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EOG Resources, inc.
P.O. Box 2267
Midland, TX 79702

March 21, 2007 : (432) 686-3600
VIA CERTIFIED MAIL

Occidental Permian Limited Partnershlp
P.O. Box 50250

Midland, Texas 79710

Attention: Mr. David Evans

RE: Cimarron “17" State No. 1
~1650" FNL & 330" FWL
Section 17, T185, R34E, NM.P.M.
LLea County, New Mexico

Gentlemen:

In reference to the captioned well, this is EOG Resources, Inc.’s proposal to drill the
Cimarron "17” State No. 1 well as a 9500’ Bone Spring test at the above location.

Enclosed please find the find the following documentation for your review and further
handing:

Authorization of Expenditure #103725

Copy of Drilling Title Opinion prepared by the Stubbeman law ﬂrm
Joint Operating Agreement dated March 20, 2007.

Copy of approved drilling permit with plat.

Ao

It would be appreciated if you would please sign the various signature pages enclosed
relating to the Operating Agreement along with the AFE and then return same tc me
with your geological requirements.

Should you have any questions, please advise.

Very truly yours,

EOG RESOURCES, INC.

/&/uﬁfcw 145 Mv‘gz/ Oil Conservation Division
Douglas W. Hurlbut Case No. f
Land Specialist OGEmelt No

energy opportunity growth



MIDLAND _Printed: 03/21/2007
AFE No. 103725 Original
Property No.  043236-000
EOG W.L.(BCP) 75% (ACP}) 75%
EOG AFE Amt: {Drlg) $891,300
(Completion} $577,125
Total Cost $1,468,425
AFE Type : DEVELOPMENT DRILLING AFE Name : CIMARRON 17 STATE |AFE Date : 03/21/2007 Budget Year : 2007
#1 D&C
Reg. Lease No. : Prospect Name : EK TVD / MD : 9500 / 9500 Begin Date :
Location : Section 17-T18S-R34E, 1650 FNL & 330 FWL Formation : DD&A Field :
Operator : EOG RESOURCES, INC County & State : LEA NEW Field : MESCALERO ESCARPE [|Water Depth :
MEXICO :
AFE Dascription : cimarron 17 state #1 D&C ]Produci :OIL 1Days :0/0
DESCRIPTION SUB | DRILLING |COMPLETION TOTAL
ACT .
ACCESS LOCATION,ROADS & SURVEY 401 90,000 2,500 92,500
RIG MQVE 402 210,000 0 210,000
DAY WORK COST 18/2 DAYS @ $18,000 7 §18,000 404 324,000 36,000 360,000
BITS & BHA 405 75,000 0 75,000
FUEL 1872 DAYS @ $2,000752,000 406 36,000 4,000: 40,000
WATER 407 40,000 5,000 45,000
MUD & CHEMICALS 408 35,000 0 35,000
CEMENTING & SERVICE 405 40,000 45,000 85,000
PEN HOLE LOGGING & TESTING - 411 30,000 15,000 45,000
MUD LOGGING 15 DAYS @ $950 412 14,300 0 14,300
COMP-PERFORATING 413 0 10,000 10,000
COMP-STIMULATION 414 [¢] 30,000 30,000
TRANSPORTATION 418 15,000] . 15,000 30,000
DRILLING OVERHEAD 20 DAYS @ $250 416 5,000 5,000 10,000
JUIPMENT RENTAL 417 40,000 30,000 70,000
OMP-COMPLETIONTRIG 418 ) 50,000 50,000
OTHER DRILLING EXPENSE 419 25,000 20,000 45,000
ENVIRONMENTAL & SAFETY CHARGES . 421 4,000 30,000 34,000
SUPERVISION 22 DAYS @ $1,300 T 424 28,600 15,000 43,600
COMMUNTCATIONS 20 DAYS @ 3200 437 4,000 o 2,000
TUBULAR INSPECTION/HANDLING 436 25,000 Q 25,000
COMP-WIRELINE SERVICES 442 0] 5,500 5,500
DISPOSAL COSTS 447 40,000 0 40,000
TLE OPINION-DRILTT SITE 453 10,000 0 10,000
TOTAL INTANGIBLES $1,090,900 $318,000 $1,408,900
UOM QTY SIZE GRADE RATE
SURFACE CASING FEET 500 1 14»%4" H-40 STC 31.00 102 15,500 i} 15,500
INTERMEDIATE CASING FEET | 3,200 [8-5/8"32%#] J-55TIC 2000 T 103 64,000 0 64,000
COMP-PRODUCTION CASING FEET | 9,500 [5-1/2" 174] N-80LTC 15,00 104 0 142,500 142,500
MP-TUBING FEET T 9,000 2.875 L80 6.00 106 0 54,000 54,000
WELLHEAD EQUIPMENT 107 18,000 12,000 30,000
COMP-TANKS 108 0 20,000 20,000
COMP-FLOW LINES 109 0] 3,500 3,500
MP-VALVES & FITTINGS 110 9] 25,000 25,000
COMF-RCDS 117 0 28,000 28,000
COMP-PUMP EQUIPMENT-SURFACE 112 0 100,000 100,000
COMP-PUMP EQUIP/SUBSURFACE 113 0 8,000 8.000
COMP-HEATER, TREATER,SEPARATOR 115 0 18,500 18,500
COMP-METERING EQUIPMENT 118 0 15,000 15,000
{COMP-CONSTRUCTION COST 122 a 25,000 25,000
TOTAL TANGIBLES $97,500 $451,500 $549,000
v TOTAL COST[ $1,788,400) $769.500 __ $1,957,900,
B Date / By Date
' ded 2 Gt 3fz1/d
By Date By Date
JOINT OPERATOR APPROVAL
Firm By Title Date
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"SENDER:'COMPLETE THIS SECTION

W Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.

& Print your name and address on the reverse
so that we can return the card to you.

™ Attach this card to the back of the mailpiece,
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| *COMPLETE THIS SECTION ON-DELIVER

A . !
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] 4 ’ j [ Addressee !
B. Received by { Printed Name) " | . Date of Delivery }
™Mud Bvans 32907 .

D. s delivery address difterent from item 17 L1 Yes
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t Occidemal Permian Limited Parinership
~ Q. Box 50250

" Midland, Texas 79710

- Auention: Mr. David Evans
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4, Restricted Delivery? (Extra Fee) O Yes {

" 2. Anticle NU
(Transfer f.

7002 3150 0005 0509 5749

N |

+ PS Form 3811, August 2001

i

Domestic Return Receipt

102595-02-M-1540
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Vo C- 101
Pl 't co
1625 N, Pranch Dr., Hobbs, NM 82340 State of New Mexd . | Pamp s
P (AR WAL PcCONINON  Prergy, Minevals and Natuwal Resomrces
Qil Consexvation Division

1220 8. St Francis Dr.
Santa Fe, NM 87508

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

1. Opweizr Naze d Adionss’ 1. OORID Numbar
BOG RESOURCES INC 377
PO. B?xm’ 3. API Rauhr
! .
4. Propazy Code . 5. Propaty Hems €. Wil Ne.
36385 CIMARRON 17 STATE o001

1, Sarfoce Location

OL.lt | Swtim | Towdp | Rep | Lotlin | PePum | WL | PetPoom | DWLew " Coxty
E 17 185 34E E 1650 N 0 w LEA
! 8. Pool Infoymoation
[MESCALERO ESCARPEBONE SPRING I 45793
Addidoual Well Infoy
9. Wedk Tops 10. Wt Type 11, CobinRotary 17. Lose Type 13, Oround Levn! Mavation
Now Wall on Stats a7
16, Skl 15. Progooed D 15. Ponion 1f. Conwractec 1. St Dta
N 9500 224 Bope Spring Casbonats
Dagpth ts Coound weker Disterwce kown nsacait fads wates well Dietas to It s wite
110 > 1000 > 1000
; Liner o W 13 @ tdk  Chyl PR Vedape: 10200 tby Driding Mathod:
| ol Loop Sl Where X Brina r r

19. Pyoposed Casing nnd Cement ram

Type | HolSts | Carirg Type | Cosicg Wright | SeftingDapth | SechsofComent | Estimatsd TOC
Suf | 14375 1175 a sa s 0

Il 1T 3625 o 00 75 0

Prod | 1875 33 7 9500 %00

Casing/Cement Program: Additionnd Comtvents

Mmsm-wmmummmmmm,

Proposed Blowout Prevention Program
[ Type’ | Working Presews Tost Prezee I Manuiy ]
[ DodbbRam | 300 3000 ] ]
d?mu:h?hmmbmdwubm OIL CONSERVATIONDIVISION

[E Praciar cetily fhest e dciliing it wil be fing o
MQ“%;NMF.(-MM
|OCD-sogoered plon | .

Approved By: Poul Kautx
Printed Newe: Elctiunically fild by Doty Ghmion Tithe: Owokogst

Title: S1. Loaso Opemtions Rep Approved Date: Y152007 | Expiration Dels: 301572008

Exoail Address: domy com

Date: 3142007 [ Phone: £32-686.3642 Conditions of Approval Attached




New Mexico. Double Horseshoe Reserve Pit Design

20'

150° 90’

30° 40’ 10

4

165’

Approximate Inside Reserve Volume: 4500 bbls
Approximate Outside Reserve Volume: 5800 bbls

A 4




D]

1625 H. Prench L., Hobbe, KM 8340

Phore:(505) 3938181 Pre(308) 1-0720
T

1301 W, Doed Ao, , Actarta, KO 90210
Phane:(545) T43-183 Frox3s) HE$720
Diia

1000 Ric Bramos R4, Astac, YW 07410
Phone {305) 346118 Fea(s05) 344170

Disig IV

LX 5. X Ponck I, feta N, HM 87508°

Phon (505) $76- 3470 INc(505) $76-3463

State of New Mexico

Energy, Minerals and Natmal Resonrces
Ofl Conservation Division
1220 S. St Francis Dr.,
Santa Fe, NM 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

1. AP Howde 2. Pool Code 3. Pool Hun
30025-38347 457193 MESCALERO ESCARPE,RBONE SPRING
4. Proparty Code 3. Dacpaty Hew 4. Wl Ho.
36385 CIMARRON {7STATE an
1. OGRID Mo. 8. Operatar Hams 9. Deontkn
nn EOCG RESOURCES INC 4710
10. Surface Location
UL-La Sactioh Towsdy Rgx p7.S Tt Fromn. WS Liw ™ From T'W Lis Comty
E 17 185 34 ’ 1650 N 330 w LEA
11. Bottoan Hole Location If Differens From Surface
m-u[m]rm[mlmu,lmmimmlmm mun[ Costy
12, Dedicatad Acres 13. Joit, o 2R 14. Cancalidation Code L3 fcder Mo,
000

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN
CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION
Theredy cartlh) that D Dyfermation cordaind hureta is
true and conplate 0 B dest of mpy kmowladps and bakigf
and that Bis or panization eher owns a working ixterest
or unlsased mineral belerest iy the land inchiding the
proposed botsown hole bocation(s) or has « right fo drill
this wall Gl £his Location par suant 0 @ contract with an
ownar of such a mteeral or working tderest or ¥ @
volhmtory pooling agréexent or a compulsory pooking
crder haratofore antered by the division.

E-Sigred By: Donng Glamon
Titke: Sr. Laase Opetations Rep
Date: 3142007

SURVEYOR CERTIFICATION

Fharsby carfify that the well location shown on Biis plof
was plotted from fuld notas of ackre] survays mods by
on o7 under wp SuPeYVISKn, and that the sama is trus
and corract to the bast of 1y bebief.

Swveyi By: Terry Assl

Dats of Smvey:  306/2007

Castificats Nonber: 15079

Form C-102
Pemik 48052




Permit Conditions of Approval
Operator: EOG RESOURCES INC |, 7377
Well:  CIMARRON 17 STATE #001
APL  30-025-38347

OCP Conditlon

Reviewasr

kautz Pit bunstruction and olosura must satlsty ait requizemants of yaul 4ppmaved plan, 0.C.D, Aule 1Q.15.2.50,
and ihe Pit and Bxicw Grade Tank Guldelines




District

1625 N. French Or.
District #

1301 W. Grand Avenue, Artesio, NM 88210
District W

1000 Rio Brozos Rd., Aztec, NM 87410
District v

1220 S. SL Froncis Or., Santa Fe, NW 87505

Hobbs, NM B3240 :
Energy,

State of New Mexico

Jnerals & Notural Resources Depcrtmy <
OiL CONSERVATION DIVISION
1220 South St. Francis Dr.

Santa Fe, NM 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

Form €402
Revised October 12, 2005

Submit to Appropriate District Office

State Lease~4 Copies
Fee Lease~3 Copies

-3 AMENDED REPQRT

AP} Number Paot Code Pool Name
Property Code Property Nome Well Number
) CIMARRON 17 STATE 1
OGRID No. Operator Nome Blevation
EOG RESOURCES, INC, 2070 |
Surface Location '
UL or fot no.|Section Township Range Lot Idn | Feel from the [ North/South line | Feet from the East/West fine County
E 17 | 18 SOUTH 34 EAST, NM.P.M 1650° NORTH 3530° WEST LEA
: Bottom Hole Location If Different From Surface
UL or lot no. Sec\IET Township —? Range Lot ldn] Feet from thiliorth/Suu(h Iine’ Feet from the | Cost/West fine J County
Dedicated Acres donl or infill Consolidation Code Onder No.

l

division.

No allowable will be assigned to this completion until ail interests have been consolidated or a non-standard unit hos been approved by the

1650"

NEW MD(ICO Eﬁf
NAD

Y—637 5.5
X=728854.0
AT N 327503374
LONG.: W 103.5896157

OPERATOR CERTIFICATION

! hereby certify that the information
contagined herein is true ond complete
to the best of my knowledge and
belief, and that this organization
either owns o working interest- or
unleased mineral interest in the land
including the proposed boltom hole
location or has a right to drill this
wail at this location pursuvant to @
contract with an owner of such a
minerol or working interest, or to o
voluntary pooling ogreement or a
compulsory pooling ordéer heretofore
entered by the division.

Signature Date

Printed Nome

SURVEYOR CERTIFICATION

! hereby certify thot.tha.well Jocolion
shown on thigplatswos| plo}\‘ed from
field notes ac\tunl stirve, _.u e by

M " %0
Date of \
Signaturs rs‘d )qul of e
Professiona. Qyof g

Certin'cgé Number

3/ /2557
15079
Wo# 070306WL (L)




A.A.P.L. FORM 610 - 1989

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED
March 20 , 2007,
Yenr

OPERATOR _EOG RESOURCES, INC,

CONTRACT AREA _SW/4 NW/4 SECTION 17, T-18-S, R-34-E, NM.P.M

Limited to depths below the base of the Queen formation to the base of the Bone Spring formation

,STATE OF NEW MEXICO

COUNTY ORPARISH-OF LEA

COPYRIGHT 1989 - ALL RIGHTS RESERVED
AMERICAN  ASSOCIATION OF PETROLEUM
LANOMEN, 4100 POSSIL CREEK  BLVYD.

FORT WORTII, TEXAS, 76127, APPROVED FORM.

AAPLNO. 610 -1989

SCANNED



A AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

Article
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TABLE OF CONTENTS
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B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION: ......oooooooo oot 2
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TITLES oo, e .

A. TITLE EXAMINATION: ......
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between ___£0G Resaurces, Inc.
hereinafler designated and referred 0 as “Operator,” and the signatory parly or parties other than Operator, sometimes
hereinafter referred to individually as “Non-Operator,” and collectively as “Non-Opcrators.”

WITNESSETH: |

WHEREAS, he partics o this agreement arc owners of Oil atd Cas Leases and/or Qi and Gas Interests in the fand
identified in Exhibit A" and the parties hereto have reached an agreement io explore and develop these Leases and/or Oil
and Gas Inlerests for the production of Oil and Gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to then:

A. The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of
estimaling the costs 1o be incurred in conducting an operation hereunder.

B. The termi "Completion™ or "Complete” shall mean a single operation intended to complete a well as a praducer of Oil
and Gas in one or more Zones, including, but not limited 10, the setting of production casing, perlorating, well stimulation
and production lesting conducted in such operation,

C. 'The term "Contract Area” shall mean all of the lands, Oil and Gas l.eases and/or Qi} and Gas Interests intended to be
developed and operated for Ol and Gas purposes under this agreement.  Such lands, Oif and Gas Leases and Oil and Gas
Interests are described in Exhibit "A." .

D. The term "Deepen” shall mean a single operation whereby a well is drilled to an objeclive Zone below the deepest
Zone in which the well was previously drilled, or below the Decpest Zone proposed in the associaled AFE, whichever is the
lesser.

E. The tenms "Drilling Party” and “Canseating Party" shall mean a party who agrees to join in and pay its share of the
cost of any operation conducted under the provisions of this agreement.

F. The term "Drilling Unit” shall mean the area fixed for the drilling -of one well by order or rule of any state or federal
body having aulhority. {2 Drilling Unil is not fixed by any such rule or order, a Drilling Unit shall be the drilling unit as
established by the pattern of drilling in the Contract Area unless fixed by express agreernent of the Drilling Parties.

G. The term "Dritisite” shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is 10 be
located.

H. The term “Initial Well* shall mean the well required 1o be drilled by the parties hereto as provided in Article VI.A.

1. The term "Non-Consent Well” shall mean a well in which less than all parties have conducled an operation as
provided in Article VI.B.2.

I The terms "Non-Drilling Party” and "Non-Consenting Parly” shall mean a party who clects not to parlicipaic in a
proposced operation.

K. 7The term "Oil and Gas” shall mean oil, gas, casinghcad gas, gas condensate, and/or all other liquid or gaseous
hydvocarbons and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is
specifically staled.

L. The term “Oil and Gas Interests™ or "laterests” shall mean unleased fee and mineral interests in Oil and Gas in (racts
of land lying within the Contract Area which are owned by parties 1o Lhis agreement.

M. The terms "Oil and Gas Lease,” "l.ease” and “leasehold" shall mean the ail and gas leases or inlerests therein
covering tracts of land lying within the Contract Arca which are owned by the parties to this agreement.

N.  The term "Plug Back" shall mean a single operation wherchby a deeper Zone s abaudoned in arder o atiempl a
Completion in a shallower Zone.

O. The term "Recompletion” or "Recamplete” shall mean an operation whercby a Completion in ane Zone is abandoned
in order to attempt a Completion in a different Zone within the existing wellbore,

P. The termy “Rework" shall mecan an operation conducted in the wellbore of a well afier it is’Completed o secure,
restore, or improve production in a Zone which is cumently open to production in the wellbore.  Such operations nclude, hut
are not liwited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking,
Decpening, Completing, Recomplefing, or Plugging f3ack of a well.

Q. The term "Sidetrack” shall mean the directional control and intentional deviation of a well from vertical so as 1o
change the bottom hole location unless done (o straighlen the hole or drili around jusk in the hole (6 overcome other
mechanical difficulties.

R. The term "Zone” shall mean a stratum of earth containing oc thought o contsin a conunon accumulation of Oil and
Gias separaiely producible from any other common accumulation of Qil and Gas.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the word “person” includes
natural and antificial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neuter.

ARTICLE 1L
EXHIBITS
The following exhibits, us indicated below and attached hereto, are incorporated in and made a part hereof:
X A, Exhibit "A," shall include the follawing information:
(1) Description of lands subject 10 this agreement,
(2) Restrictions, if eny, s 10 depths, formations, or subslances,
(3) Partics Lo dgreement with addresses and telephone numbers {or notiee purposes,
(4) Percentages or fractional interests of parfies to this agreement,
(5) Ol and Gas Leases andor Cil and Gas [nterests subject 10 this agreement,
(6) Burdens on production.
—————B—Exhibit B Forpr-ed-hease:
X C. Exhibit "C," Accounting Procedure.
X D. Exhibit "D," Insurance.
__X__ E  Exhibit “E,” Gas Balancing Agreenent.
X F. Exhibit “F.” Nan-Discrimnination and Certification of Non-Scgregated Facilities.
G Exhibr G Vax Part hip-

X . Other: __ Model Form Recording Supplement (o Operating Age¢emen( and Financing Statement.

.
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{f any provision of any exhihit, except Exhibits "E," "F" and "G," is inconsistent with any provision contained in
the body of this agreenient, the provisions in the body of this agreement shall prevail.
ARTICLE IILL
INTERESTS OF PARTIES
A. Oiland 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 hercof as if it were covered by the form of Oil and Gas Lease auached hereio as Exhibit "B,”
and the owner thercof shall be deemed to own both royalty interest in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisidns, all costs and Habilities incurted in operations under this agreement shall be bome
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the partics as their
interests are set forth in Exhibit "A In the same manner, the parties shall also own all production of Oil and Gas from the
Contract Area subject, however, to the payment of royalties and other burdens on production as described hereafter.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royaity or other
burdens may be payable und except as otherwise expressly provided in this agrecment, cach party shall pay or deliver, ar
cause tn be paid or delivered, all burdens an its share of the production from the Contract Area up to, but nat in cxcess of]
1/8th and shalt indemnify, defend and hold the other parties free from any fiability therefor.

Except as otherwise cxpressly provided in this agreement, i any parly has contributed hereto any lLease or Interest which is
burdened wilh any royalty, overriding royalty, production payment or other burden on production in excess of the amounts
stipulated above, such party so burdened shall assume and alone bear all such cxcess obligations and shall indemnify, defend
and hold the other parties hereto harmless from any and all claims attributable to such excess burden. However, so long as
the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, or cause (o
be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s)
which such party has conuibuted to this agreerment, and shall’ indermmify, defend and hold the other partics ivec from any
liability therefor.

No party shall ever be responsibie, on a price basis higher than the price received by such party, to any other party’s
lessor or royalty owner, and if such other party’s lessor or royalty owner should demand and reccive selilement on a higher
price basis, the party contributing the affected Lease shall bear the additional royally burden atiributuble to such higher price.

Nothing contained in this Article 1L.B. shall be deemed an assignment or cross-assignmeni of interests covered hercby,
and in the event two or more parties contribute (0 this agreement jointly owned Leusses, the parties’ undivided interests in
said Leaseholds shall be decmed separate leasehold! interests for the purposes of this agreement.

C. Subsequently Created Interests: )

If any party has contribuled herelo a Lease or Interest thal is burdened with an assignment of production given as security
for the payment of maoney, or il, aller the date of this agreement, any party creates an overriding royalty, production
payment, net profits nterest, assignment of production or other burden payable out of production attributable to its warking
interest hereunder, such burden shall be deemed a "Subsequently Created Interest”  Further, if any party has contributed
hereto a Lease or [ntcrest burdened with an overriding royalty, production payment, net profils inlerests, or other burden
payable out of production created prior to the date of this agreement, and such burden is not shown on Exhibit "A)" such
burden also shall be deemed a Subsequently Crealed Interest to the extent such burden causes Ihe burdens vn such parly's
Lease or Interest 1o exceed the amount stipulated in Article 11113, above.

The party whose inlerest is burdened with the Subsegquently Created Jaterest (the "Burdened Parly") shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemaify, defend and hold hanmless the other
partics from and against any fability therefor.  Further, 1f the Burdened Party fails to pay, when due. its share of expenscs
chargeable hereunder, all provisions of Article VILB. shall be enforceable against the Subscquently Crealed Inlerest in the
same manner as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
uader this agreement to assign or relinquish to any other party, or parties, Wl or a posdon of its working interest andfor the
production autributable thereto, said other party, or parties, shall receive said assignment and/or producliunbl‘rcc and clear of
said Subscquently Created Interest, and the Burdened Party shall indemaily, defend and hold harmless said other party, or
partics, {rom any and al) claims and demands for payment asserted by owners of the Subsequently Crealed Interest.

ARTICLE IV,
TITLES
A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to cormmencement of drilling operations and,

i @ majority in interest of the Drilling Parties so request or Operator so elects, ttle examination shall be made on the entire

Drilling Unit, or maximum anucipaied Drilling Unit, of the well The opinion will include the ownership ol the working
interest, minerals, royalty, overnding royaity and production payments under the applicable fcascs. Each party contributing
Leases and/or Oil and Guas Inlerests 10 be included in the Drillsite or Drilling Unit, if' appropriate, shall furnish to Operator

all abstracls (including federal lease status reports), title opiniens, title papers und curative material in its possession free of
charge. ANl such information not in the possession of or made available to Operator by the parties, but necessary for (he
examination of the tille, shall be obtained by Opcrator. Operator shall cause title w be examined by atlomeys on its staff or
by oulside autorneys. Capies of all title opinions shall be fumished to each Drilling Party. Costs incurred by Operator in
procuring abstracts, fees paid outside attormeys for title examination (including preliminary, supplemental, shut-in royally
opinions and division order title opinions) and other direct charges- as provided in Cxhibil “C" shall be bome by the Drilling
Parties in the proportion that the interest of cach Drilling Parly bears to the total interest of ull Drilling Parties as such
interests appear in Exhibit "A."  Operator shall make na charge for seevices readered by its s@ff attormeys or ather persannel
in the performance of the above functions.

Fach party shall be responsible for securing curative muatter and pooling amendmenls or agreements rcquircd. n
conncction with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation
and recording of pooling designations or declaralions and communitization agreements as wel as the conduct of hearings
before governmental agencies for the securing of spacing o pooling orders or sny other orders nccessury or appropriale to
the conduct of operations hereunder.  This shall not prevent any parly from appearing on its own behall at such hearings
Costs incurred by Operator, including fees paid 10 outside aworneys, which are associated with hearings before povemnmental
agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct

charges to the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C."

_2.
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Operator shall make no charge for services rendered by its staff attomeys or cther personnel in the performance of the above
functions.

No well shall he drilled on the Contract Area until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has
been cxamined 2s above provided, and (2) the title has been approved by the cxamining atlomey or title has been accepled by
all of the Drilling Parties in such well.

B. L.oss or Failure of Title:

1. Failure of Title: Should any Qil and Gas Interest or Oil and Gas Lease be lost through failure of title, which resulis in a
reduction of interest from that shown on FExhibit "A"-the party credited with contributing the affected Lease or Interest
(including, if applicable, a successor in interest to such party) shall have ninety (90) days fram final determination of title

“failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisition will not be subject

10 Article VIILB.,, and failing to do so, this agreement, nevertheless, shall continuc in force as 1o all remaining Oil and Gas
Leases and Interests; and,

(a) The party credited with contributing the Oil and Gas Lease oc Interest aftected by the title failure {including, if
applicable, a successor in interest (0 such party) shall bear alonc the entirc loss and it shall not be entitled to recover from
Operator or the other pantics any development or operating costs which it may bave previously paid or incurred, but these
shatl be no additional liability an its part to Ihe other parties hereto by reason of such title failure; :

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the
Lease or Interest which has failed, but ihe interests ol the parties contained on Exhibit “A™ shall be revised on an acreage
basis, as of the time it is determined finally that tidde failure- has occurred, so that the interest of the party whose Lease or
Interest is affected by the title failure will thereafier be reduced in the Cantract Area by the amount of the Lease or Interest failed;

(¢) If the proportionate interest of the other parties hereto in 6ny producing well previously drilled on the Centract
Area is increased by reason of the title failure, the party who bore the costs incurred in connection with such well attributable
to the Lease or Interest which has failed shall receive the proceeds aliributable to the increase in such interest (less costs and
burdens attributable thercto) until it has been reimbursed for unrecovered costs paid by it in connection with such well
autributable to such failed Lease ar Interest;

(d) $hould any person not a party to this agreement, who is determined to be the owner of any [ease or Interest
which has failed, pay in any manncr any part’ of the cosl of aperation, development, or equipment, such amount shall be paid
to the party or parties who bare the costs which are so refunded;

(¢) Any lisbility (o account 10 a person nol a party 1o this agreement for prior production of Oil and Gas which arises
by reason of title failure shall be bome severally by each party (including a predecessor to a cument party) who received
production for which such accounting is required based on the amount of such production reccived, and cach such party shall
severally indenmify, delend and hold harmiess a1l other parties hereto for any such lisbility to account;

{f) No charge shall be made to the joint account for legal expenses, fees or salaries in connection with (he defense of
the Lease or Interest claimed 1o have failed, but if the party contributing such Lease or Interest hereto elects to defend its tithe
it shalt bear all expenses in connection therewith: and ’

(g) If any party is given credit on Lxhibit "A” to a Lease or Intercst which is limited sofely 1o ownership of an
interest in the wellbore of any well or wells and the production therefrom, such parly's absence of interest in the remainder
of the Contract Area shall be considered a Tailure of Title as to such remaining Conlract Arca unless that absence of interest
is reflected on Exhibit "A."

2. Loss by Non-Payment or Grroneoys Payment of Amount Due: I, through mistake or oversight, any rental, shut-in well
payment, minimum royalty or royalty payment, or other paymen! necessury to maintain all or a portion of an Oil and Gas

Lease or interest is not paid or is erroneobsly paid, and as a result a Lease or Inferest terminates, there shall be no monetary
liability against the parly who failed to make such payment.  Unless the party who failed to make the required payment
secures @ new Lease or Interest cavering the same interest within ninety (90) days from the discovery of the failure to make
proper payment, which acquisition will not be subject 10 Articic VILB., the inlerests of the partics reflected on Exhibit A"
shall be revised on an acreage basis, effective as of the date of termination of the Lease or Interest involved, and the parly
whe failed (o make proper payment will no longer be credited with an interest in the Contract Area on account of ownership
of the Lease or Interest which has lerminated.  IF the party who failed to make the required payment shall not have heen fully
reimbursed, at the time of the loss, Irom the proceeds of the sale of Oil and Gas altributable to the fost Lease or Interest,
calculated on an acrcage basis, for the development and operaling costs previousty paid on account of such Lease or Interest,
it shall be reimbursed for unrccovered actual costs previously paid by it (but not for its sharc of the cost of any dry hole
previously drilled or wells previously abandoned) from so much of the fallawing as is necessary to eftect reimbursement:

{a) Procecds of.Qil and Gas produced pnor to termination of the Lease or Interest, tess operating expenses and lease
burdens chargeable hereunder (o the person who tailed to make payment, previously acerued to the credit of the lost lLease or
Interest, on an acreage basis, up tw the amoeunt of unrecovered costs,

(b) Proceeds of Oil and Gas, less aperating expenscs and lease burdens chargeable hereunder to the person who failad
w0 make payment, up to the amount of unrecovered costs attributable to thal portion of Oil and Gas thereafter produced and
markcled (excluding production from any wells thereafter drilled) which, in the ebsence of such Lease or Interest termination,
would be allribntuble 1o the lost Lcase or Inierest on an acreage basis and which as a result of such Lease or Interest
termination is credited to other parties, the procceds of said portion of the Oil and Gas to be contributed by the other parties
in proportion to their respective interests reflected on Exhibit "A"; and.

{c) Ay monies, up 10 the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner
of the Lease or Interest losy, for the privilege of participating in the Contract Area or becoming a party 1o this agreement.

3. Qther Losses: All losses of Leases or Interests committed to this agreement, other than those set forth in Articles
IV.B.l. and IV.B.2. ghove, shall be joint losses and shall be bome by all parties in proportion to their interests shown an
Exhibit "A."  This shall include but not be hmited to the loss of any Lease or Interest through failure to develop or because
express or implied covenants have not been performed (other than performance which requires only the payment of money),
and the loss of any lease by cxpiration at the end of its primary terent if it is aot renewed or extended.  ‘There shall be no
readjustment of interests i the rc.mainlng portion of the Contract Area on account of any joinl loss.

4. Curing Tide: In the event of a Failure of Title under Article IV.B.I. or a loss ol title under Arlicle 1V.13.2. ahove, any
Lease or Intercst acquired by any party hereta (other than the party whose interest has failed or was lost) during the ninety
(90) day period provided by Article [V.B.l. and Article 1V.B.2. above covering all or a portion of the interest that has failed
or was fost shall be offered at cost to the party whose interes! has failed or was lest, and thc provisions of Anicle ViiLg.

shall not apply to such acquisition.
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:

EOG Resources, Ing. shall be the Operator of the Contract Area, and shall conduct
and direct and have full control of ail operations on the Contract Area as permitted and required by, and within the lmits of
this agreement. o its performance of services hereunder for the Non-Operators, Operator shall be an independent contractor
not subject to the control or direction of the Non-Operalors except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agreement. Operalor shall not be deemed, or hold itself out as, the agent of the

Non-Operators  with authority to bind them (o any obligation or liability assumed or incurred by Opcralor as to any third
party. Opcrator shall conduct its acuivitics under this agreement as a reasonabie prudent operator, in a good and workmanlike
manncr,. with due diligence and dispatch, in accordance with good oilfictd practice, and in compliance with applicable law and
regulatian, but in no event shall it have any liability as Operator 1o the other parties for losses sustained or liabilities incurred

- except such-as may result {rom gross negligence or willful miscenduct.

B. Rusignation or Removal of Operatur and Selection of Specessor:

1. Resigmation_or Removal of Operator; Operator may resign 4t any time by giving writlen notice thereol to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Coniract Area, or is no longer capable of
serving as Operator, Operator shall be deemwed 1o have resigned without any action by Non-Operators, except the selection of a
successor.  Operator may be removed only for good causc by the affirmative vote of Non-Operators owning a majority interest
based on ownership as shown on Exhibit "A" remaining after excluding the voting intcrest of Operator; such vote shall not be
deemed effective until a wrilten notice has been delivered to the Operator by a Non-Operator detailing the alleged default and
Operator has failed 10 cure the default within thirty (30) days from its receipt of the notice or, if the defauht concerns an
operation then being conducted, within forty-cight (48) hours of its receipt of the notice.  For purposes hereof, "good cause” shall
mean not only gross negligence or willful misconduct but also the material breach of or inability to meet the standards of
operation contained in Articie V.A. or material faifure or inability to perfarm its obligations under this agreement.

Subject to Article VII.D.1., such resignation or removal shall not become effective untii 7:00 o'clock AM. on the first
day of the caiendar month following the expiration of ninety (90) days afer the giving of notice of resignalion by Operator
or action by the Non-Opcrators to remove Operator, unless a successor Opcrator has been selected and assumes the duties of
Operator at un earlier date. Operator, afler cffective date of resignation or removal, shall be bound by, the terms hereof as a
Nop-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single
subsidiary, parent or successor corporation shall nat be the basis for removal of Operatar

2. Selection of Suceessor Operator; Upon the resignation or removal of QOperator under any provision of this agreement, a
successor Operator shall be selected by the partics.  The successor Operator shall be sclected from the parties owning an
interest in the Contract Arca at the time such successor Operator is selecied.  The successor Operator shall be selected by the
affirmative vole of two (2) or more parties owning a majorily intcrest based on ownership as shown on Exhibit "A";
provided, however, if an Operator which has been removed or is dr;cmed to have resigned fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of the party or parlies owning a majority
Interest based on ownership as shown on Exhibit "A“ remaining afler exciuding the vating interest of the Operator that was
removed or tesigned.  The former Operator shall promptly deliver 1o the successor Operalor all records and dalz relating fo
the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operator.  Any cost of obwining or copying the former Operator's records and data shall be charged 1o the joint
account.

3. CGlleey ot Bankeupley: 1f Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned  without any action by Non-Operators, cxcepl the scl_cc\inn of a successor. If a petition for relief under the fcderal
bankruptey laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all
Non-Operators and Operator shall comprise an interim operating commitice to serve until Operalor has clecled to reject or
assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator as a debtor in
posscssion, or by a trustec in bankruplcy, shall be deemed a resignation as Operator without any action by Non-Operators,
except the selection of a successor.  During the period of iime the operating committee controls operations, all actions shall
require the approval of two (2) or more pafties owning a mgjority interest bused on owmership as shown on Exhibit "A™  in
the event there are only two (2) parties to this agreement, during the period of time the operaling committee controls
operations, a third parly acceptable to Operator, Non-Operator and the federal bankrupley court shall be selected us a
member of the operating committee, and all actions shall require the approval of two (2) members of the operating
committee without regard for their interest in the Contract Arca based on xhibit "AL"

C. Employcees and Contractors:

The number of employees or contractors used by Operator in canducting operations hereunder, their selection, and the
hours of dlabor and the compensation for services performed shall be determined Operator, and ail such employees or
contractors shall be the employces or Contractors of Operator.

D. Rights and Duties of Operator:

1 Competitive Rates and Use of Affitiates; All wells drilled on the Contract Arca shall be drilled on a competitive
contract basis at the usual rates prevailing in the area.  )f it so desites, Operaler may employ its own tools and equipmeént in
the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the arca and the rate of such charges
shall be agreed upon by the parties in writing before drilling operations are commenced, and such work shall be performed by
Operator under the sume terms and conditions as are customary and usual in the area in contracts of independent contractors
who are doing work of a similar natre.  All work performed or materials supplied by affiliates or related parties of Operatar
shall be performed or supplied at competitive rates, pursuant lo written agreement, and in accordance with customs and
standards prevailing in the industry. .

2. Discharge of Joint Accoynt Obligations; Except as herein otherwise specifically provided, Operator shall promptly pay

and discharge expenses incurred i the development and operation of the Contract Area pursuant to this agreement and shall
charge cach of the parties hereto with their respective proportionate shares upon the expense basis provided in Cxhibit “C."
Operator shall keep an accurate record of the joint account hereunder, showing expenses incuited and charges and credils
made and received. ) ’

3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts
of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, 10 or in
respect of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from
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liens and encumbrances resulting thercfrom except for those resulting [rom u bona fide dispute as to- services rendered or
materials supplied.

4, Custody ol Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced
or paid to the Operator, cither for the conduct of operations hercunder or as a result of the sale of production from the
Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until
used for Iheir intended pumose or otherwise delivered to the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be construed ta establish a fiduciary relationship between Operatar
and Non-Operators for any purpose other than o account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shall require the maintenance by Operator of separate uccounts for the funds of Non-Operators unfess the
partics otherwise specifically agree.

5. Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator
ar its duly authorized representative, at the Non-Opevator's sobe risk and cost, full and free access at all reasonable times 10
all aperations of every kind and character being conducted for the joint account on the Contract Area and to the records of -
operations conducted therean or production therelrom, including Operator's books and records relating thereto.  Such access
rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate
Operator o fumnish any geologic or geophysical dala of an interpretive nature unless the cost of preparation of such
inerpretive data was charged to the joint account.  Onerator will furnish 10 each Non-Operator upon request copies of any
and all reports and information obtained hy Operator in connection with production and related iterns, including, without
limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge rcports, but excluding
purchase contracts and pricing information to the extent not applicable 10 the production of the Non-Operator seeking the
information.  Any audit of Opcrators records relating to amounts expended and the appropriatencss of such expenditures
shall be conducted in accordance with the audit protocol specified in Exhibit "C."

6. Eiling_and Fumnishing Govermnmental Reports; Operator will fife, and upon written request prompily furnish Coplcs w0
cach requesting Nen-Operator not in default of its payment obligations, all opcrational notices, reports or dpphcauons
required to be filed by local, State, Federal or (ndian agencies or authorities- having jurisdiction over operations hereunder.
Lach Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such {ilings.

7. Prilling and Testing Operations: The following provisions shall apply to each well drilled hereunder, including but not
limited to the Initial Well:

(a) Operator will promplly advise Non-Operators of the date on which the well is spudded, or the date on which
drilling operations are commenced.

(b) Operatar will send 1 Non-Operators such reports, test results and notices regarding the progress of aperations on the well
a5 the Non-Operators shall reasonably request, including, but not limited 1o, daily drilling reports, completion reports, and well logs.

(c) Operator shall adequately test al] Zones encountered which may reasonably be expected to be capable of producing
Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or ceres or tesis conducted
bereunder.

8. Cost Estimates: Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs
incurred for the joint account al reasonable intervals during the conduct of any operation pursusnt (o this agreement.
Operator shall not be held Table for errors in such estimates so long as the estimates are made in good faith

9. Jpgurance: At all nmes while operations are conducted hereunder, Operator shall comply with the workers

compensation law of the state where the operations are being conducted; provided, however, that Operator may be a self-
insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall
be as provided in Exhibit "C.” Operator shall aiso carry or provide insurance for the benefit of the jeint account of the parties
as outlined in Exhibit "D” autachcd hereto and mude a part hereof.  Operator shall require all contractors engaged in work on
ar for the Contract Area (o comply with the workers compensation law of the state where the operations are being conducted
and 10 maintain such other insurance as Operator may reguire.

In the event autormwbile liability insurance is specified in said Exhibit “D," or subsequently receives the approval ol the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's aulomotive
egquipment.

ARTICLE V1.
DRILLING AND DEVELOPMENT
AL Initiz) Well:

On or betore the __1st ___day ol ing ,_ 2007, Operator shall commence the drilling of the Initial

Well at the following location:

At a legal location in the SW/4 NW/4 of Section 17, TI8, R34E, Lea County, NM

and shali thereafter continue the drifting of the well with due diligence to o depth sufficient to adequately penctrate and test the
Bone Spring formation.

The drilling of the Initial Well and the panicipation therein by all parties is obligatory, subject to Article VI.C.1. us 1o participation
in Completion operations and Article VI.F. as to termination of operations and Article X1 as to occurrence af force majeure.
8. Subsequent Operations:

1. Proposed Qperations: 1€ any party hereto should desire to drill any weli on the Contract Arca other than the Initial Well, or
if any party should desire 10 Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hale or a well no longer capable of
producing in paying quantities in which such party has not otherwise celinquished its wlterest in the proposed objective Zone under
this agreement, the parnty desiring to drill, Rework, Sidetrack, Deepen. Recomplete or Plug Back such a well shall give written
notice of the proposed operation 10 the parties who have not otherwise rtelinquished their interest in such objective Zone
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under this agreement and to ali other parties in the case of a proposal for Sidetracking or Decpening, specifying the work to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties 10 whom such a
nolice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to forty-
cight (48) hours, exclusive of Saturday, Sunday and \cgaf holidays. TFailure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an election by thal party not to participale in the cost of the proposed operation.
Any proposal by a party to conduct an operation conliicting with the operation initialty proposed shall be delivered to all parties
within the time and in the manacr provided in Article V1.1.6. )

I all partics 10 whom such notice is delivered clect 10 participate in such a proposed operation, the parties shall be
contractuafly committed to participate therein provided such operations are comimenced within the time period hercafler set
forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of I(hirty (30) days (or as
promptly as practicable afler the expiration of the forty-eight (48) hour period when a drilling 1ig is on location, as the case
may be), actually commence the proposed operation and thereafter complete it with due diligence at the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended apon written notice of same
by Operator to the other partics, for a period of up to thiny {30) additional days if, in the sole opinion of Operator, such
additional time is reasonubly necessary (o obtain permits from govemmental authorities, surface rights (including rights-of-
way) or appropriate drilling cquipmient, or to complete title examination or curative matter required for title approval or
acceptance.  If the actual operation has not been commenced within the time provided (including any exiension thereof as
specifically permitted herein or in thé force majeure provisions of Article XI) and if any party hereto still desires to conduct
said operation, written notice proposing same must be resubmitted to the other partics in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or
Sidetrack is made hereunder shall, if such partics desire to participate in the proposed Decpening or Sideiracking operation,
reimburse the Driiling Parties in accordunce with Article VLI3.4. in the event of a Deepening operation and in accordance
with Article V1.B.S. in the event of 2 Sidetracking operation.

ions by Less Than All Partigs;

(a) Determination of Partigipation. [ any party o whom such notice is delivered us provided in Article VI.B.I. or
VILC.1. (Option No. 2) elects not 1o partivipate in the proposed operalion, then, in order to be entitled to the benefits of this
Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no
later than ninety (90) days afier the expiration of the notice period of thirty (30) days (or as promptly as practicable after the
expiration of the forty-cight (48) hour period when a drilling rig is on location, as the case muy be) actually commence the
proposed operation and complete it with due diligence.  Qperator shall perform all work for the account of the Consenting
Parties; pravided, however, if no drilling rig or olher equipment is on location, and if Operator is a Non-Consenling Parny,
the Consenting Parties shall cither: (i) request Operator 1o perlorm the work required by such proposed operation for the
account of the Consemting Parties, or (i) designate one of the Consenting Parties as Operator to perform such work. The
rights and duties granted to and imposed upon the Operator under this agreement are granted to and imposed upon the pary
designated as Operator for an operation m which the original Operator is a Non-Consenting Party.  Conscnting Parties, when
conducting operations on the Contract Area pursuant Lo this Article 'VLB.2, shall comply with all terms and conditions of this
agreement.

{f less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the
applicable notice period, shall advisc all Parties of the tolal interest of the parties approving such operation and its
rccomnendation as o whether the Consenting Partics should proceed with the operation as proposed. Each Consenting Parly,
within forty-eight (48) hours {exclusive of Salurday, Sunday, and legal holidays) after delivery ol such natice, shall advise the
praposing party of its desire to (i} limit participation to such party's interest as shown o Exhibit "A” or (ii) camry only its
proportionate part (determined by dividing such party's interest in the Contract Area by (he interests ‘of all Consenting Parties in
the Contract Area) of Non-Consenting Farlies’ interests, or (iii) carry its proportionate pant {determined as provided in (i1)) of
Non-Consenting  Parties' interests together with all or a portion of its proportionate part of uny Nan-Consenting Parties'
interests that any Consenting Party did not elect to uke. Any interest of Non-Consenting Partics that is not carried by a
Consenting Party shall be deemed to be curried by the party proposing the operation if sueh party does not withdraw its
proposal.  Fuilure 10 advise the proposing party within the time reguired shall be deemed an election under (i). In the event a
dnlling rig is on location, nolice may be given by felephane, and the time permitted for such a response shall not exceed a
total of forty-cight (48) hours (exclusive of Satwrday, Sunday and legal holidays). The proposing party, at its election, may
withdraw such proposal if there is less than 100% panicipatioh and shall notify all parties of such decision within ten (10}
days, or within twenty-four (24) hours if a drilling rig is on location, following cxpiration of the applicable response period.
Il 100% subscription (o the proposed operation is obtained, the proposing” party shall pramptly notify the Consenting Parties
of their propartionate interests in the operation and the party serving as Operator shall commence such operation within the
period provided in Article VLB, 1., subject to the same extension right as provided therein.

(hy Relinquishment of [nterest for Nop-Participation. The entire cost and risk of conducting such operations shall be
borne by the Consenting Partics in (he proportions they have elected to bear same under the terms of the preceding
paragraph.  Consenting Parties shall keep the leasehold estates involved in such aperabions frec and clear of all liens und
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an eperation results
in a dry hole, then subject (0 Articles VIB.6. and VLE3., the Consenling Partics shall plug and abandon the well and restore
the surface location at their sole cost, risk and cxpense; provided, however, that those Nom-Consenting Parties that
panticipated in the drilling, Deepening or Sidetracking of the well shalt remain fiable for, and shall pay, their proportionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofur only as those costs were not
incrcased by the subsequent operations of the Consenung Partics. 1 any well drilled, Reworked, Sidetracked, Deepened,
Recompleted or Plugged Back under the provisions of this Aricle results in a well capable of producing Oil and/or Gas in
paying quantities, the Conscnling Parties shall Complete and equip the well to- produce at their sole cost and risk, and the
well shall then be umed over to Operator (if the Operatar did not conduct the operation) and shall be operaled by it at the
expense and for the account of the Consenting Parties.  Upon commencement of operalions for the drilling, Reworking,
Sidetracking, Recompleting, Deepening or Plupging Back of any such well by Consenting Parties in accordunce with the
provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished (o Consenting Parties, and the
Consenting Parties shall own and be entitled 1o receive, in proportion to their respective inmierests, all of such Non-
Consenting  Party's interest in the well and shere of production therefrom or, in the cuse of a Reworking, Sidewracking,
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article V1.C.J.  Option No. 2, all of such Non-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party  did not elect
to participate.  Such relinquishment shall be cffective until the proceeds of the sale of such share, calculated at the well, or
market valuc thercol if such share is not sold (after deducting applicable ad valorem, production, severance, and excise taxcs,
royalty, overriding royaity and other interests not excepled by Article H1.C. payable out of or measured by the praduction
from such well accruing with respect 1o such interest until it reverts), shall equal the total of the following:

()__100 % of each such Non-Consenting Party’s share of the cost of any newly acquired surface equipment
beyond the welthead conneclions (including but not limited 10 stock tanks, scparators, treaters, pumping cquipment and
piping), plus 100% of each such Non-Consenting Party's share of the cost of operation of the well commencing with first
production and continuing until each such Non-Consenting Party's' relinquished interest shall revert to it under other
provisions of this Article, it being agreed that each Non-Consenting Party’s share of such costs and cquipment will be that
interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning

aof the operations; and

(i1)_300 % of (a) that portion of the custs and expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging ack, testing, Completing, and Recompleting, afler deducting any cash contributions received under Article VIILC,,
and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wcllhcad connections),
which would have been chasgeable to such Non-Consenting Party if it had participated therein.

Notwithstanding anything 1o the contrary in this Article VLB, if the well does not reach the deepest objective Zone
described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable
substance or other condition in the hole rendering further operations impracticable, Operator shall give notice thereof to each
Non-Consenting Party who submitted or voted for an alternative proposal under Article VIB.6. to drill the well to a
shaliower Zone than the deepest objective Zone proposed in the notice under which the well was drilled, and each such Non-
Consenling Party shall have the option Lo participaié in the nitial proposed Completion of the well by paying its share of the
cost of drilling the well to.its actual depth, calculated in the manner provided in Article VI.B.4. (a). [f any such Non-

‘Consenling Party does not elect to participate in the first Completion proposed for such well, the relinquishment provisions

of this Article VEI.2. (b) shall apply 1o such party's interest.

(¢) Reworking, Recompleting _or Plugging Back. An election not to participate in the drilling, Sidetracking or
Deepening of a well shall be deemed an election not to participate v any Reworking or Plugging Back operalion proposed in
such a well, or portion thereof, lo which the initial non-consent clection applied that is conducted at any time prior to full
recovery by the Consenting Parties of the Non-Consenting Party’s recoupment amount. Similarly, an election not to
participate in- the Comipleting or Recompleting of a well shall be deemed an election not to participate in any Reworking
optration proposed in such a well, or portion thereof, to which the initial non-consent election applied that is conducted at
any time prior 10 [ull recovery by the Consenting Parties ol the Non-Consenting Party’s recoupment amount.  Any such
Rewarking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part of the
cost ol operation of said well and there shall be added to the sums lo be recouped by the Consenting Parties_300_% of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable 1o
such Non-Consenting Party had it participuted therein. I such a Reworking, Recompleting or Plugging Back operation is
proposed during such recoupment period, the provisions of this Article V1. shall be applicable as between said Consenting
Partics in said well.

{d) Recoupment Matters, During the period of time Cansenting Parties are entitied ta receive Non-Consenting Party's
share of production, or the proceeds therefrom, Consenting Parties shalt be responsible for the payment of all ad valorem,
production, severance, excise, pathering and other faxes, and all royafty, overiding royaity and other burdens applicable to
Non-Consenting Party's share of production not excepted by Article HEC

In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operalion, the Consenting
Parties shall be permitted 10 use, free of cost, all casing, tbing and ather equipment in the well, but the ownership of all
such equipment shaf! remain unchanged; and upon abandonment of a well after such Rcwbrk[ng, Sidetracking, Plugging Back,
Recompleling or Deepening, the Consenting Parlies shall account for alt such equipment to the owners thereof, with each
party receiving ils proportionate part in kind or in value, less cost of salvage.

Within ninety (90) days afler the completion of any operation under this Anlicle, the party conducting the opcra(ions'
for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connecled to
the well, and an itemized stalement of the cost of drilling, Sidetracking, Decpening, Plugging Back, testing, Completing,
Recompleting, and cvquipping the well for production; or, al its option. the operaling party, in licu of an itemized slalement
of such costs of opecration, may submit o detailed stacemment af monthly biflings., Each month thereafter, during the time the
Consenting -Parties are being reimbursed as provided aoove, the party conducting the operations for the Consenting Parties
shall fumish the Non-Conseniing Parlies with an itemized statement of all costs and liabilities incurred in the operalion of
the well, together with a statement of the quantity of Oil and Gas produced from it und the amount of pracecds realized from
the sule of the well's working interest production during the preceding month.  In determining the quantity of Oil and Gas
produced during any month, Cansenting larties shall use industry accepted methods such as but not timited o melering or
periodic well tests.  Any amounl realized from the sale or other disposition of cquipment newly acquired in connection with
any such operation which would have heen owned by a Non-Consenting Party had it participated therein shall be credited
against the total unretumed costs of the work done and of the equipment purchased in determining when the interest of such
Non-Consenting Party shall revert o it as above provided; and if there is a credit balance, it shall be paid to such Nen-
Consenting Party.

{f and when the Consenting Parties rccover rom a Non-Consenting Party's relinquished interest the amounts provided
for above, the relinguished interests of such Non-Consenting I’any‘shall automatically revert to it as of 7:00 am. on the day
following the day on which such recoupment occurs, and, from and afler such reversion, such Non-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 entitied 10 had it participated in the drilling, Sidetracking, Rewarking,
Deepening, Recompleting or Plugging Back of said well.  Therealter, such Non-Consenting Party shall be charged with and
shall pay its proportionate part of the further cosis of the operation of said well in accordance with (he terms of this
agreement and Exhibit "C” atrached hereto.

3. Stand-By Costs: When a well which has been drilied or Deepencd has reached its authorized depth and all tesis have
been completed and the resulls thereof furnished (o the pamics, or when operations on the well have been otherwise
terminated pursuant 1 Article Vi F., stand-by costs incurred pending response o a party's notice proposing a Rewarking,
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operation in such a well (including the period required
under Atticle VLB.G. 1o resolve compcting proposals) shall be charged and bome as part of the drilling or Deepening
operation just completed.  Stand-by costs subsequent to ‘all parties responding, or cxpiration of the response time permitied,
whichever first occurs, and prior o agreement as to the participating intercsis of alf Consenting Parties pursuant to the terms
of the second grammalical paragraph of Article V1D.2. (a), shall be charged to and borne as part of the proposed operation,
but if the proposal is subscquently withdrawn because of insufficient pasnicipation, such stand-by costs shall be allocated
between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A" bears 10 the total
interest as shown on Exhibit A" of all Consenting Parties.

In the event that notice for a Sidetracking operation is given while the drilling rig to be wtilized is on location, any party
may request and receive up o five (5) additional days after cxpiration of the {orty-eight hour response period specified in
Article VLB.1. within which 10 respond by paying for all stand-by costs and other costs incurred during such extended
response period; Operator may require such party to pay the estimated siand-by time in advance as a condition 1o extending
the response period. If more than one party elects o take such additional time to respond o the notice, standby costs shall be
allocated between the parties taking additional tme to tespond on a day-to-day basis in the proportion each electing party’s
interest as shown on Exhibit “A" bears to the total interest as shown on Exhibit "A” of all the clecting parties.

4. Decpeping: ) less than all panies elect 1o participate in a drilling, Sidetracking, or Deepening operation proposed
pursuant 1o Arlicle VLB.}, the interest relinquished by the. Non-Conscnting Parties to the Consenting Parties under Article
V1B.2. shali relate only and be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth or Zone
of which the partics were given notice onder Article VI.B.1. (“fnitial Objective”). Such well shall not be Deepened beyond the
Initial Objective without first complying with (his Article to afford the Non-Consenting Parties the opportunity to participate
in the Deepening operation, .

In the event any Consenting Party desires 1o drill ar Deepen a Non-Consent Well 1o a depth below the Initial Objective,
such parly shall give notice thereof, complying with the requirements of Afticle VLB.}, to all partics (including Non-
Consenting Parties).  Thereupon, Articles VI.B.). and 2. shall apply and all partics receiving such notice shall have the right to
participate or not participate in ‘the Deepening ol such well pursuant to said Articles VEB.1. and 2. If a Deepening operation
is approved pursuant to such provisions, and if any Non-Consenting Party elects to pasiicipate in the Deepening operation,
such Non-Cansenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantitics, such Non-Consenting Party shall pay (ar reimburse Consenting Parties for, as the case may he) that share of costs
and expenses incurred in connection with the drilling of said well (rom the surface to the Initial Objective which Non-
Consenting Party would have paid had" such Non-Consenting -Party agreed o participate therein, plus the Non-Consenting
Party’s share of the cost of Deepening and of participating in any further operations on the well in accordance with the other
provisions of this Agreement; provided, however, all costs for testing and Completion or attempted Completion of the well
incurred by Consenting Partics prior to the paint of aclual operations to Deepen beyond lhe Initial Ohjective shall be for the
sole account of Consenting Parties.

(b} If the praposal is made for a Non-Consent Well that has been previously Completed as a well capable ol producing
in paying quuntities, bul is no longer cupable of producing in payiog quantilies, such Non-Consenting Party shall pay (or
reimburse Consenting  Parties for, as the case may he) its propertionate share of all costs of dnlling, Completing, and
equipping said well [rom the surface to the Initial Objective, calculated in the manner provided in paragraph (a) above, less
those costs recouped by the Consenting Parties (rom the sale of production from the well.  The Non-Consenting Party shall
also pay its proportionate share of ali cosis of re-entering said well.  The Non-Consenting Parties’ proportionate part (based
on the percentage of such well Non-Consenting Party would have  owned had it previously participaled in such Non-Conscnt
Well) of the casts of salvable matcrials and equipmeni remaining in the hole ond salvable surface equipment used in
connection with such well shall be determined in accordance with Exhibit "C." 1f the Consenting Parties have recouped the
cost of drilling, Completing, and cquipping the well ai the 1ime such Deepening operation is conducted, then a Non-
Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior to re-entering the
well for Decpening

The foregoing shall not imply a iight of any Consenting Party to propose any Deepening for a Non-Consent Well prior
to Lhe drilling of such well to 1ts Initial Objective without the consent of the other Consenting Partics as provided in Article
VLF. '

5. Sidelracking: Any parly having the right to participale in 2 proposed Sidelracking operation that does not own an
interest in ihe affected wellbore at the time of the notice shall, upon elecling to participate, tender to the wellbore owners ils
proportionate share (equal to ils interest i the Sidetracking operation) of the value of that portion of the existing wellbore
10 be utilized as foltows:

{a) I the proposal is for Sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs
incurred in the initia) drilling of the well down to the depth at which the Sidetracking operation is initiated. : .

(b) {f the praposal is for Sidetracking a well which has previousty produced, reimbursement shall be on the basis of,
such party's proportionate share of drilling and equipping costs incurred in the initial deilling of the well down to the depth
at which the Sidetracking operation is conducled, calculated in the manner deseribed in Article VIB.4(b) above. Such party's
proporticnate share of the cosl of the well's salvable matwrials and equipment down 1o the depth at which the Sidetracking
aperation is initiated shall be determined in accordance with the provisions of Exhibil "C."

6. Order of Preference of Operationg, Except as otherwise specifically provided in this agreement, if any party desires to

propose the conduct of an operativn that conflicts with a proposal that has been made by a parly under this Article VI, such
party shall have fifteen (15) days from delivery of the initial proposal, in the case of a praposal to drill a well or 10 perform
an operalion on a well where no drilling rig is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal
holidays, from delivery of the initial proposal, if a drilling rig is on location for the well on which such operation is to be
conducted, to deliver to all parties entitled to participate in the proposcd operation such parly's aliernative proposal, such
aliemate proposal 1o contain the same information required 1o be included in the initial proposal.  Each party receiving such
propasals shall clect by delivery of notice to Operator within five (5) days afler expiration of the proposal period, or within
twenty-four (24) hours (exclusive of Satlurday, Sunday and legal holidays) if a drilling rig is on location for the well that is the
subject of the propasals, to participate in onc of the competing proposals.  Any party not clecting within Lhe time required
shall be deemied not to have voted The proposal receiving the vote of parties owning the largest aggrepate percentage

interest of the parties voting shall bave priority over all ather competing proposals; in the case of a tic vote, the
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initia! proposa! shall prevail. Operator shall deliver notice of such result fo all parties entitled to participatc in the operation
within five (§) days afler expiration of the eleciion period (or within twenty-four (24) hours, exclusive of Saturday, Sunday
and legal hotidays, if a drilling rig is on location). Each party shall then have two (2) days (or twenty-faur (24) hours it a #ig
is on Jocation) from receipt of such nolice to elect by delivery of nolice to Operator 10 participate in such operation or 1o
relinquish hitcrest in the affected well pursuant to the provisions of Article VL.B.2.; failure by a party 1o deliver notice within
such period shall be deerned an election not (o participate in the prevailing proposal.

7. Conformity to Spacing Paitem. Nolwithstanding the provisions of this Article VI.B.2,, it is agreed that no wells shall be
proposed 10 be drilled 1o or Completed in or produced from a Zone from which a well located elsewhere on the Contract
Aren is producing, unless such well conforms 1o 1he then-existing well spacing pattetn for such Zone.

8. Paying Wells. No party shall conduct uny Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agreement with respect to any well then capable of producing in paying quantilics except
with the consent of all parties that have not relinquished interests in the well at the time of such operation.

C. Completion of Wells; Reworking and Plugging Back:

1. Completion: Without the consent of ull partics, no well shall be drilled, Deepened or Sidetracked, except any well
drilled, Deepened or Sidetracked pursuant 10 the provisions of Article VI.D.2. of this agreement. Consent ta the drilling,
Deepening or Sidetracking shali include: .

B—DBpuon—Neo—t:—Al y—expendit for—the—dritling—Peepening —or—Sidetrackingr—testingr—Completing—and
equipping-ofthe-wel-ineludi 5 nethities:

@  Qpuen No. 2: All nccessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When
such well has reached its authorized depth, and all logs, cores and other tests have been compleied, and the results
thereof furnishud 1o the parties, Operalor shall give immediate notice to the Non-Operators imving the right to
participate in a Cnmplcu'on attempl whether or nol Operator recommends attempting to Complete the well,
together with Operator's AFE for Completion costs if not previously provided.  The parties receiving such notice
shall have forty-eight (48} hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of
notice to Operator Lo participate in 2 rccommended Completion atternpt or to make a Completion proposal with an
accompanying AFE.  Operator shall deliver any such Completion proposal, or any Completion proposal conllicting
with Operulor’s proposal, to the other parties entitled to patticipate in such Completion in accordance with the

procedures specified in Article VILI3.6. Election to participate in a Completion attemp! shall include consent to all
necessary expenditures for Lhe .Completing and equipping of such well, including necessary tunkage and/or surface
facilities but excluding any stimulation operation not conained on the Completion AFE.  Failure of any party
receiving such notice 10" reply within the peeiod above fixed shall constitute an election by that party not to
participate in the cost of the Completion attempt: provided, that Article VI.B.6. shall control in the case of
conflicting Completion proposals. 1 vne or more, but less than all of the parties, elect 1o attempt a Completion, the
provision of Article V01.B.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompicting or Plugging
Back" as contained in Article VI.B.2. shall be deemed to include "Completing”) shall apply to the operations
thercafler conducted by less than all parties; provided, however, that Article V1.B.2. shall apply separalcly to each
separate Comwpletion or Recompletion attempt undertaken hereunder, and an election to become a Non-Consenting
Party as tw one Completion or Recompletion attempt shail not prevent a purty Irom becoming a Consenting Party
in subscquent Completion or  Recompletion  attempts  regardiess  whether the Consenling Parties as o carlier
Completions or Recompletion have- recouped their costs pursuant to Anicle VIL.B.2.; provided further, that uny
recoupment of costs by a Consenting Party shall be made solély from the production. attributable to the Zone in
which the Completion attempt is made. Clection by a previous Non-Consenting party to participate in 2 subsequent
Completian ar Recomgletion attempt shall require such party ta pay its proportionate share of the cost of salvable
materials and equipment installed in the well pursuant 1o the previous Completion or Recompletion  atiempt,
insofar and only insofar as such materials and equipment benefit the Zone in which such party participatcs in a
Completion attempt.
2. Rework, Recomplete or Plug Back: No wel) shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant 1o the provisions of Article VLB.2. of this agreement. Consent 1o the Rewaorking,
Recompleting or  Plugging Back of a. well shall include all necessary expendilures in conducx'ing such operations  and

Completing and equipping of said well, including necessary tankage and‘or surface facilities.
D. Other Operations: : . .

Opcrninr shall not underiake any single project reasonably estimated to require an expenditure in excess of __ Twenty-Five
Thousand ang No/1 00 Dollars (S_25.000.00 ) except in connection with the
drilling, Sidc{rucking, Reworking, Deepening, Completing, Recompleting or Plugging Back of a well that has been previously
authorized by or pursuant o this agreement; provided, however, that, in case of explosion, fire, flood or other sudden

emergency, whether of the same or different nature, Operator may take such sleps and incur such cxpenses as in its opinion
are required 1o deal with the emergency to safeguard life and praperty but Operator, as promptly es possible, shall report the
emergency to the other parties. If Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so

requesting an information copy thereof for any single project costing in excess of __'wenty-Five Thousand and No/1QQ-seseeemommnn Dollars
($__25,000.00 }. Any party who has not retinquished its interest in a well shall have the right 10 propose that

Operator perform repair wark or undertake the installation of artificial lft equipment or ancillary production facilities such as
salt water disposal wells or to conduct additional wark with respect ta a well drifled hereunder or other similar project (but
not including the installation of galhering lincs or other transportation or marketing facilities, the installation of which shall
be govemed by scparate agreement between the parties) rcasonably- estimated lo require an expenditure in excess of the
amount firsl set forth above in this Article VI.D. (except in connection with an operation required to be proposed under
Arnticles VIB.1. or VI.C.1] Option No. 2, which shall be gaverned exclusively be those Apticles).  Operator shall deliver such
proposal to all parties entitled to participate therein.  if within thirty (30) days thercof Operator secures the written consent
of any party or parties owning at lvast 80 % of the interests of the parties . entitled to participate in such operation,
cach party having the right to participate in such project shall be bound by the terms of such proposal and shall be obligated
to pay iis proportionate share of the costs of the proposed project as if it had consented to such project pursuant to the terms
of the proposal. :
E. Abandonment of Wells: .

I Abandanment_of Dry Moles: Except for any well drilled or Deepened pursuant to Article VIB.2., any well which has
been drilled or Decpened under the terms of this agreement and is proposed to.be campleted as a dry hole shall not be
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plugged and abandoned without the consent of all_parties.  Should Operalor, after diligent cffort, be unable 10 comtact any
party, or should any party fail to reply within forly-cight (48) hours (cxclusive of Saturday, Sunday and legal holidays) afier
delivery of notice of the proposal to plug and abandon such well, such parly shall be deemed to have consenled to the
proposed abandonment.  All such wells shall be plugged and abandoned in accordance with applicable regulations and at the
cost, risk and cxpense of the parics who participated in the cost of drilling or Decpening such well.  Any party who objecis lo
plugging and abandoning such well by notice delivered 1o Operator within forty-eight (48) hours (exclusive of Sawrday,
Sunday and legal holidays) afler delivery of notice of the proposed plugging shall take over the well as of thc end of such
furty-eight (48) hour notice period and conduct further operations in scarch of Oil and/or Gas subject to the provisions of
Article VLB failure of such parly to provide proofl reasomably satisfactory lo Operator of its financial capabilily to conduct
such operations or 10 take over ‘the well within such period or thercaficr to conduct operations on such well or plug and
abandon such well shull entitlc Operator to retain vr take possession ol the well and plug und abandon the well.  The party
taking over the well shall indemnily Operator (if Operator is an abandoning party) and the other abandoning parties against
liability for any lhnhcr‘opermions conducted on such well cxcept for he costs of plugging and abandoning the well and
restoring the surface, for which the abandoning parties shall remain proportionately liable.

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 a producer shall not be plugged and abandoned without the consent of all parties. 1i" all parties consent (o
such abandonment, the well shall be plugged and abandoned ia accordsnce with applicable regulations and at the cost, risk
and expense of all the parties hercto.  Failure of a party 1o reply within sixty (60) days. of delivery of notice of proposcd
uhundonment shall be deemed un election to consent 1o the proposal. If, within sixty (60) days after dclivery of notice of 1he
proposed abandonment of any .well, all parties do not agree to the abandonment of such well, those wishing 1o continue iis
operation from the Zome then open to production shail be obligated 1o take over the well as of lhe expiration of the
up})licable natice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning partics
against Dhability for any further operations on the well conducled by such parties. [Failure of such party or parlics to provide
proaf reasonably satisfactory to Operator af their financial capability 10 conduct such operations or o take over the well
within lhe requited period or thereafter 1o conduct operations on such well shall entitle operator 1o retain or take possession

of such well and plug and abandon the well.

Parties taking over a well as provided herein shall iender o each of the other parties its proportionate share of the value of -
the well's sulvable material and equipment, determined in accordance with the pravisions of Exhibit “C,” less the estimated cost
of salvaging and the estimated cost of plugging and abandoning and restoring the surface; pruvided, howcver, thal in the event
the estimoied plugging and abandoning and surface sestoration costs and the estimated cost of salvaging are higher than the
value of (he well's satvable nwiterial and equipmeni, each of the abandoning parties shal) tender to the parties continuing
operalions their proportionate shares of the estimated cxcess cost.  Each abandoning party shall assign 1o the non-abundoning
parties, without warranity, express or implicd, as to title or as 10 guantity, or fitness for use of the equipment and material, all
of its interest in the wellbore of the well and relawd equipment, together with ils interest in the Leaschold insofur and only
insofar as such Leaschold covers the r.ighl to obtain production from that wellbore in the Zone then open to production. If the
interest ol the abandoning party is or includes and Oit and Gus Interest, such parly shall execute and deliver 1o the non-
abandoning pany or parties an oil and gas lcase, limited 10 the wellbore and the Zone then open to production. for a term of
one (1) year and so long thereafler as Oil and/or Gus is produced (rem the Zone covered thereby, such lease to be on the farm
atched as Exhibit 13" The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located
The paymems by, and the assignments or leases 1, the assignees shall be in a ralio based upon the selationship of their
respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract
Area of all assignees. There shali be no readjustment of interests in the remaining portions of the Contract Arca.

Thereafler, abandoning parties shall have no further sesponsibility, Yiability, or interest in the operation of or production
from the welb i the Zone then apea olher than the royalties retained in any leuse made under the terms of this Article.  Upon
request, Operator shall continue o operate the assigned well for the account of the non-abundoning parties at the rates and
charges cantemplated by this agreement, plus any additional cost and charges which may arisc as the resull of the sepurate
ownership ol the assigned well.  Upon proposed abundonment ol the producing Zone assigned or lessed, the assignor or lessor
shall then have the option to repurchase its prior interest in the wetl (using the same valuation formula} and participate in
further operations therein subject 1o the provisions hereot. .

3. Abandonment of Non-Censent Qperalions: The previsions of Article VLILL or V112, above shall be applicable as
between Consenting Parties in the event of the proposed abundonment of any well excepted from said Articles; provided,
however, nu well shall be permanemiy plugged and abandoned unless and uniil ail parties having the right to conduct further
sperations therein have been nolilied of 1he proposcd abandonment and afforded the opporlunity to elect 1o take over the well
in accardance with the provisions of this Article VL., and provided further, that Non-Cansenting Parties who own an intercst
in u portion af the well shall pay their proportionate shares of abandonment and surface restoration cast for such well as
provided in Article V1.13.2.(b).

F. Termination of Opcrations:

Upon the commencement of an operation for the drifling, Reworking, Sidetracking, Plugging Buck, Deepening, testing,
Completion or plugging of a well, including but not limited (o the Initial Well, such operation shall nat be terminaled without
consent of parties bearing _ 80% of the costs of such operation; provided, -however, that in the cvent granite or other
practically impenetrable  substance or condition in the hole is encountered which renders further operations impractical,
Operator may discontinue operations and give nolice of such condition in the manner provided in Article VER.T, and the
provisions of Article V113, or VLE. shall thercafter apply to such operation, as appropriate
G. Taking Production in Kind:

& Qption No. 1: Gas Baluncing Agreement Attached
Rach party shall have the righy o take in-kind or separately dispose of its prapartionate share of all Oit and Gas produced from the
Contract Area, exclusive of production which may be uscd in development and producing operations and in preparing and
treating Qi and Gas for marketing purposcs and praduclion unavoidably fost.  Any extra cxpenditure incurred in the tuking
in kind or scparate disposition by any party of its propartionate sharc of the production shall be bome by such party. Any
party taking its share of production in kind shall be required to pay for only its proportionate share of such part of
Operator's surface facilities which it uses. .

Fach party shall exccute such division orders and contracls as may be necessary Yar the sale of its interess in

production from the Contract Arca. and, excepl as provided in Article VILB., shall be entitied to reccive payment
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directly fram the purchaser thereof for its share of afl production.

If any party fails 10 make the amangements necessary (o fake in kind or scparately dispose of its proparlionate
share of the Oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by
the party owning it, but not the obligation, 1o purchase such Oi) or sell it to others al any time and from lime to
lime, for the account of the non-laking party.  Any such purchase or sale by Operator may be terminated by
Operator upon at least ten (10) days written notice to the owner of said production and shall be subject always to
the right of the owner of the production upon ‘at least ten {10) days writien notice 10 Operator 1o exercise at any
time its right to take in kind, or separately dispose of, its share of all Qil not previously delivered to a purchaser.
Any purchase or sale by Operator of any other party's share of Oi) shall be only for such reasonable periods of time
as are consistent witlt the minimum nceds of the industry under the particular circumstances, but in no event for a
period in excess of one (1) year.

Any such sale by Operator shall be in o manner commercially reasonable under the circumstances but Operator
shall have no duty to share any existing market or o obtain a pricc equal to that received under apy existing
market.  The sale or delivery by Operator of a non-taking party's share of Oil under the terms of any existing
contract of Operator shall not give the non-taking parly any interest in or make lhe non-taking party a parly to said
contract.  No purchase shall be made by Operator withour first giving the nan-taking party at least len (10) days
written notice af such intended purchase and the price to be paid or the pricing basis to be used.

All partics shall give lmely written notice to Operator of their Gas marketing arrangements for the following
month, excluding'price, dnd shall notify Operator immediately in the cvent of a change in such arrangements.
Operator shall maintain records of all marketing arrangements, and of volumes aclvally sold or wansporied, which
records shall be made available to Non-Operators upon reasonable request.

in the event one ar more partics’ separate disposition of its share ol the Gas causes split-stream deliveries 10 separate
pipelines andfor deliverics which on a day-to-day basis for any reason are not exactly equal (0 a party’s respective proportion-
ate share of total Gas sales 1o be aflocated to it, the balancing ar accounting between the parties shall be in accordance with
any Gas balancing agreement between the parties hereto, whether such an sgreement is attached as Exhibit "C" or is a
separate agreement. Operalor shall give notice Lo all parties of the first sales of Gas from uny well under this agreement.
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ARTICLE VIl
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Partics:

The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations,
and shall be liable only for its proportionate share of the costs of developing and operating the Contract Arca.  Accordingly, the
Yens granted among the parties in Article VILB. are given (0 secure only the debts aof each severally, and o party shall have
any liability to third parties hereunder to satisfy the default of any other party in the payment of any expense or obligation
hereunder. [t is not the intention of the parlies to create, nor shall this agreement be construed as crealing, 2 mining ar other
partnership, joinl venture, agency rclationship or association, or o render the parties lable as partners, co-venturers, or
principals.  [n their relations with gach other under this agreement, the parties shall not be considered fiduciaries or to have
established 2 confidential relationship but rather shall be frec w act on an amm's-length basis in accordance with their own
respective self-interest, subject, however, to the obligation of the parties to act in good faith in their dealings with each other

with respeet o activities hereunder.
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B. Llens and Sceurity Interusts:

Each party grants to the other parties hereto a lien uport -any interest it now owns or hereafler acquires in Oil and Gas
Leases and Oil and Gas Interests in the Contract Arca, and 2 sccurily interest andor purchase money security interest in any
interest it now owns or hereafer acquires in the personal property and lixtures on or used or obtained for use in connection
therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense,
interest und fees, the proper disbursemnent of all monies paid hereunder, the assignment or relinquishment of interest in Oil
and Gas Leases as required hereunder, and the proper performance of operations hereunder.  Such lien and security interest
granted by each parly hereto shall include such party's leasehold inlcrests, working inierests, operating rights, and royalty and
averriding royalty interests in the Contract Area now owned or hereafler acquired and in lands pooled or unitized Iherewith or
otherwise becoming subject to this agreement, the Qil and Gas when extracted therefrom and equipment situated thereoh or
used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
(including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the welthead),
contract rights, inventory and general inangibles relating thereto or arising therefrom, and all proceeds and products of the
foregoing,

To perfect the lien and securily agreement provided herein, ach party hereto shall execute and acknowledge the recording
supplement andfor any (inancing statement prepared and submitted by any party hereto in conjunction herewith or at any time
following execution hereof, and Operator is authorized to file this agreement or the recording supplement execuled herewith as
a lien ur mwrigage in the applicable real estate records and as a financing statement with the proper officer under the Uniform
Commercial Code in the state’ in which the Contract Area is situated and such other siates as Operator shall deem appropriate
o perlect the security interest granted hereunder.  Any party may [ile this sgreement, the recording supplemen} execuled
herewith, or such other documents as it deems necessary as a lien or morigage i the applicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each parly represents and warrants to the other parties hereto that the lien and security interest granted by such party to
the other parties shall be a first and prior lien, and each party hereby agrees lo maintain the priority of said lien and security

interest agoinst all persons acquiring an interest in Oi) and Gas Leases and (nterests covered by this agreement by, through or

under such party.  All purties acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement,
whether by assignment, merger, mortgage, Operation of law, or otherwise, shall be deemed 10 have tuken subject
1w the lien and security interest granted by this Article VILB. as to all obligations auribuiable to such interest hereunder
whether or not such abligations arise before or after such interest is acquired.

To the extent that parties have a security interest under the Uniform Commercial Code of the state in which the
Contract Areu is situated, they shafl be cntitied to exercise the rights and remedies of a secured party under the Code.
The bringing of a suit and - the obuwaining of judgment by a party for the sccured indebledness shall not be deemed an
election of remedics or otherwise affect the lien rights or security interest as security for the payment thereof. In
addition, upon default by any party in the puyment of its share of expenses, interests or fees, or upon the improper use
of funds by the Operator, the other partics shall have the right, without prejudice to other rights ar remedies, 1o collect
from the purchaser the proceeds from the sale af such defaulting party's share of Oil and Gas until the amount owed by
such party, plus “interest as provided in “"Cxhibit C" has been received, and. shall have (he right to offser the amount
owed against the proceeds lrom the sale of such defaulling party's share of Oil and Gas.  All purchasers of production
may rcly on a notification of default from the non~defaulting party or parties stating the amount due as a result of the
defauli, and all parties waive any recourse available against purchasers for releasing production proceeds as provided in
this paragraph .

11 any parly fails to pay its share ol cost withun one hundred wenty (120) days after rendition of a statement therefor by
Operator, the non-defauling parties, incuding Operator, shall upen request by Operator, pay the unpaid amount in the
proportion that the interest of each such party bears to, the interest of all such parties.  The amount paid by each party so
paying its share of the unpaid amount shall be secured by the liens and security rights described in Article VILB., and each
paying party may independently pursue any remedy available hereunder or vtherwise.

If any parly does not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclasure
or executian proceedings pursuan! 1o the provisions of this agreement, to the exient allowed by governing law, the defaulling
party waives any available righl of redemption from and after the date of judgment, any required valuation or appraisemen!
of the mongaged or sccured property prier o sale, any available right to stay execution or to require a marshaling of assets
and any required bond in the event a receiver is gppointed. In addition, 10 the extent permitted by applicable law, each party
hercby granis to the other parties a power of sale as o any property that is subjecl 1o the lien and” security righis granted
hereunder, such power to be exercised in the manper provided by applicable law or otherwise in a commercially reasonahle
manner and upon reasonable notice. B

Each party agrees that the other parties shall be entilled to utilize the provisions of Oil and Gas lien law or other lien
law of any state in which the Contract Area is situated to enfarce the obligations of each purty hereunder.  Without limiting
the generality of the foregoing, 1o the extent permitted by applicable law, Non-Opcrators agree that Operutor may invake or
ulilize the mechanics’ or materialmen’s lien law of the state in which the Contract Area is sitvated in arder to secure the
payment to  Operalor of any sum due hereunder for  services performed or  materials  supplied by Operator.
C. Advances:

Operator, at its election, shall have the right from time to time to demand and receive from one or more of the other
parties payment in advance of their respective shares of the estimated amount of the expense 1o be incurred in operations
hereunder during the pext succeeding month, which right may be exercised only by submission to each such party of aa
itemized staterment of such estimated expense, 1ogether with an invoice for its share thereof.  Fach such stalement and invaice
for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding month
Fach party shall pay to Operator its proportionale share of such estimate within fificen (13) days.afler such estimate and
invoice is received. it any party fails to pay ils sharc of said estimate within said time, the amount due shall bear intcrest as
provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances and actual expense to the end
that each party shall bear and pay its proportionate share of actual expenses incurred. and no more.

D. Defaults and Remedies: ’

If any parly fails to discharge any financial obligation under this agreement, including without limilation the failure 1o
make any advance under the preceding Article VILC. or any other provision of this agreement, within the period required for
such payment hereunder, then in additiod to the remedies provided in Article VILB. or elsewhere in this agreement, the
remedies specified below shall be applicable.  TFor purposes of this Asticle VILD., all notices and elections shall be delivered
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only by Operator, except that Operator shall deliver any such notice and election reguested by a non-defaulting Non-Operator,
and when Operator is the party in defauli, the applicable notices and elections can be delivered by any Non-Operator.
Election of any one or more of the following remedies shall not preclude the subsequent use of any other temedy specified
below or otherwise available to a non-defaulting party.

1. Suspension of Rights; Any party may deliver to the party in default a Notice of Default, which shall spccily the defaul,
specify the action to be taken to cure the default, and specify that failure to take such action will result in the exercise of one
or morc of the remedies provided in this Article, If the default -is not cured within thirty (30) days of the delivery of such
Notice of Default, all of the rights of the defauliing party granted .by this agreement may upon notice be suspended until the
default is cured, withoul prejudice to the right of the non-defsulting party .or parties 1o continue to enforce the obligatians of
the defaulting party previously accrued or thereafter accruing under this agreement.  If Operator is the party in default, the
Non-Operators shall have in addition the right, by vote ol Non-Operators owning 2 majority in interest in the Contract Arca
after excluding the voling interest of Operator, 10 appoint a new Operator effective immediately, The rights of a defauliing
party thai may be suspended hereunder at the election of the non-defoulting parties shall include, without limitation,.the right
1o receive information as 1o any operaﬁnn conducted hereunder during the period of such default, the right to elect to
participate in an operation proposed under Article VIB. of this agreement, the right "lo participate in an operation being
conducted under this agreement even if the party has previously elected to paticipate i such operation, and the right to
receive proceeds of production from any well subject to this agreement.

2. Suit for Damages: Non-defaulting partics or Operator for the benefit of non-defaulting parties may sue (at joint
account expense) to colicct the amounts in default, plus interest accruing on the amounis recavered from the date of default
until the date of collection at the rate specified in Exhibit "C" attached hereto. Nothing herein shall prevent any party from
suing any defaulling party to collect consequential damages accruing to such party as a result of the default.

3. Deemed Non-Consent; The non-defaulting party may deliver a written Notice of Non-Consent Election to  the
defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice ol Default, in
which event if the billing is for the drilting a8 new well or the Plugging Back, Sidetracking, Reworking or Deepening of a
well which is to be or has been plugged as a dry hole, or for the Completion or Recompletion of any well, the defaulting
party will be conclusively deemed to have elected not 1o participale in the operation and to be a Non-Consenting Party with
sespect therelo under Article VI.B. or VIC., as. the case may be, to thc extent of the costs unpaid by such party,
notwithstanding any election to participate therctofore made. [ election is made 10 proceed under this provision, then the
non-defaulting parties may not elect 1o sue for the unpaid amount pursuant Lo Article VILD.2.

Until the delivery of such Notice of Non-Consent Election 1o the defaulting party, such party shall have the right to cure
its default by paying its unpaid share of costs plus interest at the rate set forth in DLxhibit "C," provided, however, such
payment shall not prejudice the rights of thc non-defaulting parties to pursuc remedies for damages incurred by the non-
defaulting parties as a result of the default.  Any interest relinquished pursuant to this Article VILD.3. shalt be offered o the

‘non-defaulting parties in proportion 1o their intcrests, and the non-defaulting parties electing o participate in the ownership

of such interest shall be required 1o contribute their shares of the defautted amount upon their election to participate therein.

4. Advance Paymenl: f a default is not cured within thirty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators  if Operator  is  the  defaulting  party, may thereafier require  advance payment from the defaulting
party of such defaulting party’s anticipated share of any item of expense ftor which Operator, or Non-Operators, as the case may
be, would be entitled o reimbursement uader any provision of this apreement, whether or not such expense was the subject of
the previous default.  Such right includes, but is not limited to, the right to require advance payment for the estimated casts ol
drilling a well or Completion of a wel! as to which an election lo participate in dnlling or Completion has been made. If the
defaulting party fails to pay the required advuance payment, the non-defaulting porties may pursue any of the remedies provided
in the Article VIL.D. or any other default remedy provided elsewhere in this agreement.  Any excess of funds advanced remaining
when the operation is Con.lplclcd and all casts have been paid shall be promptly returned (o the advancing party.

5. Coste _and Attomeys' Fees: In the event uny party is required to bring legal proceedings to enforce any financial
obligation of a parly hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
coliection, and a reasonable attorney's fee, which the lien provided for herein shall also secure
E. Reantals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royaitics which may be required under the terms of uny lease shali be paid
by the party or parties who subjected such lease to this agrecment at its or their expense. In the event two or more partics
own and have contributed Jnterests in the same lease to this agreement, such parties may designate onc of such parties to
make said paynrnts for and on behali of all such partics. Any party may request, and shall be entilled to receive, proper
cvidence of all such payments. In the event of failure to nuke proper payment of any rental, shut-in well payment or
minimum royalty through imistake or oversight where such payment is required 1o continue the lease in foice, any loss which
results fram such non-payment shall be borne in accordance with the provisions of Article IV.B.2.

Operator shall notify Nan-Operators of the anucipated completion of a shut-in well, or the shuuing in or retum 1o
production of a praducing well, at least five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such
action, or at the carlicst opportunily permitted by circumstances, but assumes no liability [or failure to do so. In the evenl of
failure by Operator to so notily Non-Opcrnmrs_.. the loss of any lease conwributed hereto by Non-Operators for failure 10 make
timely payments of any shut-in welt payment shall be bome jointly by ihe parlies hereto under the provisions of Article
V.83 '

F. Taxes:

Beginning with the first calendar year after the efleclive date hereof, Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed
thereon before they become delinquent.  Prior to the rendition date, cach Non-Operator shall fumish Operator information as
to burdens (to include, but not be limited to, royalties, overriding royaltics and production payments) on Leases and Oil and
Gas Inicrests contributed by such Non-Operator.  [f the assessed valuation of any lLease is reduced by reason of its being
subject to ouistanding excess royalties, ovemiding royalties or production payments, the reduction in ad valorem tixes
resulting thercirom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to
such owner or owners so as to reflect the benefit ol such reduction. If the ad valorem taxes are based in whole or in parnt
upon separate valuations of each party's. working inlerest, then notwithstanding anyihing 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 cach party's
working fnterest.  Operator shall biff the other parties for Lheir proportionale shares of all tax payments in the manner
provided in Exhibit "C."

- 13-
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If Operator considers any tax assessment improper, Operator may, al its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all partics agree to abandon the protest prior to final
determination. During the pendency, of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes
and any inerest and penaity. When any such protested asscssme'nl shall have been finally determined, Operator shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be
paid by them, as provided in Exhibit “C.”

Each party shall pay or cause 1o be paid all production, severance, excise, gathering and other taxes imposed upon or with respect
to the production or handling of such party's share of Oil and Gas produced under the terrms of this agreement.

_ ARTICLE VL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
or in part unless all parties consent thereto

However, should any party desire to surrender its interest in any Lease or in any portion thercof, such party shall give written
natice of the praposed surrender ta all parties, and the parties to whom such notice is delivered shall have thirty (30) days after
delivery of the notice within which ta notify the party proposing the surrender ivhether they cleet to consent thereto.  Failure of o
party 10 whom such notice is delivered 1o reply within said 30-day period shall constitute a consent to the surrender of the Leases
described in Ihe notice. 1f all parties do not agree or consent therelo, the party desiring to surrender shall assign, without express or
implied warranty of title, all of its interest in such [.ease, or portion thereof, and any well, malerial and equipment which may be
located thereon and any rights ‘in production thercafler secured, to the parties not consenting to such survender. If the interest of the
‘assigning party is or includes an Oil and Gas Interest, the ussigning parly shall execute and deliver to the. party or parties not
consenting 1o such surrender an oil and gas lease covering such Oil and Gas Interest for a term of one (1) year and so long
thereafter as Oil andfor Gas is produced from the land covered thereby, such lease 1o be on the form altached hereto as Exhibit "B."
Upon such assignment or feasc, the assigning party shall be relieved from all obligations thereafler accruing, but not theretafore
accrued, with respect to the interest assigned or teased and the operation of any well atiributable thereto, and the assigning party
shall have no further interest in the assigned or leased premises and ils equipment any production other than the royallies retained
in any lease made under the terms of this Article.  The party assignee or lessce shall pay to the party assignor or lessor the
reasonable salvage value of the latter's interest in any well's salvable materials and equipment attributable (o the assigned or leased
acreage.  The vatuc of all salvable materials and cquipment shall be delermined in accordance with the provisions of Exhibit "C." less
the estimated cost of sulvaging and the estimated cost of plugging and abandoning and restoring the surface. If such value is less
than such costs, then the party assignor or lessor shall pay to the puity. assignee or lessee the amount of such deficit. 1f the
agsignment or lease is in favor of more thun one party, the intevest shall be shared by such parties in the propartions that the
interest of cach bears to the total interest of afl such parties. [ the interest of the parties to whom the assignment is to be made
varics according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering
party's interest as it was immediately before the assignment, lease or surrender in the balancé of the Contract Area; and the acreage
assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject 1o the terms and provisions of this
agrecment hut shall be deemed subject (0 an Operating Agreement in the form of this agreement. ’
B. Renewal ar Extension of Leases:

If any party sccures a renewal or replacement of an Oil and Gas bease or Interest subject ta this agrecment, then all other parties
shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Lease,
promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30} days foliowing
delivery of such notice in which 1o elect 1o participate in the ownership of the renewal or replacement Lease, insofar as such Lease
affects lands within the Contract Arca, by paying o the party wha acquired it their proportionate shares of the acquisition cost
allocaled 1o that pan of such lease within the Contract Area, which shall be in proportion to the interest held at that time by the
parties in the Contract Arca. Each party who participates in the purchase of a renewal or replacement lease shall be given an
assignment of its propartionate interest therein by the acquiring party.

it some, but less than all, of the parties elect to participate in the purchase al a renewal or replacement lease, it shall be owned

by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in

- the Contract Arca 1o the aggrepate of the percentages of participation in the Contract Area of all pardes participating in the

purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties herelo
shall nol cause a rcadjustment of the interests of the parties stated in Exhibit "A,” bui. any renewal or replacement Lease in which
tess than all paries elect to participate shall not be subject to this agreement but shall be deemed subject to @ separate Operating
Agreement in the form of this agreement.

If the interests of the parties in the Contract Area vary according w depth, then their right to participatc proportionately in
rencwal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.

The provisions of this Arlicle shall ﬁpply to renewa} or replacement leases whether they are {or the entire interest covered by
the expinng Lease or cover only 2 portion of its area or an interest therein.  Any renewal or replacement Lease taken before the
expiration of its predecessor Lease, or taken or contracted for or becoming effective wilhin six (6) months after the expiration of the
existing lLcase, shall be subject to this provision so fong as this agreement is in effect at the time of such acquisition or at the time
the rencwal or replacement Lease becomes eflective; bul any Lease taken or contracted for more than six (6) months after the
expiration of an existing Lease shall not be deemed a renewal or replacement Leuse and shall not be subject 10 the pravisicns of this
agrecinent,

The provisions in this Article shall also be applicable to extensions of O} and Gas Leases.

C. Acreage or Cash Contributions: .

White this agreement is in force, if any pany centracts for a conuribution of cash towards the drilling of a well or any other
operalion on the Conlracl Arca, such contribution shall be paid to the party who conducted the drilling or other operation and shall
be applied by it against the cost of such drilling or ather operation. Il the contribution be in the form of acreage, the party to whom
the contribution is made shall prompliy tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the
praportions said Drilling P'arties shared the cost of drilling the well. Such acreage shall become a separate Contract Arca and, w0 the
extent possible, be governed by provisions identical (o this agreement.  Each party shall promptly notify all other parties of any
acreage or cush contiibulions it may obtsin in support of any well or any alher operaiion on the Contract Area. ‘The above
provisions shalt also be applicable 10 optional rights to eam acreage outside the Contract Arga which are in support of well drilled

inside Contract Area.

-14-
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If any party contracts for any consideration rclating to disposition of such party's share of substances produced hereunder,
such consideration shall not be deemed a contribution as contemplated in this Article VIIL.C.

D. Assignment; Maintenance of Uniform Interest:

For the purposc of maintaining unilormily of ownership in the Contract Area in the Oil and Gas Leases, Oi) and Gas
Interests, wells, equipment and production covered by this agreement no party shall sell, encumber, transfer or make other
disposition of its interest in the Qil and Gas l.eases and Oil and Gas Interests embraced within the Contract Area or in wells,
equipment and production unless such disposition covers either:

1. the entire interest of the party in all Oil and Gas Leases, Oil and Gas Interesls, wells, equipment and production; or

2. an equal undivided percent of the party's present inieresi in afl Oil and Gas CLeases. Oif and Gas Interests, wells,
equipment and production in the Contract Area.

Every sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice to the right of the other partics, and any transferee of an ownership interest in any Qil and
Gas lease or Intercst shall be deemed a parly to this agreement as to the interest conveyed from and after the effeclive date of
the transfer of ownership, provided, however, that the other parties shall not be required to recognize any such sale,
encumbrance, transfer or other disposition for any purpose hercunder until thirty (30) days after they have received a copy of the
instrument of transfer or other satisfactory evidence thereol in writing from the transferor or transferce. No assignment or other
disposition of inlerest by a party shall relicve such party of obligations previously incurred by such party hereunder with respect
to the interest transfurred, including without {imitation the obligation of a party 10 pay all costs attribulable to an opem(iun
conducted hereunder in which such party has agreed to parlicipate prior to making such assignment, and the lien and security
interest granted by Article VILB. shall continue (o burden the interest transferred 1o secute payment of any such obligations.

If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion,

“may require such co-owners o appoint a single trustee or agent with full authority to reccive notices, approve expenditures,

receive billings ‘for and approve and pay such panty’s sharc of the joint expenses, and to deal generally with, and with power to
bind, the co-owners of such parly's intcrost within the scope of the operations embraced in this agreement; however, all such co-
owners shall have the right 10 enter into and execute all contracts or agreements for the disposition of their respective shares of
the Oil and Gas produced from the Contract 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 ol the siate of states in which the property covered hereby is localed, cach party hereto owning an
undivided interest in the Contract Area waives any and al) rights it may have  partition and have set aside to it in severalty its
undivided interest therein.
F—Preferentlal-Right-to Purehaser

B—{Optionak-Cheek-+Feppheable) .

Showid—any-party—desire—to—sellaH-erany-pari-ef-Hs—ineresis—nnder—this—agreement—or—Hs—righis—and t-the—Contreet
Arearii—shall-prompty—give—writien—notice—to—the~ether—partes—with—fuh—nd tiof—eeneerting—Hs—proposed—dispasiion—whieh
shat-inelude—the name-and-address-ofthe-rospeetive—trunsf {oho—tmusebe—teady—willing-and-able—to-purehase}—the—purel
pﬂeﬁ-—ﬁ—iegel%}eﬁ&mhwcuﬁfmt QMQﬁ!lWFWWM&hHWM}MHWWGWW&BH
aptionat-priorright—fer—a—period—ofi—ten—10)—duys—alier—the—notice—s—deliveredi—to—purehase—for—the~stated lerati th
same—terms—atd the—interest—whieh—the—other—puriy—proy § Hi—ard—H—this—uptienel—right—is—exercised—th
purehusing—parties—shil—shure—the -purehased— H—the-propertions—thai—the—interest—ef—each—bears—to—th —interest—of—al

n.ha&mg—pﬂmei‘r—HNeveﬁ——(hefe—fvl\alW&KFHWHWMWMHWHWWS-WgGgG
HI—TPHEFES 19 —F—totFns Fef—Hith—o—H5—HHerEs S~ o—HI—TROH B REE—ir—Het—B i or—pHrsHaRt—to-for ure—of Figage-of-its—interests;

& "wl £ is—t ests—by-Merger— Fation: lidation—or—by-sat {-all-orsubstantioly-aH-of-its—OH d-Gas-assets
o-any-party—or—by—transfer-oftty-int t5—-10-6-5ubsidiary—er—purent putty-ef—to—a—subsidiary-of—e—pureni-cenipany—or—to-uny
COPRIY-H-whiek h-pary-owns-a-gforHy-ofthe stock:

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

tf, for federal incame lax purposcs, this agreement and the opermions hereunder are regarded as a parinership, and if the
parties have not olherwise agrecd.m form a (ax parinership pursuant Lo Exhibil "G" or other agreccment between them, each
party thereby affected clects to be excluded tram (he application of all of the provisions of Subchapter "K," Chapter |, Subtitle
"A," of the Intemal Revenue Code of 1986, as amended ("Code”), as permitted and authorized by Scclion 761 of the Cade and
the regulations promulgated thereunder.  Operator is authorized and directed 1o executc on behalf of each parly hereby affected
such evidence of this election as may be required by the Secretary ol the Treasury of the United Stales or the Federal Internal
Revenue Service, including specifically, but nat by way of limitation, all of the rctums, stalements, and the data required by
Treasury Regulasion §1.761.  Should there be amy requirement that each party hereby affected give further evidence of this
clection, each such party shall execule such documents and fumish such other evidence as may be required by the Federal [nternat
Revenue Scrvice or as may be necessary lo evidence this election.  No such pany shall give any notices or take any other action
inconsistent with the clection made hereby.  If any present or future income tax ‘aws ol the state or states in which the Contract
Area is Tocated or any (uture income tax faws of the United States contain provisions similar to those in Subchapter “K." Chapter
1, Subtitte "A," of lhe Code, ynder which an election similar 1o that provided by Scction 761 of the Code is permitted, each party
hereby affected shall make such election as may be permitied or required by such laws. In making the farepoing election, each
such party states thal the income derived by such party from operations hercunder can be adequately determined without the
computalion of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may seftle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed _Ien Thousand and Nof[QQ--wemereeoeoooneomnen Dollars (5_10,000.00 ) and if the payment is in comptele settierment
of such claim or suit. 1f the amount required for settlement exceeds the above amount, the parties hereto shall assume and 1ake over

the further handling of the claim or suit, unless such authority is delegated to Operator.  All costs and expenses of handling scitling,
or atherwise discharging such claim or suit shall be a the joint expense of (he parties participating in the operation from which the
claim or suil arises. If a claim is made against any party or if any party is sucd on account of any matter arising from operations
hereunder over which such individua! has no control because of the rights given Operalor by this agreement, such party shall
immediately notify all other parties, and the claim or suit shall be.wreated as any other claim or suit involving operations hereunder.
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ARTICLE X1
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other
than the obligation to indemnify or make moncy paymemis or fumish security, that party shall pive to all other parties
prompt wrinen natice of the force majeure with reasonably Iull particulars conceming it: thereupon, the obligations of the
party giving the nolice, so far as they arc affected by the force majcure, shall be suspended during, but no longer than, the
continuance .of the force majeure, “The term “force majcure,” as here employed, shall mean an act of God, strike, lockout, or
other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, fire, storm, flood or other act of
nature, cxplosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, and any other
cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party
claiming suspension. -

The atfected party shall vse all reasonable diligance to remove the force majeure situation as quickly as practicable. The
requirtement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,
lockouts, or other labor diffliculty by the party invalved, contrary to its wishes; how all such difficuitics shall be handled shall
be entirely within the discretion of the party concerned.

ARTICLE XIL
NOTICES

All notices authorized or required between the parties by any of the provisions of this agreement, unless otherwise
specifically provided, shall ‘be in writing and delivered in person or by United States mail, courier service, telegram, telex,
lelecopier ar any other form of facsimile, postage or charges prepaid, und addressed to such parties at the addresses listed on
Exhibit "A."  All lelephone or oral notices permitted by (his agreement shall be confirmed immediately thereafter by written
notice, The originating nolice given under any provision hercol shall be deemed delivered only when received by the party to
whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date
the originating notice is received. “Receipt” for purposes of this agreement with respect 1o written notice delivered hereunder
shall be actual delivery of the notice w0 the address of the party to be notified specified in accordance with this agreement, or
to the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when
deposited in the United States mail or at the office of the courier of telegraph service, or upon transmittal by telex, telecopy
or facsimile, or when personally delivered (o the party to be notified, provided, that when response is required within 24 or
48 hours, such response shall. he given orally or by telephone, telex, telecopy or other facsimile within such period. Fach party
shall have the right 1o change its address at any time, and from time 1o time, by giving writien notice thereof to all other
parties. If a parly is nol available to receive nolice orally or by lelephone when 2 party altempls lo deliver o notice required
o be delivered within 24 o 48 hours, the notice may be delivered in writing by any other method specified hercin and shall
be deemed delivered in the same manner provided above for any responsive notice.

ARTICLE XII1,
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the Oil and Gas Leases andfor Qil and Gas Interests subjecl
heretn for the period of time selected below; provided, however, nto party herete shall ever be construed as having any right, tile
or interest in or 10 any Lease or Oi} and Gas Interest contributed hy any other party beyond the term of this agreement.

B-opien—o——So—tong—us—any—of—the—OH—and—Gas—feases—subjeei—to—this—agreem Fea 81 Hitged—
foree-as-to-aiy-part-ofthe Contraet-Avenrwhether by production: ior-renewshorotherwise,
&1 Option No. 2: In the cvent the well described in Article VIA., or any subsequent well drilled under any provision

of this apreement, restits in the Completion of a well as a well capable of production of Oit and/or Gas in paying
quantitics, this agreement shall continue in force so long as any such well is capahle of produciion, and for an
additional  period  of 90 days thereufter; provided, however, if, prior to the expiration  of such
additional period, one or more of the parlics hereto are engaged in drilling, Reworking, Deepening, Sidetracking,
Plugging Back, tesling or attempting 10 Complete or Re<complete a well or wells hereunder, this agreement shall
continue in force unil such operations have been compltled and I production resulis therefrom, this agreement
shall continue in force as provided bherein. In the event the well deseribed in Article VLA, or any subsequent well
dritled hercunder, results in a dry hole, and no other well is capable of producing Oil andfor Gas (rom ‘the
Contract  Area, his  apreement  shall  terminate  unless  drilling, Deepening, Sidetracking, Completing,  Re-

completing, Plugging Back or Reworking operations are commenced within 920 days from the
date of abandonment of said well.  "Abandonment” lor such purposes shall mean ecither (i) a decision by all parties
nol to conduct any further operations on the well or (i) the clapse of 180 days from the conduct of any
operations on the well, whichever first occurs,

The termination of this agreement shall not relieve any parfly hereto from any cxpense, liability or other obligation or uny
remedy therefor which has accrued vr attached prior (o the date of such termination,

Upon termination of this agreement and the satisfacuion of all obligations hereunder, in the event 2 memorandum of this
Opcrating Agreement has been filed of record, Operator 1s authorized to file of record in alt necessary recording offices a
notice of termination, and each party herelo agrees to execute such a nalice of termination us to Operalor's intersst, upon
request of Operator, if Operator has satisfied all its nancial obligations.

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Reguiations and Orders:

This agreement shall be subjeet 1o the applicable laws of the state in which the Contract Area is located, to the valid rules,
regulations, and orders of any duly constituled regulatory hody of said slate; and to all other applicable federal, state,
and local laws, ordinances, rules, regulations and orders,

B. Governing Law: )
This agrecment and afl matters pertaining  hercto, including but not limited to matters of performance, non-

performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and

determined by the law of the state in which the Contract Area is located. J-tHre-Contraet—A is-Hi—twe- -states;
thedaw-ofthestateof ——————————hall-povern:
C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority 10 waive or release any
rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or
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orders promulgated under such laws in reference to oil, gas and mincral operations, including the location, operation, or
production of wells, on tracts offsetting or adjacent ta the Contract Area. )

With respecl to the operations hercunder, Non-Operators agree to rclcase Operator from any and all losses, damages,
injuries, claims and causes of action arising oul of, incident to or resulting directly or indirectly from Operator's interpretation
or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission
or predecessor or successor agencies o the extent such interpretation or application was made in good faith and docs not
constitule gross negligence.  Fach Non-Operator further agrees to reimburse Operator for such Non-Operator's share of
production .or any refund, fine, levy or other governmental sanction thal Operator may be required to pay as a result ol such
an incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of such
incorrect inlerpretation or application,

ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall be binding upon cach Non-Operator when this agreement or a counlerpart thereof has been
cxecuted by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter cxecuted by all of
the partics 10 which it is lendered or which are listed on Exhibit "A" as awning an interest in the Contract Area or which
own, in fact, an interest in the Contract Arca. Operator may, however, by written notice (o all Non-Operators who have
beconie bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but in no
event later than five days prior to the date specified in Article VI.A. for commencement of the lnitial Well, terminate this
agreement if Operator in s sole discretion decermines that there is insufficient participation to justify commencement of
drilling operations.  In the event of such 2 termination by Operator, all further obligations of the parties hereunder shall cesse
as of suck termination. In the event any Non-Operator has advanced or prepaid any share of drilling or other costs
hereunder, all sums so advanced shall be returned to such Non-Operator without interest. In (he event Operalor proceeds
with drilling operations for the (nitial Well without the execution hercof by all persons fisted on Exhibit "A” as having a
current working interest in such well, Operator shall indemnity Non-Operators with respect ‘o all costs incurred for the
Initial Well which would have been charged to such person under this agreement il such person had exccuted the same and
Operalor shall rcceive all revenues which would have been received by such person under this agreement if such person had
executed the same.

B. Successors and Assigns:

This agreement shall be binding upon and shall inure to the benefit of the partics hereto and their respective heirs,
devisees, legal fepresentatives, Successors and assigns, and the terms hereof shall be deemed 10 run with the Leases or
Interests included within the Contract Area. :

C. Counterparts:

This instrument may be execoled in any number of counterparts, each of which shall be considered an original for all
PUIPDSES.

D. Severability:

For the purposes of assuming or rejecting this agreement as an excculory contract pursuant to federal bankrupley laws,
this agreement shall not be severable, but rather must be assumed or rejected in its entirely, and the failure of any parly to
this agreement to comply with all ol its financial obligations provided herein shall be a material default.

’ ARTICLE XVL
OTHER PROVISIONS

Commencement of Operations. For the purpose of Articles VIB.1. and V1.B.2., Operator may commence

activities preliminary to actual drilling operations, including without limitation building location, roads and pits,
delivering materials and equipment to the well site, rigging up a drilling rig, and/or actual drilling operations at
any time either before or after giving the notice of proposed operations required by said Articles. Notwithstanding
the foregoing, the parties receiving notice of proposed operations pursuant to Articles VI.B.1 and VL.B.2 shall
have the full ime allowed in which to make their election(s) and shall be subject to the non-consent provisions
thereof to the same extent and in the same manner as provided in said Article VI.B without reference to the time
that such activities were commenced relative lo giving notice. Nothing in this provision shall serve to extend the

time within which Operator is required to commence operations pursuant 1o Articles VIR | and VL.B.2.

B.
This Operating Agreement, as the same may be hercafter amended or revived, shall supercede and replace in its
entirety, for and during the entire term hereof, any operating agreement currently covering as a contract area, any

of the leases, lands and depths described on Exhibit A hereto.
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IN WITNESS WHEREQF, this agreement shall be effective as of the __20th _ day of __March : s

2007

EOG Resources, Inc. , who has prepared and circulated this form for execution, represents and warrants
that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Form 610-1989 Model Form
Operating Agreement, as published in computerized form by Forms On-A-Disk, Inc. No changes, alterations, or
modifications, other than thosc made by strikethrough and/or insertion and that are clearly recognizable as changes in
Articles __I1 11, VI, VIIT, X, X111, XI1Y.XV] have been made to the form.

ATTEST OR WITNESS: OPERATOR

EQG Resources, Inc. [ /]
g

By

_ Steven E. Weatherl
Type or print name

Title __Vice-President
Date 3 IZOIDFI

Tax tD or §.5. No.

NON-OPERATORS

Occidental Peymian Limited Partnership

Type or print name

Title
Date

Tax 1D or S.S. No.

Hunt Cimarren Limited Partnership
dsb/a Cimarron Exploration Company

Date
Tax ID or S.S. No.

State of
Jss.
County of )

This forgoing instrument was acknowicdged before me on 2 ‘ Z(fk day om 'LCJ) , 2007, by

Steven E. Weatherl, as Vice President of EOG Resources, Inc., a Delaware corporation, on behalf of said corporation.

(Seal, if any)

TRACI CONNER'

\“{v 'c"’l:

Ml )

2 A5\ Notary Public, Siate of Texas
Y kS My Commiesion Expicas
3.;{1 N August 29, 2010

JHT

Title (and Rank)

My commission expires:

J18-
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State of
) ss.
County of )
This forgoing instrument was acknowledged before me on day of , 2007, by
,as of Occidental Permian Limited Partnership.
(Seal, if any)
Notary Public, State of
Title (and Rank)
My commission cxpires:
State of )
) ss.
County of )

This instrument was acknowledged before me on this __ day of , 2007, by
as of Hunt Cimarron Limited Partnership d/b/a Huat Cimarron

Exploration Company.

(Scal, if any)

Notary Public, State of

Title (and Rank)

My commission expires:

S 18-



EXHIBIT “A”
Attached to and made a part of that certain Operating Agreement

dated March 20, 2007, by and between EOG Resources, Inc., as
Operator, and Occidental Permian Limited Partnership, et al, as Non-operators

1. DESCRIPTION OF LANDS SUBJECT TO THIS AGREEMENT:

T-18-S, R-34-E. NM.P.M.
Section 17: SW/4 NW/4
containing 40.00 acres, more or less, Lea County, New Mexico

2. RESTRICTIONS, IF_ ANY, AS TO DEPTHS, FORMATIONS. OR SUBSTANCES:
Limited to depths below the base of the Queen formation to the base of the Bone Spring
formation.

3. PARTIES TO AGREEMENT WITH ADDRESSES AND TELEPHONE NUMBERS FOR NOTICE
PURPOSES:
EOG Resources, Inc. Telephone: 432-686-3600
P.O. Box 2267 Fax: 432-686-3773

Midland, Texas 79702-2267
ATTN: D.W. Hurlbut

Occidental Permian Limited Partnership Telephone: 432-685-5769
P. O. Box 50250 , Fax: 432-685-5905
Midland, TX 79710
ATTN: David Evans

Hunt Cimarron Limited Partnership Telephone: 505-623-9799
d/bfa Cimarron Exploration Company Fax: 505-624-1006
P. O. Box 1592

Rosweli, NM 88202

4. PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO THIS AGREEMENT:
OWNER WIBPO % WIAPO %
*EOQOG Resources, inc. . 75.00% 62.50%
Qccidental Permian Limited Partnership 25.00% 25.00%
*Hunt Cimarron Limited -Partnership d/b/a Cimarron
Exploration Company 0.00%, 12.50%

TOTAL 100.00% 100.00%

*Subject to Farmout Agreement with election to convert ORRI to a W1 after payout.

5. OIL AND GAS LLEASES AND/OR OIL AND GAS INTERESTS SUBJECT TO THIS
AGREEMENT:

1) EOG lease number: 0105102-000

Serial number: NMLG-1125

Lessor: Slate of New Mexico

Lessee: Amoco Production Company

Date: April 1, 1973

Recorded: N/A

Land: ’ Insofar as said lease covers the SW/4 NW/4 of Section 17,

Township 18 South, Range 34 East, N.M.P.M., Lea County, New
Mexico, containing 40.00 acres, more or less ’ ’

WD HurlbutEKICIMARRON 17 ST \EX A JOA Cimarron 17-1.doc




6. BURDENS ON PRODUCTION:

Subject to Farmout Agreemeﬁt between EOG Resources, Inc. and Hunt Cimarron Limited
Partnership with election to convert the retained ORR! to a WIAPO.

WD HurlbuthEK\CIMARRON 17 ST \EX A JOA Cirﬁan’on 17-1.doc



EXHIBIT “B”

Attached to and made a part of that certain Operating Agreement
dated March 20, 2007, by and between EOG Resources, Inc., as
Operator, and Occidental Permian Limited Partnership, et al, as Non-operators

There is no Exhibit “B” to this Operating Agreement.

WD HurlbuhEK\CIMARRON 17 ST 1\EX B JOA Cimarron 17-1.doc
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EXHIBIT “C”

Attached to and made a part of ___that certain Joint Operating Agreement, dated March 20, 2007, by and between s
EOG Resources, Inc., as Operator, and Occidental Permian Limited Partnership, et al, as Non-Operators

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions

"Joim Property” shall mean the real and personal property subject to the ugreement to which this Accounting Procedure
is attached.

“Jaint  Operations”  shall mean all operations necessary or proper for the development, operation, protection  and
maintenance of the Joint Propeny.

“Joinl  Account” shall mean the accoum showing the charges paid amd credits received in the conduct of the Joint
Operations and which are 1o be shared by the Parties. .

“"Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties Lo this agreement other than the Operator.

“Parties” shall meant Operator and Non-Operators.

e

supervision ol other cmployees  and/or  contract  labor directiy employed on the Joint Property in a field operating

t Level Supervisors” shall mean those employees whose primary function in  Joint Operations is the direct

capacity.

“Technica) Employees” shall meun those employees  having  special  and  specific  engineering, geclogical or  other
professional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and
problems for the benefit of the Joint Property.

“Persnnal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator's employees.

"Material” shall mean personal propenty, equipment or supplics acquired or held for use on the Joint Propeny.

"Controllable Material” shall mean Material which a1 the tme is so classified in the Maicrial Classification Manual as

most recently recommended by the Council or Petroleum Accountants Societies.
Statement and Biilings
Operator shall bill Naon-Operators on or before the fast day of each month for Lheir proportionate share of the loint

Account  for the preceding month. Such bills will be accompanied by statements which identity the authority for

expenditure, lease or  facility, and all charges and credits summarized by appropriale classifications of investment and

expense except that items ol Convollable Material and unusual charges and credits shall be sepamately identified and,

fully described in detail.
Advances and Payments by Noo-Operators

Al Unless otherwise provided for in the agreement. the Operater may requite the Non-Opcrators to advance their
share of estimated cash outlay for the succeeding month's operation within  lhirty days (30) days afier receipt of the
billing or by the first day of the moath for which the advance is required, whichever is later. Operator shall adjust

each monthly billing 1o reflect advances received from the Non-Operators.

B Each Non-Operstor shall pay s proportion of all bills within  thiny (30) days after receipr. If psyment is not made
within such time, the unpaid balance shall bear interest monthly at the prime rate in offect al Cin-Bank, New York, New York

on the first day of the monih in which delinquency oceurs plis 1% or the
maximum contract rate permitted by the applicable wsury laws in the state in which the Jaint Property is located,
whichever is the lesser, plis auorney’s [ees, court cosls, and other costs in connection with the callectinn of unpaid

amounts.
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 siatements rendered to Non-Operators by Operator  during any calendar year shall
conclusively be presumed to be wue and comect after twenty-four (24) months following the end of any such calendar
year, unless  within the said  twenty-four (24) month period a Non-Opevator takes written exception thereto and  makes
cfaim on Operator for adjustment.  No adjustment favorahle 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

Caonwrollable Materia! as provided for in Section V.

COPYRIGHT © 1985 hy the Council of Petroleum Accountants Societies.
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5. Audits

A. A Non-Operator, upen notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator's  accounts and records relating o 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 Scction | Where there are two or more Non-Operators, the Non-Operators shall make
every rcasonable effort to conduct a joint audit in a manner which will result in 2 minimum of inconvenience
to the Operutor.  Operator  shall  bear no  portion of the Non-Operators' audit  tost incurred  under this
paragraph unless agreed o by the Operator. The audits shall not be conducted more than once cach  year
without prior approval of Operotor, except upon the resignation or removal of the Opcrator, and shall he made

at 1he expense of those Non-Operatars approving such audit.
- . . . Ly v . .
B.  The Operator shall reply in writing 10 an audil report within 180 days after receipt of such report.
6. Approval By Non-Operators
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Accounting  Procedure  and  1f  the. agreement to  which this  Accounting  Procedure is  attached  contains  no
contsary  provisians 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 Nan-Operators shall be controlling on all Non-Operators.
1. DIRECT CHARGES
Operator shall charge the Joint Account with the foliowing items:
1 Ecalogical and Environmental
Costs incurred for the benefit of the Joint Property as a result uf governmental or regulatory requirements to  satisfy
environmental  considerations applicable to the Joint  Operations. Such ~ costs muy include surveys of an  ecological or
archacological nature and pollution control procedures us reguited by applicable laws and regulations.
2. Rentals and Royslies
Lease rentals and royalties paid by Operator tor the Joint Operatjons

3. Labor

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

Joint Operations.
(2)  Salaries of First level Supervisors in the field.

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

excluded from the overhead rates.

(4)  Salaries and  wages of Technical Friployees either femporarily or permanendy assigned (o and direetly

employed in the operation or the Joint Properly if such charges are excluded from the overhead rates.

B. Operator's cost of holiday, vacation, sickness and disability benefits oand  other cusiomary ulluwunce; paid  to
cmployces  whose salaries and  wages are chargeable to the Joint Account under Paragraph 3A of this Section 1
Such costs under this Paragraph 38 may be charged on 8 "when and as paid basis® or by “percentage assessmem”
on the amount ol salaries and wages chargeable 1o the Joinl Account under Paragraph 3A of this Secton Il If

percentage assessment is used, the rate shall be based on the Operator's cast experience.

€. Expenditures or  coniributions  made  pursuant  to  assessmenls  imposed by  governmental authority  which  are

applicable 1o Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section 1l

D.  Persomal Expenses of those employees whose salaries and  wages ore chargeable (o the Jaint  Account under

Paragiaphs 3A and 3B of this Seeuon 1)
4 Employce Benefits

Operator's  curment  costs  or  established plans  for  employces' gioup life nsurance, hospitalization, pension,  retirement,
stock purchase, thrifl, bonus, and other benefit plans of a like nuture, applicable 0 Operator's labor cost chargeable to the
Joint Account under Paragraphs 3A and 3B of this Section J1 shall be Operato’s actual cost not to exceed the percent

most recently recommended by the Council of Petrolevm Accountants Societies.
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Material

Material purchased or fumished by Operator for use on the Joint Properly as provided under Section 1V. ° Only such
Material shall be purchased f{or or tunsferred to the Joint Property as may be required for immediate use and is
reasonably practical and consistent with efficient and economical operations. The uccumulation of surplus stocks shall be

avoided.
Transportation
“Transponaltion ol employees and Material necessary for the Joint Operations but subject o the following limitations:

A. If Material is moved to the Joint Property from the Operalor's warehouse or other properies, no charge shafl be
made 1o the Joint Account for a distance greater than the distance from the nearest reliable supply slore where like

material is normally available or railway receiving point nearest the Joint Property unless agreed 1o by the Parties.

B. If surplus Material is moved 1o Operator's warchéuscv or ather storage point, no charge shall be made 10 the Joint
Account for a distunce grealer than the distance to the nearest reliable supply store where like malerial is nomally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material lo other propertics belonging to Operator, unless agreed to by the

Parties.

C. In the application of subparagraphs A and B above. the option o equalize or charge aclual trucking cost is
available when the uctual charge is §400 or less excluding accessorial charges. The S400 will be adjusted to the

amount most recently recommended by the Council of Petroleum Accountants Societies.
Services

The cost of contract services, equipment and utilines provided by outside sources, except services excluded by Paragraph
10 of Section I and Paragraph i, i, and i, ol Scction I ‘The cost of prolessional consultant services and contracl
services of technical pefsonnel directly engaged on the Joint Property if such charges are excluded fram the overhead
rates. The cost of professional consuhant services or contract services of technical personnel not directly enpuged on the

Joint Propenty shall not be charged to the Joint Account unless previously agreed ta by the Parties.
Equipment and Facllities Furnished By Operator

A Operator  shall charge the Joint Account for use of Operator owned equipment and facilities at rales commensurate
with costs  of ownership and  operation.  Such rates shall include costs of maintenance, cepairs, other operating
cxpense, insurance, taxes, depreciation, and interest on  gross investment less  accumulated depreciation  not {0

exceed _twelve percent (_ 12 %) per annum. Such rates shall not exceed average commercial

rates currently prevailing in the immediate area of the Joint Property.

B. [n liex of charges in Paragraph 8A above, Operator may clect to use average commercial rates prevailing in the
mmediate  area of the Joint Property less  20%. For automotive cquipment, Operator may clecl to use rates

published by the Petroleum Moter Transport Associatian.
Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Properly made necessary because of damages or
losses  incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from  Operator’s  gross
negligence or willful misconduct. Operator shall furnish Non-Operator written notice of damages or lasses incurred as

soon as practicable atter a-report thereof has been received by Operator.
Legal Fxpense

Expense  of handling, invesligating and  sertling litigation or claims, discharging of liens, payment of judgments and
amounts paid for settlement of claims incurred o or resulting from operations uvnder the agreement or necessary to
protect or recover the Joint Property, excepl that no charge for services of Operalor's legal staff or fees or expense of
outside altormeys shall be made unless previously agreed to by the Panies. All other legal expensc is considered to be
covered by the overhead provisions of Section 1lI unless otherwise ayreed to by the Parties, except as provided in Section

f, Paragraph 3.
Taxes

All taxes of every kind and nuure assessed or levied upon ar in connection with the Joint Properly, the operation thereof,
or the production therefrom, and which taxes have been paid by the Operator for the beneflit of the Panies. If the ad
valorem taxes are based in  whole or in part upon separatc valuations of each party’s working interest, then
notwithstanding anything 10 the conlrary herein, charges to the Joint Account shall be made and paid by the Partics

hereto in uccordance with the 1ax value generated by each party's working interest.
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Insurance

Net premwms paid for insurance required 1o be camicd 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 Workes's Compensation
and/or Employers Liability under the respective state’s faws, Operator may, at its election, include the sisk under its self-

insurance program and in that event, Operator shall include a charge at Operator’s cost not 1o exceed manual rates.
Abandoennient and Reclawation -

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

authority.
Communications

Cost of acquring, leasing, insialling, operating, repairing and maintaining communication systems, including radio  and
microwave  facilitics  directly serving the Joint Property.  In the event communication facilities/systems serving the Joint

Property are Opeidtor owned, charges to the Joinl Account shall be made as provided in Paragraph 8 of this Section 1.

QOther Expenditures

Any other expenditure not covered or deali with in the foregoing provisions of this Section H, or in Section 1lI and which
is of dircct benefit 10 the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint

Operations.

11l. OVERHEAD
Overhead - Drilling and Producing Operations

) As  compensation for administrative, supervision, office services and  wwchousing  costs, Operator  shall  charge

drilling and producing operations on either:

{ X ) Fixed Rate Basis, Paragraph A, or
{ } Perceniage Basis, Paragraph (8

Unless olberwise agreed Lo by the Parties, such charge shall be in lieu of costs and expenses of all offices and
salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under
Paragraph  3A, Scctian 1. The cost and expense of services from outside sources in connection with matters of
taxation, (raffic, accounting or. matters before or involving govermmental agencies shall be cansidered as included in
the overhead rales provided for in the above selected Paragraph of this Scction I unless such cost and expense are

agreed to by the Parties as a direct charge to the Joint Account.

ii.  The saluries, wages and Personal Expenses of Technical Employees andvor the cost  of professional  consuliant

services and contract services of technical personnel directly emplayed on the Joint Property:

( ) shall be covered by the overhead rates, or

( X }shall not be covered by the overhead rates.
iii. The salaries, wages and Personal Expenses of Technical Emplovees andfor costs of professional  consultapr  services
and cuntract services of technical personnel either 1emporarily or permanenily assigned to and directly employed in

the operation of the Jaint Property:

{ X )shall be covered by the gverhead rates, or

{ J shall nat be cavered by the overhead rates,
A Overhead - Fixed Rate Basis

(1) Operator shal) charge the Joint Account at the following rates per well per month:

Drilling Wel Rate § 5,000.00

(Prorated for less than a full month)
Producing Well Rate $____500.00
(2_) Application of Overhead - Fixed Rare Basis shall be as follows:
(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date

the drilling rig, completion rig, or other units used in completion of the well is released, whichever

COPKS,




COPAS 1984 ONSHORE
Recommended by the Council
of Petroleum Accountants

L

R T = N T N N

ol e s e G N B R B P9 R R B — e e — e — o —
vhE ORI EOR A0 E0 OIS T ®IaGR w0 S

is later, except that no charge shall be made during suspension of drifling or completion wvpcralions

for lifteen (15) or more consecufive calendar days.

(2) Charges for wells undergoing any tvpe of workover or recompletion for a period of five (5)
consecutive work days or mare shall be made at the drilling well rate. Such charges shall be
applied for the period from date workover operations, with rig or olher units used in workover,
commence through date of rig or ather unit release, except that no charge shall be made during

suspensian of aperations for fiteen (15) or more consecutive calendar days.
(b)  Producing Well Rates

(1) An active well either produced or injected into for any ponion of the month shall be considered as

a one-well charge for the entire month.

(2) Rach active completion in a multi-completed well in  which production is not commingled down
hole shall be considered as a one-well charge providing each completion is considered a separate

well by the governing regulatory authority.

(3)  An inactive gas well shul in  because of overproduction ar failure of purchaser to 1ake the
production shall be considered as a onc-well charge providing the gas well is directly connected 1o

a permanent salcs outlet.

(4) A one-well charge shall be made for the month i which plugging and abandonment operations
are completed 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 imactive wells (including bul not limited to inactive wells covered by unit allowable, lease

allowuble. transferred allowsable, erc.) 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 datc of the
by th Percenl increase or decrease published by COPAS K
Th “(‘J I - -k i }
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B.  Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the (ollowing rates:
(a) ljcV'cI\)p|11urll

Percent { Yo} of the cost of development of the Joini Property exclusive of costs

provided under Paragraph 10 of Section 11 and all salvage credits.
{b) Operating

Percent %) of the cost of operating the Juint Praperty exclusive of costs provided
under Puragraphs 2 and 10 of Section 1), all salvage credits, the value of injected substances purchased

for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the

myineral interest in and to the Juint Property
(2)  Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on 2  percentage basis  under Paragraph 1B of this  Scction Il
development  shall include all costs in  conaection  with drilling, redrilling, deepening, or  any remedial
operations on any or all wells involving the use of drilling rig and crew capable of drilling 10 the producing
interval  on  the Jaimi  Propenty; also, preliminary expenditures necessary in preparation  for  drilling  and
expenditures  incurred in abandoning  when the well is not completed as a producer, and  original cost of
conswruction  or installation  of fixed assets, the expansion of fixed assets and any olher project cleardy
discemible as a fixed asset, except Major Construction as defined in Paragraph 2 of this Section . Al other

costs shall be considered as operaling,
Overhead - Major Construction
To compensate Operator fur overhead costs incurred in the construction and installation of fixed assets, the expansion of

fixed assets, and any other project clearly discernible as a fixed _usset required for the development and operation of the

Joint  Property. Opcrator shall either negotiaie o rate prior to the beginning of construction, or shall charge the Joint
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Account for overhead based on the following rates for any Major Construction project in excess of $_25,000.00
Al s %% of first $100.000 or toral cost if less, plus

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

C. 2 % of costs in excess of $1,000.000.

Tolal cost shall mean the gross cost of any one project. For the purpesc of this paragraph, the companent parts of a single
project shall not be treated separately and the cost of drilling- and wourkover wells and artificial 1it cquipment shall be

excluded.
RE Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulling from a2 single occurrence due
to oil spill, blawout, explosion, fire, storm, humicane, or other calastrophes as agreed to by the Parties, which are
necessary  to restore  the  Joint Property to the  equivalent condition that existed prior to lh‘e evenl  causing  the
expenditures, Operator shall cither negotiate a rate prior 1o charging the Joint Account or shall charge the Joint Account

for overhead based on the following rales:

A 5 % of total costs through $100,000; plus

B. k] %% of tota} costs in excess of $100,000 but less than $1,000,000; plus
C. 2 % of total costs in cxeess of $1,000,000.

Expenditures  sbbject 10 the averbeads above  will not be reduced by insurance recoveries, and no other overhead

provisions of this Section 11 shall apply.
4. Amcendment of Rates

The ovethead rates provided for in this Section 11t may be amended from time 1o time only by mutual agreement

between the Parties hereto if, in practice, the rates are found to be insullicient or excessive.

W, PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is  responsible  for  Jomt  Accounl Malerial  and  shall make proper and timecly charges and credits for all Material
movements  aflecting  the  Jaint  Property.  Operator  shall  provide alt  Material  for use on the Joint Property; however, al
Operator's  option, such Material may be supplicd by the Non-Operator. Operator  shatl make timely disposition of idle andfor
surplus  Muterial, such  disposal being made either thinugh  sale w0 Operator or  Non-Operatar. division in kmd, or sale to
outsiders.  Operator may purchase, but shall be under no obligation 10 purchase, nterest of Non-Operators in surplus  condition

A or 8 Malerial. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.
1. Purchases

Malterial purchased shall be charged a1 the price paid by Operator afier deduction of all discounts received. In case of
Material found to be defective or setumed to vendor for any other reasons, credit shall be passed to the Joint Account

when adjustment has been received by the Operator.
2. Transfers sod Dispositions

Material fumished 1o the loint Property and Muerial transferred from the Joint Property or disposed of by the Operator,

unless otherwise agreed 1o by the Parties, shall be priced on the following basis cxclusive of cash discounts:
A, New Material (Condition A)
(1} Tubular Goods Gther than Line Pipe

(2) Tubular goods, sized 2 3/8 inches OD and larger. except line pipe, shall be priced at [Fastern mill
published cartoud base prices effective as of date of movement plus transportation cost using the 80,000
poond  corload  weight basis 10 ihe railway receiving  point  nearest the Joint  Property {br which
published rail rates for tubular goods exist. If the 80,000 pound rail rale is not offered, the 70,000 pound
or 90,000 pound rail rate may be used. Freight charges fur tubing will be calculated from Lorain, Ohio

and casing from Youngstown, Chin.

(b) For grades which arc _Spccial 1o one mill only, prices shall be computed at the mill base of that mill plus
transportation  cost from that mill 10 the railway receiving point nearest the Joimt Property as provided
above in Paragraph  2.A.{1)a}. For transportation cost from points other than Eastern mills, the 30,000

COPAS
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pound Oil Field [laulers Association interstate iruck rate shalt be used.

(¢) Special end finish wwbular goods shall be priced at Ihe lowest published out-of-stock price, f.o.b. Houston,
Texas, plus transpartation cost, using Oil Ficld Haulers' Association interstate 30,000 pound truck rate,

10 the railway receiving point ncarest the Joint Property.

(d) Macaroni tubing (size less than 2 3/8 inch OD) shall be priced at the lowest published out-of-stock prices
fab. the supplicr plus transportation costs, using the Oil Field Haulers Associalion interstale truck rate

per weight of tubing transferred. to the railway receiving point nearest the [oint Propeity.
Line Pipe

{a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or
more shall ke priced under provisions of tubular goods pricing in Paragraph A.()(x) as provided above.

Freight charges shall be caleulated from Lorain, Ohio.
(b) Line Pipc movements (except size 24 inch OD and larger with walls ¥ inch and over) less than 30,000
pounds shall be priced at Eastern  mill ubkshcd carload hase prices effective as of date of shipment,

plus the percent most recently recommended by COPAS, A . |
f—-pl«s—-%—pefeml. plus transportation cdsts based an freight rates as set fomth under provisions of tubuiar

goods pricing in Paragraph  A.(1){a) as provided abave. Freight charges shall be caleulated fram Larain,
Ohio.

(¢} Line pipe 24 inch OD and over and % inch wall and larger shall be priced fo.b. the point of
manufaciure  at  current  new published  prices  plus  fransportation  cost  to  (he railway receiving  point
nearest the loint Property.

(d) Line pipe, including fabricated line pipe, dnve pipe and  conduit not listed on published price lists shall
Le priced at quoted prices plos freight to the railway receiving point nearest the Joint Property or at
prices agreed 1o by the Pantes.

Other Material shall be priced at the current new price, in effect at datc of movement, as listed by a reliable

supply storc nearest the Joint Property, or point of manufscture, plus transportation costs, if applicable, to the

railway receiving point nearest the Joint Property.

Unosed new  Marerial, except tubular goods, moved from che Joint Pioperty shall be priced at the current

new price, in elfcet on date of movement, as listed by a reliable supply storc necarest the JSoint Property, or

point of manufacture, plus transportalion  costs, if applicable, to the rmailway receiving point nearest the Joint

Property. Unused new tubulars will be priced as provided above in Paragraph 2.A.()) and (2).

Goad Used Materiad (Condition B)

Materiul in sound and serviceable condition and suitable for reuse without reconditioning:

(1) Malerial moved to the Joint Property
At seventy-five percent (75%) of current new price, as determined by Paragraph A.

(2)  Material used on and maved trom the Joint Propeny

(@) At scventy-five percent (75%) of current new price, as determined by Paragraph A il Matemal was

originally charged to the Joint Account as new Malerial or

(h) At sixty-five percent (65%) of cument new price, as determined by Paragraph A, il Muaterial was

originally charged to the Joint Account as used Material
(3} Material not used on and moved from the Joint Property
Al seventy-live percent (75%) of current new price as determined by Paragraph A.
The cost of reconditioning, if any, shult be absorbed by the rransferring property.
Other Used Matenal
(1} Condition C
Maicrial which is not in sound and serviceable condition and not ‘Suimblc for its original function until
after reconditioning  shall be priced ot fily percent (50%) of current now price as  defermined by

Paragraph A, The cost of reconditioning shall be charged 1o the receiving properly, provided Condition

C value plus cost of reconditioning does nat exceed Condition B value.

COPKSy
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(2)  Condition P

Material, excluding junk, no longer suitable for its original purposc, but usable for some other purpose
shall be priced on a basis commensurate with its use. Operator may dispose of Condition D Material

under proccdures normalty used by Operator withoul prior approval of Non-Operators.

N (a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and 8 seamless line pipe
of comparable size and  weight. Uscd rasing, tubing or drill pipe utilized as line pipe shall be

priced at used line pipe prices.

(b) Casing, twhing or drilt pipe uséd as higher pressure  service lines than  standard line pipe. e
power oil lines, shall be priced under normd pricing  procedures for casing, tubing, or deill pipe.

Upset whular goods shall be priced on a non upset basis.
(3) Condition I

Junk shall be priced at  prevailing prices. Operator may dispose of Condition L Material  under

procedures normally utitized by Operator without prior approval of Non-Operators.
. Obsolete Material

Muterial  which is serviceable and usablc lor its original function but condilion and/or valuc of such Material
is not equivalent 1o that which would justify a price as provided above may he specially priced as agreed 10 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 1o the Jainl Account at the raie of twenly-five cents (25¢)
per  hundred  weight on  all tubulzr  poods movements, in  liew of actual loading or unluuding‘cosw
sustained o1 the stocking point. The above rue shal) be adjusted as ol the first day of April vach year
following January |, 1985 by the same percemage increase or decreuse used 1o adjust overhead rates in
Section 1l Paragraph  1L.A.(3). Lach year, the rae calculated shalt be rounded 1o the nearest cent and
shall be the rate in effect until the first .day of Apcil nest year. Such rate shull be published cach year

by the Council of Petroleumn Accountanis Sucictics.

(2)  Material involving  erection cosis shall be charged at applicable percentage of the current  knocked-down

price of new Material.
3. Premium Prices

Whenever Maierial i nol readily oblinable al published ur listed prices because ol wulional emergencies. strikes or other
unusual causes over which the Operator has no control. the Operator may charge the Joint Account for the requited
Material at the Operator's aclual coss incurted (n providing such Material, in making it suilable for use, and in moving it
1o the Joint Propenty; provided notice in writing is furnished to Non-Operators of the proposed chacge prior to billing
Non-Operators  lor such  Muterial.  Each Non-Operator shall have the right, by so electing and notitying Operator  within
wen days after teceiving notice from Operator, 1o furnish in kind all or part of his share of such Material suitable for use

and acceptable 10 Opcralor.

4. Warranty of Material Furnished By Operutor
Operator does not warrani  the Material  furnished.  In case of defective Material, credit shall not be passed to the Joint
Account until adjustment has been received by Operator trom the manulucturcrs or their agents.

V. INVENTORIES

The Operasor shal) mainiain deiailed records of Comrollable Material.

1. Periodic Inventaries, Notice and Representation
At reasonable intervals, inventories shall be taken by Operatar of the Joint Account Controfiable Material. Writien 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-Operatars  may  be represented  when  any  inventory is  taken. Failure of Non-Operators to  be represented at an
inventery shall bind Non-Operators o accept the invemory taken by Operater.

2 Recoaciliation and Adjustment of Inventories

Adjustments 1o the Joint Account resuliing  from the reconcitiation of  a physical inventory shall be made within six

months following the taking of the inveniory. Inventory adjusiments shall be made by Operator 1o the Joint Account for
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overapes and shortages, but, Operator shall be held accountuble only for shortages due to lack of reasonable diligence.

Special Inventories

Special inventories may be taken whenever there is any sule, change of interest, or change of Operator in the Joint
Property. It shall be the duty of the party selling to motify all other Parties as quickly as possible after the troosfer of
interest lakes place. In such cases, both the seller und the purchaser shall be poverned by such inventory.  In cases
involving a change of Operator, all Parties shall be governed by such inventory.

Expense of Conducting {nventorfes

A.  The expense of conducting periodic inventories shall nol be charged to the Joint Account unless agreed to by the

Parties.

B.  The expense of conducting special inventories shall be charged 1o che Parties requesting such iaveatories, except

inventories required due to change of Operator shall be charged (o the Joint Account.

COPAS




EXHIBIT "D"

Altached to and made a part of that certain Operating Agreement dated March 20, 2007, by
and between EOG Resources, Inc., as Operator and Occidental Permian Limited Partnership,
et al, as Non-Operators. '

INSURANCE

A As to all operations hereundér, Operator shall carry for the benefit and protection.
of the parties hereto Workers' Compensation and Employer's Liability Insurance in accordance with the
applicable State Law. If under the laws of said state, Operator is authorized to be a self-insurer as to
Workers' Compensation and Employer' Liability, Operator may elect to be a self-insurer under such laws
and in such event Operator shall charge to the joint account, in lieu of any premiums for such insurance, a

premium equivalent not to exceed manual insurance rates applied to the payroll.

B. Operator shall not be required to carry any other insurance for the joint account.
The liability of the parties hereto in damages for claims growing out of personal injury to or death of third
persons or damage to or destruction of property of third parties resulting from the operations conducted
hereunder shall be borne by the parties Hereto in the vproportions of their respective obligations to bear
such costs. Operator shall not be liable to Non-Operator for loss, damages or destruction to jointly-owned
property from operations hereunder unless such less, damages or destruction arise solely out of willfut

misconduct or gross negligence of Operator.

C. Each party individually may acquire at its own cost and expense such insurance
as it deems proper fo protect itself from third party claims or damages to joint property and such insurance
shall inure solely for the benefit of such party procuring same; provided, however, that each such
insurance policy shall contain a waiver on the part of the insurance carrier of all rights, by subrogation or

otherwise, against all of the other parties hereto.
D. Operator shall require all contractors engaged in work on or for the benefit of the

operations hereunder to comply with applicable Workers’ Compensation and Employer's Liability Laws

and to maintain such other insurance as Operator shall deem necessary.

EX D JOA Cimarron 17-1



EXHIBIT "E"

Attached to and made a part of that certain Operating Agreement, dated March 20, 2007, by and between
EOG Resources, Inc., as Operator, and Occidental Permian Limited Partnership, et al, as Non-Operators

GAS STORAGE AND BALANCING AGREEMENT

In the event any of the parties hereto is not at any time taking or marketing its full share of gas
produced from the well or wells, the terms of this agreement shall automatically become
effective. .

During the period or periods when any party hereto is not taking or marketing its full share of gas
produced from the well or wells, the other parties having an interest in such well or wells shall be
entitled to produce each month one hundred percent (100%) of the allowable gas production
assigned to such well or wells by the appropriate regulatory body having jurisdiction or, in the
event no gas allowable is assigned, one hundred percent (100%) of the gas that may be produced
up to the MER, and such parties shall be entitled to take or deliver to their purchaser their pro
rata share of all such gas production. For the purposes of this agreement the term MER shall
mean the total daily maximum efficient rate of hydrocarbon withdrawal from each separately
produced producing interval which if exceeded for a sustained period of time, would lead to
underground waste in the form of reduced ultimale recovery from each producing interval. A
party's pro rata share shall be based on the ratio of such party's interest in the well or wells to the
total interests of all parties then taking gas from the well or wells. All parties having an interest
in the well or wells shall share in and own any liquid hydrocarbons recovered from the gas
produced from such well or wells by lease equipment in accordance with their respective
interests in such well or wells and subject to the Operating Agreement to which this agreement is
attached, but the parties taking or marketing the gas shall own all of the gas taken or delivered to
their respective purchasers and shall own and shall have the right to all liquids removed from the
gas by off lease processing.

On a cumulative basis, each party not taking or marketing its full share of the gas produced from
the well or wells (underproduced party) shall be credited with gas in storage equal to its full share
of the gas produced from such well or wells, less its share of gas used in its lease operations,
vented and unavoidably lost, and less that portion such party took or delivered to its purchaser.
Each party taking gas shall furnish, or cause to be furnished, to the Operator a monthly statement
of gas taken. The Operator will maintain a current account of the gas balance between the parties
for each well or wells and will furnish all parties having an interest in such well or wells and
their purchasers monthly statements showing the total quantity of gas produced, the amount used
in lease operations, vented and unavoidably lost, the total quantity of liquid hydrocarbons
recovered therefrom, and the monthly and cumulative over and under account of each party.

At all imes while gas is produced from the well or wells, each party hereto will make or cause to
- be made setilement with the respective royalty owners to whom 1t i1s accountable, just as if such
party were taking or delivering to a purchaser its full share, and its share only, of such gas
production. Each party hereto agrees to hold all other parties harmless from any and all claims
for royalty payments asserted by royally owners to whom such party is accountable. The term
"royalty owner” shall include owners of royalties, overriding royalties, and other payments out of
or in lieu of production for which each party is responsible.

This agreement shall constitute a separate agreement as to each producing interval in a well or
wells. Where production from two or more producing intervals is commingled in the wellbore so
that the gas from each such interval cannot be separately metered, the commingled producing
intervals shall then be considered to be a single interval for the purposes of this agreement.

Upon written notice at least five (5) days prior to the beginning of a month from any
underproduced party to the Operator and to each party that has taken or delivered to its purchaser
more than it's full share of gas (overproduced party), such underproduced party may,
commencing on the first day of the month after such notice is given, begin taking or delivering to
its purchaser, its full share of gas produced from the well or wells less such party's share of gas
used in lease operations, vented and unavoidably lost (net share of gas produced). In addition to



such share, the underproduced party, until it has recovered its gas in storage and balanced its gas
account, shall be entitled to take or deliver to its purchaser the following: (1) During the months
of January, February, March, November and December, twenty-five percent (25%) of each
overproduced party's net share of gas produced from the well or wells, and (2) During the
remaining months, fifty percent (50%) of each overproduced party's net share of gas produced
from the well or wells. However, in no event shall such make-up volume for any month exceed
fifty percent (50%) of the underproduced party's net share of gas produced from the well or wells.
If more than one underproduced party are balancing their gas accounts, each underproduced party
shall be entitled to take or deliver to its purchaser that share of the additional gas as determined
herein in proportion to its interest in such well or wells to all of the underproduced parties'
interests in such well or wells then balancing their gas accounts. Any such additional gas taken
or delivered to an underproduced party’s purchaser shall be credited against such underproduced
party's gas in storage in the order of accrual.

Each party taking or delivering gas to its purchaser shall pay any and all production taxes due on
such gas.

Nothing herein shall be construed to deny any party the right, from time to time, to produce and-
take or deliver to its purchaser the full amount of its allowable gas production to meet the
deliverability tests required by ils purchaser.

When gas production from the well or wells permanently ccases, there shall be a cash settlement
between/among the parties hereto for the volume of gas, if any, remaining in imbalance. It shall
be the obligation of the Operator to determine the final accounting of underproduction and
overproduction. In making such cash settlement, each overproduced party shall remit to the
Operator a sum of money attributable to the amount actually or constructively received by such
overproduced party from sale or utilization of overproduction which remains accrued to such
party, less applicable taxes, and other costs actually paid by the overproduced party in connection
with the sale of such gas. The Operator shall distribute the total of such amounts so collected
among the underproduced parties in the proportion of such latter parties’ underproduction. It is
recognized that there may have been changes in the price received by overproduced parties for
overproduction sold or otherwise utilized. It is therefore agreed that any underproduction
credited from time to time against any overproduced party shall be applied against such party's
overproduction in the order in which such overproduction occurred. The "amount actually or
constructively received" shall then be that overproduction remaining following application of the
above rule and valued at the price in effect at the time such overproduction occurred. If a portion
of a party’s gas is taken for its own use and a portion thereof is sold, the gas value for accounting
between/among the parties will be based on the price received simultaneously by such party for
gas sold from the well or wells. During periods in which a party is taking gas for its own use and
making no sales, gas so taken will be valued at the maximum price which such party could have
received for such gas if actually delivered under such party's contract, or, if none, the weighted
average price received simultaneously by all other parties for gas sold from the well or wells. In
either such instance the value so determined for gas so used will be deemed to have been
contructively received by such using party, In the event refunds are later required by any
governmnetal authority, each party shall be accountable for such refunds on the basis of its share
of gas produced and finally balanced hereunder. If gas is processed for the recovery of
liquefiable hydrocarbons, the gas value will be based on the amount which would have been
received for the sale of such gas (adjusted for actual Btu content) without processing. Anything
herein to the contrary notwithstanding, the underproduced party shall not be entitled to receive
from the overproduced party a payment greater than the amount the underproduced party would
have been entitled to receive if the sale had been made under the contract of the underproduced
party, if any. Each party agrees to maintain complete records of gas sold and price received so
Operator’s computations can be made. Operator shall rely on statements furnished and have no
liability with respect to correctness of proceeds received and distributed.

Notwithstanding the provisions of final cash settlements provided above, it is expressly agreed
that any underproduced party shall have the optional right, with respect to each proration unit, to
receive a cash settlement bringing such underproduced party’s gas account into balance at any
time and from time 1o time prior to the final settlement, by first giving each overproduced party
' Exhibit “E”
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90 days written notice of demand for cash settlement. If such option is so exercised, settlement
shall be made (as of 7:00 0’clock A.M. on the first day of the calendar month following the date
of such written demands) within 90 days following the actual receipt of such written demands by
the overproduced parties, in the same manner provided for in final cash settlements provided
above. The option provided for in this paragraph may be exercised, from time to time, but only
one time in each calendar year.

Nothing herein shall change or affect. Each party's obligations to pay its proportionate share of
all costs and liabilities incurred in any well or wells pursuani to the Operating Agreement to
which this agreement is attached.

This agreement shall become effective in accordance with its terms and shall remain in force and
effect as long as the Operating Agreement to which it is attached remains in effect, and shall
inure to the benefit of and be binding upon the parties hereto, their successors, legal
representatives and assigns.

Each party hereby indemnifies the other parties hereto against all liability for and agrees to
defend the parties hereto against all claims which may be asserted by third parties who now or
hereafter stand in contractual relationship with such indemnifying party whenever such claims
are based upon said contractual relationship and arise out of the operation of this Agreement or
activities of any party under its provisions, and further agrees to save the other parties hereto
harmless from all judgments or damages sustaincd and costs incurred in connection herewith.

The Operator under the Operating Agreement is authorized to carry out the provisions of this
agreement, but shall not be liable for its failure to do so as long as it acts in good faith and as
would a reasonably prudent Operator in the same or similar eircumstances.

Notwithstanding any provision to the contrary in this or any other agreement, any underproduced
party shall have the right for a period of two (2) years after the date that gas accounts are settled,
to audit an overproduced party's records as to volumes and prices received for gas produced from
the applicable area, and any overproduced party shall have the rnight for a period a two (2) years
after the gas accounts are settled, to audit any underproduced party's records as to volumes.

Exhibit “E”
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EXHIBIT "F" :

~ Attached to and made a part of that certain Operating Agreement dated
March 20, 2007, by and between EOG Resources, Inc., as Operator, and
Occidental Permian Limited Partnership, et al, as Non-Operators.

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

During the performance of this contract, the Operator {meaning and

referring separately to each party hereto) agrees as follows:

A,

" The Operator- will not discriminate against any employee or applicant for

employment because of race, color, religion, sex or national origin. The
Operator will take affirmative action to ensure that applicants are employed,
and that employees are treated during employment without regard to their
race, color, religion, sex or national origin. Such action shall include, but
not be limited to the following: Employment, upgrading, demotion, or
transfer, recruitment or recruitment advertising; fayoff or termination; rates
of pay or other forms of compensation; and selection for training including
apprenticeship. The Operator agrees to post in conspicuous places,
available to employees and applicants for employment notices to be
provided selting forth the provisions of this nondiscrimination clause.

The Operator will, in all solicitations or advertisements for employees
placed by or on behalf of the Operator, state that all qualified applicants will
receive consideration for employment without regard to race, color, religion,
sex or national origin.

The Operator will send to each Iabor union or representative of workers
with which Operator has a collective bargaining agreement or other contract
or understanding, a notice to be provided, advising the said labor union or
workers' representatives of the Operator's commitments under Section 202
of Executive Order 11246 of September 24, 1865, and shall post copies of
the notice in conspicuous places available to employees and applicants for
employment. ’

The Operator will comply with all provisions of Executive Order 11246 of
September 24, 1965, and of the rules, regulations, and relevant orders of
the Secretary of Labor.

The Operator will furnish all information and reports required by Executive
order 11246 of September 24, 1965, and by the rules, regulations, and
orders of the Secretary of Labor, or pursuant thereto, and will permit access
to Operator's books, records, and accounts by the administering agency
and the Secretary of Labor for purposes of investigation to ascertain
compliance with such rules, regulations, and orders.

In the event of the Operator's non-compliance with the non-discrimination
clauses of this contract or with any of the said rules, regulations, or orders,
this contract may be cancelled, terminated or suspended in whole or in part
and the Operator may be declared ineligible for further Government
contracts or federally assisted construction contracts in accordance with
procedures authorized in Executive Order 11246 of September 24, 1965,
and such other sanctions may be imposed and remedies invoked as
provided in Executive Order 11246 of September 24, 1965, or by rule,
regulation, or order of the Secretary of Labor, or as otherwise provided by
law. ‘

The Operator will include the provisions of paragraphs (A.) through (F.) in
every subcontract or purchase order as the contracting agency may direct
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as a means of enforcing such provisions, including sanctions for
noncompliance; provided, however, that in the event the Operator becomes
involved in, or is threatened with, litigation with a subcontractor or vendor
as a result of such direction by the contracting agency, the Operator may
request the United States to enter into such litigation to protect the interests
of the United States. Operator acknowledges that it may be required to file
Standard Form 100 (EEO-1) promulgated jointly by the Office of Federal
Contract Compliance, the Equal Employment Opportunity Commission, and
Plans for Progress with Joint Reporting committee, Federal Depot,
Jeffersonville, Indiana, within thirty (30) days of the date of contract award if
such report has not been filed for the current year and otherwise comply
with or file such other compliance reports as may be required under
Executive Order 11246, as amended, and Rules and Regulations adopted
thereunder. :

Operator further acknowledges that he may be required to develop a

written affirmative action compliance program as required by the Rules and
Regulations approved by the Secretary of labor under authority of Executive
Order 11246 and supply Non-Operators with a copy of such program if they so
request. '

A

CERTIFICATION OF NONSEGREGATED FACILITIES.

Operator assures Non-Operatars that it does not and will not maintain or
provide for its employees any segregated facilities at any of its
establishments, and that it does not and will not permit its employees to
perform their services at any location, under its control, where segregated
facilities are maintained. For this purpose, it is understood that the phrase
“segregated facilities” includes facilities which are in fact segregated on a
basis of race, color, religion, or national origin because of habit, local
custom, or otherwise. It is further understood and agreed that maintaining
or providing segregated facilities for its employees or permitting its
employees to perform their services at any location under its control where
segregated facilities are maintained is a violation of the equal opportunity
clause required by Executive Order 11246 of September 24, 1965. .

B. Operator further understands and agrees that a breach of the
assurance herein contained subjects it to the provisions of the Order at 41
CFR Chapter 80 of the Secretary of labor dated may 21, 1868, and the
provisions of the equal opportunity clause enumerated in contracts
between the United States of America and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious, or fraudulent
representation may be liable to criminal prosecution under 18 U.S.C. Sec.
1001.

OCCUPATIONAL SAFETY AND HEALTH ACT

Operator will observe and comply with all safety and healthy -standards

promulgated by the Secretary of Labor under Section 107 of the Contract Work
Hour and Standards Act, published in 29 CFR part 1518 and adopted by the
Secretary of Labor as occupational safety and health standard under the
Williams-Steiger Occupational Safety and Health Act of 1970. Such safety and
health standards shall apply to all subcontractors
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Iv.

VETERANS' PREFERENCE

Operator agrees to comply with the following insofar as contracts it lets for

an amount of $10,000 or more or which will generate 400 or more man-days of
employment (each man-day consisting of any day in which an employee
performs more than one hour of work) and further agrees to include he following
provisions in contracts with Contractors and Subcontractors: ’

V.

A.

VI.

CONTRACTOR AND SUBCONTRACTOR LISTING REQUIREMENT

As provided by 41 CFR 50-250, the contractor agrees that all employment
openings of the contractor which exist at the time of the execution of this
contract and those which occur during the performance of this contract,
including those not generated by the contract and including those occurring
at an establishment of the contractor other than the one wherein the
contract is being performed, but excluding those of independently operated
corporate affiliates, shall, to the maximum extent feasible, be offered for
listing at an appropriate local office of the State employment service
system wherein the opening occurs and to provide such periodic reports to
such local office regarding employment openings and hires as may be
required; provided, that this provision shall not apply to openings which the
contractor fills from within the contractor's organization or are filled
pursuant to a customary and traditional employer union hiring arrangement
and that the listing of employment openings shall involve only the normal
obligations which attach to the placing of job orders.

The contractor agrees to place the above provision in any subcontract
directly under this contract. '

CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL LAWS

Operator agrees to comply with the Clean Air Act (42 U.S.C. Sec. 1857)

and the Federal Water Poliution Control Act (33 U.S.C. Sec. 1251) when -
conducting operations involving -nonexempt contracts. In all nonexempt
contracts with subcontractors, Operator shall require:

A

No facility is to be utilized by Subcontractor in the performance of this
contract with Operator which is listed on the Environmental Protection
Agency (EPA) List of Violating Facilities. See Executive Order No. 11738
of September 12, 1973, and 40 CFR Sec. 15.20. ‘

Prompt written notification shall be given by Subcontractor to Operator of
any communication indicating that any such facility is under consideration
to be included on the EPA List of Violating Facilities.

Subcontractor shall comply with all requirements of Section 114 of the
Clean Air Act (42 U.8.C. Sec. 1857) and Section 308 of the Federal Water
Pollution Control Act (33 U.S.C. Sec. 1251) relating to inspection,
monitoring, entry, reports, and information, as well as all other
requirements specified in these Sections, and all regulations and guidelines
issued thereunder.

The foregoing criteria and requirements shall be included in all of
Subcontractors’ nonexempt subcontract, and Subcontractor shall take such
action as the Government may direct as a means of enforcing such
provisions. See 40 CFR Sec. 154 & 5.
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EXHIBIT “G”

Attached to and made a part of that certain Operating Agreement, dated March 20, 2007, by and between
EOG Resources, Inc., as Operator, and Occidenta) Permian Limited Partnership, as Non-Operator.

There is no Exhibit “G” to this Operating Agreement



AAPL - FORM 610RS — 1989 EXHIBIT H _ )
Attached 1o and made a part of that certain Operating Agreement dated March 20, 2007, between EOQG Resources, Inc., as Operator, and Occidental

Permian Limited Partnership. ¢t al, as Non-Operators.

0 W L N —

o LB B b b b L b b W b L o LW R RN R N N R R R R e — e e e e e —
B S B~ R R A I N R S R R - B B G A P N R R I R IR - R T N N W N R = ]

MODEL FORM RECORDING SUPPLEMENT TO
OPERATING AGREEMENT AND FINANCING STATEMENT
THIS AGREEMENT, entered into by and between EOQG Resourges, Inc.
hereinalter  referred 1o as “Operator,”  and  the signmolry paty or partics other than- Operator, hereinafier referred 0

individually as “Non-Opcrator,” and collectively as *Non-Opcerators.”

WHEREAS, the parties to this agrecment are owners of Oil and Gas Leascs and/or Oil and Gas Inierests in the land
identified in IExhibit “A” (said land, Leascs and Inerests being hereinaller called the “Contract Area”), and in any instance in
which the leases or Interests of a party arc not of record, the record awner and the party herclo that owns the interest or
rights therein are reflected on ExhibitA”, :

WIHEREAS, the parties hereto have executed an Operating Agreement dated Murch 20, 2007
(herein the “Operating  Agreement™), covering the Contract Area for the purpose of exploring and developing such lunds,

Lcases and Interests for Oil and Gas; and

WHEREAS, the parties hereto have executed this agrecment for the purpose of impasting notice 1o all persons of the
rights and obligations of the parties under the Operating Agreement and for the further purpose of perfecting those rights
cupable of pertection.

NOW, THEREIFORE, in consideration of the mutual rights and obligations of the partics herelo, it is agreed as follows:

1. This agreement supplements the Operating Agreement, which Agreemenl in its entirety is incorporaled herein by
reference, and all lerms used herein shall have the meaning ascribed to them in the Operating Agreement.

2. The parties do hereby agree that:

A. The Oi} and Gas f.vases and/or Oil and Gas Interests of the parties comprising the Contract Area shall be subject
to and burdened with the terms and provisions of this agreement ond the Operating Agreement, and the parties do
herehy commit such Leases and Interests 1o the pesformance thereof.

3. The exploration and development of the Contract Area lor Qil and Gas shall be povemed by the terms and
provisions of the Operating Agreement, as supplemented by this agreement. ' .

C. All costs and liabilities incurred in opurations under this agreement and the Operating Agrcement shall be bomne
and paid, and all equipment and materials acquired in operations on the Contruct Arca shall be owned, hy the pasties
hereto, as provided in the Operating Agreement. .

D. Regardless of the record title ownership to the Oil and Gus Leases andfor Oil and Gas Interests identified on
Exhibit “A" all production of Oil and Gas from the Contract Arca shall be owned by the partics as provided in the”
Operating Agrecment; provided nothing contained in this agreement shall be deemed an assignment or cross-assignment
of interests covered hereby.

1
Contract Areus as provided in the Operating Agreement.

lach paety shall psy or deliver, or cause 1o be paid or delivered, all burdens on its share of the produclion from the

[ An overriding royalty, production payment, net profils interest or other burden payable out of production hercafter
created, assignments of production given as sceurity lor the payment of moncy and lhose overriding royahtics, production
payments and other burdens payable out of production herclofore created ond defined as Subsequently Created Interests
in the Operating Agreement shall be (i) bome solely by the party whose interest is burdened therewith, (i) subject to
suspension iU a party is required to assign or relinguish 1o another parly an interest which is subject to such burden, and
(i) subject 1o the lien and security intercst hercinafter provided if the party subject 10 such burden fails 1o pay its share
of cxpenses chargeable hereunder und under the Operating Agreement, all upon the terms and provisions and in the
times snd manaer provided by the Operaling Agreement.

G. The Oil and Gas Leases and/or Oil and Gas Interests which are subject hereto may not be assigned or transferred
except in accordance with those terms, provisions and restrictions i the Operating Agreement regulaning such transfers.
This agreement and the Operating Agreement shall be binding upon and shall inure 10 the benelit of the partics hereto,
and their respective beirs, devisees, legal representatives, and assigns, and the terms hereof shall be deemed to run wilh
the leases or interests included within the Jease Contract Area. )

M. The parties shall have the right 10 acquire an interest in renewal, exiension and replacement leases, leases
proposed 1o he surrendered, wells proposed 1o be abandoned, and interests to be relinquished as a result of non-
participation in subsequent operations, all in accordance with the terms and provisions of the Operating Agreement.

. The rights and obligations of the partics and the adjusiment of interests among Ihem in the cvent of a failure or
loss ol title, cach pany's qight 10 propoese’ operations, obligations with respect 1o participation in operations on  the
Contract Area and the conscquences of u failure to parlicipate in operations. the rights and obligaions of the partics
regarding the marketing of production, and the rights and yemedies of the parties for failure to comply with financial
obligations shall be as provided in the Operating Agreement. ’

J. Each party’s interest under this agreement and under ihe Operating Agreement shall be subject to relinguishment
for its failure to participate in subscquent operations and cach party's share ol production and costs shall be reallocated
an the basis of such relinquishment, all upun the terms and provisions provided in the Operating Agreement.

K. All other matters with respect 1o cxploration and development of the Contract Area and the ownership and
teansler of the Ol and Gas teases and/or Oil und Gas Inlerest thercin shall be governed by the terms and provisions of
the Operating Agreement, )

3. The parties hereby grant reciprocal liens and security interests as follows:

A. Each party granis to the other pasties hercto a lien upan any interest 1t now owns or hereafler acquires in Oil and
Gas lLeases and Oil and Gas Interests in the Contruct Area, and a sccurity interest and/or purchase muncy security
interest in any interest it now owns or hereuficr acquires in the personal property and fixtures on or used or obtained
for use in connection therewith, to secure performance of all of jis obligations under this agreement and the Operating
Agreement including but not limiled to payment of expense, interest and fees, the praper disbursement of all monics
paid under this agreement und the Operating Agreement, the assignment or relinquishment of intcrest in Oil and Gas
Leases as required under this agreement and the Operating Agreement, and the proper pertormance of opcrations under
this agreement and the Operaling Agreement. Such lien ond sceurily interest granted by cach party hereto shall include
such party’s leaschold interests, working intercsts, operating rights, and royalty and overriding royalty interests in the
Contract Arca now owned or hereatter acquired and in lands pooled or unitized therewith or otherwise becoming subject
o his agreement and the Operating  Agreement, the Oil and Gas when exiracted therefrom and  equipment  siwated
thercon or uscd or oblained for usc in conncclion therewith (including, without limiwtion, all wcils, 100ls, and tubular

goads), and accounts (including, without limitation, accounts arising from the sale of production at 1he wellhead),
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contracl rights, inventory and general intangibles relating thereto or arising Lherefrom, and all procecds and products of

the forcgoing.

B. Each party represents and warants {0 the other parties hereto that the lien and securily interest granted by such
party to the other partics shall be a first and prior lien, and cach party hereby agrces to maintain the priorily of said lien
and security interest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this
agreemenl and the Operating Agreement by, through or under such parly. All parties acquiring an interest in Oil and
Gas Leascs and Oil and Gas Interests covered by this agreement and the Operating Agreement, whether by assignment,
merger, morigage, operation of law, or otherwise, shall be deemed 1o have taken subject to the licn and security intcrest
granted by the Operating Agreement and this instrumenl as -to all obligations attributable to such interest under this
agreement and the Operating Agreement whether or not such obligations arise before or after such interest is acquired.

C. To the extent that the ‘panies have a securily interest under the Unitorm Commercial Code of the state in which
the Contract Area is situated, they shall be entitled to exercise the rights and remedies of a sccured party under the Code.
The bringing of a suit and the obtaining of judgment by a party for the sccured indebtedness shall not be deemed an
cicction of remedies ar otherwise uffect the licn rights or security interest as sccurity for the payment thereof. In
addition, upos default by any party in the payment of its share of expenses, interest or fees, or vpon the 'jmpropcr use of
funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect
* from the purchaser the proceeds from the sale aof such defaubiing party’s shace of O1 and Gas until the amount owed by
such party, ;Slus interest, has been received, and shall have the right to offset the amount owed against the proceeds from
“the sale of such defaulting party's sharc of Oil and Gas. All purchasers of production may rely on a notification of default
from the non-defaulting party or parties stating the smount duc as a result of the default, and all parties waive any
recourse availahle against purchasers for releasing production proceeds as provided in this paragraph.

D. If any party fails to pay its share of cx'penscs within one hundred-twenty (120) days after rendition of a statement
therefor by Operator the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid
amount in the proportion that the interest of cach such party bears 1o the interest of alt such parties. The amount paid
by cach party so paying its share of the unpaid amount shall be sccured by the liens and security rights described in this
paragraph 3 and in the Operating Agreement, and each paying parly may independently pursue any remedy available
under the Operating Agreement or otherwise,

C. If any party does not perform all of its abligations under this agreement or the Operating Agreement, and the
failure to perform subjects such parly 10 foreclosure or execution proceedings pursuant lo the provisions of this
agreement or the Operating Agreement, to the extent allowed by goveming law, the defauiting party waives any
available right of redemption from and after the date of judgment, any réquired valuation or appraisement of the
morigaged or secured property prior ta sale, any available right o stay execution or to require a marshaliing of assets
and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each
party hereby grants to ihe other parties a power of sale as to any property that is subject (o the lien and security rights
granted hereunder or under the Operaling Agreement, such power to be cxercised in the manner provided by applicahle
law or otherwise in a cornmiercially reasonable manner and upan reasonable notice.

F. The lien and sccurity imerest granted in’ this paragraph 3 supplements identical rights granted under the
Operating Agreement.

G. To the extent permited by applicable law, Non-Opgrators agree thal Operator may invoke or ulilize the
mechanics’ or materialmen’s lien law of the state in which the Conlract Area is situated in order to secure the payment
to Operator of any sum due under this agreement and the Operating Agrecment for services performed or materials
supplied by Operator. :

H. The above described security will be financed at the wetlhead af the well or wells located on the Cunfrace Area and
this Recording Supplement may be filed in the lund records in the County wr Parish in which the Contract Area is
located, and as a financing staterment in all recording offices required wnder the Uniform Commercial Code or other
applicable stale statutes to perfect the above-described security interest, and any party hereto may file a continuation
statement as necessary under the Uniform Commercial Code, or other state laws.

4. This agreement shall be clfective as of the date of the Operating Agreement as above recited. Upon termination of
this agreement und the Operating Agreement and the satistaction of all obligations thereunder, Operator is authorized w0 file
of record in all necessary recording offices u notice of termination, and easch party hereto agrees to execute such a notice of
termination as to  Operator’s interest, upon the request of Operator, if Operator has complicd with all of its financial
abligations,

5. This agreement and the Operating Agreement shall be binding upon and shall inure o the benefit of the parties
hereto and their respective heirs, devisces, legal representatives, successors and assigns. No o sale, encumbrance, ransfer or
other disposition shall be made by any parly of any interest in the Leases or Interests subject hercto except as expressly
permitted under the Operating  Agreement and, iI' permitted, shall be made expressly subject to this agreement and the
Operating Agreement and without prejudice to the rights of the other parties. If the transfer is permitted, the assignee of an
ownership interest in any Oi and Gas Leasc shall be deemed a party to this agreement and the Operaling Agreement as to
the interest assigned from and after the effective date of the transfer of awnership; provided. however, that the other parties
shall not be required to recognize any such sale, encumbrance, (ransfer or other disposition for any purpose hereunder until
thirty (30) duys after they have received a copy of the insirurhent of transfer or other satisfactory evidence Lhercof in writing
from the transferor or transferee. No assignment or other disposition of interest by a party shall relieve such party of
obligations previously incurred by such party under this agreement or the Operating Agreement with respect to the interest
transierred, including without limitalion the obligation of a party to pay all costs atributable to an operation conducted under
this agreement and the Operating Agreement in which such party has agreed to participate prior to making such assignment,
and the lien and security interest granted by Article ViL.B. of the Operating Agreement and hereby shall continue to burden
the interest transferred to secure payment of any such obligations.

6. In the event of a conflict between the terms and provisions of this agrcement and the terms and provisions of the
Operaling Agreement, then, as between the parties, the terms and provisions of the Operating Agreement shall contral.

7. This agreement shall be binding upon esch Non-Operalor when this agreement or a counterpart thereof has been
cxecuted by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by alt of
the parties 1o which it is tendered or which are listed on Exhibit "A” as owning an imterest in the Contract Area or which
own, in fact, an interest in the Contract Area. In the cvent that any provision herein s illegal or unenforceable, the

remaining provisions shall not be aflected. and shall be enforced as il the illegal or unenforccable provision did not appear herein.

L2
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8. Other provisions.

EQG Resources, Inc. . who has prepared and circulated this form for execution, represents and warrants
that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Form GI10RS-1989 Model
Form Recording Supplement to Operating Agreement and Financing Statement, as published in computerized form by
Forms On-A-Disk, Inc. No changes, alterations, or modifications, other than those made by strikethrough and/or insertion
and that are clearly recognizable as changes in Articles I, 1, V1, V111, X, XHI, XIV XV} have been made to the form.

IN WITNESS WHEREOF, this agreement shall be effective as of the _ 20th__ day of Mareh
year: 2007, .
ATTEST OR WITNESS: OPERATOR

EOG Resources, Ing

By:
Steven E. Weatherl
Type or Print Name
Title: Vige President
Date:
Address: P. 0. Box 2267, Midland, Texas 79702
ATTEST OR WITNESS: NON-OPERATOR

Qccidental Permian Limited Partnership

By:
Type or Print Name
Title:
Date:
Address: 6 Desta Drive, Midland, 1X_79707
Attest or Witness: Hunt Cimarron Limited Partnership
dsb/a Cimarron Expl i 3
Date
Address: P. Q. Box 1592, Roswell, NM 88202
State of )
} ss.
County of )
This fargoing instrument was acknowledged before me on day of , 2007, by

Steven E. Weather!, as Vice President of EOG Resources, Inc., a Delaware corporation, on behalf of said corporation.

(Seal, if any) -
Notary Public, State of

Title (and Rank)

My commission expires:
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’ } ss.
County of )

, as of Occidental Permian Limited Partnership.
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5 This forgoing instrument was acknowledged before me on day of , 2007, by
6
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9 (Seal, ifany)
10 Notary Public, State of
il

12 Title {and Rank)

13

14 ' My commission expires:

15
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17 State of )

18 ) ss.

19 County of )

20

21

22 This instrument was acknowledged before me on this day of , 2007, by
23 , as of Hunt Cimarron Limited Partnership, d/b/a Cimarron
24 Exploration Company.
25

26

27 (Seal, if any)

28 Notary Public, State of
29

0 ’ Title (and Rank)
31

32 My comimission expires:
33 )
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EXHIBIT “A”
Attached to and made a part of that certain Model Form Recording Supplement to Operating Agreement

dated March 20, 2007, by and between EOG Resources, Inc., as
Operator, and Occidental Permian Limited Partnership, et al, as Non-operators

1. DESCRIPTION OF LANDS SUBJECT TO THIS AGREEMENT:

T-18-S, R-34-E. NMP .M.
Section 17: SW/4 NW/4
containing 40.00 acres, more or less, Lea County, New Mexico

2, RESTRICTIONS, IF ANY, AS TO DEPTHS, FORMATIONS, OR SUBSTANCES:
Limited to depths below the base of the Queen formation to the base of the Bone Spring
formation.

3. PARTIES TO AGREEMENT WITH ADDRESSES AND TELEPHONE NUMBERS FOR NOTICE
PURPOSES:
EOG Resources, Inc. ‘ Telephone: 432-686-3600
P.O. Box 2267 © Fax 432-686-3773

Midland, Texas 79702-2267
ATTN: D.W. Hurlbut

Occidental Permian Limited Partnership Telephone: 432-685-5769
P. O. Box 50250 Fax: 432-685-5905
Midland, TX 79710
ATTN: David Evans

Hunt Cimarron'Limited Partnership Telephone: 505-623-9799
d/b/a Cimarron Exploration Company ) Fax: 505-624-1006
P. O. Box 1592

Roswell, NM 88202

4. PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO THIS AGREEMENT:

OWNER WIBPO % WIAPO %

*EOG Resources, Inc. 75.00% 62.50%

QOccidental Permian Limited Partnership 25.00% 25.00%

*Hunt Cimarron Limited Partnership d/b/a Cimarron

Exploration Company 0.00% 12.50%
: TOTAL 100.00% 100.00%

*Subject to Farmout Agreement with election to convert ORRI to a W/ after payout.

5. Olt. AND GAS LEASES AND/OR OIL AND GAS INTERESTS SUBJECT TO THIS
AGREEMENT:

1) EOG lease number: 0105102-000

Serial number: NM LG-1125

Lessor: State of New Mexico

Lessee: Amoco Production Company

Date: Aprit 1, 1973

Recorded: N/A

Land: Insofar as said lease covers the SW/4 NW/4 of Section 17,

Township 18 South, Range 34 East, N.M.P.M., Lea County, New
Mexico, containing 40.00 acres, more or less

WD Hurlbut\EKA\CIMARRON 17 ST 1\EX A RS - JOA Cimarron 17-1.doc



6. BURDENS ON PRODUCTION:

Subject to Farmout Agreement between EOG Resources, Inc. and Hunt Cimarron Limited
Partnership with election to convert the retained ORRI to a3 WIAPO.
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