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

" 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 letter 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.

Oa_.bvuw W’
Denise Menoud, Regulatory Specialist

Gray Surface Specialties,
Agent for Bold Energy, LP

vwwaresatmaae

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

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

Santa Fe, New Mexico
Case No. 13877....Exhibit No. 5

Submitted by:
BOLD ENERGY, LP
Hearing Date: May 10, 2007
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Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)

Sent: Thursday, January 04, 2007 7:59 AM
To: 'Peggy Kerr'

Subject: RE: December 27th election Date
Importance: 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
WIQ'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, 1 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 well",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 | have to review this matter with Management as soon as they return from Holiday
vacation the first of January. 1 will give you a call in as soon as | 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. 1 will send you a formal response today. David



05/08/2007
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Sent: Tuesday, January 09, 2007 3:51 PM
To: Gary Tidmore
Subject: FW: Oxy->TDC Sec 9 Assignment (Turkey Track)

| 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). | know you don’t have any of the files, but |
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,

[ 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.

[ 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 241 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. [ 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’ll let you know if I hear anything back from Caprock.

Cindy McGill, CPL/ESA
Landman

(432) 686-1100

(432) 686-1104 FAX
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Evans, Davnd (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. |
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 | need to get our
Legal folks to respond? | think we are close to where we both wanted to be, that is where the welt can be
drilled under the JOA? David

From: Peggy Kerr [mailto:Peggy. Kerr@BoIdEnergy com]
Sent: Tuesday, January 09, 2007 5:37 PM

To: Evans, David (Midland, Texas)

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

bavid, | cannot find where an assignment of the reversionary interest has been recorded from Oxy into
TDC/Monarch/Boles for the Sec. 9 acreage. | 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 will need for Oxy and Beal to both
execute the assignment of the reversionary rights into Bold, Monarch/Boles top clean up the tltle “We found
paperwork in the file for the date of payout.

| want to be sure that all documents are recorded prior to my letter to dissolve the March 27, 1997 Letter
Agreement. | 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:
[ thought they had been done, but it has been so long since we did them, I cannot be absolutely certain.

GT

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

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

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

Sent: Monday, January 15, 2007 1:00 PM
To: Evans, David (Midiand, Texas)

Cc: 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"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




BoLD ENERGY, LP

415 W. WALL, SUITE 500

MIDLAND, TEXAS 79701
MAIN: 432-686-1100
FAX: 432:686-1104

January 15, 2007

Mr. David R. Evans
OXY USA WTP L.P.

6 Desta Drive, Suite 6000
Midland, TX 79705

Mr. Dick Frech

Monarch Resources, Inc.

115 W. 7™ 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
L.P, 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 day 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 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.

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

b

2007, by

Notary Public




Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)

Sent: Tuesday, February 27, 2007 7:51 AM

To: Chatwell, Betty

Subject: FW: Executed Assignments

Importance: High

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

Champion St Sparkpiug St
Assgn.tif (104 KB)...Assgn.tif (92 KB)...
File JOA....

————— Original Message-----

From: William Carr [mailto:WCarr@hollandhart.com]
Sent: Monday, February 26, 2007 4:00 BM

To: JamesBruc@aol.com

Cc: Evans, David (Midland, Texas)

Subject: FW: Executed Assignments

Importance: High

Jim-

Attached hereto are copies of two assignments that have been
executed by OXY, by separate e-mail I will forward an executed copy of
the Termination Agreement. It is my understanding that these are the
documents that Bold discussed with you last week. They are not
effective until also signed by Bold and others and should not be
construed as an agreement by OXY that the 1997 letter agreement has been
terminated until all have signed. Once all have signed and the
agreement has been terminated, this spacing unit can be developed under
the JOA. I am concerned that since these documents were sent to Peggy
Kerr, we have not received a response from Bold.

Today, I have been in discussions with OXY concerning this
matter. If we do not get this resolved, I have been directed to seek a
Declaratory Judgment on the status of these contracts. If you can give
this a push, we may all be better off.

Bill

————— Original 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: William Carr

Subject: FW: Executed Assignments

Importance: High

Peggy, I will send you the executed Originals in the mail. Please
provide us with a recorded copy. David

From: Rodriguez, Rocio

Sent: Monday, February 26, 2007 1:29 PM
To: Evans, David (Midland, Texas)

Subject: Scanned Docs

VVVVYVVYV

<<Champion St Assgn.tif>> <<Sparkplug St Assgn.tif>>




Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)
Sent: Tuesday, March 13, 2007 2:37 PM
To: 'Peggy Kerr’

Subject: RE: Threshold Matter
Agreed....

————— Original 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 project, but will try to get the stipulation
done this week. The documents are at Tom Beal's office. 1I'll send him an
e-mail to return to you. I don't think there is anything wrong with the
termination agreement, but the conveyance documents made his nervous and he
is not interested in signing anything other than a stipulation at this point
in time.

Peg

————— Original 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 Stipulation? Also, please either
destroy the Assignments I sent you or forward them back to me since they
are in error. Thank you, David




Evans, David (Midland, Texas)

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

Sent: Monday, March 19, 2007 11:01 AM
To: Evans, David (Midland, Texas); Tom Beall
Subject: Turkey Track

Importance: High
Attachments: Oxy Termination Letter.doc; Oxy FarmOut.doc

Dave/Tom
Here is the latest Oxy Termination Letter and Stipulation.

| 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

Page 1 of 1



BoLD ENERGY, LP

415 W. WALL, Surte 500

MIDLAND, TEXAS 79701
MAIN: 432-686-1100
FAX: 432:686-1104

March 19, 2007

Mr. David R. Evans
OXY USA WTP L.P.

6 Desta Drive, Suite 6000
Midland, TX 79705

Mr. Dick Frech

Monarch Resources, Inc.

115 W. 7™ 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 535X .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 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

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 day of

2007, by Herbert F. Boles and Norma Jean Boles

Notary Public

, 2007,

2
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Evans, David (Midland, Texas)

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

Sent: Wednesday, March 21, 2007 4:55 PM
To: 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. | 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. | 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

Peg

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. | 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.

| 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

415 W. WALL, SUITE 500

MIDLAND, TEXAS 79701
MAIN: 432-686-1100
FAX: 432:686-1104

March 19, 2007

Mr. David R. Evans
OXY USA WTP L.P.

6 Desta Drive, Suite 6000
Midland, TX 79705

Mr. Dick Frech

Monarch Resources, Inc.
115w. 7" 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 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 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 535X .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 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

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 day of

2007, by Herbert F. Boles and Norma Jean Boles

Notary Public

, 2007,



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. | 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, Willlam; 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 USAWTP 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 USAWTP 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? | 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 | 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




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 USAWTP 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 USAWTP 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, | 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. | 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




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
David,

The Stipulation prepared is based on the Letter Agreement. Any F/O's or

N/C's other than what is in the records or in the Letter Agreement, I have
knowledge. 1If Oxy desires to change the interest to something other than
what is shown, I am fine with you making this change. I am not sure that a
N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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

OXY USA WTP LP

David,
The Checker State #1 paid out 10/2003 and the current expense DOI is

>

>

>

>

>

>

>

>

> 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

>

>

>

>

>

1
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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

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/0OXY Champion and
Sparkplug wells

POS doesn't currently show those numbers exactly, but I think
be out of date.

...David

POS may

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

To: Evans, David (Midland, Texas)

Cc: Herrington, Gerald; Breed, William; Grady, Richard
Subject: FW: Oxy Termination Letter.doc/0XY 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 RESQURCES 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 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



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 for what is being billed today. The Stip's numbers are off. All wells have
paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/O's or
N/C's other than what is in the records or in the Letter Agreement, I have
knowledge. 1If Oxy desires to change the interest to something other than
what is shown, I am fine with you making this change. I am not sure that a
N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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

HERBERT F BOLES
73000015 OXY AUTO STATE #1 0.05521870 043739 04

1

>

>

>

>

>

>

>

>

> 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 0.002390630 042068 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
shown above (that was a farmout).

DOI is

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

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
be out of date. :

...David

POS may

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

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

2
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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



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

Is it just the Tom Beall interest that is different?

————— Original 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 for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/O's
or

N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. If Oxy desires to change the interest to something other
than

what is shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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 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 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: FEvans, 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

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

VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVYVVVYVYVYV

FUEL PRODUCTS INC
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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




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

VVVVYV




Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)

Sent: Monday, March 26, 2007 2:20 PM

To: 'Peggy Kerr'

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

Peggy, I am sorry. The Champion has not paid out so Monarch's interest is not reflected.
I think we need to break these out, before and after payout in the case of the Champion,

and also make reference to the stipulation being subject to the current JOCA.

————— Original 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 it just the Tom Beall interest that is different?

————— Original 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 for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/0O's
or

N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. If Oxy desires to change the interest to something other
than

what i1s shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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

1

vVVVVYVYV

David
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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 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

2
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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




Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)

Sent: Monday, March 26, 2007 2:27 PM

To: 'Peggy Kerr'

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

Let me take a shot at it and send it to you. David

————— Original 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 for additional work after the payout of

the Champion well. Bold has its APO interest reflected??
David -- I am find with making the changes to BPO and APO, I need you to
fill in the document with these numbers. I also am fine with making this

subject to the JOA. Can you put this in the document, as well.

Peg

————— Original Message-----

From: David Evans@oxy.com [mailtec: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 interest
is not reflected. I think we need to break these out, before and after
payout in the case of the Champion, and also make reference to the
stipulation being subject to the current JOA. David

————— Original 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/0OXY - AUTO & CHECKER STATE WELLS

Is it just the Tom Beall interest that is different?

————— Original 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 for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/O's
or




N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. If Oxy desires to change the interest to something other
than

what is shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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 O©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 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

2
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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

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

3
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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




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 is out till tomorrow. He didn't say anything to me which he normally does...David

————— Original 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 Worrall ever call Bob and discuss Turkey Track area. This would
have been last week? John is on Vacation this week so I can't reach him
to find out latest?

————— Original 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 it and send it to you. David

————— Original 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 for additional work after the payout

of

the Champion well. Bold has its APO interest reflected??

David -— I am find with making the changes to BPO and APO, I need you
to

fill in the document with these numbers. I also am fine with making
this

subject to the JOA. Can you put this in the document, as well.

Peg

————— Original 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 interest
is not reflected. I think we need to break these out, before and after
payout in the case of the Champion, and also make reference to the
stipulation being subject to the current JOA. David

————— Original 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

1




Is it just the Tom Beall interest that is different?

————— Original 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 for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/O's
or

N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. If Oxy desires to change the interest to something other
than

what is shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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 OKXY 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 O0XY 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 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

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 0.0023%0630 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
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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 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/0OXY 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




Evans, David (Midland, Texas)

From: Peggy Kerr [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 for additional work after the payout of
the Champion well. Bold has its APO interest reflected??

David -— I am find with making the changes to BPO and APO, I need you to
fill in the document with these numbers. I also am fine with making this
subject to the JOA. Can you put this in the document, as well.

Peg

————— Original 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 interest
is not reflected. I think we need to break these out, before and after
payout in the case of the Champion, and also make reference to the
stipulation being subject to the current JOA. David

————— Original 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 it just the Tom Beall interest that is different?

————— Original 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 for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/O's
or

N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. If Oxy desires to change the interest to something other
than

what is shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.




————— Original 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 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 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 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

VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVYVYVVYVYVYV
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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

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

bDavid,

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
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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 Worrall ever call Bob and discuss Turkey Track area. This would
have been last week? John is on Vacation this week so I can't reach him
to find out latest?

————— Original 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 it and send it to you. David

————— Original 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 for additional work after the payout
of

the Champion well. Bold has its APO interest reflected??
David -- I am find with making the changes to BPO and APO, I need you
to

£fill in the document with these numbers. I also am fine with making
this
subject to the JOA. Can you put this in the document, as well.

Peg

————— Original 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 interest
is not reflected. I think we need to break these out, before and after
payout in the case of the Champion, and also make reference to the
stipulation being subject to the current JOA. David

————— Original 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 it just the Tom Beall interest that is different?

————— Original 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

1




I was checking for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/0's
or

N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. 1If Oxy desires to change the interest to something other
than

what is shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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 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 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

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 0.00230630 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
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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 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




Evans, David (Midland, Texas)

From: Peggy Kerr {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
Ok

I will work on this avenue of communication. There are geological issues
for these guys to discuss.

Thanks

————— Original 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/0OXY - AUTO & CHECKER STATE WELLS

Bob is out till tomorrow. He didn't say anything to me which he
normally does...David

————— Original 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 Worrall ever call Bob and discuss Turkey Track area. This
would

have been last week? John is on Vacation this week so I can't reach
him

to find out latest?

————— Original 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 it and send it to you. David

————— Original Message--—---

From: Pegqy 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 for additional work after the payout
of

the Champion well. Bold has its APO interest reflected??
David -- I am find with making the changes to BPO and APO, I need you
to

fill in the document with these numbers. I also am fine with making
this
subject to the JOA. Can you put this in the document, as well.

Peg



————— Original 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/0OXY - AUTO & CHECKER STATE WELLS

Peggy, I am sorry. The Champion has not paid out so Monarch's interest
is not reflected. I think we need to break these out, before and after
payout in the case of the Champion, and also make reference to the
stipulation being subject to the current JOA. David

————— Original 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 it just the Tom Beall interest that is different?

————— Original 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 - AUTC & CHECKER STATE WELLS

I was checking for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original Message—---—-

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

Sent: Monday, March 26, 2007 2:02 PM

To: Evans, David (Midland, Texas)

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

bavid,

The Stipulation prepared is based on the Letter Agreement. Any F/O's
or

N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. If Oxy desires to change the interest to something other
than

what is shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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

VVVVYVVYVYVYV
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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

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
shown above (that was a farmout).

DOI is

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

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
be out of date.

...David

POS may

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

To: Evans, David (Midland, Texas)
Cc: Herrington, Gerald; Breed, William; Grady, Richard
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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




Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)

Sent: Monday, March 26, 2007 3:02 PM

To: 'Peggy Kerr'

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

————— Original 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

Ok

I will work on this avenue of communication. There are geological issues
for these guys to discuss.

Thanks

————— Original 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 is out till tomorrow. He didn't say anything to me which he
normally does...David

————— Original 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 Worrall ever call Bob and discuss Turkey Track area. This
would

have been last week? John 1is on Vacation this week so I can't reach
him

to find out latest?

————— Original 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 it and send it to you. David

————— Original 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 for additional work after the payout
of
the Champion well. Bold has its APO interest reflected??

David -- I am find with making the changes to BPO and APO, I need you
1




to

fill in the document with these numbers. I also am fine with making
this

subject to the JOA. Can you put this in the document, as well.

Peg

————— Original 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/0OXY - AUTO & CHECKER STATE WELLS

Peggy, I am sorry. The Champion has not paid out so Monarch's interest
is not reflected. I think we need to break these out, before and after
payout in the case of the Champion, and also make reference to the
stipulation being subject to the current JOA. David

————— Original 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 it just the Tom Beall interest that is different?

————— Original 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 for what is being billed today. The Stip's numbers are
off. All wells have paid out. David

————— Original 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 Stipulation prepared is based on the Letter Agreement. Any F/O's
or

N/C's other than what is in the records or in the Letter Agreement, I
have

knowledge. If Oxy desires to change the interest to something other
than

what is shown, I am fine with you making this change. I am not sure
that a

N/C interest should be represented in this Stipulation.

Peg

————— Original 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 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 OXY USA WTP LP

73000015 OXY AUTO STATE #1 0.03477500 035401 04
THCMAS 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.
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Jerry
From: Raptis, Eli
Sent: Thursday, March 22, 2007 1:34 PM

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 0.002380630 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




Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)
Sent: Friday, April 20, 2007 3:44 PM
To: 'Peggy Kerr'

Cc: Joseph Castillo; Doty, Bob
Subject: RE: Checker State

Peggy, I will send this to our legal dept. Let's talk on Monday. David

————— Original Message-—----

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com]
Sent: Friday, April 20, 2007 3:41 PM

To: Evans, David (Midland, Texas)

Cc: Joseph Castillo

Subject: RE: Checker State

I had our corporate counsel, Rick Montgomery, work on documents too! He
made quite a few changes to earlier versions. Attached are copies of the
documents (I received 5 minutes ago). Here are my thoughts, let's review
and see if the attached documents appear to be correct. If so, please have
Oxy execute and I will send to Mr. Beall, Monarch and Mr. Boles along with a
new AFE (costs are lower). I need Oxy to withdraw the protest letter to the
APD.

Bold wants Oxy to participate in this well. We want an APD so we can move
forward with the drilling and completion of the well.

If we can get these documents signed and a withdrawal letter sent to the
OCD, we can aveoid a trip back to Santa Fe on the 26th of April.

I am free to meet today, Monday or Tuesday.

Thanks

Peggy

————— Original Message~-~---

From: David Evans@oxy.com [mailto:David Evans@oxy.com]
Sent: Friday, April 20, 2007 3:13 PM

To: Peggy.Kerr@BoldEnergy.com

Subject: Checker State

Peggy, I think the documents should be ready on Monday. Do you want me
to send out to all parties or deliver them to you? David




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 think we should change the dates to April 23. We also have a non-consent issue that has
to be acknowledged and correction of OXY's name. David

————— Original Message-----

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com]
Sent: Friday, April 20, 2007 3:51 PM

To: Evans, David (Midland, Texas)

Subject: RE: Checker State

I noticed Rick left the date of March 19, 2007. Would you rather I change
this to current date. The Stipulation has April, 2007.

————— Original Message-----

From: David Evans@oxy.com [mailto:David Evans@oxy.com]
Sent: Friday, April 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 will send this to our legal dept. Let's talk on Monday. David

————— Original Message-----

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com]
Sent: Friday, April 20, 2007 3:41 PM

To: Evans, David (Midland, Texas)

Cc: Joseph Castillo

Subject: RE: Checker State

I had our corporate counsel, Rick Montgomery, work on documents too! He
made quite a few changes to earlier versions. Attached are copies of
the

documents (I received 5 minutes ago). Here are my thoughts, let's
review

and see if the attached documents appear to be correct. If so, please
have

Oxy execute and I will send to Mr. Beall, Monarch and Mr. Boles along
with a

new AFE (costs are lower). I need Oxy to withdraw the protest letter to
the

APD.

Bold wants Oxy to participate in this well. We want an APD so we can
move

forward with the drilling and completion of the well.

If we can get these documents signed and a withdrawal letter sent to the
0OCD, we can avoid a trip back to Santa Fe on the 26th of April.

I am free to meet today, Monday or Tuesday.
Thanks

Peggy

————— Original Message-—---
From: David Evans@oxy.com [mailto:David_Evans@oxy.com]

1



Sent: Friday, April 20, 2007 3:13 PM
To: Peggy.Kerr@BoldEnergy.com
Subject: Checker State

Peggy, I think the documents should be ready on Monday. Do you want me
to send out to all parties or deliver them to you? David



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
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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 Interest.doc

Stipulation of
Interest.doc (5...
This matches the Stipulation numbers, since both the checker and Auto are

for depths below the base of the Bone Spring Formation.
Peg

————— Original Message-—---

From: David Evans@oxy.com [mailto:David_Evans@oxy.com]

Sent: Friday, April 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, 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

OXY USA WTP LP

David,
The Checker State #1 paid out 10/2003 and the current expense DOI is

>

>

>

>

>

>

>

>

> 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

>

>

>

>

>

1
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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

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
be out of date.

...David

POS may

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

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
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David,

The Sparkplug #1 paid ocut 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, ELli.

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



Evans, David (Midland, Texas)

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

Sent: Monday, Aprit 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

Page 1 of 1

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 | will work it through the document, and see if changing section

(e) in the subject to section will help. | 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: Evans, David (Midland, Texas)
Sent: Monday, April 23, 2007 9:46 AM
To: 'Peggy Kerr'

Subject: RE: Checker State

Working on that right now....David

————— Original Message~----

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com]
Sent: Monday, April 23, 2007 8:21 AM

To: Evans, David (Midland, Texas)

Subject: RE: Checker State

Can you please see if legal can review this document today.
Peg

————— Original Message-----

From: David Evans@oxy.com [mailto:David Evans@oxy.com]
Sent: Monday, April 23, 2007 8:14 AM

To: Peggy.Kerr@BoldEnergy.com

Subject: RE: Checker State

Peggy, let me see how Legal responds and then call you for a meeting.
meeting may not be necessary. David

————— Original Message-----

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com]
Sent: Friday, April 20, 2007 4:39 PM

To: Evans, David (Midland, Texas)

Subject: RE: Checker State

1) 1I'll be glad to change the dates to April 23, 2003

A

2) The Stipulation applies only to Sec 8, the Oxy Checker and Oxy Auto.

The

assignments in Sec. 9 are already of record. I did not a N/C interest
on

the Oxy accounting decks for the Oxy Checker and Oxy Auto. Mr.
Montgomery

advised only record title should be stipulated.

3) What is the correction needed for Oxy's name and I'll get that done.

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

Peg

————— Original Message-----

From: David Evans@oxy.com [mailto:David Evans@oxy.com]
Sent: Friday, April 20, 2007 3:54 PM

To: Peggy.Kerr@BoldEnergy.com

Subject: RE: Checker State

I think we should change the dates to April 23. We also have a
non-consent issue that has to be acknowledged and correction of OXY's
name. David

————— Original Message-----
From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com]
Sent: Friday, April 20, 2007 3:51 PM




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

I noticed Rick left the date of March 19, 2007. Would you rather I
change
this to current date. The Stipulation has April, 2007.

————— Original Message-----

From: David Evans@oxy.com [mailto:David Evans@oxy.com]
Sent: Friday, April 20, 2007 3:44 PM

To: Peggy.Kerr@BoldEnergy.com

Cc: Joseph.Castillo@BoldEnergy.com; Bob Doty@oxy.com
Subject: RE: Checker State

Peggy, T will send this to our legal dept. Let's talk on Monday. David

————— Original Message--~---

From: Peggy Kerr [mailto:Peggy.Kerr@BoldEnergy.com]
Sent: Friday, April 20, 2007 3:41 PM

To: Evans, David (Midland, Texas)

Cc: Joseph Castillo

Subject: RE: Checker State

I had our corporate counsel, Rick Montgomery, work on documents too! He
made quite a few changes to earlier versions. Attached are copies of
the

documents (I received 5 minutes ago). Here are my thoughts, let's
review

and see if the attached documents appear to be correct. If so, please
have

Oxy execute and I will send to Mr. Beall, Monarch and Mr. Boles along
with a

new AFE (costs are lower). I need Oxy to withdraw the protest letter to
the

APD.

Bold wants Oxy to participate in this well. We want an APD so we can
move
forward with the drilling and completion of the well.

If we can get these documents signed and a withdrawal letter sent to the
OCD, we can avoid a trip back to Santa Fe on the 26th of April.

I am free to meet today, Monday or Tuesday.

Thanks

Peggy

————— Original Message-—---

From: David Evans@oxy.com [mailto:David Evans@oxy.com]
Sent: Friday, April 20, 2007 3:13 PM

To: Peggy.Kerr@BoldEnergy.com

Subject: Checker State

Peggy, I think the documents should be ready on Monday. Do you want me
to send out to all parties or deliver them to 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, | will not have the document in time to cancel the hearing. Regardless of the
status of the Termination Agreement, OXY disagrees with Bold's pian 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 | guess | 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

l 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 | will work it through the document, and see if changing section
(e) in the subject to section will help. | 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.0. 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

MIOLAND, TEXAS
FASKEN CENTER » TOWER TWO
550 WEST TEXAS AVENUE, SUITE 800 » 79701
£.0.BOX 1540 - 79702

Davio A. SUTTER 432/682-1618
LIGENSED IN TEXAS, NEW MEXICO AND NEBRASKA FACSIMILE 432/682-48384
OIRECT DiaL §88-0270
dsutter@stubbemaniawlizm.com
April 23, 2007

LETTER OPINION

OXY USA WTP Limited Partnership
6 Desta Drive, Suite 6000

P. O. Box 50250

Midland, Texas 79710

Atin:  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 Leiter
Agreement is still in full force and effect and that Bold does not have the right to propose an in-fili 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 wells 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 Threshoid
Development Company’s interest in the spacing unit established for each well. 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

HADOCS\2874\141\DASLTR1.WPD
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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 uniess 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 shall 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 L ands 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 (48.5%) 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 Threshoid 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

HAMOCS\2874\141\DASLTR1.WPD
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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 letler 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 shali 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.

CONCLUSION

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 all 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.
Respectfully submitted,
STUBBEMAN, McRAE, SEALY,

LAUGHLIN,8 BROWDER, INC.
By.” ﬁ*ﬂé?m)

David A. Sutter

DAS:br

HADOCS\2874\141\DASLYR1.WPD
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Evans, David (Midland, Texas)

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

Sent: Thursday, April 26, 2007 3:42 PM

To: Rick Montgomery

Cc: Evans, David (Midland, Texas)

Subject: Stipulation of Interest and Termination Agreement

Attachments: 50(;((‘)(61-%? Sec. 8.pdf;, TDC-Oxy Sec.8.pdf; NM 015 100054 000 TDC et al OXY Sec 9 below
P

Rick -- Please review the attached Stipulation. | 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 --- | 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




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

Page 1 of 2

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 | will work it through the document, and see if changing section

{e) in the subject to section will help. | 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)

From: Peggy Kerr [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

Attachments: Stipulation of Interest.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

Page 1 of 1

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. | 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 --- | 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 depths below five thousand feet subsurface,
Township 19 South, Range 29 East, NNM.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 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-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-19-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™).

¢) The ownership of the Leases, insofar as the same cover Section 9, T-19-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
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, 53.5% X .87 46545000 WI




d)

Limited Partnership

Ownership of the Leases and Lands, insofar as the same cover Section 9, T-19-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 50% X .00625 .00312500 WI
Monarch Resources 50% X .11875 .05937500 WI
Thomas M. Beall 25% X .13 03250000 WI
Fuel Products, Inc. - 25% X .13 .03250000 W1
Bold Energy, LP 50% X .875 43750000 WI
Oxy USA, WTP 50% X .87 43500000 WI
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)

b)

:

f)

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;

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;

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

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.

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:

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;

¢) 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 )

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, 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

415 W. WALL, SUITE 500
MIDLAND, TEXAS 79701

March 19, 2007

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

Mr. Dick Frech

Monarch Resources, Inc.

115 W. 7™ 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.

MAIN: 432-686-1100
FAx: 432:686-1104




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”) 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 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-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-19-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”).

¢) The ownership of the Leases, insofar as the same cover Section 9, T-19-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
Thomas M. Beall 26.75% X .13 03477500 WI

Fuel Products, Inc. 26.75% X .13 .03477500 WI




d)

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

Ownership of the Leases and Lands, insofar as the same cover Section 9, T-19-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 50% X .00625 .00312500 WI
Monarch Resources 50% X .11875 05937500 W1
Thomas M. Beall 25% X .13 .03250000 WI
Fuel Products, Inc. 25% X .13 .03250000 WI
Bold Energy, LP 50% X .875 43750000 WI
Oxy USA, WTP 50% X .87 43500000 WI
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)

b)

d)

f)

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;

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;

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

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.

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:

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

€) 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,

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




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

Page 1 of 1

Rick -- Please review the attached Stipulation. | 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 - | 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 following information is what you sent from Oxy’s JIB. The attached
stipulation reflects the leasehold ownership, but the NC is taken care of in following
article. This has been reviewed by Rick Montgomery and we desire for this document to
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, E1li
> Sent: Thursday, March 22, 2007 1:34 PM
> To: Evans, David (Midland, Texas)
> Cc: Herrington, Gerald; Breed, William; Grady, Richard
> Subject: FW: Oxy Termination Letter.doc/0OXY 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

05/08/2007

i
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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

VVVVVVVVVVVVVVVVVVVVVVVVVVVYVYVYV

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 Kerr'

Subject: RE: Termination Letter and Stipulation

Peggy, | am flying to Houston tomorrow to go over this with legal. | 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 following information is what you sent from Oxy’s JIB. The attached
stipulation reflects the leasehold ownership, but the NC is taken care of in following
article. This has been reviewed by Rick Montgomery and we desire for this document to
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, Eli
> Sent: Thursday, March 22, 2007 1:34 PM
> 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

05/08/2007
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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 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/0OXY Champion and Sparkplug

VVVVVVVVVVVVVVVVVVVVVVVYVVVVVVYVVVVVYVVYVVYV

wells

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: Peggy Kerr {Peggy.Kerr@boldenergy.com]

Sent: Friday, April 27, 2007 10:37 AM
To: Evans, David (Midland, Texas)
Ce: 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 following information is what you sent from Oxy’'s JIB. The attached
stipulation reflects the leasehold ownership, but the NC is taken care of in following
article. This has been reviewed by Rick Montgomery and we desire for this document to
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, Eli
> Sent: Thursday, March 22, 2007 1:34 PM

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

VVVVVYVVVVVVVVVVVVVVVVVVVVVVVYVVVYVYV

David,

05/08/2007
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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

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

Page 2 of 2




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 Qil 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, NNM.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 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-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

(i1) The OXY Sparkplug State No. 1 well was drilled in the S/2 of Section 9, T-19-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”).

¢) The ownership of the Leases, insofar as the same cover Section 9, T-19-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
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-19-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 50% X .00625 .00312500 WI
Monarch Resources 50% X .11875 .05937500 WI
Thomas M. Beall 25% X .13 .03250000 WI
Fuel Products, Inc. 25% X .13 03250000 WI
Bold Energy, LP 50% X .875 43750000 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 Leases, as to the Lands as is necessary to give effect to the above stipulated
ownership percentages, together with:

a)

b)

d)

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;

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;

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

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:

)
b)

©)

d)

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

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

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;

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

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.




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

2007, by Thomas M. Beall and wife, Carolyn Read Beall

day of

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

day of

Notary Public

>




BoLD ENERGY, LP

415 W. WALL, SUITE 500
MIDLAND, TEXAS 79701

April 20, 2007

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

Mr. Dick Frech

Monarch Resources, Inc.

115 W. 7" 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.

MAIN: 432-686-1100
FAX: 4326861104



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 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.

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 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”) 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 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-19-§, 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-19-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”).

¢) The ownership of the Leases, insofar as the same cover Section 9, T-19-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
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-19-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 50% X .00625 - .00312500 WI
Monarch Resources 50% X .11875 .05937500 WI
Thomas M. Beall 25% X .13 .03250000 WI
Fuel Products, Inc. 25% X .13 .03250000 WI
Bold Energy, LP 50% X .875 43750000 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 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;

¢) 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;

¢) 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

¢) 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.

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
by Thomas M. Beall and wife, Carolyn Read Beall

day of

, 2007,

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

day of

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'l 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, | am flying to Houston tomorrow to go over this with legal. | 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

| 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, | am flying to Houston tomorrow to go over this with legal. | 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, Dawd (Mldland Texas)

From: Peggy Kerr [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 [mallto David Evans@oxy com]
Sent: Monday, April 30, 2007 5:04 PM

To: Peggy.Kerr@BaldEnergy.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, | am flying to Houston tomorrow to go over this with legal. | 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, May 07, 2007 2:24 PM
To: 'Peggy Kerr'
Cc: 'William Carr'

Subject: RE: Termination Letter and Stipulation
Importance: High

| 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

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'lf 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, | am flying to Houston tomorrow to go over this with legal. | 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: 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, | am flying to Houston tomorrow to go over this with legal. | 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:

Yes. Tonight.

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?

Thomas A. Janiszewski
Assistant General Counsel
Occidental Permian Ltd.

OXY USAWTP LP
OXY USA Inc.

Phone: 713.366.5529

Fax: 713.985.1262

From:
Sent:
TJo:
Subject:

Evans, David (Midland, Texas)

Monday, May 07, 2007 4:39 PM

Janiszewski, Tom

Any hope of having the Bold Agreement today or by 9 in the morning?



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 to the office tonight to review and send it to you....David

————— Original 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 in the morning?

You bet --- we need to talk before 11:00 as I've got a meeting at that time.

————— Original 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 in the
morning?

Let's talk in 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
in the morning?

Yes. Tonight.

Thomas A. Janiszewski
Assistant General Counsel
Occidental Permian Ltd.
OXY USA WTP LP

0OXY 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?




Evans, David (Midland, Texas)

From: Evans, David (Midland, Texas)

Sent: Tuesday, May 08, 2007 8:54 AM

To: Janiszewski, Tom; Flynn, Steve (Houston)
Subject: RE: Bold

Thank you Tom. Looks good to me. Waiting on Boid's review and response before having the document's signed. David

From: Janiszewski, Tom

Sent: Monday, May 07, 2007 6:02 PM

To: Evans, David (Midland, Texas); Flynn, Steve (Houston)
Subject: Bold

Here you go.

<< File: Stipulation of interest Oxy Comments 5.7.2007.doc >> << File: Oxy Termination Letter revised 4-26-07 Oxy
comment 5.7.2007.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

Tracking: Recipient Read
Janiszewski, Tom Read: 05/08/2007 9:29 AM

Flynn, Steve (Houston) Read: 05/08/2007 9:35 AM



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, | will send you the Stipulation next. | am reviewing now. David




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 Interest.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. | will see you tomorrow in your offices around 1 o'clock.
David

From: Rodriguez, Rocio

Sent: Tuesday, May 08, 2007 11:07 AM
To: Evans, David (Midland, Texas)
Subject: Scanned Docs

Stipulation of Bold energy -
Interest.tif (1... Termination Farm...

Tracking; Recipient Read
'William Carr’
Bush, Elizabeth S.
Flynn, Steve (Houston) Read: 05/08/2007 1:06 PM
Janiszewski, Tom Read: 05/08/2007 11:34 AM

Doty, Bob




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 to bring a jacket for Santa Fe! David

————— Original 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 in the morning?

You bet --- we need to talk before 11:00 as I've got a meeting at that time.

————— Original 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 in the
morning?

Let's talk in 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
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?

VVVVVVVVVVVVVVVVVVVVVYVVVVYVYVYVYV




BoLD ENERGY, LP

415 W. WALL, SUITE 500
MIDLAND, TEXAS 79701

May 8, 2007

Mr. David R. Evans

OXY USA WTP Limited Partnership
6 Desta Drive, Suite 6000

Midland, TX 79705

Mr. Dick Frech

Monarch Resources, Inc.

115 W. 7" 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.
required OXY to commence drilling operations on the referenced lands and earn certain rights
in said lands, subject to a continuous development obligation.

the original parties to that Agreement.

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

The Agreement

The Parties named above are




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 if 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,

/ Energy, LP
L i

err- drthmgton




OXY USA WTP Limited Partnership
May 8, 2007
Page 3

(Signature spaces on the following page.)

OXY USA WTP Limited Partnership.

By: W @/M s
Printed Name: (/e flca~ [3 {é»cﬁs se
Title:

Herbert Boles

Norma Jean Boles

Bold Energy LP

Joseph Castillo
President of Bold Energy, LP

Monarch Resources, Inc.

By:

Printed Name:

Title:

Thomas M. Beall

Carolyn R. Beall



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 Qil 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, NM.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-19-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. ! 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-19-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)

d)

The ownership of the Leases, insofar as the same cover Section 8, T-19-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

Ownership of the Leases and Lands, insofar as the same cover Section 8, T-19-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

The ownership of the Leases, insofar as the same cover Section 9, T-19-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

Ownership of the Leases and Lands, insofar as the same cover Section 9, T-19-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 W1
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)

b)

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;

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)

d)

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

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:

2)
b)

©)

d)

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

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

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;

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

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 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 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
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



EXHIBIT "“C"

. AAPL. mni"'slo-wsz
MODEL FORM OPERATING AGREEMENT

- ,,

OPERATING AGREEMENT
DATED
March 1 ., 1997,

OPERATOR ___OXY USA Inc..

CONTRACT AREA S¢ction§ 8 and 9, Township 19 South

Range 29 East, N.M.P.M., covering all rights helow

3000' subsurface

COUNTY OR #HREIN OF Eddy __$TATE OF _uen_uemn__

COPYRIGHT 1962 —  ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM .
LANDMEN, 2408 CONTINENTAL LIFE BUILDING,
FORT WORTH, TEXAS, 76102, APPROVED FORM.
A.A.P.L. NO. 610 . 1982 REVISED .




" A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

Article
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A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT : 1982
|

!
OPERATING AGREEMENT '
THIS AGREEMENT, entered into by and between__ OXY USA Inc. I
| _, hereinafter designated and
referred to a8 *'Operator”’, zndmenywymy«p«ﬁaodmmmwmm,mtﬁmmhurdumdmm&vduﬂyh«m
as **Non-Operator™”, and collectively 23 **Noa-Opevators”.

WITNESSETH: '

* WHEREAS, thepamato!hulgreementmomofmlmdguleuesmdlo}oilmdpsmmmdnluﬂdennﬁodn
Exhibit “*A"", mdthepumuhaemhaverenchedunymmeprmmdd:vebqthsemmd/aodmdymmbnhe
prodmnonolodmdgutothuxlzntmdshcrmd!erpmwded

NOW, THEREFORE, it is agreed as follows:

ARTICLE L.
DEFINITIONS

As used in this agreement, d:(dlowmgwordsandtcrmsshdhvemewnmph«eumbedwthun.

A. The term “‘oil and gas’’ shall mesns ail, p,cwnglmdgn.gucmdmum,mdnlmhahqud«pmhydrcwm
and other marketable substances produced therewithi, unhummmtmkmthenxhnvmmohhlm-wﬁcﬂysm

B. The terms ‘‘oil and gas lesse’’, “hue"uﬂ“hsdﬂd"d\anmunquodmdyskmcoveingmdhnd
lying within the Contract Ares which are owned by the pacties to this agreement. ;, )

C. Thetem"o-lmdgumemu"anwﬂundﬁaeandmnudinwmmumdh‘dlymgmhmun
ContractAruwhxchmowmdbyp«namdmm

D. The term **Contract Area shall mean all of the lainds, odmdguleud:oldmmmandoﬂmdysmmmm&dtohe '
devebpedmdopemndkxoﬂmdmpurpomund«thunyemmt&nhhn&,oﬂmdgshsdnﬂmmmmdoduﬁgnmm
aré described in Exhibit “‘A’’.

ETheteﬂn"drilﬂngum"siullmemthearuﬁudhrﬂudnhg wellbyoqderormledanymteor
federal body having suthosity. If s drilling wnit is not fixed by any such rule-or ocder, aerhn.mtshﬂbeﬂudnlmgmuaubhﬂt
ed by the pattern of drilling in the Contract Acea or as fixed by express agreement tthn’thmia.

"F Thenerm"dnllsm"shalmemdxéodandguleneormmoawhdugmpmednﬂu;wbebmed

G. Thetenns"brillmsl’my"md“Comenun;Pmy"shdmncmwboayeamhnhmdpuymmddnmo{
myopmmnmnd!xudundameptovmdthuw If
. H. The terms “Non-Drilling Party” and *‘Non-Consenting Party’* Mnhnlpmywl»elecumttomu
ina proposed operation. . ’ i

Unluvhecmmomawhechﬂymdm.wor&undnnmgamhhdudethplu&mphdmchﬂsthe
mgulu udmemumgmduuﬂuda:hzmimmdﬂnm

ARTICLE 1L
EXHIBITS

m A mh’AnM g TS dle"' TR 3 S
(l)ldemﬁctumdhﬂmbﬁctwd\uam.

(2) Restrictions, if any, a8 to depths, formations, or substances,

(3) Percentages or fractional interests of parties to this agreement,
(4)0ﬂaﬂgsh¢uﬂbroﬂuﬂummumbmwdmwm.
(5)Ad&mdmlwnoucepurpas

"Exhibit *“B"’, Form of Lease.

C. Bxhibit ‘‘'C"’, Ammughoudun

. Exhibit *‘D"", Insurance.

Exhibit ‘B, Gas Balancing Agreement.

. Exhibit “'F*", Non—DummnmndCenﬁadonole&mwanhhp.
. Exhibit ““G”*, Tax Partnership,

If any provision of any exhibit, except Exhibits ‘B and "G"kmnstﬁnwuhnyprmmmdm
this agreement, dnprovmndnbodyohhnmﬂnlmul

i
) ‘['heiol!owmgexh:bm\andnwdbdovmdamdudhm KQW%I’:I“M!MW:
t
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) 5 Subsequendy Created Interests: ‘ ' |

“the Drilliiig Parties s request, u&emm“&mdewdnmmmn{dpmmuﬂu&d or planned to

_‘rmkudemnﬂemndnmdnwﬂnnpmmddmu Anmmnmﬁonootmthe
nhduvmhbk ﬁiOpemor," ‘By‘nnm"'bmm"“ ierdnmmuon inatie oidnm.{c :hnbeobtmdbyOpemo;

. aid shall ot be  direct chirge, -wwww-ﬁm«bm.mm

A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 '

ARTICLE IIL,
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit *‘B’*, and the owner theroof
shall be deemed to own both the royalty interest reserved in such lease and the intetest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

". . Unless changed by other provisions, all costs and liabilities incurred in operations’ tnder this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall e 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 il and gas from the Contract Area subject to the
payment of roytlnes 0 l.hc emm ot_%ﬂightl\_(l[ 8) ___which shall bt bome as heremaltcr set forth.

. Regardless of which ' party hu oomrémed the lem(s) andior o and gas n\mst(:) hemo oa which royahy is due and
pnyabl: ethpmymudedwreoavenlweoipmdtmnolodmdmfmdn Amshallbwandshallpayordehver.

" ‘cause to be paid or delivered, to the extent of its interest in such producti ipulated hereinabove and shall hold the
" other parties free from any lisbility therefor. Nopunyslulleverbempomble bow:‘fonapmebasishwwthanmepmmmd

by such party, to any other party’s Jessor or royalty owner, and if any such other party’s lessor or royalty owner should demand and
rxmvemthmmahgh«mbmﬁamymmhmgdmmmmﬂ X

-the additional royalty burden attributable to
such h:ghu pnce .

Nothing contained in this Amdn 11.B. shail be deemed an asspmmt or cmrmgnment of interests covered hereby

C Exozs Royaldu. O\nrtiding Roydtiu md Oﬂlu Plyummz

Unless changed by other provisions, if the i ol any party in any 45( covered hereby is subject to any royalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article ILB., such party so
burdened shall assume and alone bear all such excess obligations and shsll indemaify and hold theother puuu hereto harmless from any

and alt clums and demands lof puymuu asserted by owners of such excess burden.

.
I

If any party should heresfter create an ovemdhg royalty, producnon oxher burden payable out of production

" attributable to its working interest hereunder, or if such a burden existed prios to this and is not set forth in Exhibit **A™’, or

mnozdmmdmmgnmmmmmdnmmdmumt aﬂpudsgoris-mi"ioinglyackmwkdgedmd

-+ accepted obligation of all parties (any such interest being hereinafter referred to as “su__lmqnendy ‘created interest’* irrespective of the

titing of its creation §nd the pasty out of wiicse. working interest the subsequently created interest is derived being hereinafter referred
10 as “bm-dened pafty "% tnd ’ '

1 Hmeburdenedpmyhm]ukedundnmsnmmmudgnotrquu jt0 any othier party, of parties, all or a portion
‘of its working intefest andior the production attsibutable thereto, said other party, or parties, shall receive said assignment andjor
* production free and clear of ssid subsequently created iriterest and the buirdened paity shall indéirinify and save said other party,
'orwm;‘mmhm-mymdchﬁuaﬂm&puymmmﬁbybm:folthesubwqumdycrdmdhm;

2. If the burdened pesty fails to pay, when due, its share of expenses chargeable héreunder, all provisions of Article VILB. shall be
enforcab\emmthembmdycm«dmeuindummasduymmfomblemmnthcwothngmmestd
theburdenedpmy :

ARTICLE IV.
TITLES

A. Title Examination:

T‘tlcmmuhduﬂkmﬂm&e&“dmmdnﬂmwmmtddn&ngopmugs or, if
includ-
o, umwmmmmﬂmmwﬂmmmdm&mm minerals, royalty, erriding
mnkyadpmdudonmmmmwmmdnmanluyw.mhmmwbumgm ix-6il and
mmmwthg&ilu.crmhench&dnmmmmﬂﬁnuﬁmoﬁzmdlmu(mdm;&dqﬂ_wmm

Mmprmmdmmmm)mu.mdmmmmcwmu

‘ b
:

.2-
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ARTICLE IV
continued

B Option No. 2 Costs incurred by Operstor in procuring abstracts and fees piid oumde'ammeys for title examination
(includiog preliminary, supplementsl, shutin gas royalty opinions and division order uthomnm}shinbebormbydubnumghma
in the proportion that the interest dmh&dhnghnyhunwduwtdmmmofdl D’ﬂlmg?armusuchmmappmml!x-
hibit “*A’", Opérator shall make no charge for services rendered by i its staff attorneys or olher personnd in the performance of the above
functions. Do
. H : oo

Each pasty shall be responsible for securing curative matter and pooling’ ammdnients of n'gi'mnems required in connection
with leases of oil and gas interests contributed by such party. Operator shall be responsible:for the prepnranon and recording of pooling
designations or declarations as well as the conduct of hearings before governmental ngema for the! secunng of spacing or pooling orders.
This shall not prevent any party from appearing oa its own behalf at any such hmmg '

"No well shall be drilled on the Contract Area until after (1) the title to the dnllulebr dnlﬁng unit has been examined as above
provided, and (2) the title has been approved by the examining attorney or title has been sccepwé by all of the parties who are to par-
ticipate in the drilling of the well. . ,

B. Loss of Title: .

nonwﬂlmtbewb;ecnoAmckVIllB and failing to do s0, this agreement, nevertheless, slnlconnﬂuemﬁorceasmallr p
and gas leases and interests: and,
(a)Thepartywhouodmdgpslcueormterutuafkctedbydnudzfalureshaﬂbu::hnedkmmebss d it shail not be

enudtdtorewverfrom()pefmrormeodmmmydevehpmtwopﬂmngmmwhthltmayhﬂeth« tofpde paid o incurred,
bntdxetcs}nnbenozdthuomlhabllnyonmpmeoduodmwmhmbyremnpfwﬁudkhlm :
(b) There shall be no retrosctive adjustment of expenses incurred or revenues received from theopera prof the interest which has

been lost, but the interests of the parties shall be revised on an acreage basis, s of the time it is determiried fffally that title failure has oc-
curred, so that the interest of the party whose lease or interest is iffected by the title failufe will thu' frer be reduced in the Contract
Area by the amount of the interest lost; ;

(c)lfthepropommatemmoftheotherpuuuhermnmyprodmngwnﬂm gt
increased by reason of the title failure, the party whose title has failed shall receive the prog
terest (less costs and burdens attributable thereto) until it has been reimbursed for unreco
well; i i

(d) Should any person not a party to this agreement, who is determined to Ye’'the dwnerq‘iany interest in the title which has
failed, pay in any manner any part of the cost of operation, development, or equip mt,s\xhannmts}nllbepn'dtomepmyorwﬁa
who bore the costs which are so refunded; ;

{e) Any liability to account to & third pasty for prior pfodumon /0l and gas whxh arises by reason of title failure shall be
borne by the party or parties whose title failed in the same propo mvhndnheysluredmsuchptiorproduc&ion;md.

(f) No charge shall bé made to the joint sccount for legal experde: feaorulxm.mwnne'cm with the defense of the interest
chaimed by any party hereto, it being the intention of the parties etothnuchshnﬂde(mdnﬁemmmmu:mdbunﬂupumh
connection therewith,

ldnlled on the Contract Area is
ds mnbuublc to the increase in such in-

d costs paid by it in connection with such

2. Loss by Non-Payment or Erroneous Paymen Amount Due: I, through mluake ot oversughl any rental, shut-in well
payment, minimum royalty or royalty payment, is gaf paid or is erroneously pad,andasamulnlmeormm therein terminates,
there shall be no moretary liability against the papy who failed to make such payment. Unlmthepmywhofnhdwmake!huequtred
payment secures 4 new lease covering the fAterest within ninety (90) days from the discovery of the fsilure to make proper payment,
which acquisition will not be subject to AgiCle VIHLB,, the interests of the pasties shall be revised on a acreage basis, effective as of the
date of termination of the Jease involved¢and the party who failed to make proper payment will no Jonger be credited with an interest in
the Contract Ares on account of owpérship of the lease or interest which has terminated. Iij the event the party who failed to make the

héen fully reimbursed, adleﬁmeo(dnbu,ﬁunthepro&edsofd’le’shdoﬂlndgasanrib\mblem
the lost interest, calculated on4n screage basis, for the develos and operating costs theretoforg: paid on account of such interest, it
p «edactndcowd\emoloupadbyh(butnodormshmofd\ecpoxolmydfyholepreviouslydrm

pd Mwnxhdthcbﬂomaumrymeﬂeammbum
o mdgu,lauop«wngcxpenaa,thaemﬁotemedwdxeaedudﬂnbumm on an acreage basis,

up to the y/of unrecovered costs;
(b) Proceet: wwmgwmmmudmbuwkmdnhnmmmumwbamddmmd
oil and gas o prodmdmdmkzmd(mlmhgpmdmﬁouﬁcmmywdkdmdmdrﬂhﬂ)whth in the absence of such lease
wwldbeambuubkeodnelosﬂmmonmmgebm,npwthem:dw«dmthepmdwd

o(theoilmdynobemnmlmedbyduod\erpuusmpropcrﬁoamdu-mpemvemmu.md.

3. Other Losses: All losses incurred, othudxnthosesetbﬂimArﬂdeslVBl mle?Z above, shall be il

i mdshalbeborubyalmunp«wﬂmmthdrmwﬂmdnﬂbemmdnmmtdmmmdntmm S

the Contract Area.

Uu a 'Lu iwrlwu nmi W mﬂbuﬂ
kit Amen oTRaned 4 witesg by e
Srwcon Aaachon f Pemviews Lndewn
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ARTICLE V.

OPERATOR
A, Designation and Responsibilities of Operator: : 2o

OXY USA Inc. ~ L shall be the

OpemorohheConmAmmdduﬂcmduamddxmamdhzwhﬂcmuoldaﬂopammdnmmhunpmmmdmd
required by, and within the limits of this agreement. Itsh:llcondmuﬂmchopenmmazoodmdmknmﬂhmnm,butud'd
hvenohablhtyaOpemotmd!eodmpamafalosmmmedahﬂnhmmnmd,wep&aﬂamymm&mm
negligence or willful misconduct.

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

1. Resignation or Removal of Operator: Operator may resign at any time by givin’; mnpxpucetherdmNon-Opeam
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contrict Ares, of is no longer capable of serving as
Opetator, Operator shall bé deemed to have resigned without any action by Noa-Operators, except the selection of & successor. Operstor
may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, banlrmptornplxedmrecewenlq by the
niﬁnmuvevoteofm(Z)ormNonOpenmowmgamniomymtmbsedonowmh:pasﬁownonExlnbu"A"remnmng
after excluding the voting interest of Operator. Smhrumaremovdhﬂnotbmudﬁ:dveunu”mocbckA.M on the
ﬁrstdayolthecaltndunm(hbllowmlheexp:rwonolnmty(90)dlyslflerdwgvmgdnoﬂmol by Operator or action
by the Non-Operators to remove Operator, unless & successor Operator has been selected and assumes the duties of Operator at an carlier
date: Operator, after effective date of resignation or removal, shzllbebomdbythemmhcddal‘lon()p«m A change of a cor-
pomemmeorsm:cturedOpemorotmkro‘Op«mtanwestwmysinglewlmdity puinlormcorpomshllnot
bethebmﬁorremov-ldOpaawr ]

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successde Operator shall be selected by
ﬂnwmehsmOp«-thmmmewﬁamh;mhmh@nm Area st the time such successor
Operator is selected. The suovessor Operator shall be selected by the affirmative vote of two (2) or mose parties ownisig a miajority interest
based on ownership as shown on Exhibit **A’"; provided, h , if an Op which has been d fails to vote or votes only to
succeed itself, thzmcmOpetmrshﬂbesdectzdbymedﬂmnﬁvcmdm(b“nhepnﬁumglmioﬁtymw
on ownership as shown on Exhibit **A’’ remaining after excluding.the voung interest of the q-«mmnmmmvd

C. Employees:

The number of employees used by Operator in conducting operations hereunder, lh&sdq‘tmx and the hours of labor and the
compensation for services performed shall be determined by Operator, uﬂaﬂwch«npbymdhﬂ&dumpbymdw

D. Drilling Coatracts: i

Allwe&dnlledcndnCmmxtAruMbehlhdmnmpmuwwnumbm&theWmmuﬂmgm the area. K it so
desires, Operator may employ its own tools and equipment in the drilling of weils, Immdwpdkrdorshaﬁmmedﬂnptm;
mamthem:andthemeohuchdmgcdlﬂhmaduwnwduwmmwm‘md?lh#mmmmd and
snchwkmumwmmmmmmmmunmmmmmemmmmom-
dependentconmnwhouedoingwofkohumhwe

ARTICLE VL .
DRILLING AND DEVELOPMENT .
A. Initial Well: P ‘ ;
On oc before the_19t  deyof__ July ,1997 owaaduhainmmmauau

oil and gas at the Sollowing location:
at Operator's choice in either Section 8 or 9,;T6wnsh1p 19 South,
Range 29 East, Eddy County, New Mexlco

and shall thereafter continue the drilling of the well with due diligence to the Mor:row.i'
S

Mm&umwmwmmwmmmhh Muﬂh’:dﬂﬂm&lﬂh' p
countered:uM&m«ummmwwmalbmdmduwdaahqm

Operator shall make reasonable tests of all formations encountered during drilling
wmmhmm&mt&t&.mmwwkwnnmwaqmz:
mOp«awaenqﬂndwmmlydnme«bmaﬁomwwhkhmipmm”
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" sole cost, risk and expense. If any well drilled, reworked, wuwmmwmdum

A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT 1982

ARTICLE VI
contined

I, nOpmms]udgmm.d:weﬂmlnapfoduaa!w;umpamqmdm,abdlﬁwshumphgmdabmdmh
well as a dry hole, the peovisions of Article VLE.1. shall theresfter apply.

i

'

B. Snbceqnan Operations: .

1. Proposed Operations: Shouldmymhmd&remdrﬂmyweloutheCmm‘tAmotbuthanthewellptowded
for in Article VI.A., or to rework, deepenoryhngbuckadryhkdtiﬂedathehmwddpmxuouwellpmtlyawnedby:l
the parties and not then producing in paying quantities, the pasty desiring to drill, rework‘ ph;bdmchlweﬂshnlgivethe
other parties written notice of the proposed operation, specifying the work 1o be performed the loeatick, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thi @O)d.yuaumapmaum
within which to notify the party wishing to do the wock whether they elect to participate in the cosk of the proposed operation. If a drill-
ingrigismxoaﬁon‘mot.pfwmuim,mhdummmyugva;wnwmmrwmmu
limited to forty-eight (48) hours, exciusive of Saturday, Sundsy and legal holidays. Failure of a r?cuvmgmchnoncewmplymhm
thepmodaboveﬁudshnncmummdmbythnpmymmpumpmmmemd ¢ proposed operation. Any notice or
response given by telephone shall be promptly confirmed in writing. : :

{
|

1f all parties elect to participate in such a proposed operation, Operator shall, mﬂmnm'{%)dmdwmmofﬂum
penodofthmy(30)day:(oruptmnpdyupombkaft«theupnmno(dnbnyﬁgm(ﬁ)burpexmdvhm-drilln;n;uonba
tion, as the case may be), éctually commence the proposed operation and complete it with due ot the risk snd expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operstor to the other parties,
for 2 period of up to thirty (30) sdditional days ¥, in the sole opinion of Operator, such Mmhmmnﬂynmxywobum
permits from governmental authorities, surface rights (inchuding rights-of-way) or appropriite equipment, o to complete title ex-
amination or curative matter required for title approval or acceptance. Nmmmmmgumemmdmxum
nualopmuonhsnotbeencomnmdmdundmumep:wded(hchdm‘myemnsqnthueohkspcdhﬂypmmmdhemn)md
ximypmyherewsuﬂduusmmdmudmm,mnmnmmmgmmwkrmmmdmﬁnmpnmesnuccor
dance with dnprwmhereola:fmmproposdh&dbunmade

S Openmbyl.mdnnAlanrﬁs.thymymamgmdmapmdddmwﬂl or VILD.1. (Option
No. 2) elects not to participate in the proposed operation, then, morda'tobemudcdwmbenehuoldmm the party or parties
pvmgthenommdmchothuwﬁanﬁmehamwudmmmemmduﬂ,mnmy(%)&ysdmdkawmd
the notice period of thity (30) days (or as prompily as possible after the expiration of the forty-¢ight (48) hour period when a drilling rig is -
on location, umwmyh)mﬂymmmmmndmmpwuwduedﬁmOmﬁpruﬁwman
work for the account of the Consenting Parties; provided, however, ﬁmdtalhngng«odmmm&sonbcm and if Operator is
a Non-Consenting Party, the Consenting Pasties shall either: (a)rcquetOpenmmperfoﬁnthev’md required by such proposed opera-
tiont for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Pirties ag Operator to perform such work. Con- -

) mdngl’uues.whenmmopeumonduConmAmapummmthnAmcleDl,sﬂalmplymthllmmmdm

dnmsoltlnsngreemem

. i less then all perties app any d tion, the proposing party, mnedheelydwthe piration of the applicabl
noumpemd MdvhthCmmumdduudmmdhmwmgmhmdnmma
to whether the Consentirig, Parties should proceed with the operation 4 proposed, mcmﬂm withia forty-eight (48) bours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, Mm&mgmydhd&ew(n)lﬁnhp&

" ticipation to such party smmudmnonhhh"A"u(b)wqiuwmdeCommm interests, and

fnluemdvhd\cmlmdnlbedmmdnmm(n}hhm:&g&\gdjhfmw the time permitted for
such a response shall not exceed 3 total of forty-eight (48) hours (inclusive of Seturdsy, Sm(hyudb;dhoﬁdays).mmum
at its election, mmemmdmmummmmmmmwwamdmm

mmmuudmmmmumummmm-mmﬁmmm
elected to bear same under the terms of the precediag paragraph. Conunm?.ﬂs:hlhepmleneholl!m', s
operations free and clear of all liens and encumbrances of every kind created by or arising from th operations of the Consenti ’I’uﬁu.
If such an operation results in a dry hole, the Consenting Prties shall phug and shandon the well snd restore the surface Jocatidg

ducer of cil andlor gas in paying quantities, mwmmmmmmﬂmmumm "

. . B i

Amwricam Avucioton of Polretown Landmes |

“s. :

umxvﬁuutmm-mﬁr.ﬁym o
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ARTICLEVI
and the well shall then be turned over to Operstor and shall be operated by it at the expense and for thé scoount of the Consenting Pas-
tiu.Uponcomqmnmolopcadomform,m&rnum,m;wmﬁdmym'dby%w\mgw
in acoordance with the provisions of this N&k,wmmmmm&wbhnm“w»mmm

_and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, aB of such Non-Consenting

mqs.nmmmwmmammmmmdmeuhamw calculated at the well, or
market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royaity, mridin;royaltymdothem-
terests not excepted by Article IILD. plynbbomdotmusufedbytheproducumfmmmcﬁweﬂmmgmthmpenmmchm

until it reverts) shall equal the to of the following:

{a) 100% of each such Non-Consenting Party’s share of the cost of any sewly acquired surface equipment beyond the wellhead
conmctwm(imludmg.butnmEmﬁdto,swcktmh.sepunmmtnpumpmgcqmpmmdm).plmlOO%o(enchmdl
Nm-Consenunngysdureollhecmtdopmmoitheweﬂmnnmngmdxﬁmwo&xnmuﬂmumgmﬂewhmhm
Gommm;?mysrehnquﬂwdmw&shﬂm«tbnunduuhapmmddmhuch :ftbem;agmdtlutuchNon
ConsmunghnysshareolmchcoctsmdeqmpnmtmllbnhammwhthwouldhavebmchugublewsxcthCmmg

_ Party had it participated in the well from the beginning of the operations; and

) 300 % of that portion of the costs and expenses of drilling, reworking, d«pmm,phggid;b«k testing and completing,
after deducting any cash contributions received under Article VIILC., and 300 9% of that portion of the cost of newly acquired equip-
ment jn the welt (to and including the welihead connections), whxhwmidhanbmchu;ubhwmcthCmmunngyﬂuhad
participated therein.

Anelecuonuottoptrmpntemthednllmgorthed«pumgdamﬂdnﬂbednmedmehcubnnmtommmuyu—
working or plugging back operation proposed in such a well, or portion thereof, nwhschd:ewuale-Cormnul:cumapp&dthau

‘cmductedatmyumepmnofullrmaybydnmenm;PumdanmComenumy;gmmmmt Any sach

reworkingotpluuingbackbpmﬁmmdmmddurhg&emmtpukdhlbedemidmd@umdw«nﬂmduﬁvd!
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
the rewocking or plugging back operation which would havebmdwgublemnthmConnnmhmhdnwmpned therein. If
such a reworking or plugging back operation is proposed during such recoupment period, d\eyrovmow\uAmcth.B shall be ap-
plicable as between said Consenting Pasties in said well.

During the period of time Consenting Parties are cnutlzd to receive Non-Consenting Pmy s share of production, or the.
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severigce, excise, gathering and other
taxes, and all royalty, overriding royalty and other burdens apphc:blz w Non-Comemng Party’s shase o{ production not excepted by Ar-
ticle IIL.D.

In thccueolmyreworkmg.pluggmgbmtordzepndnﬂmgopemm.duComanmngonbepumMmme,&ez
of cost, all casing, tubing and other equipment in the well, but the ownership o all such eqaipment shall remais uachianged; and upon
abandoriment of 2 well afier such reworking, plugging back or deeper drilling, the(humtﬁuhmesdnﬂmmtfor:lm:heqmp-
ment to the owners thereof, mthachpmyrecavmgmpropoﬂiomupminknﬂainnh&lsscostahdvlge. -

Within sixty (60) days after the completion of any operation under this Article, thepmyoopducﬁngtheoyeuﬁuubtdne
C«mmnn;PmeumnhethmCmnmngymthmmvquddnqmﬁmtm-idcomemdtothcwdl and an
itemized statement of the cost of drilling, deepening, plugging back, testing, completing, andequipping the well for production; or, at its
option, the operating party, in lieu of an itemized statement of such costs of operation, mywbmtadﬁhddm&mtdmth!ybﬂ-
ings. Each month thereafter, mmenmmmm;mmmmm;mum the party conducting the
operaumlutheConunungPaﬁushzlfnrmhdwNm&nmmmwnhmxwdhdmmntdmmudem
curredmthzopermonofthewd,wguhemduu&mmtd&nqunmydoﬂmdgspmdmdbﬁmtuﬂﬂumm oce!

produced during any month, ComentmgP:wdunusemdusuymptednwdndsmhu.bmnm'lmnmdw.memg':’
well tests. Any amount realized from the sale or other dispodition of equipment newly acquired in confiection with any sucH
whid:wouldh‘aveheenowmdbyaNm-CamﬁngMth&iﬂuddmanb@MmdaW&emdum
of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall reve
above provided; and if there is 2 credit balance, it shall be paid to such Non-Consenting Party. ;

Ve -v s oot gl a1t R gRdBitA '
torght 2N QNN R Wlung Y D0
0 R [acarcon Apinghim o Foyoiems L miiass,
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continued
lfzndwhenumConsemmginremv«&omaNmCmmun;Pmysmhnqmshdmmmdnmmuprmdedﬁoram
mmmdmmdmm&nmmgmmnmmmnymmwmmd fmnmdalmmdnevm,sudANon‘
Consenting Party shall own the same interest in such well, the material and equipment in or 'pertaining thereto, and the production_

" therefrom as such Non-Consenting Party would have been entitled 10 had it participated in the drilling, reworking, deepening or plugging

back of said well. ’Dgrufm,thonConsmtingPtrtyMbt,chupdwi‘hmdsﬁtﬂpuyiuémporﬁemmmdlheﬁmh«mol
the operation of szid well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VLB.2, it is agreed that withoiit the munénl consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well located elsewhiere on the Contract Ares is producing, unless such
well conforms o the then-existing well spacing pattern for such source of supply. .

nemmdmhmsmuh.vemw'mimwmemuudriiun;ofm'mm“umwmAmdeWA
except (a) as to Article VILD.1. (Option No. 2), if selected, or (b) as to the reworking, and plugging back of such initial well
aheruhabcmdnlhdmﬂudepthwﬁedmAkaVlAxhtslullthetufwwaveuobu hole or, if initially completed for pro-
ducuon censes to produce in paying quantities.

3, Sandﬂ'l"nne:Wbauwelwhidlhabemdriﬂcdmdeepewdbam?hediumﬂnﬁuddepthmdmtmhﬂeb&n
completed, and the results thereof furnished to the parties, stand-by costs incurred ‘pending t0 a party’s notice proposing a
tewosking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or Xpiration of the response time pecmitted, whichever
ﬁammuﬁpmmwmmumwcmmmdanConsmdng?mmmwthetumddumndym-
matical paragraph of Article VI.B.2, Mbechargdwnlbomnpmot‘thepmpmedm but if the proposal is subsequently’
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion.
each Consenting Party’s interest a3 shown on Exhibit ‘‘A’’ bears to the total mw'(s}ushown:on Exhibit ‘A"’ of all Consenting Par-

4, Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a ‘‘deepening’ opefation shall

B} ahobupplimbhwmypropoulm&r«mﬂymﬂdn\dmmmunydnnmiwclkom;vmxcd:nasmdmgethebommhole

badon(’hmalhd"sdemckmg').unleudonemmghm:hehokorwdnﬂmnﬂpnkmﬂmlwleotbeausecfother
muhxwddﬂkuba.hymm;thcnﬂtwmmawmwmmadoamommmmmm
affected well bore at the time of the notice shall, upmdxnnatowmvlﬁe.mdmomewdlbmowmmpmpwmshm(eqml
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

{a) 1f the proposal is for sidetracking an existing dry hole, rumbumnemslvlbeonthebmdthelctudcowmnedm
dumuddnlhngofchewclldowntodledepd!uwhkhthesdemckmgopemwuumnmﬁd

(b)lfthepropo-dkbtsidemdh.awcﬂwhithlmpﬁviwﬂypmd\xed,;tdmbum;mmslﬂbemthebsiso‘lhewell‘s
saivable materials and equipment down to the depth at which the sidetracking operation is initisted, determined in accordance with the
ptovisionsofExhibi:"C".hﬂuwﬁnnmdcwduh@guﬂmeadmdmo{phgp’n;mdm

[nmeemdmm&usdmﬂmgomﬁmugmwh&dmdnﬂm;ngmbeuﬁudsmhcm the response period
Mhhmudmbrqajn(ﬂ)houn.uchamd&mﬁy,&m&yuﬂlmlhdﬂzmmﬂd,hom« any party may request and
muwwdgmmddmd&pdwuﬁmdmmw(mmmminwhthvonq)uﬂbyptymgbnnsmdbyume
incurred during such extended response period. chmmmmdmumuhwdﬁumdﬁmmmmdwmcw.m

by costs shall be allocated between the parties taking additional time 10 respond ou a day-to-day basis in the proportion esch par-
tylmtuestashowncnﬂxhxht“A"beustodntoulintm:sshmmoaﬂxlpﬁt"A"?hldieehcmgpamesln other in-
mmemmmamumm;muummmm(so)dm g

C. TAKING PRODUCTION IN KIND:

Mmy:hﬂuhnkmdwmﬁdymdmmmmdlﬂodmd;npmdmd
mwdmﬁmkudnmmﬂm;mwnmgmd ' t
ngmevao&Hyb&Anyumupm&mmrdmﬁemhnguwu ’
party of its propoctionate share of the production shall be barne by such party. An,pmynkmgmdmed

5 atdyn fiud -:Mi{:}
ZA20p whon aptE 1O & Aritiey by e}
Tt Attt ul iyt Loednes |
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ARTICLE V1 ’
continued |
mq:urdmpaybrmlympmpormushmdsudapmolOpmwnsmﬁcihmwhkhunm

Fxhpartyshlﬂexecutemdiviﬂonadmmdcmumumayheneomw{yfofmeahoﬁuwmpmdmm
the Contract Ares, and, except as provided in Article VILB., Mkmﬂedtomavipuymtdmnlyﬁmdnwrchwd\ereofh
its share of all production,

i
lntheevenunypmyshalhlwmhhmgemmwmmmmmmat&ydmndmwmd
theoiiproducedfromtheConu-actAru,Opemorshallnvet!wnght,mbmtoxherevouwnhmubymepmyownmgut.butnot
the obligation, oopurchasemhodorselhtmod\erutmynmemdfromdmwume brtheaccountolthemnukmgpurty*tﬂu
best price obtainable in the ares for such production. AnysnchpgrchmoruhbyOpeutorshallbesubnclalnystothenghtofﬂ!e
owner of the production to exercise at any time its right to take in kind, orsepmulydnsposeolmshmofdlodnotprevmly
delivered to a purchaser. Any purchase or sale by Operator of any other party’s shate of oil shall be only for such reasonable periods of
mauemumemw\dlﬂum:mmumneedsohhemdumyundu!hcp«ucuhrmcumnm.butmmevem(onpemdmexm

of one (1) year. : . : ;

[n the event cne or more parties’ separate disposition of its share of the gas causes split-streans deliveries to separate pipelines andfor
deliveries which on a dsy-to-day basis for any reason are riot exactly equal to a party’s fespective proportionate share of total gas sales to
be allocated to it, the balancing or accounting between the respective accounts of the parties shallbe:in accordance with any gas balancing
agreement between the parties hereto, whether such an agreement is attached as Exliibit '“E™; or is a separate agreement.

D, Access to Contract Area and Information:

Each pacty shall have access to the C Area at all ble times, at its sqle cost andirisk to inspect or observe operations,
and shall have access at ble times to inf ion pertaining to the development or operation thereof, including Operator’s books
and recocds relating thereto. Operstor, upon request, shall furnish each of the other parties with copies of all forms or reports filed with
governmentsl agencies, daily drilling reports, well logs, tank tables, daily gauge and run Jickets and reports of stock on hand t the first of
each month, and shall make availsble samples of any corés or cuttings taken from any well drilled on the Contract Area. The cost of
pthemguﬂhmuhingmhnmanonOp«am.odmﬂmdmspmﬁdabou.shn ged to the Non-Operator that re-
quests the information.

l?. Abandonment of Wells:

1. Abandonment of Dry Holes: Emptbtmyweﬂdnﬁedwdeepawdmwtwhudeﬂ.ﬂz anywdlwh:chhubeen
W«mﬂmmmdmwm:spropondmhcanyk&dusdryho&slnlmbeplugged-\dum
without the consent of all parties. Should Operator, after diligent effort, be unable to cgntact any party, or should any party fail to reply -
vmlm‘oﬂyﬂgbt(“)hours(exduﬂveofSﬁurday,Sundqmdlegalhohdlys)afterreenpto{noucbohhepmpmdmplu;mdlbmdm
suchwell,suchpmydnnhedeumdwluuoommtedwd:epropuedzhndom:ent.Alsmhwelhshlﬂbeph;gedmdahndmedm
mdmmtbnpplubhreguhmmuﬂnmemnsimdapaudmewmwbmudmthemdhh;adupmg
such well, Anywtymobiecumplummdabmdunngmchweﬂduﬂhﬂedwnghtmuhovcdxewellandcond\nhmhu
operations in' search of oil andjor gas subject to the provisions of Article VI.B. :

2. Abandonment of Wells that have Produced: Except for any well in which) a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as 2
pmdumduﬂnotbephggzduﬂabmdumdmﬂmthemmdaﬂpmmHaﬂmcmmmhbﬁonnmt.ﬂuweﬂshlﬂ
beplugg:dmdabmdomdmm&mmthsppknblueguhmmdadncm.nshmdapmudaﬂthepameshmlf within
thirty (30) days after receipt of notice of the proposed sbandonment of any well, anpuuadomugmtoduabudoammdmd\wcl
tboumshmgweonunumopmmnfromd:emtuva\(s)ofthdommon(s)lhenopmmpmdufmmnmxdctomhdd\em
parties its proportionate share of the value of the weill’s salvable material and equipment, mmmmmmmmmmol
Exhibit *‘C”", less the estimated cost of salvaging and the estimated cost of phigging and abandonidg. Fich abandoning party shall assign
d!non4hntlonin;putiu.withmtwarmty,expresotinpﬂed.swﬁdeoraaof;umﬁty,oc!ﬁmmbrmoﬂhequ’gmtand
nmi-l.nllonninemtinthewdlandrehtedewipmm.togethervithiuhauuignnhueﬁoumum,bmanyuw.mein-
terval of intervals of the formation or formations then open to production. If the interest of the abandosing party is or includes an oil snd
gamtmaxhpmyshdmmmdd:hmmdnmnﬁndumgpmymmmulmdpu limited to the interval or in-
tervals of the formation or formations then open to production, hnmdm(l)ywandwlm;dmuhernodmd/orgnum
duced from the interval oc intervals of the formation or formations covered thereby, snchleueqobemdufommhednlixhibn

8 :
With Gas Balancing Agreement
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ARTICLE V1
continued

*B". nnamgnmuorkuasohmuddunmwdu"dnlhgum"mwhdlzbewisloemd The payments by, and the
mmuorleusm,dwumshaubehlmmhdupnmerdmshyddmmpepﬁnmdpummm
ConmctAmwdwwddupumupdw&m&nhdu&mmhddmmﬁmmumm@mt&
interests in the remaining portion of the Contract Ares. ; :

Themhet,lbmdbningpmieshdlhivenohmhetmponsibi\iy.ﬁabﬂity,wibmhiheopemdmpmducﬁmm
the well in the interval or intervals then open other than the royalties retained in any leask made under the terms of this Article. Upoa re:
quut.Opmtorshqﬂebuﬁnueuoopumtlnnﬁgnedwellbtthemumddumn&mduﬁngfp«ﬁanﬂnmmmdchupm-
templated by this agreement, plusmyad&ionalconanddurgawhkhmy:ﬁxuméruultdtﬁemownushipdthudgrﬂ
well. Upon proposed abandonment of the producing intervak(s) assigned or leased, the gssignoc of' lessor shall then have the option to
repurchaenummmmﬁnwen(umdumvdmmnhmuh)udwmmemlurdleroperwmmemnmbymwﬂlepro-
visions hereof.

3. Abandonment of Noni-Consent Operations: The provisions of Article VLE.L pr VIE.2. above shall be applicable 13 between
ConsennngPmmmeﬂmto!thepmposdabmdonmtdmywencmmdlmmmdm provided, however, no well shall be
permmmdypluggedmdlbudomdunksmdunulnﬂpunehnmgdnn;luwm&mﬁmh&wﬁmthumhavzbmmﬂﬁed
ofthepropostdlbmdonm(mddfordeddwoppommnymehzmuhovulheweﬂ)nlmordmmdnhcmmddmmud!
VIE.

ARTICLE VI, .
EXPENDITURBS AND LIABILITY OF PARTIES

A. Liability of Partiess

The liability of the parties shall be several, not joint or collective. Ethysﬁnﬂbembkon!yhmobﬁpnmé and
slullbehableonlyformmmudmdthmdwem;uﬂmd!%ummAmdngly.theliemgnnmd
among the parties in Article VILB, are given to secure only the debts of each severally. lunotdzerzmmdthemmm.
anmmuhm&udummg.ammguwuwmhlpmmmmwrw pmuhblzupnma‘s

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upou its oil and gas rights in the Contract Ares, and # secarity interest in its share
ofoilmdlcr;swhmcxmmdM:umnﬂmmt,wmmdmmd-m together with interest thereon
at the rate provided in Exhibit *“C”’. TotheextmtthaOpentcthulmmtymmundungmlom;ComnmICoded.ne
state, Operator shall be eitiiled to exercise the rights and cemedies of a secured party under the Code. The bringing of 2 suit-and the ob-
taining of judgment by Operator foe the secured indebtedness shall not be deemed an élection of femedies or otherwise affect the fien
rights or secusity interest as security for the payment thereof. In addition, upon defauk by any Nor-Operator in the payment of its share -
of expense, Operator shall heve the right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from
thculeofsuchNmOpmmruhueddmdkrgnumﬂdxemmondbymchNonOpmﬂu,pﬁnmm has been peid. Fach
pumh&rsluﬂbeenuthdtordyuponOpemwrsmxmmtmmgthe:mmofmyddmlt Openumualﬁehm
mdsemntymlctesnotheNcn-OpmnlosemrepaymmtolOpeumspmpormnmshlreo(upﬂuc

lfanypmyh']sorkumblewpuyilsslmgdexpemewithinsixty(éo)dgyshfmr{tﬂi@qdamtcmenttherdorby
Operator, the non-defaulting parties, including Operator, shail, upon request by Operatof, pay the unpaid amount in the propostion that
the interest of each such party bears to the interest of all such perties. Each party so paying its share of the unpaid amount shall, to obtain
reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph;

C. Payments and Accounting:

Emamwwmnyw wmmmﬂdmgmmndmme&vw
andwcmdﬁn&nmhuwmmawﬂumtmdduldwsuchoﬁdwwmﬁ]mmmtheurqemvepmpor
umslumupmdnupuuebuupwwdedm!xﬁbu“c' Opumsluﬂhepmmmrx«dddnmmumh«mm

8 exp i -‘mdchugamduedhsnndemdmmed

Operator, at its election, Mhawdunglu&omdmewmmdunmduﬂmunmuodmmmmmmm
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of sn itemized statemeng of such estimated expense, together
with an invoice for its share thereof, Bthchmwtuﬂmbnhpaymanndmdaﬂmﬁdumhlbembﬁmd

on or before the 20th day of the next preceding month. Each pasty shall pay to Operatof its propostionate share of such esti within
ﬁfum(li)dnyuhumdlaunnumdhvoiahmand.unypmyfﬂswpcymmdwdmhnumdmmdm | nt

dueshalbenmapmndedmEﬂnh“C"undMPmpudﬁuthbcnn&mﬂymmdvm ex-
peuewdnaﬂdmudlmahﬂburﬂpnympmmmdmd@mmmdnomnre. g

D. menonol!xpendimmz . ) S : §

L Dﬁllotm W’thontl!uconmtohllm,mwdlshnbedﬂbdordupend anepunynn
pursuant to the provisions of Articde VI.B.2. of this agreement. (hnsuumthedtdﬁn;crdupalmgmxlv

o 4
¥10ee o8 vhus idwotidving want 13 s
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ARTICLE VII
continued

C1 Option No. 1: All necessary expenditures for the drilling or deepening, csung,ci;mplmngﬂndequxppm;owuwdl including
necessary wxhge and/or surface facilities. ’ 4 '

( i
@ Option No Aﬂwyapmd:tumforthednﬂmgordeepmmmdmﬂgdd&wﬂl Whensuchwe{lhzsruchedm
aud'lonuddzpth and all tests have been completed, andtherauksthﬂtdﬁ»rmhedlodxepuhes.Op«amshaﬂgwemmedxmnouce
to the Non-Operators who have the right'to participate in the completion costs. The parties mceng stich notice shall have forty-eight
(48) hours (exclusive of Saturday, Sunday and legat holidays) in which to elect to pamapa‘te in the settmg of casing and the completion at-
tempt. Such election, when made, shall include consent to all necessary expenditures fof the comgl&mg and equipping of such well, in-
cluding necessary tankage andlor surface facilities. Failure of any party receiving such nétice to reply within the period above fixed sill
cmsututeandecnonbythltpanynmloprnapatemthecmoflhecomplwonmempt If one orlmore, but less than all of the parties,
elect 10 set pipe and to attempt a completion, the provisions of Article V1.B.2. hereof (the phrase! "‘rcworhng. deepening or plugging
back’’ as contained in Article V1.B.2, shall be deemed to include *‘completing’”) shall apply to the oqeﬂuom thereafter conducted by less
than ali paties.

2. Rework or Plug Back: Wnthout the consent of all parties, no well shall be rewm;ked or p]uggcd back except a well reworked or
plugged back pursuant to the provisions of Article V1.B.2. of this agreement. Consent 19 the remkmg or plugging back of a well shall
include all necessary expenditures in conducting such operations and completing and eqmppmg of dld well, including necessary tankage
andfor surface facilities. : !

3. Other Operations; Without the consent of all parties, Operator shall not undemke mylsmgk project reasonably estimated

to require an expenditure in excess oL_...EJ.ﬂ:x_'Rhnnsand Dollars (330 2 000.00
except in connection with a well, the drilling, reworking, deepening, completing, reco'mpbung, &' plugging back of which has been
peeviously authorized by or pursuant to this agr ided, h , that, in case of explosion, fire, flood or other sudden

emergency, whetherofthesameutdlifa'entmmre.Opemorm:ymsudutepundmmrsudlupmmasmxtsopmxmarereqmred
to deal with the emergency to safeguard tife and property but Operator, asprompdynpom‘ble shdlrepondleetwmytotheother )
pmm.lfOpcutotprepuuanaudmtyfofexpmdnm(AFE)ﬁormown\ue,Opﬂ'atorslullfurdndunyNonOpemonorequesung
an information thereof for any single project mn;mmo{_.TW_en_tL_ﬁHﬂm&ﬂ__—
Dotlars ($_25,000.00 )butl&dﬂnzhemmtﬁmsetfathabovemtpnspauyaph

E. Rentals, Shut-in Well Pay and Mini Royalties: . P

i I

~ Rentals, shutin well payments and minimum royalties which may be¢ required under the terins of any lease shall be paid by the
perty or parties who subjected such lease to this agreement at its oc their expense. In the event lwdi or more parties own and have con-
tributed interests in the same lease to this agreement, such parties may designate one of such pamé‘s to make said payments for and i
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence qf all' such payments. In the event of
failure to make proper payment of any rental, shut-in. well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in fo:ce, any loss which results from such non-plymem shall l:e borge in accordance with the pro-
visions of Article IV.B.3 . .

Operator shall notify Non-Operator of the anticipated completion of 2 shut -in gas well, or the!shuttmg in or retum to production
of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal hohdays), or at tpe carliest opportunity permitted by
circumstances, prioe to taking such action, but assumes no liability for failure to do so. [n the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Non-Operatos for failure to make timely piymcnts of any shut-in well payment
shall be borne jointly by the parties hereto under the provisions of Article [V.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Openmfsh:lrendertofadvabtmtuauonllprmy
mbiectlothkmnwhschbyhvshmnldbennderedbrmduxu.mdltsluﬂpayalmiluxzsmdlhembdofethey
become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information a3 o burdens (fo include, but not
bchmueduo,roynlua,ovemdmgmydnamdprodmmnpaymenn)mlmesmdqdmdgu:inmummbutedbys\xhNon-
Operator. If the assessed valuation of any leasehold estate is reduced by resson of its being subject tooutsundmgexccsmyahu.ov«-
riding roysities or production payments, dumducﬁonhdvahmnmresulmgﬂmdmnshaﬂ-mwmebeucﬁxdﬂnm«or
owmdmbmhoﬂmmwwladjwmechugemmhm«mw tomﬁ:cuhebeneﬁtdsuchreduc—
tion, lfdnadnbrunummbuedmwholeofmpmnpmnp«mnhmo{mhpmy ing interest, then notwithstanding
anything to the contrary herein, dnrgamthepmtmmslunbemadtmdp:dbythe hereto in accordance with the tax
value generated by each party’s working interest. Opmmdnnhnmemh«wusfammmateshmdmmpuymmmm
the ided in Exhibit ‘C"’. . i i

L4

if Operator considers any tax assessment improper, Opermtmy,nmdsxmtm prmeuwuhmtheumemd?mm ‘
prcsmbedbylav.mdprosecuwthepmmmaﬁmldemnummn.unkualpmaheetoaba@dontheproteslpnonohpjideter
mination, During the pendency of administrative or judicial proceedings, Operator may electtopay.}mdzr protest, all such d any
interest and penalty. When any such protested assessment shall have been finally determined, Oper*orshallpaythcuxlor yPiht ac-
count, together with any interest and penalty accrued, mddmmlcmshaldnnbemésedagunmhem andhcmdbfi e, a8

provided in Extibit *'C"".
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ARTICLE VII - t '
continued : :
‘ ‘ : ; g
At all times while operations are conducted hereunder, Operator shall oo'mply with d\e workmen's compensation law of
the state where the operations are being conducted; provided, however, \lmOperaufmaybeu insurer for liability under said com-
pemmonlawsmwh:chevemdxeonlychargethnshallbemadnodmepummmshnbeupmwdedmmﬂm“C" Operator shall

;alsocmyorpmvnd:mumﬁorthebemﬁto(thepmtmmohhemnm@mdm ibit ‘D", attached to aod made a part
- hereof. Operator shall require all contractors engaged in work on or for the Contract bArmmmply with the workmen's compensation

law of the state whefe the operations are being conducted and to maintain such othq' insurance as Operator may require.
In the event autmmb:le public liability insurance is specified in said Exhibie *D”, or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such u'sumlctfor Dperator’s automotive equipment.

* ARTICLE VI
ACQUISITION, MAINTENANCE OR TRANSFﬁR OF lNTEREST

"A. Surrender of Leases: ’
nelemmvuedbydm-yeemt.mwluuduymbnoetmgemdn&nmhjp shall not be surrendered in whole

oc in part unless all parties consent thereto, i ;

However.shouldmypmydu‘relosurrendainhtueninauy‘laaeorhai\yporﬁon%dned,mdlh:odicpmiadonot

" agree or consent thereto, the party desiring to surrender shall assign, without express.or implied| warranty of title, all of its interest in

such lesse, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafter secured, to the parties not consenting to such surrender. Hunmofdummmgpmyhormdumoamduin-
terest, xhemgnmgp«tyshaﬂmnmddehmwmemympcmmmuﬂ;mwdi an oil and gas lease covering
suchonlmdmmtumiorlwmolm(l)yarmdsolongmemlmnmluﬂlaukpmd from the land covered thereby, such
lease to be on the form attached hereto as Exhibit ‘B, Uponnthmtorlese the sssigning pasty shall be relieved from al
obligations thereafter accruing, but not theretofore accrued, whmpxtwdummmgnd lessed and the operation of any well
nmbuubkd:crm.mdmemimhgpmyshaﬂhavemfurﬂmmmmth:mimtdor premises and its equipment and pro-
ducuonoth«dunthcmyﬁmrmdmmyhmmd:undumewmso(dmArmle‘l'h: y dssignee or lessee shall pay 10 the
pmyasugmfotlesordurembksalvngevalueomnhmrsmterestmmyweﬂsndqmpmanmnbuublemdnungmdorlm-
ed acreage. Dwvalueohlmmndshaﬂbedmmnnedmmdmamththeprwimmd ibit ‘‘C"", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. chemmmuuotlemnmhv of mose than one party, the interest
:hallbesharedbysmhpnmelmthepropomomthadlcmwato{adlbemhqtﬁzmulmfmto(msuchwm

Anympmem,lanorsunmdermadeumkrmnmvmﬂuunmrd\mwagmLssmgmsorsurrendnm;
pmyumm«uumunmcdmelybdorethemg\mem,huuorwnmd«nmebdmodtheConmAm.uﬂthemup
assigned, Iasedorsumndmd mdwbsequmtopmmthum.ﬂuﬂmtdmeﬂabesubmwdnmumdwmdmn
agreement, i
B. Renewal or Extension of Leases: i

llanypcrtysecumarmewdo(anymlandgsleuesubjmtoxhuagmmt.&auodmparuu:hanbenotiﬁedpmmmly,znd
shallhavethcnghelorzpemdolnurty(E)&pblbwmgrwdmhmnauwhmhkoekﬂmpﬂidpﬁemtheownershipofthe
rencwallmennsofuasmrauaﬁmhndswhmonCmumAm.byp-ym;todlem acquired it their several proper pro-
ponmmshansdthexqmsmmcwdhtndmmnpmolmchkmmdmtheConmA ‘which shafl be int proportion to the
interests held at that time by the parties in the Contract Area. i ; .

t
If some, but less than all, ddnpmehampampmmdwwnhmdtrmdﬁu it shall be owned by the parties
who elect to participate therein, inumobuudupontherehuauhpoimmﬁve'pmmuge participation in the Contract Area
wmuwegmmmmofmﬁmhwcmmmamwﬁupémnkmpmmamwm
Any renewal lease in which less than all parties elect 1o participate shall not be subject to this agreement.
i .
Eachpartywhopumqmzsm!hepurdnseohmncwdhueshaﬂbegwenmmmmtoﬁtspmporﬁmminmestdmeh
by the acquiring party. :
TheprovkiuuohhiaAnideihdlapplytoMewalIeuawhedmdnymbrt}uen&e;i‘mcovaedhytheexﬁﬁngm
orooveronlyapmdmdiumamhmthnein.Anywﬂle&uhnbdoru_ﬁeaph of its predecessor lease, or taken or
contracted for withia six (6) months after the expiration of the existing lesse shall be subject to this provision; but any lesse
mmdeanmdmsu(6)mwmmenm¢mmngmmwum.mmtknmndsmnnmbe{'"ﬁ i
the provisions of this agreement,

mewmmmmmmuappmbhwammaoamdy{m.

C. Acreage or Cash Coatributions:

wmkmﬁagmmumm,ﬁmypanycmmﬁornmnmbumdmh mw&
operation on the Contract Area, such contribution shall be paid to the party who the
applied by it against the cost of such drilling or cther operation. If the contribution be in the form of

R

i
i
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s.nian‘llmgPamaslmedthemofdnllmgthewelSuchwugesh-ﬂbecomelmmCoulmAmmd.m&lemtponiﬂe,be
govemadbypmvismm:dmuulwmuwﬂrhpmymnpmmpdymufymodmmmdaympwmhmuibum
it may obesin in suppoct of any well or any other operation on the Contract Ares. 'l‘beabovepmisiomshmdsobeapplinbhmop-
tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area.

Ihnypmycmtrmiormyconsiderationrehtingwdispodimofmchputfy's:hmol'ulbstamptodmdhueund:r,m
cmsidendonﬂh“nmbedeumdaconwibudmucomanphmdiﬂthishﬁdevm.c.

D. Maintenance of Uniform Interest:
Forthepurposeolmnumm;umﬁomutyofomshpmthemlmdwk&holdmmuooveredbymhwt.w
party shall sell, encumber, tﬂns(erwm:keodmdmmmdmmmmnhehmembnmdwnhhﬁnﬁmmhumdhwdh,
equipment and production unless such disposition covers either:
L mmmmmof:hepuqinamumqummmmm;;f
2. mmmdivmmmammquipmzmmmmﬁ.cmmm

Every such sale, encumbrasnce, umdu«odmdspmtmnudebymymﬁunbemdeﬂpmdymbmmmsw
and shall be made without prejudice to the right of the other parties.

lf.nunyﬁme(heimzrstohnypmyiscﬁvidedmmgmdowmdbyhroﬁmmmom%mr,uiudiufeﬁon.my

. require such coowners to sppoint a single trustee or agent with full authority t receivé notices, igiprove expenditures, receive billings for

and spprove and pay such party’s share of the joint expenses, and to deal generally with, and with power to bind, the coowners of such
party’s interest within the scope of the operations embraced in this agreement; bowever, all such shall have the right to enter
mmmd:xecmedlcmumorwmhdndwmddmmmved\mdmélmdgapmduudﬁmhﬁxum
Area and they shall 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 state or states in which the peoperty covered is : , each party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to pmmotrmd have set aside to it in severalty its undivided
interest therein, l

F. Preferential Right to Purchase:

Arn.itshaﬂpr«npdyaivewﬁttennoﬁoetotheodmparué,mthhllmfomaco;)cunmgf ,
namemdaddmsddleprospecnvepmduser(whomuubemdy,mnngmdnbktopm ¥
of the offes. modmwdud\ﬂthuhmeanoptmlmnght.(ﬂa odo

p s pnccmdullodmtemu
receipt of the notice, to purchase
right is exercised, the purchas-
total interest of all purchasing pac-
ishes to mortgage its interests, or to
Jally all of i¢s assets. to a subsidiary or parent com-

ARTICLE IX. ‘
INTERNAL REVENUE CODE ELECTION

. This agreement is not intended 10 create, and shail not be construed to create; a ionship of partnership or an associstion
for profit between or among the parties hereto. Netwidmcﬁngmyprovisioaherdntimmeri and lishilities heseunder are several
and not joint oc collective, or that this agreement and operations hereunder shall not constitute a , if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a partnership, each party affected elects to be excluded
from the application of all of the provisions of Subchapter *K*’, Chapter 1, Subtitle “*A™", of the Iriternal Revenue Code of 19%4, a3 per-
mitted and authorized by Section 761 of the Code and the regulations promulgated therennder. is authorized end directed to ex-

ecute on behalf of each party hereby affected such evidence of this election as may be required by|the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limjtation, all of the returns, statements,
and the data required by Federal Regulstions 1.761. Shwldﬂmebemyrqmmtdmadnpmyh«cby-ﬁamdduﬁnﬂw
evidence of this election, nchsudxpartysluﬂemtesuchdnmnmumdfumuhaxhodmwﬂmmumnyber irg
Federalhwmlkevmue&wmmnmaybcmc&arytow:dmcﬁhuebcmNOMpIny gtvemynmouotulne
mmmnummmﬂxduehctmmdehuebyﬂmypmm«ﬁummm&tho{dn te or states in which thed
Area is Jocated or any future income tax laws of the United States contain peovisions similar t0 in Subchapter 'K’’,
Subtitle **A™, of the [nternal Revenue Code of 1934, under which an election similar to, that provided by Section 761 of the Cf
mmtd each party hereby affected shall make such election 2 may be permitted or ¢ by such laws. In making the foreg4
tion, each sisch party states that the income derived by such party from operations can he adequately determined wiffig
computation of partnership taxable income.

l "n mMm:x 3 mw»l
Sxeaps whod nutRocieed S wrivng Y the

-12-
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ARTICLE X. .
CLAIMS AND LAWSUITS '
i
Operator may settle any single
exceed__-Thirty “housand

13
mmreddmdpmydmgedaunorsu:mghomopmﬁmhmndniﬂkapm&m

Dollars

daes not
$.39,000.00 u\ddﬂ&paymuhmmpkemdmnlduxhchn‘umlf ;

ceeds the above amount, the parties hereto shall assume and take over the further handling of the
delegated to Operator. Al costs and expenses of handling, settling, or otherwise discharging sy
pense of the parties participating in the operation from which the caim oc suit arises. If  claim is o
wdmmumdmymmmmmmammmuwmmwmm
Operatorby\hnaymm.sxhpanydnalnmdmdymuiyanoth«m mdth:dnmor
or suit involvi . .

s VP

ARTICLE XL
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obli
the obligation nomakemoneypaymu.dmpmyshclgivemaﬂotherp«dup(omptwﬁ
reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice,
majeure, shall be suspended during, htmlongerthm.d\econdnumeedthefomzmim The
ditigence to remove the force majeure situation as quickly as practicable.

The requirement that any force majeuse shall be remedied with all reasonable dispatch shall

amount required for settlement ex-
or suit, unless such anthority is
claim or suit shall be st the jrint ex-
against any party or if any party i
control because of the rights given

Suit shall be treated as any other claim

under this agreement, other than
notice of the force majeure with
10 far as they are affected by the force
affected party shall use all ressonsble

10t require the settlement of strikes,

lbckouu.oro(her labor difficuity by the perty invoived, contrary to'its wishes; how ali such difficulties shall be handled shall be entirely

within the discretion of the party concerned.

The term *‘force majeure’’, as here employed, shall mesn an act of God, strike] lockout,
the public enemy, war, blockade, pablic riot, lightning, fire, storm, fiood, explosion, governmental
of inaction, unavailability of equipment, and anyo(hetcause.wheﬂleto(mekmdspeaﬁaﬂy enut
not reasonably within the control of the party claiming suspension.

ARTICLE XI1.
NOTICES

v

other industrial disturbance, act of
action, governmental delay, restraint
roerated above or otherwise, which is

All notices authorized or required between the parties and required by any of the provision
specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, o

the parties to whom the notice is given at the addresses listed on Exhibit *‘A’’. The originating noti

of this agreement, unless otherwise
telex or telecopier and addressed to
given under any provision hereof

Mbedeanndgivenonlywhenmﬁvedbyrh:pmywwﬁomuthkekdixmdf;addntﬁrhmhmmﬁumymﬁah
response thereto shall run from the date the criginating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or chasges prepaid, or sent by telex or telecopier. Each pasty

shalt have the right to change its address at any time, and from time to time, by giving written

ARTICLE XIIL. '
TERM OF AGREEMENT

This agreement shall remain in full force and effect a5 to the oil md gas leases andlor o

notice thereof to all other parties.

gas interests subject hereto for the

period of time selected below; provided, however, no party haemshncvubemmdshwmgmyngh:.mhovmmmormmy

leueorodmdysmmtwnmbuwdbymyodlapmybeymdﬂnmohhnw

0
of the Contract Area, whether by production, extension, renewal or otherwise.

@ Option No. 2: In the event the well described in Article VLA., or any subsequent well

wells produce, or are capable of production, and for an additionsl period of :d:yslrom

uonNo.l:SolmgulnyohheotlMgukmmbmmthnwumtmmumcmﬁnuedhfuauwmym

drilled under any provision of this

of all production; provided,

igreement.ruuluinprodlxﬁono(oilmdorguinmﬁngqmdﬁthlms@llmdn}:f:‘:bbnsumyaﬂlwﬂu

however, if, prior to the expiration of such additional period, one or more of the parties Kereto are engaged in drilling, reworking, decpen-

ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement
tions have been completed and if production results therefrom, this agreement shall continue in
well described in Article VI.A., or any subsequent well drilled hereunder, mu'binl&?hde and

of producing oil andfor gas from the Contract Area, this agreement shall terminate unless drilling, deepenmg.pluwngbwk

mgop«a(mmmmuwedmthm_m_daysfmthemdhmmolwd

It is agreed, hwm.thamewrmmdthsagmﬂ-nmrdmemypmy
accmedotmxhedpmnomedmofsuchmnmuon :

13
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ARTICLE XIV. '
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders: ;
This agreement shall be subject to the conservation laws of the state in which ﬂieConuact
regulations, mdudersolmydnlymmmedreguluorybodydwdmmdwallo%lm:pp'

dinances, rules, regulations, and orders,
B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, majters of perf

Area is located, to the valid rules,
federal, state, and local laws, or:

ormance, non-performance, breach,

remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which
lew Mexico

the Contract Area is located. l(meConmAmmntwoormmmm,duhwoldnmwolJ
shzllgtwem

C. Regulatory Agencies:

- Nothing herein contained shall grant, or be construed to grant, Opentor the ri;ljit or authofity to waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or under rules| regulations or ocders promulgated

under such laws in reference to cil, gas and mineral operations, including the location, oderauon or
ting or adjacent to the Contract Area. .

With respect to operations hereunder, Non-Operators ag;'ee to release Operator frdm any and

production of wells, on tracts offset-

all losses, damages, injuries, claims

and causes of action arising out of, incident to or resulting directly or indirectly from Operator’s interpretation or application of rules,

rulings, regulations or arders of the Department of Energy or predecessor or successor agencies to
plication was made in good faith. Bach Non-Operator further agrees to reimburse Operator for an

extent such interpretation or ap-
amounts applicable to such Noa-

Opmtot'sdwedproducﬁondmOpauormaybemqtﬁmdtordund.rcbuworpty#aresuhofmhmixmectinmprmﬁmot
application, together with interest and penalties thereon owing by Operator as a result of such incprrect interpretation or application.

Non-Operators authorize Operator 1 prepare and submit such documents as m.yfbe required) to be submitted to the purchaser

of any crude oil sold hereunder or to any other person or entity p w0 the s énts of the
of 1980 ammybumzndedﬁommmtounu("m"),mdmyvahdreguhmnsormluw

which is required to be furnished by said Act in a timely manner and in sufficient detil to
i

‘Crude Oil Windfall Profit Tax Act
f!thmaybemedby!he'l‘rwury

t compliance with said Act.

Deplnment(rommm(oumewmmtowdt\ﬂ.Elchputyha'elolgrtﬂtofumuhmymdl%cuuﬁummorolh«mfam

ARTICLE XV.
OTHER PROVISIONS

Notwithstanding anything bercin to the contrary, it is agreed that whire a well|shall have been drilled to the
objective depth or the objective formation and the Consenting Parties'm the w¢ I cannot mutually agree upon

the sequence and timing of further operations regarding said well, the fo
order of priority enumerated hereafter: ,r

t
|
b. An election to attempt to complete the well at either the objective depth

a. An ¢lection to do additional logging, coring or testing;

g clections shall control in

of objective formation;

c. An election to plug back and attempt to complete said well at aEn alternative depth or formation;,

d. An election to deepen said well; :
e. An election to sidetrack said well. l
}
1t is provided, however, that if, at the time the Consenting Parties are consi
the above elections, the hole is in such a condition that a msonably prudent

placmg the hole in jeopardy or losing the same prior to completing the wcll in
depth or objective formation, such election shall be ehmmated from the’ ‘prioriti
hereinabove set forth. :

i
'

S14-
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ARTICLE XVL
MISCELLANEOUS

nmnyumundunhehmﬁmumnuﬂdnlmwmu»&ekmﬁtdduprdshuun#ﬁlodwwuwa&nhuxdﬂkng

Jegal representatives, successors and assigns.

This instroment may be executed in any aumber of counterparts, each of whichshall be

an original for all purposes.

mwmwmw.mawmuwwud_lit__d}yd__fnuh—. 1997 ..

OPERATOR _
O0XY USA Inc!

|
|
»

Attorﬁey-in

NON-OPERATORS

o+

~Fact

Thresh91d queIOpment Company

By:

Leland Hodges

Broad étreet

Financial Company

Herbert F. Boles ) E

Norma J. Boles . i

is5-
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EXHIBIT “A”

Attached to and made a part of that certain Operating Agree i; nt dated March 1, 1997 by and
between OXY USA Inc., as Operator, and Threshold Development Comiany, as Non-Operator.

L

]

Identificati d, i this ment:

Sections 8 and 9, T19S-R29E, N.M.P.M., Eddy County, I?ew Mexico.

t

Restrictions, i as rmations, or sub 3:

All rights below 3,000 subsurface

Percentages or fractional interests of pariigg to this Agreement;
!.

Wells completed below the base of the Bone Springs
OXY USA Inc. _ 100 53.50000
Broad Street Financial Company ' 0 17.43750
Leland A. Hodges, et vir 0: 5.521875
Herbert F. Boles - 0: 290625
Threshold Development Company _0 23.250000

100 100

Wells completed aliove the base of the Bone Springs
OXY USA Inc. ©50.000%
Broad Street Financial Company . 18.730%
Leland A. Hodges, et vir © 5.938%
Herbert F. Boles 0.312%
Threshold Development Company ©25.000%

100

Addresses of parties for notice purposes; '
OXY USA Inc.

Attention: Primary Oil & Gas Team Landman-NM
P. 0. Box 50250
Midland, Texas 79710

Broad Street Financial Company
37 West Broad Street, Suite 1100
Columbus, Ohio 432154132

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

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: April 10, 1939
LESSOR: State of New Mexico
LESSEE: Continental Oil Company
SERIAL NO. B-809%
RECORDING DATA: Not Available

DESCRIPTION: All of Section 8, the SW/4NE/4, the NW/4, the SE/4 and the SW/4 of
Section 9, T198-R29E, NM.P.M. limited to depths below 3000,
Eddy County, New Mexico. '

LEASE DATE: December 1, 1991
LESSOR: State of New Mexico
LESSEE: . Mitchell Energy Corporation
SERIAL NO. . VA-0465

RECORDING DATA: Not Available

DESCRIPTION: The NE/ANE/4 of Sectioh 9, T195-R29E, N.M.P.M. limited to depths
below 3000', Eddy County, New Mexico.

LEASE DATE: December 1, 1995
LESSOR: State of New Mexico
LESSEE: * Ameristate Oil and Gas, Inc.
SERIAL NO. VB-0455 '
RECORDING DATA: Not Available

DESCRIPTION: The NW/4NE/4 and the SE/4NE/4 of Section 9, T19S-R29E,
N.M.PM. limited to depths below 300", Eddy County, New Mexico.
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Recommended by the Coundil
Gl 601, sox ] of Petroleum Accountants

800
TULSA OK 74101 Societies m

EXHIBIT “c”

Attached w and made a part of

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

1. Definitions

“Joint I}:r:geny" shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attac!

“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

ghat i‘tems of Controllable Material and unusual charges and credits shall be separately identified and fully described in
etail.

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 operatmn 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 i 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. It th is EM made
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Amerida
in San FrancisCO  _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 the 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 exceptlon 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 Cont.rollable
Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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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 2 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.

5. Audits

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 expresaly required under other 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.

I1. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:
1. Ecoalogical 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 Jaws and regulations.
2.  Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.

3. Laber

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct of Joint
Operations.

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 Aecount 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 II. 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 Benetits
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

Actount under Paragraphs 8A 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. Material
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.

6. 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.
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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
gmde to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the

arties.

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.

Services

The cost of contract services, equipment‘ and utilities provided by outside sources, except sem'ces.excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section IIl. The cost of professional consuitant 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.

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

percent (_8 %) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the 1mmedmte area of the Joint Property.

B. In lieu of charges in paragraph S8A 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.

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
wiliful 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.

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 III unless otherwise agreed to by the Parties, except as provided in Section I, Paragraph
3.

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 the ad valo-
rem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwnthstandmgv
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.

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 te exceed manual rates.

Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authority.

Communieations

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 II.

Other Expenditures

Any other expenditure not covered or dealt with in the Idregoing provisions of this Section II, or in Section III and which
ia of direet benefit to the Joint Property and is ineurred by the Operator in the necessary and proper conduct of the Joint
perations. .
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III. OVERHEAD

Overhead - Drilling and Producing Operations

i

ii.

ii.

As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge drilling
and producing operations on either:

(x) Fixed Rate Basis, Paragraph 14, or
( . ) Percentage Basis, Paragraph 1B

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
8A, Section L. 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.

The salaries, wages and Personal Expenses of Technical Employees and/or the oost of professional consultant servxces
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.

The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either temporarnly 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.

Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate §
(Prorated for less than a full month)

Producing Well Rate $ __550.00
(2) Application of Overhead - Fixed Rate Basia shall be as follows:
(a) Drilling Well Rate

(03] 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 the 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 & multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is congidered 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 'w 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, ete.) 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 eompuud 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 Canadxan index a8 pubhshed by Statistics
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justment.

“B—Overhead—PereentageBasis-
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Percent ( %) of the cost of development of the Joint Property exclusive of costs provided

——a)—Development

under Paragraph 10 of Section II and all salvage credits.
(b) Operating

Percent ( %) of the cost of operating the Joint Property exclusive of costs pfovided under
Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected substances purchgeéd for secondary
recovery and all taxes and assessments which are levied, assessed and paid upon the minefal 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 1B of this Section I, development
shall include all costs in connection with drilling, redrilling, deepening, or any edial operations on any or all
wells involving the use of drilling rig and crew capable of drilling to the prodicing interval on the Joint Prop-
erty; also, preliminary expenditures necessary in preparation for drilling and g&kpenditures incurred in abandoning
when the well is not completed as a producer, and original cost of construgfion 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 I11. All other costs shall be copfidered as operating.

Overhead - Major Construction

To compensate Operator for overhead costs incurred in the wnstruc jén and installation of fixed assets, the expansion of '
fixed assets, and any other project clearly discernible as a fixed agpét required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to jHe beginning of constructmn, or shall charge the Jomt
Account for overhead based on the following rates for any Majér Constriction project in excessof $
A5 % of first $100,000 or total cost if less, plus

B. ——3 . %of costs in excess of $100,000 but lesg’than $1,000,000, plus

C.— 2 % of costs in excess of $1,000,000.

Total cost shall mean the groas cost of any ongAroject. For the purpose of this paragraph, the component parts of a single

project shall not be treated separately and the cost of drilling and workover wells and artificial lift eqmpment shall be
excluded.

Catastrophe Overhead

To compensate Operator for ovephead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint PropertyAo the equivalent condition that existed prior to the event causing the expenditures, Operator
shall either negotiate a ragé prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates:

A5  %oftftal costs through $100,000; plus

B._ 3 ofof total costs in excess of $100,000 but less than $1,000,000; plus

C. 2/ % of total costs in excess of $1,000,000.

Expengditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi-
siongAf this Section III shall apply.

mendment of Rates
The over'.hetd rates pr_ovided ft_)r in this Section III may be a_mendgq from time ﬁo_time only by mutual agreement between .

. Practiee;

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 shal! be passed to the Joint Account
when adjustment has been received by the Operator.

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
!6\:37 be used. Freight charges for tubing will be caleulated from Lorain, Ohio and casing from Youngstown,

io.

{b) For grades which are special to one mill only, prices shall be computed at the mill base of 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.(1Xa). 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 flmsh tubular goods shall be priced at the lowest published out-of-stock price, f.0.b. Houston,
Texas, plus transportatxon cost, using Oil Field Haulers Association mterstate 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.0.b.
the supplier plus transportation costs, using the Qil 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.(1Xa) as provided above. Freight
charges shall be caleulated from Lorain, Ohio.

(b) Line pipe movements (except size 24 inch OD and larger with walls 3 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.(1)a) 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.0.b. the point of manufacture
x;)tr:urrent new published prices plus transportation cost to the railway receiving point nearest the Joint
perty.

(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 rallway receiving point nearest the Joint Property or at prices
agreed to by the Parties.

" (8) 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, a8 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.
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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. - : :

(2) Condition D

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-
p_arable_ size and weight. Used casing, tubing or drill pipe utilized as line 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. -

(3) 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 centa (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 1.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 t 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 Operitor 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 of Conducting Inventories

A. The expense of conducting periodic inventories shall not be charged to the Joint Acéount 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.




Exhibit “D” - Attached to and made a part of that certain Operating Agreement dated March 1, 1997, by
and between OXY USA Tnc., 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 the State in which operations are being conducted. The cost thereof shall be borne by the Joint Account
accordance with the 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

BY AND BETWEEN

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

» AND

("OPERATING AGREEMENT") RELATING TO THE

AREA,

1.

COUNTY, STATE OF ___

DEFINITIONS

The following definitions shail apply to this Agreement:

1.01

1.02

1.03

1.04

1.05

1.06

1.07

1.08

1.09

1.10

"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.

"Balancing Area" shall mean each well subject to the Operating Agreement that produces Gas
or i3 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 oot
commingled in the wellbore shall be considered a separate well or Balancing Area.

"Full Share of Current Production” shall mean the Percentage Interest of each Party in the
Gas actually produced from the Balancing Area during each month.

"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, condensato 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 sale or delivery from the Balancing Area.

"Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing -
Area in excess of its Pull Share of Current Production, whether pursuant to Section 3.3 or
Section 4.1 hereof.

"Mcf™ shall mean one thousand cubic feet. A cubic foot of Gas shall mean the volume of gas
contained i one cubic foot of space at a standard pressure base and at a standard temperatre
base.

"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. - . ’

"Operator” shall mean the individual or entity designated under the terms of the Operating
Agreement or, in the cvent 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.

"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 cumuiative quantity of all
Gas produced from the Balancing Area. ‘

"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 the Balancing Area.

"Party" shall mean those individuals or entities subject to this Agreement, and their respective:
heirs, successors, transferees and assigns. '
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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 bereto the terma "Percentage Interest”, "Proportionate Production Interest, and " Working
Interest Share of Production” shall be considered equivalent terms.

1.13  "Royalty" shail 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.

1.15 "Underproduction” shail mean the deficiency between the cumulative quantity of Gas taken
by & 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 If 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  Inthe event that all 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 the 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 nomination and other requirements. Operator is authorized to deliver the volumes so
mmmmtedandconﬁnmd(ifconﬁrmauonmreaned)toﬂxemn@omngpxpehne 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 the 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 madé available initially to each Underproduced Party in the proportion that its Percentage Interest in
the Balancing Area bears to the total Percentage Interests of all Underproduced Parties desiring to taks such
Gas. If all sach Gas is not taken by the Underproduced Parties, the portion not taken shall then be made
available to the other Partics 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 the 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 Maxitnum Monthly Availability; provided, however, that this Limitation shall
pot apply to the extent that it would preclude production that is required to maintain leases in effect, to protect
the producing capacity of a8 well or reservoir, to preserve correlative rights, or to maintain oil production.
"Maximum Monthly Availability” shall mean the maximum 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 allowable(s) set by the appropriate regulatory
agency, mode of operation, production facility capabilities and pipeline pressures.

3.6 In the cvent 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 bereof, Gas

- sold by Operator for a Party under the provisions hereof shall be deemed to be Gas taken for the 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 the 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 mumerator 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 1o 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 Arca shall be entitled to take gas from said Balancing Area for which it is a Non-
Consenting Party.

LS STATEMENT OF GAS BALANCES

5.1 The Operator will maintain appropriate accounting on a monthly and cumulative basis 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 will fursish 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 Party's account, (3) the difference between the volume taken by each Party
and that 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 Party 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 falled 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 the 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  Inthe 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 carlier of the plugging and abandonment of the last producing intérval in the
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 Parties 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 cach Party a Final Gas Settlement Statement detailing the quantity of Qverproduction
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 o cach Underproduced Party entitled to settiement 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 scttled by the Overproduced Party's payment.

7.4 The amount of the cash settement 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 the Underproduced Party prior to monetary settlement hereunder wxll be applied to offset
Overproduction chronologically in the order of accrual.

7.5  The values used for calculating the cash setflement under Section 7.4 will include all proceeds
received for the sale of the Gas by the Overproduced Party calculated at the 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 obfained 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 the 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 hydrocarbous, where settiement 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, the cash settflement 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 the 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 the maximum lawful rate of interest applicable to the Balancing Area
will accrue for all amounts due under Section 7.1, beginning the first day following 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 in-kind and at such rates, quantities, times
and sources as may be agreed upon by the Underproduced Party. If the Parties are unabie 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 Parties, the 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 in-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 harmiess 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 test(s) 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 shalt
be conducted in accordance with prudent operating practices only after fificen (15) day's prior written notice
to the Operator and shall last no longer than seventy-two (72) hours. '

9. OPERATING COSTS

Nothing in this 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 sales or use are in proportion to its Percentage Interest in the Balancing Area.

10. LIQUIDS

The Parties shall share proportionately in and own all liquid hydrocarbons recovered with Gas by field
equipment operated for the 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 concerning values, including but
vot 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 t0 maintain records as to the 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  Asbetween 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 the provisions of the Operating Agreement, the provisions of this Agreement shall govern.

12,2 Each Party agrees 1o defend, indemnify and hold harmiess 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 Partics harmless from ail 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 performancs of Operator's duties hersunder, 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 the Balancing Area, and thereafter until the Gas accounts between the
Parties are settled in full, and shall inure to the bénefit of and be binding upon the Parties hereto, and their
respective heirs, successors, legal representatives and assigns, if any. The Parties hereto agree to give notice
of the existence of this Agreement o0 any successor in interest of any such Party and o 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.

125 » 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 the appropriate real property or other records affecting the Balancing Area.

12.8  With respect to accounting treatment of any gas imbalances as may exist, the 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 the 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 the 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 the 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.



35-210 (10-82} ExH'BIT (1] F e

EQUAL OPPORTUNITY AND AFFIRMATIVE ACTION

During the performance of this contract, the Operator (mesning and referring separately to each party hetreto) agrees as
follows:

1.

2.

3.

[

10.

11.

NOFSRGREGATXD FACILITIES REQUIREMENT§: The provisions of this Section apply omly if the total contrsct amount
exceeds $10,000. A Cartification of Nonsegregated Pacilities, as required by 41 CFR §1-12.803-10(4)(1l) and 60-1.8,
shall be submitted prior to the award of a subcontract exceeding $10,000 which is not exempt from the provisions
of the Equal Opportunity clause. The certification may be sudaitted either for each subcontract or for all
subcontracts during a period.

EQUAL EMPLOYMENT OPPORTUNITY: . The provisions of this Section apply only if the total coatract amount exceeds
$10,000, During the performance of this contract, the Seller agrees that it will comply with all provisions of
Executive Order Mo. 11246 which is incorporated into this agreement by this referance.

EQUAL EMPLOYMENT OPPORTUMITY REPORTING REQUIREMENTS: The following applies only 1f Seller hdis 50 or more employees
and holds coatracts, asub racts ot purch orders ing to wore than $50,000: Seller will complete and file
Goverument Standard Form 100, Equal Employment Opportunity Bmployer Information Report EX0-1 {or such other form as
may have superseded it), in accordance with the i{nstructions contained therein. ’

AFFIRMATIVE ACTION COMPLIANCE PROGRAMS: ' The provisions of this Section apply only if Saller has 50 or wore
employees and holds contracts, subcontracts or purchase oxrders amounting to wore than $350,000.

(a) In compiiance with Paragraph 60-1.40, and in accordance with Sections 60~2.1 through 60-2.32 of the rules
of the Office of Pederal Contract Complisnce Prograas, 3eller shall develop & writtea affirmative sction compliance
program for esach of its astablishments. Within 120 days from the fssue date of this contract, Seiler shall maintain
a copy of separate sffirmative action compliance programs for each of its establistments.

(b) Seller shall require each of its subcontractors vho have 50 or more employees and a subcontract placed
hereunder of $50,000 or more to develop a written affirmative action compliance progras for each of {ts establish-
wents in conformsnce with the requirewents of this Section.

EMPLOYMENT OF QUALIFIED HAMDICAPPED INDIVIDUALS: The provisions of this Section apply only if the total coatract
anount exceeds 32,300. Seller agrees to couply with Section 503 of the Rehabilitation Act of 1973, Sectiom III of
the Rehabilitation Act asueadments of 1974 and 41 CFR §60-741.4 which are incorporated Into this agreement by this
referencs.

EMPLOYMENT OF VETERANS: The provisious of this Section apply only Lif the total contract amount exceeds $10,000.
Seller agrees to comply with Section 2012 of the Vietnam Era Veterans Resd justment Act of 1974, and 41 CEFR $§60-250.4
which are incorporated into this agreement by this reference.

UTILIZATION OF MINORITY BUSINESS ENTERPRISES: The provisions of this Sectfon apply only 1f the total contract
amouat exceeds » .

(a) It is the policy of the Covernsent that sinority business enterprises shall have the msximum practicable
opportunity to participate in the performwance of Government coatracts.

(b) Contractor agrees to use its best efforts to carry out this policy in the award of ite subcontrscts to the
fullest extent consistent with the efficieat performance of this contract. As used in this contract, the ters
"minority business enterprise” means a business, at least 50 percent of which ie owned by sinority group membars or,
in case of publicly owned dusinesses, at least 51 parceat of the stock of which is owned by ainofity group meambers.
For the purpose of this definition, minority group members are Negroes, Spanish-epeaking American persoas, American-
Ortentals, Aserican-Indians, American-Bskimos, and Asarican Aleuts. Contractors may rely on written tepresentatioas
by subcontractors tegarding their status as aipority business enterprises in lieu of an independent investigation.
41 CPR §1-1.1310-2(a).

UTILIZATION OF LABOR SURPLUS AREA CONMCERNS: The provisions of this Section apply only {f the total contract amocunt
exceeds 310,000,

(2) It is the policy of the Government to award contracts to labor surplus area concerns that agree to
perforn substantially in labor surplus areas, where this can be done consistent with the efffcfent performance of
the contract and at prices no higher than are obtatinable elsewhers. Contractor agrees to use its best efforts to
place its subcontracts in accordance with this policy.

(d) 1In complying with subsection (a) of this Sectlon and with subsection (b) of Section 9 of this contract
entitled "Utilization of Smsll Business Comcerus,” the Contractor in plicing hie subcontracts shall observe the
following order of preference: (1) small business concerns that are labor surplus area concerns, (2) other small
business concerus, and (3) other labor surplus area concerns.

(c){1) The term "labor surplus ares” nmeans a geographical ares identiffed by the Department of Labor as an
area of concentrated unewployment or underemployment or an ares of labor surplus.

(2) The term "labor surplus ares concern” aeans & conceran that together with its first-tier subcontractors
will perform substantially in labor surplus areas.

(3) The term “perférm substantislly in a labor surplus area” means that the costs {ncurred on account of
ing, production, or appropriats services in labor surplus arcas exceed 50 percent of the contract price.
41 Crr §1-1.805-3(a).

UTILIZATION OF SMALL BUSINESS CONCERNS: The provisions of this Section apply only if the total contract awount
exceeds $10,000.

(a) It is the policy of the Governmeat as declared by Congress that a fair proportion of the purchases and
contracts for supplies and services for the Government ba placed with small business concerns.

{b) Contractor agrees to accomplish the saximum amount of subcontracting to small business coacerns that
Contractor finds to be consistent with the efficient performance of this contract. 41 CFR §1-1.710~3(a).

APFIRMATIVE ACTION FOR DISABLED VETERANS AND VETERANS OF THE VIETMAM ERA: The provisions of this Section apply
only 1f the total contract amount éxceeds $10,000. Seller agrees to comply with Section 402 of the Vietuam Era
Vaterans Readjustwent Assistance Act of 1974 and 41 CFR §60-250.1 which are incorporsted into this agreement by
this reference. :

UTILIZATION OF WOMEN-OWNSD BUSIKESS CONCERNS: The provisions of this Section apply only if the total contract
amount exceeds §10,000.

(a) It fs the policy of the United States Governwent that women-uvwned bdusinesses shall have the maximim
practicable opportunity to psrticipste in the performance of contracts ded by any Federal Y.

(b) Contractor agrees to use its best efforts to carry out this policy in the award of subcontracts to the
fullest extent consistent with the efficlent performance of this contract. As used in this contract, a “woman-owned
business” concern means a business that is at least S1T owned by a woman or women who also control and operate {t.
"Control” in this context mesns exercising the power to make policy decisions. “Operste” in this context means
being actively involved in the day-to—day management. “Women~ mean all women business owners. Temporary Regulation
54, Appendix to 41 CYR Chapter 1. (See Executive Order 12138).




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, NNM.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-19-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-19-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”).




¢) The ownership of the Leases, insofar as the same cover Section 8, T-19-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-19-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

The ownership of the Leases, insofar as the same cover Section 9, T-19-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

Ownership of the Leases and Lands, insofar as the same cover Section 9, T-19-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:

00312500 WI
05937500 WI
.03250000 WI
.03250000 WI
43750000 WI
43500000 WI

Herbert T. Boles

Monarch Resources

Thomas M. Beall

Fuel Products, Inc.

Bold Energy, LP

Oxy USA, WTP Limited Partnership

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)

d)

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

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)
b)

c)

d)

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

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

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;

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

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

W20 R [

Joseph Castillo William B. Bledsoe, Attorney in Fact éyzg/

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 )

COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this 8 day of l m l u ,

2007, by William B. Bledsoe, as Attorney i in Fact, on behalf of OXY USA INC. as General
RSHIP, a Delaware Limited Partnership

\“ by,

fl‘v "h, ROCIO A. RODRIGUEZ

»*t Notary Public, State of Texas
o My Commission Expires
November 10, 2010

CETAMS
%"hm“‘“

otary 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, 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




