodges, as President of MONARCH RESOURCES, INC., a J 
Corporation. 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by Thomas M. Beall and wife. Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by Herbert F. Boles and wife. Norma Jean Boles 

Notary Public 
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1 OPERATING AGREEMENT 
2 
3 THIS AGREEMENT, entered into bv and h~~~r, OXY USA I n n . 
4 — — j. , hereinafter designated and 
5 referred to as "Operator", and the signatory party or partiet other than Operator, sometimes hereinafter referred to individually herein 
6 as "Non-Operator", and collectively as "Non-Operators". 
7 
8 WITNESSETH: j 
9 I; 

10 WHEREAS, the parties to this agreement are owners of oil and gas leases andfojr. ott and gas interests in the land identified in 
11 Exhibit "A", and the parties hereto have reached an agreement to explore and devetopj these leases and/or oil and gas interests for the 
12 production of oil and gas to the extent and as hereinafter provided, 
13 ' . • ! : ' 
14 NOW, THEREFORE, it is agreed as follows: 
15 
16 ARTICLE I. 
17 DEFINITIONS 
18 
19 As used in this agreement, the following words and terms shaU have the meanings here ascribed to them: 
20 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate! and al other liquid or gaseous hydrocarbons 
21 and other marketable substances produced therewith, unless sa intent to limit the mdjtisiveness of this, term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean th£ oil and gas leases covering tracts of land 
23 lying within the Contract Area which are owned by the parties to this agreement 
24 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of land lying within the 
23 Contract Area which are owned by parries to this agreement. 
26 D. The term "Contract Area" shall mean al of the lands, ofl and gas Icrbeliold interests and 
27 developed and operated for oil and gas purposes under this agreement Such lands, oil and gas leasehold interests and oU and gas interests 
28 are described in Exhibit "A". ; 
29 E. The term "driBing unk" shall mean the area fixed for the drilling of lone well by order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shafl be the driBing unit as establish-
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of! the DriBing Parties. 
32 " F. The term "drilbite" shal mean the oil and gas lease cc interest oo which a prcixieed weU u|to be kx»ted. 
33 '' G. Th* terms "Drilling Party" and "Consenting Party" shafl liiean a party wrio agrees to jew m and pay its share 
34 any operation conducted under the provisions of this agreement. 
33 . H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party niho elects not to participate 
36 in:a proposed operation. 
37 ;; 
38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 
39 singular, and the neuter gender includes the mascuKne and the fammne. 
40 [ 
41 ARTICLE D. 
42 EXHIBITS 1 

43 . J 
44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 
43 B A. Fj(hib*~v'A", shafl i h c ^ ' 
46 (1) Identification of lands subject to this agreement, ' 
47 (2) Restrictions, if any, aa to depths, formations, or substances, 
48 (3) Percentages or fractional interests of parties to this agreement, { 

49 (4) OU and gss leases and/or oil and gas interests subject to this agreement, : 
X) (3) Addresses of parties for notice purposes. . 
51 • B. Exhibit "B", Form of Lease. 
52 W_ C Exhibit "C", Accountmg Procedure. 
53 B D. Exhibit "D", Insurance. \\ 
54 5 E? E. Exhibit "E", Gas Balancing Agreement. 
55 B F. Bduoft "F", Nco-Disaiî  
56 P G. Exhibit "G", Tax F'artrienhip. ' 
57 If any provision of any exhibit, except Exhibits " E " and "G", is incontistfjtt with sny provision contained fad 
58 of this agreement, the provisions ia the body of ths sgreement shall prevail. 
59 !' 
60 ' 
61 ! 
62 !' 
« . . . |;. 
64 
65 
66 
67 
68 _ _ _ _ _ _ _ 

WqK avtlt>l 4w)tM>:tOlt It WlftiMl 
7a 
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ARTICLE in. 
INTERESTS OF PARTIES 

A. Oil and G«s Interests: 

Ii any party owns an oil and gaa interest in the Contract Area, that interest thai 
and during the term hereof at if it were covered by the form of oil and gas lease attach d 
shall be deemed to own both the royalty interest reserved in such lease and the interest 

B. Interests of Patties in Costs and Production: 

Unless changed by other provisions, afl costs and liabilities incurred in operations under this agreement shall be borne and 
paid, and aU equipment and materials acquired in operitioas on the Contract Area shall be owned, by the parties as their interests are set 
forth in Exhibit "A". In the same manner, the parties shall also own all production of and gu from die Contract Area subject to the 
payment of royalties to the extent <* cme-elghth Cl /8) ,_whicb. shall be borne as hereinafter set forth. 

be treated for all purposes of this agreement 
hereto as Exhibit "B", and the owner thereof 
of the lessee thereunder. 

Regardless of which party hu contributed the leasers) and/or oil and gas ni: 
payable, each party entitled to receive a share of production of oil and gas from the 
cause to be paid or delivered, to the extrnt oi its interest in such production, die royalty 
other parties free from any hab—ty therefor. No patty shall ever be responsible, however, 
by such party, to any other party's lessor or royalty owner, and if any such other 
receive settlement on a higher price basis, the party contributing the affected lease shall 
such higher price. 

terest(s) hereto on which royalty is due and 
Area shall bear and shall pay or deliver, or 

unount stipulated hereinabove and shall hold, the 
on a price basis higher than the price received 
's lessor or royalty owner should demand and 

Kir the additional royalty burden attributable to 

Contract 

rpariy 

Nothing contained in this Article III.B. shall be deemed an assignment or crossiassignment of interests covered hereby. 

C. Excess Royalties, Overriding Royalties and Other Payments: 

leise Unless changed by other provisions, if the interest of any party in any 
overriding royalty, production payment or other burden on production in excess of the 
burdened shall assume and alone bear all such excess obligations and shaD indemnify ant 
and all claims and demands for payment asserted by owners of such excess burden. 

D. Subsequently Created Interests: 

' If any party should hereafter create an overriding royalty, production payment 
attributable to its working interest hereunder, or if such a burden existed prior to this 
was not disclosed in writing to all oUser parties prior to trie executicfl ce1 mU agreement 
accepted obligation of all perries (aay such interest being hereinafter referred to as 
timing of its creation and the party out of whose working interest the subsequently 
to as "burdened party"), and: 

1. If the burdened party is required under tms agreement to assign or relinquish 
of its working interest aadVbr the production attributable thereto, said other pari J 
production free and char of said subsequently created interest and the burdened party 
or parties,' harmlna from any and al claims and demands Sor payment assert«| by 
and. 

covered hereby is subject to any royalty, 
unount stipulated in Article III.B., such party so 
hold the other parties hereto harmless from any 

or other burden payable out of production 
agreement and is not set forth in Exhibit "A", or 

all parties, or is not a jointly acknowledged and 
s ibsequehtty created interest" irrespective of the 

interest ; is derived being hereinafter referred created 

to any other party, or parties, all or a portion 
i, or parties, shafl receive said assignment andfer 

shall indemnify and save said other party, 
owners 'of the subsequently created interest; 

2. If the burdened parry tails to pay, when due, its share of expenses chargeable hereunder, al provisions of Article VTI.B. shad be 
enforceable against the subsequently created interest in the stmt manner as they are enforceable against the working interest of 
the burdened party. ; 

ARTICLE TV. 
TITLES 

A. Title Examination: 

Title examination shal bt made on the driSsitc of any proposed wel prior to cemmencernent of drilling operattans or, if 
die Drilling Parties to request, title extrmnatioa shafl be made on the leases and/or oil arid gas interests included, or planned to$t includ
ed, ia the drilling unit around such west Tbe opinion wOl mdade the ownership of the working interest, minerals, royalty, Sfwrridmg 
royalty and production payments under dat applicable leases. At tht host a wel is proposed, each party contrtwting leases and|£ oil and 
gas interests to the drfflsite, or to be toctadbi in such driUng unit, shaU furnish to Operttor all abstracts (inchiding federal fcj*t status 
reports), tide optmont, title papers and curative rnateriti ia its uotteision free of charge., Al such information not in the pcasesfcxi of or 
Made available to Operttor by tht parte, but necessary lor trie exarnination of the title, shall be ofcained by Ope i^^^Mr shall 
cause title to' be examined by attorneys on its staff or By outside attorneys. Copies of ill title opinions shall be furutsisWfo oic* party 

' hereto. The cost iricureed by Ofieratc* m thit - / 

• OfOOB No. I: Costs incurred by Operator ia feworing abstracts and title exarnination fmduding preUrrahjjgr, 
shut-in fjs royalty opinions and drrision order title oftnsoas) shall be a part of the adm&strtth-t overhead at ptqts' ' 
and shin not be e direct chtrge, whether performed by Operator's statt attorneys or by outside attorneys. 
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B Option No. 2: Costs incurred by Operator in procuring abstracts and tees paid outside! attorneys for title examination 
(including preliminary, supplemental, shut-in gas royalty opinions and division order title opinion]) shall be borne by the Drilling Parties 
in the proportion that the interest of each Drilling Party bears to the total interest of all drilling {Parties as such interests appear in Ex
hibit "A". Operator shaU make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 
mixtions. 

Each party shaD be responsible for securing curative matter and pooling amendments or agreements required in connection 
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling 
designations or declarations as weU as the conduct of hearings before governmental agencies tor the1 securing of spacing or pooling orders. 
This shall not prevent any party from appearing on its own behalf at any such hearing." 

No weB shall be driUed on the Contract Area until after (1) the title to the drillsite W drilling unit has been examined as above 
provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par
ticipate in the drilling of the well. , 

B. Loss of Title: 

1. Failuri ef Title: Shauld any oil and gas t i thwcin, be lost through' failure of title, which 1 
reduction of interest from that shown on Exhibit "A", the party contributing the affected lease or interest shall have ninety (90) d 
from final determination of title failure to acquire a new lease or other instrument curing the entirety of the tide failure, which acquisi
tion will not be subject to Article VDI.B., and failing to do so, this agreement, nevertheless, shal continue in force as to aB remaining oil 
and gas leases and interests: and, ' 

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss anefit shall not be 
entitled to recover from Operator or tbe other parties any development or operating costs which it may have theretofore paid or incurred, 
but there shall be no additional liability on its part to the other parties hereto by reason of such titlje failure; 

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the caxratwp/of the interest which has 
been lost, but the interests of tbe parties shall be revised on an acreage basis, as of the time it is detê ninied finally that title failure has oc
curred, so that the interest of the party whose lease or interest is affected by the title failure wiH thereafter be reduced in the Contract 
Area by the amount of the interest lost; 

(c) lf the proportionate interest of the other parties hereto in any producing well 1 t 'drilled on the Contract Area is 
t attributable to the increase in such in-

i paid by it in connection with such 
increased by reason of the title, failure, the party whose title has failed shaD receive the pn 
terest (less costs and burdens attributable thereto) until it has been reimbursed for unreco 
well; 

(d) Should any person not a party to this agreement, who is determined to ty/the owner qf any interest in the title which has 
failed, pay in any manner any part of the cost of operation, development, or equivalent, such amount shall be paid to the party or parties 
who bore the cosu which are so refunded; 

(e) Any liability to account to a third party lor prior production ofoil and gas which arises by reason of title failure shall be 
borne by the party or parties whose title failed in the same pro; 

(0 No charge shail be made to the joint account for legal t 
claimed by any party hereto, it being the intention of the parties J 
connection therewith. 

fin which they shared inj such prior production; and, 
, fees or salaries, irj connection with the defense of the interest 

Ireto that each shall defend title to its interest and hear all expenses in 

2. Loss by Non-Payment or Erroneous Paymenŷ f Amount Due: If, through mistake or oversight, any rental, shut-in well 
payment, minimum royalty or royalty payment, is nat paid or is erroneously paid, and as a result a least or interest therein terminates, 
there shall be no monetary liability against the pasty who failed to make such payment. Unless the party who failed to make the required 
payment secures a new lease covering the sanymterest within ninety (90) days from the discovery of the failure to make proper payment, 
which acquisition will not be subject to Article VID.B., the interests of the parties shaB be revised on an acreage basts, effective ts of the 
date of termination of the tease involved/and the party wbo failed to make proper payment will no longer be credited with an interest in 
the Conrract Area on accouot of ownership of the lease or interest which has terminated. Id the event the party who failed to make the 
required payment shal not have been fully reimbursed, tt the time of the loss, from the proceeds of the sale of oil and gas attributable ro 
the lost interest, calculated otyen acreage basis, for the development and operating costs theretofore paid on account of such interest, it 
shall be reimbursed for unr/covered actual costs theretofore paid by it (but not for itt share of the cost of any dry hole previously drilled 
or wells previously abandoned) from so much of the following at it necessary to effect reimbursement: 

(a) Proceeds oLotl and gas, lets operating expenses, theretofore accrued to the credit of the tost interest, on an acreage basis, 
up to the amount/of unrecovered costs; 

(b) Procerus, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 
oil tnd gaî neretftcr produced and marketed (excluding production from any weUs thereafter drilled) which, in the absence of such lease 

, would be attributable to the lost Interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
he oil and gas to be contributed by the other psrties in proportion to their respective interests; and, 

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of tltJTinterest 
tha privilege of partieiptting in tht Contract Ana ut beccauiug t party iu tliis agieemem:" 

3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.l. and IVB.2. above, shal be ji 
arid shaB be borne by afl parties in proportion to their interests. There shall be no readjustment of interests in die remaining 
the Contract Area. 

te—iw tom;-<ha* 4 Pufcdwg* undraw 
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, ARTICLE V. 
2 OPERATOR 
3 ; ' ; 
4 A. Designation and Respooaibilitiea of Operator: 

I OXY USA I n c . j ;• j shaU be tbe 
7 Operator of the Contract Area, and shaO conduct and direct and have full control of all operations on the Contract Area as permitted and 
8 required by, and within the limits of this agreement. It shad conduct afi such operation* in a good and .wortananKke manner, but it shal 
9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such at may result from grots 

10 negligence or willful misconduct. 

H 
12 B. Resignation or Removal of Operator and Selection of Successor: 
13 , 
14 1. Resignation or Removal of Operatori Operator may resign at any time by giving written notice thereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns tn interest hereunder in the Contract Area, or: is no Longer capable of serving as 
16 Operttor, Operator shaD be deemed to have resigned without any action by Non-Operators, except the selection of t successor. Operator 
17 may be removed if it fans or refuses to carry out its duties hereunder, or becomes insolvent̂  bankrupt or it placed in receivership, by the 
18 affirmative vote of two (2) or more Non-Operators owning a majority interest bated on ownership as s&own on Exhibit "A" remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shaO not become effective until 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 
21 by the Non-OperKors to remove Operator, unless a successor Operator has been selected and assume* tie duties of Operator at an earlier 
22 date; Operator, after effective date of resignation or removal, shaU be bound by the terms hereof at a Non Operator. A change of t cor-
23 portte name or structure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall not 
24 be the basis for removal of Operator. | 
25 ' 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator,; a successor Operator shall be selected by 
27 the parties. The successor Operator shal be selected from the parties owning an interest in the Contract Area at the time soda successor 
28 Operator n selected. The successor Operator shal be selected by the affirmative vote of two (2) or more parties owning a majority interest 
29 based on ownership as shown on Exhibit "A"; provided, however, if an Operator which hat been reraoved fails to vote or votes only to 
30 succeed itself, the successor Operator shal be selected by the affirmative vote of two (2) or more parties owning a majority interest based 
31 on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was removed. 
32 ; ! 

33 C. Employees: 
34 
35 The number of employees used by Operttor in conducting operations hereunder, their selection, and the hours of labor and the 
36 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
39 ; :i 
40 AB weBs drilled on the Contract Area shaB be oriUtd on a ccanr̂ litive contract batis at tlie — 
41 desires, Operator may employ itt own took and equipment in the drilling of wefts, but its charges therefor shal not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations ant commenced, and 
43 such work shaB be performed by Operator under the same terms and conditions as are customary and usual ia the area in contracts of m-
44 dependent contractors who are doing work of a similar nature. 
45 
46 
47 
48 
49 ARTICLE VL 
50 DRILLING AND DEVELOPMENT 
51 
52 A. Initial Well: J 
53 ' i i 
54 On nr nefc» ih> l 3 t Ay „i J u l y , 19_2_. Operator shall commerx* thedrilfogcJt weBfcr 
55 oil and gas at the following location: ' 
56 at Operator's choice i n either Section 8 or; 9, jTownship 19 South, 
57 Range 29 East, Eddy County, New Mexico 
58 
59 . . ', 
60 and shall thereafter continue the drilling of the wefl with due difigence to t h e Morrow.' 
61 M 
62 : i 
63 ': j 

65 unless granite or other practically impenetrable substance or corvdition in the hob, which renders farther 
driBing u 

66 countered at a lesser depth, or unless aB parties agree to complete or abandon the wel at a lessfr depth. 
67 : ] •/$ 
68 Operator shall make reasonable tests of tfl formations encountered during drilling which mtjmdication ^ 
69 gas in quantities sufficient to test, unless this agreement shal be limited in its eradication to a specific formation or 
70 event Operator shall be required to test only the farmadoc or formaooos to which this agreement may apply 
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cnntMued 

If, in Operator's judgment, the wed aril not produce oil or gaa in paying quantities, arid ii Irishes to plug and abandon the 
well as a dry hole, the provisions of Article VI.B.1. shaB thereafter apply. 

B. Subeequent Operational 

1. Proposed Operations; Should any party hereto desire to drifl any wel on the Contratt 
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of 
the parties and not then producing in paying quantities, the party desiring to driU, rework, deepei 
other parties written notice of the proposed operation, specifying the work to be performed, the 
tion and the estimated cost of the operation. The parties receiving such a notice thai have 
within which to notify the party wishing to do the work whether they elect to participate in the 
ing rig is on Icjcatioo, notice of a proposal to rework, plug back or drill deeper may be given by 
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure pf a 
the period above fixed shafl constitute an election by that party not to participate in the cost 
response given by telephone shaB be promptly confirmed in writing. 

Area other than the well provided 
parties or a wefl jointly owned by al 

or plug back such s wefl shal give the 
.^oc^depA, objective form. 

(30) days after receipt of the notice 
of the proposed operation. If a aril-

and the response period shall be 
iving such notice to reply within 

propoaed operation. Any notice or 

location, 
: thirty 

cost 
telephone 
parky recti: 
•of She1— 

If all parties elect to participate in such a proposed operation, Operator shall, within ninety 9̂0)̂  days after expiration of the notice 
period of thirty (30) days (or as promptly as possible after the expiration of tbe forty-eight (48) hoar period when a drilling rig is oo loca
tion, ss the case may be), actualy continence the proposed operation and complete it with due diligence at the risk and expense of all par
ties hereto; provided, however, said cc*nmencement date may be extended upon written notice of Wat by Operator to tht other parties, 
for a period of up to thirty (30) adisstional days if, in the sole opinion of Operator, such addhionai| tirne is reasonably necessary to obtain 
permits from governmental authorities, surface rights (including rights-of-way) or aftproprutt drilling equipment, or to complete title ex
arnination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI, if the 
actual operation has not been commenced within the time provided (mctudmg any exterisajn thereof as specifically permitted herein) and 
if any party hereto still desires to conduct said operation, written notice proposing seme must be resubmitted to the other parties in accor
dance with the provisions hereof as if no prior proposal had been made. 

2. Operations by Less than AB Parties: If any party receiving such notice as provided in1 Article VI.B.1. or VH.D.l. (Option 
No. 2) elects not to participate in the proposed operation, then, in order to be entitled to tht benejEts of thia Article, the party or parties 
giving the notice and such other parties as shaB elect to participate ht the operation shall, within ninety (90) days after the expiration of 
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a driBing rig is 
on location, as die case may be) actually commence the proposed operation and complete it with due diligence. Operator shaB perform aU 
work for the account of tht Consenting Parties; provided, however, if no drilling rig or other eqtitpmest is oo location, and it Operator is 
a Non-Consenting Party, the Consenting Parties shal either: (a) request Operator to perform the work required by such propoaed opera
tion for the account of the Consenting Psrties, or (b) designate one (1) of tht Ojnsenting Parties as Operator to perform such w 
sentiag Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shal comply with aB terms and con
ditions of this agreement. : 

If less than al parties approve any propoaed operation, the proposing party, uriroedietely after the expiration of the applicable 
notice period, shal advise the Counting Parties of the total interest of the parties approving such operation and its recornmendation as 
to whether the Consenting fttties shou_ proceed wim the operation _ p 
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shag advise the proposing party of ita desire to (a) limit par
ticipation to such perty'i interest aa shown on Exhibit "A" or (b) carry its proportionate part of Non-Consenting Parties' interests, and 
failure to advise the proposing party shall be deemed aa election under (a) In the event a drilling rig is on locatica, the time permitted for 
such a response shafl not exceed a total of forty-eight (48) hours (mdushre of Saturday, Sunday and legal holidays). The propoaing party, 
at its election, may withdraw such r*coosal if there is irtsufncient participation and shall promptly notify al parties of such decision. 

Tht entire cost and risk of ccasducting such operations shal be borne by the Consenting Parties ia tht proportions they have 
elected to bear stmt under the terms oi die preceding paragraph. Consenting Parties shal keep tht leasehold estatea 
operations free and clear of afl liena and encumbrances ĉ  every kind created b̂  
If such an operation results in a dry hole, the Oxisenting Parties shafl prog and abandon the wel and restore the surface 
soft cost, risk and expense. If any wefl drilled, reworked, deepened or plugged back trnder the provisions of this Article 
ducer of oil endfcr gaa in paying quantities, the Consenting Parties shafl complete and equip the wefl ro produce at their sole 
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continued 

1 and the well anal then be turned over to Operator and ahall be operated by it at the expense and for thi account of the Consenting Par 
2 ties. Upon ccromencement of operations for the drilling, reworking, deepening or phigging back of any such weU by Consenting Parties 
3 in accordance with the provisions of this Article, each Non-Corisentirig Party shaU be deemed to have rejaaquished to Consenting Parties, 
4 and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, al of such Non-Gxisenting 
5 Party's interest in the weU and share of production tlterefrom until the proceeds of the sale of such share, nictitated at the wel, or 
6 market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royally, overriding royalty and other in-
7 terests not excepted by Article OLD. payable out of or measured by the production from such welt accruing with respect to such interest 
8 until it reverts) shal equal the total of the following: : 

9 
10 
11 
12 (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead 
13 connections (including, but not firnked to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such 
14 Non-Consenting Party's share of the cost of operation of the wefl commencing with first production and continuing until each such Non-
15 Consenting Party's relinquished interest shal revert to it under other provisions of thai Article, ii being agreed that each Non-
16 Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting 
17 Party had it participated in the well from the beginning of the operations; and 
18 
19 
20 
21 (b) 300 % of that portion of the costs and expenses of drilling, reworking, deepening, pluggtrig back, testing and completing, 
22 after deducting any cash contributions received under Article VULG, and 300 of that portion of (he cost of newly acquired equip-
23 ment jn the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party il it had 
24 participated therein. 
25 
26 
27 
28 An election not to participate in the drilling or tbe deepening of a wefl shall be deemed an electibn not to participate in any re-
29 working or plugging back operation proposed in such a well, or portion thereof, so which the initial Non-Consent election applied that is 
30 conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment account. Any such 
31 reworking or plugging back operation conducted during the recoupment period shal be deemed part of the cost of operation of said wel 
32 and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent (100» of that portion of the costs of 
33 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had k participated therein. If 
34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VI.B. shall be ap-
35 ptkable as between said Consenting Parties in said well 
36 
37 
38 ; 
39 During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production, or the 
40 proceeds therefrom, Consenting Psrties shsll be responsible for the payment of all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share o( production not excepted by Ar-
42 tide III.D. 
43 
44 
45 
46 In the case of any reworking, phigging back or deeper drilling operation, the Consenting Parties shal be permitted to use, free 
47 of cost, afl casing, tubing and other equipment in the wel, but the ownership of all such equipment shall remain unchanged; and upon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shafl account for all such equip-
49 ment to the owners thereof, with each party receiving hs proportionate part in kind or in value, less cost of salvage. 
50 
51 
52 
53 Within sixty (60) days after the completion of any operation under this Article, thie party conducting the operations for the 
54 Consenting Parties shal furnish each Non-Consenting Party with an inventory of the equiprnent in arid cumected to the well, and an 
55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the wefl for production; or, at ia 
56 option, die operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly biB-
57 ings. Each month thereafter, during the time the Consenting Parties are bring reimbursed as provided 'above, the party cooducting the 
58 operations for the Consenting Parties shal furnish the Ncn-Consenting Parties with an iterriized statement of all costs and liabilities in-
59 curred in the operation of the wefl, together with a statement of the quantity of oil and gat produced from it md the amount e 
60 realized from the sale of the well's working interest production during the preceding month; In determining the quantity of j 
61 produced during any month, Consenting Patties shall usa industry accepted methods such ts, but not ̂ limited to, metering i 
62 well tests. Any amount realized from the sale or other disposition of equipment newly acquired in cormection with any i 
63 which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unrei 
64 of the work done and of the equipment purchased in detennining when the interest of such; Non-Consenting Party shall i 
65 above provided; and if there it t credit balance, it shal be paid to such Non-Consenting Party. j 
66 \ ; 
67 
68 
69 
70 
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1 If and when the Consenting Psrties recover from a Non-Consenting Party's relinquished interest the amounts provided for above, 
2 the relinquished interests of such Non Consenting Party shall automatically revert to it, and, (rem and after such reversion, such Non-
3 Consenting Party shaU own the same Interest in such well, the material and equipment in or pertaining thereto, and the production 
4 ' therefrom as such Non-Consenting Party would have been entitled Hi had it participated in the drilling, reworking, deepening or plugging 
5 back of said well. Thereafter, such Non-Corisenting Party shaU be charged with and shaU pay its proportionate part of the further costs of 
6 the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 

7 ; 
8 
9 

10 Notwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of aU parties, no wells shall 
11 be completed in or produced from a source of supply from which s weD located elsewhere on the Contract Area is producing, unless such 
12 weU conforms to the then-existing well spacing pattern for such source of supply. , 
13 
14 
15 
16 The provisions of this Article shall have no application whatsoever to the drilling of the! initial well described m Article VI A. 
17 except (a) as to Article VH.D.I. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial weU 
18 after it has been drilled to the depth specified in Article VIA. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
19 duction, ceases to produce kt paying quantities. 
20 
21 
22 
23 3. Stand-By Time: When a wel which has been drilled or deepened has reached its authorized depth and aU tests have been 
24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing s 
23 reworking, deepening, plugging back or conipleting operation in such a weU shal be charged and borne as part of the drilhng or deepen-
26 ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time pennitted, whichever 
27 first occurs, and prior to agreement as to the ptcticif«oog interests of al Consenting; Parties pursuant to the terms of the second gram-
28 rnatical paragraph of Article VI.B.2, shal be charged to arid borne as fMrt of the pror«sed operate but if the proposal is subsequently 
29 withdrawn because of insufficient participation, such stand-by costs shal be allocated, between the Consenting Parties in the proportion 
30 each Consenting Party's interest aa shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all Consenting Par-
31 ties. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this sgreement applicable to a "deepening'' operation shal 
36 . also be applicable to any proposal to directiortally control and intentionaUy deviate a wel from vertical so as to change the bottom hole 
37 location (herein called "sidetracking''), unless done to straighten the hole or to driU around junk in the hole or because of other 
38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the 
39 affected well bore tt the time of the notice shall, upon electing to participate, tender to the well bpre owners its proportionate share (equal 
40 to its interest in the sidetracking operation) of the value of that portion of the existing wel bore to be utilized as follows: 
41 
42 
43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shal be on the basis of the actual cosu incurred in 
45 the initial drilling of the wel down to the depth tt which the sidetracking operation ia initiated. 
46 
47 
48 
49 (b) If the proposal it for sidetracking a weU which has previously produced, reimbursement shal be on the basis of the well's 
50 salvable materials and equipment down to the depth at which the sidetracking operation it initiated, determined in accordance with the 
51 provisions of Exhibit " C " , lets the estimated cost of salvaging and the estimated cost of plugging and abandoning. 
52 
53 
54 
55 In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and 
57 receive up to eight (8) additional days after expiration of the forty-eight (48) hours wifliin which to respond by paying for all stand-by time 
58 incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
59 by costs shall be allocated between the partiet taking additional time to respond on a day-uxhy basis in the proportion each ejecting par-
60 ty't interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of al the electing parties. In alother m-
61 stances the response period to t proposal for sidetracking shall be limited to thirty (30) days.; 
62 
63 
64 
65 C. TAKING PRODUCTION IN sUNDr 
66 
67 Each party thai take kt kind or separately dispose of ks proportionate share of all oil and gat produced f 
68 exclusive of production which may be used in development and producing operations and in preparing and I 
69 marketing purposes and praJuction unavoidably lost. Any extra expenditure incurred in the taking in kind or s 
70 party of its proportionate share of the production shal be borne by such party. Any party taking io share of [ 

I, 
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1 required to pay tor only itt proportionate share of such part of Operator's surface facilities which it uses. 
2 I 
3 Each party shall execute such division orders and contracts as may be necessarjy for the sale of ks interest in productkn from 
4 the Contract Area, and, except ts provided in Article VII.B., shaB be entitled to receivi payment directly from the purchaser thereof for 
3 its share of afl production. , 
6 ; !• 
7 In the event any party shafl fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 
8 the oil produced from the Contract Area, Operator shal have the right, subject to the revocation at will by the party owning it, but not 
9 the obligation, to purchase such oil ot seB it to others at any time and from time to time, for the account of the non-taxing party st the 

10 best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the 
11 owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously 
12 delivered to t purchaser. Any purchase or sale by Operttor of any other party's share of oil shafl be only for such reasonable periods of 
13 time as are consistent with the minimum needs of the industry under the particular circumstances; but in no event for a period in excess 
14 of one (1) year. ; 
15 
16 In the event one or more parties' separate disposition of its share of the gat causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-ttrday basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales to 
18 be allocated to it, the balancing or accounting between the respective accounts of the parties shaB be in accordance with any gas balancing 
19 agreement between the parties hereto, whether such an agreement is attached as Exhibit "E", or is a separate agreement. 
20 
21 D. Access to Contract Area and Information: 
22 
23 Etch party shall have access to the Contract Area at aU reasonable times, at its sole cost andjrisk to inspect or observe operations, 
24 and shafl have access at reasonable times to information pertaining to the development or operation thereof, including Operator's books 
23 and records relating thereto. Operator, upon request, shafl furnish each of the other parties with copies of all forms or reports filed with 
26 governmental agencies, daily driBing reports, wel logs, tank tables, dairy gauge and run tickets and reports of stock on hand at the first of 
27 each month, and shall make available samples of any cores or cuttings taken from anv wefl drilled on the Contract Area. The cost of 
28 garnering and furnishing mforniation to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-
29 quests the iruormation. ' 
30 
31 E. Abaalonanent of Wellt: 
32 
33 1. Abandonment of Dry Holes; Except for any well drilled or deepened pursuant to Artiest VI.B.2., any wefl which hat been 
34 drilled or deepened under the terms of this agreement and is propoaed to be completed as a dry hole shaB not be plugged and abandoned 
35 without the consent of aB parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
37 such well, such party shal be deemed to have consented to the proposed abandonment. AB such weBs shall be plugged and abandoned in 
38 accordance with ar̂ liribk; regulation 
39 such wefl. Any party who objects to plugging tnd abtnoxxting such wefl shall hive the right to take over the well and conduct further 
40 operations in search of ofl and/or gas subject to the provisions of Article VLB. 
41 
42 2. Abandonment of WeBs that have Produced: Except for any wefl in which; a Non-Consent operation has been conducted 
43 hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any wefl which has been completed ts t 
44 producer shaB not be plugged and abandoned without the consent of aB parties, li aB parties consent to such abandonment, the well shafl 
43 be plugged and abandoned in accordance with applicable regulations and at the cost, risk tnd expense oi al the parties hereto. If, within 
46 thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such wel, 
47 those wishing to continue its operation from tbe mtervaKs) of the formation(s) then open to prc<lujtfon shaB tender to each of the other 
48 parties its prorx»tionate share of the value of the wefl's saKaWe material and equipment, dk-terminê  in accordance with the provisions of 
49 Exhibit "C", lest the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shaB assign 
30. - the non-abandontng partiet, without warranty, express or implied, ts to tide or as to quantity, orj fitness for use of the equipment and 
31 material, al of its interest in the wefl and related equipment, together with its interest kt the leasehold estate as to, but only as to, the in-
52 tervai or intervals of the formation or formations then open to prodtiction. If the interest of the abandoning party is or includes an oil and 
53 gas interest, such party shal execute and deliver to the non-ar̂ aodoning party or parties: an oil and gas lease, limited to tbe interval or in-
54 tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil and/or gas is pro-
55 disced from the interval or intervals of the forrriation or formations covered thereby, such lease tp be on the form attached as Exhibit 
56 
57 
58 

60 I • 
61 m 
62 :. «R . 
63 ifT 

I 
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67 
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1 " B " 1 » e «»ignn»eno or Ictus so Umited shall encompass tht "drilling unit" upon wriich the wel is located. The payments by, and the 
2 assignments or leases to, the assigratea shaU be ta a ratio based up« 
j Contract Area io the aggregate of the percentages ct" particir»ticfl m t^ 
4 interests in the remaining portion of the Contract Area. 

r ' 
5 i 
6 Thereafter, abandoning parties shaU have no further responsibility, hability, or interest in toe operation of or protection from 
7 the well in the interval or intervals then open other than tht royalties retained in any least made under the terms of this Article. Upon re-
8 quest. Operator shall continue to operate the assigned well for the account of the rexi-acaridcaiing 'parties at the rates and charges con-
9 templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned 

10 wel. Upon proposed abandonment of the producing mtervaKs) assigned or leased, the assignor or lessor shall then nave tht option to 
11 repurchase its prior interest in the wefl (using the same valuation formula) and participate in further operations therein subject to the pro-
12 visions hereof. 
1} 
14 3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VI.E.2. above shall be applicable as between 
13 Consenting Parties in the event of the proposed abandonment of any wefl excepted from said Articles; provided, however, no well shall be 
16 permanently plugged and abandoned unless and until all parties having the right to condbct further operations therein have been notified 
17 of the proposed abandonment and afabrded trie opportunity to eta 
18 VI.E. 
19 • 
20 ARTICLE VII. 
21 EXPENDITURES AND LIABILITY OF PARTIES 
22 
23 A. Liability of Parties! 
24 : 
2 5 The liability of the parties shafl be several, ti« 
26 shall be liable only for hs proportionate share of the costs of developing and operating thie Contract Area, Accordingly, the lens granted 
27 among the parties in Article Vn.B. are gives to secure only the debts of each severally. It is not the taterttion of the parties to create, nor 
28 shall this agreement be construed as creating, a mining or other partnership or association, or to raider the parties liable as partners. 
29 ' .;' ; " 
30 0. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Operator a Ken upon its oil and gas rights in the Contract Area, and a security interest in its share 
33 of oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided ia Exhibit "C". To the extent that Operator has a security interest under the Uniform Gxnmercial Code of the 
35 state. Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
36 raining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the hen 
37 rights or security interest as security for the payment thereof. In aoMiticm, upon default by any Non-Operator in the payment of its share 
38 of expense. Operator shall have the right, without r^odice to ouSer rights or ren^^ 
39 the sale of such Non-Operator's share of oil andfcr gas until the amount owed by such Non-Operator, phis interest, has been paid. Each 
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a Ste lien 
41 and security interest to the Non-Operators to secure payment of Operator's proportionate share of expense. 
42 
43 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by 
44 Operator, the run-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in tht proportion that 
43 the interest of each such party bears to the interest of all such parties. Each party so paying its share of tbe unpaid amount shafl, to obtain 
46 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph; 
47 , 
48 C. Payments and Accounting: 
49 
50 Except at liereta otherwise specî ^ 
51 and operation of the Contract Area pursuant to this agreement and shal charge each of the parties'hereto with their respective proper 
52 donate shares upon the expense basis provided in Exhibit "C". Operator shall 1 ^ an accurate reccrd of du jomt acccamt hereunĉ r, 
53 showing expenses incurred and charges and credits made aad received. 
54 
55 Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the estimated amount of the expense to be incurred ta operations hereunder during the next succeeding 
57 month, which right may be exercised only by subrnission to each such party of an iterniied statement of such estimated expense, together 
58 with an mvoice for its sfu« therec/. Each such statement and mvcece for t^ 
59 on or before the 20th day of the next preceding month. Each party shafl pay to Operator its proportionate share of such < 
60 fifteen (15) days after such estimate and invoice is received. If any party fans to pay its share of said estimate within said t 
61 due shal bear interest as provided in Exhibit "C" until paid. Proper adjustment shal be made monthly between advances a 
62 pense to the end that each party shafl bear and pay its proportionate share of actual expenses incurred, and no more. 
63 
64 D. Limitation of Expenditures: 
65 ' 
66 1. Drill or Deepen: Without the consent of afl psrties, no well shafl be drilled or deepened, except any wefl t 
67 pursuant to the provisions of Article VI.B.2. of this agreement. Content u the drifting or deeprajfag shal i 
68 
69 
70 

' * * ttf •du UJM-IJV*! attrt'i t>»hibinji 
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ARTICLE VII 
Continued 

1 • Option No. 1: AU necessary expenditures for the drilling or deepening, testing, completing ind equipping of the well, including 
2 necessary tankage and/or surface facilities. ' { 
J ' { , ! 
4 IB Option No. 2: AU necessary expenditures for the drilling or deepening and testirig of the well. When such well has reached its 
5 authorized depth, and all tests have been completed, and the results thereof furnished to tjie parties. Operator shall give immediate notice 
6 to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight 
7 (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
8 tempt. Such election, when made, shall include consent to aB necessary expenditures for the completing and equipping of such weU, in-
9 eluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall 

10 constitute an election by that party not to participate in the cost of the completion attempt. If one orlmore, but less than aB of the parties, 
11 elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase'"reworking, deepening or plugging 
12 back'' as contained in Article VI.B.2. shall be deemed to include "completing'') shaB apply to the operations thereafter conducted by less 
13 than all parties. 
14 i j 
15 2. Rework or Plug Back: Without the consent of aU parties, no well shall he reworked or plugged back except a well reworked or 
16 plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall 
17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage 
18 and/or surface facilities. ' 
19 | i 
20 3. Other Operations: Without the consent of all parties, Operator shaB not undertake any j single project reasonably estimated 
21 ir.n^.,l,».n^p,wtir,.«iin«r>«ni . F i f t y Thrrtisainti [ Dollars (} £ 0 ^ 0 0 , 0 . 00 ) 
22 except in connection with a wefl, the driBing, reworking, deepening, completing, recompleting, rjr plugging back of which has been 
23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are required 
25 to deal with the emergency to safeguard Bfe and property but Operator, as promptly as possible, shajU report the emergency to the other 
26 parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting 
27 an information copy thereof for any single project costing in excess nl T w e n t y - j f i v e Thousand 
28 Dollars (1 2 5 , 0 0 0 . 0 0 _ ) but less than the amount first set forth above in this paragraph. 
29 i 
30 E. Rentals, Shut-in Well Payments and Minimum Royalties: 
31 ! i ' 
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the 
33 party or parties who subjected such lease to this agreement at iu or their expense. In the event two or more parties own and have con-
34 tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and in 
35 behalf of all such parties. Any party may request, and shal be entitled to receive, proper evidence Of all such payments. In the event of 
36 failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
38 visions of Article 1V.B.3 . 
39 I \ 
40 Operator shafl notify Non Operator of the anticipated completion of a shut-in gas well, or the|shutting in or return to production 
41 of a producing gas wefl, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify 
43 Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment 
44 shafl be borne jointly by the parties hereto under the provisions of Article IV.B.3. ; 
45 ! 
46 F. Taxes: j 
47 I 
48 Beginning with the first calendar year after the effective date hereof, Operator shal render for ad valorem taxation al property 
49 subject to tins agreement which by bw should be rendered for such taxes, and it shall pay al suet) taxes assessed thereon before they 
50 become delinquent. Prior to the rendition date, each Non-Operator shafl furnish Operator information as to burdens (to include, but not 
51 be limited to. royalties, overriding royalties and production payments) on leases and oU and gas interests contributed by such Non-
52 Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shafl inure to the benefit of the owner or 
54 owners of such leasehold estate, and Operator shall adjust the charge to such owner or earners so at to reflect the benefit of such reduc-
55 tion. If the ad valorem taxes are based in whose or in part upon separate valuations of each party's wo rking interest, then nrxwithstanttng 
56 anything to the contrary herein, charges to tbe joint account shafl be made and paid by the partie i hereto in accordance with the tax 
57 value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in 
58 the manner provided in Exhibit "C". j 
59 
60 If Operator considers any tax assessment improper. Operator may, at its discretion, protest within the time andjrnanner 
61 prescribed by bw, and prosecute the protest to a final determination, unless afl parties agree to abandon the protest prior to f$ ' 
62 mutation. During the pendency of administrative or judicial proceedings. Operator may eject to pay, (under protest, aU such t 
63 interest and penalty. When any such protested assessment shal have been finally determined, Operator shall pay the tax for t 
64 count, together with any interest and penalty accrued, and the total cost shafl then be assessed againsjt the parties, and be paid bjr| 
65 provided in Exhibit "C". I _ 
66. • . : i 
67 Each party shafl pay or cause to be paid all production, severance, excise, gathering and other tables imposed upon jfaiOijSt 
68 the production or handling of such party's share of oil andAsr gas produced under the: terms of this agreement. % \ 
69 I \ \ ^ J?; 
70 ; 
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ARTICLE VII 

G. Insurance: 

At all times while operations are conducted hereunder, Operator shall comply with ĥe workmen's compensation law of 
the state where the operations are being conducted; provided, however, that Operalor may be a self-Insurer for liability under said com
pensation laws in which event the only charge that shaD be made to the joint account shall be as provided in Exhibit "C". Operator shall 

; also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit "D", attached to and made a part 
hereof. Operator shall require aU contractors engaged in work on or for the Contract Area to con ply with the workmen's compensation 
law of the state where the operations are being conducted and to maintain such other insurance as Operator may require. 

In the event automobile public liability insurance is specified in said Exlubk "6", or sub sequently receives the approval of the 
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment. 

ARTICLE VIII. 
ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST 

A. Surrender of Leases: 
> I 

The leases covered by this sgreement, insofar as they embrace acreage in the Contract Arjra, shaU noi be surrendered in whole 
or in part unless all parties consent thereto. 

; 1 

However, should any party desire to surrender its interest in any lease or in any portion ĥereof, and the other parties do not 
agree or consent thereto, the party desiring to surrender shaD assign, without express: or Implied warranty of title, aB of its interest in 
such lease, or portion thereof, and any weB, material and equipment which may be located tjiereoo and any rights in production 
thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning! party is or includes an oil and gas in
terest, the assigning party shall execute and deliver to the party or parties not consenting to such siirrender an oil and gas lease covering 
such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such 
lease to be on the form attached hereto as Exhibit "8". Upon such assignment or lease, the assigning party shall be relieved from aB 
obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any wefl 
attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the 
party assignor or lessor the reasonable salvage value of the latter's interest in any weth and equipment attributable to the assigned or leas
ed acreage. The value of all material shafl be determined in accordance with the provisions of Exhibit "C", less the estimated cost of 
salvaging and the estimated cost of plugging and ahmooning. K the assignment or lease is in favoa of more than one party, the interest 
shall be shared by such parties in the proportions that the interest of each bears tq the total intjrest of all such parties. 

Any assignment, lease or surrender made under this provision shall not reduce or change rhje assignor's, lessor's or surrendering 
party's interest as it was immediately before the assignment, lease or surrender ia the balance of! the Contract Area; and the acreage 
assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 

B. Renewal or Extension of Leases: 

If sny party secures a renewal of any oil and gas lease subject to this agreement, all other p trties shall be notified promptly, and 
shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the 
renewal lease, insofar as such lease affects lands within tbe Contract Area, by paying to the party wt a acquired it their several proper pro
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shafl be ih proportion to the 
interests held at that time by the parties al the Contract Area. 

If some, but less than afl, of the parties elect to participate ia the purchase of a renewal lease, it shafl be owned by the parties 
who elect to participate therein, in a ratio based upon tbe relationship of their respective'percentage of participation in the Contract Area 
to the aggregate of the percentages of participation ia the Contract Area of all parties participating 11 the purchase of such renewal lease. 
Any renewal lease in which less than all parties elect to participate shafl not be subject to this a [reorient. 

Each party who participates in the purchase of a renewal tease shafl be given an assignment 
by the acquiring party. 

The provisions of this Article shall apply to renewal leases whether they are for the entire if terest covered by the expiring lease 
or cover only a portion of its area or an interest therein. Any renewal lease taken before the exptratk a of its predecessor tease, or taken or 
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease t 
traded for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal tease and shall not be j 
the provisions of this agreement. 

The provisions in this Article shall also be applicable lo extensions of oil and gas' leases. 

C. Acreage or Cash Contributions: 

of its proportionate interest therein 

While this agreement is in force, if any party contracts for a contribution of cash towards 
operation on the Contract Area, such contribution shall be paid to the party who conducted the dri ling or other q 
applied by it against the cost of such drilling or other operation H the cocmlHrtioo be m the form of [acreage, the parî jS^wh ĵ 
tribution is made shaB promptly tender an assignment of the acreage, without warranty df title, to the Drilling Partses-iĵ fte - ^ 

the drifting of .* VtJI or>s$. other 
jsnaBbe 

•H-
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ARTICLE VUl 

said Drilling Partiet shared the co*t of drilling the wel. Such acreage shall become > separate CootUct Are» and, to the extent possible, be 
governed by provisions identical to this agreement. Each party shall promptly notify aS other parties of any acreage or cash contributions 
it may obtain in support of any well or any other operation on the Contract Area. The above provisions shaD also be applicable to op
tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area. 

If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such 
consideration shall not be deemed a contribution as contemplated in this Article VuXC. 

D. Maintenance of Uniform Interest: 

For the purpose of maintaining uniformity of ownership in the oil and gat leasehold in erests covered by tins agreement, no 
party shall seal, encumber, transfer or make other disposition of its interest in the leases embraced 
equipment and production unless such disposition covers either: 

1. the entire interest of the party in all leases and equipment and production; or 

2. an equal undivided interest in all leases and equipment and production in the Contract 

within the Contract Area and in wefla, 

Every such sale, encumbrance, transfer or other disposition made by any party shall be 
and shal be made without prejudice to the right of the other parties. 

Area. 

made expressly subject to this agreement 

If, at any time the interest of any party is divided among and owned by four or more 
require such co-owners to appoint a single trustee or agent with ful authority to receive notices, 
and approve and pay such party's share of the joint expenses, and to deal generally widi, and 
party's interest within the scope of the operations embraced in this agreement; however, al such 
into and execute aB contracts or agreements for the disposition of their respective shares of the 
Area and they shal have the right to receive, separately, payment of the sale proceeds thereof. 

E. Waiver of Rights to Partition: 

If permitted by the laws of the sute or states in which the property covered jhereby is 1 xated, each party hereto owning an 
undivided interest in the Contract Area waives any and all rights it may have to partition and have 
interest therein. 

F. Preferential Right to Purchase: 

Operator, tt its discretion, may 
expenditures, receive bittangs for 

powcr to bind, the co-owners of such 
:o-ownera shail have the right to enter 

and gat produced from the Contract 

co-owners, 
at prove e 

witl I 

Ol 

set aside to it in severalty its undivided 

, or I f Should aui pan/ desire lei sell ill or any part of its intircjis under this agreement. 
Area, it shal promptly give written notice to the other parties, with full lnfocrnation concerning its 
name and address of the prospective purchaser (who must be ready, willing and able to 
of the offer. The other parties shal then have an optional prior right, for a pajrjl4aHet)TlD) days 
on the same terms and conditions the interest which the otherj)at«y proposes to seH; and, if this 
ing parties shall share the purchased mterestJiiaiie-pToporikea that the interest of each bears to 
ties. However, there shal 

proposed salê vhiefrsnaBlnctfide the 
itse price, and afl other terms 

iter receipt of the notice, to purchase 
o mortal right is exercised, the porch as-
t ie total interest of afl purchasing par

tial right to purchase in those cases where any party a ishes to mortgage hs interests, or to 
merger, reorganization, ccmsolidation, or sale of all or substantially all of ii s assets to a subsidiary or parent com-

majuiiti of the staefc. i sabsidiary ef a parent tempany; i i an) leniptny in whieh any ent parly owns-

ARTICLE IX 
INTERNAL REVENUE CODE ELECTION 

i rt̂ ttionship This agreement is not intended to create, and shall not be construed to create,' a 
for profit between or among the parties hereto. Notwithstanding any provision herein that the rij 
tnd not joint or collective, or that this agreement and operations hereunder shaB not constitute a 
purposes, this agreement and the operations hereunder are regarded as a partnership, each party 
from the application of all of the provisions of Subchapter "K", Chapter 1, Subtitle "A1", of the 
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder, 
ecute on behalf of each party hereby affected such evidence of this election it may be required by 
United Sti tes or the Federal Internal Revenue Service, induding specifically, but not byway of 
and the data required by Federal Regulations 1.761. Should there be any requirement that 
evidence of this election, each such party shafl execute such documents and furnish such other 
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party 
action inconsistent with the election made hereby. If any present or future income tax laws of the 
Area is located or any future income tax laws of the United States contain provisions similar to 
Subtitle "A", of the Internal Revenue Code of 1954, under which an election similar tô  that provided 
mined, each party hereby affected shaB make such election at may be permitted or required by 
tion, each such party states that the income derived by such party from operations hereunder can 
computation of partnership taxable income. 

f suet 
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ARTICLE X. 
CLAIMS AND LAWSUITS ' 

Operator rruy settle ny single uninsured third party damage claim or suit arising from operations hereunder if the expenditure 
A^nnrw^ -Thirgy Vhousand ; f Dollars 
(1 30 , 000 . 00 ) and if the payment is in complete settlement of such claim ;or suit. If tie amount required for settlement ex 

daim or suit, unless such authority is 
claim or suit shsll be at the joint ex 

made against any party or if any patty is 
control because of the rights given 

iuit shall be treated as any other claim 

ceeds the above amount, the parties hereto shal assume and take over the further handling of the 
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such 
penseof the parties participating in the operation from which the claim or suit arises. If a claim is 
sued on account of any matter arising from operations hereunder over which such individual has 
Operator by this agreement, such party shal immediately notify all other parties, and the claim or 
or suit involving operations hereunder. 

ARTICLE XL 
FORCE MAJEURE 

If any party is rendered unable, wholly or in part, by force majeure to carry out'its obligations 
the obligation to make money payments, that party shal give to all other parties prompt writ 
reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, 
majeure, shall be suspended during, but no longer than, the continuance of the force majeure, 
diligence to remove the force majeure situation as quickly as practicable. 

under this agreement, other than 
notice of the force majeure with 

i o far as they are affected by the force 
The) affected party shal use all reasonable 

The requirement that any force majeure shal be remedied with all reasonable dispatch shaU 
lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties 
within the discretion of the party concerned. 

The term "force majeure", as here employed, shall mean an act of God, strike! lockout, 
the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental 
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically 
not reasonably within the control of the party claiming suspension. ' 

ARTICLE XH. 
NOTICES 

Al notices authorized or required between the parties and required by any of the provision! 
specifically provided, shal be given in writing by mail or telegram, postage or charges prepaid, or 
the parties to whom the notice is given at the addresses listed on Exltibit "A". The originating r» 
shall be deemed given only when received by the party to whom such notice is directed, and the ti 
response thereto shall run from tbe date the originating notice is received. The second or any 
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or 
shal have the right to change its address at any time, and from time to time, by giving written 

ARTICLE XIII. 
TERM OF AGREEMENT 

other industrial disturbance, act of 
action, governmental delay, restraint 

enujnerated above or otherwise, which is 

This agreement shall remain in full force and effect as to the cti and gas leases and/or oil 
period of time selected below, provided, however, no party hereto shall ever be construed as having 
lease or oil and gas interest contributed by any other party beyond the term of this agreement. 

an i 

• Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or ire continued in force as to any part 
of the Contract Area, whether by production, extension, renewal or otherwise. 

S Option No. 2: In the event the wel described in Article VI.A., or any subsequent well 
agreement, results in production of oil and/or gas in paying quantities, this sgreement shal continu t in force so long as any such well or 
wells produce, or are capable of production, and for an additional period of. 90 d̂ays from rotation of all production; provided, 
however, if, prior to the expiration of such addkuonal period, one or more of the partiet hereto are ei igaged in drilling, reworking, deepen
ing, plugging back, testing or attempting to complete a wel or wells hereunder, this agreement shj 11 continue in force until such opera
tions have been completed and if production results therefrom, this agreement shal continue in fore e as provided herein. In the a 
weU described in Article VI.A., or any subsequent wel drilled hereunder, results in a dry hole, and so other well is producing, jj 
of producing oil and/or gas from the Contract Area, this agreement shal terminate unless drilling, c 
ing operations are commenced within . 

not require the settlement of strikes, 
shall be handled shall be entirely 

of this agreement, unless otherwise 
' telex or telecopier and addressed to 
ce given under any provision hereof 
: lor such party to give any notice in 

responsive notice shal be deemed given 
by telex or telecopier. Each party 

notice thereof to an other parties. 

gas interests subject hereto for the 
my right, title or interest in or to any 

drilled under any provision of this 

deepening, plugging back 
. days from the date cf abandonment of said wefl. 

It is agreed, however, that the termination of this agreement shall not relieve any party 
accrued or attached prior to the date of such termination. 

iiereto from any liability 

-13-



1 
2 
3 
4 
3 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
34 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

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

ARTICLE XIV. 
COMPLIANCE WITH LAWS AND REGULATIONS 

A. Laws, Regulations and Orders: 

1 
This agreement shall be subject to the conservation laws of the state in which the Contract 

regulations, and orders of any duly constituted regulatory body of said state; and to all oiher applicable 
(finances, rules, regulations, and orders. 

B. Governing Law: 

This agreement and all matters pertaining hereto, including, but not limited to, masters of 
remedies, procedures, rights, duties and interpretation or construction, shall be governed 
the Contract Area is located. If the Contract Area is in two or more states, the law of the sute of 
shall govern. 

C. Regulatory Agencies: 

perl ormance, non-performance, breach, 
and determ ned by the ktw of the state in which 

New Mexico 

Nothing herein contained shall grant, or be construed to grant. Operator the right or aui 
privileges, or obligations which Non-Operators may have under federal or sute laws or under rules 
under such laws in reference to oil, gas and mineral operations, including the location, operation, or 
ting or adjacent to the Contract Area. 

With respect to operations hereunder, Non-Operators agree to release Operator from any and 
and causes of action arising out of, incident to or resulting directly or indirectly from Operator's 
rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to 
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for 
Operator's share of production that Operator may be required to refund, rebate or pay af a result 
application, together with interest and penalties thereon owing by Operator as a result of such it 

anr 

which 

Non-Operators authorize Operator to prepare and submit such documents as may'be required 
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the 
of 1980", as same may be amended from time to time ("Act"), and any valid regulations or rules 
Department from time to time pursuant to said Act. Each party hereto agrees to furnish; any and 
which is required to be furnished by said Act in a timely manner and in sufficient detail to permit 

i 
ARTICLE XV. 

OTHER PROVISIONS 

Area is located, to the valid rules, 
federal, sute, and local laws, or-

ithority to waive or release any rights, 
regulations or orders promulgated 

(reduction of weUs, on tracts offset-

all losses, damages, injuries, claims 
in lerprelation or application of rules, 
tpe extent such interpretation or ap-

amounts applicable to such Non 
ofjsuch an incorrect interpreution or 

interpreution or applkation. 

to be submitted to the purchaser 
Crude Oil Windfall Profit Tax Act 

may be issued by the Treasury 
certifications or other mformatioo 
compliance with said Act. 

PRIORITY OF ELECTIONS: 

Notwithstanding anything herein to the exxttrary, it is agreed that whert a well 
objective depth or the objective fonnation and the Consenting Parties in the well 
the sequence and timing of ftirther operations regarding said well, the follow ng 
order of priority enumerated hereafter: : 

shall have been drilled to the 
cannot mutually agree upon 

elections shall control in 

An election to do additional logging, coring or testing; j 

An election to attempt to complete the well at either the objective depth 

An election to plug back and attempt to complete said well at ait alternative 

An election to deepen said well; ' 

w objective fonnation; 

depth or formation,. 

An election to Sidetrack said well. 

any of 
would 

It is provided, however, that if, at the time the Consenting Parties are cxxisidering 
the above elections, the hole is in such a condition that a reasonably prudent Ope rator 
not conduct the operations contemplated by the particular election involved for 
placing the hole in jeopardy or losing the same prior to completing the well in tht objective 
depth or objective formation, such election shall be eliminated from the priorities 
hereinabove set forth. 
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ARTICLE XVI. 
MISCELLANEOUS j • 

This agreement shaD be binding upon tnd shaU inure to the benefit of the partita hereto t ul to their respective heirs, devisees, 
legal representatives, successors and assigns. 

This immanent may be executed in any number of counterparts, each oi winch shaD be cc nsidered an original for all purposes. 

IN WITNESS WHEBBOiT thk r̂ê n>m h. >6Wtiv, ̂  ni 1 s t day* March 10 97 

OPERATOR 

OXY USA Incj. 

A t t o r n e y - i n 

Leland Hodges 

NON-OPERATORS 

Threshold Development Company 

By: ' 

Fact 

Broad S t r e e t F i n a n c i a l Company 

Herbert F. Boles 
By: 

Norma J. Boles 

0*. if itiit>MaW« » FuMfct* 
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EXHlilT'A'' 

Attached to and made a part of that certain Operating Agreement date! 
between OXY USA Inc., as Operator, and Threshold Development Comjr. any, 

L Identification of lands subject to this agreement: 

Sections 8 and 9, T19S-R29E, N.M.P.M., Eddy County, ijfew Mexico. 

II. Restrictions, if anv. as to depths, formations, or substances: 

m. 

All rights below 3,000'subsurface ; 

Percentages or fractional interests of parties to this Agreement: 
[ 

Wells completed below the 

BPO APO. 

OXYUSAInc. ioo: 53.50000 
Broad Street Financial Company o: 17.43750 
Leland A. Hodges, et vir 5.521875 
Herbert F. Boles .290625 
Threshold Development Company 23.250000 

100 100 

Wells completed above the 

OXYUSAInc. 
Broad Street Financial Company 
Leland A. Hodges, et vir 
Herbert F. Botes 

Threshold Development Company 

IV. Addresses of parties for notice purposes: 

OXYUSAInc. 
Attention: Primary Oil & Gas Team Landman-NM 
P.O. Box 50250 
Midland, Texas 79710 
Broad Street Financial Company 
37 West Broad Street, Suite 1100 
Columbus, Ohio 43215-4132 

Leland A. Hodges 
115 West 7th Street, Suite 1310 
Fort Worth, Texas 76102-7013 

Herbert F. Boles 
P. O. Box 2021 
Midland, Texas 79702-2021 

March 1, 1997 by and 
, as Non-Operator. 

rase of the Bone Springu 

?ase of the Bone Springs 

50.000% 
18.750% 
5.938% 
0.312% 
25.0(to% 
100 

Threshold Development Company 
Attention: Bud Vinson 
Fort Worth Club Tower 
Penthouse II, Suite D 
777 Taylor Street 
Fort Worth, Texas 76102 



Exhibit "A' 
Page 2 

V. Lease Schedule: 

LEASE DATE: 
LESSOR: 
LESSEE: 
SERIAL NO. 
RECORDING DATA: 

April 10,1939 
State of New Mexico 
Continental Oil Company 
B-80% 
Not Available 

DESCRIPTION: All of Section 8, the SW/4NE/4, the NW/4, the SE/4 and the SW/4 of 
Section 9, T19S-R29E, N.M.P.M. limited to depths below 3000', 
Eddy County, New Mexico. 

LEASE DATE: 
LESSOR: 
LESSEE: 
SERIAL NO. 
RECORDING DATA: 

December 1,1991 
State of New Mexico 
Mitchell Energy Corporation 
VA-0465 
Not Available 

DESCRIPTION: The NE/4NE/4 of Section 9, T19S-R29E, NMPM limited to depths 
below 3000', Eddy County, New Mexico. 

LEASE DATE: 
LESSOR: 
LESSEE: 
SERIAL NO. 
RECORDING DATA: 

December 1,1995 
State of New Mexico 
Ameristate Oil and Gas, Inc. 
VB-0455 
Not Available 

DESCRIPTION: The NW/4NE/4 and the SE/4NE/4 of Section 9, T19S-R29E, 
N.M.P.M. limited to depths below 3000*, Eddy County, New Mexico. 
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EXHIBIT 

Attached to and made a part of t h a t c e r t a i n O p e r a t i n g Agreement-, da t ied M a r c h 1 f 19Q7 
w i t h OXY PSA I n c . aa O p e r a t o r and T h r » « h o l d D e v e l o p m e n t Company aa 
N n n - O p a r a t f i r -

ACCOUNTING P R O C E D U R E 
JOINT O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and mainte
nance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera
tions and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose, primary function in Joint Operations is the direct supervision 
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity. 
'Technical Employees" shall mean those employees having special and specific engineering, geological or other profes
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual as 
most recently recommended by the Council of Petroleum Accountants Societies. 

2. Statement and Billings 

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure, 
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except 
that items of Controllable Material and unusual charges and credits shall be separately identified and fully described in 
detail. 

3. Advances and Payments by Non-Operators 

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the bill
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each 
monthly billing to reflect advances received from the Non-Operators. 

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Bank o r Amer io ja 
i n San F r a n c i t i c o on the first day of the month in which delinquency occurs plus 1% or the maximum 
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever 
is Uie lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts. 

4. Adjustments 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof; 
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year, 
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on 
Operator for adjustment No adjustment favorable to Operator shall be made unless it is made within the same prescribed 
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable 
Material as provided for in Section V. 

COPYRIGHT* 1985 by the Council of Petroleum Accountants Societies. 
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5. Audit* 

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time 
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section 
I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit 

B. The Operator shall reply in writing to an audit report within 180 days after receipt of such report 

6. Approval By Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under cither sections of this 
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions 
in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval of 
a majority in interest of the Non-Operators shall be controlling on all Non-Operators. 

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological 
nature and pollution control procedures as required by applicable laws and regulations. 

2. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

3. Labor 

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

(B) Salaries of First Level Cupervisors in the field; 

(3) Salaries and wages uf Tecluiiial Employees directly employed en the Joint Property if ouch ehargen arc onehidod 
from the overhead rates. 

(4) Salaries and wages ef Technical Employees either temporarily »T permanently aosigned te and directly employed 
in the operation of the Joint Property if such charges are excluded from the overhead ratesr-

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees 
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section II. Such costs under 
this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment" on the amount of 
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section I I . If percentage assessment 
is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable 
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section II . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph 
3A of this Section II . 

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement, stock 
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Joint 
Account under Paragraphs 3A and 3B of this Section II shall be Operator's actual cost not to exceed the percent most recent
ly recommended by the Council of Petroleum Accountants Societies. 

5. Materia] 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material 
shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical 
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided. 

8. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall be made 
to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material 
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties. 



B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the Joint Ac
count for a distance greater than the distance to the nearest reliable supply store where like material is normally 
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be 
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the 
Parties. 

C. In the application of subparagraphs A and B above; the option to equalize or charge actual trucking cost is available 
when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most 
recently recommended by the Council of Petroleum Accountants Societies. 

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
10 of Section I I and Paragraph i , i i , and ii i , of Section I I I . The cost of professional consultant services and contract ser
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates. 
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint 
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed 
— R i g h t percent ( ft %) per annum. Such rates shall not exceed average commercial rates currently pre
vailing in the immediate area of the Joint Property. 

B. In lieu of charges in paragraph 8A above. Operator may elect to use average commercial rates prevailing in the immedi
ate area of the Joint Property less 20%. For automotive equipment. Operator may elect to use rates published by the 
Petroleum Motor Transport Association. 

9. Damages and Losses to Joint Property 

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses 
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross negligence or 
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable 
after a report thereof has been received by Operator. 

10. Legal Expense 

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and 
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect 
or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of outside attor
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the 
overhead provisions of Section I I I unless otherwise agreed to by the Parties, except as provided in Section I , Paragraph 

11. Taxes 

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If tihe ad valo
rem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding 
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance 
with the tax value generated by each party's working interest. 

12. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the 
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation and/ 
or Employers Liability under the respective state's laws, Operator may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a charge at Operator's cost not to exceed manual rates. 

13. Abandonment and Reclamation 

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory 
authority. 

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and 
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint 
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section I I . 

IS. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I , or in Section I I I and which 
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint 
Operations. 
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I I I . OVERHEAD 

Overhead - Drilling; and Producing Operations 

i . As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge drilling 
and producing operations on either: 

(x) Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB 
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
3A, Section II . The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates 
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account 

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services 
and contract services of technical personnel directly employed on the Joint Property: 

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

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in 
the operation of the Joint Property: 

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

A. Overhead - Fixed Rate Basis 

(1) Operator shall charge the Joint Account at the following rates per well per month: 

Drilling Well Rate ? 5500.00 

(Prorated for less than a full month) 

Producing Well Rate $ nn 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 

(a) Drilling Well Rate 
(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill

ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive 
work days or more shall be made at tihe drilling well rate. Such charges shall be applied for the period 
from date workover operations, with 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 fifteen 
(15) or more consecutive calendar days. 

(b) Producing Well Rates 

(1) An active well either produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month. 

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall 
be considered as a one-well charge providing each completion is considered a separate well by the govern
ing regulatory authority. 

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall 
be considered as a one-well charge providing the gas well is directly connected to a permanent sales 
outlet 

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com
pleted on any well. This one-well charge shall be made whether or not the well has produced except when 
drilling well rate applies. 

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow
able, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement 
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas 
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index 
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States 
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics 
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad
justment. 

• Bi Overhead—Percentage Basis 

'—(1) OpeiaUn shall Uiatge the Joint Account at the following rates:— 

A-



Itii 
(a) Development 5 

Percent ( %) of the cost of development of the Joint Property exclusive of costs provided 

under Paragraph 10 of Section II and all salvage credits. / 

(b) Operating / 

Percent ( %) of the cost of operating the Joint Property exclusive of costs nrovided under 
Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected substances purchased for secondary 
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and 
to the Joint Property. / 

(2) Application of Overhead - Percentage Basis shall be as follows: / 

For the purpose of determining charges on a percentage basis under Paragraph IB of this Section III, development 
shail include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or all 
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning 
when the well is not completed as a producer, and original cost of construofion or installation of fixed assets, the 
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction as 
defined in Paragraph 2 of this Section III . All other costs shall be considered as operating. 

2. Overhead - Major Construction / 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of $ : 

A 5 % of first $100,000 or total cost if less, plus/ 

B 3 % of costs in excess of $100,000 but les/than $1,000,000, plus 

C. . 2 % of costs in excess of $1,000,000. / 

Total cost shall mean the gross cost of any one/project For the purpose of this paragraph, the component parts of a single 
project shall not be treated separately ancLtne cost of drilling and workover wells and artificial lift equipment shall be 
excluded. / 

3. Catastrophe Overhead / 

To compensate Operator for oveyfiead costs incurred in the event of expenditures resulting from a single occurrence due 
to oil spill, blowout, explosion, Are, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary 
to restore the Joint Propert&fo the equivalent condition that existed prior to the event causing Uie expenditures, Operator 
shall either negotiate a ra>e prior to charging the Joint Account or shall charge the Joint Account for overhead based on 
the following rates: / 

A $ %oL<btal costs through $100,000; plus 

B 1 Ssof total costs in excess of $100,000 but less than $1,000,000; plus 1 
2 / 

C * / % of total costs in excess of $1,000,000. 
Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi-
stans/of this Section III shall apply. 

4. .Amendment of Rates 

/ The overhead rates provided for in this Section III may be amended from time to time only by mutual agreement between 
^ the Parties hereto if, in practice, the rates are found te bo innuffieiont or exeossive. • .—_ 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator's 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus 
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders. 
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B 
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties. 

1. Purchases 

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of 
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account 
when adjustment has been received by the Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator, 
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts: 

-5-
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A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe 

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published 
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload 
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for 
tubular goods exist If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate 
may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown, 
Ohio. 

(b) For grades which are special to one mill only, prices shall be computed at the mill base ot that mill plus trans
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in 
Paragraph 2.A.(l)(a). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field 
Haulers Association interstate truck rate shall be used. 

(c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston, 
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, to 
the railway receiving point nearest the Joint Property. 

(d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.o.b. 
the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate per weight 
of tubing transferred, to the railway receiving point nearest the Joint Property. 

(2) Line Pipe 

(a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or more 
shall be priced under provisions of tubular goods pricing in Paragraph A.(lXa) as provided above. Freight 
charges shall be calculated from Lorain, Ohio. 

(b) Line pipe movements (except size 24 inch OD and larger with walls Yi inch and over) less than 30,000 pounds 
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent, 
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para
graph A.(lXa) as provided above. Freight charges shall be calculated from Lorain, Ohio. 

(c) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.o.b. the point of manufacture 
at current new published prices plus transportation cost to the railway receiving point nearest the Joint 
Property. 

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be 
priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices 
agreed to by the Parties. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply 
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway 
receiving point nearest the Joint Property. 

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new 
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of 
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property. 
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2). 

B. Good Used Material (Condition B) 

Material in sound and serviceable condition and suitable for reuse without reconditioning: 

(1) Material moved to the Joint Property 

At seventy-five percent (75%) of current new price, as determined by Paragraph A. 

(2) Material used on and moved from the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was originally 
charged to the Joint Account as new Material or 

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was originally 
charged to the Joint Account as used Material. 

(3) Material not used on and moved from the Joint Property 

At seventy-five percent (75%) of current new price as determined by Paragraph A. 

The cost of reconditioning, if any, shall be absorbed by the transferring property. 

C. Other Used Material 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until after recon
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of 
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning 
does not exceed Condition B value. 

-6-



m. (2) Condition 0 

Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be 
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures 
normally used by Operator without prior approval of Non-Operators. 

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com
parable size and weight Used casing, tubing or drill pipe utilized as Une pipe shall be priced at used line 
pipe prices. 

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines, 
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall 
be priced on a non upset basis. 

(8) Condition E 

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under procedures nor
mally utilized by Operator without prior approval of Non-Operators. 

D. Obsolete Material 

Material which is serviceable and usable for its original function but condition and/or value of such Material is not 
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties. 
Such price should result in the Joint Account being charged with the value of the service rendered by such Material. 

E. Pricing Conditions 

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents. (25*) per hundred 
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking 
point The above rate shall be adjusted as of the first day of April each year following January 1,1985 by the same 
percentage increase or decrease used to adjust overhead rates in Section III , Paragraph l.A(3). Each year, the 
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next 
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies. 

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down price of 
new Material. 

3. Premium Prices 

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other 
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required 
Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, and in moving 
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing 
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within 
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use 
and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the Joint 
Account until adjustment has been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice 
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that 
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven
tory shall bind Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six 
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for 
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property. 
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change 
of Operator, all Parties shall be governed by such inventory. 

4. Expense ol Conducting Inventories 

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in
ventories required due to change of Operator shall be charged to the Joint Account 
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Exhibit "D" - Attached to and made a part of that certain Operating Agreement dated March 1, 1997, by 
and between OXY USA Inc., as "Operators" and Threshold Development Company as "Non-
Operator". 

Insurance Exhibit 

The Operator shall provide for Workmen's Compensation coverage in accordance with the 
law of Ac State in which operations are being conducted. The cost thereof shaU be borne by the Joint Account 
accordance with die terms of the Accounting Procedure attached to the Operating Agreement referenced 
above. No other insurance shall be provided by the Operator for the benefit of the parties hereto. 



EXHIBIT "E" - Attached to and made a part of that certain Operating Agreement dated March 1, 1997, by 
and between OXY USA Inc., as "Operator" and Threshold Development Company as "Non-
Operators". 

EXHIBIT "E" 
GAS BALANCING AGREEMENT ("AGREEMENT") 

ATTACHED TO AND MADE PART OF THAT CERTAIN 
OPERATING AGREEMENT DATED 

BY AND BETWEEN , . AND 
("OPERATING AGREEMENT") RELATING TO THE 

AREA, COUNTY, STATE OF 

1. DEFINITIONS 

The following definitions shall apply to this Agreement: 

1.01 "Arm's Length Agreement" shall mean any gas sales agreement with an unaffiliated 
purchaser or any gas sales agreement with an affiliated purchaser where the sales price and 
delivery conditions under such agreement are representative of prices and delivery conditions 
existing under other similar agreements in the area between unaffiliated parties at the same 
time for natural gas of comparable quality and quantity. 

1.02 "Balancing Area'' shall mean each well subject to the Operating Agreement that produces Gas 
or is allocated a share of Gas production. If a single well is completed in two or more 
producing intervals, each producing interval from which the Gas production is not 
commingled in the wellbore shall be considered a separate well or Balancing Area. 

1.03 "Full Share of Current Production1' shall mean the Percentage Interest of each Party in the 
Gas actually produced from die Balancing Area during each month. 

1.04 'Gas" shall mean all hydrocarbons produced or producible from the Balancing Area, whether 
from a well classified as an oil well or gas well by the regulatory agency having jurisdiction 
in such matters, which are or may be made available for sale or separate disposition by the 
Parties, excluding oil, condensate and other liquids recovered by field equipment operated for 
the joint account. For the purposes of this Agreement, "Gas" does not include gas used in 
joint operations, such as for fuel, recycling or reinjection, or which is vented or lost prior to 
its sate or delivery from the Balancing Area. 

1.05 "Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing 
Area in excess of its Full Share of Current Production, whether pursuant to Section 3.3 or 
Section 4.1 hereof. 

1.06 "Mcf shall mean one thousand cubic feet A cubic foot of Gas shall mean the volume of gas 
contained in one cubic foot of space at a standard pressure base and at a standard temperature 
base. 

1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean 
the quantity of heat required to raise one pound avoirdupois of pure water from 58.5 degrees 
Fahrenheit to 59.5 degrees Fahrenheit at a constant pressure of 14.73 pounds per square inch 
absolute. 

1.08 "Operator" shall mean the individual or entity designated under the terms of the Operating 
Agreement or, in the event this Agreement is not employed in connection with an operating 
agreement, the individual or entity designated as the operator of the well(s) located in the 
Balancing Area. 

1.09 "Overproduced Party" shall meany any Party having taken a greater quantity of Gas from the 
Balancing Area than the Percentage Interest of such Party in the cumulative quantity of all 
Gas produced from tbe Balancing Area. 

1.10 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in excess of its 
Percentage Interest in the cumulative quantity of all Gas produced from die Balancing Area. 

1.11 "Party" shall mean those individuals or entities subject to this Agreement, and their respective 
heirs, successors, transferees and assigns. 



Exhibit "E" 
Gas Balancing Agreement 
Page 2 

1.12 "Percentage Interest" shall mean the percentage or decimal interest of each Party in the Gas 
produced from the Balancing Area pursuant to the Operating Agreement covering the 
Balancing Area. For the purposes of applying the Oklahoma Production Revenue Standards 
Act hereto ihe terms "Percentage Interest", "Proportionate Production Interest, and "Working 
Interest Share of Production" shall be considered equivalent terms. 

1.13 "Royalty" shall mean payments on production of Gas from the Balancing Area to all owners 
of royalties, overriding royalties, production payments or similar interests. 

1.14 "Underproduced Party" shall mean any Party having taken a lesser quantity of Gas from the 
Balancing Area than the Percentage Interest of such Party in the cumulative quantity of all 
Gas produced from the Balancing Area. 

1. IS "Underproduction" shall mean the deficiency between the cumulative quantity of Gas taken 
by a Party and its Percentage Interest in the cumulative quantity of all Gas produced from the 
Balancing Area. 

1.16 "Winter Period" shall mean the months of November, December, January and February. 

2. BALANCING AREA 

2.1 I f this Agreement covers more than one Balancing Area, it shall be applied as if each 
Balancing Area were covered by separate but identical agreements. All balancing hereunder shall be on the 
basis of Gas taken from the Balancing Area measured in MMBtus. 

2.2 In the event that aU or part of the Gas deliverable from a Balancing Area is or becomes subject 
to one or more maximum lawful prices, any Gas not subject to price controls shall be considered as produced 
from a single Balancing Area and Gas subject to each maximum lawful price category shall be considered 
produced from a separate Balancing Area. 

3. RIGHT OF PARTIES TO TAKE GAS 

3.1 Each Party desiring to take Gas will notify tbe Operator, or cause the Operator to be notified 
of the volumes nominated, the name of the transporting pipeline and the pipeline contract number (if available) 
and meter station relating to such delivery, sufficiently in advance for the Operator, acting with reasonable 
diligence, to meet all nontination and other requirements. Operator is authorized to deliver the volumes so 
nominated and confirmed (if confirmation is required) to Ae transporting pipeline in accordance with the terms 
of this Agreement. 

3.2 Each Party shall make a reasonable, good faith effort to take its Full Share of Current 
Production each month, to the extent that such production is required to maintain leases in effect, to protect 
the producing capacity of a well or reservoir, to preserve correlative rights, or to maintain oil production. 

3.3 When a Party fails for any reason to take its Full Share of Current Production (as such Share 
may be reduced by the right of Ae other Parties to make up for Underproduction as provided herein), the other 
Parties shall be entitled to take any Gas which such Party fails to take. To the extent practicable, such Gas 
shall be made available initially to each Underproduced Party in the proportion mat its Percentage Interest in 
the Balancing Area bears to the total Percentage Interests of all Underproduced Parties desiring to take such 
Gas. I f all such Gas is not taken by the Underproduced Parties, the portion not taken shall then be made 
available to the other Parties in the proportion that their respective Percentage Interests in the Balancing Area 
bear to the total Percentage Interests of such Parties. 

3.4 All Gas taken by a Party in accordance with the provisions of this Agreement, regardless of 
whether such Party is underproduced or overproduced, shall be regarded as Gas taken for its own account with 
title thereto being in such taking Party. 

3.5 Notwithstanding uie provisions of Section 3.3 hereof, no Overproduced Party shall be entitled 
in any month to take any Gas in excess of three hundred percent (300%) of its Percentage Interest of the 
Balancing Area's then-current Maximum Monthly Availability; provided, however, that this limitation shall 
not apply to the extent that it would preclude production that is required to maintain leases in effect, to protect 
the producing capacity of a well or reservoir, to preserve correlative rights, or to maintain oil production. 
"Maximum Monthly Availability" shall mean the "i»r'"V"n average monthly rate of production at which Gas 
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can be delivered from the Balancing Area, as determined by the Operator, considering the maximum efficient 
well rate for each well within the Balancing Area, the maximum allowablê ) set by the appropriate regulatory 
agency, mode of operation, production facility capabilities and pipeline pressures. 

3.6 In the event that a Party fails to make arrangements to take its Full Share of Current 
Production required to be produced to maintain leases in effect, to protect the producing capacity of a well or 
reservoir, to preserve correlative rights, or to maintain oil production, the Operator may sell any part of such 
Party's Full Share of Current Production that such Party fails to take for the account of such Party and render 
to such Party, on a current basis, the full proceeds of the sale, less any reasonable marketing, compression, 
treating, gathering or transportation costs incurred directly in connection with the sale of such Full Share of 
Current Production. In making the sale contemplated herein, the Operator shall be obligated only to obtain 
such price and conditions of the sale as are reasonable under the circumstances and shall not be obligated to 
share any of its markets. Any such sale by Operator under the terms hereof shall be only for such reasonable 
periods of time as are consistent with the minimum needs of the industry under the particular circumstances, 
but in no event for a period in excess of one year. Notwithstanding the provisions of article 3.4 hereof, Gas 
sold by Operator for a Party under (he provisions hereof shall be deemed to be Gas taken for ihe account of 
such Party. 

4. IN-KIND BALANCING 

4.1 Effective the first day of any calendar month following at least thirty (30) days' prior written 
notice to toe Operator, any Underproduced Party may begin taking, in addition to its Full Share of Current 
Production and any Makeup Gas taken pursuant to Section 3.3 of this Agreement, a share of current 
production determined by multiplying fifty percent (50%) of the Full Shares of Current Production of all 
Overproduced Parties by a fraction, the numerator of which is the Percentage Interest of such Underproduced 
Party and the denominator of which is the total of the Percentage Interests of all Underproduced Parties 
desiring to take Makeup Gas. In no event will an Overproduced Party be required to provide more than fifty 
percent (50%) of its Full Share of Current Production for Makeup Gas. The Operator will promptly notify 
all Overproduced Parties of the election of an Underproduced Party to begin taking Makeup Gas. 

4.2 Notwithstanding the provisions of Section 4.1, no Overproduced Party will be required to 
provide more than twelve and one half percent (12.5%) of its Full Share of Current Production for Makeup 
Gas during the Winter Period. 

4.3 Notwithstanding anything herein to the contrary no Underproduced Party which is a Non-
Consenting Party under the Operating Agreement and is not then entitled to participate in any operation 
regarding a Balancing Area shall be entitled to take gas from said Balancing Area for which it is a Non-
Consenting Party. 

5. STATEMENT OF GAS BALANCES 

5.1 Ihe Operator will maintain appropriate accounting on a monthly and cumulative basts of the 
volumes of Gas that each Party is entitled to receive and the volumes of Gas actually taken or sold for each 
Party's account Within forty-five (45) days after the month of production, the Operator wiU furnish a 
statement for such month showing (1) each Party's Full Share of Current Production, (2) the total volume of 
Gas actually taken or sold for each Parly's account, (3) the difference between the volume taken by each Parry 
and mat Party's Full Share of Current Production, (4) the Overproduction or Underproduction of each Party, 
and (5) other data as recommended by the provisions of the Council of Petroleum Accountants Societies 
Bulletin No. 24, as amended or supplemented hereafter. Each Parry taking Gas will promptly provide to the 
Operator any data required by the Operator for preparation of the statements required hereunder. 

5.2 If any Party fails to provide the data required herein for four (4) consecutive production 
months, the Operator, or where the Operator has failed to provide data, another Party, may audit the 
production and Gas sales and transportation volumes of the non-reporting Party to provide the required data. 
Such audit shall be conducted only after reasonable notice and during normal business hours in the office of 
the Party whose records are being audited. All costs associated with such audit will be charged to the account 
of the Party failing to provide tbe required data. 

6. PAYMENTS ON PRODUCTION 

6.1 Each Party taking Gas shall pay or cause to be paid all production and severance taxes due 
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on all volumes of Gas actually taken by such Party. 

6.2 Each Party shall pay or cause to be paid all Royalty due with respect to Royalty owners to 
whom it is accountable as if such Party were taking its Full Share of Current Production, and only its Full 
Share of Current Production. 

6.3 In the event that any governmental authority requires that Royalty payments be made on any 
other basis than that provided for in this Section 6, each Party agrees to make such Royalty payments 
accordingly, commencing on the effective date required by such governmental authority, and the method 
provided for herein shall be thereby superseded. 

7. CASH SETTLEMENTS 

7.1 Upon the earlier of the plugging and abandonment of the last producing interval in tbe 
Balancing Area, the termination of the Operating Agreement or any pooling or unit agreement covering the 
Balancing Area, or at any time no Gas is taken from the Balancing Area for a period of twelve (12) 
consecutive months, any Party may give written notice calling for cash settlement of the Gas production 
imbalances among the Parties. Such notice shall be given to all Parries in the Balancing Area. 

7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7.1, the 
Operator will distribute to each Party a Final Gas Settlement Statement detailing the quantity of Overproduction 
owed by each Overproduced Party to each Underproduced Party and identifying the month to which such 
Overproduction is attributed, pursuant to the methodology set out in Section 7.4. 

7.3 Within sixty (60) days after receipt of the Final Gas Settlement Statement, each Overproduced 
Party will pay to each Undeiproduced Party entitled to settlement the appropriate cash settlement, accompanied 
by appropriate accounting detail. At the time of payment, the Overproduced Party will notify the Operator 
of the Gas imbalance settled by the Overproduced Party's payment. 

7.4 The amount of the cash settlement will be based on the proceeds received by the 
Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the 
Overproduced Party in excess of the Overproduced Party's Full Share of Current Production. Any Makeup 
Gas taken by die Underproduced Party prior to monetary settlement hereunder will he applied to offset 
Overproduction chronologically in the order of accrual. 

7.5 The values used for calculating the cash settlement under Section 7.4 will include all proceeds 
received for the sale of the Gas by the Overproduced Party calculated at Ae Balancing Area, after deducting 
any production or severance taxes paid and any Royalty actually paid by the Overproduced Party to an 
Underproduced Party's Royalty owner(s), to the extent said payments amounted to a discharge of said 
Underproduced Party's Royalty obligation, as well as any reasonable marketing, compression, treating, 
gathering or transportation costs incurred directly in connection with the sale of the Overproduction. 

7.5.1 For Overproduction sold under a gas purchase contract providing for payment based on a 
percentage of the proceeds obtained by the purchaser upon resale of residue gas and liquid or liquifiable 
hydrocarbons extracted at a gas processing plant, the values used for calculating cash settlement will include 
proceeds received by the Overproduced Party for both the liquid hydrocarbons (including liquifiable 
hydrocarbons) and tbe residue gas attributable to the Overproduction. 

7.5.2 For Overproduction processed for the account of the Overproduced Party at a gas processing 
plant for the extraction of liquid hydrocarbons, where settlement for the gas so processed was on a basis other 
than percentage of the proceeds, the values used for calculating cash settlement will include the proceeds 
received by the Overproduced Party for the sale of the liquid hydrocarbons extracted from the Overproduction, 
less the actual reasonable costs incurred by the Overproduced Party to process the Overproduction and to 
transport, fractionate and handle the liquid hydrocarbons extracted therefrom prior to sale. 

7.6 To the extent the Overproduced Party did not sell all Overproduction under an Arm's Length 
Agreement, nie cash setdement will be based on the weighted average price received by the Overproduced 
Party for any gas sold from the Balancing Area under Arm's Length Agreements during the months to which 
such Overproduction is attributed. In the event that no sales under Arm's Length Agreements were made 
during any such month, the cash settlement for such month will be based on tbe spot sales prices published for 
the applicable geographic area during such month in a mutually acceptable pricing bulletin. 
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7.7 Interest compounded at tne maximum lawful rate of interest applicable to the Balancing Area 
wiU accrue for all amounts due under Section 7.1, beginning the first day foUowing the date payment is due 
pursuant to Section 7.3. Such interest shall be borne by the Operator or any Overproduced Party in the 
proportion that their respective delays beyond the deadlines set out in Section 7.2 and 7.3 contributed to the 
accrual of the interest. 

7.8 In lieu of the cash settlement required by Section 7.3, an Overproduced Party may deliver 
to the Underproduced Party an offer to settle its Overproduction m-kind and at such rates, quantities, times 
and sources as may be agreed upon by the Underproduced Party. If the Parties are unable to agree upon the 
manner in which such in-kind settlement gas will be furnished within sixty (60) days after the Overproduced 
Party's offer to settle in kind, which period may be extended by agreement of said Panies, uie Overproduced 
Party shall make a cash settlement as provided in Section 7.3 The making of an in-kind settlement offer under 
this Section 7.8 will not delay the accrual of interest on the cash settlement should the Parties fail to reach 
agreement on an m-kind settlement. 

7.9 That portion of any monies collected by an Overproduced Party for Overproduction which 
is subject to refund by orders of the Federal Energy Regulatory Commission or other governmental authority 
may be withheld by the Overproduced Party until such prices are finally approved by such governmental 
authority, unless the Underproduced Party furnishes a corporate undertaking, acceptable to the Overproduced 
Party, agreeing to hold the Overproduced Party harmless from financial loss due to refund orders by such 
governmental authority. 

8. TESTING 

Notwithstanding any provision of this Agreement to the contrary, any Party shall have the right, from 
time to time, to produce and take up to one hundred percent (100%) of a well's entire Gas stream to meet the 
reasonable deliverability testis) required by such Party's Gas purchaser, and the right to take any Makeup Gas 
shall be subordinate to the right of any Party to conduct such tests; provided, however, that such tests shall 
be conducted in accordance with prudent operating practices only after fifteen (15) day's prior written notice 
to the Operator and shall last no longer than seventy-two (72) hours. 

9. OPERATING COSTS 

Nothing in mis Agreement shall change or affect any Party's obligation to pay its proportionate share 
of all costs and liabilities incurred in operations on or in connection with the Balancing Area, as its share 
thereof is set forth in the Operating Agreement, irrespective of whether any Party is at any time selling and 
using Gas or whether such sates or use are in proportion to its Percentage Interest in die Balancing Area. 

10. LIQUIDS 

The Parties shall share proportionately in and own all liquid hydrocarbons recovered with Gas by field 
equipment operated for die joint account in accordance with their Percentage Interests in the Balancing Area. 

11. AUDIT RIGHTS 

Notwithstanding any provision in this Agreement or any other agreement between the Parties hereto, 
and further notwithstanding any termination or cancellation of this Agreement, for a period of two (2) years 
from the end of the calendar year in which any information to be furnished under Section 5 or 7 hereof is 
supplied, any Party shall have the right to audit the records of any other Party regarding quantity, including 
but not limited to information regarding Btu-content. Any Underproduced Party shall have the right for a 
period of two (2) years from the end of the calendar year in which any cash settlement is received pursuant 
to Section 7 to audit the records of any Overproduced Party as to all matters con< r̂ning values, including but 
not limited to information regarding prices and disposition of Gas from the Balancing Area. Any such audit 
shall be conducted at the expense of the Party or Parties desiring such audit, and shall be conducted, after 
reasonable notice, during normal business hours in the office of the Party whose records are being audited. 
Each Party hereto agrees to maintain records as to die volumes and prices of Gas sold each month and the 
volumes of Gas used in its own operations, along with the Royalty paid on any such Gas used by a Party in 
its own operations. The audit rights provided for in this Section 11 shall be in addition to those provided for 
in Section 5.2 of this Agreement. 
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12. MISCELLANEOUS 

12.1 As between the Parties, in the event of any conflict between the provisions of this Agreement 
and the provisions of any gas sales contract, or in the event of any conflict between the provisions of this 
Agreement and (he provisions of the Operating Agreement, the provisions of this Agreement shall govern. 

12.2 Each Party agrees to defend, indemnify and hold harmless all other Parties from and against 
any and all liability for any claims, which may be asserted by any third party which now or hereafter stands 
in a contractual relationship with such indemnifying Party and which arise out of the operation of this 
Agreement or any activities of such indemnifying Party under the provisions of this Agreement, and does 
further agree to save the other Parties harmless from all judgements or damages sustained and costs incurred 
in connection therewith. 

12.3 Except as otherwise provided in this Agreement, Operator is authorized to administer the 
provisions of this Agreement, but shall have no liability to the other Parties for losses sustained or liability 
incurred which arise out of or in connection with the performance of Operator's duties hereunder, except such 
as may result from Operator's gross negligence or willful misconduct. Operator shall not be liable to any 
Underproduced Party for the failure of any Overproduced Party (other than Operator) to pay any amounts 
owed pursuant to the terms hereof. 

12.4 This Agreement shall remain in full force and effect for as long as the Operating Agreement 
shall remain in force and effect as to tbe Balancing Area, and thereafter until the Gas accounts between the 
Parties are settled in full, and shall inure to the benefit of and be binding upon tbe Parties hereto, and their 
respective heirs, successors, legal representatives and assigns, if any. The Parties hereto agree to give notice 
of the existence of tins Agreement to any successor in interest of any such Party and to provide that any such 
successor shall be bound by this Agreement, and shall further make any transfer of any interest subject to the 
Operating Agreement, or any part thereof, also subject to the terms of this Agreement. 

12.5 Unless the context clearly indicates otherwise, words used in the singular include the plural, 
the plural includes the singular, and the neuter gender includes the masculine and the feminine. 

12.6 This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing 
herein shall be construed or interpreted as creating any rights in any person or entity not a signatory hereto, 
or as being a stipulation in favor of any such person or entity. 

12.7 If contemporaneously with this Agreement becoming effective, or thereafter, any Party 
requests that any other Party execute an appropriate memorandum or notice of this Agreement in order to give 
third parties notice of record of same and submits same for execution in recordable form, such memorandum 
or notice shall be duly executed by the Party to which such request is made and delivered promptly thereafter 
to the Party making the request Upon receipt, the Party making the request shall cause the memorandum or 
notice to be duly recorded in (he appropriate real property or other records affecting the Balancing Area. 

12.8 With respect to accounting treatment of any gas imbalances as may exist, tbe parties agree 
to use the "cumulative method" [as defined in Income Tax Regulation §1.761-2 (d) (4)] of accounting for 
federal income tax purposes. The "entitlements method" shall not be used for reporting gas sales from the 
properties subject hereto. 

13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT 

13.1 Subject to the provisions of Section 13.2 hereof, and notwithstanding anything in this 
Agreement or in the Operating Agreement to die contrary, if any Party assigns (including any sale, exchange 
or other transfer) any of its working interest in the Balancing Area when such Party is an Underproduced or 
Overproduced Party, the assignment or other act of transfer shall, insofar as the Parties hereto are concerned, 
include all interest of the assigning or transferring Party in die Gas, all rights to receive or obligations to 
provide or take Makeup Gas and all rights to receive or obligations to make any monetary payment which may 
ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall thereafter treat 
the assignment accordingly, and Ae assigning or transferring Party shall look solely to its assignee or other 
transferee for any interest in the Gas or monetary payment that such Party may have or to which it may be 
entitled, and shall cause its assignee or other transferee to assume its obligations hereunder. 

13.2 The provisions of this Section 13 shall not be applicable in the event any Party mortgages its 
interest or disposes of its interest by merger, reorganization, consolidation or sale of substantially all of its 
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assets to a subsidiary or parent company, or to any company in which any parent or subsidiary of such Party 
owns a majority of the stock of such company. 



15-810 IIO-Mt EXHIBIT I L L 
EQUAL OPPORTUNITY AND AFFIRMATIVE ACTION 

During cha parforaanca of thla contract, cha Operator (aeenlng and referring separately to each party hereto) agrees aa 
follows: 

1. HORSECREQATED FACILITIES RKQCISEMKST8: the provisions of thla Section apply only lf tha total contract aaonnt 
axcaada $10,000. a Certification af Nonsegregated Facilities, as required by 41 CFR Sl-12.803-I0(d)(l) and 60-1.8, 
shall ba subnittad prior to the award of a subcontract axceadlag $10,000 which la not exempt froa tha provialona 
of tha Equal Opportunity clause. Tha certification aay ba aubaitted either for each subcontract or for a l l 
subcontracts during a period. 

2. BQCAL EMPLOYMENT OPPORTUNITY: Tha provisions of this Section apply only lf tha total contract aaount exceeds 
$10,000. During tha performance of this contract, the Sallar agrees that l t will coaply with a l l provisions of 
Executive Ordar Ro. 11246 which Is incorporated Into thla agraaaant by this rafaranca. 

3. KggAL KMFLOYHEST OPPORTUNITf REPORTING REQuTREMEKTS: Tha following applies only i f Sallar has SO or aore eaployaas 
and holds contracts, aubcontracta or purchaaa orders aaountlng to aore than $50,000: Sailer will coaplate and fila 
Covernnent Standard Porn 100, Equal Employment Opportunity Employer Information laport SEO-1 (or such other' fora aa 
aay have suparaadad l t ) , ln accordance with the instructions contained therein. 

4. AFFIRMATIVE ACTIOS COMPLIANCE PROGRAMS! The provialona of this Saction apply only lf Sallar has JO or aore 
employeee and holds contraeta, subcontracts or purchase orders aaountlng to mora than $50,000. 

(a) In coapllanca with Paragraph 60-1.40, and ln accordance with Sections 60-2.1 through 60-2.32 of tha rules 
of the Office of Federal Contract Coapllanca Prograaa, Sallar shall develop a written afflraativa action coapllanca 
program for aach of Its establishments. Within 120 daya froa the issue date of this contract, Sallar shall aalntaln 
a copy of separata afflraativa action coapllanca programs for each of its astabllahmenta. 

(b) Sallar shall require aach of Its eubcoutraetbrs vho have SO or aore eaployaas and a subcontract placed 
hereunder of $50,000 or more to develop a written affirmative action coapllanca program for aach of ita establish
ments ln conformance with tha raqulraasnts of this Saction. 

3. EMPLOYMENT 01 QUALIFIED HANDICAPPED INDIVIDUALS: Tha provialona of thla Saction apply only l f tha total contract 
amount axcaada $2,300. Seller agraaa to coaply with Saction 303 of tha Rehabilitation Act of 1973, Section I I I of 
the Rehabilitation Act amendments of 1974 and 41 CFR $60-7*1.4 which ara incorporated Into thla agreement by this 
rafaranca. 

6. EMPLOYMENT OF VETERANS: The provisions of this Section apply only lf the total contract amount exceeds $10,000. 
Sallar agreea to coaply with Saction 2012 of the Vietnam Era Veterans Readjustment Act of 1974, and 41 CFR {60-230.4 
which are incorporated Into thle agreement by this reference. 

7. UTILIZATION OF MINORITY BUSISB68 ENTERPRISES: The provisions of thla Saction apply only if tha total contract 
amount exceeds $10,000. 

(a) Xt la tha policy of the Government that minority business enterprlsee shall have the maximum practicable 
opportunity to participate in the performance of Government contraeta. 

(b) Contractor agrees to nee Its best efforts to carry out this policy ln the sward of Ita subcontracts to tha 
fullest extent conalatant with the efficient performance of thia contract. As used in this contract, tha term 
"minority bueinesa enterprise" meens a buslneaa, at least 30 percent of which ie owned by minority group members or, 
ln case of publicly owned businesses, at least 31 parcant of the stock of which is owned by minority group members. 
For the purpose of this definition, minority group members are Negroes, Spanish-speaking American persona, American-
Orlentala, American-Indians, American-Eskimos, and American Aleuts. Contractors may rely on written representations 
by subcontractors regarding their status aa minority business enterprlaea in lieu of an Independent investigation. 
41 CFR |l-1.1310-2(e). 

8. UTILIZATION OF LABOR SURPLUS AREA CONCERNSi The provialona of this Section apply only lf the total contract aaount 
exceeds $10,000. 

(a) It la the policy of the Government to award contracts to labor aurplua area concerna that agree to 
perform substantially In labor aurplua areas, where this can be done consistent with the efficient performance of 
the contrect and at prices no higher than are obtainable elsewhere. Contractor agreea to use Its beet efforta to 
place ita aubcontracta ln accordance with this policy. 

(b) lu complying with subsection (a) of this Section and with subsection (b) of Section 9 of this contract 
entitled "Utilisation of Small Suslneaa Concerns," the Contractor tn placing hia subcontracts shall observe the 
following order of preference! (1) small bueinesa concerns that are labor aurplua area concerns, (2) other small 
buslneaa concerna, and (3) other labor aurplus area concerns. 

(c) (1) The tera "labor surplus area" means a geographical area identified by the Department of Labor aa an 
aree of concentrated unemployment or underemployment or an aree of labor surplus. 

(2) The term "labor surplus area concern" means a concern that together with Its first-tier subcontractors 
will perform substantially ln labor aurplua areas. 

(3) The term "perform substantially in a labor surplus area" means that the costs Incurred on account of 
manufacturing, production, or appropriate services in labor aurplus areas exceed 50 percent of the contract price. 
41 CFR Sl-1.803-3(a). 

9. UTILIZATION OF SMALL BUSINESS CONCERNS: The provisions of this Section apply only i f the total contract amount 
exceeds $10,000. 

(e) It is the policy of the Government aa declared by Congress that a fair proportion of the purchaaea and 
contracte for supplies and services for tha Government be placed with small bueinesa concerns. 

(b) Contractor agrees to accomplish the maximum aaount of subcontracting to small buslneaa concerns that 
Contractor finds to be conalatant vlth the efficient performance of this contract. 41 CFR $l-1.710-3(a). 

10. AFFIRMATIVE ACTION FOR DISABLED VTETERAMS AND VETERANS OF THE VIETNAM ERA: The provisions of thla Section epply 
only lf the total contract amount exceeds $10,000. Seller agrees to comply with Section 402 of the Vietnam Ere 
Veterans Readjustment Assistance Act of 1974 and 41 CFR $60-230.1 which are Incorporated into thie agreement by 
this reference. 

11. UTILIZATION OF WOKES-OHKEP BUSINESS CONCERNS l Tha provisions of this Section apply only lf the total contract 
amount exceeds $10,000. 

(a) It la tha policy of the united Statea Government that women-owned businesses shall have tha maximum 
practicable opportunity to participate ln the performance of contracts awarded by any Federal agency. 

(b) Contractor agreea to usa Its best efforts to carry out this policy ln the award of subcontracts to the 
fullest extent consistent with the efficient performance of thla contract. Aa used ln thla contract, a "woman-owned 
bualneaa" concern mesne a bueinesa that is at leaat SIX owned by a woman or women who slso control and operate i t . 
"Control" ln this context means exercising tha power to make policy decisions. "Operate" in thla context meena 
being actively Involved ln the day-to-day management, "women" mean all women business owners. Temporary Regulation 
34, Appendix to 41 CFR Chapter 1. (See Executive Order 12138). 



STIPULATION OF I N T E R E S T 

Reference is here made for all purposes to those certain leases (the "Leases") and lands 
(the "Lands") described below: 

Lessor: State of New Mexico B-8096 
State of New Mexico VA-0465 
State of New Mexico VB-0455 

Lessee: Continental Oil Company 
Mitchell Energy Corporation 
Ameristate Oil and Gas, Inc... 

Dated: April 10, 1939 
December 1,1991 
December 1,1995 

Recording Data: Not Available 

Lands: All of Section 8, as to all depths below three thousand feet subsurface, 
and Section 9, as to all depths below five thousand feet subsurface, 
Township 19 South, Range 29 East, N.M.P.M., Eddy County, New 
Mexico 

Under that certain Letter Agreement (the "1997 Agreement") dated March 27, 1997, Threshold 
Development Company, Broad Street Financial Company, Leland Hodges and Herbert F. Boles, 
("Farmors") farmed out to OXY USA Inc., an interest in Section 8, as to all depths below three 
thousand feet subsurface, and Section 9 as to all depths below five thousand feet subsurface in 
Township 19 South, Range 29East, Eddy County, New Mexico. 

OXY USA Inc. has performed pursuant to the 1997 Agreement, and received assignments, as 
therein provided, subject to certain after payout rights of the Farmors. Whereas, certain 
Assignments reflecting after payout rights as provided for in the 1997 Agreement as to Section 8 
were executed, delivered or filed of record in Book 629, Page 553 and Book 629, Page 555 of the 
Public Records of Eddy County, New Mexico. 

Through various conveyances, the ownership of the rights in the Leases and Lands are now 
vested in Bold Energy LP, Monarch Resources, Inc., Herbert F. Boles, Thomas M. Beall, Fuel 
Products, Inc. and OXY USA WTP Limited Partnership (collectively, the "Owners"). 

Now, therefore, for good and valuable consideration, the receipt and sufficiency of which are 
hereby acknowledged, the Owners identified above do hereby covenant, stipulate and agree that: 

a) Payout has occurred for all wells drilled under the 1997 Agreement. 

b) Pursuant to the 1997 Agreement: 

(i) The OXY Checker State Com No. 1 well was drilled in the W/2 of Section 8, T-
19-S, R-29-E, NMPM, to a total depth of 11,470'subsurface, and the W/2 of said 
Section 8 was established as the earned spacing unit for such well (the "W/2 
Unit"); 

(ii) The OXY Auto State No. 1 well was drilled in the E/2 of Section 8, T-l 9-S, R-
29-E, NMPM, to a total depth of 11,460' subsurface, and the E/2 of said Section 
8 was established as the earned spacing unit for such well (the "E/2 Unit"); 

(iii) The OXY Champion State No. 1 well was drilled in the N/2 of Section 9, T-l 9-
S, R-29-E, NMPM, to a total depth of 11,500'subsurface, and the N/2 of said 
Section 9 was established as the earned spacing unit for such well (the "N/2 
Unit"); and 

(iv) The OXY Sparkplug State No. 1 well was drilled in the S/2 of Section 9, T-l 9-S, 
R-29-E, NMPM, to a total depth of 11,550' subsurface, and the S/2 of said 
Section 9 was established as the earned spacing unit for such well (the "S/2 
Unit"). 



c) The ownership of the Leases, insofar as the same cover Section 8, T-l 9-S, R-29-E, 
NMPM, in depths below the base of the Bone Spring Formation down to 100 feet 
below the total depth drilled respectively in the earning well drilled on each of the 
E/2 Unit and W/2 Unit shall be as follows: 

Herbert T. Boles .00290625 WI 
Monarch Resources .05521875 WI 
Thomas M. Beall .03477500 WI 
Fuel Products, Inc. .03477500 WI 
Bold Energy, LP .40687500 WI 
Oxy USA WTP Limited Partnership .46545000 WI 

d) Ownership of the Leases and Lands, insofar as the same cover Section 8, T-l 9-S, R-
29-E, NMPM, in depths below 3,000 feet subsurface down to and including, but not 
below, the base of the Bone Spring Formation: 

Herbert T. Boles .00312500 WI 
Monarch Resources .05937500 WI 
Thomas M. Beall .03250000 WI 
Fuel Products, Inc. .03250000 WI 
Bold Energy, LP .43750000 WI 
OXY USA WTP Limited Partnership .43500000 WI 

e) The ownership of the Leases, insofar as the same cover Section 9, T-l 9-S, R-29-E, 
NMPM, in depths below the base of the Bone Spring Formation down to 100 feet 
below the total depth drilled respectively in the earning well drilled on each of the 
N/2 Unit and S/2 Unit shall be as follows: 

Herbert T. Boles .00290625 WI 
Monarch Resources .05521875 WI 
Thomas M. Beall .03477500 WI 
Fuel Products, Inc. .03477500 WI 
Bold Energy, LP .40687500 WI 
Oxy USA WTP Limited Partnership .46545000 WI 

f) Ownership of the Leases and Lands, insofar as the same cover Section 9, T-l 9-S, R-
29-E, NMPM, in depths below 5,000 feet subsurface down to and including, but not 
below, the base of the Bone Spring Formation: 

Herbert T. Boles .00312500 WI 
Monarch Resources .05937500 WI 
Thomas M. Beall .03250000 WI 
Fuel Products, Inc. .03250000 WI 
Bold Energy, LP .43750000 WI 
Oxy USA, WTP Limited Partnership .43500000 WI 

The Owners hereby GRANT, CONVEY, SELL, TRANSFER, AND ASSIGN, without 
warranty of title, one to the other such interest in the Leases, as to the Lands as is necessary to 
give effect to the above stipulated ownership percentages, together with: 

a) A like undivided interest in, to or under or by virtue of the presently existing and 
valid unitization, communitization, and pooling agreements and the properties 
covered and the units and pooled and communitized acres created thereby (including, 
but not limited to, all units formed under orders, regulations, rules or other official 
acts of any federal, state or other governmental agency), insofar and only insofar as 
such agreements, properties and units relate to the Leases and Lands and for which 
ownership is stipulated herein; 

b) A like undivided interest in or to all improvements, easements, surface leases, 
permits, rights-of-way, licenses, servitudes and other similar interests necessary or 
useful to or used in connection with the exploration, development or operation of the 
Leases or the Lands for which ownership is stipulated herein; 



c) A like undivided interest in or to all personal property, fixtures and improvements 
appurtenant to or located on or near the Lands, or used or held for use in connection 
with the production, treatment, storage or transportation of oil, gas, casinghead gas, 
condensate, distillate or other liquid or vaporous hydrocarbons or other minerals from 
the Leases for which ownership is stipulated herein; such personal property, fixtures 
and improvements shall include, but shall not be limited to, all Hydrocarbons in 
tanks, and all wells, tanks, boilers, buildings, plants, fixtures, machinery and other 
equipment, pipelines, powerlines, telephone lines, roads and other appurtenances 
pertaining to the Leases for which ownership is stipulated herein; and 

d) A like undivided interest in or to all rights, duties and obligations attributable to or 
arising from any valid oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases or production therefrom or attributable thereto. 

This Stipulation is expressly made subject to: 

a) A proportionate part of the covenants, provisions, royalties and terms of the Leases; 

b) The terms and conditions of all existing orders, rules and regulations and ordinances 
of federal, state and other governmental agencies having jurisdiction; 

c) Any valid and subsisting oil, casinghead gas and gas sales, purchase, exchange and 
processing contracts and agreements, insofar and only insofar as the same are 
appurtenant or relate to the Leases; 

d) A proportionate part of all overriding royalty interests, restrictions, exceptions, 
reservations, burdens, encumbrances, conditions, limitations, interests, instruments, 
agreements and other matters, if any, which are of record in the state and county 
above named and which burden or affect the properties, rights or interests herein 
assigned; and 

e) That certain Operating Agreement dated March 27, 1997, by and between OXY USA 
Inc. as Operator, and Threshold Development Company, et al., as Non-Operators, the 
contract area for which is the Lands; Provided, however, that this Stipulation shall 
have no effect on the rights of the parties pursuant to the Operating Agreement, as to 
existing accounts, elections, including without limitation elections previously made 
to participate, or not participate in any proposed operation, or existing rights, duties 
or obligations of the parties pursuant thereto. 

This Stipulation shall inure to the benefit of and be binding upon the parties hereto and 
their respective heirs, successors and assigns. 

This instrument may be executed in any number of counterparts, no one of which need 
bear the signature of all the parties, but any one of which may serve as an original for all 
purposes. This instrument shall not be binding on any executing party, until signed by all parties. 

Dated this day of May, 2007, to be effective, however, as of the date each well 
drilled under the March 27, 1997 Letter Agreement reached payout status. 

BOLD ENERGY, LP OXY USA WTP LIMITED PARTNERSHIP 
By: OXY USA INC., General Partner 

Joseph Castillo 
President 

MONARCH RESOURCES, INC. 

Leland A. Hodges 
President 

Thomas M. Beall Carolyn Read Beall 



Herbert F. Boles Norma Jean Boles 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
, 2007, by Joseph Castillo, as President, on behalf of BOLD ENERGY, LP, a 

Limited Partnership. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

) 
)SS. 
) 

Notary Public 

The foregoing instrument was acknowledged before me this ^ day of p^ /LLl » 
2007, by William B. Bledsoe, as Attorney in Fact, on behalf of OXY USA INC. as General' 
Partner nfOYVUSA WTP T TMTTF.r) PARTNERSHIP a Delaware Limited Partnership 

ROCIO A. RODRIGUEZ 
Notary Public, State of Texas 

My Cornrnission Expires 
November 10.2010 

STATE OF TEXAS 

COUNTY OF 

) 
)SS. 

The foregoing instrument was acknowledged before me this day of 
2007, by Leland A. Hodges, as President of MONARCH RESOURCES, INC., a J 
Corporation. 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by Thomas M. Beall and wife. Carolyn Read Beall 

Notary Public 

STATE OF TEXAS ) 
)SS. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me this day of 
2007, by Herbert F. Boles and wife. Norma Jean Boles 

Notary Public 



financial assurance requirements of 19.15.3.101 NMAC, being subject to a division or commission order 
finding the operator to be in violation of an order requiring corrective action, having a penalty assessment 
that has been unpaid for more than 70 days since the issuance of the order assessing the penalty or having 
more than the allowed number of wells out of compliance with 19.15.4.201 NMAC. If the non
compliance is caused by the operator having more than the allowed number of wells not in compliance 
with 19.15.4.201 NMAC, the division director or his designee shall consider the number of wells not in 
compliance, the length of time the wells have been out of compliance and the operator's efforts to bring 
the wells into compliance. 

D. The division may impose conditions on an approved permit to drill, deepen or plug back. 
E. The operator shall keep a copy of the approved form C-101 at the well site during drilling 

operations. 
[1-1-50, 5-22-73...2-1-96; 19.15.3.102 NMAC - Rn, 19 NMAC 15.C.102, 11-15-01; A, 12/15/05] 

19.15.3.103 SIGN ON WELLS: 
A. All wells and related facilities regulated by the division shall be identified by a sign, 

which sign shall remain in place until the well is plugged and abandoned and the related facilities are 
closed. 

B. For drilling wells, the sign shall be posted on the derrick or not more than 20 feet from 
the well. 

C. The sign shall be of durable construction and the lettering shall be legible and large 
enough to be read under normal conditions at a distance of 50 feet. 

D. The wells on each lease or property shall be numbered in non-repetitive, logical and 
distinctive sequence. 

E. An operator will have 90 days from the effective date of an operator name change to 
change the operator name on the well sign unless an extension of time, for good cause shown along with a 
schedule for making the changes, is granted. 

F. Each sign shall show the: 
(1) number of well; 
(2) name of property; 
(3) name of operator; 
(4) location by footage, quarter-quarter section, township and range (or Unit Letter can be 

substituted for the quarter-quarter section); and 
(5) API number. 

[1-1-50,2-1 -96, 6-30-97, 3-31 -00; 19.15.3.103 NMAC - Rn, 19 NMAC 15.C. 103, 11 -15-01; A, 01 -31 -
03] 

19.15.3.104 WELL SPACING AND LOCATION: 
A. Classification Of Wells: Wildcat And Development Wells 

(1) Wildcat Well 
(a) In San Juan, Rio Arriba, Sandoval, and McKinley counties a wildcat well is any 

well to be drilled the spacing unit of which is a distance of two miles or more from: 
(i) the outer boundary of any defined pool that has produced oil or gas from 

the fonnation to which the well is projected to be drilled; and 
(ii) any well that has produced oil or gas from the formation to which the 

proposed well is projected to be drilled. 
(b) In all counties except San Juan, Rio Arriba, Sandoval, and McKinley, a wildcat 

well is any well to be drilled the spacing unit of which is a distance of one mile or more from: 
(i) the outer boundary of any defined pool that has produced oil or gas from 

the formation to which the well is projected to be drilled; and 
(ii) any well that has produced oil or gas from the formation to which the 



proposed well is projected. 
(2) Development Well 

(a) Any well that is not a wildcat well shall be classified as a development well for 
the nearest pool that has produced oil or gas from the formation to which the well is projected to be 
drilled. Such development well shall be spaced, drilled, operated, and produced in accordance with the 
rules in effect for that pool, provided the well is completed in that pool. 

(b) Any well classified as a development well for a pool but completed in a 
producing formation not included in the vertical limits of that pool shall be operated and produced in 
accordance with the rules in effect for the nearest pool that is producing from that formation within the 
two miles in San Juan, Rio Arriba, Sandoval, and McKinley counties or within one mile everywhere else. 
If there is no designated pool for that producing formation within the two miles in San Juan, Rio Arriba, 

Sandoval, and McKinley counties or within one mile everywhere else, the well shall be re-classified as a 
wildcat well. 

B. Oil Well Acreage And Well Location Requirements 
(1) Any wildcat well that is projected to be drilled as an oil well to a formation and in an 

area that in the opinion of the division may reasonably be presumed to be productive of oil rather than gas 
and each development well for a defined oil pool, unless otherwise provided in special pool orders, shall 
be located on a spacing unit consisting of approximately 40 contiguous surface acres substantially in the 
form of a square which is a legal subdivision of the U.S. public land surveys, which is a governmental 
quarter-quarter section or lot, and shall be located no closer than 330 feet to any boundary of such unit. 
Only those 40-acre spacing units committed to active secondary recovery projects shall be permitted more 
than four wells. 

(2) If a well drilled as an oil well is completed as a gas well but does not conform to the 
applicable gas well location rules, the operator must apply for administrative approval for a non-standard 
location before the well can produce. The director may set any such application for hearing. 

C. Gas Wells Acreage And Well Location Requirements. Any wildcat well that is projected 
to be drilled as a gas well to a formation and in an area that in the opinion of the division may reasonably 
be presumed to be productive of gas rather than oil and each development well for a defined gas pool, 
unless otherwise provided in special pool orders, shall be spaced and located as follows: 

(1) 640-acre spacing applies to any deep gas well in Rio Arriba, San Juan, Sandoval or 
McKinley county that is projected to be drilled to a gas producing fonnation older than the Dakota 
formation or is a development well within a gas pool created and defined by the division after June 1, 
1997 in a formation older than the Dakota formation, which formation or pool is located within the 
surface outcrop of the Pictured Cliffs formation (i.e., the San Juan Basin). Such well shall be located on a 
spacing unit consisting of 640 contiguous surface acres, more or less, substantially in the form of a square 
which is a section and legal subdivision of the U.S. public land surveys and shall be located no closer 
than: 1200 feet to any outer boundary of the spacing unit, 130 feet to any quarter section line, and 10 feet 
to any quarter-quarter section line or subdivision inner boundary. 

(2) 320-acre spacing applies to any deep gas well in Lea, Chaves, Eddy or Roosevelt 
county, defined as a well that is projected to be drilled to a gas producing formation or is within a defined 
gas pool in the Wolfcamp or an older fonnation. Such well shall be located on a spacing unit consisting 
of 320 surface contiguous acres, more or less, comprising any two contiguous quarter sections of a single 
section that is a legal subdivision of the U.S. public land surveys provided that: 

(a) the initial well on a 320-acre unit is located no closer than 660 feet to the outer 
boundary of the quarter section on which the well is located and no closer than 10 feet to any quarter-
quarter section line or subdivision inner boundary; and 

(b) only one infill well on a 320-acre unit shall be allowed provided that the well is 
located in the quarter section of the 320-acre unit not containing the initial well and is no closer than 660 
feet to the outer boundary of the quarter section and no closer than 10 feet to any quarter-quarter section 
line or subdivision inner boundary. 



(3) 160-acre spacing applies to any other gas well not covered above. Such well shall be 
located in a spacing unit consisting of 160 surface contiguous acres, more or less, substantially in the 
form of a square which is a quarter section and a legal subdivision of the U.S. public land surveys and 
shall be located no closer than 660 feet to any outer boundary of such unit and no closer than 10 feet to 
any quarter-quarter section or subdivision inner boundary. 

D. Acreage Assignment 
(1) Well Tests and Classification. It is the responsibility of the operator of any wildcat or 

development gas well to which more than 40 acres has been dedicated to conduct a potential test within 
30 days following completion of the well and to file the test with the division within 10 days following 
completion of the test. (See Rule 401) 

(a) The date of completion for a gas well is the date of the conclusion of active 
completion work on the well. 

(b) If the division determines that a well should not be classified as a gas well, the 
division will reduce the acreage dedicated to the well to the standard acreage for an oil well. 

(c) Failure of the operator to file the test within the specified time will also subject 
the well to such acreage reduction. 

(2) Non-Standard Spacing Units. Any well that does not have the required amount of 
acreage dedicated to it for the pool or formation in which it is completed may not be produced until a 
standard spacing unit for the well has been formed and dedicated or until a non-standard spacing unit has 
been approved. 

(a) Division district offices have the authority to approve non-standard spacing units 
without notice when the unorthodox size or shape is necessitated by a variation in the legal subdivision of 
the U. S. public land surveys and/or consists of an entire governmental section and the non-standard 
spacing unit is not less than 70% or more than 130% of a standard spacing unit. The operator must obtain 
division approval of division Form C-102 showing the proposed non-standard spacing unit and the 
acreage contained therein. 

(b) The director may grant administrative approval to non-standard spacing units 
after notice and opportunity for hearing when an application has been filed and the unorthodox size or 
shape is necessitated by a variation in the legal subdivision of the U.S. public land surveys or the 
following facts exist: 

(i) the non-standard spacing unit consists of: (A) a single quarter-quarter 
section or lot or (B) quarter-quarter sections or lots joined by a common side; and 

(ii) the non-standard spacing unit lies wholly within: a single quarter section if 
the well is completed in a pool or formation for which 40, 80, or 160 acres is the standard spacing unit 
size; a single half section if the well is completed in a pool or formation for which 320 acres is the 
standard spacing unit size; or a single section if the well is completed in a pool or formation for which 
640 acres is the standard spacing unit size. 

(c) Applications for administrative approval of non-standard spacing units pursuant 
to Subsection D, Paragraph (2), Subparagraph (b) of 19.15.3.104 NMAC shall be submitted to the 
division's Santa Fe office and accompanied by: (i) a plat showing the spacing unit and an applicable 
standard spacing unit for that pool or formation, the proposed well dedications and all adjoining spacing 
units; (ii) a list of affected persons as defined in Rule 1207.A(2); and (iii) a statement discussing the 
reasons for the formation of the non-standard spacing unit. 

(d) The applicant shall submit a statement attesting that the applicant, on or before 
the date the application was submitted to the division, sent notification to the affected persons by 
submitting a copy of the application, including a copy of the plat described in Subparagraph (c) above, by 
certified mail, return receipt requested, advising them that if they have an objection it must be filed in 
writing within 20 days from the date the division receives the application. The director may approve the 
application upon receipt of waivers from all the notified persons or if no person has filed an objection 
within the 20-day period. 



(e) The director may set for hearing any application for administrative approval. 
(3) Number of wells per spacing unit. Exceptions to the provisions of statewide rules or 

special pool orders concerning the number of wells allowed per spacing unit may be permitted by the 
director only after notice and opportunity for hearing. Notice shall be given to those affected persons 
defined in Rule 1207.A.(2). 

E. Special rules for multiple operators within a spacing unit 
(1) Allowable production. If an operator completes a well in an oil pool or prorated gas 

pool, located within a proration unit containing an existing well or wells producing from that pool and 
operated by a different operator, unless otherwise agreed by all operators of wells producing from that 
proration unit, the allowable production from such newly completed well shall not exceed the difference 
between the allowable production for such proration unit and the actual production from such pool of the 
existing well or wells within such proration unit. The division may authorize exceptions to this provision 
after hearing following appropriate notice. 

(2) Notice requirements. Any operator who intends to operate a well in a spacing or 
proration unit containing an existing well or wells operated by another operator shall, prior to filing the 
application for permit to drill, deepen or plug back for such well, furnish written notification of its intent 
to the operator of each such existing well, and, if the unit includes state or federal minerals, to the state 
land office or United States bureau of land management, as applicable; provided that separate notification 
to the bureau of land management shall not be required if the application will be filed with that agency 
pursuant to 19.15.1.14 NMAC. Such notices shall be sent by certified mail, return receipt requested, and 
shall specify the location and depth of the proposed well. The applicant shall submit with its application 
for permit to drill, deepen or plug back either (a) a statement attesting that, at least twenty days before the 
date that the application was submitted to the division, it sent notices to the designated parties, by 
certified mail, return receipt requested, advising them that if they have an objection a written statement 
thereof must be delivered to the proposing operator within twenty days of the date such notice was 
mailed, and that it has received no such objection, or (b) written waivers from all persons required to be 
notified (approval of the application by the United States bureau of land management being deemed 
equivalent to waiver by that agency). In event of objection, the application may be approved only after 
hearing. 

(3) Transfer of wells. If an operator transfers operation of less than all of its well located 
within a spacing or proration unit to another operator, and such spacing unit includes any state or federal 
minerals, the operator shall, prior to filing form C-104A to effectuate such transfer, provide written 
notification to the state land office or United States bureau of land management, as applicable, of such 
transfer. 

(4) Compulsory pooled units. No provision of 19.15.3.104 NMAC shall authorize the 
operation of any producing well within a unit described in an existing compulsory pooling order by any 
operator other than the operator designated in such order. 

(5) Federal or state exploratory units. No provision of 19.15.3.104 NMAC shall authorize 
the operation of any producing well within any federal exploratory unit or state exploratory unit by an 
operator other than the designated operator of such unit except as provided in the rules of the United 
States bureau of land management or state land office applicable to such unit. 

F. Unorthodox Locations 
(1) Well locations for producing wells and/or injection wells that are unorthodox based on 

the requirements of Subsection B above and are necessary for an efficient production and injection pattern 
within a secondary recovery, tertiary recovery, or pressure maintenance project are hereby authorized, 
provided that the unorthodox location within the project is no closer than the required minimum distance 
to the outer boundary of the lease or unitized area, and no closer than 10 feet to any quarter-quarter 
section line or subdivision inner boundary. These locations shall only require such prior approvals as are 
necessary for an unorthodox location. 

(2) The director may grant an exception to the well location requirements of Subsections B 


