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AAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE V.
OPERATOR
A. Desiy oo and Respowsihllities of Op
OXY USA Inc. : : _shall be the

Operstor of the Contract Arcs, sud shaii cosducy snd direct and have' Sull comtral of all aperations ox the Cantrect Arss as pacmitsad sod

voquired by, and widhin the Ermies of this sgreesent. Tt shall comduct afl sach oporstions fs » good end workmankibe menner, but it skl

have oo labilicy a3 Operstor 1o tho other perties for james srsived or Esbilicos incarred, excepe ;uch @ mey reult from gros
cgh or willful ch

B.- Resignation or R 1 of Op. «d S of S

1. Resigaation or Remowal of Operators Operaor wiay reaign wt any time by giving wristen ootice therenf to No-Opersiors.
IMMsl’lmmh‘emummh&MMubﬁwwﬁﬂu
Operator, muhunmwmwaummummm Opsrasor

“ouy be remioved # it falls or refuses to carry ou its duties b di banlerapc or is pleced in recaivership, by the

MmdmujwnnWMsmmuuM-MNm A" rerosining
sker encloding te vating ioterest of Operator. Such casignation or comovel shall #ot bacome effiective undl 7:00 o'clock AM. on the
first dey of the celemddar month following the axpiration of ninety (90) duys sfter the giving of notice of resipawion dy Operator or sction
by the Noo-Operstars % remove Operator, uhiess » Op ‘s baen sulecsed and the desies of Oparator st an epstier
dase. Operstor, afer effactive date of esignation oc removsl, shal be bowund by the tarsas heseof s & Noa-Operawe. A change of & cor-
porate name or structare of Operator oc osaser of Operator®s ivearext 0 sty single subaidinry, perent or spacemor corporation shall aot
be the dasis far removml of Opersior. .

2 Sekection of Saccesor Opecame: Upon the rosigaadon o resaoval of Opersier, » sacoessor Operator shall be selucted by
the parties. The succemser Operator shafl be selectod from the parties owning a1 iaterese in the Contracs Aves st the tme such sacressor
Operawe is selecved. The soccemor Opecutor shal be seiaced by the alSimstive vore of two (2 ar moce pirties OwDing « sejority inserest
based on ownenship o3 shown on Bxliibx ** A ""; peovided, h § s Oparator which heo beer ramoved £33 1 vone oF vores only ©
succend frself, the succamoc Operator shall be selected by the sffinmttive vote of two (2) Or more parties owning @ majocity interon besed:
o0 owoership s shown op Exhibk A" reneining sfer excluding the wating interest of the Operator thst 'was remaved.

C. Employee:
The number of employees ssed by Operator in condoct ions B der. their on, #nd the hours of Sibor seed the
m&mmmnmuoﬁm wnd sk mch shall be the of Opurstor.

. Drilling Contescrs:

A wells dritied on the Contract Aren shalt be drilied on 2 cocapetitive comtract basis st the usual eates prevailing io the aves. I it 5o
Mwmwtmwdwnm&mgd*hnmudnrﬂmmtm
fuces i the ares and the cave of sach charges shell be spraed upon by the parties in writing bafore drilling opes
uch work sl be performed by Operstor under terms and condis ,dwﬂhhtﬂhmdh—
depeadent coonractors why sre doing work of w simiar nature.

ARTICLE VI.
DRILLING AND DEVELOPMENT
A. Injriat Well:
Onocbelorethe 1SE syt July . 1997, Operator shak the driling of « well for
o end gas 2t the foljowing Jocstion:

at Operator’s choice in either Section 8 or 3, Township 19 South,
Range 29 East, Eddy County, New Mexico

and shad thereslter contime the drilling of the well with doe dligence - the Morrow.

my&ummwmn:umhum-mmmm
countensd o ¢ lewer depth, or enless &l garties agnee 10 complese or sbandon the well o « lamer depth,

Fhmsﬂ:num&hmﬂhh—dhh#oapﬁ:mw
even: Operatar shall be requiced to test only the k or formetions to which this agr
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masvx

l.inOn:u';Hput.&ﬂﬂmpﬁmduphnﬁaqmﬁi&nﬂi-ﬁhhﬂqmﬂut
well 25 2 dry hole, the provisions of Artiche VLEL. shull therasher apply.

R Sobseguest Opecasinss:  *See Article XV.2.

1 Propossd Operstives: Shaskl a0y party beresy desire t delll sy wall on the Convms Area otber than the welf provded
for In Articke VLA, or 10 fework, decpen or plog back & dry hole dritied s dhe Joinx expunse of all parties or s well joinsly owned by i
umnﬂuMMnmmkm“oﬂ.mmummnﬁnﬂﬂﬁﬁ

other perties writtes notice of the prop img the work 10 e performed, the jacation, propossd depth, abjective forme:
mwmmmuummmmm.mxummemmuwamm
within which to notify the party wishing 1 do the work whather dhay elect %0 participase in the cost of the prop o » deill-

d ok 3 shall be

ing 1ig it ou lacstion, notice of & proposel ¥ rework, pleg dack or i dwper muy be given My telegh
unm«qmmdm Md*w’dﬂd-mm“-ﬂnbmtﬁ

the pariod sbove Gxed shall conmicate s slacvion by thee purty 5ot 4 pasticipate it the com of the d op Any or
o gven by telephaoe shak be p dy confiewnad is writing.
% all parvies elect ipace i such 9 g tion, Opermtar shull. within ainety (90} days siter expiretion of she netice

un:ddlhhymmv:m-#&hhmdm“wm“m:m:tbah
dm.amumymmmhﬂwm-‘muvﬂmmnhﬂ-ﬂmdﬁp
thes Irereso; ick hmhmﬂm-ﬁa—nﬁwd-&b’mnhtm
u.wdw»mquth*wamn dditionst thoe i Y to chuin
mmmmmmmwﬂummq@munmwo
aeninetion of curative maatter respaired for tide Norwithstmnding the force majenve provigions of Asticle X1, if the
utdopmhtuubmmm‘ﬂh&e" ided. including w0y thereal &3 specifically persoizted herein) and
Immmmmwﬂcﬁmmwmmukw»uwwhm
mmmmu«axnmmumu .

2. m!munmlmmmwm-w In Anicle VLB eerD.!.mm
No, 2) clects 1ot o participste i the progoasd operation, then, is order 10 be casited oo the berefics of this Arvicle, the party or pactics
giving the podee and such othey pacties 2 shall elect w perticipene ju tie operatios shell, within ninecy (90) duys sfoer e cxpicstion of
ummammmu-m.m*uwdhwm)mwm.muc

on focation, w3 the case may be) sctually the prop and complete i with due ditigence. Operesor shall perform all
work foc the acoont of dhe C: ng Partes: provided. b i oo deilling rig o other apipment i on Jocstion, and ¥ Operator i
2 Non-Cs Party, the Ce ing Parties shall either: (3} request Operetor 10 perform the work tequicad by such peoposed opers-

uhhmzduwmcﬁdnuummdhmmuw»muM&o
senting Parties, e conducting operations 08 the Conmract Ares purwwant 1o this Article VIB.2., shall comply with sil eeesys sod con-

ditions of this agreement,

K lem dhan o) pacties spprove soy o, the P porzy. imvoed afeer the expiration of e spplicable
mmumummuhwmduﬁw sach ion and s dution as
®© whether the Consanting Purties shouid procred with the operation s proposed. Rach Consmmting Party, within fortyaight (48 hoers
(oxchasive of Sevardey, Sundey and legel holideys) sfver raceipt of such notice, shall adviss the praposing party of itz desiee w (o) Sasic par-
Gcigazion to sach prrty's interest 3 shown on Exhibie A" or (b) carry its : ot of Non-Co ing Pareies’ i and
ﬂwwd&t&rmmﬂuwn“*nh&m.mﬂ.inm the sieom permitasd for
-ﬁ:mﬂwnﬂnuﬂdwmwmdm Mdhﬂmfhm“
a-uehm.ny-h&nuﬁﬂvpdlhhh-ﬁam = by noddy sl perties of such decisica.

ﬁm&dw—.lqﬂmmm«ﬂ-{h&-ﬁhmdum
ducer of ol sndior gu it paying qusntites, e Co g Partien shall comnplete sod aquip the wall w prodoce st their ke

B oM P 'r,

. 8.
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ARTICLEVE
contiened

and the well shall then be tamed over 1 Opacasor andd shall be operaed by it st the expense and for the scoouse of the Consearting Per-
ties. Upos commencement of aparations for e drilling, reworking. depening or plugging beck of any such well by Conesing Partiar
i scooedence with the provisions of this Ardcle. sach NowConsessing Parcy shall be dessand 10 bave relinguished to Consenting Pardies,
a0d the Consenting Pardes half own end be avdided 1o recsive, le peopordon wy thde respoctive & ofl of swch Nex-Conserrting
Purty’s interest In the well aod share of producicn: tendiom until the » of the aule of such share, calculpeed 8¢ the wel, or
et vsime thereol i mech shere is noe sold, (afee deducting production taxm, excise texes, roysky, overriding roysky and other in-
terests moc excepted by Acticle IILD. paysbie out of or messuced by the production from such well accruing with nespect t such interest
el it reveres) shell aque? e totad of the foliowing:

» mxa-auhmwm\imdnmdmmmummmmw
connections Gncluding, but sot Neaised m, mock tenky, Y wd piping), plus 100% of each such
thuﬁndhmdmdm-ﬂm;-&uwﬂmdd-ﬁw

Party’s eefinquished inseras shall revere ® it ander other provislons of this. Asticie, it baing agreed that sech Noe-
mm:&d&mdnﬁndkmhﬂwﬂmum»wm
Party had it parcicipesed i the wel from the begianing of the opersticns; md

. @‘M%dmmdumd of driliag, teworki ing. plugging back. westing ead completicrg,
sver deducring sy cash Mmmm&umiﬁumduuduﬁyﬂaﬂm
oent in the well (1 ad jacuding the wellhead ions), erkich womld have boon chargesble to sach Noo-Consenting Pasty i it had

Aa eloction not 20 perticipetc in the deilling or the devpaning of 2 well shall be deemext 30 choction n0% to perticipese ia sy re-
working or phagging buck eperstion proposed in suck & well, or portes thereot, 10 which the initial Now-Conseot dection spplicd ther is
conducved et any time prior to full recovery-by the Coasnting Parties of sthe Non-Consmeing Party's recoagemens accoune. Any sch
m«mh&mwhﬁmmmﬂhumdhwdminﬂﬂ
and there shall be added 10 the sarns 3o be od by the C Parci dred pes £100%) of e porion of the cons of
the: reworking oc plugging beck opesstion which would heve been chergasble v such Nosr-Consoeting Party hed it parsicigand thereln. ¥
soch a reworking or plugging beck operstion i propossd dusing such recoupment pariod, the provisions of thiz Article VL. shalt be op-
phcable o3 berereen wid Consenting Parties in 903d well.

M#wﬁﬁdm%hmnmwﬁnwhﬂysmdmﬂk
proceeds: therefrocs. Consenting Partias shal] be ible: for the poy of sl product extive, guhering and othes
-&uﬂmﬂvmdbgm&ydmmmmwMomdMMmmhh
tcle OLD,

In the cme of 20y rewarling. plugging deck or deeper driling aperstion, she Comsering Parties shall be pervaitted 10 e, free
of com. sil casing. tabing and ather equipeent i the well, buc the rship of il such equips shalt remain uachenged; and wpon
sandonmest of 3 well sher mch reworking, plugging back ar deeper deiling. the Cosmnting Perties shall scomoot for sl sach equip
mewt 1 the owners thereof, wich ench party receiving ks proportionate pars in kind of in value, las cost of selvage.

v«mmm«uwdmmwuammmmmmhu
Conseneing Parties shall fornish ssch Nor-Consenting Party with a0 taveatary of the equi d w the well. snd o
MMdumdmmmummmmuwhmmum
option. the.operating perty, i lisu of an iemized stasement of such costs of operstion, sy submit 3 detsiled staternene of Snonthly MU-
ings. Each month dwresteer. daring the time the Consenung Perties arc being reimbarsed w3 provided above, the party conducting the
dperations for the Consenting Parties shall fornish the Now-Consening Parcics wich n foewdiand stacenent of ol coats and Nebilities in-
cusred in the operation of the well, togedher with 3 statement of the qaumiicy of ol snd gas produced from it and the amoant afgrocendts
restized from the ssle of the wall’s working inserest producsion dusivng the precoing manch. I determining the quancity of &l sed ges
produced duriag sy month. Conseting Pardes shall use indwatry sccepeed meethods such as. bus tot liesioed 0. mesring o puriodic
well tesrs. Aty smoune rmEsed from: the sale or other dispasici d ° oawly o in writh snry sckt
which would have been owned dy & Now-Cx Parcy had it pardch muhmwuwmﬂ
of the work dome 30d of the equip hased in: g when the interent of sach Nen-Consnting Parry shadl itas
mwwem;:mmnau’a-mwm :-]‘
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ARTICLE V1
contemaed
¥ and wheny the Cossendng Purties recomer from & Non-Contenting Party's reliaquished interese the amounts provided for sbove.
the ished of sach Now-Co ing Purty shall susomastically revert 1o it. md, from sad sfter such reversion, sach Now-

Consestiog Party shull cwn she same interwst is such well, the swterisl sad equipmment in or pertaining thesww, sad the prodaction
dherefrom o3 such Nos-Cooeating Party wouid heve been aiied 3 had R participused in te drilling. rewocking, deepening or plugging
Tuack of said well, Thareafour. such Now-Conmanting Party shell be chmegnd wich and shall pay its proportionste pare of the farther costs of
the operstion of aid well Io acvordsace with the tereon of his age and the A ing Procud ched berew,

Notwithuzsading the provisicas of this Article VLB.2., k is sgrasd that without the mwtusl consat of all perties, 5o weils shell
e coplesed in or produced froa & 3outce of supply from which & well focstel daewiere on the Coatract Arex is produciog. unless such
well conforms 1o e thenwisting well spacing patsern for sech source of supply.

The provhions of this Anicie shall have 0o spplication sbetaocver ® the drilling of the loitisl well dexrived i Ardde VLA.
excepx (u) 53 30 Article VILDLL (Opdion No. 2), ¥ seleceed, or (0) 25 10 ie reworking. depening snd plegging back of sch altial welt
afiee it Das been driliod a dhy depth specifind in Article VIA. # it shalf chereafier prove 10 be ¢ dry bole or, if inittally complewd for gro-
duction, uses %0 produce ih peying quanicies. ’ .

3. Sund-By Time: When 4 well which Ses baw drilled oc despened hus resched #ts authorized depth and o tests have been
completed, and the rexshs thereol furnished 9 the parties, gaad-Dy cous incurred pending respomse to & party’s norice proposing s
reworking, decpuning, plugging back or Neting tioa in such o well shell be charged snd boene s part of the deilling or despen-
ing operation jux compiaed. Sand-by ey ssinequest & il perties responding, or expleation of the response time permicsed, whichever
Srst ocurs, and prior % age = the pertcipating of ot Consenting Purtias p to the erms of the second gran-
tacical peragraph of Asticke VLB.2, shall be charged-to mnd barne a pert of the propoeed operadon, but i the propoml i sehasgeersdy
withdrawn because of insifices participation. such sand-by cosps shall be slioossed b e G ting Parties i the proportion
cach Consenting Party’s inserest s showan on Pxhibic **A"° bears 16 the wist ipwrent 23 shown on Exhibic “A™ of sl Consanting Par-
Ges. .

4. Sideraching: Bacept s provided, those provisions of tils ngr applicable 20 3 **derpening”” ion shall
slso be aprlicable o suy propassl o directionally control end i devime & well from vertical 3o 83 to change the botwom hole
locaion (herein called **sidewacking™). unics done w sraighun the hole or o drill sround junk in the hole or becavsr of ceher
enachanics) dificalties. Asy party having the right 10 perticipese in e proposed sldetracking operation that does not own. so inserest in the
Mﬂm:hhdhm“umnm&wumb«rmhmmm
o s focerent b the sidereacking operatian) of the valur of thet partion of the existing well bore to de utifized & follows:

) X the proposei is for sidermcking an exinting dry hole, reimbursement shall be on the busis of the acrus! cows incrred in
the initial drilling of the well down © the depdy ot whichs the sidetracking eperation i initinted.

) 1 the propowe is for siderracking » wel which ks previously produced, reiob shell e cn the bk of the well's
selvable mpcriols a0d axpripament down to the depth st which the siderracking operation is initiaced, devermined in secordusce with the
peovisions of Bxhik *°C*", lew the coimeted cost of mivaging sed the d cost of plugging snd sk >

hmm&mbammkmﬂehmﬁwhmbwma:mm
ol be Eemised fo forty-¢ight (98} hours, exchosive of Sarurdey, Suodsy sad legel holideys; provided, however, sy party mey requent sad
cﬁnwb*ﬂdﬁﬂmn“d&h&*(qm'hh-Hauwwmhda-fwut
wm:&“m—pﬂlmanmmm-m-admmnwwhmﬁ
mﬂb“ﬂm&mﬂcm-nmﬁu;%yiﬂhi&m-&%p-
:"smahn“" * Saars 15 O sorsl incesest 13 showa on Exhibie A" of if the decting pardes. to o oter in-
m&ctwnﬂn-ml’-m“hmwﬁhym&n -

C. TAKING PRODUCTION IN KIND: . -;

Each perey shall wiw io kisd or cly dagose of its proparsionste share of aff oil and ges produced from the Contracy
exchusive of peoduction which mey be wsed in & sad grodecieg operstons sod in prepuring wad veatig ol and gu for

h and product idably los. Anry emrs enpuoditare i d i the taking in kind or seperare-disgiuicion by snry
mdhﬁmmdumﬂkmnaﬂmqu&ghdeh

a2




