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ANTELOPE FEDERAL COMM #1
N/2 SECTION 27, T22S-R34E
LEA COUNTY, NEW MEXICO

SUMMARY OF EVENTS

Propose well with attached AFE to BTA, Pacific and Joe
Reynolds.

Revised AFE sent to above parties.

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

Letter to BTA, Pacific and Joe Reynolds giving notice of
hearing (10-18-89).

Recive signed AFE from BTA.

Phone call with Pacific and Joe Reynolds indicates both
parties evaluating.

Send out proposed JOA to all parties.

Receive phone call from Pacific proposing Farmout (70% NRI BPQ
with option to convert to a 30% WI APO).

Phone call to Pacific to turn down proposal.

Phone call to Joe Reynolds.
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Oryx Energy Company
No 24 Smith Rd Suite 300
Midiand TX 79705-4405
915 688 0300

FAX 915 688 0542

ORYX

Exploration

August 29, 1989 CERTIFIED/RETURN RECEIPTNorthern Region Land

BTA 011 Producers
104 South Pecos
Midland, TX 79701

Attn: Mr. Bob Crawford
Re: Antelope Fed Com #1

Gentlemen:

Oryx Energy Company proposes to drill a 12,800' Atoka test (2,310
FWL and 1,650' FNL, Section 27, T22S-R34E), Lea County, New Mexico.
The N/2 Section 27 will be designated 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 as soon as possible. An AAPL 610-1982 Model
Form JOA with Oryx as operator will be circulated to all
participating parties.

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

Sincerely,

ORYX ENERGY COMPANY

oo (Lovia—

Alan Beers
Landman

cjw

Enclosure(s)

BEFORE EXAMINER STOGNER
Oil Conservation Division

e EXNIBIE No,

Caze lNo. 7/7KL

1L11/548 - (1)



Oryx Energy Company
No 24 Smith Rd Suite 300
Midland TX 79705-4405
915 688 0300

FAX 915 688 0542

ORYX

Exploration

August 29, 1989 CERTIFIED/RETURN RECEIPTyorpern Region Land

Pacific Enterprises
Suite 500-West

10 Desta Drive

Midland, TX 79705

Attn: Mr. John Lodge
Re: Antelope Fed Com #1

Gentlemen:

Oryx Energy Company proposes to drill a 12,800' Atoka test (2,310'
FWL and 1,650' FNL, Section 27, T22S-R34E), Lea County, New Mexico.
The N/2 Section 27 will be designated 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 as soon as possible. An AAPL 610-1982 Model

Form JOA with Oryx as operator will be circulated to all participating
parties.

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

ORYX ENERGY COMPANY

o Bovie_

Alan Beers
Landman

ciw-

Enclosure(s)

1L11/549 - (1)



Oryx Energy Company
No 24 Smith Rd Suite 300
Midland TX 79705-4405
915 688 0300

FAX 915 688 0542

ORYX

Exploration

August 29, 1989 CERTIFIED/RETURN RECEIPT

Northern Region Land

Joe Reynolds

2333 50th Street
Lubbock, TX 79421

Re: Antelope Fed Com #1

Dear Mr. Reynolds:

Oryx Energy Company proposes to drill a 12,800' Atoka test (2,310
FWL and 1,650' FNL, Section 27, T22S-R34E), Lea County, New Mexico.
The N/2 Section 27 will be designated 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 as soon as possible. An AAPL 610-1982 Model
Form JOA with Oryx as operator will be circulated to all
participating parties.

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

Sincerely,

ORYX ENERGY COMPANY

vy Fatse-

Alan Beers
Landman

Ciw

Enclosure(s)

1L11/550 - (1)



Oryx Energy Company
No 24 Smith Rd Suite 300
Midland TX 79705-4405
915 688 0300

FAX 915 688 0542

ORYX

xploration
August 30, 1989 CERTIFIED/RETURN RERELER, Region Lane

Joe Reynolds
2333 50th Street
Lubbock, TX 79421

Re: Antelope Fed Com #1
Revised AFE

Dear Mr. Reynolds:
Enclosed is a revised copy of the captioned.

If you choose to participate in the proposed well, please execute
and return the attached AFE as soon as possible.

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

ORYX ENERGY COMPANY

i ,@é’% Y

Alan Beers ‘ C.ﬂ - ‘z%h '
Landman

cjw

Enclosure(s)

BEFORE EXAMINER STOGNER

Oil Conservation Division

. Exhibit No._:jz__

Case No. & 7/

1L11/551 - (1)



Oryx Energy Company
No 24 Smith Rd Suite 300
Midland TX 79705-4405
915 688 0300

FAX 915 688 0542

ORYX

August 30, 1989 CERTIFIED/RETURN RECEIPTqermem R

Northern Region Land

Pacific Enterprises
Suite 500-West

10 Desta Drive
Midland, TX 79705
Attn: Mr. John Lodge

Re: Antelope Fed Com #1
Revised AFE

Gentlemen:
Enclosed is a revised copy of the captioned.

If you choose to participate in the proposed well, please execute
and return the attached AFE as soon as possible.

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

Alan Beers
Landman

cjw

Enclosure(s)

1L11/552 - (1)



Oryx Energy Company
No 24 Smith Rd Suite 300
Midland TX 79705-4405
915 688 0300

FAX 915 688 0542

ORYX

xploration

E
August 30, 1989 CERTIFIED/RETURN RECEIPTNorthern Region Land

BTA Qi1 Producers

104 South Pecos
Midland, TX 79701
Attn: Mr. Bob Crawford

Re: Antelope Fed Com #1
Revised AFE

Gentlemen:
Enclosed is a revised copy of the captioned.

If you choose to participate in the proposed well, please execute
and return the attached AFE as soon as possible.

If you have any questions, call me at {214) 891-5356.
Sincerely,
ORYX ENERGY COMPANY
C.Yn 2
Alan Beers
Landman
cjw

Enclosure(s)

1L11/553 - (1)
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Oryx Energy Company
Campbell Centre I1
8150 North Central Expy
PO Box 2880

Dallas TX 75221-2880
214 891 1500

Exploration

September 19, 1989 Northern Region

Certified Return/Receipt
BTA 0il1 Producers
104 South Pecos
Midland, TX 79701
Attn: Bob Crawford
RE: Antelope Fed Com #1

N/2 Section 27, T22S-R34E
Lea County, New Mexico

Gentlemen:

Pursuant to my letter dated August 29, 1989 proposing the above
referenced well, please be advised that we have a force pooling hearing
scheduled for October 18, 1989.

1f we have your decision prior to that date we can dismiss the hearing.
If you have any questions, call me at (214) 891-5356.

Sincerely,

ORYX EBERGY C
) . ) p ’

Alan Beers
Landman

AB/bw

.......

3L139/672 - (1)



Oryx Energy Company
Campbell Centre 11
8150 North Central Expy
PO Box 2880

Dallas TX 75221-2880
214 891 1500

Exploration

September 19, 1989 Northern Region

Certified Return/Receipt
Pacific Enterprises
P.0. Box 3083
Midland, TX 79702
Attn: John Lodge
RE: Antelope Fed Com #1

N/2 Section 27, T22S-R34E
Lea County, New Mexico

Gentlemen:

Pursuant to my letter dated August 29, 1989 proposing the above
referenced well, please be advised that we have a force pooling hearing
scheduled for October 18, 1989,

If we have your decision prior to that date we can dismiss the hearing.
If you have any questions, call me at (214) 891-5356.

Sincerely,

ORYY -ENERGY c0M_AN'7
< Divia

Alan Beers
Landman

AB/bw

3L139/672 - (2)



Oryx Energy Company
Campbell Centre 11
8150 North Central Expy
PO Box 2880

Dallas TX 75221-2880
214 891 1500

Exploration
September 19, 1989 Northern Region

Certified Return/Receipt
Joe Reynolds

2333 50th Street
Lubbock, TX 79421

RE: Antelope Fed Com #1
N/2 Section 27, T22S-R34E
Lea County, New Mexico

Gentlemen:

Pursuant to my letter dated August 29, 1989 proposing the above
referenced well, please be advised that we have a force pooling hearing
scheduled for October 18, 1989.

If we have your decision prior to that date we can dismiss the hearing.
If you have any questions, call me at (214) 891-5356.

Sincerely,
onyxznev comp%

1

an Beers
Landman

AB/bw

3L139/672 - (3)
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REVISED 8-30-89

AUTHORITY FOR EXPENDITURE PAGE 1
c.0. - P.I. SUMMARY AFE NO: 05645
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 08/29/89
AMOUNT GROSS/NET: 1,361,000 / 680,500 ORIG GROUP: SOUTHWESTERN
EST COMPL DATE: DEPARTMENT: DRILLING SEGMENT: 22
BUDGETED: Y BUDGET CAT: D-PRI ONSHR GASPROP
BUDGET YEAR/AMOUNT: 89 / 680,500
ID NO/NAME:0000000000 / ANTELOPE FED COMM WELL: 1
FIELD: ANTELOPE RIDGE COONTY: LEA STATE: NEW MEXICO

LOCATION: 2310' FWL & 1650' FNL, SEC 27, T22S, R34E
WKG INT-BCP:0.50000000 ACP:0. 50000000 INC INT 0.38570000 TOT DEPTH:12800
DBJECTIVE: BAS RESERVES: GAS / 2B / 7004
(MBBL/MMCF)
DRILL AND COMPLETE A 12,800' ATOKA PRODUCER.
ASSUMES DRILLING WITH A 15.0 PPG OIL MuD.

D T A o R S S D D G W A T S B W Y R D R R S Th G D N G5 R A S R G S e D A A D SR R D N ER G D A e G R G M S e e b e R G S

GROSS  GROSS ~=---n- TOTAL-=mmmm-

ACTIVITY / ASSET CLASS QTY _ INTANG TANG __ GROSS NET
DRILL/COMPLETE 1 833000 528000 1361000 680500
0IL/GAS

GRAND TOTAL 833000 528000 1361000 680500
PREPARED BY: BOB BAKER /JR CREATED ON: 08/28/89
APPROVED -
CONCURRENCE - Ve kT
DISAPPROVE :
I.J;;E“"""- e T A
NN ;. L CoMPANY/TITLE NAME/STGNATURE C DATE
OPERATOR

APPROVAL



REVISED 8-30-89

AUTHORITY FOR EXPENDITURE PAGE 2
C.0. - P.I. ACTIVITY DETAIL AFE NO: 05645
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 08/29/89
ACTIVITY: DRILL/COMPLETE ASSET CLASS: OIL/GAS
AMOUNT GROSS/NET: 1,361,000 / 680,500
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 1400 21,000 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 528,000 334,000
TOTAL GROSS 1,361,000 1,071,000

TOTAL NET 680,500 535,500
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AUTHORITY FOR EXPENDITURE

C.0. - P.1. AFE NO: 05489
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 08/03/89
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 / ANTELOPE FEDERAL COM WELL: 1
FIELD: ~ COUNTY: LER STATE: NEW MEXICO
LOCATION:

WKG INT: 0.50000000 INCOME INT: 0.38570000 TOTAL DEPTH:

OBJECTIVE: RESERVES:

ACTIVITY: EQUIP WELL ASSET CLASS: OIL/GAS

SURFACE EQUIPMENT FOR EITHER ATOKA OR MORROW GAS WELL.

LINE ITEM DESCRIPTION INTANGIBLE ~ TANGIBLE TOTAL
1-THERMO-PAK GAS PROD UNIT (W/16" 2,000 18,000 20,000

X 10' 3 PHASE, 1440 PSI WP SEP.,
1 MMBTU/HR BURNER, 6300 PSI COILS)

3-500 BBL WELDED STEEL TANKS 0 17,000 17,000
AXELSON AM-AG HI-LO SAFETY VALVE 500 5,000 5,500
24"X10* VERT 2 PH, FLASH SEP. 0 4,000 4,000
GLYCOL DEHYDRATION UNIT 0 30,000 30,000
200" - 3-1/2" XXS ASTM A106 LP 0 2,000 2.000
750 GALS ETHYLENE GLYCOL 0 3,000 3,000
BATTERY INSTALLATION 8,000 0 8,000
MISC 3,500 6,500 10,000
CONTINGENCIES 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/DINRE— N\ BMB" CREATED ON: 08/03/89
t=aecDISTRICT=c==:==JOINT OPERTNw==:=me== REGION----- : ~HEADQUARTERS--
APPROVED Y : : :
............ g&&ﬁ%ﬁﬁé@ﬂﬁiﬂ_- R ¥ < S S
CONCURRENCE 1} S Nnger® i
DISAPPROVE : .
DATE : : : :
NON . COMPANY/TITLE NAME/SIGNATURE ' DATE
OPERATOR

APPROVAL
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OPERATING AGREEMENT

DATED

July 21 , 19 _88 |,

. 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 STOGNE:-
Oil Conservation Division
— . Exhibit No.

Case No. 7// ?/
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A.APL FORM 610 - MODLL FORM OPERATING AGRLLMLNT 1982

OPLERATING AGREEMENT
THIS AGREEMENT, entered into by and bewween_____Oryx Energy Company, as Managing
Ceneral Partner of Sun 6peratmg Limited Partnership hereinalter designated and

relerred to as “*Operator'’, and the signatory party or parties other than Operator, sometnies hereinalter referred to individually herein
as “‘Non-Operator'’, and collectively as **Non-Operators*’.

WITINESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases andfor oil and gas interests in the land identified in
Exhibit **A"’, and the parties hereto have reached an agrecment to explore and develop these leases and/or oil and gas interests lor the
production of oil and gas to the extent and as hercinalter 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, gas 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 specifically stated.

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

C. The term “‘oil and gas interests’’ shall nican unleased fee 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 oil and gas interests intended to be

developed and operated for oil and gas purposes under this agreement. Such Jands, etend-gestesschold-interests-nnd-oi-snd-gas-interests
are described in Exhibit A",

E. The term ‘*‘drilling unit’® shall mean the area fixed for e 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 lixed 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 mean a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agreement,

H. The terms “'Non-Drilling Party’ and ‘‘Non-Consenting Party’' shall mean a pacty who clects nol to participate
in a proposed operation.

Unless the context otherwise clearly indicates, 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
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereol:
X A. Exhibit “"A", shall include the following 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 agreeiment,
(4) Qil and gas leases and/or oil and gas interests subject to this agreement,
(5) AddresScs of parties for notice purposes.

C. Exhibit *'C"", Accounhng Procedure,

D. Exhibit *‘D"', Insursnce.

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

F. Exhibit "F". Non-Discrimination and Certification of Non-Segregated Facilities.

If any provision of any exhibit, except Exhibits “'E'’ and *'G'’, is inconsistent with any provision conlained in- U)e body
of this agreement, the provisions in the budy of this agreement shall prevail,
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A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 111
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Asca, that interest shall be treated for all purposes of this agrevment
and during the term hereof as if it were covered by the form of oil und gas lease attachied hereto as Exhibit *'I3**, and the owner thercol
shall be deemed 1o own both the royalty intesest reserved in such lease and the interest of the lessee thereunder,

B. Interests of Parties in Costs and ’roductivn:

Unless chianged by other provisions, alt costs and habilities incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contruct Area shall be owned, by the partics as their interests are set
forth in Exhibit *'A’". In the same manner, the partics shall alsa owa all production of oil and gas from tie Contract Area subject to the
payment of royalties to the extent ol One-eighth (1/8¢h) which shall be borne as hercinulter set focth.

Regardless ol which party has contributed the lease(s) andfor oil and gas interesi(s) hercto on which royalty is due and
payable, each party entitled to receive a share of production of vil and gus rom the Contract Area shall bear and shall pay or deliver, or
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 therefor. No party shall ever be responsible, however, on a price basis higher than the price received
by such party, to any other party’s lessor or royally owner, and if any such other party's lessor or royalty owner should demand and

receive settlement on a higher price basis, the party contributing the alfected tease shall bear the additional ruyalty burden attributable o
such higher price. '

Nothing contained in this Article 11113, shall be deemed an assignment or cross-assignment of interests covered hereby,

1

C. Excess Royalties, Overriding Royalties and Other Paymeunts:

Unless changed by other provisions, il the interest of any party in any leuse covered hereby is subject to any royalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article HLB., such party so
burdened shall assume and alone bear all such excess obligations and shall indemnily and hold the other partics hereto harmiess from any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

Il any party should herealter create an overriding royalty, production payment or other burden puyable out ol production
attributable to its working interest hereunder, or if such a burden existed prior to this agrecment and is not set forth in Exhibit ""A™, or
was not disclosed in writing to all other partics prior to the execution of this agreement by all parties, or is not a jointly acknewledged and
accepted obligation of all parties (any such interest being hereinalter referred to as *'subsequently created interest™ irrespective of the

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

L. Il the burdened party is required under this agreement to assign or relinguish to any ather party, or parties, all or a portion
of its working interest andfor the production attributable thereto, said other party, or parties, shall receive said assignnient andfor
production {ree and clear of said subsequently created interest and the burdened party shall indemnily and save said other party,

or parties, harmless {rom any and all claims and demands for payment asserted by owners of the subsequently created interest;
and,

2. If the burdened party fails to pay, when due, its share of expenses chargeable heccunder, all provisiuns of Article VILI. shall be

enforceable apainst the subsequenily created interest in the same manner as they are enforceable against the working interest of
the burdened party,

ARTICLE 1V.
TITLLS

A. Tide Examination:

. W

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling opcralig;:ns or, if
the Drilling Parties so request, title examination shall be made on the leases and/for oil and gas interests included, or planned to,be includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding
royalty and production payments under the applicable leases. At the timne a well is proposed, each party contributing leases andfor oil and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal legse status
reports), title opinions, title papers and curative material in its possession frec of charge. All such information not in the possc.ﬁxic}n of or
made available 1o Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator, Qpelrplbr shall
cause title 1o be examined by attorneys on its stalf or by outside attorneys. Copics of all title opinions shalt be lur‘n.is.hg.d' ié:c_!\c_il party
hereto, The cost incurred by Operator in this title program shall be borne as (ollows: { t } i

o

oy oee

: )

- : DN AU
shut-in gas royalty opinions and division ordertitteepsstons)ishall be a part of the adininisirative overhiead as prloqi,qed:h).,l_;xh_ibi\ i SR
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ANLICLE LY
continued
G} Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys lor 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 o the total interest of all Drilling Purties as such interests appear in Ex-

hibit **A"". Operator shall make no charge lor services rendered by its stall attorneys or other personuel in the perlormance of the above
lunctions.

Each party shall be responsible for securing curative mater and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduct of hearings belore governmental agencies for the securing of spacing or pooling vrders.
This shall not prevent any party from appearing on ils own behalf at any such hearing.

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

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

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest from that shown on LExhibit “'A"", the party contributing the allected lease or interest shall have ninety (90) days
from linal determination of title {ailure to acquire a new lease or oher instrument curing the entirety of the title [ailure, which acquisi-
tion will not be subject to Article VIILB., and failing to do so, this agreement, nevertheless, shall continue in foree as to all remaining oil
and gas leases and interests: and,

(a) The party whose oil and gas lease or interest is affected by the tite fuilure shall bear alone the entire loss and it shall not be
entitled to recover [rom Operator or e other purties any development or operating costs which it may have theretolore paid or incurred,
but there shall be no additional liability on its part to the othier partics hercto by reason of such title failure;

(L) There shall be no retroactive adjustment of expenses incurred ot revenues received from the operation of the interest whicl has
been lost, but the interests of the parties shull be revised on an acreage busis, as of the time it is determined (inally that title failure has ve
curred, so that the interest of the party whose Jease or interest is alfecied by the title fuilure will (herealter be reduced in the Contract
Arex by the amount of the interest lost;

(c) If the proportionate interest of the other parties hereto in any producing well theretolore drilled on the Contract Area is
increased by reason of the tide failure, the party whose title has failed shall receive the proceeds atiributable to the increase in such in-
terest (less costs and burdens attributable thereto) untl it has been reimbursed for unrecovered costs paid by it in connection with such
well; '

(d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the title which has
failed, pay inn any manner any part of the cost of operation, developnent, or equipment, such amount shall be paid 1o the party or partics
who bore the costs which are so refunded;

{e) Any liability o account to a third party for prior production of vil and gas which arises by reason of title failure shail be
borne by the party or parties whose title failed in the sume propartions in which they shaced in such prior production; and,

() No charge shall be made to the joint account flor legal expenses, {ees or salarics, in connection with the defense of the interest
claimed by any party hereto, it being the intention of the parties hercto that each shall delend title to its interest and bear all expenses in
connection therewith.

2. Loss by Non-Payment or Erroncous Payment of Amount Due: I, through mistake or oversight, any rental, shut-in well
payment, minimum royalty or royalty payment, is not paid or is erruncously paid, and as a resalt a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who fuiled 10 muake the required
payment sccures a new fease covering the sanie interest within uinety (Y0) days [ram the discovery of the (wilure ta make proper payment,
which acquisition will not be subject to Article VIILB., the interests of the partics shall be revised on un acreage basis, ellective as of the
date of termination of the lcase involved, and 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 failed to make the
required payment shall not have been fully reimbursed, at the time of the luss, [rom the proceeds of the sale of oil and gas attributable to
the Jost interest, calculated on an acreage basis, for the devclopment and operating costs theretolore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretolore paid by it (but not for its share of the cost of any dry hole previously drilied
or wells previously abandoned) from so much of the following as is necessary to elfect reimburscinent:

{a) Proceeds ol il and gas, less operating expenses, theretolore accrued to the credit of the lost interest, on an acreage basis,
up to the amount of unrecovered costs;

() Proceeds, less operating expenses, thereafter accrucd atiributable to the lost interest on an acreage basis, of that portion of
oil and gas thereafter produced and marketed {excluding production rom any wells thercalter drilled) which, in the absence of such lease
termination, would be attributable to the last interest on an acrenge basis, up to the amount of unrecovered custs, the pruceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, A

{c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of llu, interest
Jost, for the privilege of participating in the Contract Area or becoming a party to this agreement.

O
. (‘\
3. Quher_Losses; All losses incurred, other than those set forth in Articles IV.B.1. and 1V.B.2. above, slnll be ;oml'lossu
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests i the remaining porucn of
the Contract Area.
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ARTICLLE V,
OPLRATOR

A. Desigoation and Responsibilities of Qperator:

Oryx Energy Company

shiall be the
Operator of the Contract Area, and shall conduct and direct and have full 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 shall
have no liability as Operator to the other parties for losscs sustained or liabilities incurred, except such as may result from gross
negligence or willful misconduct.

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

1. Resianit(on or Remoyal of Operator: Operator may resign at sny time by giving written notice thereof to Hon-Operators,
1f Operator terminates 1ts Jegal exlstence

« no longer owns an {nterest {n the Contract Ares or bacomes insalvent or becomes
bankrupt or {s placed in recefvership, it shall cease to be Operator without any action by Non-Operator, except the selection
of a successor, Operator may be removed ff it fafls or refuses to carry out {ts duties hereunder or is no louger capable of
serving as Dperalgr by the affirmative vote of two (2} or more Non-Operators owning a majority interest based on ownership as
shown on Exhlbit A", after excluding the voting interest of Operator. Such resignation or removal shall not bscome effective
until 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 notfce of resignation by Operator or action bLy the Non-Operators to remove Operator, unless 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 be bound by the terms hureof as hun-Operator, A change of & corporation name or structure of Operator or transfer of
Operator's {nterest to any single subsidiary, parent or successor corporation shall not be the basts for removal of Operator,

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

C. Employees:

The number ol employees used by Operator in conducting operations hereunder, their selection, and the hours of labor 2nd the
compensation for secvices perlormed shall be determined by Operator, and all such employces shall be the employees of Operator.

D. Drilling Contracts:

Al wells drilled on the Contract Area shall be drilled on a comipetitive contract basis at the usual rates prevailing in the area. l{ 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 agreed 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 area in contracts of in-
dependent contraciors who sre doing work of a similar nature,

ARTICLE VI
DRILLING AND DEVELOPMENT

A. lnitial Well:

On or before the_15t___day of September

, 19 89 , Operator shall commence the drilling of a well {or
oil and gas at the following location:

At a lega!l location in the N/2 of Section 26, T22S-R34E, Lea County, N.M.

and shall thereafter continue the drilling of the well with due diligence to L:|

L . b
a depth sufficient to test the Morrow formation or to 13,700'; whichever . ;‘i
is the lesser depth. l[l.‘

unless granite or other practically impenctrable substance or condition in the hole, which renders (urther drilling imprai{@l. is en-
AN

countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. SR

/. TN
by [N
B boy N7 .
Operator shall make reasonable tests of all formations encountered during drilling which give indication Alépujning’: il and
8.

. . . . . N
event Operator shall be required to test only the formation or formations to which this agreement may apply. a2 L)
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ARTICLE VI
continued

U, in Operator's judgment, the well will not produce oil or gas in paying quantitics, and it wishes to plug and abandon the
well as a dry hole, the provisions ol Article VLE.L. shall therealter apply.

B. Subsequent Opesations:

1. Proposed Operations: Should any party bereto dusire to drill any well on the Contract Area other than Uie well provided
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all
the parties and not then producing in paying quantities, the party desiring to drill, rework, decpen or plug back such a well shall give the
other parties written notice of Uie proposed opecation, specilying the work to be perlormed, the location, proposed depuh, objective lorma-
tion and the estimated cost of the operation. The partics recciving such a notice shall have thirty (30) days after receipt of the notice
within which to notily the party wishing o Jo the work whether they elect o participate in tie cost of the proposed operation. I a drill-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday anc legal holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or
respouse given by telephione shall be prowptly confirmed in writing.

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days alter expiration of the notice
period of thirty (30) days (or as promptly as pussible alter the expiration of the lorty-cight (48) hour period when a drilling rig is on loca-
tion, as the case may be), 2ctually commence the propesed vperation and complete it with due diligence at the risk and expense of al! par-
ties 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 e sole opinion of Operator, such additional tlime is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rightsol-way) or appropriate drilling equipment, or to complete title ex-
amination oc curative matter required lor title approval ur acceptance, Notwithstanding the loree majeure provisions of Article X1, il the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) und
il any party hercto still desires to conduct said operation, written notice propusing same must be resubinitied to Ure other parties in accor-
dance with the provisions hereol as if no prior proposal had been made.

2, Operations by Less than All Purties: Il any party receiving such notice as provided in Article VLU.1. or VILD.1. (Option
No. 2} elects not to participate in the proposed operation, thei, in order o be entitled to the benelits of this Article, the party or parties
giving the notice and such other parties as shall clect to participate in the operation shall, within ninety (9U) days alter the expiration of
the notice period of thirty (30) days (or as promply as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on lotation, as the case may be) actually commence the propused operation and compleie it with due diligence. Operator shall perform all
work {or 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 Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Partics, or (b) designate one {1) of the Consenting Parties as QOperator to perfocm such wark. Con-

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

Il less than all parties spprove any proposed operation, the propusing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Partics of Uie total interest of the partics approving such operation and its recommendation as
to whetier 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) after receipt of such notice, shall advise the propusing party of its desire to {2) limit par-
ticipation to such party's interest as shown on Exhibit *A’" or () carry its proportionate part of Non-Consenting Partics' interests, and
failure (o advise the proposing party shall be deemed an clection under {a}. In the event a drilling rig is on locativn, the time permitted for
such a response shall not exceed a total of forty-cighit (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
al its election, may withdraw such proposal il ticre is insullicient participation and shall promptly notily all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
clected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such
operations [ree and clear of all liens and encumbrances of every kind created by or arising {rom the operations of the Conscmin';.; Partics.
I 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. I any well drilled, reworked, deepencd or plupged back under the provisions of this Article results in a pro-
ducer of oil and/or gas in paying quantities, Uie Consenting Parties shall complete and equip the well to produce at their sole cost and risk,
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ARTICLE VI
continued

and the well shall then be turned over to Operator and shall be operated by it at the expense and lor Uie account of Ure 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-Consenting Party shall be decined to have relinquished to Consenting Parties,
and the Consenting Parties shull own and be entitled 1o receive, in proportion to their respective interests, all of such Non-Consenting
Party's interest in the well and share ol production therelrom until the procecds of the sale of such share, calculated ut the well, or
market value thereol il such share is not sold, (alter deducting production taxes, excise taxes, royalty, overriding royalty and other in-
terests not excepted by Article ILD. 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 lollowing:

{a) 100% of cach such Non-Consenting Party’s share of the cost ol any newly acquired surface equipiment beyond the wellliead
connections {including, but not limited 10, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of cach such
Non-Consenting Party's share of the cost of operation of the well connnencing with lirst productivn and continuing until vach such Noa-
Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party's share of such costs and equipment will be that interest which would have been chargeable 1o such Non-Consenting
Party had it participated in the well Irom the beginning ol the operations; and

() 390 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing,
alter deducting any cash contributions received under Article VILC., and 300 % of that purtion of the cost of newly acquired equip-

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

An clection not to participate in the Jrilling or the deepening of a welt shall be deenied an election not tv participate in any re-
working or plugging back operation propused in such a well, or portion thicreol, to which the initial Non-Consent election applied that is
conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment account. Any such
seworking or plugging back operation conducted during the recoupment period shall be deemied part of the cost of operation of said well
and there shall be added to the suins 1o be recouped by the Consenting Parties one hundred percent (100%) of that portion of the costs of
the reworking or plugging back operation which would have been chargeable 1o such Non-Consenting Party had it participated therein. H
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article V1D, shall be ap-
plicable as between said Consenting Partics in suid well.

During the period of time Consenting Parties are entitled o receive Non-Consenting Party’s share ol production, or the
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other

taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production not excepted by Ar-
ticle IIL.D.

In the case of any reworking, plugging Lack or dJeeper drilling operation, the Consenting Parties shall be permitted to use, {ree
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 dueper drilling, the Consenting Parties shull account for all such equip-
ment to the owners thereol, with cach party receiving its proportionate part in kind or in value, less cost of salvage.

Within sixty (00) days after the completion of any operation under this Article, the party conducting the operations lor the
Consenting Parties shall furnish each Non-Consenting Party with an invemtory 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 itemized 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 Irons it and the amount of procecds
realized (rom the sale of the well’s working intesest production during the preceding month. In determining the quantity of 6;1 amd gas
produced during any month, Consenting Parties shall usc industry accepted methuds such as, dut-rat-temited—te, metering, ef‘-ytmdec
waelltocis Any amount realized from the sale or other disposition of equipment newly acquired in connection with any sucli bperation
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unrely ned costs

rty shall rc\‘qFI'lo it as

above provided; and if there is a credit Lalance, it shall be paid 1o such Non-Consenting Party.

-0 -
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ARTICLE VI
continued

1 and when the Cousenting Partics recover [rom a Non-Consenting Party's relinquished intecest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall antomatically revert to it, and, from and alter such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated 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 (urther casts of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attachicd hereto.

Notwithstanding the provisions of this Article VLB.2., it is agreed that without the mutual consent of all partics, no wells shiall
be compieted in or produced [rom a source of supply from wh-ch a well located elsewliere on the Contract Area is produclng. unless such
well conforins to the then-existing well spacing patiern for such source of supply.

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

3. Stand-By Time: When 2 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 uperation in suclh a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
{irst 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 charged o and borne as part of the proposed operativi, but il the proposal is subsequently
withdrawn because ol insuflicient 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 1o the total intecest as shown on Exhibit **A'" of ali Consenting Par-
ties. :

4, Sidetracking: Except as hereinalter provided, those provisions of this agrecimient applicable to a *'decpening'’ operation shall
also be applicable 1o any proposal to directionally control and intentionally deviste a well froms vertical so as to change the bottoni hole
location (herein calied *'sidetracking'’), unless done 1o straighten the hole or to drill around junk in the hole or because of other
mechanical dilficulties. Any party having the right to participate in a propused sidetracking operation that does not uwn an interest in the
alfected well bore at the time of the notice shall, upon electing to participaie, tender 1o the well bore owners its proportionate share {equal
1o its interest in the sidetracking operation) of the value of that portion of the existing well bore o be wiilized as {ollows:

(a) If the proposal is for sidetracking an 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) I the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the weil’s
salvable materials and equipment down to 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 sbandoning,

In the event that notice [or a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shall be limited to Iony-e';ght (48) hours, exclusive ol Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8) additional days after expiration of the forty-cight (48) hours within which to respoud by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to 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 electing par-
ty's interest as shown on Exhibit **A"* bears to the total interest as shown on Exhibit **A*" of all the electing parties. In Tl} other in-
stances the response period to a proposal lor sidetracking shall be limited to thirty (30) days.

1-;-..

ifis.
i
C. TAKING PRODUCTION IN KIND: i'* "
TR X
i ]
Each party shall take in kind or scparately dispose ol its proportionate share of all oil and gas produced (rom thc Coulrlc( Arca,
exclusive of production which may be used in development and preducing operations and in preparing and trcaung oil npd gas for

marketing purposes and production unavoidably lost. Any extra expenditure incurred in the lakmg in kind or scp'(r:(e dlsposmon by any
party of its proportionate share of the production shall be borne by such party,
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ARTICLIEY V]
conlinued

remired—topoy—feronly—it-proportionsie—share—ofsuelpartol-Operotoriasurlyeedneiliies—whielit-uses.

tinch party shall execute such division orders and contracts as miay he necessary for tie sale of its interest in production from
the Conteact Aren, and, except as provided in Artlcle VILD., shall be entitled to reccive payment directly lrom the purchnser thereol lur
its share of all production,

In the event any party shal)l fall to make the arrangements necessary to take {n kind or separately disposs of its
proportionate share of the ofl and gas produced from the Contract Area, Operator chall have the right, subject to the
revocation at will by the party owning it, but not tha obiigation, to purchase 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 actus] net proceeds recelved for such production, {f sold,
or the current market price {f purchased by the Operator. Any such purchase or sale by Operator shall be subject always to the
right of the owner of the production to exercise at any time fts right to take in kind, or separately dispose of, tts shara of
all of) and gas not previously del{vered to a purchaser, Any purchase or sale by Operator of any other party's share of ol}
and gas shall be only for such reasonable periods of time as are consistent with the minimum needs of the {ndustry under the
particular clrcumstances, but {n no event for a period in éxcess of one {1) year, HNotw!thstanding the forgoliny, Operator
shall not make a sale, fncluding one into {nterstate commerce of any other party's share of gas production without first glving
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-siream deliveries o separute pipelines undlor
deliveries which on a day-to<day basis.lor any reason are not exacily equal to & parly's respective proportionnte shace ol tlutel gas sales 1o
Le sllocuted 10 it, the balancing or accounting between the respectlve nccounts of the parties shall be In accordance with any gos bahmcing
ngreement between the partles hiereto, whether such v sgreement Is nttochied as Bxhibit "'I'', or is a separate npreement,

D. Access to Contract Area and Informntiom

liach party shall hiave access to the Contract Area at oll reasonable times, at its sole cost and risk to inspect or obseeve operations,
and shall have sccess at reasonable times to information pertaining 10 the development or operatlon thereol, including Operntor’s books
and records relating thereto, Operator, upon request, shall furnish each ol the other partics wlth copies of all forms or reports liled with
governmentel agencies, dally drilling reports, well logs, tauk tables, dally gaupe and run tickets and reporis of stock on hund at the first of
ench manth, nnd shall meke availuble sumples of any cores or cutiings tuken from any well deilled on the Cantract Aren, “The cnst of
gatheelng end furnishing Information to Non-Operator, other thun that specified abuve, shall be charged to the Non-Operator that re-
quests the information.  Notwithstanding anything to the contrary, a Non-Operator who is" in
default under Article VII.B shall have no rights under this Article VI.D.
1, Abandonment of Wells:

1. Abandonment of Dry lloles: Lixcept lor any well drilied or deepened pursuant to Article VI.B.2., any well which has been
drilled or deepened under the terms of this sgreement and Is proposed to be completed as a dry liole shall not be plugged and abanduned
without the consent of gll partles, Should Operator, after diligent elfort, be unable to contsct any parly, or should nny purty loil to reply
within forty-elght {48) hours (exclusive of Saturday, Sunday and legal holidays) alter receipt of notice ol the proposal to plug and abandon
such well, such party shall be deemed to have consented to the proposcd sbandonment, All such wells shall be plugged and shandoned In
sccordance with applicable regulations and at the cost, risk and expense of the partics who partlelpated In the cost of driliing or deepening

such well, Any party who objects to plugging and abandoning such well shall have the right to take over the well and conduct further
operations in search of oil and/or gas subject to the provisions of Article VLI,

2, Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Puriies have not been fully retmbursed as hercin provided, any well which has heen completed o3 a

producer shail not be plugged and sbandoned without the consent of all parties. I all purties consent to such sbundonmient, the well shnll
be plugged and absndoned In accordance with applicsble regulations and at the cost, risk and expense of all the parties liereto, If, within
thirty (30) days alter recelpt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue lts operation Irom the interval(s) of e lormation(s) then open to preduction shall tender to encli of the other
parties {ts proportionate share of the value of the well's salvable material and equipinent, determined in accordance witli the provisions ol
Lixhiblt *'C"", less the estimated cost of salvsging snd the estimated cost of plugging and sbandoning. Gach abandoning party shail assipn
the non-abandoning partles, without warranty, express or Implled, as to title or as to quantity, or {itness [or use of the eyulpment and
materlal, all of is Interest ln the well and related equipment, together with Its Interest in thie leaschold estate as to, but only as 1o, the in-
terval or intervals of the formatlon or formations then open to production, Il the Interest of the abandoning party is or includes sn oil and
gas Interest, such party shall execute and deliver to the non-sbandonlng perty or parties an oil and gna lease, limited to the Interval or ln-
tervals of the lormatlon or lormatlons then open to production, {or & term of one (1) year and so long theresiter as oll and/or gas Is pro-
duced from the interval or Intervals of the formatlon or lormetlons covered thereby, sucli lease to be on the form atiuclied os Bxhibh
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ARTICLE VI

continued

st . .. IR .y . . .
B'". The assignments or leases so limited shall encompass the **drilling unit’” upon which the well is located. The payments by, and the
assignments or leases to, the assiguces shall be 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 Area of all assignees. ‘There shall be no readjusument of
interests in the remaining portion of the Contract Area.

Therealter, abandoning parties shall have no Iurther responsibility, liability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royaltivs retained in any lease made under the terms of this Article. Upon re-
quest, Operator shall continue to operate the assigned well for the account of the non-ubandoning parties at the rates and charges con-
templated by this agreeiment, plus any additional cost and charges 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 therein subject to the pro-
visions hercal.

3. Abandonment ol Non-Consent Operations: The provisions of Article VLE.L. or VLE.2. abuve shall be applicable as between
Consenting Parties in the event of the proposced abundonment of any well excepted [rom said Articles: provided, however, no well shall be
permanently plupged and abandoned unless and until all parties having e riphit o conduct furiber operations tierein lave been notitied
of the proposed abandonment saud atforded the opportunity 1o vlect o tike aver the well in accordance with the provisions of this Article

VILE.

ARTICLE VI
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the partics shall be several, not juint or collective. Lach party shall be responsible ouly for its obligations, and
shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the parties in Article VILD. are given to secure only the debis of each severally, Itis not the intention of the parties to creale, nor
shall this agreement be construed as creating, a mining or other partnership or association, or to render tie parties liable as partuers.

B. Liens and Payment Defauits:

Each Non-Operator grants to Operator a lien upon its vil and gas rights in the Contract Arca, and a securily interest in its share
ol oil and/or gas when extracted and its interest in all equipmuent, (o sccure payment ol its share of expense, together witlt interest thereon
at the rate provided in Exhibit **C"". To the extent that Operater has a security interest under the Unilorim 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 ob-
taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remiedics or otherwise affect the lien
rights or sccurity interest as security for the payment thereol. In addition, upon default by any Non-Qperator in the payment of its share
of expense, Operator shall have the right, without prejudice to vther rights or remedies, to coliect {rom the purchaser the proceeds from
the sale of such Non'Operator's share of oil andlor gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Operator's written stalement concerning the amount of any delault. Operator grants a like lien

and sccurity interest to the Non-Operators 1o secure payment of Operator's proportionate shase of expense.

I any party fails or is unable to pay its share of expense within sixty (60)) days alter rendition of a statement therefor by
Operator, the non-defaulting parties, including Operator, shull, upon request by Operator, pay the unpaid amount in the proportion that
the interest of each such party bears to the interest ol all such partics. Each party so paying its share of the unpaid amount shall, 10 ebtain
teimbursement thereof, be subrogated to the security rights described in the foregoing paragraph.

C. Payments 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 agreement and shall charge each of the parties hereto with their respective propor-
tionate shares upon the expense basis provided in Exhibit **C*". Operator shall keep an accurate record of the joint account hereunder,
showing expenscs incurred and charges and credits made and received.

Operator, at its election, shall have the right from time to time 1o demand snd 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 estimated expense, together
with an invoice for its share thereol. Each such statement and invoice lor the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such csnnlple within
fificen (13) days after such estimate and invoice is received. If any party fails 10 pay its share of said estimate within said tinse, lhs amount
due shall bear interest as provided in Exhibit '*C"* undil paid. Proper adjustment shalf be made monthly between advances and actual ex-
pense (o the end that cach party shall bear and pay its proportionate share of actual expenses incurred, and no more.

.

D. Limitation of Expenditures:
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AIUTICLIES VI
continued

L Option No. 1t Al necessary expenditures for the diilling or deepening, testing, campleting and cquipping of the well, inchuding

necessary tankage andfor surface facilitivs.

(X Optivn No, 2: All necessary expenditures for thie deilling or decpening and testing of the well. When such well has renchad s
suthorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immedinie natice.
te the Non-Operators who have the right to participate in the completion costs. ‘The parties receiving such notice shall have forty-cight
(A8) hours (exclusive of Suturday, Sunday and egal holidays) in which w elect to participate in the setting of casing and the completion st
tempt. Such election, when made, shall include consent o mlt necessiry expenditures for the completing and equipping of such well,ine
cluding necessary tankage andfor surfuce lacilities, Failure of any party receiving such notice to reply within the period ahave flixed shull
constitute an election by that party nat to pacticipate in the cust of the completion attempt. I one or more, but less than ol of the parties,
‘reworking, deepening or plogging

clect to set pipe and to attempt a completion, the provisivns of Article VIL2, hereol (Uie plirase
back ™" ns contoined in Article V0I3,2, shall be deemed to include *cumpleting ") shall apply to the operutions therealter conducted by Jess

than all parties.

2. Rework or Plug Back: Withont the consent of all parties, na well shall be eeworked or plugged back except o well sewarked or
phiggred bk pursuant o e provisions of Article VEILL of this areenment. Consent o the reworking o pluggiog back ol aowell shall
include all necessary expenditures in conducting such operations wd completing nd cquipping of said well, inclading necessuy tunkoge

andlr surface locilities,

3. Other Qperations: Without the consent of all partivs, Operator shall not undertake any single project reasonably estimated
Lo require s eapenditure in excess of Twenty-Five Thousand Dottars (325,000 00 )
vacept i comnection with o well, the dreilling, reworking, deepening, completing, recompleting, or plupging back of which hus been
previously suthorized by or pursuant to this ageecmient: provided, however, that, in case of eaplosion, tire. fload or uther sudden
emerpency. whether of the same o dilferent nature, Operatur niay take such steps and incur such expenses as in its opinion ae reired
1o dJeal with the emergency to saleguard dile snd property but Operator, as promyutly as pussible, shall report the emergency o the ather
partics. [l Operator prepares an authurity for expenditure {AFL) for its own use, Operator shall furnisloany Non-Uperator so reuesting

Dollars ($ 10,000.00 ) but fess than the smount st set lurth.above in this parageaph.

L. Rentals, Shut-in Well Payments and Minimum Royultices:

Rentals, shut-in well payments and minimum royalties which may be required under the terms ol any lease shall be paid by the
party or parties who subjected such lease 1o this agreanent atits or their expense. o the event two or more parties own ad have can-
tributed interests in the same lease to this agreement, sach parties imay designate one of such parties (o make said payments for and on
behall of all such parties. Any party sy request, and shall be entited (o receive, proper evidenve of all such payiments, fin the event ol
failure to make proper payment of any rental, shutdo well paynient oe minimom royalty through mistake or oversiplit where such pay-
ment s required o continue the lease in foree, any loss whicl resalis fron such non-payiment shall be barne in accordance with the pro-
visions ol Article V.12

Operator shall notily Non-Operator of the anticipated conpletion of @ shut-in gas well, or the shutting in or return 1o produgtion
al @ producing gas well, at least five (3) days (exchuding Saturday, Sunday and lepal holidays), or at the earliest opportunity permited by
circumstances, prior to taking such action, but assumes npa liability for failure 10 do so. In the event of failure by Operator to so notily
Non-Operator, the loss of any lease contributed liereto by Non-Gperator for faiture to make tmely paymients of any shut-in well payment
shall be borne jointly by the parties hereto under the provisions of Article 1V.1.3.

lwhe'? sales commence, Operator shall notify Non-Operator of the date of first sale.
e itxes:

Beginning with the first calendar yeur alter the ellective date hereol, Operator shall render lor ad valorem taxation all propesty
subject to this agreement which by law should be rendercd for such taxes, and it shall pay all such taxes assessed therean belore they
became delinquent, Prior 1o the rendition date, each Non-Opeentor shall furnish Operator information as to burdens (to include, but nat
he limited o, rayaltics, overriding ropalties and production payinents) on leases and il and gas interests contributed by such Non-
Operntor, H ihe assessed valuation of any leaschold estate is reduced by reasen ol its beingt subject 1o outstanding excess toyalties, vver-
siding ragalties or production pagmenis, the reduction in ad valarem taxes resubting therefrom shall inure 1o tie benelit of the ewner or
vwiers of such leasehold estate, and Operator shall adjust the charge o such owner ar owners so as to relleet the beneit of such raloe
tion, 1 the ad valorem tazes are based in whole or in part apon sepaeate viluations of each party s working interest, then notwithsiandiog,
anything (o the contrary herein, chiarges 1o the joint sccount shall be made and paid by the parties heieto in acconlanee with the tax
catue penerated By each party's working interest. Operator shall bill the uther parties for theie proportionate slies ol all tax paymens in
the manner provided in Exhibit ¢,

I Opeeator cousiders any lax assessient improper, Operator say, st its discietion, protest within e time sl e
prescribed by law, and prosecute the protest to o linal determination, unless all partics apeee to abandon the protest prior to finab deter-
mination. During the pendency of adminisirative or judicial proceedings, Uperator iy elect o pay, under peotest, all such tases and any
interestand penalty. When any such protested assessment shall have been lnatly determined, Operator shiall pay the tax lor the joint ac
count, together with any interest and penalty acerued, and the wial cost shall then be assessed against the partics, and be paid by them, as
provided in Exhibit *'C*",

Lach party shall pay or cause 1o be paid all produgction, severance, eacise, gathering and other tses impuostd upon ar witle eéspect o
the production or handfing of such puty's share ol oil andfor gas produced woder the terms ol this aprecient,
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ARTICLE VIl

continued

G. Insurance:

At all times while operations are conducied hereunder, Operator shall comply with the workinen’s compensation law of
the state where the operations are being conducied; provided, however, that Operator may be a sell-insurer for liability under said com-
pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit *'C"", Operator shall
also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit **D"', attached to and made a part
hereol. Operator shall require all contractors engaged in work on or for Use Contruct Area to comply with the workmen's compensation
faw of the state where the operations are being conducted and to maintain such other insurance as Operator may require.

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

ARTICLLE VIIL
ACQUISITION, MAINTENANCL OR TRANSFLER OF INTEREST

A, Surrender of Leases:

The leases covered by this agreement, insolur as they enibrace acreage in the Contract Area, shall not be sucrendered in whole
or in part unless all purties consent theretv,

However, should any party desire (o surcender its interest in any lease or in any portion thereul, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implicd warranty of title, all of its interest in
such lease, or portion thereof, and any well, materinl and equipment whichh may be located thereon and any rights in production
therealter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shull execute and deliver ta the purty or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest lor a term of one (1) year and so long therealter as oil andlor gas is produced Irom the land covered thereby, such
lease to Le on the form attached hereto as Exhibit **B*". Upon sucli assigiment or lease, tlic assigning party shall be relieved from «lf
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 Jurther interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessce shall pay to the
party assiguor or lessor the reasonable salvage value of the latter’s interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all material shall be determined in accordance with the provisions ol Exhibit *'C"’, less the estimated cost ol
salvaging and the estimated cost of plugging and abandoning. If the assigninent or lease is in {avor of more than one party, the interest
shall be shared by such parties in the proportions that the interest of cuch bears to the total interest of all such parties.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor’s, lessur's or surrendering
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage

assigned, leased or surrendered, and subsequent operations thercon, shall not therealter be subject to the termis and provisions of this
agreement.

B. Renewal or Extension of Leases:

1t any party secures a renewal of any oil and gas lease subject Lo this agreement, all other parties shall be notilied promptly, and
shall have the right for a period of thirty (30} duys following receipt of such notice in which to elect 1o participate in the ownership of the
rencwal lcase, insolar as such lease affects fands within the Contract Area, by paying 1o the party who acquired it their several propers pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proporlion to the
interests held at that time by the parties in the Contract Area.

1 some, but less than all, ol the parties elect to participate in the purchase of 2 renewal lease, it shall be awned by the parties
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 Area 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 assigminent of its proportionate interest therein
by the acquiring party.

The provisions of this Article shall apply 10 renewal feases wheilier 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 lease taken belore 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 takgn or con-

tracted for more than six () monlhs after the expiration of an existing lease shall not be deenied a renewal lease and shall not be, SUb]CCl 10
the provisions of this agreement.’

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

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of & well or any other

[N
operation on the Contract Area, such contribution shall be paid to the party wlio conducted the drilling or other opurat;on apd}sl all be
applied by it against the cost of such drilling or other vperation. Il the contribution be in the form of acreage, the parlx (o whot (hc con-

tribution is made shall promptly tender an assignmient of the acreage, without warranty of title, to the Drilling Parties p}‘lh ptoﬁqnlons
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ARTIGLET VI

continuwl
said Drilling Purtics shared e cost of dritlingy the well. Such acreage shall become  separate Contract Aret i, w the extent possible, he
governed by provisions identical to this agrevment, Kach party shall prompuy natily all other partivs of any acreage or cash contributions
it may obtain in support of suy well or any other operntion on the Contract Arca. The shove provisions shall also be epplicsble w op-
tional rights 10 carn ucreage vutside the Contract Avea which nre in suppurt of @ well drifled inside the Contract Arca,

Il any party contructs for any consideration refating 10 disposition of such purty's share of substances produced hereunder, such
consideration shall nov be deensed & contribution as contemplated in this Article VIHLC.

D. Muintenance of Uniform loterest:

For the purpose of maintaining uniflormity of ownership in the il and gas kaschold interests covered by this agreement, no
party shall sell, encumber, teansfer or take othier disposition ol its fnterestin the feases embraced within the Contract Area sod in wells,
equipmment and production unless such disposition covers either:

1. the entire interest of the purty in all leases and equipmient il production; or
2, an equad undivided interest onall feases sund equipment sund production in the Cantract Avea,

fivery such sale, encumbrance, transler or other disposition mmlde by any party shall be made expressly subject 1o this agreement
and shall be made without prejudice 1o the right of the other partices.

I, st any time the interest of any party is divided among and owued by four or more covwners, Operator, at its discretion, inay
require such co-owners to appoint a single trustee or agent with full authority t receive notices, approve expenditures, receive billings lor
and upprove and pay such party's share of the joint expenses, wud ta deal generally with, und with power o bind, the co-owners ol such
party's interest within the scope of the vperations embraced in this agrecient; however, all such co-vwoers shall lave the right to enter
into s execute all contracts ur agreements lor the disposition of their respective shares of the ol and gus produced from the Contruct

Area and they shall have the right to receive, separately, payment of the sale;proceeds thereol,
E.  Waiver of Rights to Partitivn:

Il permilted by the laws of the state or states in which the property covered hereby is located, euch purly hereto owning an
undivided interest in the Cuntract Arear waives any and all riglits ity have 1 partition and have set aside to it in severalty its undivided
interest therein,

F. Preferentiul Right 1o Purchuse:

Showld any party desire 1o selt all or any past of its futerests winder tiis apreement, or its riglts and interests in the Contract
Area, it shall promptly give written notice to the othee partics, with [ull information concerning its propesed sale, which shall include the
name and address ol the prospective purchuser (who must be ready, willing and able 1o purchase), the purchase price, and all other terms
of the olfer. The other pardies shall then have an optional prior right, for a period of ten (10) days alter receipt of the notice, to purchase
on the sane terms and conditions the interest which the other party proposes to sell; and, if this optional right is exercised, the purchas-
ing partics shall share the purchased interest in the proportions that the interest of each bears to the total interest of all purchasing par-
ties. Flowever, there shall be no preferential right to purchase in those cases where any party wishes 1o morigage its interests, or {o
dispose of its inlcrcm hy merper, reorganization, consolidation, or sale uf all er-subsiwatiniynl-abitrassets-io-nribyidinpr-orparent-eom-

AR S iret eetining, or 1o any comppiny in whigh Ay ong grirly awns g nil ||ur|ly of the stock,
* F‘sus % y a 1é 1ts assei or a sale or transfer of its interests to a

subsid 1ary or a parent company, or Asklpls(jldwry of a parent company,

INTERNAL REVENUL CODE LELECTION

This, agreement is not intended 10 create, and shall not be construed to create, a relationship of partnership or an ussociation
for pralit between oc amang the partics hereto. Notwithstanding any provision hecein that the rights and liabilities hereunder are several
and not juint or collective, or that this agrecent and aperations hereunder shall not constitute a partnership, if, for lederal income tax
purposes, this agreement und the operations hereunder nre regarded as o parinership, each party hereby aliecied elects 1w be excluded
from the spplication of ail of the provisions of Subchapier *'K**, Clapter |, Subtithe "' A’ of the Internal Revenue Cade of 1934, as per-
mitted and authorized by Section 701 ol the Code and the regulations prondgated thereunder, Operator is suthorized and directed to ex-
ecute on behall of cach party hereby alfected such evidence ol this election as may be required by the Secretary of the Treasury of the
United States or the Federul Internal Revenue Service, including specitically, but not by way of limitation, all of the returns, statements,
and the Jaw required by Federal Regulations 1.761. Should there be any requirement that eacli party heceby allected give further
evidence of this election, each such party shall execute such documents and Turnish such vther evidence as ny be required by the
Federal Internal Revenue Seevice or as miay be necessury to evidence this election. No such party shall give any nutices or tuke any other
action inconsistent with the election made herehy. I any present or future income tax luws of the state or stutes In which tho Contract
Area is Incated or any future income tax faws of the United States contuin provisions similar to those in Sulichapter "K', Ci\upluf I,
Subtitle **A**, of the Iniernal Revenue Code of 1934, under which m clection similae 1o that provided by Section 761 of the Gude'is per-
mitted, cach party hereby affecred shall imake such election ns way be permitted or required by such Taws. In muking the lurcgbia)b clec:
tion, cach such party states that the income derivead by such party from operations hereander can by wbequately determined wn(hqul the
computation of partnership taxable income.
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ARTICLE X.
CLAIMS AND LAWSUILS

Opcerator may settle any single uninsured third party damage claim or suit arising [rom operations hereunder if the expenditure
does not exceed Five Thousand and no/100—mm e o __Dollars
(¢ 5,000.00 ) and il the payment is in complete settlement of such claim or suit. If the smount required for settlement ex-
ceeds the above amount, the parties hercto shall assume and take over the further handling of the claim or suit, unless sucls authority is
deleguted to Operatar. All costs and expenses of handling, seuling, or otherwise discharging such claim or suit shall be at the joint ex-
pensc of the parties participating in the operation [rom which the claim or suit arises. If a claim is made against any party or il any party is
sued on wccount of any matter arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notily all other parties, and the claim or suit shall be treated as any other claim
or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

I any party is rendered wnable, wholly or in part, by lorce nujeure w carry out its obligations under this agrevment, otber than
the obligation to make money payments, that party shall pive to all other parties prompt written notice of the force majeure with
reasonably [ull particulars concerning it; thereupon, the obligations of the party giving the notice, so lar as they are allected by the force
mujeure, shall be suspended during, but no Jonger than, the contincance ol the force majeure. The allected party shall use all reasonable
diligence to remove the lorce majeure situation as quickly as practicable.

The requiremient 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 its wishes; huw all such dilliculties shall be handled shall be entirely
within the discretion of the party concerned.

"

The term *'force majeure’’, as here cmployed, shall meun an act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, fire, storni, llood, explosion, governmental action, governmental delay, restraint
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is

not reasonably within the control of the party clauiming suspension,

ARTICLE XIL
NOTICES

All notices authorized 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 inail or telegram, postage or charges prepaid, or by telex or telecopier and uddressed 1o
the parties to whom the notice is given at the addresses fisted on Exhibit “*A"", The originating notice given under any provision hereol
shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
response thereto shall run {rom the date the originaling notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with pestage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and [rom time to time, by giving written notice thercol to all other parties.

ARTICLE X1l
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gus leases and/or oil and gas interests subject hereto for the
period of time selecied below; provided, however, no party hercto shall ever be construed as having any right, title 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 as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part

of the Contract Area, whether by production, extension, rencwal or otherwise. ‘

[3 Option No. 2: In the event the well described in Article VIA., or any subsequent well drilled under any provision of this

-agrecment, results in production of oil andfor gas in paying quantitics, this agrecment shall continue in force so long 3s any such well or

wells produce, or are capable of production, and for an additional perivd of Q0 days [rom cessation of all production; provided,
however, if, prior to the expiration of such additional period, one or mwore of the partics hereto are engaged in drilling, reworking, decpen-
ing, plugging back, testing or avtempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agrecment 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 capable
of producing oil andfor gas from the Contract Arca, this agreement shall terminate unless drilling, deepening, plugging back of sework-
ing opcrauons are commenced within 60 days from the date of abandonimnent of said well. ""',
il{;“l

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

accrued or attached prior to the date of such termination.

3 I
wapt b ot nged Byt e the

B R R T LR FUR o P R R




(V-2 I ANV RPN S

‘ .

-~ & o G A .a.AuwmuwwuwwwwuuwwuNNNN»—-»—-.—-—s—-—up.—s—
o G O AN VA AR VA AN VA WAWL A A A A 58 B A b

Oogﬂgug\»h’bﬂs\a@\lou&wN'—"O\Om\lc\\#bwNO—‘O\Dm\lou.b.ban)y-c\f)m\]c\m_h\ny\gy-owm\lc\u.hwwu—o

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

ARTICLE X1V.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws ol 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 {ederal, state, and local laws, or-
dinances, rules, regulations, and orders.

B. Governing Law:

_ This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,
remedies, procedures, rights, duties and interpretation or construction, shult be governed and determined by the law of the stete in which
the Contract Arca is located. HtheComrretrrreeisintrresrmerestrterthehrroithestrteol—EEA S

shall-goners.

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any righs,
privileges, or obligations which Non-Operalors may have under lederal or state laws or under rules, regulations or orders promulgated

under such laws in reference to oil, gas and mincral operations, including the location, operation, or production ol wells, on tracts olfset-
ting or adjacent to the Contract Area. )

With respect 1o operations hereunder, Non-Operators agree to release Operator from uny and all losses, damages, injuries, claims
and cuuses of action arising out of, incident to or resulting direcily or indirectly {rom Operator's interpretation or application of rules,
rulings, regulations or orders of the Department of Encrgy or predecessor or successor agencies o the extent such interpeetution or op-
plication was made in good faith, Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Nen-
Operator’s share of production that Operator may be required (o refund, rebate or pay as u result of such an incorrect interpretation of
application, together with interest and penaltics thereon owing by Operator as a result of such incorrect interprefation or applicalion.

Non-Operators authorize Operator to prepare and submit such docunients as may be required to be submitied to the purchaser
of any crude oil sold hercunder or to any other ‘person or entity pursuant o the requirements of the **Crude Oil Windlall Profit Tax Act
of 1980°", as same-may be amended from time (o time (*Act™), and any valid regulations or rules which may be issucd by the Trensury
Depariment from time to time pursuant to said Act. Each party hereto ugrees to furnish any and all certifications or other information
which is required to be furnished by said Act in a timely manner and in sullicient detail to 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 undiyiqed 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 V111 (F), "Preferential Right to Purchase," shall not apply to his interest
and to such assignments. Provided however, the provision in Article Vviit (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.
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A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVI.
MISCELLANEQUS

This agreement shall be binding upon and shall inure 10 the benelit of the parties hereto and to their respective heirs, devisces,
legal representatives, successors and assigns.

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

IN WITNESS WHEREOF, this agreement shal.l be ellective as of 215t  dayof July 19_89

OPERATOR
ORYX ENERGY COMPANY, AS
MANAGING GENERAL PARTNER OF

OPERAT NG LIMlTED PARTNERSHI

L{A(/\—-

NON-OPERATORS
BTA OiL PRODUCERS

PACIFIC ENTERPRISES OIL COMPANY
(USA) JOE REYNOLDS
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ARTICLE XVI.
MISCELLANEOQUS

This agreement shall be binding upon and shalt inure to the benefit of the partics hereto and to their respective heirs, devisces,
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.

IN WITNESS WHEREOF, this agrecment shal‘l be eflective as of 21st  dayof July 19_89

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

L(,L(/'\——

NON-OPERATORS
BTA OIL PRODUCERS

oy L.

PACIFIC ENTERPRISES OIL COMPANY BARRY B?ﬂ, Partner
(USA) JOE REYNYLDS
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ARTICLE XVI.
MISCELLANEOUS

This sgreement shall be binding upoun and shall inure to the benelit of the parties hereto and 1o their cespective heirs, devisees
legal representatives, successors and assigns.

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

IN WITNESS WHEREOF, Uis agreement shall be cifective as of 21st_ dayof July . 1989

OPERATOR
ORYX ENERGY COMPANY, AS
MANAGINC CENERAL PARTNER OF
OPERATING LIMITED PARTNERSHIP

&u’/N\—

NON-OPERATORS
BTA OiL PRODUCERS

PACIFIC ENTERPRISES OlIL COMPANY
(USA) JOE REYNOLDS
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ARTICLE XVI.
MISCLLLANEOUS

This sgreement shall be binding upon aud shall inuse 1o the benefit of the parties hereto and 1o their sespective heies, devisces,
legal representatives, successors and assigns.

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

IN WITNESS WHEREQOF, this agreement sh:l‘l be cllective 35 of 21st day of July ,19_89

OPERATOR
ORYX ENERGCY COMPANY, AS
MANAGlNG GENERAL PARTNER OF

OPERATIAG L!MITED PARTNERSHI

(,u( Y e

NON-QPEZRATORS
BTA OIL PRODUCERS

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

CONTRACT AREA AND 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 initiai test well.

PARTIES AND INTERESTS

Name and Address Percentoge Interest

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

Managing GCeneral 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>§as 79705
Joe Reynolds 12.50%

2333 50th Street
Lubbock, Texas 79421

SUN 9-82
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Recommended by the Council
MeaftBT 601, soxsoo of Petroleum Accountants

iy

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 Qil Producers, et al, as
Non-Operator

EXHIBIT ¢

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Propertly” 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-
siona] 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 trave! and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2. Statement and Billings

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

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

3. Advances and Payments by Non-Opecrators

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days afler receipt of the bill-
ing or by the {irst 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 filteen (15) days after receipt. If payment is nol made

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Ihe Chase
.Ma.nb.a.tf.an_&ank,_blx__on the first day of the month in which delinquency occurs plus 1% or the maximum

contract rate permitted by the applicable usury laws ir. 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 thercof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed

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

g!gs COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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5. Audits

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

tor's accounts and records relating lo the Joinl Account for. any calendar year within the twenty-four (24) inonth
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of writlten exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
I. Where Lhere are Lwo or more Non-Qperators, the Non-Operators shall make every reasonable effort to conduct a

.. joint audit in a manner which will result in a minimun of inconvenience lo the Operalor. Operalor shall bear no por-
tion of the Non-Operators’ audit cost incurred under this puragraph unless agreed to by the Operator. The audits
shall not be vonducted more than once cach year without prior approval of Operator, except upon the resignation or
removal of the Operalor, and shall be made at the expense of those Non-Operators approving such audit.

B. The QOperator shall reply in writing to an audit reporl within 180 days after receipt of such reporl.

6. ~ Approval By Non-Operators

Where an approval or other agreement of the 'arties or Non-Opceralors is expressly required under olhier sections of this
Accounting Procedure and if the agreement Lo which this Accounting Procedure is atlached contains no contrary provisions
in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval of
8 majority in interest of the Non-Operators shall be controlling on all Nou-Operators.

11. DIRECT CIIALRGES

Operator shall charge the Joint Account wilh the following items:

1. " Ecological and Environmental

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to salisly environ-
mental considerations applicable to the Joini Operations. Such cosls may include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable faws and regulations,

2. Renlals and Royaltics

Lease rentlals and royalties paid by Operator for the Joint Operalions.

3. Labor

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

(2) Salaries of Tirst Level Supervisors in the field.

(3) Salaries and wages of Technical Emplayees directly employed on the Joint Property il such charges are excluded
from the overhead rates.

{4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed
in the operalion of the Joinl Property if such charges are excluded from the overhead rates.

B. Operator's cost ol loliday, vacation, sickness and disability benclits and uther customary allowances paid to employces
whose salaries and wages are chargeable lo the Joint Account under Paragraph 3A of Lhis Scction 11. Such cosis under
this Puragraph 3B may be charged on a “when and as paid basis” or by “percentuge ussessment” on the amount of
saluries and wages churgeable to the Joint Account under Paragraph 3A of this Seclion I1. If percenlnge assessment
is used, the rale shall be based on the Uperalor's cost experience.

Expenditures or contributions made pursuant to assessments imposed by governmental awthority which nre applicable
{o Operator's costs chargeable to the Joinl Account under Muragraphs 3A and 30 of Lhis Section L.

D. Personal Expenses of those employees whose salaries and wiges are chargeable to the Joint Aceount under Paragraph
3A of this Section I1.

Employce Benelitls

Operator's current costs of established plans for employees’ group life insurance, hospitalizalion, pension, relirement, stock
purchase, thrilt, bonus, and other benelit plans of a like nature, applicable Lo Qperalor’s labor cost chargeable lo the Joint
Account under Paragraphs 3A and 3B of this Scetion T shall be Operator's actual cast not to exceed the percent maost recent-
ly recommended by the Council of Pelroleum Accounlants Socielies.

0. Malerial

Material purchased or furnished by Operator fur use on the Joint Property as provided under Section 1V, Only such Material
shall be purchased for or transferred W the Juinl Property as may be required for immediale use and is reasonably praclical
and consistenl with efficient and economical operations. The accumulation of surplus stocks shall be avoided.

6. Transportiation

Transportation of employees and Malerial necessiry for the Joinl Operations bul subject to the following limitalions:

A. If Material is moved to the Joint Property [rom the Operator's warchouse or other properties, no charge shall be made
to the Joint Account for a dislance greater than the distance from the nearest reliable supply store where like malerial
_is normally available or railway receiving point nearest the Joinl Property unless agreed lo by the Parties.

SUN -
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1f surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be

made to the Joint Account for moving Material to other properties belonging to Operalor, unless agreed to by the
Parties.

C. In the application of subparagraphs A and B above, the option Lo equalize or charge actual trucking cost is available

when the aclual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most
recently recommended by the Coung:il o[ Pelroleum Accountants Socielies.

Services

The cost of contract services, equipment and utilities provided by culside sources, except services excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section 1II, The cosl of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall nol be charged to the Joint Account unless previously ugreed to by the Parties.

Equipment 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 costs of maintenance, repairs, olher operaling expense,
insurunce, taxes, tleprecialion, and interest on gross investment less accumulated depreciation not to exceed

percent (12 %) per annum. Such rates shall nol exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

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

ate area of Lthe Joint Property less 20%. For automotive equipment, Operalor may elect to use rates published by the
Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, [lood, storm, thelt, accident, or olher cause, except those resulting from Operulor's gruss negligence or

wili{ul misconduct. Operator shall furnish Non-Operator writlen notice of damages or losses incurred as svon as practicable
alter a reporl thereof has been received by Operalor.

Legal Expense

Expense of handling, investigating and seltling litigation or claims, discharging of liens, payment of judgements and
amounis paid for seltlement of claims incurred in or resulting from operations under the agreement or necessary to prolect
or recover the Joint Property, except that no charge for services ol Operator’s legal stall or fees or expense of oulside atlor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the

overhead provisions of Section I1I unless otherwise agreed to by the Parties, 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 operation Lhereo!,
or the production therelrom, and which taxes have been paid by the Operalor for the Lenelitl of the Parties. I[ the ad valo-
rem taxes are based in whole or in part upon separate valualions of each party's working interest, then notwithstanding
anything to the contrary herein, charges lo the Joint Account shall be made and paid by the I’arlies hereto in accordance
wilh the tax value generated hy each party’s working interest.

Insurance

Net premiums paid for insurance required to be carried for the Joint OQperalions for the protection of the Parties. In the
event Joint Operations are conducted in a state in which Operator may act as seif-insurer for Worker's Compensation and/
or Employers Liability under the respective state's laws, Operalor may, at its election, include the risk under its sell-
insurance programn and in that event, Operator shall include a charge at Qperalor’s cost not to exceed manunl rates.

Abandonment and Reclamation

Costs incurred for abandonment of the Juint Property, including cosls required Ly guvernmental or other regulatory
authority.

Communicalions

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systens, including radio and
microwave {acililies directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section 1.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11, or in Section 111 and which

is of direct benefil to the Joint Pruperty and is incurred Ly the Operator in the necessary and proper conduct of the Joint
Operations.
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11I. OVERHEAD

1. Overhead - Drilling and Producing Operations

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

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

Unless otherwise agreed to by the Parlies, 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 I1] unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

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

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

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either temporarily or permanently assigned 1o and divectly employed in
the operation of the Joint Property:

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

A. Overhead - Fixed Rate Basis

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

Drilling Well Rate § __5,800.00
(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 drill-
ing rig, completion rig, or other units used in complelion of the well is released, whichever is later, excepl

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 {ifteen
(15) or more consecutive calendar days.

(b) Producing Well Rales

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

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered a separuale well by the govern-
ing regulatory authority.

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

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

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

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

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

(3) The well rates shall be adjusted as of the first day of April each year following the effective dale 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 developiment of the Joint Property exclusive o

provided
der Paragraph 10 of Section Il and all salvage credits. :

(b) Qmarz'xt.ing\\-~

\
P Percent ™~ %) of the cost of operating the JointProperty exclusive of costs provided under
Paragraphs 2 and 10 of Section [1;ull salvage credits, the-vilue of injecterd substances purchased for secondary

recovery and all taxes and assessmenlS™whigh arglevied, assessed and paid upon the mineral interest in and
to the Joint Property. -

{2) Application of Overhead —“Pery:&g asis shall Le as follows:
For the purpose of detepmiTiing charges on a percentage basis unm 1B of this Seclion 111, development
shall include all coat§in connection with drilling, redrilling, deepening, or any gdial operations on any or all
wells iMse of drilling rig and erew capable of drilling to the producing interval on the Joint Prop-
erly; T preliminary expendilures necessary in preparation for drilling and expenditures in ed in abandoning
en Lthe well is not completed as a producer, and original cost of construction or installation of assels, the

expansion of fixed assels and any other project clearly discernible as a fixed assel, except Major Constr
} i i-3eetionti-Alothervosis-sballboconsidorod-as-aperatd

2. 'Ovcrhcad - M'ajor Construction

To compensate Operator for overhead costs incurred in the conslruction and installation of lixed ussets, the expansion of
{ixed assels, and any other projeci clearly discernible as a [ixed assct required for the development und operalion of Lhe
Joint Property, Operator shall either negotiale a rate prior (o the beginning of construction, or shall charge the Joint

Account for overhead based on the [ollowing rales for any Major Conslruction project in excess of § 25,000 :
A 5 _%of first $100,000 or tolal cost if less, plus
B. —3 %ol 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 parls of a single

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

8. Calastrophe Qverhead

To compensate Operator for overhead costs incurred in Lhe evenl of expendilures resulting from a single occurrence due
to oil spill, blowout, explosiou, fire, storm, hurricune, or other calastrophies us agreed lo by the Parties, which are necessary
to reslore the Joint Property to the equivalent condition that existed prior lo the event causing the expenditures, Operalor

shall either negotiale a rate prior to charging the Joint Account or shall charge the Joint Account fur overheuad based on
Lthe following rates:

A, __5____% of total costs through $100,000; plus

B.__3._ __ %of lotal cosls in excess of $100,000 bul less than $1,000,000; plus
C.——2 _ _ %of total costs in excess of $1,000,000.

Expendilures subject to the overheads above will nol be reduced Ly ins
sions of this Section I11 shall apply.

~

urance recoveries, and no other overhead provi-

4. Amendment of Rates

. The overhenad rates provided for in this Section 11 may be amended from time to time only by mutual agreement between
the Parties hereto il, in practice, the rales are found to be insulficient or excessive.

IV.PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operalor is résponsible for Joint Account Malerial and shall make proper and timely charges and credits for all Material move-
ments affecting the Joini Property. Qperalor shall provide all Malerial for use on the Joinl Properly; however, al Operalor's
option, such Material may be supplied by the Non-Operator. Operator shall muke timely disposition of idle and/or surplus
Material, such disposul being made either through sule to Operator or Non-Operalor, division in kind, or sale to outsiders.
Operator may purchase, but shall-be under no obligation to purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.

1. Purchases

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

Material found to be defeclive or relurned to vendor for any vther reasons, credit shall be passed Lo the Joint Account
when adjustment has been received by the Operator.

2. Transfers and Dispositions

Malerial furnished to the Joint Property and Material transferred from the Joint Pruperl} or disposed of by the Operator,
- unless otherwise agreed to by the Parties, shall be priced on the {ollowing basis exclusive of cash discounts:

SUN : '
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A. New Material (Condition A)

(1) Tubular Goods Other than Line Pipe

{8) Tubular goods, sized 2% inches QD and larger, except line pipe, shall be priced at Eastern mill published
curload base prices effective as of dule 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

A tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate

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

(b) TFor grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost from that mill Lo the railway receiving point nearest the Joint ’roperty as provided above in
Paragraph 2.A.{1)Xa). For Lransportalion cost [rom points other than Iastern mills, the 30,000 pound Oil Field
Haulers Association interstate truck rate shall be used.

{c) 'Special end f{inish tubular goods shall be priced at the lowest published out-of-stock price, {.0.b. louslon,

‘Texss, plus transportation cost, using Ol Field Iaulers Association interstate 30,000 pound truck raote, lo
the railway receiving point nearest the Joint Properly.

{d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices [.o.b.
the supplier plus transportiation costs, using the Oil Field IHuulers Association interstate truck rate per weight
of tubing transf{erred, to the railway receiving point nearest the Joinl Property.

{2) Line Pipe

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

shull be priced under provisions of tubular goods pricing in Purngraph A(1)a) as pravided above, Freight
charges shall be caleulated from Lorain, Ohio.

(b) Line pipe movemenls (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds
shall be priced at Easlern mill published carload base prices elfective as of dale of shipment, plus 20) percent,
plus transportation costs based on freight rales as sel (orth undec provisions of tubular goods pricing in Para-
graph A(1)a) as provided above. ['reight charges shall be calculated (rom Lorain, Ohio.

{c) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.0.b. the poinl of manulaclure

at current new published prices plus transportation cost lo the railway receiving point nearest the Joint
Properly.

() Line pipe, including fabricated line pipe, drive pipe and conduil not listed on published price lists shalt be

priced al quoled prices plus [reight to the railway receiving poinl nearest the Joint Property or al prices
agreed {o by the Parties.

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

store neuarest Lhe Joint Property, or point of manulacture, plus transportativn costs, if applicable, to the railway
receiving poinl nearest the Joinl Property.

{4) Unused new Malerial, except tubular goods, moved Irom the Joinl Property shall be priced al the current new
price, in ellecl on dale of muvement, as listed by a relinble supply store nearest the Joinl Property, or point of
manulacture, plus transportation costs, il applicable, to Lthe railway receiving point nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

B. Good Used Material (Condition B)

Material in sound and serviceable condilion and suitable for reuse wilhoul recondilioning:
(1) Malerial moved lo the Joint Property

At seventy-five percent (76%) of currenl new price, as determined by Paragraph AL
(2) Material used on and moved from the Joint Property

. (a) At seventy-five percent (75%) of current new price, as delermined by Paragraph A, i{ Material was originally
charged to the Joint Account as new Malerial or

{L) At sixty-live percent (65%) ol current new price, as delermined by Paragraph A, if Malerial was originally
charged lo the Joint Account as used Malerial, ’

(3‘) Material not used on and moved from the Joint Property
At sevenly-live percent (75%) of current new price as delermined by Paragraph A.
The cost of reconditioning, if any, shall Le absorbed by the transferring property.
C. Other Used Materinl
{1) Condition C
N Material which is not in sound and serviceable condilion and not suitable for its original function until after 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.
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Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(2) Condition D

(a) Casing, tubmg. or drill pipe used as line pipe shall be prlced 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. "

(b) Casing, tubing or drill pipe'used as higher presgure 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 pr lces Operalor may dispose of Condition E Malerial under procedures nor-
mally ulilized by Operator without prior approval of Non-Operators.

D. Obsolete Malerial

Material which is serviceable and usable for its original funclion 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 ol twenty-five cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rales in Section 111, Paragraph 1.A(3). Each year, the

rate calculated shall be rounded to the nearest cent and shall be the rate in eHecL until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

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

3. Premium Prices

Whenever Malerial is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Malerial nt 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-Operators of the proposed charge prior to billing
Non-Operators for such Material. Each Non-Operator shall hava the right, by so electing and notifying Operalor within

ten days after receiving notice from Operator, lo furnish in kind all ov part of his share of such Materinl suitable for use
and acceplable to Operator.

4.  Warranly of Material Furnished By Operator

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

V. INVENTORIES
The Operator shall muaintain detailed records of Controllable Material,

1.  DPeriodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Cperalor of the Juint Account Controllablie Malterial. Written notice
of intention to take inventory shall be given by Operalor at lenst thirty (30) days before any inventory is to begin so thal
Non-Operalors may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operalors to nccept the inventory taken by Operutor,

2.  Reconciliation and Adjustment of Inventories

Adjustments Lo the Joint Account resulting from the reconcilinlion of a physical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments shull be made by Operator to the Joint Account for
overages and shortages, but, Operator shall be held accountable only for shortages due to Iack of reasonable diligence.

3. Special Tuventories

Special inventories may be taken whenever there is any sale, chunge of inlerest, or change of Operator in the Joint Property.
1t shall be the duty of the party selling to notify all other PParlies as quickly as possible after the transfer of interesl tukes

place. In such cases, bolh the seller and the purchaser shall be governed Ly such invenlory. In cnses involving a change
of Operalor, all Parties shull be governed by such inventlory.

4. Expensc of Conducling Inventories

A. The expense of conductmg periodic inventories shall not be churged o the Joint Account unless agreed lo by the
Parties. .

B. The expense of conducting special inventories shall be charged Lo the Parlies requesting such inventories, except in-
venlories required due lo change of Qperator shall be charged Lo the Joint Account.
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EXHIBIT D
TO OPERATING AGREREMENT

INSURANCE

1, COVERAGE

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 Liabllity Insurance with a limit of not less than
$500,000 for mccidental 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 Publie 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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EXNIBIT E
10 OPERATING AGREEMENT

GAS BALANCING AGREEMEHT
{ONSHORE )

1, Cas Imbalances.

Notwithstanding anything to the contrary in the Operating Agreement to which tihis Gas Dalencing Agreement s
asttachad, {r any party hereto tekes and disposes of less than its percentage interest share of pas (including
cssinghead gas) produced and saved during any calendsr month, then the volume not taken by such party may be
tsken by sny other party or perties hereto. If such volums i3 teken by mors then ons party, then each teking

party shall be entitlied te take the proportion thereof thst its percentage (nterest bears to ‘the sum af Rhe
percentsge interests of all taking parties, or fn such other proportions as the taking parties may agres upon
among themselves,

2. Yolumetric Balancing.

2.1 BDalancing by Category. Yolumetric balanciag hereunder shall apply separately to each categery
establiished by law, reguiation or governmental order for the purpose of setting a cellfng price for gos,
inciuding but not 1imited to the categories established by the Nstursl Gas Policy Act of 1978 snd the Federal
Energy Regulatory Commlission. AJ]l gas which {s now eor hersafter becomes unragulated as to price shall be con-
sidered s 3ingle category, and any Cumulative Overproduction or Cumulative Underproduction accrued fn a pravious
regulated category shall, upon deregulation, be carried forward into the unregulated category. 1n all other
cases finvolving the revision of & category, any Cumulative Overproduction and Cumulative Underproduction accrued

prior to the revision shall remain {n the previous category and not be carrfed forward to the category as
ravised,

2.2 "Detinftions. The term “Cumulative Underproduction” means the amount by which the cumulative volume of
gas taken by a party within a particular category s tess than the cumvlative volume that party was entitied to
take within such category sccording teo its percantage {nterest; the term "Cumulative Overproduction" means tha
smount by which the cumulative volume of gas taken by a party within a category exceeds the cumulative volums
that party was entitied to take within such category according to its percentage interest; the term “Under-
producer” means a party credited with Cumulative Underproduction; the ‘term "Overproducer” means a party charged
with Cumulative Overproduction; and the term “Make-Up Gas”" means the volume taken by an Underproducer to meke up
Cumulative Underproduction pursuant Vo Paragraph 2.4 or Paragraph 2.5 below,

2.] Qperator's Statements. On or before the end of each calendar month, Operator shall furnfsh the parties
hereto 3 written statement showing for each category (a) the total volume of gas taken by each party during the
preceding calendar month; (b) the Make-Up Cas taken by each party during that month; and (c) the Cumulative
Overproduction or Cumuiative Underproduction, {f any, of each party as of the end of that menth,

2.4 Balancing - Single Purchaser. When gas within a particular category s delivered by the parties to a
single purchaser, an Underproducer may give written notice to Operator and all other parties hereto st least 15
days before the bepinning of a calendar month, stating its desire to take Make-Up Gas during that month. Each
Overproducer shall promptly notify fts purchaser so that such purchaser will adjust its takes to accommodate the
make-up. The Underproducer shall thereupon be entitled to take Make-Up Gas equal to its Cumulative Underpro-
ductfon fn addition to fts full-percentage [nterest shere of gas during that month, provided that to accommodate
such make-up no other party (including an Overproducer) shall ever be required to take less than 75X of fts
percentage interest share of gas during the month, and provided that the right to take Make-Up Gas shall ba
subordinate to the right of any other party to take {ts full percentage interest share of gas (rom time to time
to satisfy the deliverabilfty test requirements of fts gas contract. If 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 available
as Make-Up Gas, the volume available as Make-Up Gas shall be shared by such Underproducers in proportion to their
respective Cumulative Underproductton. Subject to the 75X iimitation speciffed above, the volume taken as
Make-Up Gas during the month shall be deducted from the volume of gas otherwise avallable to the Overproducers,
tn proportion to thelr respective percentage interest shares of gas.

2.5 PBalancing - 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 same purchaser (but not for the purpose of determining Cumulative Qverproduction and Cumulative
Underproduction), equal to the total volume of gas delivered to that party's purchaser during the month, multi-
piied by a fraction, the numerator of which is that party's percentage interest under the Operating Agreement,
and the denominator of which Is the sum of the percentage {nterests of all part{es delfvering to that purchaser.

2.6 01} and Other Minerals. Regardless of the volume of gas actually taken by any party herete, such party
shall share, as otherw{se provided {n the Operating Agreement, {n the production of crude oil, condensate and
other minerals separated from the gas in faciiit!es operated for the joint account,

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

3. Flnal Cash Balancing.

3.1 Statements. If all partfes have not achieved volumetr{c gas balance in al} categorfes upon termination
of the Operating Agreement or upon a permanent cessation of all gas productfon 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 asccruals, Make-Up
Gas shall bs applied against Cumulative Overproduction and Cumulatlve Underproduction on a flrst-in-first-out
basis. Within 60 days after receipt of Operator's statement, each Overproducer shall furnish to a)l other
parties 8 statement showing the value of {ts Cumulative Overproduction for each category, based on the price the
Overproducer actually recelved for the Cumulative Overproduction in a sale to & Nomaffillate during the month(s)
in which the Cumulative Overproduction. accrued, less all payments made by the Overproducer pursuant to Paragraph
4 below, In the absence of a sale to a Nonaffillate, value shall be based on the welghted average price recalved
by the parties hereto in sales to Nonaffil{ates during ths month {n question, For the purpose of thls agreement,
the term "Nonaffilfate” as ft relates to a, party means any corporation or other business organization not in
control of, and not controliled by, and not under common control with, such party. Based upon the statements
furnished by Overproducers, the nat amount owed by or to each party for al} categories combined shal) be calcu-
lated by Operator and furnished to all parties in a final cash balancing statement,

3.2 Settlements. Within 60 days alter receipt of Operator’s final cash balancing statement, each Over-
producer shall pay each Underproducer in accordance with the statement and without {nterest., To the extent any
value used to calculate a cash settiement hereunder Is subject to refund by the Overproducer pursuant to law,
regulation or governmental order, the Underproducer entitled to such cash settlement shall, prior to payment
thereof, agree in writing to Indemnify the Overproducer spainst the Underproducer's proportionate part of any
refund (including Interest) 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 undar Parsgraph 2.3 or 3.1 above, in

the same manner and subject to the same limitatlons as an involce from Operator may be challenged under the
Operating Agreement or the accounting procedura therelo.

4, Payments on Productfion.

Each party shall pay a1l production or severance laxes, excise taxes, royaities, overriding royalties,
production payments and other such payments on production for which 1t is obligated by law or by lease or by
contract (including Lhe Opsrating Agreement), and nothing in this Gas Balancing Agreement shall be construed ss
affecting such obligations. Each party herelo agrees to indemnify and hold harmiess the other parties hereto
against a1l claims, losses or llabilities arfising out of fts fallure to fulfill such obligations,
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EXHIBIT P
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, if applicable, 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 opporiunity clause required by Executive Order 11246 of September 24, 1965, and prescribed in Section 80-1.4 of Title
41 of the Code of Federal Regulations is incorporated by reference (as permitted by Section 60-~1.4(d) of sald Regulations) as if set out in
full at this point.

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

Il required under 41 CFR Sec. 80-1.40, contractor/supplier allirms that it has developed and is malntaining current an
allirmative action program at each of its 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 il 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 agrees to file a complete and accurate report on 8tandard Form 00
(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)
monthy and agrees to {ile such reports annually unless and until contractor/supplier is not required to so file by law or reguation.

D. EMPLOYMENT OF THE HANDICAPPED [Applicble to contracts amounting to $2,500 or more, 41 CFR 60-741.4.)

The affirmative actlon clause prescribed In Sectlon 60-741.4 of Title 41 of the Code of Pederal Regulations ls incorporated
herein by reference (as permitted by Section 60-741.22 of said Regulations) as If set out {n [ull at this point.

E. APFIRMATIVE ACTION PROGRAM FOR HANDICAPPED WORKERS [Applicable to contracts amounting to $2,500 or more
only {{ contractor/suppller (a) has 50 or more employees and (b) holds a contract of $50,000 or more, 41 CFR 60-741.5.)

. I required under 41 CPR 60-743.5, contractor/supplier affirms that {t has prepsared and Is maintsining or shall prepare and
maintain an affirmative aciion program for handicapped workers as prescribed in 41 CFR 60-741.5 and 4 CFR 6§0-741.8. .

F. EMPLOYMENT OF DISADLED VETERANS AND VETERANS OF THE VIETNAM ERA [Applicable to contracts amounting to
$10,000 or more, 4 CPR 60-250.4.)

The alfirmative action clause prescribed in Sectlon §0-250.4 of Title 41 of the Code of Federal Regulations ia Incorporated by
relerence (as permitted by Section 80-250.22 of said Regulations) as If set out In full at this point.

Q. AFFIRMATIVE ACTION PROGRAM FOR DISABLED VETERANS AND VETERANS OF THE VIETNAM ERA [Appi]cuble 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.]

It required under 41 CFR 60-250.5, contractor/supplier affirms that it has prepared and is maintalning or shall prepare and
maintain an affirmative action program [or 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. |-
1.1310-2(a).)

It is the policy of the United States Government thal minority business enterprises shall have the maxdmum practicable

opportunity to participate In the performance of Government contracts.

Contractor/supplier agrees to use {ts best elforts to carry out this policy In the award of its subcontracts to the fullest extent
consistent with the efficient performance of thls contract, As used in this contract, the term "minority business enterprise” means a
business, at least 50 percent of which is owned by minority group members or, in case of publicly owned businesses, at least 5 percent of
the stock of which is owned by minority group members. For the purposs of this defin{tion, minority group members are Negroes, Puerto
Ricans, Spanish~speaking Amerlcan people, American Orientals, American Indians, American Eskimos, and American Aleuts. Contractor/
supplier meay rely on written representations by subcontracalors regarding their status as minority business enterprises tn lleu of
independent Investigation.

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

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

Y

{a) Designste a Ualson officer who will administer contractor/supplier's minorlty. business enterprises program.

{b) Provide ndequate and timely consideration of the potlentliaiities of known minority business enterprises in all "make-or-
buy" decisions.
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(c) Assure that known minority business enterprises wiil have an equitable opportunlity to ecompele for subcontracts,
perticularly by arranging solicitations, time for the preparation of bids, quantities, specilications, and delivery schedules so as to
Sacllitate the participation of minority business enterprises,

{d) Malntaln records showing {I) procedures which have been adopted to comply with the policies set forth in this clause,
{neluding the establishment of a sourcs list of minority business snterprises, (1) awards to minority business enterprises on the source llst,
and (Ii1) specific, efforts to {dentify and award contracts to minority business enterprises.

{e) Include the above "Utllizatlon.of Minorily Business Enterprises” clause {n subcontracts which offer substantial minorlty
Dusinsas enterprises subcontracting opportunities, _ :

({) Cooperate with the Contracting Officer {n any studies and surveys of contractor/suppler's minority buslness enterprises
procedures and practices that the Contracting Officer may from time to time conduc .

(g) Submit perjodic reports of subcontracting to'known minority bushiuess enterprises wiilirespect to-the recerds referred te

{n subparegraph (d) above, in such {orm and manner and at such time (not more often than quarterly) as the Contracting Officer may
prescribe.

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

shall conform sutstantially to the language of this clause, Including this paregraph (2), And to notify the Contracting Ofliuer of the names
- of such subcontractors.

* .+ d. D UTILIZATION OF WOMEN-OWNED BUSINESS CONCERNS [Applicable to -contracts emounting to $10,000 or.-more, Federal
Register, Yol. 45, No. 82, 5/9/80.)

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

The contractor/supplier agrees to use his best efforts to carry out this policy in the award of subcontracts to the fullest extent
censistent with the efficient performance of this contract. As used In this contract, a "women-owned business" concern means a business
that is at Jeast 51% owned by & woman or women who also control and operate it, "Control" in this context means exercising the power to

make policy 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 sgrees to establish and conduct a program which will enable women-owned business concerns to be
vonsidered {airly as subcontractors and suppliers under this contract. In this connection, the contractor/supplier shall:

(a) Designate a laison officer who will admlnister the contractor/supplier's "Women-Owned Business Concerns Program",

(b) Provide adequate and timely consideration of the potentialities of known women-owned business concerns In all "make-
or-buy" declsions. . :

{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 forthcoming opportunitles

svallable, by arranging solicitations, time for the preparation of bids, quantities, specifications, and dellvery schedules so as to facllitate
the participation of women-owned business concerns.

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

by minority and non-minority women-owned business concerns, and (lil} specific efforts to identi{y and award contracts to women-owned
business concerns.

{e) Include the "Ulilization of Women-Owned Business Concerns" clause {n subcontracts which offer substant/al
subcontracting opportunities,

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

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

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

2. The contractor/supplier {urther 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 facility and which offers subslantial subcontracting possibliities, provisions which

shall conform substantially to the languege of this clause, inciuding this paragraph (2), and to notify the Contracting Oflicer of the names
of such subcontractors.

. 3. The contractor/supplier further agrees to require written certification by Its subcontractors that they are bons {ide women-
owned and controlled business concerns In sccordance with the definition of a women-owned business concern as set forth in the
Utilization Clause (J) above at the time of submission of bids or proposals.

L. UTILIZATION 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, Yol. 45, No, 92, 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 participate {n the performance
of contracts let by any Federal agency.



Contractor/supplier hereby agrees to carry out this policy in awarding of subcontracts to the fullest extent corisistent with
elliclent performance of this contract. Contractor/supplier further agrees to cooperate In any studlies or surveys that may be conducted

by the Small Business Administration or the contracting egency which may be necessary to determine the extent of contractor/suppller's
compllance with this clause.

1. The term "small business concern” shall mean & small business as defined pursuant to Section J of the Bmal] Business Act and
In relevant regulations promulgated pursuant thereto,

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

{a) which is at least 5] percent owned by one or more soclally and economlcally disadvantaged individuais; or, In the case of

any publicly owned business, at jeast 51 percent of the stock of which is owned by one or more soclally and economically disadvantaged
indlviduals; and.

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

Contractor/supplier shall presumne that socially and economically disadvantaged lndlvldt'mb inciude Black Amerlcarﬁ, lllspﬁnlc
Americans, Native Americans, and other minorities, or any other [ndividual found to be disadvantaged by the Small Business
Adminlstration pursuent Lo section 8(a) of the Small Business Act. .

Conltraclor/supplier acting in good [{asith may rely on written representations by subcontrectors as either a small business
goncern or & small business concern owned and controlled by soclally and economically disadvantaged individuals.

M. SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS SUBCONTRACTING PLAN.[Applicable to all contracts expected
to exceed $500,000 which are required to include the small business and small disadvantaged business utilization clause above and offer
subcontracting possibllities, Federal Register, Vol. 45, No, 82, /9/80.]

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

1. Percentage goals {(expressed in lerms of percentage of total planned subcontracting doliars) for the utilization as
subcontractors of small business concerns and small buslness concerns owned and controlled by soclally and economlcally disadvantaged
indlviduals. (Por the purpose of the subcontracting ‘plan, contractor/supplier shall {nclude 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 emﬁoy of the offeror who will administer the subcontracting program of the offeror
and a description of the duties of such individual.

3. A description of the elforts the olferor will take to assure that small business concerns and small business concerns owned
and controlled by soclally and economlcally disadvantaged individuals will have an equitable opportunity to compete [or subcontracts.

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

$. Assurances that contractor/supplier will submit sueh periodic reports and cooperate In any studies or surveys as may be
required by the Small Business Admlnistration to determine Its extent of compliance with the subcontracting plan.

8. A recitation of the types of records contractor/supplier will maintain to demonstrale procedures which have been adopted to
eomply with the requirements and goals set forth in the plan, including source lists of small business concerns and small business concerns

owned and controlled by socially and economically disadvantaged individuals, and elforts to identify and award subcontracts to such small
business concerns,

N. UTILIZATION OF LABOR SURPLUS AREA CONCERNS {Appliceble to contracts amounting to $10,000 or more, 4 CFR 1-1,805-
3] -

1. 1t Is the policy of the United States Government to award contracts to labor surplus area concerns that agree to perform

substantially in labor surplus areas, where this can be done consistent with the efficlent performance of the contract and at prices no

higher than are cbtainable elsewhere. The contractor/supplier agrees to use his best e{forts to place his subcontracts in accordance with
2his policy.

2. In complying with paragraph () 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 economically disadvantaged Individuals that are Jabor

surplus area concerns, (b} other small business concerns and small business concerns that are owned and controlled by soclally and
economically disadvanteged Indlviduals, and (c) other labor surplus area concerns.

3. The term “labor surplus area” means a geographical aree identified by the Department of Labor as an area of concentrated
unemployment or underemployment or an area of labor surplus.

4. The term ‘'labor surplus area concern" means a concern that together with Its first tler subcontractors will perform
substantlally in labor surplus areas.

5. The term "perform substantially In labor surplus area" means that the costs incurred on aecount of manufacturing,
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
required to {nclude the labor surplus area utilization clause above and offer substantial subcontracting possibllities, 4 CFR 1-1.7110-3{b).)

1. The contractor/supplier agrees to establish and conduct a program which will encourags labor surplus area concerns to
compete for subcontracts within thelr capabilities, In this connectlon, the contractor/supplier shall;

{a) Designate a lalson offlcer who will {I) maintaln Llaison with duly authorlzed representatives of the Qovernment on labor
surplus area matters, (lI) supervise compliance with the "Utilization of Concerns In Labor Surplus Areas" clause, and {ill) administer the
coniractor/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 suhcontracts, particulariy by

arranging solicitation, time for the preparstion of bids, quantities, specifications, and dellvery schedules 30 as to [acilitate the
participation of labor surplus area concerns,

’ . - {d) Maintain records showing the procedures which have'been adopted to comply with the policles set forth In this clause and
roport subcontract awards (see 41 CPR 1-16.804-5 regarding use of Optional Porm 61). Records malntained pursuant to this clause will be
kept avallable for review by the Government until the expiration of one year after the award of this aontract, or for such longer perlods
45 may be required by any other ¢lause of this contract or by applicable law or regulations.

(e) Includa "Utllizatlon of Concerns in Labor Surplus Areas" clause in subcontracts which offer substantial labor surplus area
subcontracting opportunities,

2. The contractor/supplier further agrees to insert, in any subcontract hereunder which may exceed $500,000 and which
contains the "Utilzation of Concerns in Labor Surplus Areas" clause, provisions which shall conform substantially to the language of this
clause, including this paragraph (2), and to notify the Contracting Offlcer of the names of such subcontractors,

P. CLEBAN AIR AND WATER [Applcable only if the contract exceeds $100,000 of [f it ls determined that orders under en
indefinite quantity contract {n any one year will exceed $100,000, or a facility to be used has been the subjsct of a conviction under the

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

Contractor/supplier agrees as {ollows:

1. To comply with all the requirements of Section 114 of the Clean Alr Act, as amended (42 U.8C. 1857, et. seq., as amended
by Pub, L. 81-804) and section 308 of the Pederal Water Pollution Control Act (33 U.&C, 125], et. seq,, as amended by Pub. L. 82-500),
respectively, relating to inspections, monitoring, entry reports, Information, as well as other requirements specified in section U4 and

section 30 of the Alr Act and the Water Act, respectively, and all regulations and guldelines lssued thereunder before the sward of the
contract.

2. That no portion of the work required by this contract will be performed at a facllity listed on the Environmental Protection
Agency List of Yiolating Facilities on the date when the contract was awarded unless and until the EPA eliminates the name of such
facllity or facilities [rom such listing.

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

4. To insert the substance of the provisions of this clause Into any non-exempt subcontract, including this paragraph,

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

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

Contractor/supplier certifies as follows:

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

2. Contractor/supplier will promptly notify Contracting Officer, prior to award of the recelpt of any communication from the
Director, Office of Federal Actlvities, Environmental Protection Agency, indicating that any facility which contractor/supplier proposes
10 use for the performance of the contract |s under consideration to be listed on the EPA List of Viclating Facflitles. .

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

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

Contractor/supplier certifies that it does not and will not maintaln any facilities It provides for its employees In a segregated
manner or permit Its employees to pecform thelr services at any location under [ts control where segregated facllities are malntained, and

that contractor/supplier will obtaln a similar certification In the form appoved by the Director, Office of the Federal Contract
Compliance Programs, prior to the award of any non-exempt subcontract.
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MEMORANQUM QF QPERATING 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 {,lv 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 _Qryx Energy Company, as Managing General Partner of Sun

as Operator to conduct such operations. Operatiné' Limited l3artnership

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 Cperating 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 relinguished 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 Dperator.

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 contro)l of all Operations on the Contract Area as permitted and
required by, and within the limits of the Operating Agreement.

5.2. The 1fability of the parties shall be several, not joint or collective. Each party shall be responsible only for
its obligations and shall be liable only for its proportionate share of 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 oi)l 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. To the extent that Operator has 8 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) All 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) Al1 accounts resulting from the sale of the items described in subparagraph (C) at the wellhead of every wel}
located on the Contract Area or on lands pooled therewith.

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

(F) A1 accounts, contract rights, rights under any gas balancing agreement, general intangibles, eqguipment,
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, 1imited 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) A)l 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) A}l 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.

(I) A} 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 covered.

6.2 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.

(8) A1l fixtures within the Contract Area.

(C) A1l real property and fixtures now and hereafter acquired in furtherance of the purposes of this Operating
Agreement.

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 located,
and in the Uniform Commercial Code records. Al} parties who have executed the Operating Agreement and all farmors and
option farmors who have granted support within the Contract Area are identified on Exhibit A.

On default 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 the 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
law. .
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3.0 Upon expiration of the subject Operating Agreement and the satisfaction of all debts, the Operator shall file of record
a 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 Iile 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 if 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 individua)
signature pages attached thereto needs to be filed of record.

NAME AND ADDRESS

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

By: /mw&;(,@/\—/

Sigdature) = . .
Fsiom uts}teven 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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3.0 Upon expiration of Lhe subject Operating Agreement and the salisfaction 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 Memorangum shall terminate as to all parties who have executed or ratified this
Memorandum. In addition, the Operator shall have the right to flile a continuation statement on behalf of all parties
who have executed or ratified this Memorandum.

10.0 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.

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 if the
ratifying party had executed this Memorandum or a counterpart thereof. By execution or ratification of this Memorandum,
such party hereby consents to its ratification and adoption by any party who may have or may acquire any interest in the
Lontract 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
Ceneral Partner of Sun Operatmg Limited
Partnership

NG YA

Sigdature) =
Rl §teven K. Sinclair

(Type or print signatory's name)

Title: ATTORNEY-IN-FACT

Name:

NAME AND ADDRESS
BTA OIL PRODUCERS

ZJL_

By:
(SSgneture) 4
Name: BARRY“BEAL

(Type or print signatory's name)

Title: Partner

(Insert proper state acknowledgment below)
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Counterpart Signature Pagye

By the following execution, the signatory party hereby commits ilseif to that specific Memorandum of Operating Agreement and
financing Statement dated July 21 ., 19_ 89

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 Signature Paye

By the following execution, the sigpatory party hereby commits itseif to that specific Memorandum of Operating Ayreement and
Financing Statement dated _ July 21 . 19_ 89

NAME AND ADORESS

PACIFIC ENTERPRISES OIL COMPANY (USA)

v o S

gnature)
Name: John E. lLodge
(Type or print signatory's name)
Title: Land Manager

(Insert proper state acknowledgment below)
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Counterpart Signature Page

By the following execution, Lhe sl$\atory party hereby commits Itself 1o that specific Memorandum of Operating Agreement and
Filnancing Statement dJated July 21 . 1989

NAME AND AODRESS

JOE REYNOLDS

P
(Q/»
8y: / /(‘&—-4 ¢ azegtls
(STgpaturej ~_ 7 4
Hame: (/

(Yype or print signatory's name)

NN—

Title:

(Insert proper state acknowledgment below)



ACKNOWLEDGEMENTS

STATE OF TEXAS §
COUNTY OF DALLAS {
This instrument was acknowledged befpre n the Qkié?’day of
Wl . 1989, by _ T 7‘? o
Attorneyfin-Fact of ORYX ENERGY COMPANY Managing General Partner of
SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

MY COMMISSION EXPIRES:

//-1§-9/
e et e Yot et et T
STATE OF TEXAS {
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 }
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 __ day of

» 1989, by JOE J. REYNOLDS.

Notary Public

MY COMMISSION EXPIRES:

DC-17787



ACKNOWLEDGEMENTS

STATE OF TEXAS {
COUNTY OF DALLAS {

This instrument was acknofledged befpre fme on the QQQE?’day of
Ol 1989, b e %? me/z?;/p

Attofneyfin-Fact of ORYX ENERGY COMPANY, Managing General Partner of

SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

MY COMMI SS I ON EXP I RES : -. i .‘ff Notary Fublic. Giate of Texas
- X :..f My Comunission Expires 11/18/91
/]-19-9/ s
oo e e Te e alealaalaalaste alualrale o
STATE OF TEXAS §

COUNTY OF MIDLAND
This 1instrument was acknowledged before me this g day of

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

Shaunde By, olo

Nq}grx Public

SHAWNDA RUPLE
t | Notory Public, State of Texas

- %

MY COMMISSION EXPIRES:

AL TTTITL T LT N
-

Ql 1 / 90 3 Commission 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 {

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

YT



ACKNOWLEDGEMENTS

STATE OF TEXAS {
COUNTY OF DALLAS i

This instrument was ackngw)edged

b;?b je 0 the 92;// day of
2
Ol 1989, vy AT J

Attorne@ 1qﬁfact of ORYX ENERGY COMPANY, Manag1ng Genera1 Partner of
SUN OPERATING LIMITED PARTNERSHIP

on behalf of said partnership.

MY COMMISSION EXPIRES:

P »
o % :
) 8{:‘ > "71 % Notary Public. State o1 Texas
/]19-9/

‘i ‘..: My Commission Expires 11/18/91 %
'

00008 50000000000C0C0000000000C0
STATE OF TEXAS

!
COUNTY OF MIDLAND |

This 1instrument 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 11th day of
August , 1989, by John E. Lodge, Land Manager
on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA), a corporation.

injuzdid;:‘\5l;;1177u4n? X/Lﬁj£:

Notary Pub11c
Diedre Schiemenz Rush

MY COMMISSION EXPIRES:
July 25, 1991

STATE OF TEXAS }
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 acknowlgedged be n the j&&f?’day of
A‘//L// » 1989, by / J{//(J 'ﬂ?} AL ///,L/

Attofneyfin-Fact of ORYX ENERGY COMPANY, Managing General Partner of
SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

MY co;«m ;s I % EXPIRES: (! %\5‘, ;%‘Z}?“Vi?z:’ g
STATE OF TEXAS {
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 }
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 _jz; day of

C&ié /L Qt , 1989, by JOE J. REYNOLDS.
/%gzzg;éag,@tfz ﬂééZLﬁl>”<L/

Notary Public

MY COMMISSION EXPIRES:

12N

DC-17787



EXHIBIT A

TO OPERATING AGREEMENT

CONTRACT AREA AND 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 INTERBSTS

Name and Address

Sun Operating Limited Partnership
c/o Oryx-Eneryy Company as
tManaging Ceneral Partner

P. O. Box 2880

Dallas, Texas 75221-2880

BTA Oil Producers
104 South Pecos
Midland, Texas 78701

Pacific .Enterprises Oil Company (USA)
10 Desta Drive, Suite 500 West
Midland, Te>§as 79705

Joe Reynolds

2333 50th Street
Lubbock, Texas 79421

SUN 9-82

Percentage Interest

50.00%

25.00%

12.50%

12.50%



STATE OF NEW MEXICO
ENERGY. MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF ORYX ENERGY COMPANY FOR

COMPULSORY POOLING, LEA COUNTY,

NEW MEXICO CASE NO. 9784

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.
0 Wkl
et i _Qﬁiiaifnw

W. Thomas Kellahin

SUBSCRIBED AND SWORN TO before me this ]jdbyday of October,
1989.

e s .
cGRfor D BEXANINER STOGNER
My Commission Expires: ' GU et s Division

gw% 2¢ 1993 Dbk >___




EXHIBIT "AaA™T"

BTA 0il Producers ' ~ 12.5%
104 South Pecos
Midland, ?X 79701

Pacific Enterprises - 6.25%
10 Desta Drive, Suite 500 W. E
Midland, TX 79705

Joe Revynolds 6.25%
2333 50th Street "
Lubbock, TX 79421

"y



KELLAHIN, KELLAHIN and AUBREY

Attorneys at Law
W. Thomas Kellahin

. Telephone 982-4235
Karen Aubrey El P‘;:“ 13;;10;:‘ (:::sdalupe Area Code 505
Jason Kellahin Santa Fé New Mexico 87504-2265 Fax: 505/982~2047
Of Counsel
September 25, 1989
;
RECENED
Mr. William LeMay SEP 25 19889
0il Conservation Division '
Post Office Box 2088 QIL CONSERVATIO
Santa Fe, New Mexico 87504 g N DIVISION
’
Re: Application of Oryx Energy Company %

for Compulsory Pooling

Well Name: Antelope Federal Com Well #1.
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. 1In 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.

r

Very truly vours,

W. Thomas Kellghin

WTK/lw
Encl.

cc: Mr. Charles Gray
Certified Mail Return-Receipt

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



1 U.5.G.P.O. 1989-234-555 .

PS Form 3800, June 1985

P 572 125 2ué

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

(See Reverse)

Sent to
BTA _0il1 Producers

Street and No.

104 South Pecos

State and ZIP Code

ZHQHNDQ TX 79701
Postage S
q .25
Certified Fee
-85

Special Delivery Fee

Restricted Delivery Fee

Aeturn Receipt showing

to whom and Date Delivered .90
Return Receipt showing to whom,
Date, and Address of Oelivery
TOTAL Postage and Fees
2.00

Postmark or Date

WTK/Oryx-Antelope Fed
‘ Com Well #1 \Nn
al2*f

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

PS Form 3800, June 1985

P 572 125 249

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

(See Reverse)

Sent to

Pacific Enterprises

16" Be¥ta Drive Suite50

DW

P.0O., State and ZIP Code

Midland, TX 79705

Postage s

o .25
Certified Fee

.85

Special Delivery Fee
Restricted Delivery Fee
Return Receipt showing
to whom and Date Detivered .90
Return Receipt showing to whom,
Date. and Address ot Delivery
TOTAL Postage and Fees 52 .00

Postmark or Date

Com Well #1

WTK/Oryx-Antelope mm@

it

#U.8.G.P.0. 1989-234-555

PS Form 3800, June 1985

P 572 135 250

RECEIPT FOR CERTIFIED MAIL
NO INSURANGE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

Sent to

Joe wm<sonm

55395 50th Street

POr 81t sa¢Moa$x 79421

Postage S -
. 25

Certified Fee .85

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

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

TOTAL Postage aru Fees $

Postmark or Date ]
WTK/Oryx—-Antelope Fed
ComWell #1 \ / ~ W“.

a(>>




0 SENDER: C

to and the dats of delivery. For a

chac
1O.r ge}essggw 1o whom delivered, date,

Smplete items 1 and 2 when additional se(vlées are desired, ave -

3end & " AN TO" Space on the 1aversa side. Failure to do

t your address fn (08 R ill provide you the name ol t

Z:rdymm being returned o Yot Thiﬁrﬁgmerg: tl ; fca>ec;'$vmg services are avaiiabilo. Tonsult pgstmaster
itional servicals) raquasted. .

oxlos) for ed g ter and addressee’s address.

this will provent this
m}!.: rsgnde“vered

.0 Resilictad Dalivery
2 - (Extra charge) -

(Extra charge)
{737 Article Addressed to: .
‘ Joe Reynolds

; 2333 50th Streed;

' Lubbock, TX 79451

J,

Com Well #1

WTK/Oryz~Antelope Fede:alr

4. Articla Number
P 572 125 250

Type of Sewlce:

[.-.v] Registerad D tnsured - -
f cop oo

T cortted ‘[[] Return Receipt

[ express Mall for Merchandise _

Always obtain signaturs of addressse .
or agent éind DATE DELIVERED. -

— Addressee’s Address (ONLX:if
5. Signature — Address 8 f o fe oty
X V P . .
6. Signajure — Agentc/ /v/ v N
X [1pche 4 afC
7. Date of Delive
=2/ E

7S Form 3871, Mar. 1988 * U.S.G.P.0. 1986-212-865

~“DOMESTIC RETURN RECEIPT

3 and 4.

Extra charge)

. SENDER: Complete items 1 and 2 when additional services ate desired, and complete items’
Put your eddress in the "“RETURN TO" Space on the reverse slde. Failure to do this will prevent this
card from being returnad to zou. Tha return receipt fea will provide you the name of the person dslivered
tq and the date of delivery. For additional fees tffe follo wing services are available. Consult postrmaster
ror,Ees and chack box(es) for additional service(s) requested. )
1. Show to whom da!iv?red, date, end addressea’s address.

- 2, 0O FRestrictad Delivery
( charge)

3. Article Addressed to:

BTa Oil Producefs
104 South Pecos

Midland, Texas 79701

Well z1

WTK/Oryx~Antelope Fed. Com

4. Article Numbar
P 572 125 243

Type of Servite:
Registered ‘nsured
&] certitied (O cop
O Express Mal D Return Recel

for Msrchandise
Always obtain uignaturg of addressee
or agent and DATE DELIVERED.

5. Signature — Address
X

8. Addressec’s Addrass (ONLY if
requested and fee paid) - -

6. Signapure — Agent

X /9w /4L2Z~&

7. Date of Delfery
A

t

WK /[\va;ﬁh;g]nn-\ b

PS Form 3811, Mar. 1988 * U.8.G.P.O. 1988-212~865

DOMESTIC RETURN RECEIPT

P % N I i1

-

3end 4.

A =3 - SA |49 3 : : - ;;7
SENDER: Complete items' 1 end 2 when additional services are dasired, ahd complete ems
Put your address in the "RETURN TO’* Space on the reverse side. Failure to dc i
. 0 this wil
;:ard féohm being returned to you. The return receipt fee wili pravide you the name of the \;rlsgra;:mexgg
0 end the date of delivery. For additional Tees tge Tollowing services are availeble. Consult postmastor
Yor fess and check b—oxies) for additiona) service(s! requested. )
1. [ Show to whom daliverad, date, 3nd addregsee’s address.
charge

2. O Restricted beli\iery
- (Exira charge) - .

3. Article Addressed to:

Pacific Enterpfiées

3. Article Number
P 572 125 249

10 Desta Drive, Suite 500w T p,:o,f’serd * [ irsured
. 8t .
Midland, Tx 79705 g c:itﬂ::— ?;md '
' Expross Mail (] ety Receipt
Always obtain slynsture of addresses
‘ or agent and.gia TE DELIVERED),
5. Signature — Address 8. Addressea’si Address (ONLY if
requested and fee paid)

Lot ﬁ -
C 7

X, . .

7. Data of Delivery
SEP 291088

(V4

PS Form 3811, Mar, 1988 ..

* U.8.GP.0. 1588--212-865

DOMESTIC RETURN RECEIPT
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ORYX ENERGY
ATOKA TESTS SURROUNDING SECTION 27—-225—-34E
ANTELOPE RIDGE AND OJO CHISO FIELDS

LEA CO., NM
ECON PROD
33.3%
50% 16.7%

D&A/MARGINAL NOT TESTED

12 ATOKA PENETRATIONS 973




ORYX ENERGY
MORROW TESTS SURROUNDING SECTION 27—-225-34E
ANTELOPE RIDGE AND OJO CHISO FIELDS

LEA CO., NM




