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9-12-89

9-22-89

9-28-89

10-12-89

10-13-89

10-16-89

0J0 CHISO FEDERAL #2
S/2 SECTION 26, T22S-R34E
LEA COUNTY, NEW MEXICO

SUMMARY OF EVENTS

Propose well with attached AFE and notice of hearing

(10-18-89) to BTA, Pacific and Joe Reynolds.

Phone conversation with above to confirm receipt of proposal
and AFE.

Phone call to BTA, Pacific and Joe Reynolds indicates all
parties evaluating.

Receive phone call from Pacific who wants a 30 day continuance.

Phone call to Pacific to turn down proposal.

Phone call to BTA and Joe Reynolds indicates both parties
evaluating.
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Oryx Energy Company
Campbell Centre 11
8150 North Central Expy
PO Box 2880

Dallas TX 75221-2880
214 891 1500

Exploration

September 12, 1989 Northern Region

Certified/Return Receipt

BTA 0il1 Producers
104 South Pecos
Midland, TX 79701

Attn: Bob Crawford

RE: 0J0 Chiso Federal #2
S/2 Section 26, T22S-R34E
Lea County, New Mexico
Antelope Ridge Prospect

Gentlemen:

Oryx Energy Company proposes to drill a 13,700' Morrow Test (990' FSL
and 2,030' FEL) Section 26, T22S-R34E, Lea County, New Mexico. We plan
to designate the S/2 of Section 26, T22S-R34S as the 320 acre proration
unit for the well. Estimated well costs are shown on the attached AFE,

If you choose to participate in the proposed well, please execute and
return the attached AFE. An AAPL 610-1982 Model form JOA with Oryx as
Operator will be circulated to all participating parties.

We will have a force pooling hearing scheduled for October 18, 1989, If
we have your decision on this matter prior to that date we can dismiss
the hearing.

1f you have any questions, call me at (214) 891-5356.

Sincerely,
Oryx Energy Co.

R T e e T r——— T —
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Alan Beers N 'eR
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Oryx Energy Company
Campbell Centre 11
8150 North Central Expy
PO Box 2880

Dallas TX 75221-2880

om 214 891 1500

Exploration

September 12, 1989 . x«\\ Northern Region

Certified/Return Receipt
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Pacific Enterprises

Midland, TX
Attn: John Lodge

/

./‘/' V

RE: 0J0 Chiso Federa ”
S/2 Section 26, T22S-R34E
Lea County, New Mexico
Antelope Ridge Prospect

Gentlemen:

Oryx Energy Company proposes to drill a 13,700' Morrow Test (990' FSL
and 2,030' FEL) Section 26, T22S-R34E, Lea County, New Mexico. We plan
to designate the S/2 of Section 26, T22S-R34S as the 320 acre proration
unit for the well. Estimated well costs are shown on the attached AFE.

If you choose to participate in the proposed well, please execute and
return the attached AFE. An AAPL 610-1982 Model form JOA with Oryx as
Operator will be circulated to all participating parties.

We will have a force pooling hearing scheduled for October 18, 1989. If
we have your decision on this matter prior to that date we can dismiss
the hearing.

If you have any questions, call me at (214) 891-5356.

Sincerely,
Oryx Energy Co. )

(U LDt

Alan Beers
Landman
Attachment(s)
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Oryx Energy Company
Campbell Centre 11

8150 North Central Expy
PO Box 2880

Dallas TX 75221-2880
214 891 1500

Exploration

September 12, 1989 Northern Region

Certified Return/Receipt

Joe Reynolds
2333 50th Street
Lubbock, TX 79421

RE: 0JO Chiso Federal #2
S/2 Section 26, T22S-R34E
Lea County, New Mexico
Antelope Ridge Prospect

Gentlemen:

Oryx Energy Company proposes to drill a 13,700' Morrow Test (990' FSL
and 2,030' FEL) Section 26, T22S-R34E, Lea County, New Mexico. We plan
to designate the S/2 of Section 26, T22S5-R34S as the 320 acre proration
unit for the well. Estimated well costs are shown on the attached AFE.

If you choose to participate in the proposed well, please execute and
return the attached AFE. An AAPL 610-1982 Model form JOA with Oryx as
Operator will be circulated to all participating parties.

We will have a force pooling hearing scheduled for October 18, 1989. If
we have your decision on this matter prior to that date we can dismiss
the hearing.

If you have any questions, call me at (214) 891-5356.

Sincerely,
Oryx Energy Co. ‘?
S

é;/fﬁki%ann ,ﬁ({i;l4c;aLl—-

Alan Beers
Landman

Attachment(s)
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AUTHORITY FOR EXPENDITURE PAGE 1

" €.0. - P.I. SUMMARY AFE NO: 05677
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 08/31/89
AMOUNT GROSS/NET: 1,376,000 / 688,000 ORIG GROUP: SOUTHWESTERN
EST COMPL DATE: DEPARTMENT: DRILLING SEGMENT: 22
BUDGETED: Y BUDGET CAT: D-PRI ONSHR GASPROP

WELL: 2
STATE: NEW MEXICO

OBJECTIVE: GAS RESERVES: “GAS / 2B / 1969  : OIL / 2B / 24
(MBBL/MMCE)
DRILL AND COMPLETE A 13,700' MORROW GAS WELL

...... {. - e e e e e e P = = == = - - - -
\ GROSS  GROSS ------- TOTAL-=-e=-- ~
ACTIVITY. / ASSET CLASS QTY __ INTANG __ TANG ___ GROSS NET
DRILL/COMPLETE 1 833000 543000 1376000 688000
OIL/GAS
GRAND TOTAL 833000 543000 1376000 688000
BEFORE EXAMINER STOGNER
Oil Conservation Division
Exhibit No. S
Case No. _ 4 =
4L I
PREPARED BY: BOB BAKER / JR CREATED ON: 08/31/89
:====DISTRICT---=:--JOINT OPERTN-=:-----REGION=-~--: ~-HEADQUARTERS-~
APPROVED : : Z é ’ ﬁ; :
concwrence : 92 Aoy P W Amrx by
............ ;-:JZ.C::. --'.’Z‘.’@.@.);---------------_;----JJ.G;HAs“ss-.---_---___--_-
DISAPPROVE : :
DATE : : -9
NON : COMPANY/TITLE NAME/ STGNATURE DATE
OPERATOR

APPROVAL



AUTHORITY FOR EXPENDITURE PAGE 2

© C.0. - P.I. ACTIVITY DETAIL AFE NO: 05677
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 08/31/89
ACTIVITY: DRILL/COMPLETE ASSET CLASS: QIL/GAS
AMOUNT GROSS/NET: 1,376,000 / 688,000
ID NO/NAME: 0000000000 / WKG INT-BCP: 0.50000000

-ACP: 0.50000000

INTANGIBLE ITEMS PRODUCER DRY HOLE
LOCATION 25,000 25,000
RIG MOVE 25,000 25,000
FOOTAGE 199,000 199,000
DAY WORK 115,000 115,000
BITS & RMRS 23,000 23,000
FUEL 5,000 5,000
WATER 25,000 25,000
MUD & CHEMICALS 70,000 70,000
CEMENT & CEMENT SERVICE 85,000 72,000
RENTALS 38,000 26,000
MUD LOGGING 12,000 12,000
LOGS - WLT- SWC 30,000 25,000
CSG/TBG TOOLS/SERVIC 25,000 13,000
COMPLTN/WORKOVER RIG 12,000 0
WIRELINE / PERFORATN 20,000 0
SUPERVISION 30,000 26,000
TRANSPORTATION 18,000 9,000
MISC & CONTINGENCY 76,000 67,000
TOTAL INTANGIBLES 833,000 737,000
TANGIBLE ITEMS SIZE  FEET PRODUCER DRY HOLE
CASING 13-3/8 1750 40,000 40,000
CASING 9-5/8 4850 72,000 72,000
CASING 7-5/8 11700 205,000 205,000
CASING 5-1/2 L 2300 36,000 0
TUBING 2-7/8 11400 103,000 0
TUBING 2-3/8 1000 7,000 0
WELLHEAD 45,000 7,000
OTHER DRILLING TANG 35,000 10,000
TOTAL TANGIBLES 543,000 s
TOTAL GROSS 1,376,000 1,071,000

TOTAL NET ' 688,000 535,500



AUTHORITY FOR EXPENDITURE

c.0. - P.I. AFE NO: 05669
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 08/30/89
AMOUNT GROSS/NET: 110,000 / 55,000 ORIG GROUP: SOUTHWESTERN

EST COMPL DATE: DEPARTMENT: OPERATIONS ENGINEERING SEGMENT: 00
BUDGETED: Y BUDGET CAT: D-PRI ONSHR GASPROP

BUDGET YEAR/AMOUNT: 89 / 55,000

ID NO/NAME:0000000000 / 0JO CHISO FED. COMM. WELL: 2
FIELD: COUNTY: STATE:

LOCATION:

WKG INT: 0.50000000 INCOME INT: 0.37940000 TOTAL DEPTH:

OBJECTIVE: RESERVES:

ACTIVITY: EQUIP WELL ASSET CLASS: OIL/GAS

SURFACE EQUIPMENT FOR MORROW GAS WELL.

LINE ITEM DESCRIPTION INTANGIBLE TANGIBLE TOTAL
THERMO-PAK GAS PROD. UNIT 2,000 18,000 20,000

(W/16" X 10' 3 PH, 1440 PSI WP SEP
1 MMBTU/HR BURNER, 6300 PSI COILS,

70 SQ. FT.)
3 - 500 BBL WELDED STEEL TANKS 0 17,000 17,000
AXELSON AM-AG HI-LO SAFETY VALVE 500 5,000 5,500
24" X 10" VERT 2-PH FLASH SEP 0 4,000 4,000
GLYCOL DEHYDRATION UNIT 0 30,000 30,000
200" X 3-1/2", XXS ASTM A106 L.P. 0 2,000 2,000
750 GALS ETHYLENE GLYCOL 0 3,000 3,000
MISC 11,500 6,500 18,000
CONTINGENCIES (10%) 2,000 8,500 10,500
TOTAL GROSS 16,000 94,000 110,000
TOTAL NET 8,000 47,000 55,000
PREPARED BY: R. MUNOZ/BS 3% P &%/ CREATED ON: 08/30/89
:====DISTRICT===~:==JOINT OPERTN--:-----REGION-----: ~HEADQUARTERS--
APPROVED ; :
............ Ao S et e
CONCURRENCE : 1% Admye #v
S Y7 1N £y S O S S
DISAPPROVE
W aees S
NON : COMPANY/TITLE NAME/ S TGRATURE DATE
OPERATOR

APPROVAL
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OPERATING AGREEMENT
DATED

July 21, 19 .89,

 OPERATOR __Oryx Energy Company

CONTRACT AREA N/2 Section 26, T22S-R34E

COUNTY OR PARISH OF Lea STATE OF __New Mexico

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

BEFORE EXAMINER STOGNER

Oil Conservation Divisian
. Exhibit No. _i

. Case No. ?7&7}




A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982
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A.APL FORM 610 - MODEL FORM OPERATING AGREEMEN\T - 1982

OPERATING AGREEMENT

THIS AGREEMENT, entered into 16 and between Orlx E”eﬂx Con_]Qany . as Managing

General Partner of Sun Operating Limited Partnership hereinalter designated and

- relerred to as **Operator'’, and the signatory party or partics other than Operator, somelimes hereinalter relerred to individually herein

as ‘'Non-Operator’’, and collectively as “*Non-Operators’’.
WLUTNESSETH:

WHEREAS, the parties to this agrecment are owners of oil and gas leases andfor oil and gas interests in the land identilied in
Exhibit **A"", and the parties hereto have reached an agrecinent to explore and develop these leases andfor oil and gas interests for the
production of oil and gas to the extent and as hereinalter provided,

NOW, THEREFORE, it is agreed as {ollows:

ARTICLE 1.
DEFINITIONS

As used in this agreement, the {ollowing words and terms shall have the meanings here ascribed to them:

A. The term '‘oil and gas'’ shall mean oil, gas, casinglicad gas, pas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specilically stated.

B. The tenins '‘oil and gas lease™, *‘lease’’ and “‘leaschold’” shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which are owned by the partics to this agreement.

C. The term *‘oil and gas interests’’ shall mican unleased Iee and mineral interests in tracts of land lying within the
Contract Area which are owned by partics to this agreement,

D. The term *'Contract Area"" shall mean all of the lands, oil and gas léasehold interests and il and gas interests intended to be

developed and operated lor oil and gas purposes under this agreement. Such lands, othend-gesteaschold-interesta-nidoi-snd-gas-interests

are described in Exhibit “A"",

E. The term “‘drilling unit’’ shall mean the area lixed for the drilling of one well by order or rule of any state or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

F. The term “‘drillsite’’ shall mean the oil and gas lease or interest on which a proposed well is to be located.

G. The terms *‘Drilling Party'* and *'Consenting Party’’ shall meun a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agreement,

H. The terms *'Non-Drilling Party' and '‘Non-Consenting Party'' shall mean a party who clects not to participate
in a proposed operation.

Unless the context otherwise clearly indicales, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the feminine.

ARTICLE 1l
EXLBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereol:
X A. Exbibit *'A™, shall include the [ollowing information:
(1) ldentification of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or {ractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
{5) Addresses of parties lor notice purposes.

X C. Exhibit **C"", Accounting Procedure.

{X D. Exhibit *D"*, Insurance.

X E. Exhibit "E'*, Gas Balancing Agreement.

(X F. Exhibit *'F*’, Non-Discrimination snd Certilication of Non-Segregated Facilities.

1Y}
)

If any provision of any exhibit, except Exhibits "'E** and *'G'", is inconsistent with any provision contained in:the body
of this agreement, the provisions in the body of this agreement shall prevait. ks
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A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 1L
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Arca, that interest shall be treated for all purposes of this agreement
and during the term hereol as if it were covered by the form ol il und gas lease attached hereto as Exhibit **B*’, and the owner thereol
shall be deemed to own both the royalty interest reserved in such lease and the intecest of the lessee thercunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilitics incurred in vperations under this agreament shall be borue and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the partics us their interests are sct
forth in Exhibit **A"’, In the same manner, the parties shall also own all production of oil and gas from tie Contract Area subject lo the

payment of royalties to the extent of __One—eighth {1/8¢h) which shall be borne as hercinalier set forih,

Regardless of which party has contributed the lease(s) andfor oil and gas interest(s) hereto on which royalty is due and
payable, each party entited to receive a share of production of vil and gas ltom the Contract Area shall bear and shall pay or deliver, oc
cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the
other parties [ree from any liability therelor. No party shall ever be responsible, however, on a price busis higher than the price received
by such party, to any otlier party’s lessor or royally owner, and if any such other party’s lessor or royalty owner should demand and

receive settlement on 2 hngher price basis, the party contributing the affected tease shall bear the additional royalty burden atributable to
such higher price.

Nothing contained in this Article L1, shall be deemed an assignment or cross-assignment of interests covered hereby.

Iy

C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, il the interest of any party in sy lease covered hereby is subject to any royalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Acticle HLU., such patty su
burdened shall assume and alone bear all such excess obligations and shall indeninily and hold the other partics hereto harmless {rons any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequeatly Created Interests:

If any party should herealler create an overriding royalty, production payment or other burden payable out of production
attributable to its working interest hereunder, or il such a burden existed prior to this agreement and is not set forth in Exhibit “*A™, or
was not disclosed in writing to all other pacties prior to the exccution ol this sgreement by all partics, o is not a jointly acknowledped and
accepled obligation of all parties (any such interest being heceinalter relerred 1o as **subsequently created interest”” irrespective of the

timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinalter reflerred
to as ‘‘burdened party'"), and:

1. If the burdened party is required under this agreement to assign or relinguish to any other party, or partics, all or a portion
of its working interest andfor the production attributable thercto, said other party, or parties, shall receive said assignient andjor
production {ree and clear of said subsequently created interest and the burdened party shall indemnily and save said other party,

or parties, harmless from any and all claims and demands (or payment asserted by owners of the subsequently created interest;
and,

2. I{ the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VILD. shall be

enlorceable against the subsequently created interest in the same manner as they arc enforceable aguinst the working interest ol
the burdened party,

ARTICLE 1V.
TIILES

A. Title Examination:

. X3

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling opcr-ﬂiéhs of, il
the Drilling Parties so request, title examination shall be made on the Jeases andfor oil and gas interests included, or planned tlo be includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working intcrest, minerals, royalty, memdnu,
royalty and production payments under the applicable leases. Al the tisne a well is proposcd, cach party contributing leases and/or oil and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts {including federal lense status
geports), title opinions, title papers and curative material in its possession [ree of charge, All su¢h information not in the po:wﬁwu ol or
made available to Operator by the parties, but necessary for the examination of the title, shall be obtasined by Operator, Operalor shall
cause litle to be examined by attorneys on its stall or by outside attorneys. Copies of all title opinions shull be lum:shgd to Lach pmy

hereto, The cost incurred by Operator in this title progrant shall be borne as [ollows: ( ‘ i 1 iy
shut-in gas royalty opinions and division ordertitte-opsionsishall be 2 part of the administrative overhead as prloyi_qed:ix')l,l;ill;ibii’."'r(l'f«._, :

IR B LR TP
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A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 1Y
continued
8 Option No. 2: Costs incurred by Operator in procuring abstracts and fves paid outside attorneys for title examination
{including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the total interest of all Dritling Parties as such interests appear in Ex-

hibit *'A’". Operator shall make no charge lor secvices rendered by its stall attorneys or other pecsonnel in the peclormance of the above
{unctions.

Each party shall be responsible for securing curative matier and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the prepiration and recording of pooling
designations or declarations as well as the conduct of hearings belore governmentat agencies lor the securing of spacing or povling orders.
This shall not prevent any party [rom appearing on its own behalf at any such hearing.

No well shall be drilled on the Contract Ares until alter (1) the tide to the drillsite or drilling unit has been examined as above

provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the partics who are to par-
ticipate in the drilling of the well.

B. Loss of Title:

1. Failure of Title: Should any oil and gus interest or lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest {rom that shown on Exhibit **A"", the party contributing the alleeted lease or interest shall have ninety (90) days
from linal Jetermination of tite [silure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject 10 Article VIILB., and failing 1o do so, this ngreenient, nevertheless, shall continue in force as to all remaining oil
and gas leases and interests: and,

{a) The party whose oil and gas lease or interest is allected by the title lailure shall bear alone the entire loss and it shall not be
entitled to recover Irom Operator or the other parties any development or operating costs which it may have theretolore paid or incurred,
but Uiere shall be no additional liability on its part to the other parties hercto by reason of such title failure;

(L) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has
been Just, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has o
curred, so that the interest of the party whouse lease or interest is alfecied by tre title fuilure will tierealter be reduced in the Contract
Arez by the amount of the interest lost;

(c) Uf the proportionate intecest of the other parties herclo in any producing well theretolore drilled on the Contract Area is
increased by reason of the title failure, the purty whose title has failed shall receive the proceeds attributable to the increase in such in-
terest (less costs and burdens attributable thereto) unul it has been reimbursed for unsecovered costs paid by it in connection with such
well; . .

(d) Should any persen not a party to this agreement, who is determined to be the owner of any interest in the title which has
failed, pay in any manncr any part of the cust of operation, developiment, ur equipment, such amount shall be paid to the party or partics
who bore the costs which are so refunded;

(e) Any liability to account to a third party for prior production of oil and gas which arises by reason of title luilure shail be
borne by the party or parties whose litle failed in the sumie proportions in which they shared in such prior production; and,

() No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the delense of the interest

claimed by any party hereto, it being the intention af the parties hercto that cach shall defend title to its interest and bear all expenses in
connection therewith.

2. Loss by Non-Payment or Erroncous Payment of Awount Due: I, through mistake or oversight, any rental, shutin well
payment, minimum royalty or royalty payment, is not paid or is erroncously paid, and as a result a lease or interest therein terminutes,
there shall be no smonetary liability against the party who failed to make such payment. Unless the party who fuiled to muke the required
payment sccures a new lease covering the samie interest within ninety (W) days from the discovery of the fuilure to make proper payment,
which acquisition will not be subject 10 Article VILE., the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, und the party who failed 1o 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 terminated. In the event the party who fuiled w muke the
required paymeat shall not have been {ully reimmbursed, at the time of the luss, from the proceeds of the sale of oil and gas auributable to
the Jost interest, calculated on an acreage basis, for the development and opersting costs theretolore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs therctofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously asbandoned) from so much of the following as is necessary to elfect reimbursement:

{a) Procceds of oil and gas, less operating expenses, theretofoze accrued 1w the credit of the lost interest, un an acrcage basis,
up to the amount of unrecovered costs;

() Procecds, less operating expenses, therealter accrucd auributable o the lost interest on an acreage basis, of that portion of
oil and gas therealter produced and marketed (excluding production from any wells therealter drilled) which, in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of suid
portion of the oil and gas to be contributed by the other partics in proportion to their respective interests; and, X

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becoms, the owner of (ln, interest
lost, for the privilege of participating in the Contract Area or becoming a party Lo this agreement. &

(]

“l
3. Olhcr Losscs: All losses incurred, other than those set forth in Articles 1V.B.1. and IV.B.2. above, slmll be ;ouu “losses

and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining pornon of
the Contract Area.
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ARTICLE V.
OPLERATOR

A. Designation and Respoasibilities of Operator:

Oryx Energy Company shall be the
Operator ol the Contract Area, and shall conduct and direct and have [ull control of all operations on the Contract Area as permitted and
required by, and within the imits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shalf

have no liability as Operator to the other partes for losses sustained or liabilities incurred, except such as may result [rom gross
negligence or willful misconduct.

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

B

1. Resignation or Removal of Operator: Operator may resign at sny time by giving written notice thersof to Non-Operators,
If Operator kemimtu TES Tegal exUstence, no longer owns an fnterest in the Contract Ares or bscomes {nsolvent or becomes
bankrupt or {s placed In recefvership,

it shall ceasc to be Operator without any action by Non-Operator, except the selection
of 8 successor. Operator may be removed ff it fails or refuses to carry out {ts dutfes hereunder or is no longer <apable of
serving as Operatgr by the affirmative vote of two (2} or more Hon-Operators owning 8 majority interest based on ownership as
shown on Exhibft “A”, after excluding the voting Interest of QOperator. Such resignation or removal shall not become effective
untfl 7:00 o'clock A.M. on the first day of the calendar month following the expiration of ninety (90) days after the giving
of notice of resignation by Operator or action Ly the Non-Operators to remove Operator, ualess a successor Operator has been
selected and assumes the dutfes of Operator at an earlier date, Operator, after effective date of resignation or removal,
shall bt'bound by the terms hereol as Nun-Operator. A chinge of a corporatfon name or structure of Operator ar transfer of
Operator's finterest to any single subsidiary, parent or successor corporation shall not be the bastis for removal of Operator,

2. Selection of Successor Operator: Upon the resignation or remaval of Operator, a successor Operator shall be
selected by the affirmative vote of the parties owning a majority {nterest based on ownership as shown on Exhibit "A", The
Successor Operstor shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator {s selected. If the Operator that {s removed fails to vote or votes only to succeed {tself, the successor Operator
shall be selected by the affirmative vote of those parties owning a majorfty interest based on ownership as shown on Exhibit
“A", and after excluding the voting {nterest of the Operator that was removed,

C. Employees:

The number of employees used by Operator in conducting cperations hereunder, their selection, and the hours of labor and the
compensation for services performed shall be determined by Operator, and all such employces shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a competilive contract basis at the usual rates prevailing in the area. If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therelor shall not exceed the prevailing
rates in the area and the rate of such charges shall be ageeed upon by the parties in writing before drilling operations are commenced, and

such work shall be performed by Operator under the same terms and conditions as are customary and usual in the arca in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE VI
DRILLING AND DEVELOPMENT
A. Initinl Well:
On or before the_ 15t day of September , 19289 Operator shall commence the drilling of a well for

oil and gas at the following location:

At a legal location in the N/2 of Section 26, T22S-R34E, Lea County, N.M,
and shall therealter continue the drilling of the well with due diligence to 7;{1

- , ik

a depth sufficient to test the Morrow formation or to 13,700'; whichever, ;’I .
is the lesser depth. the

L
unless granite or other practically impenctrable substance or condition in the hole, which renders further drilling impra?gp!, is en-
countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. PICEICN

SN
Operator shall make reasonable tests of alt formations encountered during drilling which give indication of c;p\ajning’; i

. . . e . P o et e . 3 o ! .
-8as in quantilies suflicient to test, unless this agreement shall be limited in its application to a specific formation or (orm_ah@s:.fln which
event Operator shall be required to test only the formation or formations to which this agreement may apply. Am"' &k
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ARTICLE V1
wonlinued

I, in Operator's judgment, the well will nut produce oil or gas in paying quantitics, and it wishes to plug and abanden the
well as a dry liole, the provisions of Article VLE.L. shall therealter apply.

B. Subsequent Operations:

L. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense ol all parties or a well jointly owned by all
thie parties and not then producing in paying quantitics, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of tie proposed operation, specilying thie work to be perlormed, the location, proposed depth, objective lorma-
tion and the estimated cost of the operation. The partics receiving such a notice shall have thirty (30) days alter receipt of the notice
within which to notily the party wishing to do the work whether they elect o participate in the cost of tie proposed aperation. if a drill-
ing rig is on location, notice of a proposal to rework, plug back or drill decper may be given by telephone and the response period shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an clection by that party not to participate in the cost of the proposed operation, Any notice or
response given by telephivne shall be prompily conlirmed in writing.

1f all parties elect to participate in such a proposed operation, Operator shall, within tinety (90) days alter expiration of the notice
period of thirty (30) days (or as pronptly as possible alter the expiration of the lorty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually cominence the proposed operation and complete it with due diligence at the risk and expense of all par-
tivs hercto; provided, however, said comimencement date may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surlace rights (including rights-of-way) or appropriste drilling equipment, or to complete title ex-
amiuation or curative matter required lor title approval or acceptance, Notwithstanding the {orce majeure provisions of Article X1, il the
actual operation has not been cominenced within the time provided (including any extension thereol as specilically permitted herein) und
if any party hercto still desires to conduct said vperation, writlen notice propusing same must be resubmitied to the other parties in accor-
dance with the provisions hereol as if no prior proposal had been made.

2. Operations by Less than All Purties: I any party receiving such nutice as provided in Article VI.D.1. or VILD.1. (Option
No. 2) clects not to participate in the proposcd operation, then, in order to be entitled to the benelits of this Article, the party or partics
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (9U) duys alter the expiration of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on location, as the case may be) actually commence the propused operation and complete it with due Jiligence. Operator shall peclorm all
work for the account of the Consenting Partics; provided, however, il no drilling rig or other equipment is on location, and if Operator is
a Non-Consenting Party, the Consenting Partics shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-

senting Parties, when conducting operations on the Contract Arca pursuant to this Article VI.D.2., shall comply with all terms and con-
ditions of this agreement,

If less than all parties spprove any proposed operation, the propusing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of Use partics approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-cight (48) hours
{exclusive of Saturday, Sunday and legal holidays) alter reccipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party's interest as shown on Lxhibit **A’" or () carry its proportionate part of Non-Consenting Parties’ interests, and
failure to advise the proposing party shall be deemed an clection under (). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed = total ol forty-cight {48) hours (inclusive of Saturday, Sunday and legal hotidays). The proposing party,
at its election, may withdraw such proposal if there is insufticient participation and shall prompily notify all parties of such decision.

The entire cost and risk of conducting sucl operations shall be borue by the Consenting Parties in the proportions they have
clected to bear same under the terims of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such
operations [ree and clear of all liens and encumbrances of cvery kind created by or arising [rom the operations of the Conscnlinlfg Parties.
1 such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their
sole cost, risk and expense. If any well drilled, reworked, deepencd or plugged back under the provisions of this Article results in a pro-
ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at treir sole cost and risk,
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ARTICLEVI
continued
and the well shall then be turned over to Operator and shall be operated by it at the expense and for the nccount of Uie Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, decpening or plugging back of any such well by Consenting Partics
in accordance with the provisions of this Article, each Non-Conscnting Party shall be deemed to have relinquished to Consenting Pacties,
and the Consenting Partics shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting
Party's interest in the well and share of production therelrom until the proceeds of the sale ol such share, calculated ut the well, or
macket value thereol il such share is not sold, (after deducting production tuxes, excise taxes, royaliy, overriding rayalty and other in-

teresls not excepted by Article JILD. payable out of or measured by the production from such well accruing with respect to such interest
until it reverts) shall equal the total of the following:

(a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead
connections (including, but not limited 10, stock tanks, separators, treaters, pumping cquipment and piping), plus 100% of cach such
Non-Consenting Party ‘s share of the cost of operation of the well conmmencing with lirst production and continuing until vach such Non-
Consenting Party's relinquished interest shall revert to it under uther provisions of this Article, it being agreed that each Non-
Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting
Parcty had it participated in the well from the beginning of the operations; wnd

() —300_% of that portion of the costs snd expenses of drilling, rewurking, deepening, plugging back, testing and completing,
after deducting any cash contributions received under Article VIILC., and 300 % of that portion of the cost of newly acquired equip:

ment in the well (1o and including the wellhead connections), which would buve been chargeable to such Non-Consenting Party il it had
participated therein,

An clection not to participate in the drilling or the deepening of a well shall be deenied an election not to participate in sny re-
working or plugging back operation propused in such 3 well, or purtion thereol, to which the initial Non-Consent election applied that s
conducted at any time prior to full recovery by the Consenting Farties of the Non-Consenting Party's recoupment account. Any such
reworking or plugging back operation conducted during the recoupment period shull be deemed part of the cost of operation of said well
and there shall be gdded to the sums to be recouped by the Couseting Parties one hundred percent (100%) of that portion of the costs of
the reworking or plugging back operation which would have been churgeable 1 such Non-Consenting Pacty had it participated therein. Il
such a reworking or plugging buck operation is proposed during such recoupment period, the provisions of this Article V1B, shall be ap-
plicable as between said Consenting Parties in said well.

During the period of time Consenting Parties are entitled 10 receive Non-Consenting Party's share ol production, or the
proceeds therelrom, Consenting Partics shall be responsible for the payment of all production, severance, excise, gathering and other
taxes, and all royalty, overriding royalty and other burdens applicable 1o Non-Consenting Party *s share of production not excepted by Ar-

ticle 111.D.

In the case ol any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, Iree
ol cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon
sbandonment of a well alter such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
ment to the owners thereol, with each party receiving its proportionate part in kind or in value, less cost of salvage.

Within sixty (00) days alter the completion of any operation under this Article, the party conducting the operations lor the
Consenting Parties shall {urnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an
itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its
option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
ings. Each month therealter, during the time the Consenting Partics are being reimbursed as provided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Partics with an itermized statement of all costs and liabilities in-
curred in the operation of the well, together with a statement of the quantity of oil and gas produced {rom it and the amount of. proceeds
realized from the sale of the well's working interest production during the preceding month. In determining the quantity of 61’( amd gas
produced during any month, Consenting Parties shall use industry accepted methods such as, s-pothmited—te, mclering ef-pcnedve
walliscis. Any amount realized {rom the sale or other disposition of equipment newly acquired in connection with any such '-bpcn\ion
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unrcl\;\'ncd costs

. of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revertito it as

above provided; and il there is a credit balance, it shall be paid o such Non-Consenting Party. l i
i
A7
i,
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ARTICLE VI
continued

1f and when the Consenting Partics recover [roin a Non-Consenting Party’s relinquished intesest the amounts provided for abuve,
the relinquished interests of such Non-Consenting Party shall antomatically revert to it, and, from and after such reversion, such Non-
Consenting Party shall own the same intesest in such well, the material and equipment in or pertaining thereto, and the production
therelrom as such Non-Consenting Pacty would have been entitled ta had it pacticipated in the drilling, reworking, decpening or plugging
back of said well. Therealter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attachied hereto.

Notwithstanding the provisions of this Artcle VL.B.Z., it is agreed that without the mutual consent of all parties, no wells shall
be completed in or produced from a source of supply from whicli a well Jocated elsewhere on the Contract Area is producmg unless such
well conlorins to the then-existing well spacing patiern for such scurce of supply.

The provisions of this Article shall have no applicution whatsoever to the drilling of the initial well described in Article VLA,
except (a) as to Article VILD. 1. (Option No. 2), il selected, or (b) us to the reworking, deepening and plugging back of such initial well
alter it has been drilled to the depth specilied in Article VLA, il it shall therealter prove 1o be a dry hole or, il initiaily completed for pro-
duction, ceases to produce in paying guantitics,

3. Stand-By Time: When a well which has been drilled or decpencd has reached its authorized depth and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parlics responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article V1.B,2, shall be churged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insulficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party’s interest as shown on Exhibit **A"’ bears to thc total interest as shown on Exhibit *'A"" of all Consenting Par-
ties.

4, Sidetracking: Except as hereinalter provided, those provisions ol (his agreement applicable to a **deepening”” operation shall
also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the botton: hole
location (herein called ''sidetracking'*), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a propused sidetracking operation that does not own an interest in the
alfected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as lollows:

(a) If the proposal is lor sidetracking un existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the initial drilling of the well down to the depth at which the sidetracking operation is initiated.

(b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the busis of the well’s
salvable materials and equipment down 1o the depth at which the sidetracking operation is initiated, determined in accordance with the
provisions of Exhibit *'C"’, less the estimated cost of salvaging and the estimated cost of plugging and abandoning.

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, hiowever, any party may request and
receive up to eight (8) additional days alter expiration of the forty-cight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time (o respond to the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each efecting par-
ty's interest as shown on Exhibit ‘A"’ bears 1o the total interest as shown on Exhibit *'A'" of all the electing partics. In il( other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days.

C. TAKING PRODUCTION IN KIND:

f

Each party shall take in kind or scparately dispose ol its proportionate share of all oil and gas produced (rom lhc Conlract Arca,
exclusive of production which may be used in development and producing operations and in preparing snd ma\mg oil a]\d gas for

marketing purposes and production unavoidably lost. Any extra expenditure incurred in the &nkmg in kind or sep:\ra\e dxsposmon by any
party of its proportionate share of the production shall be borne by such party.
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ARTICLE VI
continued

requircd—to-pey{oroniy—itrproportionsteshare-slsuehpart-ol-Operotactissurlseedneilities~whiel-it-uses.

tinch party shall execute such division orders and contracis as may he necessary for the sale of its interest in praduction fram
the Contract Area, and, except as provided in Artlele VILI., shall be entitled 1o receive puyment directly from the purchaser thereol lur
its share of all production,

In the event any party shall fall to maks the arrangements necessary to take in kind or separately dispose of it
proportionate shere of the ofl and gas produced from the Contract Area, Operator shall have tha right, subject to the
revocation at will by the party owning it, but not the obligation, to purchise such ofl and gas or sell it to others at any
time and from time to time, and shall account to such party for the actusl net proceeds recelved for such production, {f sold,
or the current market price 1f purchased by the Operator. Any such purchase or sale by Operstor shall be subject slwiys to the
right of the owner of the production to exercise at any time its right to take In kind, or separately dispose of, fts shars of
all o!) and gas not previously delivered to a purchaser, Any purchase or sale by Operator of any other party's share of oll
and gat shall be only for such reasonable perfods of time as are consfstent with the minimum needs of the {ndustry under Lhe
particular clrcumstances, but {n no event for » perfod In &xcess of one (1) yesr, Hotwithstanding the forgoiny, Operator
shall not make a sale, including one into Interstate conmerce of sny other party's shire of gas production without first giving
such other party sixty (60} days notice of such intended sale,

In the event one or more partles’.separate disposition of Its shure of the gas causes split-siceam deliveries to separute pipelines undlor
Jeliveries which on g day-to-Jay basis.for sny reason are not exactly equal 10 a party's respective proportionnte shure of tuts) gas sales 1o
be allocated to It, the balancing or sccounting between the respective accounts of the pacties shall be In accordance with nuy gas balunclng
ngreement between the partles lieceto, whether such wn ugreement Is atwched as fixhibl “*13', or is a sepurate agreement,

D. Access to Contract Area and Informintion

Liach party shall liave sccess to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations,
and shiall have access at reasonable times to Information pertainling to the development or operation thereol, including Operatur's books
and records relating thereto. Operator, upon request, shall furnish each of the other partics with copies of all forms or reports filed with
governmentol agencies, dally drilling reports, well logs, tauk tahles, dally gauge nnd run tickets and reports of stuck on hund at the fiest ol
each month, and shall moke svailuble surnples of suy cores or cuttings tuken from any well drilled on the Cantract Aren, "The cnst of
aathering sod lurnishing Inloermation 1o Non-Opcerator, other thun that specilied abuve, shall be churged to the Non-Operntor that re-
quests the Information.  Notwithstanding anything to the contrary, a Non-Operator who is in
default under Article VII.B sha?] have no rights under this Article VI.D.
1L, Abandonment of Wells

1. Abandonment of Dry Foles: ixcept for any well drliled or deepened pursuant to Article VI.B.2., any well which has been
drilled or deepened under the terms of this agreement snd Is proposed to be completed as 3 dry hole shall not be plugged and abanduned
without the consent of sll partles, Should Operator, alter diligent ellort, be unable to contact any party, or should any party lail to reply
within lorty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) alter receipt of notice of the proposal to plug and abandon
such well, such party shall be deemed to have consented to the proposed sbandonment. All such wells shall be plugged snd abandoned in
accordance with spplicable regulations and st the cost, risk and expense of the parties who partleipated in the cost of drilling or deepening

such well. Any party who objects to plugging and sbandoning such well shall have the right to take over the well snd conduct fusther
operations in search of oil andfor gas subject to the provisions of Article VLD,

2, Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder lor which the Consenting Purties have not been fully reimbursed as herein provided, any well which has been completed os a
producer shall not be plugged and abandoned without the consent of all partivs. If all parties consent 1o such sbamdonment, thie well shall
be plugged and abandoned In accordance with applicable regulations and at the cost, risk and expense of all the parties hereto, H, within
thirty (30) days alter recelpt of notice of the proposed abandonment of any well, all pariies do not agree to the abandonment of such well,
those wishing to continue Its operation from the interval(s) of the formation(s) then open to production shall tender to ench of the other
parties its proportionate share ol the value of the well's salvable material and equipment, determined in accordance with the provisions of
LExhibit *'C"', less Uie estimated cost of sslvaglng and the estimated cost of plugging and sbandoning. Esch abandoning party shell assipn
the non-abandoning partles, without warranty, express or Implied, ss to title or s o quantity, or litness lor use ol the equipment and |
materlal, all of Its Interest In the well and related equipment, together with {ts Interest In the leasehold estate ss to, but anly ns to, the in:
terval or intervals of the formation or formations then open to pruduction. If the Intecest of the abnndoning party is or includes an oil and
gas Interest, such party shall execute and dellver to the non-abandoning party or parties an oil snd gas lease, limlted 1o the Interval or In-
tervals of the [ormatlon or formatlons then aopen to productlon, {or & term of one (1) year and so long theresiter as oll andfuc gas s pro-
duced from the interval or Intervals of the lormatlon or {ormatlons covered thereby, sucli lease 1o be on the form attuched as Exhiblt
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ARTICLE Vi
continued
**B"". The assignments or Jeases so limited shall encompass the *'drilling unit’” upon which the well is located. The payments by, and the

assignments or leases to, the assignues shall be in # ratio bused upon the relationship of their respective percentage of participation in the

Contract Area to the aggregate of the percentages of participation in the Contruct Area of all assignees. ‘There shall be no readjustnent of
interests in the remaining portion of the Contract Arca.

Therealter, abandoning parties shall have no [urther responsibility, liability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royalties retained in any lease made under the terins of this Article. Upon re-
quest, Operator shall continue 10 operate the assigned well for the account of the non-sbandoning partics at the rates and charges con:
templated by this agreement, plus any additional cost and churges which may arise as the result of the separate ownership of the assigned
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to

repurchase its prior interest in the well {using the same valuation formula) and participate in further operations thetein subject to the pro-
visions hercol.

3. Abandomment of Non-Consent Operations: The provisivns of Article VLE.L. or VILE.Z2. above shall be applicable as between
Consenting Parties in the event of the proposed abandonment ol any well excepied from said Articles; provided, iowever, no well shiall be
permancently plugged und abandoned unless and until sll pariies having the right o conduct further operations therein have been notilied
uf the proposed sbandonment and aforded the vpportunity w eleet 1o tike over the well i accurdance with the provisious of this Anticle

VLL.

ARTICLE ViIL
LEXPENDITURES AND LIADILYLY OF PARTIES

A. Liability of Parties:

The liability of the parties shall be several, not joint or collective. Bach party shall be responsible only for its obligations, and
shall be liable only for its proportionate shure of the costs of developing snd uperating the Contract Area, Accordingly, the liens granted
among the parties in Article VILD. are given to secure only the debis of each severally, It is not the intention of the partics to create, nor
shall this agreement be construed as creating, u mining or other partneeship or association, or to render the parties liable as parwers,

B. Liens and Payment Defaults:

Each Non-Operator grauts to Operator a lien upon its oil and gas rights in (he Contract Area, and a security interest in its share
ol cil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thercon
at the rate provided in Exhibit **C"*, To the extent that Operater has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled to exercise the rights and remedices of a secured party under the Code. The bringing of a suit and the ob-
taining of judgment by Operator for the sccured indebtedness shall not be deemed an election of remiedics or otherwise allect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share
ol expense, Operator shall have the right, without prejudice to uvther rights or remedies, to collect from the purchaser the proceeds from
the sale of such Non'Operator’s share of oil andfor gas untif the amount owed by such Non-Operator, plus interest, has been paid. fach
purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien

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

If any party fails or is unable to pay its share of expense within sixty (GU) days alter rendition of a statement therclor by
Operator, the nondefaulting parties, including Operator, shall, upon request by Operator, pay the unpaid awount in the proportivn that
the interest of each such party bears to the interust of all such partics. Each party so paying its share of the unpaid amount shall, to obtain
reimbursement thereol, be subrogated to the security rights described in the loregoing paragraph.

C. Paoyments and Accounting:

Except as herein otherwise specilically provided, Operator shall promptly pay and discharge expenses incurred in the development
and operation of the Contract Area pursuant to this agrcement and shall charge each of the parties hercto with theis respective propor-
tionate shares upon the expense basis provided in Exhibit **C"’. Operator shall keep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right {rom time to time to demand und receive from the other partics payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estinwated expense, together
with an invoice {or its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shail pay to Operator its proportionate share of such csump'(e within
fifteen (15) days alter such estimate and invoice is received. If uny party lails to pay its share of said estimate within said time, thie. amount
due shall bear interest as provided in Exhibit **C** until paid. Proper adjustment shall be made monthly between advances and ac\ual ox-
pense (o the end that each party shall bear :md pay its proportionate share of actual expenses incurred, and no more,

.

D. Llimitation of Expenditures:

1. Drill or Decpen: Without the consent of all partics, no well shall be drilled or deepened, except any well dullL,d
pursuant to the provisions of Article VLB.2. of this agreement. Consent to the drilling or decpening shall mclude' et
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conlinued

1 Option No. 11 All necessary expenditures lor the diilling or decpening, testing, completing and equipping of the well, inchuding

necessary tankage andfor surface facilities.

L Optivn No. 20 All necessary expenditures for the drilling ve deepening and testing of the well. When such well has teached its
suthurized depth, and all tests have been completed, and the results thereol furnished to the parties, Operator shall give inmedinte notice,
to the Nou-Operators who have the right to participate in the completion costs. “Uhie parties receiving such notice shall have loriy-cight
(1R} hours (exclusive of Suturday, Sundny and legal holidays) in which 1o elect to participate in the setting of casing and the campletion we
tempt, Such election, when made, shull include consent o oll necessury expenditures for the completing and equipping ol such well, in-
cluding necessary tankage sndfor surface lacilities, Fatlure of any party receiving such notice to reply within the period above lixed shull
constitule un election by that party not w participate in the cust of the completion attempt. L one or more, but Tess than all of the partics,
clect to set pipe and to attempt a completion, the provisions of Article VI.2. hereof (the phirase *'reworking, deepening or plupging
back'* ns cantained in Article V1132, shall be deened to include **completing ") shall apply to the operutions therealter cunducied by Tess
thun all parties,

2. Rework vr Plug Back:s Witont the consent of alf parties, oo well shall be cewarked or plugaed back except s well ieworked or

plugyted back pursuant to the provisions of Ardicde VL2 of this mireament. Consent to the reworking or pluggaiog back of aowell shail
inchude all necessary expenditures in conducting such operations and completing snd equipping of said well, including necessay tunkage

anddfur surlace lucilities,

3 Qiher Qperations: Without the_consent o all parties, Operator shull not andertake any single project reasonably estimated
to requine an expenditure in excess of Twenty-Five Thousand Dotlars ($_25,000.00 )
cacept in connection with a well, the dritling, reworkiog, decpening, completing, recompleting, or plugging back of which has been
previously authorized by or pursuant 1o this ageeements provided, however, that, in case of explosion, live, Hload or other sudden

emergency, whether of the same or dillerent nature, Operator may tike such steps and incur such expunses as in its opinion are teyuined
1w deal with the curergency 1o safeguard lile and property hut Operator, as promptly as possible, shall report the emergency 1o the other
partics, Il Operalor prepares an authority for expenditure (AFE) lor its vwn use, Operator shall furnish any Non-Operitor so requesting

Dollars (8 10,000.00 ) but less than the amount fiest set lorth,above in this paragraph.

E. Reuals, Shut-in Well Payments and Minimun Royultics:

Rentals, shut-in well paysnents and minimum royalties which snay be required under the terms of any fease shall be paid by the
party or parties who subjected such fease o this agreement at its or their expense. [n the event twe or more partivs own and have con-
tribuied imerests in the swme lease to this agreement, such partics inay designate one of such parties o make said payments lor sl on
behall of all such parties. Any party may request, and shall be entitled o receive, proper evidence of all such payments, [n the event of
[ailure 1o make proper payment of any rental, shut-in well payment or minimuan royalty through mistake or uversight where sucly pay-
et is required o comtinae the lease in furce, my loss which results fron such non-payment shall be borne in sccordaoce with the pro-

vizions of Article IV.13.2.

Operator shall notily Non-Opermtor of the anticipated completion of a shut-in gas well, or the shutting in o return to production
ol a producing gas well, at least live (9) Ll:n)'.;; (excluding Saturday, Sunday and legal holiduys), ur at the earliest oppartunity permitied by
vircumstances, prior to taking such action, but assumes no Lahility {or nilure (o do so. In the event of failure by Operator (o so notily
Non-Operator, the loss o any Iease comtributed hereto by Nun-Operatar for [ailure to make tiniely payments of any shut-in well paymun
shall be borne jointly by the parties bereto under the provisions of Article [V.1.3.
When sales commence, Operator shall notify Non-Operator of the date of first sale.

. Toxes:

Peginning with the first calendar year alter the ellective date hereol, Operator shall render for ad valorem taxation all praperty
subject 1o this agreement which by law should be rendered foe such taxes, and it shall pay all such taxes assessed thereon bedore they
hecome delinquent. Prior to the rendition date, eachh Non Qperator shall fuenish Operator information as to burdens (to inchude, but not
be limited 1o, royalties, everriding royaltics and production payments) on leases st oil and gas interests contributed by such Non
Operutor, 1 the assessed valuation of any leaschold estate is reduced by reason of s beingy subject to outstanding excess rovalties, overs
cidiog rovalties or production payments, the reduction inad valorem taxes resulting theeelrom shall ioure W the benelit of the owner or
wwhers of such feaschold estate, and Operator shall adjust the charge 1o sucli owner or owaers so as o relleet die benelit of suclireduee
tion, 1 the sl valorem taxes are based in whole ar in part wpon sepacate vatuations of each party s workiog interest, then notwithstundiog,
anything to the contrary lierein, charges to the joint account shall be made and puid by the parties hereto in accordance with the tax
vatue penerated By cach party s working interest. Operator shall hill the other parties for their proportionate shases of all lax payiments in

e

the manner provided in Exhibit ©*¢

W Operstor considers any lax assessoient boproper, Operator may, st its disciction, protest within the tme and sanner
prescribed by law, and prosecute the protest (o a final determination, unless all partics agree 10 abandon the pratest prioe ta fiual deter-
mination. During the pendency of administrative or judicial procesdings, Operator may clect o Pty under protest, afl such taxes and any
interestand penalty. When any such protested assessment shall have been inally determined, Qperator shall pay the tax for the joint ac-
connt, together with any interestand penalty acerued, and the wtal cost shall then b ussessed against e paetics. md be paicd by them, as
provided in Exhibit **C*',

Lach party shall pay or cause 10 be paid all production, severance, eacise, gathering and other tixes inposed upon ar with dspect to
the production or handling of such party s share of vil sudfor s produced under the werms of this aprecment.

{0
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ARTICLE Vi
continued

G. Insurance:

At all times while operations ure conducted hereunder, Operator shall comply with the workmen’s compensation law of
the state where the operations are being conducted; provided, however, that Operator may be a sell-insurer for liability under said com-
pensation Jaws in which event the only charge that shall be mude to the joint account shall be as provided in Exhibit **C"". Operator shall
also carry or provide insurance for the benefit of the joint account o the parties s outlined in Exhibit *'D"", attached to snd made a part
hereof. Operator shall require sll contractors engaged in work on or {or the Contract Area to comply with the workaien's compensation
law of the state where the operutions are being conducted and (o maintain such utlier insurance as Opetutor may cequire.

In the event automobile public liability insurance is specilied in said Exhibit "D, or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums puid for such insurance for Operator’s automotive equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFLER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofur as they embrace acreage in the Coutract Arey, 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 thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of tite, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
therealter secured, 1o the parties not consenting to such surrender, Il the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall exccute and deliver to the party or parties not consenting to such surrender an oil and gus lease covering
such oil and gas interest for a term of once (1) year and so long thereafier as oil andfor gas is produced from the land covered thereby, such
lease 10 be on the form attached hereto as Exhibit '8, Upon such assignmuet or lease, the assigning party shall be relieved from all
obligations therealter accruing, but not theretolore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further interest in e assigned or leased premtises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter's futerest in any wells and equipment autributable to the assigned o leas-
ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit *'C"", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. I the assignment or lease is in (avor of more than one party, the interest
shall be shared by such parties in the proportions that tie interest of cuch Lears to the total interest of all such purtics.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendecin
&
party’s interest as it was imunediately belore the assignment, lease or surrender in the balance of the Conteact Area; and the acreage

assigued, leased or surrendered, and subsequent operations thereon, shall not therealter be subject to the terms and provisions of this
agreement.

B. Renewal or Extension of Leases:

I any party secures a renewal of any oil and gas lease subject (o this agreement, all other parties shall be notilied prompily, and
shall have the right for a period of thirty (30) days following receipt of such notice in whicli to elect to participate in the ownership of the
rencwal lease, insofar as such lease allects lands within the Contract Arca, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the
interests held at that time by the parties in the Contract Area.

If some, but less than all, of the partics elect to participate in the purchuse of a renewal lease, it shall be owned by the partics
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Acea of all parties participating in the purchase of such renewal lease.
Any rencwal lease in which less than all parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest thercin
by the acquiring party.

The provisions of this Article shall apply to renewal leases wheiher they are for the entire interest covered by the expiring lease
or cover only a portion of its area or an interest therein. Any renewal Jease taken before the expiration of its predecessor lease, or taken or
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease taken or con-

tracted for more than six (6) months alter the expiration of an existing lease shall not be deermed a renewal Jease and shall not be sub;ccl lo
.
the provisions of this agreement. '

o

'

The provisions in this Article shall also be applicable Lo extensions of oil and gas leases.

C. Acreage or Cash Contributions:

While this agreement is in lorce, il auy party contracts for a contribution of cash towards the drilling ul & )vcll|or any
operation on the Contract Area, such contribution shall be paid 1o the party who conducted the drilling or other opur:qon apd}sk all be
applied by it sgainst the cost of such drilling or other operation. If the contribution be in the form of acreage, the pan! (o whon \hc con-
tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling l’mucs ,I}Jh! p:oﬁur\luns
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1 siid Drilling Parties shared the cost of drilling the well, Such acreage shall hecouie a separate Conteact Area aud, w the extent possible, be
2 governed by provisions identical 1o this ngrecinent, ach pacty shall prompily notily all other parties of any acreage or cash contributions
3 it may obtain in support of any well or any other operution on the Contract Area. The ubave provisions shull also be upplicabie to op-
4 tional rights to earn uereage outside the Contract Avea which are in support af a well drilled inside the Contract Area.

5

6 I any party contructs for any consideration relating 10 disposition of such party's share of substunces produced hereunder, such
7 consideration shall not be deemed o comtribution as contemplated in this Acticle VIILC,

8

9 D. Muintenance of Uniform Interest:
HY)
11 Fur the purpuse ol muintaining uniformity ol awnership in the oil and gas leusehold interests covered by this apreement, no
12 party shall sell, encumber, transfer or make other disposition of its fnterest in e feases embruced within the Contract Arca snd in wells,
13 equipment and production unless such dispusition covers cither:
14
IS 1. the entire interest of the party in ol leases and equipmient and production; or

16

17 2. equal undivided interest i all deases and cquipment and production in tie Contract Area,
18

19 Every such sale, encumbrance, transler or other disposition mule by any party shall be made expressly subject 1o this agrecment
20 and shall be made without prejudice to the right ol the other partivs.
21
22 If, at any time the interest of any pirty is divided smong and owned by four or more covwners, Operator, at its discrelion, may
23 require such co-owners t appoint a single trustee or agent with full authority tu receive notices, approve expenditures, receive billings for
24 and upprove and pay such party's share of the joint expenses, wnl to deal generally with, und with power v bind, the co-owners of such
2% party's interest within the scope of the operations embraced in this agrecment; however, ull such co-owoers shall have the right to eater
20 into and exccute all contracts or agreements for the dispusition of their respective shares of the oil and gas produced from the Contruct
27 Area and they shall have the right 1o receive, separately, payment of the side;proceeds thereol,

28

29 K. Waiver of Righis to Partition:

30 . :

3 il permitied by the laws of the state or states in which the property covered hereby is located, each party hereto owning un

32 undivided interest in the Contract Area waives any and all sights it may Jave 1o parttion and have set aside (o it in severalty its undivided
33 interest therein,

34

35 F. Prelerential Right to Purchuse:

36

kY Should any party desire to sell all or any part of its fnterests under this agrecment, or its cights and interests in the Contract

38 Arcy, it shall promptly give written notice 1o the other parties, with full information concerning its proposed sale, which shall include the
39 pame and adidress of the prospective purchuser (who must be ready, willing and able to purchase), the purchase price, and ull other terms
40 ol the olfer. The other parties shall then have an optional prior right, for a period of ten (10) days alter receipt of the notice, to purchase
41 on the same terms and conditions the interest which the uiber party proposes to sell; and, if this optional right is exercised, the purchas-
42 ing partics shall share the purchased interest in the proportions that the interest of each bears to the total interest of all purchasing par-
43 ties. Flowever, there shall be no prelerential right o purchase in those cases where any party wishes to mortgage its interests, or to

44 dispose of its inlcrcsu by merger, reorganization, cansolidation, or sale uf all ersvhstnntisky-nl-altrnssersto-nrihsidinr-orparent-eom-
4% ﬁ-«ﬂmr ti=eaipyny, of (o auy company in which any ong party owns a majority of the stock.

a6 “lz'“su of! its asse)Ls, or a sale or transfer of its interests to a
p subs1d1ary or a parent company, or Aslt(xplsddmry of a parent company,

18 INTERNAL REVENUE CODE ELECTION

49 ’

S0 This_agreement is not intended to create, and shall not he construed 10 create, a relationship of partnership or an ussocistion

51 for prolit between or among the parties hereto. Notwithstanding sny provision hevein that the rights and lisbilities hereunder are several
52  and not joint or collective, or that this agrecment sad aperations hereunder shall not constitute a parwnership, i, for federal income tax
33 purposes, this agreement ond the operations herewnder nre regarded as a partnership, each party herehy allecied clects o be excluded
54 {rom the application of all of the provisions of Subchapier K, Chapter 1, Subtitle ** A", of the Internal Revenue Code of 1954, as per-
35 mitted and suthorized by Section 701 of the Cude and the regutations promulgated thereunder, Operator is wuthorized and directed to ex-
6 ecute on behall of cach party hereby alfected such evidence of this election as may he required by the Secretary of the Treasury of the
$7 United States or the Federul Tnternal Revenne Service, inchuding specifically, but not by way of limitation, all of the returns, statements,
58 and the data required by Federal Regulations 1,761, Should there e any requirement it each pacty hereby allected give further
59  cevidence of this election, cach such party shall exccute such documents and furnish such other evidence as may be required by the
60 Federul Internal Revenue Service or as may be necessary to evidence this election, No such party shall pive any nutices or tnke any other
6} action inconsistent with the election made hereby. I any present or futire inconte tax faws of the state or stutes In which the Contract
62 Ascais Incated or any {uture income tax kaws of the United States contain provisions similar 1o those in Subchapter "K', Chuplur 1,

03 Subtitle A", ol the Internal Revenue Code of 1994, under which an election similar 1 that provided by Section 761 of the ('udt. is prere
i mitted, each party hereby alfected shall make such election us imay be permitted or required by such laws, 1o making the lurcgouu., clee-
63 tion, cach such purty states that the income derived by such party fron operations hereunder can be adequately dclcrmuwd \Vl(hqul the
66 computation ol partnership taxable income,
67
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ARTICLE X.
CLAIMS AND LAWSULTS

Qpcerator may settle any single uninsured third pmy d:nnyg claim or suit arising from vperations hereunder il the expenditure
does not exceed Five Thousand and no/100-—— e oo e _Dollars
(3 5,000.00 ) and il the payment is in complete setlement of such claim or suit. I{ the smount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
deleguted (o Operatar. All costs and expenses of handling, seitling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the operation from which the cluim or suit arises. If a claim is made ag:"mst any party or il any party is
suud vn account of any matier arising {rom operations hereunder over which such individual has no control because of the rights given

Operator by this agreement, such party shall immediately notily all gther partivs, and the claim or suit shall be treated as any other clain
or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJLEURE

If uny party is rendeced unable, wholly or in part, by force majeure to carry out its obligations under this ugreement, other than
the obligation to make money payments, that party shall give to all other parties prompt written notice of the force inajeure with
reasonably [ull particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they sre alfecied by the force
majeure, shall be suspended during, but no Jonger than, the continuance of the foree majeure. The affected party shall use all reasonable
diligence to remave the force mujeure situation as quickly as practicuble.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,

lockouts, or other labor dilficulty by the party involved, contrary to ils wishes; how all such dilficulties shall be handled shall be entirely
within the discretion of the party concerned.

The term **force majeure”’, as here employed, shali mean an act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, lire, storm, floud, explosion, governmental action, goverimental delay, restraint
or inaction, unavailability of equipment, und any other cause, whether of the kind specilically enumerated above or otherwise, which is
not reasonably within the control of the party claiming suspension.

ARTICLE XIL
NOTICES

All notices autharized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specifically provided, shall be given in writing by wnail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to
the parties to whom the notice is given at the addresses lisied on Exbibit **A'". The originating notice given under any provision hereol
shall be deemed given only when received by the party to whotn such notice is directed, and the time for such party to give any notice in
response thereto shall run {rom the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and {from time to time, by giving written notice thereol to all other parties,

ARTICLE X1l
TERM OF AGREEMENT

This agreement shall remain in [ull force and effect as to the oil and gas leases and/or il and gas interests subject hereto for the
period of time selected below; provided, however, no party hercto shall ever be construed as having any right, titie or interest in or to any
lease or oil and gas interest contributed by any other party beyond the term of this agreement.

O Option No. 1: So long 25 any of the oil and gas Jeases subject to this agreement remain or are continued in force as Lo any part

of the Contract Area, whether by production, extension, renewal or otherwisc. ;

3 Option No. 2: In the event the well described in Acticle VI.A., or any subsequent well drilled under any provision of this

-agreement, results in production of oil and/or gas in paying quantitics, this agrecinent shall continue in force so long as any such well or

wells produce, or are capable of production, and for an additional period of __90_____ days from cessation of all production; provided,
however, il, prior to the expiration of such additional period, one or more of the partics herelo are enguged in drilling, reworking, decpen-
ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in lorce until such opera-
tions have been completed and if production resulis therelrom, this agreciment shall continue in force as provided herein. In the Syent the
well described in Article VLA, or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, qr ‘apable
of producing oil andfor gas from the Contract Arca, this agreement shall terminate unless drilling, deepening, phigging back of sework-
ing operations are commenced within 60 days from the daic of abandonment of said well. "h',
. [L,u

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability wluch has

accrued or attached prior to the date of such termination.

heged ® napsy Ir B
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ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This sgreement shall be subject to the conservation laws o! the state in which the Contract Area is located, to the valid rules,

regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable lederal, stute, and local laws, or-
dinances, srules, regulations, and orders.

B. Governing Law:

This agreement and all matters pertaining hiereto, including, but not limited to, matters of performance, non-performance, breach,
remed:es procedures, rights, duties and interpretation or construction, shull be governed and determined by the law of the state in which
the Contract Area is located. Fthe-Comrect-rrenisin-tro-or-merestaterthehrroitheytrteoh =g A ——————.

C. Regulatory Agencies:

Nothing hercin contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated

under such laws in reference to oil, gas and mineral opcuuons including the location, operation, or production of wells, on tracts offset-
ting or adjacent to the Contract Arca.

With respect to operations hereunder, Non-Operators agree 1o release Operator from any and all losses, damages, injurics, claims
and cuuses of action arising vut of, incident Lo or resulting directly or indirectly fronr Operator's interpretation or applicution of rules,
rulings, regulations or orders of the Depuartment of Encrgy or predecessor or successor agencies to the extent such interpretution or sp-
plication was made in good faith, Euchi Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator's share of production that Operator may be required (o refund, rebate or pay as u result of such an incorrect interpretation
application, together with interest and penaltics thereon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder or 1o any other person or entity pursiunt (o the requirements of the **Crude Oil Windfall Profit Tax Act
of 1980, as same-may be smended from time to time (" Act®), and any valid regulations ar rules which may be issued by the Trensury
Dcparlmcnt from time 1o time pursuant to said Act. Each party hereto wgrees 1o furnish any and all certifications or other information
which is required to be furnished by said Act in a timely manner and in sullicient detuil lo permit compliance with said Act.

ARTICLE XV,
OTHER PROVISIONS

A. This Operating Agreement shall be and is the only Operating Agreement
governing the parties hereto within the contract area.

B. Whereas Joe Reynolds contemplates and intends to assign undiviqed interest
"in the “"Contract Area" to other persons, firms, and corporations, it is agreed
and understood that Article ViIl (D), "Maintenance of Uniform Interest," and
Article VIl (F), "Preferential Right to Purchase," shall not apply to his interest
and to such assignments. Provided however, the provision in Article Vil (D)
(lines 22 through 27) which requires the appointment of a trustee or agent

with authority as therein designated in the event. an interest "is divided among
and owned by four or more co-owners..." shall be fully operable as to the
Reynolds ownership interest and his asignees and grantees.

ed At .
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ARTICLE XV,
MISCELLANEOUS

This ogreement shall be binding upon and shall inure to the benelit of the partics hereto and 1o their respective heirs, devisees,
legal representatives, successors and assigns.

This instrument may be executed in any number ol counterparts, each of which shall be considered an original for all purposes.

IN WITNESS WHEREOF, this agrecment shall be eflective as of 21st dayof ___ July 19_89

OPERATOR
ORYX ENERGCY COMPANY, AS
MANACING GENERAL PARTNER OF
OPERATING LIMlTED PARTNERSHI

m(/\

NON-OPERATORS
BTA OiL PRODUCERS

PACIFIC ENTERPRISES OIL COMPANY
(USA) JOE REYNOLDS

tanet “l-n o h-u-nr ety byl
Avtommn Vo eicbirrat Typyionn Dot g
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ARTICLE XVI.
MISCELLANEOQUS

This agreement shall be binding upon and shall inure to the benelit of the parties hereto and to their respective heirs, devisecs,
legal representatives, successors and assigns.

This instrument may be executed in any nuinber ol counterparls, each of which shall be considered an original for all purposes.

IN WITNESS WHEREOQF, this agrecinent shal.l be ellective as of 2158 day of July 1989

OPERATOR
ORYX ENERGY COMPANY, AS
MANAGING GENERAL PARTNER OF
OPERATING LIMITED PARTNERSHIP

(,(,L(/'\_

NON-OPERATORS
BTA OiL PRODUCERS

fQ

PACIFIC ENTERPRISES OIL COMPANY BARRY B?L Partner
(USA) JOE REYNJLDS

KA Ty i)
sontrt nhes suthaeLrgor ity by the
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ARTICLE X VI,
MISCELLANEOUS

This ngreement shall be binding upon and shall inure to the benelit of the pacties hereto and 1o their respective heirs, devisees,
legal representatives, successors and assigns.

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

N N

IN WITNESS WHEREQF, this agreement shall be ellective as of 215t  dayof July , 19_89
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OPERATOR
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ORYX ENERGY COMPANY, AS
MANAGING GENERAL PARTNER OF
OPERATING LIMITED PARTNERSHIP
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NON-OPERATORS
BTA OIL PRODUCERS
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PACIFIC ENTERPRISES OIL COMPANY
30 (USA) JOE REYNOLDS
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ARTICLE X V.
MISCELLANEOUS

This ageeement shall be binding upon and shall inure W the benelit o the partics hereto and te their respective heirs, devisees,
legal representatives, successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purpases,

IN WITNESS WHEREQF, this agreement shal'l be cllectiveas of 218t day ol July , 1989

OPERATOR
ORYX ENERGCY COMPANY, AS
MANACING CENERAL PARTNER OF

OPERATING LIMITED PARTNERSHI

(/LL( f——

NON-OPERATORS
BTA OlIL PRODUCERS

PACIFIC ENTERPRISES OIL COMPANY
(USA) JOE REYNOLDS
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EXHIBIT A
TO OPERATING AGREEMENT

CONTRACT AREA AND PARTIES

CONTRACT AREA

N/2 of Section 26, T225-R34E, Lea County, New Mexico

DEPTH LIMITATIONS

from surface to the stratigraphic equivalent of the total depth
. drilled in the initial test well.

PARTIES AND INTERESTS

Nome ond Address Percentage Interest

Sun Operating Limited Partnership 50.00%
c/o Oryx—-Energy Company as

tvianaging General Partner

P. O. Box 2880

Dallas, Texas 75221-2880

BTA Oil Producers

25.00%
104 South Pecos
Midland, Texas 79701
Pacific .Enterprises Oil Company (USA) 12.50%
10 Desta Drive, Suite 500 West
Midland, Te)gas 79705
Joe Reynolds 12.50%

2333 50th Street
Lubbock, Texas 79421

SUN 9-82
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Recommended by the Council
KRR 601, BOX 800 of Petroleum Accountants

TULSA OK 74101 Societies EUPHSW

EXHIBIT o

Attached to and made a part of _that certain Operating Agreement dated July 21, 1989 by

and between Oryx _Energy Company, as Operator and BTA OQil Producers, et al, as
Non-Operator

ACCOUNTING PROCEDURE
JOINT OPERATIONS

. GENERAL PROVISIONS

1. Definitions

“Joint Properly” shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and mainte-
nance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera-
tions and which are to be shared by the Parties.

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

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

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator's employees.
“Material” shall mean personal property, equipment or supplies acquired or held [lor use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleurn Accountants Societies.

2. Statement and Billings

Operator shall bill Non-Operators on or belore the last day of each month for their proportionate share of the Joint Ac-
count for the preceding month. Such bills will be accompanied by statements which identi{y the authority for expenditure,
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except

that items of Contirollable Material and unusual charges and credits shall be separately identified and fully described in
detail.

3. Advances and Payments by Non-Operators

A. Unless otherwise provided {or in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proportion ef all bills within fifteen (15) days after receipt. If payment is not made

within such time, the unpaid balance shall bear interest monthly at the prinie rate in effect at JIhe Chase
.Ma.nhaI.Lan_ank,_N.K_.on the first day of the month in which delinquency occurs plus 1% or the maximum
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shull con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception therelo and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed

period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

285 COPYRIGHT® 1985 by the Council of Petroleumn Accountants Societies.
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5. Audits

S

. A Non-Operator, upon nolice in wriling to Operator and all olher Non-Operalors, shall have the right o audit Opera-

tor's accounts and records relating lo 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 writlen exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
I. Where there are two or more Non-Operators, the Nun-Operators shall make every reasonable effort to conduct a
joint audit in a manner which will result in a minimum of inconvenience to the Operalor. Operalor shall bear no por-
tion of the Non-Operators’ audit cést incurred under this paragraph unless agreed lo by the Operator. The audits
shall not be conducled more than once each year without prior approval of Operalor, except upon Lhe resignalion or
removal of the Operalor, and shall be made at the expense of those Non-Operalors approving such audit.

B. The Operator shall reply in writing Lo an audit report williin 180 days alter receipt of such report.

6. ~ Approval By Noun-Operators

Where an approval or olher agreement of the Parties or Non-Operalors is expressly required under othier sections of this
Accounting Procedure and if the agreement o which this Accounting Procedure is atlached contains no contrary provisions
in regard thereto, Operator shall notify all Non-Operators of the Operatlor's proposal, and the agreement or approval of
a majority in interest of the Non-Operalors shall be controlling on all Non-Operators.

11. DIRECT CHHARGES

Operator shall charge the Joint Account with the following items:

1. ° Ecological and Environmental

Costs incurred for Lhe benelit of the Joint Property as a result of governmental or regulalory requirements to satisly environ-
mental considerations applicable Lo the Joinl Operations. Such costs muy include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable laws and regulations.

2. Ientals and Royaltics

Lease rentals and royalties paid by Opervator {or the Joinl Operations.

3. Labor

A. (1) Salaries and wages of Operatlor's {ield employees divectly 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 Joinl Property if such charges are excluded
from the overhead rates.

(4) Salaries and wages of Technical Employees either lemporarily or permanently assigned Lo and dirvectly employed
in the operalion of the Joinl Properly if such charges are excluded {rom the overhead rales.

Operator's cost of holiday, vacalion, sickness and disability bencflits and vther customary allowances paid to employces
whose salaries and wages are chargeabie W the Joint Account under Paragraph 3A of this Scetion 11. Such costs under
this Puragraph 8B may be charged on a “when and as paid basis” or by “percentage ussessment” on the amount of
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Seclion 11, I[ perceninge assessment
is used, the rate shall be based on the Operator’s cosl experience.

Expenditures or contributions made pursuant o assessments imposed by governmental authority which are applicable
fo Operator’s costs ehargeable to the Joint Account under 'aragraphs JA and 38 of this Section 11,

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph

3A of this Section 11.
4. Employce Benefits

Operator’s current cosls of established plans for employees' group life insurance, hospitalization, pension, relirement, stock
purchase, thrift, bonus, and other benelit plans of a like nalure, applicable W Operalor’s labor cost chargealle Lo the Joint
Account under Paragraphs 3A and aB uf this Scction 11 shall be Operator’s aclual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Socielies.

5.  Material

Material purchased or furnished by Operator for use on the Joinl Properly as provided under Section 1V. Only such Malerial
shall be purchased for or transferred o the Juinl Properly as may be required lor immediale use and is reasonably praclical
and vonsistenl with elficient and economical aperalions. The accumulation of surplus slocks shall be avoided.

6. Trausportation
Transportation of employees and Material necessary for the Joinl Operalions but subject Lo the following limitations:
A. If Material is moved to the Joint Property from the Qperator's warchouse or other properties, no charge shall be made

to the Joint Account for a dislance greater than the distance from Lhe nearest reliable supply store where like malerial
_i8 normally available or railway receiving point neavest the Joint Properly unless agreed to by the Parties.

SUN o
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If surplus Material is moved to Operalor's warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where lilke material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other preperties belonging to Operator, unless agreed to by the

Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charge aclual trucking cost is available
when the aclual charge is $400 or less excluding accessorial charges. The $400 will be adjusted Lo the amount most
recently recommended by the Counpil of Petroleum Accountants Socicties.

Services

The cost of contract services, equipment and utilities provided by oulside sources, except services excluded by Paragraph
10 of Section 11 and Paragraph i, ii, and iii, of Section 111, The cost ol professional consullant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

Eguipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Account for use of Operalor owned equipment and facilities at rates commensurate

with costs of ownership and operation. Such rates shall include cosls of maintenance, repairs, other operating expense,
insuruance, laxes, deprecialion, and interest on gross investment less accumulated depreciation not Lo exceed

percent ( %) per annum, Such rates shall nol exceed average commercial rates currently pre-
vailing in the immediale area of the Joint Property.

B. Inlieu of charges in paragraph 8A above, Operator may elect to use average commercial rales prevailing in the immedi-

ate area of the Joint Property less 20%. For automotive equipment, Operalor may elecl lo use rales published by the
Petroleum Molor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by lire, flood, slorm, thelt, accident, or other cause, except those resulting from Qperalor's gross negligence or
willful misconduct. Operator shall furnish Non-Operalor wrillen nolice of damages or losses incurred as spon as practicable
alter a report thereof has been received by Operator.

Legal Expense

Expense of handling, investigating and sellling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting froni operations under the agreement or necessary lo protect
or recover the Joint Property, except that no charge for services of Qperator's legal sta{l or fees or expense of outside atlor-
neys shall be ninde unless previously agreed to by the Parties. All other legal expense is considered to be covered by the

overhead provisions of Section III unless otherwise agreed Lo by the Purlies, except as provided in Section I, Paragruph
3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operalion thereol,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. I{ the ad valo-
rem taxes are based in whole or in part upon separale valuations of each party's working interest, then nolwithslanding

anything to the contrary herein, charges to the Joint Account shall be mude and paid by the [urties herelo in accordance
with the tax value generated hy each party’s working interest.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the proteclion of the Parties. In the
event Joint Operations are conducled in a siate in which Operator inay act as sell-insurer for Worker's Compensation and/
or Employers Liability under the respeclive state's laws, Operalor may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a charge at Qperator's cost not to exceed manunl rates.

Abandonment and Reclamation

Costs incurred for abandonment of the Joinl Properly, including costs required by governmental or ollier regulatory
authority.

Communications

Cost of acquiring, leasing, installing, operating, repairing and muintaining communication systems, including radio and
microwave [acililies directly serving the Joinl Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges Lo the Joint Account shall be mude as provided in Paragraph 8 of this Section I1.

Other Expendilures

Any other expenditlure not covered or dealt with in the foregoing provisions of this Section i, or in Section 111 and which

ia of direct benelit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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III. OVERHEAD

1. Overhead - Drilling and Producing Operations

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

{ x) Fixed Rate Bdsis, Paragraph 1A, or
{ ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A, Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates

provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

1i. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services
and contract services of technical personnel directly employed on the Joint Property:

( ) shall be covered by the overhead rates, or
(x ) shall not be covered by the overhead rates.

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either lemporarily or permanently assigned o and directly employed in
the operation of the Joint Property:

( ) shall be covered by the overhead rates, or
( x) shall not be covered by the overhead rates.

A. Overhead - Fixed Rate Basis

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

Drilling Wel| Rate § ___3.800.00
(Prorated for less than a full month)

Producing Well Rate § _580.00

(2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drijl-
ing rig, completion rig, or other units used in complelion of the well is released, whichever is later, except

that no charge shall be made during suspension of drilling or completion operations {or fifteen (15) or
more consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period
from date workover operations, with rig or other units used in workover, commence through date of rig

or other unit release, except that no charge shall be made during suspension of operations for fifteen
{15) or more consecutive calendar days.

(b) Producing Well Rates

(1) An active well either produced or injected into for any portion of the month shall be considered as a one-
wel] charge for the entire month.

{2) Each active completion in a multi-completed well in which production is not commingled down hole shall

be considered as a one-well charge providing each completion is considered a separate well by the govern-
ing regulatory authority.

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall

be considered as a one-well charge providing the gas well is directly connecled to a permanent sales
outlet.

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com-

pleted on any well. This one-well charge shall be made whether or not the well has produced except when
drilling well rate applies.

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow-
able, transferred allowable, etc.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur-
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United Stales
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian ’index as published by Statistics
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justment.
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evelepment

Percent ( %) of the cost of development of the Joint Properly exclusive o
der Paragraph 10 of Seclion Il and all salvage credits.

.\_
{b) Operating ~~<
\\

- PercerN) of the cost of operating the JpintProperty exclusive of costs provided under
Paragraphs 2 and 10 of Section 11ull salvage credits, U e-vﬁ@i( injected substances purchased for secondary
recovery and all taxes and assessmenlSwhigh arelevied, assessed and paid upaen the mineral interest in and
to the Joint Property.

provided

R

(2) Application of Overhead yng asis shall Le as foliows:
For the purpose of degrm' Ting charges on a percenlage basis unm 1B of this Section 111, development

shal! include all in connection with drilling, redrilling, deepening, or any edinl operulions on any or all
wells iwse of drilling rig and crew capable of drilling to the producing rval on the Joint Prop-
erly; T preliminary expendilures necessary in preparation {or drilling and expendilures in ed in abandoning

en the well is not compleled as a producer, and original cost of construction or installution of assels, Lhe

expansion of fixed assels and any other project clearly discernible as a fixed asset, except Major Constr
it i is-SeationtHAl-othervostsshall-be-considered-as-operali

2. Overhead - M'ajor Construction

To compensate Operator for overhead costs incurred in the construction and installation of lixed assets, the expansion of
fixed assets, and any other projecl clearly discernible us a fixed assct required for the development und operation of the
Joint Property, Operator shall either negotiate a rate prior (o the beginning of construction, or shall charge the Joint
Account for overhead based on the {ollowing rales for any Major Construction project in excess of § 25 000

A DB %ol first $100,000 or total cost if less, plus

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

C. ___2___ % of costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single

project shull not be trealed separately and the cost of drilling and workover wells and artificial lilt equipment shall be
excluded.

8. Catastrophe Overhead

To compensate Operator for averhead costs incurred in Lhe event of expenditures resulting (rom a single cccurrence due
to il spill, blowout, explosion, fire, storm, hurricane, or other calastrophes as agreed o by the Parties, which are necessary
to restore the Joint Properly to the equivalenl condition that exisled prior to the event causing the expenditures, Operalor

shall either negotiate a rale prior 1o charging the Joint Account or shall charge the Joint Account fur overhead based on
the following rates:

A5 __ %of total costs through $100,000; plus

B.—_3. %of tolal costs in excess of $100,000 bul less than $1,000,000: plus
C.—2 _ %of total costs in excess of $1,000,000.

Expenditures subject to the overheads ahove will nol be reduced by insurance recoveries, and no other overhead provi-
sions of this Section 111 shall apply. :

-

4. Amendment of Ratles

The overhead rates provided for in this Section 11 may be amended from lime Lo lime only by mulual agreement Letween
the Parlics hereto if, in practice, the rales are found to Le insulficienl or excessive.

1V. PRICING OF JOINT ACCOUNT MATERIAL PURCIIASES, TRANSFERS AND DISPOSITIONS

Operator is résponsible for Joint Account Malorial and shall muke proper and timely charges and credits for nll Malerial mave-
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Propertly; however, al Operalor's
option, such Malerial may be supplied by the Non-Operator. Operator shall muke timely disposition of idle and/or surplus
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale Lo outsiders.
Operator may purchase, but shall-be under no obligation to purchase, inlerest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controlluble Malerial not purchused by the Operator shall be agreed to by the Parties.

1. Purchases

Material purchased shall be charged at the price paid by Qperator after deduction of all discounts received. In case of

Material found to be defeclive or returned lo vendor lor any olher reasons, credit shall be passed Lo the Joinl Account
when adjustment has been received by the Operator.

2. Transfers and Dispositions

Material [urnished to the Joint Property and Material transferred from the Joint Propert} or disposed of by the Operalor,
- unless otherwise agreed to by the Parties, shall be priced on the {ollowing basis exclusive of cash discounts;
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New Material (Condition A)
(1) Tubular Goods Other than Line Pipe

{a) Tubular goods, sized 2% inches QD and larger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of dale of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. If the 80,000 pound rail ratle is not offered, the 70,000 pound or 90,000 pound rail rate

may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngslown,
Ohio.,

{b) For grades which are special {o one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost {rom that mill to the railway receiving point nearest the Joint 'roperly as provided above in

Paragraph 2.A.(1)a). For transportation cost {rom points other than Eastern mills, the 30,000 pound Qil Field
Haulers Association interstate truck rate shall be used.

(c) 'Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.0.b. Houslon,
Texas, plus transportation cost, using Oil IPield llaulers Association interstate 30,000 pound Lruck rate, lo
the railway receiving point nearest the Joint Property.

{d) Macoroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-ol-stock prices {.0.h,

the supplier plus transportation costs, using the Qil Field Haulers Association interstale Lruck rale per weight
of Lubing trunsferred, to the railway receiving point nearest the Joint Property.

{2) Line Pipe

(n) Line pipe movements (except size 24 inch OD and larger with walls 3% inch and over) 30,000 pounds or more

shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as provided abave. Freight
charges shall be calculated from Lorain, Ohio.

{b) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds

: shall be priced at Eastern mill published carload base prices elfective as of dale of shipment, plus 20 percent,
plus transportation cosils based on freight rales as sel [urth under provisions of tubular goods pricing in Para-
graph A(1)(a) as provided above. Freight churges shall be caleulated from Lorain, Qhio.

(¢} Line pipe 24 inch OD and over and % inch wall and {arger shall be priced [o.b. the point of manufucture

at current new published prices plus transportation cost Lo the railway receiving point neavest the Joint
Property.

(<) Line pipe, including fabricaled line pipe, drive pipe and conduit not lislted on published price lists shall be

priced al quoled prices plus freight to the railway receiving poinl nearest the Joint Property or al prices
agreed o by the Parlies.

{(3) Other Malerial shall be priced at the current new price, in effect at dale of movement, as listed by a reliable supply

store nearest the Joint Property, or point of manulacture, plus transporiation costs, il applicable, Lo the railway
receiving point nearest the Joint Property.

{4) Unused new Material, except tubular goods, moved from the Juint Property shall be priced at the current new
price, in elfect on date of movement, as listed by a relinble supply store nearest the Joint Property, or point of
manulacture, plus transporlalion costs, il applicable, to the railway receiving point nearvest the Joint Property,
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

Good Used Malerial (Condition B)

Material in sound and serviceable condition and suitable {or reuse withoul reconditioning:
(1) Material moved o the Joint Property
Al sevenly-five percent (76%) of current new price, as determined by Paragraph A~

(2) Material used on and moved from the Joint Property

(a) At seventy-five percent (76%) of current new price, as delermined by Paragraph A, if Malerial was originally
charged (o the Joint Account as new Material or

(b) At sixty-five percent (65%) of current new price, us delermined by Paragraph A, if Malerial was originally
charged lo the Joint Account as used Malerial, '

(é) Material not used on and moved from the Joint Property
Al seventy-five percent (75%) of current new price as determined by Paragraph A,
The cost of reconditioning, il any, shall be absorbed by the transferving property.
Other Used Malerial
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until aller recon-

ditioning shall be priced at {ifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.




LA

Material, excluding junk, no longer suitable for its original purpose, but usable for some olher purpose shall be

priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(2) Condition D

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-

parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
pipe prices. 4

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines,

shall be priced under normal pricing procedures {or casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

(3) Condition E

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under procedures nor-
mally utilized by Operator without prior approval of Non-Operators.

D. Obsolete Material

Malerial which is serviceable and usable for its original function but condition and/or value of such Material is not
equivalent Lo that which would justify a price as provided above may be specially priced as ngreed to by the Parties.
Such price should result in the Joint Account being charged with the value of the service rendered by such Material.

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-Tive cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhend rates in Section I, Paragraph 1.A(3). Each year, the
rale culculated shall e rounded to the nearest cent and shall be the rate in elfect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Socielies.

(2) Malerial involving erection costs shall be charged at applicable percentage of the current knocked-down price of
new Material,

Premium Prices

Whenever Malerial is not readily obtainuble al published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is [urnished to Non-Operalors of the proposed charge prior to billing
Non-Qperators {or such Material. Bach Non-Operator shall have the right, by so electing and notifying Operator within

ten days aflter receiving notice from Operalor, lo furnish in kind all ov part of his share of such Material suitable for use
and accepluble to Operator.

Warranly of Malerial Furnished By Operator

Operator does nol warrant the Material furnished. In case of defeclive Material, eredit shall not be passed to the Joint
Account until adjustment has been received Ly Operator from the manulacturers or their agents.

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Material,

1,
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Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of Lhe Joint Account Controllable Malerial. Written notice
of intention {o take inventory shall be given by Operator at least thirty (30) days belfore any inventory is to begin so that
Non-QOperators may Le represenled when any invenlovy is taken. Failure of Non-Operators to be represented al an inven-
tory shall bind Non-Operalors lo uccept Lthe inventory taken by Operator.

Reconciliation and Adjusiment of Inventories

Adjustments to the Joint Account resulting from the reconciliution of a physical inventary shall be made within six
months [ollowing the taking of Lthe inventlory. Inventory ndjustments shall be muade by Operator to the Joint Account for
overages and shorlages, but, Operator shull be held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

Special inventories may be taken whenever there is any sale, chunge of inlerest, or change of Operator in the Joint Property.
It shall be the'duty of the parly selling Lo notify all other Purlies as quickly as possible after the transfer of interesl tales

place. In such cases, both the seller and the purchaser shall be governed Ly such invenlory. In cases involving a change
of Operalor, all Parties shall be governed by such inventory.

Expense of Conducting Inventories

A. The expense of conducting periodic inventories shall not be charged lo the Joint Account unless agreed to by the
Parties, . '

B. The expense of conducting special invenlories shall be charged Lo the Parlies requesting such inventories, except in-
venlories required due to change ol QOperalor shall be charged lo the Joint Account.

-




EXHIBIT D
TO OPERATING AGREEMENT

INSURANCE

1, COVYERAGE

1.1 Operator shall carry or provide for the benefit of the Joint Account
of the parties the types and amounts of Insurance as are shown below:

(a)

(b)

(c)

(d)

Workmen's Compensation Insurance to cover full liability under
the Workmen's Compensation Law of the State where the
operations are being conducted.

Employer's Liability Insurance with a limit of not less than
$500,000 for accidental injuries or deaths of one or more
employees as a result of one accident.

.Comprehensive General Liability Insurance with limits of not

less than $500,000 Combined Single Limit Per Occurrence for
both Bodily Injury and Property Damage.

Autoinobile Public Liability Insurance with limits of not less
than $500,000 Combined Single Limit Per Occurrence for both
Bodily Injury and Property Damage.

2. PREMIUMS AND ADDITIONAL COVERAGE

2.1 The premlums paid for all such Insurance except Automoblle shall be
charged as operation expense. No Insurance, other than that shown above, shall
be carried for the benefit of the Joint Account except by mutual consent of the

parties.
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EXUIBIT €
10 OPERATING AGREEMENT

GAS BALANCING AGREEMENT
{ONSHORE)

1. Gas Imbalances.

Notwithstanding anything to the contrary in the Operating Agreement to which this Gas Dalancing Agreement is
attached, Il any party hereto takes and disposes of Jess than Its percentage Interest share of gss (including
cesinghead gas) produced snd saved during any calendar month, then the volums not taken by such party mey be
teken by sny ethar party or psrties hareto. If such volume s teken by more thsn ons party, then each teking
perty shall be antitied Rto take the proportion thersof thst Its percentsge interest besrs to 'the sum of thy

parcentage interests of all taking parties, or In such other proportions as the taking partles may agrees upon
among themsalves.

2. Yolumetric Balancing.

2.1 Balancing by Category. Volumetric balancing hereunder shall apply separstely to each category
estabiished by law, regulation or governmentsl order for the purpose of setting a cefling price for gas,
{ncluding but not timi{ted to the categories astablished by the Hetural Cas Polfcy Act of 1978 and the Fedaral
Energy Regulatory Commission. Al! gas which is now or hereaftar becomes unregulsted as to price shall be con-
sidered s single category, and any Cumulative Uverproduction ar Cumulative Underproduction accrued In a previous
regulated category shail, upon deregulation, be carried forward Into the unregulated category. In all other
cases Iavelving the revision of a category, any Cumulative Overproduction and Cumulative Underproduction sccrued

prior to the ravisfon shall remain in the pravious category and not be carried forward to the catlegory s
ravised.

2.2 "Qelinitions. The term "Cumvlative Underproduction” means the amount by which the cumulatlive volume of
gss taken by a party within a particular category fs less than the cumulative volume that party was entitled to
toke within such category according to its percentage interest; the term "Cumulative Overproductlon" means the
smount by which the cumulative volume of gas taken by a party within a category exceeds the cumulative volume
that party was entitled to take within such category according to fts percentage interest; the term “"Under-
producer"” means a party credited with Cumulative Underproduction; the term “Overproducer” means a party charped
with Cumulative Overproduction; and the term “Make-Up Gas" means the volume taken by an Underproducer to meke up
Cumulative Underproduction pursuant to Psragraph 2.4 or Paragraph 2.5 below.

2.3 Qperator's Statements. On or before the end of each calendar month, Qperator shall furnish the parties
hereto a written statement showing for each category (a) the total volume of gas taken by each partly during the

preceding calendar month; (b) the Make-Up Gas taken by each party during that month; and {c) the Cumulative
Overproduction or Cumulative Undsrproduction, {f any, of each party as of the end of that menth

2.4 Balancing - Single Purchaser. When gas within a particular category is delivered by the parties to a
single purchaser, an Underproducer may give written notfce Lo Operatar and all other parties hereto at least 1§
days before the beginning of a calendar month, stating fts desire to take Make-Up Gas during that month, Each
Overproducar shall promptly notlify its purchaser so that such purchaser will adjust its takes to sccommodate the
make-up. The Underproducer shall thereupon be entitled to take Make-Up Gas equal to {ts Cumulative Underpro-
ductfon in addition to fts full-percentage Interest share of gas during that month, provided that to accommodsta
such make-up no other party (including an Overproducer) shall ever be required to take less than 75X of its
percentage interest share of gas during the month, and provided that the right te take Make-Up Gas shall ba
subordinate to the right of any other party to take {ts full percentage interest share of gas from time to time
to satisfy the deiiverabiiity test requirements of its gas contract. 1f two or more Underproducers desire to
take Make-Up Gas during the same month and the combined volume they desire to take exceeds the volume avallsble
as Make-Up Gas, the volume avallable as Make-Up Gas shall be shared by such Underproducers in proportion to their
respective Cumulative Underproduction. Subject to the 75X VYimltation specified above, the volume taken as
MHake-Up Gas during the month shall be deducted from the volume of gas otherwise available to the Overproducers,
In proportfon to thelr respective percentage interest shares of gas.

2.5 Balancing - Multiple Purchasers. When gas within a particular category is delivered by the partfes to

more than one purchaser, the volumetric balancing provisions of Paragraph 2.4 shall apply except that a party's
“percentage interest share of gas™ shall be considered for the purpose of determining the rights among parties
dellvering to the ssme purchaser (but not for the purpese of determining Cumulati{ve Qverproduction aund Cumulative
Underproduction), equal to the total volume of gas delivered to that party's purchaser during the month, multi-
plied by a fraction, the numerator of which {s that party's percentage {interest under the Operating Agreement,
and the denominator of which {s the sum of the percentage {nterests of all partles delivaring to that purchaser,

2.6 011 and Other Minerals. Regardless of the volume of gas actually taken by any party hereto, such party

shall share, 85 otherwise provided {n the Operating Agreement, fn the production of crude oil, condensate and
other minerals separated from the gas in facilities operated for the joint account,

2.7 Costs and Expenses. Regardiess of the volume of gas actually taken by any party hersto, such party
shall bear costs and expenses as otherwise provided in the Operating Agreement.

3. Flnal Cash Balanc!ng.

3.1 Ststements. If all partfes have not achieved volumetric gas balance In all categories upon termination
of the Operating Agreement or upon a permanent cessation of all gas production thereunder, Operator shall furnish
to all parties a statement showing the final Cumulative Overproduction and Cumulative Underproduction of esch
party by category, and the month and year in which It accrued, 1n determining the timing of accrusls, Make-Up
Gas shall be appiied agalinst Cumulative QOvarproduction and Cumulative Underproduction on a first-in-first-out
basis. Within 60 days after recelpt of Operator's statement, each Overproducer shall furnish to all other
parties a statement showing the value of {ts Cumulative Overproduction for each category, based on the price the
Overproducer actually recelved for ths Cumulative Overproduction (n a sale to s Nonaff{lfate during the month(s)
{n which the Cumulative Gverproduction. accrued, less all paymenls made by the Overproducer pursuant to Paragraph
4 below, [n the absence of 2 sale to a Honaffil{ate, value shall be based on the weighted average price recelved
by tha parties hereto in sales to Nonaffiifates during the month in question. For ths purpose of this agresment,
the term “Nonaffilfate” as ft relates to s, party meins any corporation or other business organization not fin
contrel of, and not controlled by, and not under common control! with, such party, Based upon tha statements
furnished by Overproducers, the net amount owed by or to each party for all categories combined shail be calcu-
lated by Operator and furnished to all partias in a final cash balancing statement,

3.2 Settlements, Within 60 days after Teceipt of Operator’s linal cash balancing statement, each Over-
producer shall pay each Underproducer in accordance with the statement and without {nterest. To the extent sny
value used to calculate a cash settlement hereunder {s subject to refund by the Overproducer pursuant to lsw,
regulation or governmental order, the Underproducer entitled to such cash settlement shall, prior to payment
thereo!, agree In writing to indemnify the Overproducer sgainst the Undsrproducer's proportionate part of any
refund (includlng fnterest) which the Overproducer shall be required to make. Any party may challenge any
volumes or values or amounts specified in any of the statements furnished under Parsgraph 2.3 or 3.1 sbove, in

the same manner and sUbfect to the same limitations as an fnvolce from Operator may be challenged under the
Opsrating Agreement or tha asccounting procedurs thereto.

q. Payments on Productfon.

Each party shall pay s)) production or severance taxes, excise taxes, voyaltles, overriding royaities,
production payments and other such payments on production for which ft is obligated by law or by leass or by
contract (including the Opersting Agreement), snd nothing In this Gas Balancing Agruement shall be construed as
affecting such obligations., Each party herelo aprees to indemnify and hold harmless the othsr parties herste
against all claims, losses or 1labflities arising out of its failure to fulfill such oblligations.
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EXHIBIT F

TO OPERATING AGREEMENT

NON-DISCRIMINATION AND CERTIFICATE OF NON-SEGREGATED FACILITIES

1 Operator and Non-Operators, hereinafter called "contractor/supplier”, hereby agree that the following, {f spplicable, shall apply to
this Operating Agreement and all activities conducted hereunder:

A. EQUAL OPPORTUNITY CLAUSE [Applicable to contracts amounting to $10,000 or more, 41 CFR 60-1.4.}

The equal opportunity clause required by Executive Order 11246 of September 24, 1965, and prescribed in Section 80-1.4 of Title
4] of the Code o Federal Regulations is incorporated by reference (as permitted by Section §0-1.4(d) of 3aid Regulations) as If set out in
full at this point.

B. AFPFIRMATIVE ACTION COMPLIANCE PROGRAM [Applicable to contracts amounting to $50,000 or more only {f contractor/
supplier has 50 or more employees, 41 CFR 60-1.40.)

If required under 41 CFR Sec. 60-1.40, contractor/supplier af{irms that {t has developed and is maintaining current an
af{firmative action program at each of [ts establishments or that {f such a program has not been established, that it will be within 120 days
of receipt of any contract of $50,000 or more, Contractor/supplier shall maintain such program until such time as (t Is no longer required
by law or regulation.

C. EQUAL EMPLOYMENT OPPORTUNITY REPORTING REQUIREMENTS (Applicable to contracts amounting to 50,000 or more
only If contractor/supplier has 50 employees or more, 41 CFR 80-1.7.]

if required under 41 CFR Sec. 60-1.7, contractor/supplier sgrees to {ile a complete and accurate report on Standard Form 100
(EEO-1} within thirty (30) days of the date of contract or purchase order award unless such a report has been filed In the last twelve (12)
months and agrees to flle such reports annually unless and untll contractor/supplier is not required to so {ile by law or regulation.

D. EMPLOYMENT OF THE HANDICAPPED [Applicble to contracts amounting to $2,500 or more, 4 CPR 60-741.4.)

The affirmative sction clause prescribed In Section 80-741.4 of Title 41 of the Code of Federal Regulations s Incorporated
herein by reference (as permitted by Section 60-74].22 of said Regulations) as If set out in full at this point.

E. AFPIRMATIVE ACTION PROGRAM FOR HANDICAPPED WORKERS [Applicable to contracts amounting to $2,500 or more
only if contractor/supplier (a) has 50 or more employees and (b) holds a contract of $50,000 or more, 4 CER 60-741.5.]

: If required under 4] CPR 60-74l.5, contractor/supplier affirms that {t has prepared and Is maintalning or shall prepare and
maintain an affirmative action program for handicapped workers as prescribed in 41 CFR 60-741.5 and 4 CFR 6§0-741.6. :

P. EMPLOYMENT OF DISABLED VETERANS AND VETERANS OF THE VIETNAM ERA [Applicable to contracts amounting to
$10,000 or more, 41 CFR 60~250.4.]

The affirmative action clause prescribed In Section 60-250.4 of Title 41 of the Code of Federal Regulations Is Incorporated by
reference (as permitted by Section 80-250.22 of said Regulations) as if set out in full at this point.

Q. APPIRMATIVE ACTION PROORAM FOR DISABLED VETERANS AND VETERANS OF THE VIETNAM ERA [Applicable to

contracts amounting to $10,000 or more only if contractor/supplier {a) has 50 or more employees and (b) holds a contract of $50,000 or
more, 4 CFR 60-250.5.}

i required under 41 CFR 60-250.5, contractor/supplier a{firms that {t has prepared and is maintaining or shall prepare end
maintain an affirmative action program for disabled veterans and veterans of the Vietnam era. ’

H. UTILIZATION OF MINORITY BUSINESS ENTERPRISES {Applicable to contracts amounting to $10,000 or more, 41 CFR Sec. 1~
11310-2(a).}

1t is the policy of the United States Government that minority business enterprizes shall have the maximum practicable
opportunity to participate in the performance of Government contracts,

Contractor/supplier agrees to use {ts best efforts to carry out this policy in the award of Its subcontracts to the fullest extent
consistent with the efficlent performance of this contract. As used in this contract, the term "minority business enterprise® means a
business, at least 50 percent of which i{s owned by minority group members or, (n case of publicly owned businesses, at least 51 percent of
the stock of which is owned by minority group members. Por the purpose of this definition, minority group members are Negroes, Puerto
Ricans, Spanish-speaking American people, American Orientals, American Indians, American Eskimos, and American Aleuts, Contractor/
supplier mey rely on written representations by subcontracators regarding their status as minority business enterprises in lleu of
independent {nvestigation.

I. MINORITY BUSINESS ENTERPRISES SUBCONTRACTING PROGRAM [Applicable to all contracts which may exceed $500,000
which contain the clause required by 41 CFR i-1,1310-2(s) and which offer substantial subcontracting possibliities, 41 CFR I-1.1310-2(b).]

1. Contractor/supplier agrees to establish and conduct a program which will enable minority business enterprises (as defined in
the above clause entitled "Utillzation of Minority Business Enterprises") to be considered fairly as subcontractors and suppliers under this
contract. In this connection, contractor/supplier shall:

(a) Designate a Lalson offlcer who will administer contractor/supplier's mlnorlty' business enterprises program.

(b) Provide adequate and timely consideration of the potentialities of known minority business enterprises in all "mske-or-
buy™ declsions.
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(c) Assure that known minority business enterprises will have an equitable opportunity to compele for subcontracts,
partoularly by arranging solicitations, time for the preparation of bids, quantities, specifications, and delivery schedules so as to
facllitate the participation of minorlty business enterprises.

{d) Maintaln records showing (l) procedures which have been adoptsd to comply with the pollcies set forth In this clause,
including the establishment of a source lst of minority business snterprises, (1) awards to minority business enterprises on the source list,
and (il) specifio, efforts to Identify and award contracts to minority business enterprises.

{e) Include the above "Utllization .of Minority Business Enterprises" clause in subcontracts which offer substantial minority
businasss enterprises subcontracting opportunities. :

(f) Cooperate with the Contracting Officer in any studiez and surveys of contractor/supplier's minority business enterprises
procedures and practices that the Contracting Officer may from time to time condur .

{(g) Submit periodic reports of subcontracting to'known minority business enterprizes wiilirespect to-the recerds referred te

in subperagraph (d} above, in such form and manner and at such time (not more often than quarterly} as the Contracting Officer may
prescribe.

¢« ° 2. Contractor/supplier further sgrees to insert, In any subcontract-hereunder.which may exceed $500,000, provislons which

shall conform substantially to the Janguage of this clause, including this paragraph (2), and to notify the Contracting Oflluer of the names
- of such subcontractors.

™ .. J. ! UTILIZATION OF WOMEN-OWNED BUSINESS CONCERNS [Applicable to -contracts amounting to $10,000 or-more, Federal
Register, vYol, 45, No. 92, 5/9/80.]

It is the policy of the United States Government that women-owned businesses shall have the maximum practicable opportunity
to participate In the performance of contracls awarded by any Federal agency.

The contractor/suppller agrees to use his best efforts to carry out this policy in the eward of subcontracts to the {ullest extent
consistent with the efficient performance of this contract., As used In this contract, a "women-owned business" concern means a business
that {s at least 51% owned by & woman or women who also control and operate [t, "Control" In this contex{ means exercising the power to

make pollcy decisions. "Operate" {n this context means being actively Involved In the day-to-day management. "Women" means all
women business owners.

K. WOMEN-OWNED BUSINESS SUBCONTRACTING PROGRAM [Applicable to contracts amounting to $500,000 or more, Federal
Register, Vol. 45, No. 92, 5/9/80.)

=

1. The contractor/supplier asgrees to establish and conduct a program which will enable women-owned business concerns to be
considered [airly as subcontractors and suppliers under this contract. In this connectlon, the contractor/supplier shall:

(a) Designate a Uaison officer who will administer the contractor/supplier's "Women-Owned Business Concerns Program".

{b) Provide adequate and timely consideration of the potentialities of known women—owned business concerns [n all "make-
or-buy" decislons. . '

(c) Develop a list of qualified bidders that are women-owned businesses and assure that known: women-owned business
concerns have an equitable opportunity to compete for subcontracts, particularly by making information on {orthcoming opportunities

avallable, by arranging solicitations, time for the preparation of bids, quantities, specifications, and delivery schedules so as to facilitate
the participatlon of women-owned business concerns.

(d) Maintain records showing (i) procedures which have been adopted to comply with the policies set forth {n this clause,
{ncluding the establishment of a source list of women-owned business concerns, {ii) awards to women-owned businesses on the source 1ist

by minority and non-minority women-owned business concerns, and (lii) specific efforts to identify and award contracts to women-owned
business concerns.

(e) Include the "“Utilization of Women-Owned Business Concerns" eclause in subcontracts which offer substantial
subcontracting opportunities,

(f) Cooperate in any studies and surveys of the contractor/supplier's women-owned business concerns procedures and
practices that the Contracting Offlcer may from time to time conduect.

(g) Submit periodlc reports of subcontracting to women-owned business concerns with respect to the records referred to in

subparagraph (d) above, In such form and manner and at such time (not more often than quarterly) as the Contracting Olficer may
prescribe.

2. The contractor/supplier further agrees to insert, in any subcontract hereunder which may exceed $500,000 or $1,000,000 in
the case of contracts {or the construction of any public fecility and which offers substantial subcontracting possibllities, provisions which

shall conform substantially to the language of this clause, including this paragraph (2), and to notify the Contracting Ofticer of the names
of such subcontractors.

. 3. The contractor/supplier further agrees to require written certification by its subcontractors that they are bona fide women-
owned and controlled business concerns in accordance with the deflnition of a women-owned business concern as set [orth In the
Utilization Clause (J) above at the time of submission ol bids or proposals.

L. VUTILIZATION OF SMALL BUSINESS CONCERNS AND SMALL BUSINESS CONCERNS OWNED AND CONTROLLED BY

SOCIALLY AND ECONOMICALLY DISADVANTAGED INDIVIDUALS {Applicable to all contracts amounting to $10,000 or more, Federal
Register, Vol. 45, No. 82, 5/9/80.)

1t is the policy of the United States Government that small business concerns and small business concerns owned and controlled
by socially and economically disadvantaged individuals shall have the maximum practicable opportunity to participale [n the performance
of contracts jet by any Federal agency.



Contractor/supplier hereby sgrees to carry out this policy in awarding of subcontracts to the fullest extent corisistent with
elficlent performance of this contract. Contractor/supplier further agrees to cooperate in any studies or surveys that may be conducted
by the Small Business Administration or the contracting sgency which may be necessary to determine the extent of contractor/suppller's
compliance with this clause.

1. The term "small business concern” shall mean a small business as dellned pursuant to Bectlon 3 of the Bmall Busineas Act and
in relevant requiations promulgated pursuant thereto.

2. The term "small business concern owned and controlied by soclally and economlcally disadvantaged individuals” shall mean a
small business concern: :

(2) which is at least 51 percent owned by one or more soclally and economlcally disadvantaged {ndividuals; or, in the case of

any publiely owned business, at least 51 percent of the stock of which is owned by one or more soclally and economically disadvantaged
individuals; and.

~ (b) whose management and caily business operations are controlled by one or more such individuals.

. . .
Contractor/supplier shall presuine ths! socially and economically disadvantaged {ndlviduals Inciude Black Americans, liispanic
Americans, Native Americans, and other minorities, or any other individual found to be disadvantaged by the Small Busincas
Admlnh_lral.lon pursuant to section 8(a) of the Small Business Act.

Contractor/supplier acting in good f{aith may rely on written representations by subcontroctors as either a small business
Soncern or a small business concern owned and controlled by soclally and economically disadvantaged individuals.

M. SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS SUBCONTRACTING PLAN.[Appl(cable to all contracts expected
to exceed $500,000 which are required to inciude the small business and small disadvantaged business utilization clause aboyve and offer
subecontracting possibilities, Federal Register, Vol. 45, No. 82, 3/9/80.]

Contractor/supplier agrees to negotiate a subcontracting plan which includes:

1. Percentage goals {(expressed in terms of percentage of total pianned subcontracting dollars) for the utilization as
subcontractors of small business concerns and small business concerns owned and controlled by soclally and economlically disadvantaged
individuals, {(Por the purpose of the subcontracting ‘plan, contractor/supplier shall include all purchases which contribute to the

performance of the contract, including a proportionate share of products, services, ete., whose costs are normally allocated as Indirect or
overhead costs.)

2. The name of an individual within the em;ﬁby of the of{eror who will administer the subcontracting program of the offeror
and a description of the duties of such Indlividual.

3. A description of the efforts the offeror will take to assure that small business concerns and small business concerns owned
and controlled by socially and economlically disadvantaged individuals will have an equitable opportunity to compete for subcontracts,

4. Assurances that the clause entitled "Utilization of Small Business Concerns and Small Business Concerns Owned and
Controlled by Soclally and Economically Disadvanteged Individuals" will be included in all subcontracts which offer further subcontracting
opportunities and that all subcontractors (except small business subcontractors) who receive subeontracts In excess of $500,000 will be
tequired to adopt & similar plan. Such assurance shall describe the procedures established by contractor/supplier for review, approval, and
monltoring for compliance with such plans.

5. Assurances that contractor/supplier will submit such periodic reports and cooperate in any studies or surveys as may be
required by the Small Business Administration to determine {ts extent of compllance with the subcontracting plan.

8. A recilation of the types of records contractor/supplier will maintaln to demonstrate procedures which have been adopted to
comply with the requirements and goals set {orth in the plan, ineluding source lists of small business concerns and small business concerns

owned and controlled by socially and economlically disedvantaged individuals, and elforts to identify and award subcontracts to such smell
business concerns,

N. UTILIZATION OF LABOR SURPLUS AREA CONCERNS [Applicable to contracts amounting to $10,000 or more, 41 CFR 1-1.805-
3] -

1. It s the policy of the United States Government to award contracts to labor surplus area concerns thal agree to perform
substantially in labor surplus areas, where this can be done consistent with the efficient performance of the contract and at prices no

higher than are obtainable elsewhere. The contractor/supplier agrees to use his best e{forts to place his subcontracts in accordance with
shis policy. )

2. In complying with paragraph (1) of this clause and with the second paragraph of the clause of this contract entitled
"Utilization of Small Business Concerns and Small Business Concerns Owned and Controlled by Soclally and Economically Disadvantaged
Individuals”, the contractor/supplier in placing his subcontracts shall observe the following order of preference: (a) small business
concerns and small business concerns that are owned and controlled by socially and economicelly disadvantaged Individuals that are labor

surplus area concerns, {b) other small business concerns and small business concerns that are owned and controlled by soclelly and
economically disadvantaged indlviduals, and (c) other labor surplus area concerns,

3. The term “iabor surpius area" means a geographical area identified by the Department of Labor as an area of concentrated
unsmployment or underemployment or an area of labor surplus.

4, The term "labor surplus area concern” means a concern that together with Its [irst tier subcontractors will perform
substanually in labor surplus aress.

§. The term “"perform substantially in labor surplus area" means that the costs incurred on secount of manu{acturing,
Production, or appropriate services in labor surplus areas exceed 50 percent of the contract price.



0. LABOR SURPLUS AREA SUBCONTRACTING PROGRAM {Applicable to all contracts which may exceed $500,000 which are
requlred to Include the labor surplus area utilization clause above and offer substantial aubcontracting possibilities, 4 CFR 1-1.710-3(b).)

1. Ths contractor/supplier agrees to establish and conduct a program which wlll encourage labor surplus area concerns to
ocompets for subcontracts within thelr capabllities, In this connectlion, the contractor/supplier shall;

(a) Designate a Lalson offlcer who will (1) maintein LUalson with duly authorized representatives of the Qovernment on labor
surplus area matters, (1i) supervise complience with the "Utilization of Concerns in Labor Surplus Areas" clause, and {ill} administer the
contiractor/supplier's "Labor Surplus Area Subcontracting Program”. :

(b) Provide adequate and timely consideration of the potentialities of labor surplus area concerns in all "meke-or-buy”
decisions,

(c) Assure that labor surplus area concerns will have an equitable opportunity to compete.for subcontracts, particularly. by

srranging sollcitation, time for the preparation of bids, guantities, speci{ications, and delivery schedules 30 a3 to facilitate the
participation of labor surplus area concerns, )

* . - {&) Maintain records showing the procedures which have'been adopted to comply with the policies set forth In this clause and
roport subcontract awards (see 41 CFR 1-16.804-5 regarding use of Optional Form 61). Records malntalned pursuant to this clause wil) be
kept avallable for review by the Qovernment until the expiration of one year after the award of this aontract, or for such longer periods
480 may be required by any other clause of this contract or by spplicadbie law or regulations.

(e) Include "Utilization of Concerns in Labor Surplus Areas" clause In subcontracts which of {er substantial labor surplus area
subcontracting opportunities.

2. The contractor/supplier further agrees to Insert, In any subcontract hersunder which may exceed $500,000 and which
contalns the "Utllization of Concerns in Labor Surplus Areas" clause, provisions which shall conform substantially to the language of this
clause, including this paragraph (2), and to noti{y the Contracting Offlcer of the names of such subcontractors,

P. CLEAN AIR AND WATER {Applcable only if the contract exceeds $100,000 of If It Is determined that orders under an
indefinite quantity contract In any one year will exceed $100,000, or a facility to be used has been the subject of e conviction under the

Clean Alr Act (42 U.S.C. 1857c-8(cX1)) or the Federal Water Pollution Control Act (33 U.S C. 1318(c)) and Is llated by EPA, or the contract
Is not otherwise exempt.}

Contractor/supplier agrees as [ollows:

1. To comply with all the requirements of Ssction 114 of the Clean Air Act, as amended (42 U.8C. 1857, el. 3eq., as amended
by Pub, L. 81-804) and section 308 of the Pederal Water Poliution Control Act (33 U.8C, 125], et, seq., as amended by Pub. L. 82-500),
respectively, relating to Inspections, monitoring, entry reports, Information, as well as other requirements specifled in sectlon L4 and

- gection 30 of the Alr Act and the Water Act, respectively, and all regulations and guldelines lssued thereunder belore the award ol the
contract.

2. That no portion of the work required by this contract will be performed at a facility listed on the Environmental Protection
Agency List of Violating Pacilities on the date when the contract was awarded unless and until the EPA eliminates the name of such
{acllity or facilitles [rom such listing.

3. To use its best efforts to comply with clean alr standards and clean water standards at the facillty in which the contract is
belng performed.

4. Tolnsert the substence of the provisions of this clause into any non-exempt subcontract, including this paragraph,

Q. CLEAN AIR AND WATER CERTIPICATION [Applicable if contract amount exceeds $100,000, "or the Contracting Officer has
determined that orders under an indefinite quantity contract in any year will exceed $100,000", or a {acility to be used has been the

subject of a conviction under the Clean Air Act (42 U.SC, 1857c-8(c)(l) or the Pederal Water Pollution Control Act (33 U.8.C. 1318{¢c)) and
is listed by EPA, or is not otherwise exempt.]

Contractor/supplier certifies as follows:

1. Any facllity to be utilized in the performance of the proposed contract has not been listed on the Environmental Protection
Agency List of Yiolating Facillties,

2. Contractor/supplier will promptly notify Contracting Officer, prior to award of the recelpt of any communication from the
Director, Office of Pederal Actlvities, Environmental Protection Agency, indicating that any fecllity which contractor/supplier proposes
to use for the performance of the contract is under consideration to be listed on the EPA List of Violating Facilities. . )

3. Contractor/supplier will include substantially this certification, {ncluding this paragraph {3), In every non-exempt
subcontract. .

R. NON-SEGREGATED FACILITIES CERTIFICATION [Applicable if contract amount exceeds $10,000 (60 C.P.R. 1.8).]

Contractor/supplier certifies that it does not and will not maintain any facilities it provides for its employees In a segregated
menner or permit its employees to perform thelr services at any location under [ts control where segregated facilities are maintained, and
that contractor/supplier will obtain a similar certification in the form appoved by the Director, Offlce of the Federal Contract
Compliance Programs, prior to the award of any non-exempt subcontract.
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MEMORANDUM OF OPERATING AGREEMENT AND FINANCING STATEMENT

This Memorandum of Operating Agreement and Financing Statement (hereinafter called "Memorandum'") shall be effective when
the Operating Agreement referred to in Paragraph 2.0 below becomes effective, that being {,;i1ly 21 , 1989 .
7

The parties hereto have entered into an Operating Agreement, providing for the development and production of crude oil,
natural gas and associated substances from the lands described in Exhibit A attached hereto (hereinafter called the

“Contract Area"), and designating naging Ceneral Partner of Sun
as Operator to conduct such operations. perating Limited Partnership

The Operating Agreement provides for certain liens and/or security interests to secure payment by the parties of their
respective share of costs under the Operating Agreement. The Operating Agreement contains an Accounting Procedure along
with other provisions which supplement the lien and/or security interest provisions, including non-consent clauses which
provide that parties who elect not to participate in certain operations shall be deemed to have relinquished their
interest until the consenting parties are able to recover their costs of such operations plus a specified amount.

Should any person or firm desire additional information regarding the Operating Agreement or wish to inspect a copy of
the Operating Agreement, said person or firm should contact the QOperator.

The purpose of this Memorandum is to more fully describe and implement the liens and/or security interests provided for
in the Operating Agreement, and to place third parties on notice thereof.

In consideration of the mutual rights and obligations of the parties hereunder, the parties hereto agree as follows

5.1. The Operator shall conduct and direct and have full control of all Operations on the Contract Area as permitted and
required by, and within the limits of the Operating Agreement.

5.2. The I{abi]ity of the parties shall be several, not joint or collective. Each party shall be responsible only for
its obligations and shall be 1iable only for its proporticnate share of costs.

5.3. Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security
interest in its share of o0il and or gas when extracted and its interest in all equipment, to secure payment of its
share of expense, together with interest thereon at the rate provided in the Accounting Procedure referred to in
Paragraph 3.0 above. 7o the extent that Operator has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The
bringing of a suit and the obtaining of judgment by Operator for the secured indebtedness shall not be deemed an
election of remedies or otherwise affect the rights or security interest for the payment thereof.

5.4. If any Non-Operator fails to pay its share of costs when due, Operator may require other Non-Operators to pay their
proportionate part of the unpaid share, whereupon the other Non-Operators shall be subrogated to Operator's lien
and security interest,

5.5. The Operator grants to Non-Operators a lien and security interest equivalent to that granted to Operator as
described in Paragraph 5.3 above, to secure payment by Operator of its own share of costs when due.

For purposes of protecting said liens and security interest, the parties hereto agree that this Memorandum shall cover
all right, title and interest of the debtor(s) in:

6.1 Property Subject to Security Interests

(A) Al personal property located upon or used in connection with the Contract Area.

(B) All fixtures on the Contract Area.

(C) Al oil, gas and associated substances of value in, on or under the Contract Area which may be extracted
therefrom.

(D) Al accounts resulting from the sale of the items described in subparagraph (C) at the wellhead of every well
located on the Contract Area or on lands pooled therewith.

(E) A1) items used, useful, or purchased for the production, treatment, storage, transportation, manufacture, or
sale of the items described in subparagraph (C). .

(F) A1l accounts, contract rights, rights under any gas balancing agreement, general intangibles, equipment,
inventory, farmout rights, option farmout rights, acreage and or cash contributions, and conversion rights, whether
now owned or existing or hereafter acquired or arising, including but not limited to all interest in any partner-
ship, limited partnership, association, joint venture, or other entity or enterprise that holds, owns, or controls
any interest in the Contract Area or in any property encumbered by this Memorandum.

(G) All severed and extracted oil, gas, and associated substances now or hereafter produced from or attributable
to the Contract Area, including without limitation oil, gas and associated substances in tanks or pipelines or
otherwise held for treatment, transportation, manufacture, processing or sale.

(H) (A1l the proceeds and products of the items described in the foregoing paragraphs now existing or hereafter
"arising, and all substitutions therefor, replacements thereof, or accessions thereto.

(1) Al personal property and fixtures now and hereafter acquired in furtherance of the purposes of this Operating
Agreement. Certain of the above-described items are or are to become fixtures on the Contract Area.

(J) The proceeds and products of collateral are also coverad.

5.2 Property Subject to Liens

(A) A1l real property within the Contract Area, including all oil, gas and associated substances of value in, on
or under the Contract Area which may be extracted therefrom.

(B) A1l fixtures within the Contract Area.

gC) A1l real property and fixtures now and hereafter acquired in furtherance of the purposes of this Operating
greement. ’

The above items will be financed at the wellhead of the well or wells located on the Contract Area, and this Memorandum
is to be filed for record in the real estate records of the county or counties in which the Contract Area is Tocated,
and in the Uniform Commercial Code records. A)) parties who have executed the Operating Agreement and al) farmors and
option farmors who have granted support within the Contract Area are identified on Exhibit A.

On defau]; of any covenant or condition of the Operating Agreement, in addition to any other remedy afforded by law or
the practice of this state, each party to ghe agreement and any successor to such party by assignment, operation of law,
or otherwise, shall have, and is hereby given and vested with, the power and authority to take possession of and sell

any interest which the defaulting party has in the subject lands and to foreclose this lien in the manner provided by
1aw.

4/87
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).0  Upon expiration of the subject Operating Agreement and the satisfaction of all debts, the Operator shall file of record
3 release and termination on behalf of all parties concerned. Upon the filing of such release and termination, all
benefits and obligations under this Memorandum shall terminate as to all parties who have executed or ratified this
Memorandum. In addition, the Operator shall have the right to file a continuation statement on behalf of all parties
who have executed or ratified this Memorandum.

0.0 1t is understood and agreed by the parties hereto that if any part, term, or provision of this Memorandum is by the
courts held to be illegal or in conflict with any law of the state where made, the validity of the remaining portions or
provisions shall not be affected, and the rights and obligations of the parties shall be construed and enforced as if
the Memorandum did not contain the particular part, term or provision held to be invalid.

(1.0 This Memorandum shall be binding upon and shall inure to the benefit of the parties hereto and to their respective
heirs, devisees, legal representatives, successors and assigns. The failure of one or more persons owning an interest
in the Contract Area to execute this Memorandum shall not in any manner affect the validity of the Memorandum as to
those persons who have executed this Memorandum.

12.0 A party having an interest in the Contract Area can ratify this Memorandum by execution and delivery of an instrument of
ratification, adopting and entering into this Memorandum, and such ratification shall have the same effect as if the
ratifying party had executed this Memorandum or a counterpart thereof. B8y execution or ratification of this Memérandum,
such party hereby consents to its ratification and adoption by any party who may have or may acquire any interest in the
Contract Area.

13.0 This Memorandum may be executed or ratified in one or more counterparts and all of the executed or ratified counterparts
shall together constitute one instrument. For purposes of recording, only one copy of this Memorandum with individual
signature pages attached thereto needs to be filed of record.

NAME AND ADDRESS

Oryx Energy Company, as Managing
General Partner of Sun Operating Limited
Partnership :

By: /mm&;(p/\—/

Sigdature) , e
4 Steven K. Sinclair

(Type or print signatory s name)

Title: ATTORNEY-IN-FACT

Name:

NAME AND ADDRESS
BTA OIL PRODUCERS

By:

(Signature)
Name:

(Type or print signatory's name)
Title:

(Insert proper state acknowledgment below)
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9.0 Upon expiration of the subject Operating Agreement and the satisfaction of all debts, the Operator shall file of record
3 release and termination on behalf of all parties concerned. Upon the filing of such release and termination, al)
benefits and obligations under this Memorandum shall terminate as to all parties who have executed or ratified this
Memorandum. 1n addition, the Operator shall have the right to file a continuation statement on behalf of all parties
who have executed or ratified this Memorandum.

10.0 It is understood and agreed by the parties hereto that if any part, term, or provision of this Memorandum is by the
courts held to be illegal or in conflict with any law of the state where made, the validity of the remaining portions or
provisions shall not be affected, and the rights and obligations of the parties shall be construed and enforced as if
the Memorandum did not contain the particular part, term or provision held to be invalid.

11.0 This Memorandum shall be binding upon and shall inure to the benefit of the parties hereto and to their respective
heirs, devisees, legal representatives, successors and assigns, The failure of one or more persons owning an interest
in the Contract Area to execute this Memorandum shall not in any manner affect the validity of the Memorandum as to
those persons who have executed this Memorandum.

12.0 A party having an interest in the Contract Area can ratify this Memorandum by execution and delivery of an instrument of
ratification, adopting and entering into this Memorandum, and such ratification shall have the same effect as il the
ratifying party had executed this Memorandum or a counterpart thereof. By execution or ratification of this Memdrandum,
such party hereby consents to its ratification and adoption by any party who may have or may acquire any interest in the
Contract Area.

13.0 This Memorandum may be executed or ratified in one or more counterparts and all of the executed or ratified counterparts
shall together constitute one instrument. For purposes of recording, only one copy of this Memorandum with individual
signature pages attached thereto needs to be filed of record.

NAME AND ADDRESS

Oryx Energy Company, as Managing
General Partner of Sun Operating Limited
Partnership .

8y:
ature) . A
Steven K. Sinclair
Name:
(Type or print signatory's name)
Title: ATTORNEY-IN-FACT

NAME AND ADDRESS
BTA OiL PRODUCERS

//7 ;gi?
By: " - Z k&_
(Ssgnature) 4 w&
Name: BARRY“BEAL

{Type or print signatory’'s name)

Title: Partner

(Insert proper state acknowledgment below)
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Counterpart Signature Page

By the following execution, the signatory party hereby commits itself to that specific Memorandum of Operating Agreement and
financing Statement dated __ July 21 , 1989

NAME AND ADDRESS

PACIFIC ENTERPRISES OIL COMPANY (USA)

By:

(Signature)
Name:

{Type or print signatory's name)
Title:

(Insert proper state acknowledgment below)
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Counterpart Signalure Paye

By the following execution, the signatory party hereby commits itselfl to that specific Memorandum of Operating Ayreement and

Financing Statement dated

July 21

NAME AND ADDRESS

PACIFIC ENTERPRISES OlIL COMPANY (USA)

=

ﬁgnature)

Name: John £. lodge
(Type or print signatory’s name)
Title: Land Manager

(Insert proper state acknowledgment below)
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Counterpart Signature Page

’

y the following execution, the signatory party hereby commits ftsel’ to that specific Memorandum of Operating Agreement and
Inancing Statement dated July g9.

NAME AND ADORESS

JOE REYNOLDS

()

\ -

By: / ﬁ—k‘/t ALt gl
(STgpaturef ~_ 7 P4 N

Hame:

{(Type or print signatory's name)

Title:

(Insert proper state acknowledgment below)



ACKNOWLEDGEMENTS

STATE OF TEXAS ]
COUNTY OF DALLAS |

This instrument was acknofiledged §7éprjéz;f n the Zéff day of
(it . 1989, by _ ) Tt Do

Attoénex!gn Fact of ORYX ENERGY COMPANY, Managing General Partner of
SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

MY COMMISSION EXPIRES: £
//-19-9/ 317‘“ y Camesin Enes 1161 %

(o elo eloclorlv dlosle sloalap nelaaumeirg r g e o

STATE OF TEXAS i
COUNTY OF MIDLAND §
This instrument was acknowledged before me this __ day of
» 1989, by
on behalf of BTA OIL PRODUCERS, a partnership.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS i
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
, 1989, by
on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA), a corporation,

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS j
COUNTY OF LUBBOCK |
This instrument was acknowledged before me on the __ day of

, 1989, by JOE J. REYNOLDS.

Notary Public

MY COMMISSION EXPIRES:

DC-17787



ACKNOWLEDGEMENTS

STATE OF TEXAS {
COUNTY OF DALLAS [

This instrument was _acknjw pdged b;?)re Zmejn the Q_&E/day of

s 1989, by VA MHKJ 4 ﬂ/ﬁ//ﬁ/
Atto;neiiin-Fact of ORYX ENERGY COMPANY, Managing General Partner of
SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

A5 10 vounaBLoOD
MY COMMISSION EXPIRES: ;(3714\5, % Notory Pute Site ! Tovos $
/0~ a,'}__~ _________ b :..; tAy Cominission Exputes 11118791
/ / / g 4/ g "‘%:: o1 :‘lﬁ‘\*

[+ ololelo eleele dlo slonlpaleninslanapslesivale
STATE OF TEXAS ]
COUNTY OF MIDLAND
This instrument was acknowledged before me this g4n day of

August » 1989, by BARRY BEAL, Partner,
on behalf of BTA OIL PRODUCERS, a partnership.

Ao lo
Notary Public

WPessisrsssessancssnasstnlEsEIERSCRIRRINERRg

4. SHAWNDA RUPLE
MY COMMISSION EXPIRES: '

3 ;3 Notory Public, State of Texas

- SeSeRABASe
TS—

%_9/ 1 / q O . " Commissien Expires 2-7-90
STATE OF TEXAS ]
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
» 1989, by

on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA), a corporation.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS i

COUNTY OF LUBBOCK |
This finstrument was acknowledged before me on the ___ day of

, 1989, by JOE J. REYNOLDS.

Notary Public

MY COMMISSION EXPIRES:

DC-17787

-



ACKNOWLEDGEMENTS

STATE OF TEXAS ]
COUNTY OF DALLAS I

This instrument was ackn w]edged ?;%P Q/ﬂxe on the g%éf'day of

A !
Oidope o 1989, by _ )T e

Attorne@ 1qﬁfact of ORYX ENERGY COMPANY, Manag1ng General Partner of

SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

MY COMMISSION EXPIRES:

Notary Public. State ol Texas

/ / ~/ Q - Q/ “.\ “ & My Commission Expices 11/18/91 %
OOOOOOOOOOOOOOOOOOUDOOOOOOOOWOO
STATE OF TEXAS i
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
, 1988, by

on behalf of BTA OIL PRODUCERS, a partnership.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS }
COUNTY OF MIDLAND |
This instrument was acknowledged before me this 11th day of
August , 1989, by John E. lLodge, Land Manager
on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA), a corporation. //]
LAAI\

’%M ’nu/n? /&JL)

Notary Public
Diedre Schiemenz Rush

MY COMMISSION EXPIRES:
July 25, 1991

STATE OF TEXAS i

COUNTY OF LUBBOCK |
This instrument was acknowledged before me on the __ day of

, 1989, by JOE J. REYNOLDS.

Notary Public

MY COMMISSION EXPIRES:

DC-17787



ACKNOWLEDGEMENTS

STATE OF TEXAS ]
COUNTY OF DALLAS I

This instrument was acknowledged Ef;prtzzn n the 2&1« day of
Wl 1989, by _ Tt %
Atto?nengn Fact of ORYX ENERGY COMPANY, Managing General Partner of

SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

s"l‘::.?"’""“:«“ YOUNGBLOOD
MY COMMISSION EXPIRES: i_(i% N ‘i‘?.,,yat’,, cisle of Texas g
' - ',\ v-: My Commission Expires 11718/91
// /Q 4/ 8 .,"', "\‘;:e
ooosocmoooooow Lot alaalenly sy ale ]
STATE OF TEXAS §
COUNTY OF MIDLAND 1}
This instrument was acknowledged before me this _ day of
» 1989, by

on behalf of BTA OIL PRODUCERS, a partnership.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS }
COUNTY OF MIDLAND {
This instrument was acknowledged before me this _  day of
, 1989, by
on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA), a corporation,

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS }
COUNTY OF LUBBOCK |
This instrument was acknowledged before me on the :fz_ day of

C&ié /4 Qt , 1989, by JOE J. REYNOLDS.
&é@w fgza/b

Notary Public

MY COMMISSION EXPIRES:

/PN

DC-17787



EXHIBIT A

TO OPERATING AGREEMENT

CONTRACT AREA ARD PARTIES

CONTRACT AREA

N/2 of Section 26, T22S-R34E, Lea County, New Mexico

DEPTH LIMITATIONS

from surface to the stratigraphic equivalent of the total depth

. drilled in the initial test well.

PARTIES AND INTERESTS

Name and Address

Sun Operating Limited Partnership
c/o Oryx—-Eneryy Company as
tanaging General Partner

P. O. Box 2880

Dailas, Texas 75221-2880

BTA 0Oil Producers
104 South Pecos
Midiand, Texas 79701

Pacific .Enterprises Oil Company (USA)
10 Desta Drive, Suite 500 West
Midland, Texas 79705

Joe Reynolds

2333 50th Streat
Lubbock, Texas 79421

SUN 8-82

Percentage Interest

50.00%

25.00%

12.50%

12.50%



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESCURCES DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF ORYX ENERGY COMPANY FOR

COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO CASE NO. 9783

CERTIFICATE OF MAILING
AND

COMPLIANCE WITH ORDER R-8054

In accordance with Division Rule 1207 {(Order R-8054), I
hereby certify that on September 25, 1989, I caused to be mailed
by certified mail, return-receipt requested. notice of this
hearing and a copy of the application for the above referenced
case along with the cover letter, at least twenty days prior to
the hearing set for October 18, 1989, to the parties shown in
the application as evidenced by the attached copy of the
return-receipt cards.

(‘§b§i“

)

Thomas Ke

SUBSCRIBED AND SWORN TO before me this r1i5~day of October,

1989.
g//\/{/ L Ita )f)/l/f)\’\%(‘.‘kj’&\_,
N0t¢f¥m9&b4l6w~wrvv . I
My Commisslon Explres: : C Coazzraction Division
;}f”tj . 5“’,7],}5‘?3 S A ) _L__




EXHIBIT "A"

BTA 0il Producers 25%
104 South Pecos
Midland, TX 79701

Pacific Enterprises 12.5%
10 Desta Drive, Suite 500 W. ’
Midland, TX 79705

Joe Reynolds 12.5%
2333 50th Street
Lubbock, TX 70421



KELLAHIN, KELLAHIN and AUBREY
Attorneys at Law

W. Thomas Kellahin El Patio -117 North Guadal _ Telephone 9382-4235
ki “pox OB Box 265 Fax: 505/982-2047
Jason Kellahin Santa Fé, New Mexico 87504-2265 T
Of Counsel
September 25, 1989

Mr. William LeMay F F

0il Conservation Division : '

Post Office Box 2088 RECEIVED

Santa Fe, New Mexico 87504

_ SEP 25 1989
Re: Application of Oryx Energy Company
for Compulsory Pooling QIL CONSERVATION DIVISION
Well Name: Ojo Chiso Federal Well #Zg
Lea County, New Mexico

;

Dear Mr. LeMay:

On behalf of Oryx Energy Company please find enclosed
our Application for Compulsory Pooling which we would re-
quest be set for hearing on the next available Examiner's,
docket now scheduled for October 18, 1989. ‘

By copy of this letter to all parties to be pooled, we
are notifying them by certified mail, return-receipt re-
quested, that they have the right to appear at the hearing,
to make a statement to the Division, to present evidence and
cross—-examine witnesses either in support of or in opposi-
tion to the application. In addition, they are advised that
the entry of a Compulsory Pooling Order will affect their
rights to share in the production form the subject well.

Very truly yours,-

W. Thomas IA

WTK/1lw
Encl.

cc: Mr. Charles Gray
Certified Mail Return-Receipt

all parties listed on Exhibit "A" and "B"
of the Application, w/encl.



P.572 125 2y

RECEIPT FOR CERTIFIED MAIL
No INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

.

Sent to

BTA Qi1 Producers
Street and No.
mmmamWCWU Pecos

PO, n
&ww%ﬁ% Womw 79701

Postage S
.25
Certitied Fee
Special Delivery Fee )
.mo‘

*U.S.GPO. 1989.234.555

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

Return Receipt showin to whom
Date, and Address of Delivery

TOTAL Postage and Fees S

2.00

Postmark or Date

WTK-0ryx-0jo Chiso Feds

Well No 2 : WW\‘
o) >

PS Form 3800, June 1985

—

P 572 125 243

" RECEIPT FOR CERTIFIED MAIL
NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

t . | . .
mmmempo Enterprises

mﬁﬂmﬁmwﬁm Drive Suite5(

7 U.S.G.P.O. 1989-234-555

PS Form 3800, June 1985

a
o S 10705
m

ostage
Postag .25

Certified Fee .85

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing .90
to whom and Date Delivered 9

= o

Return Receipt showing to whom,
Date, and Address of Delivery

TOTAL Postage and Fees S 2.00

Paostmark or Date

WTK-Oryx/0jo Chiso 7
Fed Well #2 - R/&\

o\7

#U.8.G.P.0. 1989-234.555

PS Form 3800, June 1985

" P 572 135 a4y

" RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

o Reynolds

Street and No.

2333 50th Street

UBBEERIP e 79401

Postage s

.25

Certified Fee

-85

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered- 90

Return Receipt showing to whom,
Date, and Address of elivery

TOTAL Postage and Fees ' S

2.00

Postmark or Date
WTK-Oryx-0Ojo Chiso
Federal well # ,ﬂﬁ

i




[ SENDER: Com;B{;’?a‘v‘i-t_elrr,!; T end Zwhen additional services are desired, and complste Items
%g&rasé in the "RETURN TO"' Space on the raverse side. Faliure to do this will prevent this
ta

Y ) ™ recei\gt foe will provide you.the name of the person delivered
S o dettears. ¥gtr,.aTT:;|roBrt1:l Toes the following services are available. ongult postmaster

to’'end the date of delivery. it k !
for ges and check onles) for adclitional servics(s) reguested.
1. »};ﬁhogv_tro whom de!wered, date, and addresses's address. 2. O l?gxst}smige)allvery

b1 Fltylow (Extra charge)
3.- Article Addresgedé;o: R 4. Article Number ‘
S e B P 572 125 244
) T of Service:
Joe 'Reyn01ds . : . T pReegIstered T insured
2333 50th Strest X centitied { cop )
.y _L'ClbeCk , oTX- 79421 [ Express Mail O ?::“A";rsﬁggl ltse

Alweys obtain signsture of addressee
or agent gnd DATE DELIVERED. |

8. Addressee’s Address (ONLY if
requested and fee paid)

7. D‘»’te‘r o %//éé/:,

PS Form 3811/ Mar. 1988 + U.S.G.P.O. 1988-212-866 . DDMESTIC RETURN RECEIPT

e R emee e

- WIK-Oryx-0io Chiso Fed Well 42
‘ giﬁg%ﬂ:’fc?mp!ete items 1 and 2 when additional services are desired, and complete items

Put ress i . " Snace ’ : A
cardyf?grrnagedlrr%srse‘tzr%h:d t:;!ETURN TO"" Space on the reverss side. Failure to do this will pravent this

1 1 ou. The returr recaipt fee will provide ou the name of the pe i
1o and the date of delivery. For aaalyl.ona Tees tf{e Tollowing services are available. Consttopno‘i?mlazrt%dr
foriges and check BOxIes‘) for additional service(s) requested, .

1. how to whom delivered, dats, and addressee’s address. 2. [J Restricted Delivery

(Extra charge) (Extra charge) )

4. Article Number

3. Article Addressed to!

BTA 0il Producers P 572 125 242

lQ4 South Pecogs Type of Service:

,Mldland, TX 79701 DReglsteréd Dlnsured
: Certified [ cop

| Return Receipt
Express Mail D for Merchandise

Always obtain signature of addresses

. ' or agent and DATE DELIVERED.
6. Signature — Address 8. Addressee’s Address (ONLY if
X requested and fee paid)

6. Signatyre — Agent
X /fﬂM Lk SAMHE
7‘.‘ Date ofD%% ;—Q 7’ <S‘i

PS Form 3811,

Mar. 1988 * 1J.5.G.P.0, 1888--212-865 DOMESTIC RETURN RECEIPY

WIK-0rvx/0io Chiso Fed Well 42

‘ gENdDE4R: Complete items | and 2 when sdditional services are desired, and complste items
and 4, - .

Put your address in the “'RETURN TO’’ Space on the reverss side. Failure to do this will prevent this

card from being returned to you. "he return receipt fee will provide you the namse of the person delivered
to and the date of delivery. For additional Tess the Tollowing services are avanable. Consult postmaster
f101 gea and check box{es)

ox{es} for edditional service(s) requested.

. Show to whom deliversd, date, and addresses’s address. 2. (I Restricted Dslivery
. - L 1 charge) charge)
3. Article Addressed to: o 4. Article Number
 Pacific Enterprises P 572 125 243
~ 10 Desta:Drive, Suite 500W L p: °lf,ts°':‘°°‘ T tnsured
: RYERCEE . egistere nsure
- ‘Midland, TX' 79705 o) [ con

: Retumn Recelpt
. Exprogs Mail (] for Merchendise

Y

Always obtain signature of addresses
or agent and DATE DELIVERED.

Signature — Address 8. Addressee’s Address (ONLY if
. - : " requested and fee paid)
X -~ oA
: l

6.

:.7. Ddte of Dﬁ!_ivew SEP 2 g wé Q

PS Form 3811, Mar. 1988  « U,8.G.P.0. 1085-212-885 DOMESTIC RETURN RECEIPT
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