
STATE OF NEW MEXICO 

DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION COMMISSION 

 

 

APPLICATION OF MARATHON OIL 

PERMIAN LLC FOR COMPULSORY    Case No. 21273 and 21274 

POOLING, EDDY COUNTY, NEW MEXICO (De Novo Case Nos. 20865 

and 20866)      

 

 

BTA OIL PRODUCERS, LLC’S  

PRE-HEARING STATEMENT 

 

 BTA Oil Producers, LLC (“BTA”) submits its Pre-Hearing Statement pursuant to the rules 

of the Oil Conservation Commission. 
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        dhardy@hinklelawfirm.com 
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        dblanco@hinklelawfirm.com 

 

INTERESTED PARTY     INTERESTED PARTY’S  

ATTORNEYS 

 

OXY USA, Inc.      Michael H. Feldewert 

Adam G. Rankin 

Julia Broggi 

Kaitlyn A. Luck 

Holland & Hart LLP 

Post Office Box 2208 

Santa Fe, NM 87504-2208 

Phone: (505) 988-4421 

mfeldewert@hollandhart.com 

agrankin@hollandhart.com 

jbroggi@hollandhart.com 

kaluck@hollandhart.com 

 

STATEMENT OF THE CASE 

 

 In Case No. 21273 (De Novo Case No. 20865), Applicant Marathon Oil Permian LLC 

(“Marathon”) requests an order pooling all uncommitted mineral interests within a Bone Spring 

horizontal spacing unit underlying the S/2 N/2 of Section 12, Township 23 South, Range 28 East 

and Section 7, Township 23 South, Range 29 East in Eddy County. Marathon proposes to dedicate 

the 320-acre horizontal spacing unit to the Valkyrie 12 SB Federal Com 13H well. 

In Case No. 21274 (De Novo Case No. 20866), Marathon requests an order pooling all 

uncommitted mineral interests within a Wolfcamp horizontal spacing unit underlying the N/2 of 

Section 12, Township 23 South, Range 28 East and Section 7, Township 23 South, Range 29 East 

in Eddy County. Marathon proposes to dedicate the 640-acre horizontal spacing unit to the 

Valkyrie 12 WXY Federal Com 1H, Valkyrie WA Federal Com 3H, Valkyrie 12 WXY Federal 

Com 5H, Valkyrie 12 WD Federal Com 2H, Valkyrie 12 WD Federal Com 4H, and Valkyrie 12 

WD Federal Com 6H wells. 

mailto:mfeldewert@hollandhart.com
mailto:kaluck@hollandhart.com
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 Pursuant to a Joint Operating Agreement (“JOA”), BTA is the operator of the acreage 

comprising the N/2 of Section 7 and the NW/4 of Section 8, Township 23 South, Range 29 East 

(the “Ochoa Acreage”).  BTA acquired its interest in the Ochoa Acreage before Marathon acquired 

its interest in the proposed horizontal spacing units that are the subject of its applications. BTA 

plans to fully develop the Ochoa Acreage, controls 100% of the interest in its Ochoa Acreage, does 

not need to file a pooling application to develop the acreage, and is ready to commence 

development. Because Marathon’s proposed well locations directly conflict with BTA’s ongoing 

development plan for the Ochoa Acreage, the granting of Marathon’s applications would impair 

BTA’s correlative rights. Granting Marathon’s applications would also render BTA’s JOA 

meaningless, which is inconsistent with New Mexico’s preference for voluntary agreements.    

 Further, BTA is an experienced and prudent operator, and BTA’s plan for developing its 

Ochoa Acreage is superior to Marathon’s plan.  BTA’s development plan will more efficiently 

recover the reserves underlying its acreage, while Marathon’s proposal includes unnecessary wells, 

fails to fully develop the Ochoa Acreage, and strands 80 acres in the S/2 NW/4 of Section 8. 

Marathon’s plan would consequently impair BTA’s correlative rights and result in waste. 

BTA is also able to timely locate wells and is ready to commence drilling operations. The 

BLM has already approved BTA’s well sites, and BTA has continued to spud wells in New Mexico 

during 2020 and has active rigs available. In contrast, Marathon has stated that it has suspended 

drilling activity in the Northern Delaware and has released its rigs. Because BTA plans to 

commence drilling once this case is resolved and Marathon does not, granting Marathon’s 

applications would result in waste and impair BTA’s correlative rights. 

Denial of Marathon’s applications is further warranted because Marathon failed to 

negotiate with BTA in good faith prior to seeking compulsory pooling.  
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In addition, in Case Nos. 20410 and 20298, the Division rejected attempts to preclude 

operators that held 100% of the working interest in their units from developing their acreage. In 

Case No. 20410, the Division denied OXY USA, Inc.’s (“OXY”) motion to stay administrative 

approval of drilling permits issued to Murchison Oil & Gas (“Murchison”) when Murchison 

controlled 100% of the working interest in its 1-mile laterals and OXY sought to develop 2-mile 

laterals.1  Similarly, in Case No. 20298, the Division denied Catena Resources Operating, LLC’s 

motion to suspend Mewbourne’s drilling permit when Mewbourne controlled 100% of the working 

interest in its proposed spacing unit.2 The issues presented here are analogous, and the Commission 

should similarly deny Marathon’s applications so that BTA can develop its Ochoa Acreage.   

PROPOSED EVIDENCE 

WITNESSES    EST. TIME    EXHIBITS 

Willis Price    20 minutes    9 

(Landman) 

 

Britton McQuien   40 minutes    10 

(Engineer) 

 

Nick Eaton    20 minutes    4 

(Engineer) 

 

 BTA reserves its right to call a rebuttal witness(es) if appropriate. In accordance with 

19.15.4.13.B.2 NMAC, copies of the exhibits that BTA proposes to offer in evidence at the hearing 

are attached. 

PROCEDURAL MATTERS 

 BTA is not aware of any procedural matters to be resolved prior to the hearing. 

 

 
1 See Order No. R-20430. 
2 See Order No. R-20467. 



5 
 

Respectfully submitted, 

HINKLE SHANOR LLP 

 

     /s/ Dana S. Hardy 

     Dana S. Hardy 

     Dioscorro “Andy” Blanco 

     P.O. Box 2068 

     Santa Fe, NM 87504-2068 

     Phone: (505) 982-4554 

     Facsimile: (505) 982-8623 

      dhardy@hinklelawfirm.com 

      dblanco@hinklelawfirm.com 

Counsel for BTA Oil Producers, LLC 

 

CERTIFICATE OF SERVICE 

 

 I hereby certify that on this 6th day of August, 2020 I served a true and correct copy of the 

foregoing Prehearing Statement on the following counsel of record by electronic mail: 

 

 

Deana Bennett 

500 Fourth St. NW, Suite 1000 

Albuquerque, New Mexico 87102 

(505) 848-1834 

deanna.bennett@modrall.com 

Counsel for Marathon Oil Permian LLC  

 

     

Jennifer Bradfute 

Senior Attorney 

Marathon Oil Company 

5555 San Felipe Street 

Houston, TX 77056 

(713) 296 2027 

jbradfute@marathonoil.com 

Counsel for Marathon Oil Permian LLC 

 

Michael H. Feldewert 

Adam G. Rankin 

Julia Broggi 

Kaitlyn A. Luck 

Holland & Hart LLP 

Post Office Box 2208 

Santa Fe, NM 87504-2208 

mfeldewert@hollandhart.com 

agrankin@hollandhart.com 

jbroggi@hollandhart.com 

kaluck@hollandhart.com 

Counsel for OXY USA Inc. 

 

 

 

 

 

 

 

 

 

 

 

 

 

/s/ Dana S. Hardy  

Dana S. Hardy 

 

mailto:deanna.bennett@modrall.com
mailto:jbradfute@marathonoil.com
mailto:mfeldewert@hollandhart.com
mailto:kaluck@hollandhart.com
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TIME LINE - BTA – MARATHON – OCHOA
N/2 SECTION 7 AND NW/4 SECTION 8-T23S-R29E-EDDY COUNTY, NM

03/01/2000 Federal Oil & Gas Lease USA-NMNM 103879 to Yates, et al, dated effective 03/01/2000, covering Lots 1, 2, NE/4,
E/2NW/4 (N/2) of Section 7-T23S-R29E-Eddy County, NM, and Federal Oil & Gas Lease USA-NMNM 121951 to Yates,
et al, dated effective 05/01/2009, covering NE/4 Section 8-T23S-R29E-Eddy County, NM, among other lands. The
above leasehold was owned by Yates Petroleum Corporation, Abo Petroleum Corp. Yates Drilling Company, and Myco
Industries, Inc., and is subject to a voluntary Operating Agreement, naming Yates Petroleum Corporation, as
Operator, effective on the date that the first Oil & Gas Lease described above was taken.

07/21/2010 Yates Petroleum Corporation drills and completes the Culebra BLV Federal #1H, a horizontal well producing from the
Delaware formation. The Yates – Culebra BLV Federal #1H was committed to Communitization Agreement approved
07/15/2010, effective 07/15/2010, covering the N/2N/2 of Section 7 and the N/2NW/4 of Section 8-T23S-R29E-Eddy
County, NM.

10/06/2010 The name of Yates Drilling Company was changed to Oxy Y-1 Company.

12/20/2011 COG Operating LLC drilled and completed the Road Lizard 5 Federal Com 2H producing from the Bone Spring
formation on a 280 acre unit covering the SW/4NE/4 and W/2SE/4 of Section 5, and the W/2E/2 of Section 8-T23S-
R29E-Eddy County, NM.

07/24/2013 RKI drilled and completed the Longview Federal 1 21H, 12 2H, 12 4H, 12 13H, and 12 15H producing from the Bone
Spring formation on units covering +/- 800 acres, being all of Section 1 and the N/2N/2 Section 12-T23S-R28E-Eddy
County, NM.

11/01/2018 ASSIGNMENT AND BILL OF SALE – FROM EOG RESOURCES INC. (SEPARATELY AND AS SUCCESSOR BY MERGER TO
EOG Y RESOURCES, INC., EOG A RESOURCES, INC. AND EOG M RESOURCES, INC.) TO BTA OIL PRODUCERS, LLC,
COVERING ALL OF EOG’S INTEREST IN THE N/2 SECTION 7 AND THE NW/4 SECTION 8-T23S-R29E-EDDY COUNTY, NM,
CONTAINING 474.11 ACRES, AS TO ALL DEPTHS, AND INCLUDED ALL OF EOG’S INTEREST IN THE CULEBRA BLV
FEDERAL #1H. THE CONVEYANCE WAS MADE SUBJECT TO THE VOLUNTARY OPERATING AGREEMENT WITH EOG
RESOURCES INC., AS OPERATOR, COVERING THE 474.11 ACRES AS TO ALL DEPTHS.

BTA OIL PRODUCERS, LLC



11/01/2018 BTA OIL PRODUCERS, LLC AND OXY Y-1 COMPANY ENTER INTO RATIFICATION OF OPERATING AGREEMENT WHEREIN
OXY RATIFIES THE VOLUNTARY OPERATING AGREEMENT NAMING BTA OIL PRODUCERS, LLC AS OPERATOR, AND
CONFIRMING THAT THE VOLUNTARY OPERATING AGREEMENT COVERS THE 474.11 ACRES DESCRIBED ABOVE AS TO
ALL DEPTHS AND STIPULATES THE INTEREST EACH PARTY OWNS UNDER THE VOLUNTARY OPERATING AGREEMENT.

02/07/2019 BTA obtains management approval to drill the BTA – Ochoa 8703 Fed #1H, #2H, #3H, and #4H. The well
surveying was conducted on 02/25/2019. Survey plats were received on 04/23/2019. BTA requested BLM onsite
meeting by filing the Notice of Staking on 05/01/2019.

05/01/2019 Assignment of Oil & Gas Lease filed from Oxy USA Inc. to Marathon in N/2 Section 12-T23S-R28E-Eddy County, NM.

05/16/2019 BTA/BLM onsite meeting for the Ochoa 8703 Fed #1H, #2H, #3H, and #4H held at the proposed surface location.

06/26/2019 BTA filed Application for Permit to Drill with BLM for the Ochoa 8703 Fed #1H, #2H, #3H, and #4H wells.

07/08/2019 BTA sent well proposals to Oxy covering the Ochoa 8703 #1H, #2H, #3H, and #4H wells in the N/2 Section 7 and the
NW/4 of Section 8-T23S-R29E-Eddy County, NM.

07/12/2019 Marathon sends well proposals to BTA for fifteen (15) wells being the Valkyrie 12 Fed Com #1H through #15H in
Section 12-T23S-R28E and Section 7-T23S-R29E-Eddy County, NM.

07/25/2019 BTA and Oxy enter into a Letter Agreement providing that the election on the BTA Ochoa well proposals is due thirty
(30) days from notice from BTA of receipt of an approved application for permit to drill for each well.

08/28/2019 BTA sends notification of the Ochoa Development Area since the Ochoa #1H, #2H, #3H, and #4H wellbores will be
within the Potash Development Area in the N/2 of Section 7 and the NW/4 of Section 8-T23S-R29E-Eddy County, NM.

10/10/2019 BTA sets up and meets with Marathon in Houston to discuss BTA’s plans to develop its Ochoa acreage.

11/12/2019 Marathon sends notification of Marathon’s Valkyrie Development Area covering the proposed Valkyrie wells in the



N/2 of Section 12-T23S-R28E and Section 7-T23S-R29E, Eddy County, NM.

11/15/2019 New Mexico Oil Conservation Division hearing in Santa Fe on the on the Pooling Application on the Marathon Valkyrie
wells in N/2 Section 12-T23S-R28E- and N/2 Section 7-T23S-R29E-Eddy County, NM.

12/03/2019 BTA objects to the Marathon - Valkyrie Development Area covering Section 12-T23S-R28E and Section 7-T23S-R29E-
Eddy County, NM, by letter to James Rutley with the BLM.
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under the fortn of olt and gab lease attachecl as &hibit 'ts". A! to o:ch tnterest the owoen sbdl re-
ceive r.o,yalty ou Inoduction as BreEcribed ln the lorm of oil andl gas lease atkcbed bereto as &clibit
.BD, Sucb party shall howeve, be sUbject to all ot tbg provlslons of this agree|aent relatbg to le6sees'

to the 6:tent that it orms the Iessee inteEst.

B. Irrtegt of Parffes ia Ccis anil Proiluction:

ft&lbi! *A" lists all irf tlre partl€s and, tbefu r€qpective percentage or fractlonal iuterests rmiler tlrls

eseerdeot, Unless chaaged by stber prdviSoas, all cdsts and. Uabiti6es incunad ln operations undcr . ;

ihir 
"gt"m"tt 

o"rtl.be lprne and.p.aid. and all equqtnelt aad $aterial acquted.i! oBerations on the '

coDrract Area sha1l be owaeil by itie paitieg Ss {ieir inleregt are shova in &rhlbit (.{'. Atl produc- i
tlo:r of oil and gas &om tire Contmet ere4 subiect to the daynent of leseot's roy.alties r+blc}*ruill+q
&eFEs$F{b€-Jerntt +€€€ititii shall ir.o be imneil by the parfies ln the sane marber alur:lrg tJ16 terraj
hereof; prsvided, hovte"er, this shsll not be ileemed arr assignraEnt or cross-assignmeut of interests eov-

eretl bereby.

ABIICLE IV.
I'IIT;EE

.A- Titlo Erarrrinaiioa:

Title er.arrdnadon shalt be matls on the alrtllsite of any Scoposect well prio; to commenceneIlt of

drilllng operations o& if thg Driillng Palties so request, titte elraeinauon ib,6l1 be matle o:r the teasos

anV6r oil ?nrl gas iaterests bcluile4 or plsna€d to be tacluded, ia the dritling usit arcurd sucb well,

tlee opinion will inctude the orrue;sblp ot the $rorking interest, niaerals' &valtyr overddng royalty

and productio! peyneots uadeS the qrpllcable leases.: At fhe time a rrell is ltroposed' each partf. con-

tribusngi leasec and/or oi1 ard 6as bterests to t}re dliusite, or to be toclucleal in sucb dril]lng u!it' shal
fltrjxith to Olerator a]l abstrasts (tncludiE Federal I€ase Status SsPorts), tfle opintom, title papans

aad curative material in'its Bos5ession free oi charge. AII suc$. iniormstion llot in tJre poslcscioo of or

made avellBble to Operatirr by tbi padies, but lecessary for lhe sanination ol title. shall be obtained

5y Operator, Operator shall cause tittu to te sxamined by Bttomeys otr its staff or by oubidle attornE's.

Copies od all ttttre opintonr shaX, bs furnished to eacb pafty hereto- :Ilhe cost inquteal by Operator in
this title prcgran 3hal1 be borae as'follows:

.prelim{nanr. sltp$f€rEental shut-ia gas sbali be s

'!art of the "C,'and, sball not be d rtirect cbatgq wbetb€tr
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E' Optiou No. 2: Costs itcdlleil by O(rerator in procuring atatrac'ts aud lee6. pald outdde ettor'ney.s

s1 fUe exanrina6on (includl2g pelioiuery, supplenental, shut-ia gas royalty opinions anit dividon

oriler title opiDjotrs) sha[ be bonre by tbe Drilling Parties in the.proportidu tbet the interest of eacb

Driffinc partv beari to tbe total intercst of aU Driltns Pa1B* as mch interests appear in n"?'i?'it "A".
Ope5atol "hai1 

*"Le.uo cbarge for servies rendlered by itg Etaff attomeys of othef persoDnel in the

ot the abo-ve fitnctiglls.

Each parfy sha]l be reopoasibte for securing curative natter and pooling arneudmests or adIeeE€nts

requbed, in coEeeiion llrttlr leases of oil anal gas lnter€sts contrlbutecl by such Palty. fhe Operetor stralf be

reqponsible for tbe preparbtion and recording ot Pooling DesiSnatios or Declalations a$ rpell as the

cordust ol bearbgs before Gqvef[mental Agencres for tbe seorring of_sqacing or poollng oEderl$' Thie

shall not li€veot any piuF fton appearing on its own behalf at aly sncb hearjDg.

lto .well shall be &illed oa the Contract Area until after (l).the title to the dhilsite or ddning ullit
has b€eu e:raEbed as above provided, andt (2) the title bas been approved by the exanlni:ag attorney ot.

tige has beeo accepteit by a1 of the pardes who are to particiBate in the clrillir6 o! the rrell i

B. Iss o! lfitle:

' t. Faflure of Title: Should a[y oil anil gas interest or ieasg or interest therei:q be lost throu6h

faifqr. ot ti6e, wUicftloss resrlts in a.reduction ofinterestfromthatsbownonE:<bibit"A'i'thisagree-
amt, neverllietess, shall contlnue !:r lorce as to all renalning oil arcl gas leaseg and in-t€r$.ts, ald ' .

(a) the Barty \rhose oil aaal gas lease. or iltelest is affected by tbe titJe failure shall bear alone

the en$re loss anC li shall lot be entltled to recbver trom Op€rator or tibe otler Paraes airv detleloFE€llt

-2-
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o! operattui costs wbich it may baee tberetofore pald, but there shall be no monetary liability'or its
part to the other Bartiei'bereto for drilling'aleeelopment, operatind or otber similar msts by reason'bf

sllch title fallure: and
(b) There sAdU Uo no retroactive adjusbleltoi.ex:pensesbc-r:rredorrevenuesreeelvedfrototbe

opera6dr of tbe lnterest rrhlch hu be! lost, tiut the interests of the parties sball be rcvlseil on aD acr€-

age basis, as ol the time lt is tlete'rmined filaUy ahat title lallute has ocqutred, m that t}re iaterest of
the psrv whose lease or,iaterest is affect€d by ihe tlue f,ailure wiu ther€afte! be reduoed in the qoEtract .

Area by tle amor:rrt of tbe int€rest lost; and.
(c) $ the proportionate inter€st ol tbe otber Bartieshereto.ina:ryBroducingwellthetretoforedtllled

on tbe Con6act Area ts increased by reason of the tiile failurer tbe parf whose tille bas failed sball

r€ceive tbe pmceeds aftriiutable to the'iacrease in such iater6sts (less costs anal bu*teDs athibutable
theneto) uotl it haq been reimbursed for unrecovereil cosF paid W it in coanectiqn 1vith sucb EreUi

atrd
(al)' Sboufd any perso.n |rot a !.alty to f.his agFeery!€nt" wbo is detdrarined to be the owDe! of atry in-

terest in the tiue which has falle4 pay in any manner any Fart of tbe eost of oleratlor' ale$elopment,

or equipaeat, such amount <h2ll be paid to the party or Frties rllho bor€ the costs whlch are so rtfund-
etl; and

(e] Arry liability to acsut to a tfiird, party for prior productio of oil and gas whiclr arises by;
reason ot tit]e fallure shatl be bonre bi'the party orp-artiesinthesameproportionsinwhichtheysharedf
in such prior ploaluction; arrd , J

(t) No charge shall be made to the joint account for legal expenses, tees or salar:leq ia contrectio|t

witb tlre defense oJ ttre iirterest claimed by any pallr heretq it belng the iafeatio* of the pafties

hereto that each slrall defend title to its tnter€st ad bear all exlerses in coanectlon therewith.

2. l,oss.by Non-Payment or Effon€ous Pavment of Atngunt D[e: If, tbough uistake or ove$igbq
aay r"rtat, sUut-in wett plra"nt, niqirnuh royaliy ot r.oyalty 4yoeot is aot paid or is e$oBeously
pa14 anat as a result a lease orinterest ttrereln terniuateq thore ii"n be uo moaeFqr liabi[ty agaiDst

the party who faileit to make sucb payremt Unless the pa*y'qrho faileil to make the reguired Baynent
seflE€s a aew le.rse cogering i1e same itxtefest rrrithin nineqf (90) days fron the discovery ol tbe fail-
ure to make poper payneot, which acquisitlm will not be subject to Article VIILB., tlre iatenests of:

tJre Barties sha]l be revised os an adeage basis, effectiyL as oJ tl1e dste ol telnirution of the lease il-
volved,. aril the party who &Jled to make fEnper Dqfn€nt will no louger be credited wltb a! intetr€lit:r
+be contcact Area on aeeount of onrsersldp of tbe lease or iDt8rest which has te[Filated- In tbe event

the party rpho failed to rnake the reqr:lred paymat shall not b4ve been JuIy retraburse4 at tJle time of

tbe loss, froq! Ute proceds ol tbE sate of ot1 ald gas 'atkibutable to the lost interest cElcr:lateal on an

acreage basis, fga, the tlevelopment and operatiEg costs therEtolore paid on acco&t of suclr iltErest, it
shall be r€iubursed for uor€covered, actual costs theretofole paiti bf it (but not for its shge ol tbe

mst of aEy {"y.loi" prerdously itrilled. or wells previousiy abando4ed) ftom so nuch ot tbe following '

ae is neceesaiy io effe* ieimbursene[t:
(a) Prooeeils od oil and, gas, Iese opecating q{reuiies, tlref€tofoE acclued to the medlit of the 1o$

interest, on a! acf,eage basis, up'to ttre esount of urrecovereal costs;

(b) Proeeeds, lesg oBerating ssX,enres, tlrereafter accrueil ,attributible to 'the lost interea't on an

acrea6e basis, of that portioE oi oil +nd gas th€r€af,ter produceal anal narlreted (exeludiag Broductlon

ftom a::y wells thereafter t6ilted) which, in lhe absence of such lease teruinatioD, wodq be attributable

tO tJre lost int4fest on aD asr€age basis, up to the 4mount of uuecovered costs, the proceeds ol Eai'l

porton o! the oI1 aad gas to te contributee by the other parties in lroportion to their rcspective i]1-

tercsts; end
(c) ADy moriies, up to the anouat sJ unreconered ccsts, t'bat may be paid by 

-any 
party wbo 'is' or

lepmea tlre owD€c'otrthe id€restlosg for the prlvflege of particiBattng in the Conbact Area orbe'
goohg a party to this age€laent.

3. Oilrer to6s€s: All losses irocurreh, other tba! those 6ei fortb in Atticles MB.L and fV.B.2'

above, shall rxot be coDsldefea JEilure ol tltle but sball be joint losses ancl s]rallie borae by all parties

in pmportion to their ilt€restr. There shall be no.rea{iqsbent ol intere6ts in the renataing portion of

thi Coritcact Area.

ABfliI,E V.
. OPEBATOT

3- DBSTGNA1TION AND BESIONSIBILITIES OF OPEBATORI

::Ags gE:[EOIlEgll CoRPoRRstroN,1os SoEth 4tll streetr ertesial Nlt 89210 be tbi
operator of t^he Contract A.rea, oil sbirll coniiuel e:rd direct anit have full control of all op€ratlor:s orr

the Contract Area ae peleitteat ard tequir€d by, and wtthin the ltnits o{ Uds agleenelrt $irball con-

duct all *rdr operaf,ions ln a gooal aad. worhanltke EaDner, hrt it shatr have no liabilitY'as OPqator

to the other parties fe losses sustafoed or liabilitiee insu$ed" e:<cept such as :r€i' result fro4 gloss

&
,1.,

Ir
i

!€gligence or willful miscouduc4.

-8-
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B. Eesignaiion or Removal of Oireratpt aad Setoction of Stecossc:

1. Resigtation ot Rerdoval of Operator: Operator may re8ign at aly time by givhs Writt'en notlce

tnereot@ gs iegar er.i$&nce, no longier oqroa an intertstin thE

Conbaet area, oi is .no longer caBable of servlng as Operator, it shall cease to be operator ltithout s:ly

action by Noa-Opet?tor, e<cept tJee seleetion ol a succeisor. Operator may be renoved' if lt fals oI

retuses io carry out lts duties hereuader, or becom.es insolient, bankrupt or is placett in rteceiverstritr\

by the alfirnative voto of-iwo (2) or hore No!,-Ope':ators owniag a majorlty infere-st.bssed on owDe!-

,f.ip as sfrot"n on trlxhlbit.ll|'', and not on tle nurrber of palties rEnaiDing aft€r excludirg the voting

iaftect of Operatoa Such resigpation or ienoval shall not become etfective unfil i:00 ddock A.M.

on the lirst day o{ f}le calenitar morit[ foltrowing the expirati,on of uinet5r (90) days aJtEr tbe giviig of

noticti ot r.esignation by Operator or scfion by the Non-OperatorE to reoove Operator' unlesg a succ€sssr

Operator bas been seled,tect a.nd assunes the duti€s of OFerator at an earlier date. Opelator' after effect'

tve date of redgnatton or reroosal" shatr be boynil by tJrc terms hejeof as a Non-Opetator. A change o!

a cortror?te name'or stEuch[e o! Operator or.transfer of Operatot's illter€st to aly snogle arb$dlaryt

par€;t or successor cotporation shall nbt be the basis ior remc!,al of Otrtsator.

2" Seleottm of Successor Op€rator: Upon tjle laqignation or renoval of dpetator, a successor OB-

erator @ The succesior opetaior sball beselect€d froa t'he parties owning

an interest in tbe Contract Area at the timo such succecsor'Operator is selected' ff the Opetator ttat
is renovect fails to vote or votes only to suceeetl itseU, .tbe $lccesso! OBerator sball be selectett by ihe

eftilmatiee vote of iwo (2) or more partles ivning a majority loterp-s! based on owaership as ghown

on Exhiiit t..d', and not on the number oi psties rEmaining after e:<cluding tbe votLtg intelest of the

Operator tJlat was re&oved.

C- Enploy'ees:

Tire anrnber of employees,used. by.Opefator in eoaducting operations hereundler, thelr selection'

anil tbe haurs ol labor anal the c,oupeosatim lor servlces perlorne4 shau be deteroineil by Operator'

aud'all such €dFloydes ShaU be the eurployees od Oper:atm.

D. 'DriIiBS Coatracis:

All wells ibilled on tJre Contract Area sball be drtlled on a competitive contract basis at.the usual

rates pr€vaililg irl the arca. If lt m ilesires, Operator rnay ertploy tts own tools and equipmat ia the

ariiueg of lveuq but its cbatges thereJqr shall nst q<cted the prevailin8 Tt= t" t]re area aatl the rate

of suq4 chalg€s shall. be ,agFeed upo! by the,parties in wliting before drilling op€raiions are cem-

ro**d. and such work shall be performed by Operator unater the sirme terllE and conditions as are

*rt"*"o and usual in the area iJt confuacts of forilependent contraetoas who are doing worh of a sim-

ilar, natule.

aBl[Icl,E vf,'
DnII.IJNG AND DEYEIPPME}III
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B- Subscquent Operations:

1. proposacl operagons: should any party hereio desire to drttr any well 9D the conkact Area

ottrer tnETEE6EiioitE for tn Arttcle VLA-, or to rework,. deepen or pllg back a dtlr hole dlilled

at the joint expen6e o! all parties or a well joiltly owaed by ali the partks and aot tbeu proiltctng

in pavins qo-titi.,,. the pa'ty .t€8irin8 to driD, ret,vork' deepen or plug back such a well sba]l glve the

ot}er palties writtet notice ot t5e pmposea operation, sp€glfyrng the mrtt to !e pedormed' the loca-

Uon. proposed depth. objective formaiiou ani! tlreestipatedco6toftheopesatisn' lfhepartiesreceiv-

Ug ntcfr-a aotic€ shall have thlrty (30) days aXter reci:ipt of the aotice witihin wbtdr to notifu the

pities wisbng to io the work rrhettrer they iilect to pardeilate iri the coist of the proposed olrration'

ir a.aoi11ioc rig is on tocation, aotice of Btoposal to regork, plug bec& or drill deeper may be given

ty er;pr.t" .oa ut respoase Beriod sbau be limited to fo*y-eisht (48) hours' e*clusive qf saturday'

Sunday- or legal holialays, Failure of a party receivjnE such llodcg to r€ply wiihin the p€8tod aboqe fixed

shall consh'tute e EleEdor:. by ttlat.paty not to partlcipate tn tbe cost oI tbe proposed oBeration' Anlt

notice or req,onse given by tele!*tole sball be prompfly cc'dblned in rritillg'

2.operahonsbyLesstbanAllFa'lti€EilfanypartyreceivipcsrchnoticeaspmvidedinArtigle
vI3.1. or "ri-LEl. elects 'lot6-pffitPiEEE the proposeat ope"ation, then, in.ortlea to be entitlecl to

.the. bene{its of this article' tue party or parties sYi]le tbe notice and sucb ot'b€r parties as shall elect

to Eaticipats in tJ:e oleradon JtAl gyittri" sixty (SO) als1rg aft€r'the ecryiratiool of tle notlce Berlod oi

u"ry t{,ii days (or as piompry as possible afteg tbe expiration of the fortv-elght (48) hour pertod

|f; it- ;fl$*; rU is- o11. ication, as tue case 111ay be) aefta11y oo@ence vork oa the proPosed

'oneration and complete it witi due diligence. operqtor Eban perlorm all qork for the accorat of the

L"**t'ilJ p*ti*: providea, however, if no ari:ri:rg rig or other equipment is oa locadon' an'l tf op-

erator ii a Non-Coasenti:eg PaEtL the Conse11;Bg Palttes shall etthec: (a) request Op€Eator to lerfolm
the work required by such BtoBo*a operation for the account of the Conseudng Parties' c (b) desie-

nete one (l) of tbe Coosential Parties as Operator to p€rlosm such vork CoDseuting Padies' xtben

conductiagl operations on tlre Contract Ar€a p$suant to this Artide \tLB3., shdl coflrply qdtb' all terps

and conctitions ot tbis 8gleelseNrt , j

II less tbg:r aI palttee approne any proposed operation, the propo3iag party, inmeduateiy afler lle
.r.plt"U* oi tt" applicable notice perioe, sh811 advise tJre Consenting Parties o! (a) the troial ioterest

ot ttre parties approviag 'such operatioa, ad &) its tecoumetldatioD as to whe.tler the consenting Par-

ues should proceed $rith tue ohrauon'as prcposed. Eaeh Consendng Party, wtthin fo*v-eight (48)

bours (er<cl8ive of Sahrtalay, Sota.V o. tegaf holiatays) after receiit of anch ugticg sheU a'lvlse tbe

ploposing parft of its desire L (a) li4lt participation b tuch Bart/s iEterest 3s sborpn oa &hiblt *'{"

o" iU ""oy 
its prolortionat€ pari of Noa-Consentin''Pardes' interesi. The proPosing pgty' at its

"t""uin, -rv 1;;ltnaru* such prcposal iirhere is iDsufiicient palttcipatio'D' aad sball promiov aotify

alt parfles of such decision. l

,lthe entire cost and risi! of c.onducting such operations sball be boroe by lhe Cousentiug Pardes in
, the proportiols they have elected tO bear same under theterms of the peceding paraEFaBh Cosseuting

parties-slall keep the teasenora estates iBvolred ln sucJr opetatiors free and clesr of all liens and

encumbrances of ev€ry Hnd created by or arising fmE the op€rations of the coassrting Parties' u sqcb

. an oleration regults in a dry bole. t}e corsenling Parties shatl plug and abaadon tbe weu at tbeir sols

cost, rtsk aad o<trrense. Ui-arrv weU ilr,ill€d, re1yorketl,deepeuetlorplqggsdtba*u$derthelrovisions'
of this /!:ticle rEsults in a pro-aluce! oi ou *a7o" gas ln payiag quanfities, tlre coDs€ntiDg Parties s]rall

colaplete aad equip *re weif to produce at their sole cpst and 
"isk' 

and the w.11 shall then be turned

"r*'i"-op*rt"i 
aad shau be oBerated by 1l at the eapense a[al for tbe aecouot of the Consenting Parfleo'

upon corrnencement of opratlons nor tbe driuing, reworHngl deepeuing or plugSlng badr' ol 8ny Eudl

,iUiv ii**Urg p.*io i" accordagce with the provisions of tbig Article' eedr Notr-CorseDtirg Partv

sha[ be rleeo€d to have relingrrisbed to consetrfing Far,deq €ld the colseotiac Palties slrau own and'

;;;;1J;;"*ervg in propoition to their re'pestive inieasts, a1 or $rc,b Non-coueudng Partt's

inter€st b the well and sbare ol'procluction therefrom until the proceeds' of the sale ol such share'

aalctlated, at the well 0l marke! value ttrereof it such sbare is aot solil (after deduet'ing proiluctiol

taxes,crude'ofl excise taxeq,-royalty" ijverriding pyaiU and othqr interests
;;ir1ittt""iie-6Fiiiti"i6-iitt-frErdbt,-piviuie"6ut-"oF'o-r measured bv the produc-

tJon fron sueh 91elt aii.i.ul-ng witfi iespe'ct tp iuch interest unti1 it reverts) sha11
-"iult'itte toiit or the following:

(a) r00% of €a&.such Ncn-consenting Part/s shere of tbe cost of eDy nelrly acquired surface

eguipoent beyold the .we1lhead eoaaegtlo:]$ (iucludhs, hd not limited to, stoc& tanks, separators'

t*"t",,,iljmpingequipEentandpiping),ph,s100%ofeaclrsuc]rNon-conseqtingParty,sshareofttrt€
cost of oBemtioa oi tJre weu cott*d"c with filst.ptoductton and continuilg until eadt suc'h Nou-

CorrseotLrgParty,s.ferlnquishedintereElsbsureverttoitrmderotberprovisionsofthisArttcleitbdlg
agreea tnit eacb Non-consenting paft/s share of such ccsts aad equi5rreut wilr be *rat inteest which

would, lave been chargeable o ea.tr Non-consent'rng Pa$y had it partidpaied tur tlre 1lteu fiom the be-

girrdng of tne operation; i'i- 
,

(b) 3oo % of that por{on of th€ costs and ertrrenses ot drjtrine reworking, deePenlng, or PruBdaB

back, t€stinc ana compreung, 
"rto 

a"aootiog "oy ""sn 
coatributiofls receivecl lrtrder Artlcle vllf,c" andl

-5-
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30o % of tbat lortion of the cost of ne$ly q.cquired.equipment ln the well (to and includins tbe well-
head conaeetions), rvhlcb woulal bave be€n chargEable to suiir NoD-Consertlng PaEty if it had pertici-
pated. tbereia.'

Ges proalucti6{t attributabl,e to eny lilon - CoDsenting Psrtlts retl4qqistredlaterest upoa sucll Party's
e)ection, .shall be sold to its lurchaser, i! available, under the terl'ls of tts €xbting Gias sdles con-
hiact. Such lfon - Consmtiag Patfy shdl diftct its prrrehaser to lernit tlle proceeds receivabla fim
such sale alilect to the Consentirg Partles until the amounts pmvided for ln thlF Altlde elF rdcov.
ef,ed &o!a the Non.-Colseritilg Part/s reliueut6hed rnt€rest. If suc& Non-CoDsenting Pa$y'.has Dot
oatrhstea for sa19 of t$ gEs at {he tjme such gas is available for delivery, qr has Dot Eade tbe elec-
ttou as prsviated abovq tbe Consenting Partibs shq-rlouraanctbeestitle<tioreceiveaadsellstchNon-
Conseirttag Par6/s shale of gas as hereiaabsve provided &rdng the recvupment period

IiudnC. tbe Beriod of ti8e CoEseating Perties arc eutitlert to recet\Fe Noa-Consenttng Party's rbate
of prodrctio!, or ;the proceeds theretrou, Colsenting Parties shail be re{,onsib]e for tb,e pryE€nt of
all r:roituction,ctude oil exciso taxes,'sgverance,,g?theflng and other.taxesr.and a'l'l
royalty' oYerriding royalty'and other burdens applicab'le to Non-Consenting Partyrs
share of production. ;

'La the esl of ,atry reatofking,'plugging back or aleep€r drllliag operatio, the ConsentirgPartie 8ba11

be pe$oltted to use, free ol cosq dl c€sing, tuldng and otler equipEent ia tlre well Lr[t the owaership of
aU such equlgnent shall renaia unchenged; aad upon abaadoanent of a well alt€r sucb reworlJ:rg'
pluggrng back or deeper drilling, the Cotrseutlrng Firrties sball accouDt for all suci equipEerrt io the
owners tbereot, witb eacb Barty rcceiving its proportiolate part iD &ind or. ln value, fess cos.t of
satrlBge.

Wiibil. sixty (60) davs after the cornpledos of any oBeration u.aaler tbis Article, the party con:
duqtirg the operations for tbe Colsetrting Pa$ies shall turniab each Nou-Corseiting Party witlr ar itl-
ventorf of tbe equipraelt in and. coraec4ed to t&e rre[, and an iteDized statenent ol the cost ol drilling'
deepening, pluggi[g bacl testing cionpletirag, aud eqlripping the well for Btpducto!: or, at its 6trtBor;.

the operating party, in lieu of an iterbizeat staterneDi of sudr costs of operatioa, may submit a aletailed
stat€nent oI monl.bly bifUngs. Each moatb threattsr, drriag tbe time ihe Conseuting Parties are bei:og

rcilnbul$ed as pmvided abovg tbe Pa$y condu,cfiDgtheol)€ratioasfortheCooseutingFartles.sballfurn"
ish the Non-Colrse|rtlng Parties vith atr itffiized, stat€m€at od aI costs ar1d liabilities tncurfeil nr the
otteration oi the weu, together vrith a state@e'lt of tbe quaatity of oil aail gas produced. fiot!, lt anil the
amoust of p$ceeds reailzed ftou,.lhe sale sI tbe welt's wosld:rg interest Broiluctlon drring tbe precediag

montil In deternining the qmntity of oil anal gae'produced. duirg ely mouth, CoD8entbg Pardes
stau lrse i,Eilustry accepted methods such as, blrt lo6 limited to, Eetering or fferibdic wetl 1$ts. Ary .

auount rlealiz€d. from tbe gale or otlrer disposition of equipmenl uewly aequired In connectioa: with any
sucb operatioa s/hldr would he\r€tbeen oqned by a Non-Consenting Pa*y hait it palticiIBt€d tbeleln
shalf be crediteal against tbe totel unretumed co6ts of tle wor& doe aad of the eqnipmeot purchase4
in detemdaing wheo'the iuterest of sudr Notr-C@seDtilg Parqy shall ref,eft to it as.abovePrordded;
atrd lf t.bere is a credit balance, lt Bhall be nal{ to sucn Nos-Consentiug party,

rf ard viben tbe colseDttlg Fardes recovEr ton a Non-conseD{ltig Partlts' $]iaquisbed btec€st
tte anounts proviaed fir abovq tlre reliaquisbed lnterests ol such Noo-Conseodug Party shall nrto-
matiealty reyert to iti an4 tqm aad after suchrevefsiorq 6uch Ns8-Corsenfrng Party shdl ow:l the same

igterest in such tpe['the Eaterial ard equipnent iu o_r peeiqhing thereto, aait the producdon Lbere-.
ftom as such Noa-Clinserrtiug Party would bave been' eotitled to -hacl it participated i]1 the drilli:og,

reworking, tleepeniug or ptugging bgch of saial well ther€after, srrsh Non-CouseatlrE Pa$y sha[ be
charged with alcl shafi l)ay its proportionate part of ttre lurtber costs of tbe oFeratio,n o! sald well in
acclotdance .grith the ierms of thls qgreemdnt aad the Accounttig Proceilure, attachedl hereto.

Noiwtthstaaafns the Bruvis'rons ol ttris Artircle Vf"B.a, it ig agreetl that \titlout tbb mutual cbnsent

of ilt parties, 40 wells slrall be co'lrpleted la or produc€d &om a soutce of supp$ &otn whicb a well
locatbd elsaarhere on tlri Coakact Area is Suoduclqg, unl€6s sudr well conlonas to tbe theu-existilg
well spacilg iattem for sudr sourcg of $rpply. 

,.f
Ttre ployisions of tbis Ardcle shill have ao application x/haboever to the dr!-lling oi thdiSrdfiel

well described ln Atficle VL,{. e:<cept (a) wtreq Option a Ai'licle VILDJ, las b€en selecte4r.btr (b)
to the reerolting, dee!€oiag aad plugglag bach of auch initial well, U srch well'is or thereatteirshaU
proye to be a .dry hole or acm-commerciaf weD, after lavlag been ddlled to ihe deptb Fllecifieal i! Alticlerna- 1l
C. Blgbt to IrBe Prorkrc6oa ilr.&r& ,i;'+rg$.

Eed 9a*t etftdtg te tare fr ktnd or seFntely dlsDose ot ltr Drotrtlmte siare sf tle gmductlotr fm tle Confict lrcr
rhall *cep lcurula recol{s of the yol@, sellins piisir Eyalu lnd t$Gs iElstlre to lts star" sf gtlodlctloo. iloo-h€rltoB
shltl, dpm ft{u6t. tumith oFratsp yltt true ril emlEte 6pl6 qf .tllr Esor& Equlred to bc tept herewlef rfEla,ar. nder
tle tsB of tiis agm€Ent o! arJ agrss! Exftutsd ir Erutlon llettr,lthr t! ls Es3aflr for operrtoF to obtliF $ld idotr-
!toq. fry lnfoEtlon fJnlsbed to ogetor heEundeF shall bc used bt operrtDr mly to the uteDt nece3taqr to crhil flt, llsdi$6 a o9efltor End shall otherrlF bc f€$ sffldstlr!!. .

ech Frr:y shall ha€ t,ie rlgbg to t*e in klnd oF rcFmtel., dispge of lts ,rcportlRta 3t!rc of dl oll roJ gs frode4frq tilc Cmtret trB, excl$lyc sf Drr&ct{o! ytl4 scy !€ used ln davcloFprlt rrld fr!tuclrg oDsqtloE dd ll 9r€9l llg uld
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tRtltlg,oil for ur&eting Fqposs ad prcdrGcfotr umroldablt Ist. tty dtn spqdltun lrurrcd ln t,lo t!kl!! ir llfld or.*Dlnte
dlst6ltlon by arv Dany sf lts 9rc?ortlorate shnt of tfte Droducdo! shlll !e borns by suct D$ty. Ary olrty t*tag ltr 3irn ofprcd$tlm lE kird sbalt be reqEir€d to D.t ftt only it3 Frcportlolat3 riffi of suci p6rt of h€rrttrrs sirtaco factl{tlas vhlci lt
use5.

Eaeh palty shall execute such auvisiotl orders and contracts as eay be aeoessaly for tle ealb ol ils
fnterest rn pma\retion flom ttre Contract Area, aad, except as provided in Artide VILB., sbail be emtitleil
to receive palrment direct lrom the purchaser the*eof for its sbarc of all pmduction.

In the everrt ally partd' sball fail to maks tbe arrangements necessart to takE i$ kinat tr separately
dlspose of its pmpordonate share of the oit and gBs produced froE th€ Coatraet Area, Opelator ghall bave
the right, subject to .the revocation at wiu by the party o$rning it, but trat ths obUgafiorl, to puchase sucb

oi1 and gas or sel! tt to others at any timb anal fmn time to time, lor the acbourit sf tbe uon-taldng
party it the b6t price obtaiDable in the area for 6uch productioo. Ally such pulchase or sale by O!-
eraton shail be subject always to *he rigtit of t*re owaer of the pmduction to exercise at aay tise its
right to take h kind, or separatety alispose ot, its sbare.of all oil and, gas not Previously ddivsecl to a

puretaser. *{ny puscbase or sale liy OBerator of any oiher trn*y's shaxe of oil attd gas shall be only lor
such reasonable pbriods of tim.e as are consiste!$ wittr the minirnura neeals'of the indusky ulrd€tr the
partrcufar eircumstaaces, but in no ecent Jor a period lo exeees of one (1) year. l.Iotwithstandbg the
foregoing, Operator sha]I not mqle a sale; i!'dudiag. one iato intesstate com&erce, of any othet pa$y's
share of gas producti,on vrithout 6rst giving such oi.trer party ihirly (30) days notlce ot such ilteEded
ssle.

IB the etetrt aay party heRlo ts not at sy 'tlEa takLqg or DarkellBg Lts shate of 8as
proaluctioa aad dperator ts el.thc! (1) rwil.Lfag to purcbase or soll or (i{) unable to
obtaJB the pdor lrrltEeE Gonsent .to pulchase or se1l such parcyls shale of tas plodrrc'tlon,
or Ln tbe ev€ac aDy party ha6 emtracged to se1l lE€ sharB of gu produed lrou the Corgrac!
Alea Eo a purcihaser sird.cb does lot al a8y tr.!e while thts agre@at !s In effecr t8&e the
f,tr!.1 sbara of 8as eEtEibulable to tbe hteresE of sucb garty' tbeu ,,8 €oy suctr eveot the
tems atld cord{tlons of .the Gas Balanctlrg ABleeeeat attached herElo ss Eihtblg I'Err ad
Lsconorated hereLo shall aEEo&igi.a1 1 y becone eifectiva.

D. Access to Contral{ Area a:ril Infomatiolr:

Eac.b party "t qll have access to the Conlract Aree at all reasontble times, at ifs sole risk to inspest

or observe opemtiols, and shall have access at reasoDahle tiaes to infolualion periaining to the de-

velopaett or operation thereo! including Operator's toohs arral lecords rdating th€reto. OPeratori upon

requesf shalf furnish each of the other parties rith copies of all loras oc r€ports fftreal with govem-

meDtal agencies, daily a;tl;ag reDorts, well logs, tark tables. .dally gBuge aad lun tickets snd reptrts

of stoclr on hsnd at the first of each Bsntq anal sbell aale arrailable saaples of alry cores o! cuttiDgs

takeu froa,any rvell driltelt on the Contrect n{rea. The.cost of gatberlnS_and fum!hilrg lnfomatio! to

No1-Operatori othetr than that specified abovq shall'bri chargetl to the Non-Operator tbat requests the

irriorEatiorl

E. Abandoment of Wells:

f. @ Escept for anv well dritled pursuant to Article VLB.2. any well
wfrich tas b*i d"iled, r-do la" terog of this agleeuent ancl is propaseil tobe conpleteil as a drybole
shaU lot be piugged aad abandoned without tbs coDsent of all parties. Sbould Operator, afteu diligest

effort, be r:qable to cortact.al]y par6/, or sbould any palty fail to reply wlthin forty-d€ht (48) hours

(exclusiveofsaturday, SundayorlegplboEdays) alter recdpt ol notice of ttle proposal to plug alld

abanilon sueh wel1, such parqy sball be aleera,ed to have cuuseated to ttre proposeal abandonm€ll AU

such wells sball be pluggecl and abandoped.ia accotdance *ith applicable regulations and at tbe cost'

risk and enpense oi_the parties who padicipated in the cost of dtilibg of sush weil. Any pa*y who ob-

jeeii tp +le plrrgging adl abandoDing suqh weil shall have the rigbi to take over ttre'well a:rd conduct

iurtber operations in seucb of oil and/or gas subiect to the provisioas of Artide W3.

2- *{bandoment of fr-e.lls.t}rat haF Producedl: EEoept for.aay well rphich bas been chilled or re-

workea pu*ua:rt to Artigle Vfg.a ureot lq whicb tJre CoBsentilg Parties have not been luJly reim-

bursed as thecein $ovide4 qtly weu shrch has beeu conpleted as a nrgdlcer shall uot t" Pt"sss _*1
abandoned. without the cflsent of all partiei. If aI pa$1e6 coDtent to such abandonmenq the wel* shall

be plugEed ali.abencloneil. in accordal€ vdth applicable resuiatioEs and at ttr€ cost, risk aucl er<pense

ot a11 169 parfies lereio. IJ, witbin tlftty (S0) days afiler receipt of notice of the proposed abaailoi:nent

ot sqch weq dI parties do aot a6ree to the aband,onment of any wel! itose wishing io continue i!5. oD-

sation shall teniler to each o{ the ot&er Barties its proportionate sbare ot tbe value of the we}1'8 satrveble

aaterial end equipgert, determined in actordalce sltll th€ proviEions ol &]rtbtt "C", ldss tfte esti;ated'
cost of sahaei;.ana tle estimated cogi of plugging *A alandoning. Eactr abardoniag party"shall

assl6n io tfre aoa-abandoning partieg, witbout wanan5i €lrprcss or ibplledr as to title or ss-iaduaittty,

E uiity,.* fitness for uo of i.f,e equtpo€Dt and mteda! ail of its intereet ia the well and rdlated'eqtif-

raent, i6sether v/itt it6 interest in tbe leaseihold. estate as to, but onty as to, the_intelval or int€rvals'df ttte

formation or formatioas then open to production. If the interest gf the abanddntrrg larbv b oiiicipges
an oil aad gF,s itrt€restt sucb. party shall exeqrte ald deliver to tle non-abaDdoning pally-d'rtra$iesl'an.-'

"rr 
l"a C*'".*, 5aileffi iue intervat or tnternals of the formatio4 or foreaaons tned i*q a prgauc- .;

iio", io"-" t.t- oi oou yot *i-toloic t'ao"'tt"t 
"" 

oil anil,/or gas fu produced &bra thqiaterval-or 'iBte-r: -i
-7-
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AETICLE VIL
EAFENDITUNES AND UIAS[.f,eS OT' PARTTE'S

vals of the forruation or forE[rtions. coverd tbereby, such ]easri to be on the form attadlett as Exbibit
..8-. The assigDme[ts or leases so tirnitedi sba]l encompais tbe "drluing unrt" upon which tlc well is

locate& The !,alments by, and. the aoistt**t" or leasit to. the assignees sball be !a a ratio based uBon

the relatlorshtp of their resFective per;ntsges o1 particlpation tt the contract Arca to tbeaggregateof

the percentages of participagon in.tbe Cootract Area ol all assfunees. There shall be no reailiusheat

of ifrterest in the renaining porton of tbe ConbactArea' 
;

Thereafter, abandoning pa$ies sha]l have no turtner reiBondbllity, Uability. or intertst ln the oF-

€ration of or production from the rrell in.tbe interttal or iniervils trb€n oBen et'be! tbaa itre rcyallies

retaiaedinanyleasemadeunaertheterEs.o!'tli63rticle, Upon request, Operator sball contlnue to

operatF th.e assised.well fo! tbe accouat of tlle non-abandoninB parties at the rates arxd durges 
-con-

tempiited by tbis agreene$t, plus any addltional cost anal charges vrhtch nay arise as the reslt of

the s€parate ownersldp of the assigned rii'ell

"i' The Uability ot tbe parties shall be sevea| not joint tjr cotlective' Each party sha[ b€ responslble

odly for its obligationg, .and shall be lrable orjty for its proportionate shar€ of the costs of ilevelopiDg

enat oFeratiDg tlre contract Area' 'dceordfi€ly' 
the liens gant€d anong the parties ln Article VII'3' are

given.to secure onJy i.he debk qt each severaly. It is nsi the lntentioa ol the partids to 9!eate, Dot sbau

this agl€eEeltt be cohstru€d as creating, a riiDing or other partnershtp sr associatlon' or to reuiler the

*#;;rH;affi'n *.tr*:rr*Brtff""iftuof"l33':""'es 
that thls contract is

27 B. LienF anil PaYment Dcfaults;
28

29 Each Non-Operalor grants to Operator a lieB upolr Its oil aail gps rights h ttre Contract Area, and a

30 security interegt in its shaie'of sil and/or, gas wbea extracted anal its i4erest in all equilnneat to secure

31 payment of its sbare gf €'(peDse, togeth€r wlth interest thereon at the fate,lrovided ir tle Accountilg

32 Procedure attached hereto as Exhibtt 'g'. To tbe exteut tbat Opetato! has a secruitY interest rmiler the

33 Uniform. Commercial Cotle of t}le State' Operator shalt be eatitled to exeriise ttre rigbts aud retaedies

34 of a secured parF under the Code" Tbe bringiug of a suit and the obtaiEirg ol judgroent by operator

3t for the secuteal tadelteatndss sball aot be deened an electlou oi reroeclies or othdMse sdeet the lieu

36 tighis or secrEity ilterest 'as 
security for ttre payDeDt thereoi In addido4 upop default by any Nou-

3? Openator in tbe paymeut sf its share of expense, Operato! sha.Il have tbe rieht witbout greiudice to

ffft'&+#39
Operator's sritten statesaent coDcerti:lg the eount ot any dl'e-

security iDter€st to the No!-Operators to seeure paymeqt o! OB-

Ilanypartyfailsorisurabl€totEyltssleareofe{trnFewithtnsixty(80)days.aitenrenilidonof
a stat@eat theref,or o" on*I,I, it" tn-defauning parties, includlng op€satbr, shau' upon request by

operator, gay tbe unpaia amoun't ia tbe proportionthatthenoieresto!eachsuchpartybearstotbeiD-

terestoialliuehpart{es.raehBarty-'op"y*ett'sbareolthgrunaidT*"":'h+r.1"-?btainreimbufse-
aest t}rcmof, be subrogatedl-ta" ,o.Iiqr rigrtt" ao""iu.a b the foregoing paragrbpb.

50 G i'aYaentsandAcco'untiag:
51

52 Except as hereiu otherwise spediicaly !.roviile4 operator slall proupdy Bay.aadl tlischarge e,?T*:
53 incurleii in the development antl operation ot the contraet Atea lursuant tO tftis agleemenxt abd thall

54 charge eaqh of th" !.,td;"*to tt'itb thek respective ProFortoaate shancs l'on.fi'g eqrense basis pro-

5t virtert in trre ecrounuag Procedture attaclred hereto as Exbibit 'lc". opgrator sball keep an accurate

56 record, ol the joint acrcoult hereundetr, shoqing expenses insulsed antt charges and creitits made anil

40 
I purcbaser shall be entiUedto rely upo!

4I fanll operator gFaots a like Uen and

42 eratoCs proportionate share ol etPEnse.

43
a
46
46
47

48
49

5? recelve&
i8
59
60
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62
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64
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68
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68
89

70

OBeratot, at lts el€cftoD' gba1l have i;he dgbt from ti:ne to +i-e to demaacl and teceive imm the

otlrerpard'espaymentio"u""o*oft.beitrespectiveshargoftheestilated?hountolthee:(penseto
be inc'rre6 in op""atioa",neneoniJ" a,rrirg tUe ne*t rocceeding montb, wbich rigbt eay be e<€lcised o::ly

by srbulsson to esctr such party of an itemizecl sfatee€rlt of such esttaated e-lcpenser together.wltl

aie iavodee lor its share thefeof. 
-laclr 

such stateneDt alrd lnvoice for tle Falrsrent h aclvdrce ol'e8ti-

inated. eq,else sball he submitted or or before fl1e 20th day of the lst Preceding noath'^. Each party

shaIJL pag to operator it" pooBo"a"".t shale oJ such estimate wlthin frJteen (1t) deJ5 after such es-

timate and, iryoice is tec€lved: If ;; pari'y taits to pay its s6are of saicl estimaia wit'bln said tipe; the

amount due shall bear -t r*t * p.i*aia i]l Exhibit !aid' Plop*-adiushent-shall be

made montbly betweea .d;; ana 
"eaar 

€rqreuse to tbe euai tbai eactr party shall.bear.apd payits

proportionate sba.re of 
""tra--o.p*""" 

taetrtfe4 and tto !lor€'

-8-



)" E)(ETBTTA

T,'i t YATEsor
A.A.P.L. FoRrv 610 - MoDhr- foR}t or'=fHfifNG AGREEMEi' L' - le77

D. Limitation of Espentliturcs:

1. Ddll or Deepen: Without the consett of au parties, no well sball lt dlilLg or deErened' ex-

cept 8leJr well drtlled or deepened pursu€3t to the pDovisions oJ ArticleYlB'2' of this AEreearent' it being

uralelstood that the **"ot io tn" a"fU"g or deeliening shall ihclude:

fr[ Optioa lfo. 2: All necesssry e:penc3twes tor the drilling or aleePebing anil testing ol t]e well' When

suclt lvell has reached tts 
""tU"rU'i 

depth, a{ct aU t$ts have been comPleted, Op*ator shaU Eiive im-

mediate nottce to ihe,Non-o5rerators rrhoh?vethe fght to padcipate in the compl€lion costs' lbe parttes

lecetviig such louce shalt have forty-eigibt (€) bours (exetusive of saturday' slrrlca!' and legal holi-

iiy"l i"-*rri.ri to etect to parucipate L tle setting of cashxg snd the completion attenpt' Suclr election'

when maile. slatl inciude coo"*i to all necessary esBendihrrcs for the c16ropletilg andl equipping of such

qreu, inclu&ng tecessary tatkage anal/or surfac'e facilities. trbilure of any party receivtog such Dotice

tb rEDly wiihin the pedod above fixed shsll consdtute an election by that paxty not to Bqticilute in

th" i;J of the compietion ettenpt. ,If'one or oore, but less than all of the parties, eleet to set piBe and

to afte6lrt a completio!, ttre prciisims of 4rticl€ V!8.2. bseof (the gbrase "r'wotrking; deeBening or

;il&-il.tg "i 
.o*ii".at -Article vtd,z: shall be deemedto includre "conpletiag') shall etr,p1v to

ihe operatioas theF€alter conducteal by less thar all parties'

2,@.-@g-Pacfr:-WithouttfteconsentofatlBartieg,nowellshallberyl'orkedorplugged
back er;-f r."1l lew"lke;. or plug:ged back pursuaut to the prorisions od Article W3'2' of tbiE agrge-

qeaL it bebg uncle$tood tirat td consent to tAe reworking or pluggug back ol a wdl shdl bdude

""*""t t" 
"li 

,roa.."ry eipenditures iri conducthg such operations and corapletiirg and equipping of

sald, well, inclualinE nec€ssarlt taiitcage and/or su:{ace facillfles'

s
10

I1
L2
td
14

15

1€

l?
18
to
20

21
22

23

24
25

26
tn
28

2S

30

31

32
33
34
35
36
3?

38
to

40
L1

42
43

44

46
48
LC

48
49
50
51
62
53

3- Other Operatlons: Opelator,shd not u:rctertah any shgle prolecl reasonably estimated to require

an erlrendifurein
(g ?ql0oo.po ),

s\cept ia cqrnection rvitb a well, ibilliag, rewsrking; deePening' comliletlng, recoDpLeting:, or plug-

drrg bach od wbich bas been previowly aut'horized by or pursuart to this agreeneut; Provide4 hovl-

ever, thai, iu case of e:qflostorr fllq, tlooat or other sudden emergeriey' whether of the sane or tlilleceut

nahrrg operator may take such stegs andl inqrf suth expeBs€E ae itr its opinioa are requireal to deaf with

tLe €rsergeocy to saf€guald Ufe, a'3A BmPertY but operator, as PmmPtlY as pos6ible, sball taPort t&e eE€r-

gelcy' to the other psties. If Openator ptepales "Arrthortty for trlrcnditures' tof its cwtt use'

Op€Bator, upon shdl funlsh of its "AuthoritY for E6tredlitures" for amy stnge Broject

costing ia excess of
($ ls,ooo-oo ).

E, Royaltieq Ovenriitiag Boyalties ald Othe'r Paymsnts:

shall pay or deliver, or cailse to be pdicl
I

or detivere4 atl myalties to tbe exteDt ot

on its share of Broductiou and. shell holtl the otler parties free

54
oa

56

57

58

59

60
61
62

03
g4

65
oo
8?
s8
69
?0

!c&rc.
F. Eeutals, SLut-in W€IlPaymerts anit Minimum Eoyaldss:

Eeirtats, sbut-in well palEents and miuimum ro1lties vbich l1]ay be required uDds tbe terqs of

any lea.se shatl be paid ly tte-party or parties sho suljected suc'h lease to t'his agreemeft at iis 6i'tbe13

e:.peose. rn tbe event t*o oi -ore parties own anil lirave condbuted iuterests il tie same Fry 1" 
S5

agxeeroent, such parties ."y 
-aog".; 

one bf suct parties !o ,oa&e said Bayme''ts for gbd on b&al1'ol aI1

sucb parties. Any partv -"v i"q;rg anil shatl be eotitled to receive' 1.m91 dviience of ell nrci pay-

nents, rJt the event of fairure to -"x. Irrop€r payn€lt of any renta! sirut-b well paJr:rot or miniiro
rsyclty through mistake or otrersiSbt wuere suo paymelit is requiree! to coatinue tJee lease in lorce'

anJr loss wbich relufts to- 
"oJn-o.r-pey-ett "i,"i 

t" Oo"tt" in accordance with tUe fcovlsiOls.-,.orfAr,tide
._-.{ .Iy.B.2.

Operato! shatl notify No!-Op$ator of the antie$rated ca6pletion oI a sSu1-jn gas well''iA;"tl"t-
ting il or returr, to productioi of:a trxoducing gas vre]l at least five (5) &ys (excluding sattEqav;9u-

day anil hotidays), o" "t tlreart€s; oppo"t*if perEitted by circumstances,_Blior'to.taling-nrch:actibn,-

but assumes no liability tor failute to- ao so. .ra tae "v"rri 
of failure by operator'to io aotf,v Nod-

operator, the loss of aly rease-clntributeil hereto by Non-operator for {ailure to ma}e timely pewreots

-9-



EXHIBIT.A

YA5ESOA

A.A.P.L. FORM 61Q - MODEL FORM OPERATING AGREE}4ENT - 19rl

ot qly shut-in welt peyEent sball be borne jo&ctly bV tbe parties hereto under the provisions ot Altide

,\
T

I
2
3

4
5

o

7

E

9
10

11,

L2
1a
14
15
'16.

1?

t8
10

z0

23
tL
25
26
27

28
29

30
'31

32
o!
34
35
to
37
88
eo

40
L1

42
43

44
&5

4A

47
48

4S

.50
51

52

53

54

55

ff.8.3.

G. T&xos:'

BEgla';ng {rith the srst catendar year aftex t]re affective date hereof' operatoT slrall ren'lcf for ad

vslor€ra taration a}} properiy subject to this agireeneat .which by law should be rendered for sush

!a..res, atrd It sbau pay ait sucu ta:rcs assessea thereon before tbey becoae de$nquerrt. Pniof to the ren-

ilition date, eacb Non-operator shall furnish operatot';!'rssqation as'to burdens (to incluitq butaot be

il;;;i*"16*, i"*tar"e *:raliies and proiuctior ,payaentr) on leases andt oll anit Cas ioterests co.-

tributeal by such Non-Operad. li the assessed valuation of aly leaselrold eslate is reihrced br:r readon of its

;;tus:-j|j".t ; odstandine o".o *y"tti.r, ovesliting royali,es or productioo xray;gents. the leductton h
ad valoren taxes resulttng therefron shall inurc to tbe beleflt of the owner or owaela of nrdr leageholdl

"sfatu, 
*a Ol'€fator $ali adiust the charge to such owrtef or o$rneni so as to rellect the be$efit ol such

;"il;". Oierator Sir+ ffi other payttes for thetr 'proltortioDate sbare of all tax paymenb ii the mas-

ner prcvicled ir txbibit r'C". 
.

u operatof conslders any tar assessEent impoper, operator nay, at tts discretion. pmtest r'tithin

the tine ald manner pr€scribetl by law, and Ptlsequte t+te Fote+ to a final afruinatou urlless all

pardes ag'ee to abardoa tthe protest prior to final tletersrin"don. dt,-Ug gtt pecrdeacy of afuinistrative

or Judicial prsceedilgs,.Operator taay elect to p"v,,t-io p"otest' a*uchiaxes and any latercst'and

peneig. n75e! any 
".,"u 

p"_otfia ars*qent suarf irave been ftnalty atet€rmine4 Operaio! sha[ pay

iL t"* to" the ioint g"cou"t,'tosta.n wlth any intenest anil penalty accflre4 end tbe total' cost shall tlten

;-"**[l;C&; tia pud*, and. be paid iy thesr, as provlded in Erhibit "sr.

Each.party shau pay of sause to be paitt a1l xnoducdon. severancg gatbedng an'l otber taxe8 im-

poseil [pon or with leEpect to i.ne pmau*iot or han'rlirg of such parfy's sSare,of otl and/or €fas pro:

dueeil uniler ftre terrns oI tbis aEtseemenl

f. lngurance:

At ail time$ T/blle op€ratioDs sIe colalusted herermder, operdlorstrall coDg{-Yth the wor&mm's

coropeniation. r,aw oi the state whele tbe operal,{oas ar€ being. conducted; providid. however, tbat op-

erator may be a setf-insurcr for liabi]ity un.ter ssiil coap"n'"tioo ]ags i', lPblch.everrt tbe ody ehatge

that sbalt be toade,to tbe loiot ac€9unt shall be sn auount equivalent to ths nremiura whicb wouLl have

been patd, haal $rch i*urao"u Gea obtained., opeRator shalt also carty or proJiale i8urance lor tlre

benest of 1he joint accoua;; A;loti", "" 
ouilinerl in Exhit'it '"9'' attached to and Eatle a part ber€of'

operator shell requlre a]I 
"prit".*ors 

engageal in \f,gtk oa or for tihe contfact Ar€€. to comFlt vdtb tha

'Worl<ueo,s Comlrensatii5n Law of the State whsrs t'he oPeratlons are being conducted and to maintajn

;;-"tb* ;;;c€.as operaior aay requlle'

IntheeveutAuJoeobilePubliclriabilitylssurancelsEpecified.t''j&+b...:.D",orsubsequeutly
*Ai* ii" 

"n*o*i "I 
*j il;; no ei"..t charge sha,I be oade by operator for premiu's pai.lot

;;;;*; l"r operabt's firll:rownedt automotive equiprment

. An.TICI.E VIU.
acqulsrTroN' tl{a]}ITE{Ar{cE oR TBAI{SFEE OF INTSBFS:I

.A- Surreniler otleases:

Theleasescoveledbytbissgreenent,insofarastheyembraceacreageinthecontBstArea'shall
oot te srrrreuaeoea in whole or in Bart unless all gartiqs consent tbercto'

56
57

50
59
60
61
62

63
54
65

66
al
68

6S

?0

.. Eoneyer, fugu *' party d,esina to sureniler its interest tll atry lease or in any pordon thereof, aDd

otherpartiesdonotagleeo".oo.*tt!€reto'thepaltydesilhgtosrrtrendershatlassign'witlroute.\pr€53
orimPDedwarraltyautie,aUofitstnterestfn*+-I-'orpor8ontbereoia:r'lalywell'materiala:ld
equipmetrt which may rc ro.a;a tt'e"eoo antl any rlgbts'itr pro'ducEon thereafter secured' to the perHes

no! desiring to sr'render it. If Ot";;; of tte ayeufns B"tty io"ha.o an oll anit gas interest' the as-

sigd€ Party shs8 execute antl dellver to the p.arty ot poti* not 
'Ieshing 

to surre:rder aB oil aad gss

ledse conerirg such oil anA g"s interest tor a tero of one-year and so long. teTTt€[:s od and'/or gas

Ls,produced fiorn the t","d -;i;;"ty, "d 
lease to be on tta foru attached hereto as trrhlbit rB'.

Trpon suclr assignmeo!, tlr. ;*ic.d;-;;; shsll be relieveat.&om all obSigatioos tbereafter acsging,

but not therelofore accrueal, wiu, respect to the acreage assigned andl th€. o_peration of any well tbereon'

and tbe assigli!8 pqrty shalr;;;" 
"o 

r*tn* iDtesest ia ttre tease assicned anal its equipneEt and pro-

ductiou other tban the royarties reiained i:r any lease .made untler tbe teEos 
-o{ 

t&T gticle' rhe Barties

assignee sbau pay to *e pat ;iS;; tlt";"*talte saSrage var'e of t'he latrbt's krterest in anv weil!

ard eguipment on trre ass$;i ;;;". * 
-"-*": 

of all mate*tal sball be cletendined iu accor'lalce

irii.b the. provisions of goilit "c1,, Gg the'estiaated cost of sal1raging anci the estilrated cort ol Flug-.

.glng aDal abandoailg u n 
'*ignt*nt 

is ia laYor ol oore thau one Party,lhe a€slgaed lrteI€st shell

-10-
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1
q

3
4

I
I
8
9

10

11

t2
l3
L4
15
16
L7
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26

n
28
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30
3I
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s4
35

36
07
38
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40
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42
43

44
45
46

4T

48
49
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52'
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60
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65
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be shared by tbe parties assignee la tbe rpmportions that the iaterest of eacb bears to the interegt of all
parties assignee.

Any assieggent or egrrender made under this provision shall not reduce c change the assignot's or
suncenduing parties' int*es! as lt Tas ienealiaiely before ttre.asdgnneat, in tha balalce ot tlc Coahact

Aea; and, the acr€age aBsigDed or surjrendere4 and subsequent op$ations thereon, shall uot thereafter
be sublect to the. terrDs and prorisioDs of thls a8F€emen!

E. Resewal 6l$<teDsiqr ofleases:

If.any party sesures a renerwal of ablr'dit and gas lease subJect to this AcFeeDieYtt, all other parties

shall'be notuied lEoeptly, alrd sball have the rigbt Sr a period of tblrty (30) dqys tcilowing r€ce1pt

of sush noH.ce tn shich to elect to participBte itr the ow:lership of the rellelrlal lea.se' insofas as such

lease al{ecb tands withia tbe Conbact Area, by paybg to tbe pariy wlo acqrrired it.thels seeeral pmper

Broporilonate sbares of tbe .acqulsition cost allocatedl to that part'of Ettch lesse edth!'r &e CoDtrast A!es,

wbrch sttat1 be in proportioir to the interrsts held at that titlle by tJ1e parties in tle Cohtracn Area"

$ sclg but less tlla+ + ot tbe parties elect to padicipate iit the purchase ot a renerral lease' lt
shall be owoed, by the panies qrho elect to participate thereiq iu a rafio based upgn th€ relationship of
their respective pelcantege of palticipation in the Cqriract .Area .to'tbe aggrcgate of tle !€slenta8es
of partic{tr)afion i! the Co,ntract Area ol all parties participating in the .purchase oJ such retrewsl lease-

Aay reneural lease. in whiclr less tlhan ali parties elect to paitiiipate shelr not be subject to tbis agreemeot'

' I witlroqt ldarranty
Eacb par.ty vho ijtriicipetes in the purcbase of a retrevral lease shall be gh/eB an assiSuelry'ot it'e

proFo,r'tioDat€ ibterest theneia by Hre acquiring party.

,The provlsicrs ol this A,rtide sbal epply to reneval leas$ whetber they are for the entire iutereet

cav;ed by the expiri1g lease ot cover oriy a portion of its area or aE intertst thereh Arry renewal lease

taken before the exfr'iratton of its predecessor leese, or taken or contracted for within sir! (6) moDths after

ihe srpiration of the edsting lease strau be sublect to this pmvisioni but al1y lease taken or contraclecl

lor more tban sbr (6) rooDtbs afler f}le eryisatioa sf an eaisting leare slrall not bs deetfied. a lesrellDal

lease atrd sball aot be subiect to the provisious of thls agreement

llbe pmvisions in tlrls Articte strall aDply also andl ia li.ke .mannei to exteasions of oil and gas

teases. clle proviaione of this articre vrII-B shal1 only aPBly to leab€Er or porllons
of leases, locatedl ll'it rttt tbe Ealt Area.
C. Acceag.e or Cash Conbibutions:

While tlris agF€raeut is ij1 lorce, if aily party contrscts for a (9trtribu6o4 of casb tostard t&e alrilliug.

of a well o! a11y othetr operation ou the iontract Area, such cantributio! Shall be paid to t!,e larty who

conduct€d tbe.drining or other,operation and shatl be appJiecl by it againtt the cost of such atriling or

gth€r operation If tbe contdbution be in tbe forn of acreage' th€ Barty to nthom the cronhibutiou is

madE shall p1ogpgy tencler an ass.ignment of the asreage, vtithout uralranty of -titte' to the Qrilncg
Far.ties tr tbe Folrontions sia oriuing partiei sha.red the cost oI &iulng ihe well' Ii al1 partiec hereto

are Drilli.!.g Parties, eadl accept suct! tendler, suctr acreaEe stau become a part of the contrac't Area asd

le governsd by flre provisiqos of tbis agreement. It 1es3 tb-an all parties bereto are Hlling ?atier a:id

acceBt lucb tenatrer, Suih acfesge shalt rlot becoEe a part oi the Contract Area. Eaih party snall grompt-

ty noti{y ail other parties of all acreage or Itrqney cootibutiols it may obtain in support o! alry wel} o!

any other operatiou on the Contract Area"

Il any parfy contra& for 8!y coDsialeration telafirg to dt8tr'osition of suctt pqJtr/.6 share ot subtaases

p:lodueert hereunder, sgcn consideratioa Eball lot be dee6ecll a contributioa 6s .contenplateg in tiiis

F*[ru];ffi 'truffi 
;ffi l"*";r*urn:effi "3r*E*r':5"'fi Iii?"

D. SuhsegnorrtlyC:reafeillnterest: .

$otwitrstanding the provisions ot ariicre vIILE anti vitrG, tf arrv garty'b€reto sha[' subsequ$t

to e<ecution of this agFe€neut, cr€ate an ove*iiliag royalty, productiotl paToenl o! net proceeds itrt€r-

est, wbich sucb ijaterests are bereiaaftee leteffed to as 'Subsequelrtly cceateil interesft, such subsequent\r

created ibrerest sball be s0eciticauy made subiect to all of tbq tetns and BroYisio'rls ofthis agre€8ent' as

follows:

1. If aou-conselrt operations are conducted to arry Brovisio! ot ihis agreethe[t' srrd ihe

part:r conahcfing ncb operations becomeg entiiled to receivg the producdon att'ibltable to the interegt

out of wbicb tbe subsequqnlty geated interest is d€rived, srch palty sball receive saEe fre€ and clear

of sudl subsequerrt\ji cr-€ated inter€sL The party cr€aflllgi sajae sba]l bear and pay all suc]r subsequently

created iaterests and shall jndemnuy ar:d ho].l the otJrer parties hereio fee anil hanoless frt'm 8ny 8id

dn. Eabtrity resulthg tJ€refroa.

*
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12. If the ovner of.the interest lrqm which tbe zubsequently created interest is derived (f) fails to
pay. when due, its share of expeoses ctraigeabie heraurder. or (2) elects to abandoa a weII under pro-

visions of Arflcle Vl$.'ilereof. or (3) elects to surrendel.' a legse under plovislons ot Article VELA
hereof, the subsequently created interest sha1l be chargeable wilh the pro mta portibu of all e-penses

heteunder in the sane n&liner :ul lf such interest were a worki. ag ilterest. lor purpces of colleeting

Eucb chalgeable expens€q the party or partiea who receive assignmerrts es a result of'{2) or (3) above

thalI heve tha right to enforce arl lrovisions ot Articte vujB. hereof agEinst sucb subsequetrt\v created

inter€st.

E. Maiatcnuce oflUuiformlnterest:

ior tle puryose of eslEtainiDg lr:liformity of orrlership in tI€ oU ehd E4s leasehold interests

eoverett by this agleeuent, aad ugtwitbstaadhg any other. provlsions to tJle doEt&ry, no. partv shall

se[ eneumber, trahsfer or make other dilposition of its interest iD the leas€3 embraced wlttln ttre Con-

tract Afea snd in weils, eqgtlment and prgducfion uJoless sUch dispOsidon covets eiiler:

1. the entire intereet ol lbe Barty in all' eases and equipment and productio!; or

. 2. an equat undivided iaterest i:r all leases and equipment aad pmduction ia the Coniract Area,

Every soch sale. enculobaance, taasfer or otlrer dtqgosition aade by any party shau be Ead€ e'Y-

plessly $rbject to thfu agreement, and shall be made'without preiudice to the rlght of the other partiee'

ff, at aDy time tbe intercst oJ aDy party is tlivlded aEong and owned by for:i or 'uore co-owners'

Operato!, 8t its itfu$etila, may regulre sucb ce-owrrett to altFint I dttgle tnrstee or aeent with full
authodty to recrelve noticeq appicve e:cpsdiftires, receive billilgF (or a:rd approve and pay tuc,h Eartyls
share of the joint expetrses, and to dal generdlly rrith, and'with power to bihd. the co-ow.nelt of such

flarty's.iuterests wltbin the scope of tlrc operatiols erDbr:aced in this agteementi howeverr sll such

co-owners shall hsve the rigbt to eqter hto an'l ercecute all contracts or agreeeeots Jor tre clispooition

o! their respective shsres of the oil and gas produc€al from thg Coatract Arca and they stull bave the

rigbt to r€c€ive, separately, pay'rnat of the sale proceeds hereof'

F, Walverof BishttoPartltioo:

If perditteat by the 1aw8 of the state or ctates ln vtrlch the property covered hereby is located. each

party hereto orilni1g aE unilivldeil lnterest in the Coniract Area waives aay and all rights it Eay have

to patition and have set,aside to it in severalty its undivided inter-est therein.

it sbsll pronptly give wtltten notice to the other

38 -ei Fgefaeefiol Skhtsts Turgkeser
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chaser'.(who anrst be reaciy, wiillng and able to purtihase), 'the and ail otber terms 6f
ihe offer. Tbo other p4rties shall tb€D have an opdonal for a period of tEn (10) aiays.after

leeeipt of the noticg to purcha6e ob tle same the interest which the oth€lr party

Broposes to sell; and' U this opdoual tbe purcUastng partieE sball share the tx:r-
chaeeil interest ra the intercst ot each iears to the total interest of all Burchasing
pardei, irowever, no preferesti€l right.to purchase 1o those cases where al1y pafiy ${shes

to tr to diFl,os€ of lts intereSts.by E'erge!, reotganizatiotl' consollalatioD, or sale

dl of its assets to a subsidliaxy or Barent compdy or to a subsldiary of a parent

. . A3:IICI,E DL
INTEBNAI, BEVE|{('E CODE EI,ECTION

This aglgea€|]t ls not iatended to geater arid shau not be construeal to creater a rdatimship of past-

!.ership os an assosiatio1 for prg,fit beilreen cr amoDg ibe parEes hereto' Notwitbtarding any pro-

visions herein that the dChts arit Uabilities bereuDder.are snreral and. Dot ioint or collective, or that tbjs

agreernegt anil operatioas hereunde shall not coDs$Arte a pattnership, ift !o! I'ealeral ilcolrie tax pur-
poses, this, agleenent aad tbe operafl,ong hereqnder are legaraled as a partnership, each Barty hereby
aftected eleets to be excluded. faon the aBplisadon of all of the provisnons of Subchaptetr 'KD' Cbapter

l, Subtitle r3A,,, of the Intemel n'evenue Coile of. 1954, as peruritted arrd authortzed. by Section ?61 of

ure Code aail tle regrrlations pmuulgated tbereuiader. Operator is authorized aud dlrected to.a\ecute on

behatf of sc&r party haeby atlected, sueh evidlence of this electlon as may be Tequired by'the S€o:etary

of the I'reasury of tbe Unit€al States or the Feder"l Intemal Revenue Service, in4ludlng EEciflca\i, but
not by rray of ]imitatloD, aU ot the leturns, staterdents, ancl the data requlreil by Eealetal legula-
tioas l.?61. Shouftl there be any requi!€Belrt that each psrty heneby alfected give fulther eeittenc€ ot
this electioo, €ach such party shali e:(ecute such docum€ats and furnisb sucli otlrer evidence as may be

bequired by the federal.IRtemal Revemre ServicE or as Eay be Decessary to evidelce t'hls electsoD..No

- t2-
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such party gball give.any notices or take anyother action inconsistent with tb€ election made hereby-

If. any prcsent or future ilc$me tar. liws of tbe state or states in which tJm Contrsct Area is located 9r
any tuture ir1come tax laws of tbe United statcs contain provisious sinilar to thoEe ln Srrbchapter $1"'
Chaptel 1, Subtitle ,,i.r', of the Int€rnal Beverrue Code of 1954, uader which an elestion sit"fla! to tist
provided by Section ?61 of the Coite is perroitted, each palty hereby atfecH slrall.make such olectioo as

mry be pernitted, or required bry sfrch laws. Irr maldng tbe fore€piag electi@' each such paity stet$ tbst
tle iucome derived by,suclr party tom Operations bereunder ca! be adequat€ly detertiletl without the

comlrutatioB of par4net€hlp taxable locome.

AEITICI,E :L
CI4AIIIII AND I'AWST,ITS

Operator fiay settle 8ny singlle damage claio or sult ari.sing fom opemflons berermclen if the ex'
pelrdltute doesaot *.ged SIFIEEN EggilEeND------.--------------:-----Dotrars
i$. 15'OOO-OO ) and if tbe paymeni is in e@plet€ sei8enent of sr:ch claird or suit II tbe 'rdunt'
xeguired for settlep€lrt exe?eds the above apount, the parties betgto shall assume and ta&e over the

further handiir,jg ol tbe ctdim o! suit, udess such authoriv is delegaleil to Op€ator. Atl costs anil ex-

FeDse of hmdt5r4; settlfoE: or oth€rwise discharging such clatra or. suit shall be at the joint etEpense

of the prties. If a claim iS raaile against ery psl.ty or lJ arry party is &red otl sccoult of any nalter
altdrg from operations holeund€r ov€tr wblch such indivldual has no control because of the righis giveo

Operatof b! lftis agreement, the puty shall iinnectiatefy notify OPerator, aad tbe clain or suit shall

be treated as alv other idaim or sdit involvhg operatioDs he8eunder.

ABIICI,E XL
I'ORCE MAJET'BD

ABUCI;E EIL
I'EETf OF AGBEEMENT

If aly party is teod,ereal rnable, whollv or in part, by {orce oaieure 'to carry out its obllgations

undertJrisagtreement,otberthaotheobligbtio!,tornske lroney pa]'EeBts, that parly shall gfve to a$

otlren parties prompt qritteu notice of ilre force majeure with reasonably full particulars eonceming it;
thereupon. the obUglations of the party glving the notice, sq tsr at tley are affecteat.by thelorce naieurq

sball.be susfrencled ilU1ring, but nolqngc! than, tbe coltinua:rse of tJle force rrajeure: Tbe aftected palty

shall uie aU reasonable ailgence to renwe the Jbrce majeure situatio! as qnick]y as practicable'

Th€ requii€Bent that eay {orce rrqieure shall be remealieat with'all reasooable dhtrtatch sball not

require the ietdemeat ot strifesl lockoul, or ,other labor clifficultf by th€ Darbr ihvolve4 coDbart to its

wishes; how all Buch dilJicrdties shatl be hanclled sball be eaiirely l{'it}Itl fte discre.tioE of tbe party

conierned"

The te!'! ,Torce majeuld,, as hefe eBployed. shall mean an act of Go ' lJ.rik+ lockou! or otJrer

industrial disturbanog act of tle ,pubtic ;;y, wa!, blo€kade. public t'st' figLUiag,-fire, storu, flooq

e*plosion, goyerrrnental actionr So;fDmeotal atelay, Iedtraint or inacffon' uaavatlabiliiy of equipment

aad any other Cause, Vrheth€f oi tftu UoA speciffc€lly Sumerarca above 'oa qth€ftttise' vhlch is not

reasouabl;r witbilr the control 9f the patty cllairring susper:s1o!'.

ATdIICLE EL
. IYOTICES

All notices authorized or reeubed, b+ween the parlies, and r€quired bv any of tlre provisiins of

this agreeurent, unless otlrcrglse spedfically prcviiled, shsu be giveD in writins by uaiteit states Dail

or i[estern Uaion t€leglaE, psAge or charges 9r€pai4 or by teletypg and addmssect to fhe partjr to

lpholq tbe Dofte is given at tbe address€s liEted oD E"hlbit
providon her€rrl 

"h"tl 
le d""-ua 4vea intV wbeu rcceiveat'hy the party to whom sue,5 Dotlce is direct€4

3:d tlr€ time for such paf6, to gve any notice in rfuonse therdto shall run froa tle tlAte tbe odgilat-

itg noflce is recelved- fte secod or ar1y restrto'rsive notice rhalt be deened giveq when ileposi.ted !r
.[i u*La St"t* mgil or with gie Western g1$sn Te]€gaph Coropa11y, witb Bostage or charges Brepald,'

or shen sent by teletytr!€. Each party shall bav€ the riSbt to ehange its address at ary tiue' aadl from

time to timg bY dvi[g vlritten notice heleof to all other partles'
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Itds agreenenrt sbaU reroaia in full torce and effect as to the oll and gas leases'ald/or oil and gas ln-

tei.ests subjectecl. h€reto for the periotl of. tiae selected below; provicle4 howevea, no party h€reto shaD.

ever be constnred as haviEg arV ttght, title or int€rest in orlto any lease, or oil anit gas ilierest coti- '
tlibuted by any ol;her prty beybnd the t€cE of this agreemenl

lEl OElion No. l: So lonE as any of the oi1 anal gas leas$ subject to thfs agre€meut leoat! o! o" con-

tinued in Joree as to aDy p4't of tbe CoDtraet Area. whether by produetion e:<tension, renectal 9r other-

wise, aEvor so lorg an oil and/Or gFs prcducdod continues from ar{r Lease or oi] and gas laterest

-18-
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12
18 It is agr€eq howewr, tbat the lerminition-ot thls agroement s.hall not relieve aay parly hereto, from

14 aay liability wbieb ha. accrued or attaclred prior to the date of such termlnatlon

I5
18 ARIICLE XTV.
1? i :.. . COMPLIANCE \MITII LAWEI AND BEGI'LIITTONS

18
19 A- Larrt, !.egulaiioro anil Orilers:
20
21 I'}ris agFe€meat sh€U;be subiect to the conssrration laws of the Etate la rrhlctr the coromltteil

ZZ acreage is locate4 td.tbe valid hrlesr regirlatioDs, aad orders o! any dtuly coastituted regulatory body of
!3 lsatd*ate:anatoallo0erjappucable.teileralstate,and leaf traws' ordinances, nrles' Ngulations' anil-
24 'ordexs-

B. Governiag Larv:

The essential validity of thts agnreueni and all matt€Is pertairlng thereto; iadtrillag, but not lim-

:teA io, mati€fs of pe11or1oa;rce, non-perfonoanCe, br.eacl4 lelnedlesr Proc€alures, dgbtB' dutles anil in-r
tergretadoa or constructlon" sfaU fe govemd, ald determinetl by the law of f'lie Etate ln which the

Conttact Area is located. If the Conhact Area bin two or roore statesr Ole law ol the state where bost

bf ihe laud in the Contract Area is locateil shall govem.

. ".#*ff*I;*s r
A. NoE iadudea.,

B. l{ot fue1ded,

C. fEE irc,::deA.

a5
26
2l
28
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49
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52
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o&E @cE tlds
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FerU€s

are.LL is

and/€
areE! ctr

8., NO

at{ile s@

e{Esse.

@sts

eL,
55i
561

57t
58
59'
60
61

62'
€3
64
65i
661

6d
6d
6d
?o

oi'I cr gaE, !q' be

gq>rkite

to also

of tbe parties beseto aE qreageil
shall contiaue in force until such

thie agreenent ..shall csntinue

dt
lrovided.

c any subsequent
Frodlucing

of this agreemeni, rcsults in pmduction of oil andVor.gas in
weUso!$forceln

from lhe

Fesuftg
event the well describeil h

in a dry'hole, and no other well G protlucing.

this agf eement sball te$dnate unless drilltng' or

tf, pr{or to th€ expiratioD of such
drilllcg or reworking a well or \irells
eRtions have been completed

agr€enent
tion, and lor an

force as proviilecl
atdlled

ths

-1L



EXHIBITA

YAIES OA

A-A.PJ.. FORtr4 6T0 - MODEL FORM OPER.ATiNG AGREEMENT - I'72

AITA;rED rO AuD UaDB A PARa oF oPEBATING AG?EEMENT DAflED.IANUARy 1, J98?, EETv{EBN

iAfES PBTROLE0U COBPOTATION. ilOPERAIORT', AND YAl1ES DRITIJIIG COD1!ANY' E1r Dlr "NON-

oPlIl.AlrORSr, C:oIIEIRING A&L LANDS O9TNED By PARTISS Bur Not covEaaD tsY ANOIXIIER OPERATIIIG

AGREEMBNT. AR,IICI,E WL
IIIISCELI,II|NEOI'S

.l!t
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ThIs agree,aent sbEI be bl1di13g uBotl arcl shrll inuie to the benetit of ftg parties b€r€to and to tteir
letpecdve heils, deviseesr legal r€preseNrtafivesr successoEt aad assigls.

This instrlDoent raay be €r.ecuted, in aJiy numbef of counterparts, eaCh Of lPlieh Shall b€ co:rddereal

an origirsl fe all puraosea

' IN TVITNisiS WIIEAEOF, -tbis agreineut shall be efieetivecof:::::::-. *fo4:----::--=:-:
re=-. - on thd effeillne-dala of each lease iovened herebv.

. OPEBATOR

: YATES PETR0LEIJII CORP0RATI0N:. .. :

NO}t.OPEx,AtrOR.S

YATES DRiLLiNG COIIPANY

rney-in-Fact

STATE OT NEI.J MEXICO )

COUNTY OF EDDY \

}JAS me this JdYaay ot

onr

ss

W comnissi.Jn expi!€s:
bie*atu .t ftA? c

STATE OF NEhI MEXIC-O

COUNTY OF EDDY

ss

The foregoing lnstrment [,as acknolJledtsd beforerne this al*day of

ffirl'o#mfiuot
fJdii iir' . iia 

-"6ri,oiaiion..

Mv conmission expives: ' " *-4 :/f*i+'-
" h-tA,LrU /, ' t48o , 'Notary Public

!

_d;,*.i,--

-15-
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YAIESOA.

arrAcgBD iro aND lrBpB a pARf op oPERIIETNG AGREEUENT DASED fiArrUBRv 1i 1997, B:gfi{EBN
sAms PBSRG'Ettil CSRPoRABION, rOpERi[|[ORili lND :(A![Es DREULIUG m!{PtrNY' 3:[ eI.' sNoN-

opaRAeonsu. ctrtBRIFc rrr! I,ANDS onNED BY PAIdBTES 3lr1r UOtr @VERED BY AITCXDHER OPERATING
EGRBB!4ENE..

t(ccp mDgsgRrEs, rNc.

sTArrE oF utslr uErl.co

Cq'NSg OP BDDY
ss

)

)

AFO CORPORASTON

OF UERTIN YAIES ITI
I,IIJ.IE,M. YASES

r?S
!IT;E.:TE M. anat

uit:b S.P. Yatesr Peraonal Sepresentatives
of tbe ES|B:EE oF MAxanil tHms rrr

*/x//u;#"G
/, eirtbrJiey:j/{-E€c'|-

before ne tJris A(:.day of,
Yates '.tr-, A€tofiieY-ia-Fact for UYCo

tndtrunenc loas acbtrledlged
by FraDk B.

ItitDUSrtrB,rfS, fNC., .b!' ,tobu attorney-in-Fact .for aBo lElR(imluM coRPoRATroN'
botb Dlelr ltexico corgrorptions, on behalf, of saldt corSnfations, by lraak l{. Yates JI. as
Attoln€g-fur-Eact for IILEIB M. yAIES, inttividuatrly and rtitb S- P. Yatgs, Personal
tepr.sentatlves of, BsrFArE OF rdAIlrIDt l(AltsS III, by S.P. yeTSS AND JOnC a. iAltlES.

/)";.;^,, J J/*uq

-Ebe foreEoi-Bg
.htn-

lifu comission e-spitres :

-fug-lr-tfu.---

, e_{.2_,
a. Yatesr

Isotaq/ Plrblic

I



EXEIBITA

,YATESOA

41T4SED To AtlD [4ADE A Pigt oF OPERATING AGRFTEMENT DiflED JAr{UABT t, L#?,
BEIWEENYaTES PSIBoLEUM€oRPoRATroN, FoPEPaToE,4sIDyarB DRrr,LINe coMpAi{y, E'i
AL, 'NON.OPER.A3!OEII", E,OVEBING AI,L T.ANDS OIVNF,D BY PAIUNES B[Ir NOT CO\TERED'BE
A}TGrIITER, OPERATING AGREEME\E.

I

I.cls

OIIr&

*4#ld4
f 

Ev'atxs,,trrArurlr.eif;-t*t

gfATEO!'NEWMSXICO )

corJNryoI'rDDY ;*

-,'iho 
hregeins instrllrpent wa.s aoloorvlEdesA befors roe ilis 4. &y of

Ja.n aa-rV .199/bv,John.dYateg. Assnt forIOS GHICOS, epaftnerslip.

Idl,conniixionerEires &r"e A. W"Zfu
ntiod l Pa( 

-
srdf,EoFNEWMDrgcO )
r :SS

OOIJNITOFEDDY )

- 
Ihe foregoins inshtpeat lves aclnowleilgsd before 4e this 4

-l atzUAtV- - .l9gfbrlbytoD Yates, Partner for-wEED OIL & GA'S, apertnordhip./
ds;' of

My coumission.erEires: &*rr/" /,"e.2/-
NotagiPublioTt ./" a7 /?q(

sltiffE oF NBlrtl[E]trco )

coul$YoFmDY ,* u
- fte f"d";fis iDsauneat was acknowledge<I before Iuo tlis 5E a* of

JA-iu.a-fl2 '-- ' , 199?tv ltan! Yatss, Jn, Attornev-In-Faot fot gi-olL, a garaersldp'
-------------7-Lry*indssioa*pires: ,&nA, A.WA."
Wa/r4r?,ruL lsiaryPublic__ 

t 
_____
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ATTACMD 10 END MADE A PART OF OPERATING ACEEEMENN DATED JA}IOAR,Y 1, 1981
BEIqTEENTATLIS P-EIROI/EIJM conPoRATIoN "OPERAToR", AllD YAIES DEILLING coMPAi\rY, Xt
aL, "NONOPDRATOR.S', COVIIRING .Art t AltDs OWNED By pAFrrES BUT NOT CO\|ERED-BY
ANO4EHEB OPGRATINA ACREEMENT.

ATNES'tr m,aIL MOUNTAIN, tNC.

*,furhffiw,^ffiW,
psrAlIE oF LnLIEM.YATES, DECEi!99D

for S.

of the
DECE.S.SED.

SIATEOnNDWMETqCO )

couNryoFEDD" i*

- 
Tha forEgoing instrultreil *; acloowledgoil

Ja-Aaa.r! .l#tfu Peytoir Yates, Presidont
.r!"!.d"r"45"}rlf 

"-f 
."iacorporaitioa.

My comuissioa e:rpiros:

?ftattA q /q{6_-_-.7-_

'+lLbafore lao tli" j) - tlay of
of TBAIT MOII{TAIN, INC., a Nen trf€*ico

I

'fu,&r/.ffidg',
NotarSr Public

)
:ss

!

f,il'ii
{lltl..,r

'i.'STATBOFNDWMEJO@

COUN'IYOF''EDDY

the

trbalkYates' PErsonal

IvIy commission erplros:

aoknorrleilgstl

oftho OF
by Franl<

of
anil

VnA',244 /44k-__--__

'l

W-re- A,.ggfur,
Notaly Public

,il

tr



EXHIBITA

YATF^SOA

ATTACEED TO AI{D MADE AP4BT OF OBERATD.IGAGBEEI@\ru DATED JANUAEY 1, 198i'',
BET"ISEEN YATE"S FBIROLEO^M COEPOBATiON, 'OSERATOB" A}ID Y4TESI DRITLING
@MPAlIy, XT AL, 'l(ON OPEBAfORS*, @VERING AI;L LAI.IDS OWNED BYPASilIES BIrT
NOE COVIIBED 3YANOTUER OPEBAJTN.IGAGBEEMEM.

ffiAsBROOILLTDCO.

By:

ERANTW.YATISTJB-

.IB.

STAIEOFNEWMDIICO

r
B1n

By

)
''as

)coul$YoTDDDY $i
The foregoing instlqn€Bt was adoowlodgeil before

5e .tr'ralk I[. Yate€' Jrj--, Muager
;;

EIE

fG
day d J.dt plga-ti&
oIL LTD: 60. a New Me:rico

/^

I'f Amrnission E:rpires:

,/-- /4- BA.B

srarEol'NE\r1ryco

COUNTfOFEDDY I
.l
tte forcgonrg instiunent

by,!tsANKW. YiffEg, JF-

MyCmmissionf*p-dFs
tr,;l

6 - /4'Aaaa '

l4y ConnissionEpires:

,.^- rd-l.orru

s'rAls oFNEWT@Iq9O

COUNTSOFEDDY

nre ftregoing: instrulient
byaIoENA-YAx6,JB.

My Connission&<trlircs:

/t . ./4. aDD-q

;$,s

)

qms aclnowlodgedbdce me tlis /3 d^y

I

srarEoFNDwulsco ). !l :ss

COUIIIYoTEDDY:II )

{he Sreeoing fudLummt wag aqbowledgetlbefco
by Jobn A Yates, P.erdmal Bspresentativs fG PreGY -4"

me tbi5
Y.c3E$

Eauy

1e%

I )
:ss
)

I

I

'wasacknowledgeal@re methis /: dayof tez



ertAcm,p to ar{D MADE a paffr oF o?ERATING aGnEEMD}qr DATED JAI.ruaRy r, 1987,
TfWEETiI YATES TBTBOIJEUS4 CONPORAIION, "OPERAIOff A}.ID YATDS DRTI;ITNG
eDMpSbIy, Eo ar,, a{oN oprrarons-J cormnnvG era rrar\Ds orilNE:D'By PARTIES BUT
NOT @\TSRED BY A}IOIHER OPERATI}IGAGNEEMENI'.

EXHIBITA

YATESOA

PASTNEBS

YATES

STAXE OFNEWTdD]ICO

@I]NTYOFEDDY )

flaeforegoinginstEumotwas acloowledgeitbe&r€ne this /9 azv A

Ofl&Gar,tO.,

rBp

B1t

)
isg

bV Peytrtr Yates, Attirrney-in-Fact fos SACAAMENTo
ldencico corpouatimu on behalf of said culoratiim-

)
:ss

)

)
:s8

)

)
:5s

)

Idy Connissltn Erpires:

6'r.s-ru?

STAf,EOFTqEWME&CO

COUIUYOFEDDY

the foregoing inshumeDt
byPEYroNYATES.

I{y Ccnmission 3)rpires:

.€- /q.)a4" =
ST TE.OFNE!I/IIEXICO

@I]NTYOFEDDY

by fFTELr,Err. Y4589.

My ConmissiqrElqires:

6 - /4. 4,czz

ST{TEOFNBWME&CO
t,

COUNTTOFEDDY

byEIOIIA&DYATDS.

My Comnissim$Aires:

6. zz- zrtnq

,-?i-/.d,,e; tofi
PABTNERSHIP, A NEwPaRTIIERS IIMIISD

wasaclqowledgeilbeforeme +lis ,/a aay e -&l,r-Sp,a '$2

f,he {oregoinginstnrment was ar,knowlEdgBd, bdo$ tue +iL'/9 aay Ls*

The foregoine iirstrumel$ was ac!:eowledgeil beftre me this /-a ary A tszg



UEIBITA

YATESIOA.

S]|TACEED TO A}ID MADB AP4ST OF OPERATINGAGTEEI@Itr DTflPD JANUANf, L 19ff,
BgfwEEN VA:IES SqIROLEUM CO&POEASION, "OPFRA(IOB AIID yAXES DRILI;ING
COMPAIIY, ETAL, T{ON OPPRifiOA'$, C,O\ERINGALL LAIIDS OIYNED BYPABIIES BUf
NOT COVEBED BY A}IOTHEB O?ERASING ACNEEMEbTI.

MA3YXATESDAVTS

I'OB

WEED OIL&

By

Tn.US"T

ts
LO

AEIEST

Dy:

STdTEOFNEWMESQO

COI]NIYOFEDDY

flro ftregoiog instrument
byMABYYATSDAWS.

My C@Edssion-Etpires:

[ -/f.a.fr 
.

STATEOFNEWMEF@

COUNIYOFEDDY

MyConmission Expires:

/.,/A.9/qE

STAltsOFNEWMEI]CO )
:sg

eCtEDa!y.
I

My Commission ExBires:

4 - t4-2ro.zz
STATE OFNEWMEXICO'

@T'T{TYOFEDDY

&tK*n-'- Er.ko, rxa-/By:n*uw,ri"*w1/

INC.

Itdo Serwn YtePte€idot

was'ae,lnowlbdgetlbefeeme tfue /4 day d &gafur-- rc:H

:&is /3. of

)
;ss

)

)
:ss

)

COUNIYOFEDDY )'
fte foncegoirg iostnment was ac}nolvleilged bdore me thb /-:

ItrYXON YitES, Manager for WEED OIIJ & GAS COMPAI.IY, L.C., a
L9_2,by

limited liahdlity

)
:gs

J

. lbefeegoing
'bylvfc Serwar, Tlce
saiil euBoration.

iv{y ftnmirsion Ekpires:

l-/4 &aa

-

irsh.umentwas aclnorlede€dbdreme t}ris ,/f d^y d {,a/*,#479.%
Prsdileht for MARI@ DIPLOEdITON; INC. a New Mer<ico corpofation, m bshaf d



ETEIBITA

YAITSOA.

ATTACEBD TO AT{D' IV'ADB A PART OF OPERATING ARtsEMEI\IT DAT@ TA}TUJRY I, UY/,
BEflUB}{Y.AXF"SPEIROLEUM@RPORATION,qOPERATOR"AIID YAIIE{IDRIIIINGCSEANy,gI
AL, ,NON{TPBRATORST, COVERIT{G Ar;L t"AtlDS OTnGD BY PARI]ES Brrt NOT @llRED BY
AI\TdIHR. OPERAfll{O AR,EEMENT.

IRIIST Q CREATtsD I'NDR lEB I.ASN TVT,L AND
Ttsfardhtr oFSEccrya-YAlEs,DBctsAsED'

Bp
Tlusbe r

tlsceascil

STAIEOFNEtrlrfitg@

COI'NIYOFEDDY
sa.

mpntregoiuginstfofrEdwas actmowleilged txccl;ercfus Zf,rl ey of J=arc = 
. 3o49-W

Iobn.{.Ya*, rmsteoo{f:tnstQrd€(rhoLdtwillanilTes@ldtof3egsyA.Yatatdec€aseil

My ComirsiouEpires:' f-/2- d/



EXEIBITA

YATESOA

ATTACNM TO AND I\4ADE A PART OF OIERATING AGREENIENT DATED JAIiTUARY I, l98E BgNilEEN
YATES PETROIEUM CORPORATION NOPERATOIU' A}ID YATES DRILIJNG COMPAI.If, E.T.A],, 'NON-O?BRATT}R: CO\TERBIG AI,t I"ANDS OW].IED BY PARI]ES BUT NOT CO\,ERED BY .AI{OTIIER
OTBRA:MVGAGREEMEI\IT.

DguIEfI fiA'r

L 1. Leils SubjecttoAexe€Dopot
AI1 laills osned by the parties but aot corercd by another Operating d$e@est

2. Depfi-Reshioticn:
. None 

r

3. DrillingUnibftrtheVells:
Proratio Ulit as esublished bytbo gffilning r€ulatory agcncy

'lL Percemgelster€shdPadiesUnal€(tlsA$eemenf

Yaies Pstrolmn Corporation htuests asthgy appsarafrecod
Ydes Driliqg Compary
Mrrcoladr$tieg Inc.
Abo Petroloum Corpor;ation
S-P.Ydes
JobnA"Y*s
Eshte of }dartir Yates, Itr
UIIieId.Yates
Ios Chicos
Weed OiI & Gas, aparhersbip
By-Ofl
Traill{outri4hc.
EsDate ofI.illie IU. Ydqi
Sharbro OilLtd. Co.
Fra,rakW. Yaes, Jr.
Bsmo oftWey A Yirtes
JohAYats,Jr.
Salranerfo Parhers LimitedPartiership
Estellell Yales
PeylonYdes
lvlarico Egflccicm, Iac.
RicbardYat€s '
I\4aryYa,tes Davis
S:P. ard Bshdb I1' Ydts 1976 llust
trust Q created, rmder the tagt !filL ald Test€lo€:lt of Feggy A. Yates'

m Leasdoidlntserof&&?atrt],:

All Leases owned bythe parties but sot cowred by anoth, er Operai4g Agreem€ot

IV: Addresses ofParties to SlhichNotices ShoulilBe Sere

ileceqsed.

Yates Petrolq:m Corporaiim
Mym Industies,Irc.
Sbarbrolndushies, Inc
Jo&nA. Yaes'
JohA Yates, Jr.
EsFlleI{ Yat€s
T;ilieMYates
EstateofPeg5rA. Ydes
WcEd Oil & Gas, apaftershi!
ThilMouatai!, hc.
Iv[arico Erplordio, hc.
IvlaryYafes Davis

105 SorftFour&Stret
Arfrsie Nery l{exieo 8E210

Yatas Ddling Conpany
Abo ?6olvum f,orporation
SJ.Yaes
IrarkW-Yates, Ir.
P€ybnYdes
Esare of lilarti! YdtEs, U,
lsufe ofl,ilieM.Yates
Irs Chioos
By{il
Sacrme'Eto Partaars LinitedParloership
Ricbad'Yatss
S.P. andE$ellell Yaies 1976 Trust
trust q cteated uader che 1a.6t WtlL & Testanent
of Pedgy A. Yatea, dec.

bat.Dtlrr-

\'lattI,
i(

-r"*I
+.E 

e



EXEIBITA

. YAIESOA

ASTACEED BO AND U.IDS E PART OF OPERATING AGREB,IENT DATID i'At{{'3BT T. 1987, BB$IEBN
lAliEs FgcsoLEUu coRPoRjaIIoN. ,tOPtIRAlORn, AND vAttsS DRrriLtNG COIIPANY, E8 Ar,. slloN-
OPBRJATOR.ST,. COVERING }I'IJ IANDS O9'NED BY PSR|rIAS BUE NOII COVERED BX ANOIIGR OPER;TING
AGRSE!,IEM!.

EXgIBIT trAO

Irands Sulrject to AgreeneDtss
A1L lards olrned by the partles but not cov€red by another OtreratiLng egteenent

Depth Restriction:
ivone

3.. DrJ.l1lng Units for wells:
' P:roration ltnit as establLsbed by qr: gov€rnLng regulatory' agencv

::
fI- Pef,centago fDterssts of Parlieg ltrder the Agreai'leYt:

sgEs PE&qI,EEti coBporiaEroN 1 rot"".sts as tbey appear of,, reaord
YA5B DRILIIIIG C9DmAN:f. BY-OTrr. .: ".'.
trY@ II{DUS,IIIRIES, INC. ltRiB:LL UoUISDLTN. ni[C.
ABO PEIDEOLBIru CoRPoR:41'.XoN gSgeEg 6g| trIIJ,IE !{. Ya!tsS
S.P. YABES
.]OHN A. YSqES
BS:!:[SE OF UA8nIN YASES IXX
SXILXE .u. YATES
IJOS @C€S
IEED OII & GAS

IxI Leasebolil Intereat of,Each Party: 
r

All leaEes oiftea by the parlles but sot covered by anotlrer Stezating Agreenent'

w. t|ddress€s ot Parties to t{hicit t{otices dm"fa.be Sent:

2

Yates Petroleum CorEEration
Iates Drd].ling Coml}a$y
;$yco fndustriesr Inc.

. .Bbo. PetroLeum Corporation
S.P. Yates
,toba a. Yates
Bsta,te of, iGrtin Yat€s fII
iiru,e M. rates
105 Soutb Fourth street
Srtesiar Nev Mexico 8a2l.O

BTTI{ Ralaly G. ?attersdl

r.os cElcos
ISEED OIL & GAS
BY-OItr'
Itaxl ldol,lsnalll, nrc.

ESIIBIE OE' IILLIE M. TATES
105 South l'ourt?r Street
Srte€ia, Ne!'r'Maxico b8210

I

t
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EXHIBITA

YAIESOA.I (' COP,S - 197{

to*ottdad ,t tno
&4d ol Pchl@
A€@(nlqnE S*lctl€ ot
N6th rnBiao@E 60L ruq ?4rot

EXHIBIT " C IT

ATTACEED TO tND lruADE A PAR:! OP OPERATING AGREEI.IEhrE DAIEID JANUAR! L' f,;9g7 t BEftlEEll
yAtlES pEIIrIIOIJEOM CIBPORATXONT r'OPERRSOBEI AND YATBS DBTtif,INGl COI|PANY, BT AL. 'Nok'-
oPEEATORSd, CoVERISI€ ALL TANDS OhNED BY peRrIES BUt NOT C9VERED BY AJ'lOllrER O:PER,aTlNe

EGREEUENI.

.ACCOUNTING PROCEDURE
" JOINT.OPERATIONS

L GSNEBAI,.PBOYISIONS

L Definitions
.Joint prqrrech/' sball riiean.the real anil p€rsolal tr'rope*y subject to the agreenent !o which thr' Accou[ting
Pi&me'f;ita.bed. ' \ ..r
.Uoint Operat!0nt', sball mean all operafioas Beceslary or ploper'foi the ilevelopment, operadoE, Pmtecti'on a+
nalnlpnance of tbe Joitt FrOpecty. I
'Jo,lat Accounf, s!,all aean,{:l:e aceount showing }rni charges pairl. aail cr6dits received iIr t,he conduct of tbe Joi{t
Operafon"'ane vthich are to be:ihared by the Partles' ' J
.€pesatorD shall to€s! the pa*y aledgEated to eoniluet the Joiut ODeEatlols
.tilon-oxrelatord, shall:!can tb€ parties to this. agreecoeut oibeq tbarr the operat6.

'{F}erfis'r shall m€an OPerator and' Nou-Operators'
.First Level SuFervlsors' shall msarr tlose enployees atbose pliEary i:rctio! ig Joiat Operatiols is -tle dteft
sq,eryision of otber e'p1fr[! ililrt6r c"nh*{ iilor airecttr eoployeo oD the Jobt Plopeiiy in s field operat-

ing eapadty.
,Tecbnical Elqployees,' shall mear tbose ElFloyees havbg sF€ciar anat s_lecific.F. gileellng' geological oE othlr

fif..d"""I ffi15, ana wtsi'pfioatylr1a]ti9i G .lotrt-opisaupos is the naadling of spedJic opetating contliF

i'ioas and problelos foE tJle beDefrt of the JoiDt ProPerty'

lPessonal &peuses' sball mean travel and other reasonable relEbursable e:rpeuses of operatot's eoployeea.

,5dat€Eial,, shall mear pessoaal ploBerfy, equipmeot or sulElies acquird or leld for use ou the Jobt Property'

.,Conirollable luatesial' shall.Eear tuaterial wld^F-8t.tbe time is so classified b th! Materiisl Classilicstiod trlla$ral

as Elst reaent\y ."oo--it"E-Fft"-ittiiid of Peholeum,Amnntaats so.iEti6 of,llorth aJoerics-

2. Statenent anil EilIllngr

opemtor $all bill l{on-opecators on or belole the Iq!! day of each-motri& nor tleir propudooate shale of the

Joi't Accdurt tor tne p*Eifr?-ro"a- _Sr.u n'ti* wilt belccorrpanied by sta-temects which ialenti& the author-

ity lor exlendihrre, rease o!-_faelity, and a[-crarges 3s'i cftdtts,-sueoadzed by appropliate classiflcafonE ol il-
vest'€at a,,d. €rq,€lse o."pt ur"t-fi.ir" ot-Contr-oUalte trllaterial:ad r.ulusuhl c.harges attd ccedits sall be sepr

arately idectiflerf aBd fuIV d€scrfbed ir detau'

8. A.ihratcos aail Payments by ltol-Oporatcs .

ude53 otherigise prsvidett lm iro the agreeuerrt, tbe operator nly lequit'e tbe No!-operatoE to adv?nce .tbeir
share ot estimateil 

",."r 
;fr;A;A;-.tlcc""liirg-tro"iht oper, ation Operator 8batl a4tutt each moathlv btfiag

to redaci advai*es redved fmm the NorFoperators'

Hsffi *#"#lffi "J#'ff"rffi-H"s*iS#+:iffi i---Wr"#
property is locat€4 "'ti"#"?'ir'iiir&r*, 

iG lt't*":riti'6-"oG d*ts, a:rd otuer cose in cdreetidn with

tt""colrittln of uriPaid amounh'

& Aatiustuelts
pavneut of any such bflls sbail aot -p-ryiudicg 

tp.9 ti6t ot aaJr Non-Operatc to pPtest or ques6on the corrcct-

;trffi.ftT-ed"d,-6.ffi, "li 
itlti asd stat€d€ats rcnaerea t9-Not oBerEtors !s operatc duri:re a$f

;;"#;;-iiJi-J""ffi;ly'b. ;t*r""d je.!e true aad cnrreci alter tnenF-iour-(24) moaths rolrou'irs

tle €nd ot ay su-cb "ade;+*,-uit""" 
*ttlrln- tue sa:d twent5r-16; (14) noarb periotl a Non-oparator takes

wrltteu excep6oq drereto;d";46 ilaim on orrerator lor adjusbqi No adiustueot f,arorable to orrerator shalr

be mado u'Iess lt iE Dade ;;ht fbe samC pt"soltec ryrioa me provldoos o! tbis- paragragh-aball '19j nrevent

fijiffidilffiff"clr#'iJiGcar in"btorv ot cootrollabte;ilrateriar as proviiled for ia sectibn v-

5. Anilits 
I

.{- NoE-operatorj upcr notice in wrttine rq Qperator and all other No!.-oxlerators, sball ba"e the rl$t to sudit .Ope-

Btot's accoua,, aoa r"oorffietud;-tfi i6rniC"counttot any careudar vear witbin th€ twe.-ty-four (%) montb

;;;e !.]i"rt"s G;;-"f 
"uon 

calenaar rsr;-$ordated, howeirer, tbe ualins of aa audit 'L'r! aot exteud the

6$e fgr the taldag or *.Ttei'&i.pti;-f {i tbg 
"dtirstoents 

oi accounts as ppvided foi lu Paraeraph 4 of t'bis

Sectbn L Wb€re tbete 
"rJ't"r. 

r" ri,i"" Non-Oeeratg:cs'the Ntin-gperators 
"-h"I ekF-Tg--HTPh^"*t-t"

;-;&;;"i;fi-t g-trft.aeotiJ iu&t" t11 a iranner whtuh will result i.a a mininte ot lDcoqveDiense to tb€ orteaa-

tor' operatc sbar bear ;;&;-" "f 
tlt; lvo"-ciite*aiottt audit cost i:ecuged under thls rnragrapb unress agrpid

to !y the Operato-

6. Approval bY Noa-OlPratore

whece an appmval'or otirgr agreeurent ol the Pardes or Non-oDeratoF is exBressly requlredt urder ot'ben seq-

ffi;;f ;H-fi*;Ctirc-fiiliecirce a"a il the agr€q::dt to whicbtltu A€corDtitg Procedule ls attacbed coataloe

no contrary prolri6i@s ij .-fid -th#to, 
ope;ior .snau notify all Noa-opTalgls of the op€8atot's Frutrtosal' and

rbe asreeserr * "pp-.ir'l??-6i"i[t 
i;'dter*t-;a th" Nol-operators shall be controllins on all Non-opera-

tors-

1-
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E)(EIBTTA

YATESOA (

IL DIAECT i.rd+I.GES

Opecator sbaU charge the Joibt Ac@unt witb t.he followiug iteos:
1. Rentals aad Royaltie

lease relrtsls and rsjrqldes,paid by operatoc ior the Jolni Operatims.

2. Labor
A. (1) Safaries alld $'ages ol Operator,s tield eoployees directly enploieil on tbe Joiat Property ln the conifust

' of Joiut Olgradctns.
(2) Salarles of'Airst Lerref Supelviso$ irr t&€ detd"
(3). Salsries aud wages of TecuFical lhployees direetly eraltloyed on tne Joint Froperty lf, sucla chsrges are

ercluded fro the Overhead rates.

B. Operatoaii cost of holiitay, vacatioq siqloess and ausabiltfy leuetits and 
- 
otbd Ellowarc€s qalal. to-" ;iptoyee6 ;to.. s"t"rtG'un i;agds are shargesb,le to the Joint Account unctec Faragapb 2A ot *tis.Section

E.'Stich costs rrnaler itis earagripb 2ts mqy be charged on a ttrhetr and as. paid baslsD ol by 'lercelrtage as-
Eesstaent, on the aJooriat ot salaiiesrand wiges cbatgeable to tbe Joirt Account ugder Paragraph 2A o! this
$A;t n ii p*.qlrtas assessi]le&t is use4 tle rate sball be baseal on tbe Operalot's mst eirp€ci€a€e.

C. Dcpeldihrres tr cmbibutiois Eade Butflraat to assessments imposgd bJ' Soveramental autbolttf which^ are-' .Bp]i*lt to 
'Operatogs 

cosb charg&ble to tlee troint Acc6unt rrnder Paragraphs, 24' aaa 28 of tbts Sec-

tion IL
D. per6onal S<penses of those eraptroyees 'urhose salaries aacl wages ere cbargeable to tbe Jsiut Account rmder

Paraera!,h 2A ot thisSes{oa IL

3. Employee Bei.ofits' 
Oger. atot's curreot costs of established plarrs -for 

gouP ry9 h9.set+iz:ttqt'
tiifient, stoek prrchasg thrif! bonus, inil other lenefit ptans o4 a like Dai[re, applicable to Op€ralst'- s Iebor

"o"t "Gigiitfu 
io tUe.fdnri ic'count sincter ParagraBhs 3A and 29 of +hiF'Section II shdl-bg gD€ratofs astual

;#,""ttter.;e"dtwetrfJiic,rcrt (20f'), or pEraeatage mosc recently recomea<leil by CoPAS.

4, M4tedal
MAte$at Btlrc&rfeil or frrraished by Opefator fsr use on tbe JoinJ hoperty as pro_vided under Sectisn I-Vj Ooly
'*"a m.dtf"f;aff Ue pruOasee fir oi {rrros{erred to the Joint Properl,y as may te required for innediate use

;d is ;asonably prai$cat aDaI consistent with etrisieqt aEai econoeical op€satiols. 'Tb€ accubulation sI sur-
plus stocks shall te avoidted-

5. ltansporiatioa
TransFortation ol employees and lsaterial de{essary lor the Joint Operations'but srbJect to t}e followbg limita-
tions:

.\ If lvlateltal ls moved t! tbe Jolnt PropeEty ipm the o-peraior! rnar€hoYse or.-oiiher properties,,no char-ge shall-- 
G -jee 1o 16" foiat .ifiou* ic i ai"t i"" greater td.m the distaace tom the lesrest reliable su!trily store,

;.*F ild Uarg. i*;ilrfl_f,i i"1*"y receidw poiut whele liEe matedal is nouallv availablq unless,agreeil

to by the Farties'-

B, If surylus !6at€sial is modred to Operatot's warelrouse or other stmage Bobta !o charge EbaU be mltle- t9 the

Joint Accoult f* a airtaoc"-i"ite" nan tle diiiance to the nea!$t rellable sulply store, recogaizedl bar-ge

i"*ii"a:, * r9i1*".v ;;ly.is;"t"t.-lrd.aeyldto by the Parties. No_cba€e sbdl b€ maile to tbe Joint ,{c-
;;r"rt'.J} movtn?lftat 

"l"t-to:oiA." 
p"opertiC belongiug to Operator, ubless egreed to bv the Pardes.

C. Itr tle appUcaflon ol Subparagrafrhs A arrd B above, t'here shall be. no equalizadoo of acfual grls trlc&ing cost

or $200 6i less exdudiag accessorlal charges'

6' itervtc€s 
oro.yided by outslde sources, except sewices e>(cluded by

ff.HditH$"rs6"gffi"'1'f""F€!:ffiH::rt?|1-:,1"{{ servic"'ardcon-
irifi*frric"" or te"ldcai ierso""a-tUiectty engaged on tbe toint Propertv if such charges are. e*cbrdedl -tom tbe

overheaat rates. Tbe ."Jt'J-pt?osoour isorltlta"t servioes or cortraC servicelt of te€hdcal p€rsootrel lot di-

;;ly..-.];Gd-* th" ilfii-I$p."b rhatt sot te clrarged to tbe Joint Accoutrt u:tlese previouslv agreed to bv

tbe Parties.

?. EEEiPn€Bt aril Faeilftiee nErdshed bv Olrcrator

A Operatc shalt cbar€E the Jobt Accourt for-use of Operator owned_eEripment aacl facilities at raies c(tro-

uensurate witl cosrs ltiiti,ier*p aad operation sucbrates shalt iaelude iostr of uainteoaaee' rePairs, other

oBemting ex'eDse, r"""iiiilir]iffeia"pt"clatio!, aad Int€rest oo investmeot not to exceed eigbt per cent (8%)

;;*"-n-. '3i"1, 
=t"islaU'""t-ii"eei average'commerdal rates eurtei*lv preeaifirE i! the lmmediate srea

of tbe Jolnt ProPe[tY.

.8., 1q lieu of eharges in paragraBh ?A abovq o,p€rato! Eay eiect_to use avereg€ cobmertial rates Br€cailiDg iu
tbe lllmediate ur* oi tn" ffini irope"ty teir. 7oVo. For automotive €quipbeat, oBeeator roay elect to use rates

i"-lrffi W fu" F"air""- uotor ftani'port Association'

8. Dameges anil Losses to Joint Prqerty
All costs or e)$,enses nec@ry for the repai! or:eplacement of Joint fuperty made necessa4r because of da-
;;r;-t";;i L;r*d # flrq fl""4 .r"+, t$tl qccideut gr_o!!er q3use, excerlt those'resultbg fr€B oretatot's

Fi ""gfig.i* 
o, wiiitlf-blr.*rJri"t Oper.b lhqrr t inis} Non-operator wrltteq lotl,ce of damages or logses

io*t".a-"i1oon a" p*"ticalf.ft"" a rport tlgreoi has beeD received bv Operator.

9. Logal bqtense
eiFense of bandling, iuveatig;aitng aud €etaing litig_atlon or claios' dtgchslgag of fis, paJurat of judgmqrie

*d--.nounte Baia jJ' 
";itG;e*ti'f clabos in;rred in o! resulting _from operatiou undpr the asrderneut or

neses.€ry to pmtect o" **uo *r. ioint Prorrerty, except that- no-ctrarge for sgvicge oJ oDe*atot'-s fsal staft
d fes or s.*rense or o"t"iJ" "Io-eyi 

tft"U L.uaq; uoless previouslv^ae91it to-bV -1c Parti$' AU-.F -r le.Ce
..cpeuseisconsuereatoifi";';;ittleoverfi"saprovisions of sectioa ur udess ottrerwise agreed to bi tbe

larties, except as prrovided b Section I. Paragraph 3'

. ?,-

!{
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EXHIBITA

YAIES OA

Itr; OYENSE.AD

Otrnradons

I0. Bi:<es

Alt taxes of. every klnd and nature assessed, o! trevl€d upon or in connection with tbe Joiat-Property' the opera-
tlon thereof,'or the production tbee&on, aEd wbicjb ta(es haYe been palcl by the OPeratob for tbe benefit o( the
Parde6.

ll. In6rance
Net prbmiums paid for insurance Equtreat to be earriecl fo! the Joint Op€ratiolts for.ihe lnotectio! of-thl,Pa.r-
ties, 

-Io. 
the ewdrt ,lpiat Operatioas a& contlucted la a state in whlch Oper.ajor _uay act as sell-lns:rer for-wol4-

netit Cdnp-insaiioa andTor , hplovers 1;abiliry unaler the r€spestive strite's lavs, Opgrator oa5r, at lts election'
include the hsh uoa"r its's"ftli""rioi"d-B*gir" i1aa in that eveltq Olerator *ra[ hclude a charge at OperBtofs
qi$t uot to erceed uanual rales

12. Other Erlloatltaes
Aly other &peoditure not cdyereC or alealt wlth itr tbe foregoinEl provisidrs.$ t!4 Seqto" U, or in Seqtion III,

' and wlicn:s Solreal by tbe dperator in the ueeessa,ry asd Dropet conduct of lbe Joint Opelilflo|rg'

1
l',

i
L Oveetead - Drillilg auil Proiluciug

j. As coEFeqsatio!'fur adniaisbative, supervision, dico ser"ices asd warehousing coEtsr Opecator sba[
clrilling;-6 lcodrrcitrg oBdrations orr eitrca:

( g) fi:ad naie Easi+ Paraeralib 14, or
( ) Perceutage Basi+ Patagaph fB.

t

I
I
t'
I
!

Udess oberwise sgeed to by the Parties, such charge seaff be'b tieu cd costs and.expgtseE-ot + "ffl:::ald salaries or wag3s ftlus aFplicable burdeDs and ercpenses of all perseael, etsceDt t&ose gt*llY "lT€t?:
unaer Farag,apl ZA, Section n TBe cost Eod e8pesse of seFices ftor| outsial€ soulces iD' coaBect'J)t! rrrrn
;;drs e 6#firq lofAo, i"-"tE g or -"it r.,i"dr or involving goveramental ageucies shall& cotrdder€d

Jincfuaea ia tne Crve*eja 11t* ;6rtd"d i;i i^r tt* above setected, FaraCFaFh od this Section Ilt ualess sueh

co+ 
"aa 

expe"se alle agre€il to by tbe Parties as adirect cbalge to tbe Joirt accoust

ji The salarieg, wages alal pelsonal E:rpeEses of Techrical &aptsyees atrdr/or 
-the_cost 

od Brdessi@al con$lltaht'

servlces and coEtract s€rvices of te"nrricaf persoo:]el directly aployed q tbe Jolat hoperfy shall ( ) shalf

not (X ) be covered try the Overhead rates.

.L Oserhead - ISxed llate Bisls
(1) Opefatot sbatl cherge tbe JoirtAccount at'the followtng lates.$er well Ber month:

Drilling I[elI 11"1" $ \ furqisbed to &countire ty.gepara?e ueDg'

Prodrrcing Welt Rate $"f
iz) apptioOoo ol overheaai - $xed. Bate Basb shslt be as followB:

(a) Ddri'g'lreuBate 
mud.ited araal t€!:roioats oBI1I C,hasgeE for msbole ikilling wells qrrqn ledD oa t.he gale ihe-well is

the date tbe dri[irg or coDodletiJoB rig is-ffia;d, wf,i"l"""* il^later, e*cept +r"t tro cbarge ghall

bqrade ar*iEGi.i]""-.i-ariling-_orrrauous io: lifteen (15) or mole consecutlve davs.

I2jcha$eslosoishoredduirgwellgsh+trqn..o[F."..+.bwrreo{$lcorcodl.etionequfr,ldeEt' atzives o .tG6i-loa-teoiin"ti. m tne aite tte driging or comtiletio-n -qulraeu-t 
moc.es odl !oca-

ffi'; ;E;;;fi;;ithd occurr arst, cr(cept that trg charge slell be macle durine suspen-

sioo of d5ilfing oprations lor lifteen (15) or Bore colsesntive 
'ral'E

[3] Charges for sdlls nadergcilng any-type o-f 'woc&ov€r or re,coulledon for a peglod ot flIte (F) con-

secutive a"vroiA*" rn?ir F. "iaJii 
tt"'aruu"g well rate- sirc,h cbalgeE +41 bq ipplled fo1

the perio6 6[; AA-ffi;;"-oB.*8""", rltu 
"rs, 

eonmence^ tbmugh dlate ot rtr release' elrcept

, that ao .Ugci{ln]lrJ -"4;a"m,re-srs##; oi6peranoos for ti{t*u (14) or mm couectttive

dars.

(b) lrodrcing llfell Eates

[1] a! active lpeU eitbes proiiuc-ed e inJected, tD. to.lor 8r$r postlon of tbe noath,shall be considered

,o 
" o"-rt Il cbaEe for tJre'elrtire:roath'

t2] Eacb active coBplefotl ilr a multi-coupleted well in vrsicb. produc{m is Dot coDEi]lgled dow!
5ore 

"tra1 
.ne--6fi&rea at-a one-war gtr""l.1lro"il:trg eactr- conplitioa is condderecl a seParate

well bJ the govembrg 're€ulatdtt autboritv'

[3] An inag.tive gas well sbrrt ia becarue of oYerproductioit 9E fajl' ll3e 9f -E,Ichas€r 
to ake the produe-

Aon susn h-;JaEJa as 
" 

o;.wiu.rarceho"idihg ttre gas welt is directri conaeetetl lo " 
lo-

matrent ssles outlet-
' r4'l A, one-well chargp may be.uade for tlre'moath in whldh pluggilg and. abandouent operations

- - are coBrfleteil o! a'Iy wet].

[5] A1I other inaettve rpells (bdudnrg -br$ 
not limiled to ia5-6v-e wells co-vere$ by udt arhpsl.ole'

- ' le"s" arero"ill;';.;;ffi;--"roffi5lq ete.) shail not qualiff ior an overbeaal cbarge' 
i

(ilffi 
H.lTmooi,#T51AS,H"H#-""i*H:'"""S"'ffi"5*X'Tf "ff**Slffi ;!H:

plying tbe ,"t€ c'r'd$ ili,r" W-ih"-p"*.ntaee iii"n"ou or desrease ia ttre everage wee&lv eamings oi

crude pe{roleum ard Gas production workers r6t tr,u urt ealendlar year comrued to the calentlary.ear

preceding as slown W u i"a; of a\relage "'*I]y;ffiF;-6ttd;1Je"ui- 
aad Gas Fields Produe-

tion Workers as puuished by tlre uriiteil st to dEp."t-ar:t of r,abor, Bureau of Labor StatisticB' or the

eouivatetrt csnadrafl lnatex as publisheit by st"Gfi; c;d"" 
"" 

.ppii".bL Tbe adjustEtl rates'sball be
' nil#;ar"r;nt in usq prug-or minus the ctEoituted adiustBenl 

i
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B. Ovetheaal - P€rcelrtage Basls

(1) operator shall chalge the Joilrt Accqunt at tbe followjog lates:

(a) Development

p*"idd""d*ffi:Jb, 7r)## ;*f*o$ffifi"t "e 
roint Properry exclusive or co€B

(b) oPemihe

.*"""**"r[if *u,,"%)*ii#i.1ff s,*rT"sH,ff i:*'regs$Tnx5?s*s6$
, forsecondav;1;*-y ""d;,nt"**;; 

assessnde whicha,re leviedn assessed ard paid utrnn tle srin-
eral igt€rest in a!d' to thE Joiat Ropeqty.

(z) Applicatisg of Ovehead - P€rcentage Basis shall be as foliows:
For the pur?ose of deterninbg charses orr a pJcentagt"si" fPgT P"".1q-q!.r-lB^$ tt-fl:lg,T.fl
vAopodt SlaU inAude qll cosb in conaection-nrlfir driling, redriuitrg' deep€ai:I8 or a!5' l€neua! opera-

to"i., *v 
"" 

ar?ii,lfivdri&i-tduse o( ddtling crew-ind equipdedi.also,'_lreliloile$r-ot'nen$t99
n;G""ry t" ptep"l-lUoa fo;-,Jriliii.anit experaiar,es iucused irr abandoDitrg_wb€BS" ]$]f'Il9*
il;"d ; . pfiaii*";-""d orietlal cost of consbuctim q inEtallation of Sxed essetE tJ1e extrlalsio! of fixed

il;t-; ;tn+ otffi ;.i1".t=ct"art-di"ceruibte as s, fired assgt, exce{ Mirior Constluetioa aE deJ.red in

. !,;ffi,*Bh e 6r tus sicdln 1g all otJrer cssts sba[ be cmsiderecl as o!es-a?i's-

2, overheail - Maior Comtrucfion
To coElrensate Operator for ov.etrbead, costsrincrur€d In the coastnrstioa anct tBstallatio[ ol $:Eed assets' tlle ec(-

oalslon of ;fixeil asse6 afi:d;;t1t€r-p;;J'ect A"+rV aiscen"ilte sr a fixeilass--et lequiled lor tbe development a:ri{

";ffd;'#ffi i;fiffi;,G, operafi-iriir stuer' neestiate a rate pr'ror to qI: b€cinaild of .constructioq or strall

;i"x!l&:'$F'i 6c;ld?A 
:d,Girread based on tre tul6,wiag raes ioe ary Maior construcffon proiect in e:rcess

u!+-' ' '

A- b %dtotalcosisif suchcostsarerdore!q*$-25.-000.0q-6rrtlessthar$'100'000'00 ;p1us

;-. --T-i J tot"r 
"out, 

in.'exces or SJ00-r009.00-trt le6s tban 91,000,000; plus

C. 2 % of total costs i!.excesE of $1,000'000.

Totat qost sball oean tJ€ gtoss cost oi aDy one plo-i9ct. Ilor the pu4tose of t'bls.paragarilr' tJre €oEpoD€ot parls

ir-ilriiiti p*:*Tru"n 
"it*uiAJ"iJlp"iatay 

Ad tb; "*t of diiltiag aaci worlocer weus shall be ercluded'

3. AJaondn€tlt of Botes

Tb€ Overhdat rateE govided for in tbts Sectioa r]' mav be amended. trolo tiDe to time orly by mutual agreenent

betweelr tbe parfles h*;lfE-;^.d;;-tf,J"atur d" fouol to be lnsirffi'cieut @ excessive.

, rv. palcD{G oF JOINT AccoIrN[ |tfAq)Br6r' PTURCIIASES' IBANSFm.S AND DISIPOSruONS

oDeFtor is reeponsible for JoiDt Aecourd Mei€fial and shatl ma&e Bropes-aad iimely cbarges aDri cfedits foc all ua-
terl,al move-eots alfedneg 

'*i"iil fr;P*tt. Op&ator 
"i,art.ni:oviae 

all l[atedal for use'on tbe Joiut Propeftv; how-

evef. at Op6at ds opiion, rrd; fu;#.l;"v-te ;nipii;d ly6ir'fon-Op&ator. olreratc shall make tiaebr dispodtion

of rcite antt/or surDlus M?tedi, ;t h eG;fr1 bdnst-."d" *itLr- tUrougtr safg 1o'.pngratc or NonOperator' division ln

kbrd: or sale to outsiders' o#;ffi6"p*+'dbttt srral le t-aen ro obligauim to gunbas€' int€rest of Non-otrma-

tocs b, 6urpl's conditioo.A ;;-foffifl;rG -disposai 
oi tntptu" con@uabb rraterial aot Burchaseil bv tle opesa'

tor shall be agreed. to by'the Parties'

1. Porchases

liiaterial purchased, sball be charged at the pTF Paidl]' OpeEtor aiter ile'tuction d all discounts r€c€ived' In ca6e

of Mltertal found to be ;ieciil;; retr.r:niil to-veoiloi ldr auy other teason' cleiiit sball be passe't to the Joitrt

a.i*it wb*;.dtustrpnt has beelr reoeived !r tbe opesatou'

2' rrarsfo* anit Dtgpositio's 
properry'or atposea of by !xe'

Material turqisuea to tbe Jotnt hoperty and nrfateriat transierred fron the Joiat ]

ffi*:fi,;ffi;6",'rrfi;ilHti-li-"u" Falu*, suiriLe gricerl on rhe followirs baFes exd.usive of cash dts-

courtts:

A- New Material (ConditionA)- t'' ffi"ffi +:T:ffi #'lffii ffiFffifi H'"ffisffi:ffiiHH:ffi
ftno.sirai uateu* is:rorually available' \

(2) Line PiPe
(a) Movemeut of less tbsB 301000 -Irouatts' 

sball be ?rlced at tbe- cuseni lre\r tryJc€t in eflect at date of

Bov€neqt, ;'ffi.f,$ 
-.-iiii.6r. 

.,rppV store Sarest tbe Joint Protxriv where sucb Material is EoE-

:ria4Y available.
(b) litovenent of g0,000 poryds3r EoL€ sllall be pric"edt uadler lrovisions of trbular Atods pridlg itr Para-
' ' g*PA za (1) ot i:bis Sestion fV'

,(g) other Materiel sball be priced at _tbe cu$eot new priee, b eff*i at ilate ot rnoveuent as listed by a reliabtre

supply stce oo r,il. "Jf*w-"&tt:rg 
psint n;;& tn.. 5'oi"t Property where errch Mat€flal is norually

afairinre.
B. Good Us€d &fa&rief (Conditioa B)

ryIa'efialinsdulda]rds€rgiceablecon.lidoD.andsultableforteuserrithoutreconditiorias:
(1) Material mored to th€ Jofilt hop€rF

(a) At seventy-five perceBt (75% ) of cutrent new pricg'as deteruireed by Parasaoh 2A of ihis section Ig'

. (A) Material moved from thE Jolat Prope$y

(a)Atseveaty.fivepercent(?5%)of'curleDtnewgice,'asdetermiuedbyParagraph2.totthisseetiofrlv'' ' :f lfiatetli # ffi;""11i;-"ffigpe to tle Joint accouEt as Dew l,lateria.L.or

' 
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(b) at si:rty-live perc€nt (65%) of curent new pricg as determiled by lrycta-p! 2A of thjs-.secHon
' ' Iv, U llatedaf 

-*iioridif:V 
ch."Cud to tbe iotnCAceotl.trt as good userl Material at seventy-five ger-

ceEt (?5%) of cunent aew Price.
lthe cost of reemdiff.oniDg, it aay, shall be a,bsorbed by tbe tuansfeEirxg pmpe$y'

C. Otbg Useal &leteriel (Condition C and D)
(1)'Conditiou C

Mat€uial wblch ts not in sould ane Eerviceable condtfio! and not suitahle fm iG origJnal fqnctloE-until
after .recongtionid;hall -be 

p-ridti it- tiity Bercent (5070 ) ot curr€nt new prlge as deter:oiaed by Para-

sraph eC of thrs 5[oti* fc. tfu ;"" ot ridnditioniig idatt te c!"fc"q. P the receivils proPertv, !ro-
iiaia CooaiUo C vafu. pt"" cost ol reccrditioning does uot erceed Conilitot B value.

(z) Condtiou D
AIt otbsr Mat€fial iacluiuas juDk, rl'8ry be priced, at a valire comEeD:rurate sdth lts use or at llfeeaiuDg
rrices. Mater.ial ; ffi;iiHd;:d'iiilil Jtri-rr-purp"iJ lut usable tor sooe bther puurose" sball.le
fiif;;;A;;]F"bt";th-ulirt or nuds uoainativ q9g ro-r_sr:$ otber purpose. onetator mav dis-

ioi" ofCo"aier" 6'ffi1ffi"1-;td;pioc"a*us;*1g"Iry utitized by the OFeratot without prior aStproval

of Nch-operators.
D. Obsolete !6at€del

Matedaf rehrch rs selrrieeable ard ussbl€ for its cigbal fulctioa-but couditiou and/or lue of cuch Material

is aor.equiva-renr r. td;fr;b;utd i".'ns'-" irdE;;rid;-;;; loai ti specliuv priced' as e€Fee't to bv

tbe parties. sucl pric! !frffia'ifirri --inJ ioint e"6""i tu:rg .tareed witb the value of tbe servipe recr-

dere<t by such Matelial-
E. Pricilg Co0ditiort

(1)Loarlingaaclrrnloadlngcostsma}'bgebalgedtotheJoi:rtAccol,DJE!tleTtEoffiftegrceats(151)per
buadlred wei*t m afititrrf*?..As nooi-ott", G UJu oi toaabg anif r:aloadfng costs 

-sustained' 
wbeil

ach:af hiuling *i * tirrO-tofrio goods ale 
"*tati"ta 

unaer $ovi$oas of ParagaDh 6 of Sectiot II
(2) I{aterial ilvolvirg erection co8is, sball be charged at aptrllicable perceEtage of the cuseot krocked'down
- 

wice of new lUateriaL

s. sreugi; hices
wbenever MateEial is uot readily obtainable at publishert or tlstcd prlces because of national energelrcies, sdkes

or otber musual calses over qrhtch tbe operatq ua" :e"t"h.tl, uJoperator loav cbarge the Join-t AcLluht-ior th€

ilqi,ifia ac"i*"rll11"-o-p35i-6q;; *t'tii *"f it"ir""a u p-viaarg i..a Matsial-to' ma,kiae it suitable lor usq

and iu novi4g; it t, the l"i"t i*i""tJ; n-gqe-a "9u9e 
i" ffiti"s E nDcbhed--to iloa-Orenators of the propose'l

cliarge pri,or to billtng No"iir!".i6ii]"L-""4 uit"rtar fra rvon--operator qrrat have the riehtr bv so electing sn't

notifvhe o'erat* wrtuin'tJr"Ein "ri.nroauru 
trou"Jr"m 6p.ritor, to turnisb in kiad all s part of bis share

ire tiO -tvtat?.iJi suitabra ior use aad accgtrttable to' operator'

4, 'Walrrnty od Matcdal Furntshed by Operabr

on€letor d<ies not warraat tbe Material furnisb€d' Ilrcase of defec$ve

;6;t-a;";;;1il ia:rttt*i l* been received bv op6rator fronr the

v. rNv${aonnis

Ihe Op€ralor 6htll Eeintaia detaileit recttds ol Conbollable ntlat'erlal'

1. Perioillc lwoIrtodes, NoEee anil Eepresenta6oa - 
cormt controllable iltaterial

At reasstable iltew-als, Inventories sLall be eEgD.qt oberator of ihe Joiut Ac'
.wrltten noflce ,i irt""ti#ii*t&.8"66"v !a"u t" si.*-bybperator at reast thiriv (30) da5n before aav lnven-

tosy i, to beein so that No;:i6a;;"v'1"'."B"erattea wie*-any inveu- tory is taken" Faift:re of Non-operaio$

to be r€Brese$ted at an inventory sball bird Non-Operators to aceept tfrdiaventory tslien by Opefator'

2, Secouciliation anil Adiustteat of Invutoctos i

Reconciliatisa of a dbysical bveatoay wlth t4e Joint Accormi shalt be made, ed a- tist of overages aDd shoft88es

shaU be tu:rdeh€d to tbe Non-Operaior3_ a'lthfn sil -oi6r*fofirl"C th;dkt-g of ihe inventorv' InTrertory ail-

Justueerts sbalt be Ead,e by Olerator- Tith Ff fqtu A;;l-f* ;;"4* *ci ufront"gus' but Operator shall be

i.Ei-ii."ii"tl" oofyi*.rU"rtae6 due to tack of reasonable diligence.

3. Slredal Ilventoriss

$reciat lEveatodes llay be taken whe4ever tlrere is any sale or chasge of baerest in tbe Joint Propecty' It sitau

be the dutr of the pafiy selling to notify all otuer parfrs;"qirjcfilE-pas*bre after the barufer of ilte!€st takes

;i;- Lt:ir[;i{ toif tt" 
"E1ur ""a 

ine p'rchaser shall le-eoverned bv s'dr i:rveatorY'

A &lenso of Condtcting feriodlc Itrvdfod€s

I,5e erpense oc 
"ooarouns 

p;iodic Inveutories alitrl not be chargett to 1he Joiut Accou, t unless agEeed to bv the

Patrties.

I[at€rial, csedit sball not be passed to the
malufactlrrers or their ag€ots.

I
I

4
{
I

It
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EXHIBIT ''0"

ATIACSED TO A}ID I,'ADE A ?ART OF

OPERATIT{G AGREEEI{ENT

ArrTACEED to aND lqeDE A PEAS Of OPEFAITING AGREEIISNT DATED T'BNIIAaY It f,987' BEfirEEll
yaI'ES IHIAOrTBUU @RP-ORAII'ION, dOPIRAtf@'; AllD YAI&S URtt'lrtUC COMPAIIYI Bl!.I&t rt{ON-

opERlTcRsr, cov -sRrNe Ar,L [4![DS OlrildE ay paRt!tr3s BUB NO4 C|ot/E8ED 8Y aNOItlsR oPBRATING

AGREEMENII.

' aDDIIIONAL INSIIRANCE ?BOVISIO4S

Opetaatorr durlag tb:e ti)EID of thie agreeoertr 6h811 carrt I'nsuralce for the

belef,it ald at the expease of, the Pertles heretor aE follows:

(a} frrkoent s co4eneetlo-n Insuraace as cotrte$P!.ateal by the state 1a

uhicb opeEarloas v111" be cssductetl, atd EnPloyerrs Liabt;,alty

Iasur,dace $lth'llnits of, not less thnn $1001000.00 per enpLoyee.

(B) ?u}1ic ldabiltty lasurarce:

Bodily Lrjury - $500'000.00 each occurterce'

(C) Autouobile Publiq l,iability ltrEuratrce:

Bodllv *',*'" - 
llii,lll:: :::l:::::;".

Pr.o?erty Ds,Dege - 9100,000.00 each oc€EreEeer

Eacept as eutborized by lhis Bxhibit "D", operator shall'aot rnake aly charge to

.the Joint account f,or i.nsuraace preulrros. Iosses not covergil !ry Opecatorrs

Lnsuraace (or tV icgurauce required by this agieene[t to be carrletl fot the

beqef,',taadattheexpeDseofthe.partiestrereto)shallbe.chargetltolhe
JoinE accouut.

I

I

!
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EXHTBITA

AII,ACHED TO AND y'ADB A r r OP CP6RfiafrE$Gl*3I&rr DAstjD .ttUeRy I,, 19e?, BETWEEN
yArEs PETBOT,E0U'C€R!O&ATr,ON. '.qpriRAs,OBtr. AND IA1ES DnTLLING Ctt4pANr, ET AE, r.r{CN-

OPERATOISE, COVEBING eDI' TAFDS (lt{MtsD BY ITARdIES BI|T Ncri' CovsRED BY ANOttt{BR OPSBATING
EGBSEMBNT. :

llE$

the parE:ies to tb.e to which this agresent is at-
tacired own the wo.rking interEst j.n rights ulderlying the lanils cortered

accordance l,'itb tie perce,ntages ofby suctt agree&€Bt (tbe nContraot
to the OPd:atirg AgtreeEent (f.}re "par-partieipetion as 6Et forth ln Erhtbtt

tlcipatioD ltercentagex )

i In'accordalce with t&e
theieto has tbe rlgbt to take its

tJte operatiag AgleeEsnt' eadl, ftarty
gas E:.oduc€d, froil tbe cotttracq Ar€a

anat narket the sars. In tbe eveat the pa.rties hereto cgl1ectively oening
particiEation Bercentages of, ].ess ale lot at aly tirs taktug o! rnalfet-
iag f.beir share of gas or hav€ to se1l
frob the Co[tract etrea to a does
,agEeenent is il! eff,ect talre the fulI of, Eas
of suc:r par?ies'. this agreeD€nt
te]fils herehaf,ter sat f,orl!.

2.onacoau]-ativebasls,eacbparq:'notta]cingotEad.etjsglts
f,u1l .sbare of tlre gas Br-oduced sbaU be .*eaitta rrit$ gas ia Blace equal. to its
f,.1l share of ttre gas ;rodrced under bbis agreenentr less its'Sb'are of gas s.ed

iD].easeoFeraeioo!''Y-ente.lorlost,andl1ee6t$at!'ortionsucbPartytookof
delivereci to :Lts purcibaseri Elre O!€rator r'fil1 ltaititain a c11Eletrt accouot of gaE

balance betvreen itt" pu,rti.s ana rEnrtrnts4 aff italties l-reretg l,onthly state-
rnelrts showing the total guantity of ga's proalucedl, tlre a[Funt useii in lease opera-

tions, ventud or lort,-tf* tot"f-eo.nt1ty of,,liquid hydrocarbons recovered

tbereisoi and tbe rootify endl crnu1ailvE orres anil ruAer accourt of eactr party'

3.Ata].].tfuieswbl.xe'g.aElsproduceaf,romtbecontractArea,each
larty bereto will uale settlgletrt ltittr tlre res,pecEive ^rc]'alty 3o* to whdt
'if,"t' o. eaclr accou:rtable, just as if, eacrh Party $tere taleing or dleliverlag to a
pfr;h";E" 

"ttr"e, 
uta iti share only.' E;ch parw bereto agrees to bold each

itaer party harnless f,rm any and all claiJus fof foyalty.palBents asserted, !v

"'fr"fti 
orir.-" to rrhon each pait:l ls accountable' She tem "rofalty onnrer'

sniii iucfuae o$nets of royat€y1 overiiding ro!'altiesr proalsctiorr payme*s ald
otlrer sLnilar interests- i

Each partl' prodlucing and ta3ip6 or deliverlng gas to its purchaser

sha].L pay any and all product'ion tarres ,1U "tt 
suclt gas'

4. After no,tice to the operator, any patqr at aly ti.ne Eay beg:in tak-
i"ng or delivertng to its Purchase; ils.egff shar-e of, lbe gas producedl ftao8 a pro-

""iioo 
unit unalEr whietr it ha€ gas illlace less such lta:r'tfrts share of .Sa9 1;ep

ii op"r"t1oo", vented. or losL. rn adtil{tion to suc}r sbare, eacb Ba,,ty, lscluduig
tb"-G;;t;;, r5rtll lt has .recoverecl its gag ln Place and' balanceil tbe qaE as-
couirt.as to its interest, sliEll be entitld to take or dellver to its plrrchase:f

a share of Eas deter4irterl. by fiultiPlyisg SOt of the interest Ln the cuffent gas

production dt tn" Part]' or p-arties rcitlrout gaf it P1f" !Y a -fractiou' thE riruner-

;;;;-;n,rti"r, * trr" int"*"t J.n the Broratlon unit of, sucb Earty ttitb gas in
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plaee and the clenoninator of, whlch is tbe total percentage interest in such Pro-
zation unit of all parties with gas, in $lace curreBtly taking or deliver5ng to a
Furctras€r.

5. Nothirtg hereLn 3ha11 be construed to deny a:xy ParLT the rLght'.
f,rom time to ti.ne, to profirce anct take or deLiver to its puicha6et lts f,uLl
sbare of the allosable gas production to neet tlre deliverability tests requlreA
by its porchaser, provided that said test sboqld be reasoaable tn lengl$. no!-
mally'not to exceeil 7? hours.

6. If a proration uldt ceasOE to Prodhrce gas and./or liqund hydrocar-
bons ln pqylng quantities before the gaa accoulrt ls baaancedr settle$ent wlX1, be
made bettreen the d:rderprotluced and over5noduc€di partles. Ia naking sueh settle'
ruent, the underlrroduced party or-parties'wil1 be paid a sum of noney bryr the over-
produced party or partJ.es attributable to tl1e overproahlction whicb said overpro-
duced pa:atlr received., less applicable ta:<es theretofole paid. at the apgtlicable.
price defined below f,or the deiivery of a vollue of gas egual to tbat for vthich;
lettlefireut is toaale. For gas, ttre gxice p which is sot reqrlated by fetleral,l
state or otlrer governnettal agenciesj ffre priee basiE sball be tlre prise re;
ceivecl f,or the Eale Of tbe gas. For g'as, tlregrice of wtrich is atubject to regu-
lation by federal, state or otler goyeranental authorities, tlre price basis
shal-I be the rate coLleqLed., fgora ti$e'to tine, whicb is not subiect to possible
refirnd, as Brovlded by the FeileraL EneEgy Regulatory Comr8isslon or atty other gov-
ernmerrtal authority, puf,$tant to flnal 6rder or settlenent aFPl+cable to the gas
solit f:rin Eucih flel1, Blus any additionalf cqJ.l,ected ldhiph is not ulti-
nately requircd, to be refunited by $rah authority' 6uclt addlitional col.lecteil
asount to be accountedl for at sucb tifie as f,inal deterninati.on is nade witb
respect heretb.

7. No,Lwithstaniling the provisions of $6, it is eqpressly egreeit that
any untterproducedl ParB' shall haqe,the optlonal right, with resPest to eadr Plto-
ralla unit. to receive a cash settlement bringiDg suclr ulrderProaluced., partyrs
gas account iEto balar:ce at a:}y tine and f,:ron tLure to tiae prior to tlre fillal
iettlernelrt, !t' filst.giviag each overproihlcea party 90 daysr lffitten notice of
d,emand for caih settleuent. If such option J.s so exercised, settleneu'E shall be

nade (as of ?:00 orclock A.M. on the first day of, t}le calenilar mortb f,ollo'ttlng
tbe date of sucli etritten d.euands) nltlrLn 90 days f,oJ-lowiug ttre aetual receipt of
Snch wrl.tteo dernands bY tne ovelpFoituced pareiesr'in the '6ame naurner provid.efl
for i! l[6- 1llre optlon provJ.d.ed fot ilo tf,ris paragrapb rlay be exerc:lsed, f,rom

tjj&e to tfuoe, but only one tfile ln each cal-endar year-

8. Nothing herein shalL change or affest each party'E obligatlon to
pay its prol,ortionate share of all cosls and liabilities i.nctrrecl' as its share
thereof is set f,ortb i.D the oPeratLng Agtreeue4t-

9.' ghis ag:reAr4ant shall constitute a geparate agreer€dt as to eacb
proratlon unit aPproved by the applicable regulatosy auttrority for a Fool withi:r
ttre Contract Area, but sucb proratloE unit shalL not inclucte any prodbrcing hori-
zon which is sirt vlthin tlre vettital linits of said !ooL. Ehls agreeneot sha1l
re8ain ln force a.!d effect so long aE tJre Operating Agrreemeol to whicit it Is
attached 

"etE:irrs 
fu effest, and shal.t inule to the beneflt of anal be blncling

Upon the parlies hereto, tbe5.r heirs, guccessorsr legal. representatives and

assigns.

-t-
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operator ag}ees as follotts:
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AS1'ACHBD TS AND D1ADE A pARrr oF opBaATIlrG Ach3tsunil DAI$D ']ANUATY 
1, 1987. B:E$|EEN

yaggs pglrrotEttu C{RpOxjRlrIoN, sopaR}ToRT. ANb YATEs DRfLLING @l{PAl{Y, ET AL' trNON-

Op1BATORS!. COVESTNG AI,TJ IANDS O$llrED By PnnTrr+E BUT ll0:t COVERSD BY ANoTITER OPEBAIt}IG

l"F"

,l

(1) l*re operator wilJ. not discrininate agaiiipp arrV elrPloyeo or applicant
for enFloy$ent becauge of !ace, colotr +ligion' national' origin or
Ee8. The olterator wi].f, take affJ.rnativf,action to cnsu:ce that appli-
cantq are elrPLoyealr aBd that enPlolzees.di'e treated cluring enplolnent'
without regard to thei! race, colof. rdl,igion, natlonal origi:t or sex'
Suctr aqtLon shalt i.ncluiler but,not be ltdted to the foJ.lowingt Erllploy-

' ment, t44tading, denoaion, oF transfer'lliecn:ttnent or J:ecruiilBent ad-
ertising; layoff or iertoinationt rates'tgf Pay ot ot}er fo::ns of cornr

pensatl,onr aatl selection for training, ihctuding appq'Ir.llceshi3' rte
Op,erator agrees to post in.conspicuous.piacesr. available to elnptoyees
and appricants for enploldeut noticgs !o be prbvldeit for the contrict-
ing oi-eicer settililg fortb tlre Brovisions of tlis non-discrinination
clause.

(2' tEre Operator wial, in all soLicitations'or advertiser$ents f,or eqployges
placeE by or on behalf of tbe Operator,fstate that all quallf,ieal apltli-
cants rri11 receive consideration for emlitoryruent withogt regald. to race'
lco].or. religion, natiouaJ. origd'n or sex.

(3) xhe operator rei1l seod to eactr l-abor ulion oJ represeotative of' wor1ers
witb;hich it has a collective ba'gaining agreer*nt o,. ot'her contract
or rndelEtanating, a nirtiee to be Brovidbd by thg agenc,y contracting
officef, advisi.ng the Labor rpiqn or work$:sr.regrgsentative of, ttre
Operatorts comi.tmsnts utr,iler Sdction 2O2 of Exesutfite Order 11246 of
Slp@nber 24, LggS,. arrd sball post iopies of, tJre notLca in coaspicgous
plices armilabLe to eryrloyees and al,plLcarts for elplol'ltent'

(4) [tre osLrator !dU. conply oritl rt1. provisions of E:lsdutiee Oriler ].1246

i!-s;it"nf." ii, *as, aua ot the ru.te6, regulabions, ancl releveot orders
of the secretaty of labo!.

til nho o!,erator w:llt fu:oish atL infomation ana ieports required. by Executive
Oraef ffZag of SeBternber 24. !965. andt by the rulesr reg'pJ-ations. agdl orderg
of the secretary.of, l,rbor, or pu:rsuaDt tlreretol anF l'lilL retoit access to
its books, record". a[dl accounts by the contracting agenclt andl the Secretary'
of, l€bor for puraroses of irrvestigaeion to iscertain ccmpllaoce witb such

r.lrlesr :regulationsr anil orde::s.

(6) In tl}e event oi the OSreratorrs norr-conpLiance witlr tlre non-discrjroiaation
clanses of tltis contracg or rritb €ury of suctr rulesr regu!.atione, or olders,
tibis contract nay b9 catlcelledr ts:einated or susBendecl in wbol'd or ln part
and ttre OperatdE may.be dleelared inelig-j.bX.e f,or furtlrer Gove:onent ontracts
in .aaeor$nce qith p::ocedureg authorizea in E:€cartive Ordler L1246 of
september 24, Lg65, and sudr otlrer sanctioEs lrElt bA i-ryosecl anil re$etlies
fuioked as Btoi,ided in Sr6qrtive Order L1246 of Septetber 24, L965, ot.by

, t1rl*, oegrol"tl*r, or ordler of, ttre Secletarr of Lab-orr or as othi)llf{Se Pro-
lidea by Idt. :

a I

t
I
rl
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(?) l[!re operator will include tho provisions of ParagraPhs (I) t-hrough
(?) in everil subcontraq! or putchase order unless exenPted by rules'
regtlatims, or otders of the secreta.nt of, r'abor Lssued $)rsuant to
Sectioa ?OA ot. Execrtive Order 11245 of, Septenbar 24, 1965. so that
suctr Plovl,sLons will be binding upon each snbcontractor o! vendor.
[he Operator wil]. take such aation with resFect to any subcontrace
or E)urchasg ordler.as the contract:lng agency nay direct as a rneans of
enf,orcing such provisions inchrdlng sancLlons for non-coltpliance:
Provideat, trofiever, that in th.e evenf the O!,e!a.f.or beoorres irurohted
inr or is t?rreatenea roith' litigatlon wita.a subcontraqtor or vend,or

- as a Fesult of such direcf,ion by the contracting age\qt the Operator
may nequese the onitedl states to enter into such litigatlon to pro-
teet the irrterests of tlre Uniteit States.

oFeratot acknosledges that :lt nay be regulred to file standara Form Loo
(EG-.l) pponurLgated jointly by tbe Of,flce of Federal contrast cimpliancer tlre
Equal Enfrioysrent opporhrnit:' colutission andl Plans for ProgresF with '-oint ae-
portinE cormittee. Federal Depot' ,tef,fersonviile. Indliana, witbin thirty (30)
aays of the itata of contract ar+ard if srrch reBort has no,t been filed for the
cu:.lent year andl other',rise coslrly rcith or file such other conPliahce,IePorts
as lray be reguireil r:nder Executive Order !L246 r as artrend.eA and Ru1e6 and, Re-
gulations adopted. thereunaler.

q)erator f,urtlrer acknowled,ges tlrat he. day be required to develoP a written
af,fi:m;tive action ionplia:rce, Progr.am as regrrireal by the .Ru]es ald Regtilations
approyed, by 

"tfre 
Secretary oi labor utrder authority of, E*esutive Oariler 11246 and

suBply l{oir-operators rrittr a copy of such Progtam if, tley Eo request.

CEISIFIC$TION OF NON-SEGREGBTED TACIIJITIES

otrterator assures No'!-olerators t$at it doeg not an<l wiLl not
rnalntai.n or provide for its enFloyees any seg:regated facilities at any
of, Lts establishrnentsr and.that it goes not and will not permit its
elployees to perform thelr senrices Bt any location, under its control,
where segregateil facifitles are rnainlaineil. For this Burlnse, lt is
utrderstooil tbat the phrase trsegregated facilitiest' i$cludes faciliiies
nhidh are in fact segregatedl on 3 basis of race, color' religion', or
national origJ.n1. because of, habit; 1ocaI crrstom'or othenrise. It is
f,urtlrE! undeLstoo€ and agreed tbat nalnlal.nlng or proviiling segregated
faqlSjeies for lts esployees or Permitting it€.esltlol'ees to perfonn tlleir
senrlces at any locatioD under its controL where segregated faqiLities
are maLntain€d, ls a viblation of ttre. equal olllrdrllmity clause requireA
by E:<ecrrtive OrAer 11246 of Septerber 24r 1965.

operator furtber uaderstahds ana agiees tha! a breach of, tfte
assurance herein contained sr:bjects it to the provisions of the ordier
at 41 'cFR GraSrter 5o of the secletaqr of Lebor aateA gay 2lr'x9.68' andl

t&e p:rovisions of the equai oporeunity aLausri enumeratedl in oontracts
betrveen the (hited States of Scpriea and No!.-OPeratots.

,. Whoever krrowingly antl wilX.fully nakes any f,alse, f,ictltloqc or
fraudrrlent representatloo 4ay be lLable to crimlnal prosecutioa u[der 18.
s.s.c. E too1.

Srtibit nErl

Page 2
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EXHIBIT B

IhISURANCE REQUIREMENTS

A. As to all operations. hereunder, Operator shall carry for the benefrt and protection of the
parties hereto Workers' Compensation and Emfloyefs Liabitity lnsurance in accordance with
the applicable State law. lf under the laws of said State, Operator is authorized to be a self-
insurer as to Workerq' Compensation and Employeds Liability, Operator may.elect to be a self-
insurer under s.uch ldws and in such event Qperator shall charge to the joint account in lieu of
any premiums ior sqin indurance, a premium equivalent not to-exceed manual insurance rates
applied to the payroll.

B. Operator shall not.be iequired to carry any other insurance for the joint account. The
liability of the parties hereto in damages for claims growing out of personal injury to or death of
third persons or damage or destruction of property of third par,ties resufting from the operationS
conduc{ed. hereunder shall .be bome by the parties hereto in'the proportions of their respective
obligations to bear such costs. Operator shall not be liable io Non-Operator for loss, damages
or destruction to iointly owned property from operations hereunder unless such loss, damageS
or destruction arise solely out of willful misconduct or gross negligence of Operator.

C. Each party individually may acquire at 'rts olrn cost and oeense such insurance as it
deems proper to protect itself fom third pady claims or damages to joint property and such
insurance shall inure solelyforthe benefit of such party procuring same; provided, however, that
each such insurance policy shall contain a waiver on the part of the insurance carier of all
rights, by sub,rogation or otherwise, against all of the other parties hereto.

D. Operafor shall require all confactors engaged in work onorfor the benefit of the
opgrations hereunder to comply with applicable Workers' Compensation and Employefs
Liability laws and to maintain sucft other insurance as Operatorshall deem necessary.

Pago I of1
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WHEREAS, thereafter, pursuant to Assignment of Oil, Gas and Mineral lrases dated
October L2,z0lS,effectiveAugust l,2018,recordedinBook ll16,Page l0S9oftheEddyCounty
Records, Eddy County, New Mexico, EOG Y Resources, Inc., EOG A Resources, lnc. and EOG
M Resources, Inc., as assignor, assigned to Novo Oil & Gas Northern Delaware, LLC, as assignee,
all of assignor's interest in United States of America Oil and Gas lrase NM-l2l95l insofar and
only insofar as said lease covers the N/2 SW4 of Section 4, Township 23 South, Range 29 East,
NMPM, Eddy County, New Mexico (the "Novo Assignment"). The Novo Assignment is made
subject to the Pooling Agreement. [t was the intent of the parties to the Novo Assignment for
Novo Oil & Gas Northern Delaware, LLC to own an interest only in the Novo L,ands.

WHEREAS, EOG Resources, Inc., a Delaware corporation, is successorby merger to EOG
Y Resources,Inc., EOG A Resources,Inc., and EOG M Resources,Inc., each filed December 17,

2018, effective January 1,2019.

WHEREAS, EOG Resources, Inc., a Delaware corporation (separately and as successor by
merger to EOG Y Resources, Inc., EOG A Resources, Inc., and EOG M Resources, Inc.) assigned
to BTA Oil Producers, LLC, a Texas limiled liability company, the Subject lrases insofar as said
leases cover the Subject Lands pursuant to Assignment dated effective November l, 2018,
recorded in Book I I 19, Page 0048 of the Eddy County Records, Eddy County, New Mexico.

WHEREAS, BTA Oil Producers, LLC, and Novo Oil & Gas Northern Delaware, LI,C
("Novo") executed a Stipulation of lnterest dated effective August 1, 2018, and recorded in Book
ll?l,Page 0804 of the Eddy County Records, Eddy County, New Mexico, wherein said parties
agreed that pursuant to the Novo Assignment, Novo acquired an interest in only the Novo Lands
and Novo owns no interest in the Subject Lands.

WHEREAS, the undersigned parties desire to clarify that the Subject Lands will no longer
be subject to the Yates Operating Agreement but instead the Subject Lands will be subject to a
separate operating agreement containing terms identical to the Yates Operating Agreement less

and except Article XV.D. which is hereby stricken and removed. The undersigned parties further
desire to stipulate and agree that the Pooling Agreement is amended to cover the Subject L,ands

only.

NOW, THEREFORE, for valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, and for the mutual benefits to be derived herefrom, the undersigned parties
do hereby covenant, stipulate and agrer that (i) the Subject lands are not subject to the Yates
Operating Agreement but instead are subject to a separate operating agreement containing tenns
identical to the Yates Operating Agreement (the "Subject Lands JOA'); (ii) Exhibit "A" to the
Subject Lands JOA is as shown on Exhibit "A" attached hereto; (iii) BTA Oil Producers, LI-C is
the current Operator under the Subject I-ands JOA; and (iv) as between BTA Oit Producers, LLC
and Oxy Y-l Company, the Pooling Agreement is amended to delete the Novo l,ands and cover
the Subject Lands only.

This instrument shall be deemed to contain adequate words of grant and conveyance as are

necessary and proper in order to effectuate the stipulation and agreement above. The undersigned
parties agree to execute, acknowledge and deliver such further instruments and take such other

2
Mt DLAN D\00001 1\m024n2319634.3



Eddy County, New Mexico

By:
Name:
Title:

Barry Be[, Jr. t
Managing Member

05/16/2019 10:08 AM

\,P

1906452 Page 3 of 6

action as may be reasonably necessary in order to more fully accomplish the purposes of this
Ratification of Operating Agreement and Stipulation of Interest.

This agreement may be executed in any number of separate counterparts by the parties.
For recording purposes, the signature and acknowledgement pages of the counterparts rnay be
assembled into one document. The terms and provisions of this instrument shall be binding upon
and inure to the benefit ofthe undersigned parties and their respective heirs, successors and assigns
once signed by both of the undersigned parties.

This Stipulation of Interest is executed on the dates of the respective acknowledgments of
the parties but is effective as of November l, 2018.

BTA OIL PRODUCERS, LLC, Texas limited liability company

N't'-, \/\'- 1

OXY Y-l COMPANY, a New Mexico corporation

By:
Name:
Title: wvN5

3
MIDTAN D\fiXro11\m024n23 19634.3
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STATE OF TEXAS

COUNTY OF MIDLAND

This instrument was acknowledged before me on the
Beal, Jr., Managing Member of BTA Oil Producers, LLC, a
behalf of said limited liability company.

Notary Public - State of
My Commission Expires:

STATE OF TEXAS

COTJNTY OF u\r. r r l-.

lo.*r"r$#ote,byBarry
Texas limited liability company, on

1906452 Page 4 of 6

$

$

$

$

$

$

This instrument was acknowledged before me on tfre 1(-,F day of #t , 2019, by
of Oxy Y-l Company., a New Mexico

u O"1,. --{CH^,-
NoFy Public - stuFof :rP&s-
My Commission Expires: €lrBlbll

4

dIm
6tAStIn

Steb
ID

nsrc,
Hobry

uE
M(nA|.rcAfl

Com$simee.

LANGDELEENA O

7907t
0?-18-2022

281ID
ExpiresComm.

Public, Stttc ol
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Exhibit *A'

Attached to and made a part of that certain Operating Agreement
by and between BTA Oil Producers, LLC, Operator and

Oxy Y-l Company, Non-Operator

I. LANDS SUBJECT TO AGREEMENT:

Lots 1,2, NE/4 and E/2NW4 of Section 7,andNW4 of Section 8, Township 23 South,
Range 29Bast, Eddy County, New Mexico, containing 474.11acres, more or less.

All Depths.

UI. INTEREST OF THE PARTIES TO THIS AGREE.MENT:

In the Culebra "BLV" Federal No. l-H Well as to the Bone Sorine formation

BTA Oil Producers, LLC
lM South Pecos
Midland, Texas 79701
Phone: 432-682-3753
Attn: Willis Price

73.196667o

Page 5 of 6

tr

In wells drilled on the Lands referenced above s.ave except the Culebra "BLV" Federal
No. l-H Well as to the Bone Spring formetion

BTA Oil Producers, I LC
104 South Pecos
Midland, Texas 79701
Phone: 432-682-3753
Attn: Willis Price

73.l%l52Vo

OxyY-l Company
P. O. Box 4294
Houston, TX772LO-4294

Oxy Y-l Company
P. O. Box 4294
Houston, TX772|O-4294

26.8O334Vo

26.8O248Vo

A-t
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NMNM-121591
United State of America
Yates Petroleum Corporation, et al
May 01, 2009

Insofar as it covers the NW4 of Section 8, Township 23

South, Range 29 East, N.M.P.M., Eddy County, New
Mexico, containing 160 acres, more or less.

NMNM-103879
United State of America
Yates Petroleum Coqporation, et al
March 1,2000

Lots 1, 2, NE/4, and B2NW4 of Section 7, Township 23

South, Range 29 East, N.M.P.M., Eddy County, New
Mexico, containing 314.1 I acres, more or less.

Page 6 of 6

IV. OIL AND GAS LEASES:

Oil and Gas [rases owned by the parties hereto covering the lands subject to this
Agreement insofar as they cover Lots l, 2, NE/4 and E/2NW4 of Section 7, and NW4 of
Section 8, Township 23 South, Range 29 East, Eddy County, New Mexico, as to all
depths:

l. Federal lrase No.
[.essor:
I*ssee:
Date:
Recorded:
I-and Covered:

2. Federal Lease No.:
kssor:
Irssee:
Date:
Recorded:
Land Covered:

A-2
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Should you have any questions or wish to discuss, please call me at (432) 682-3753.

Respectfully

Qse?q
Willis D. Price III
Land Manager

Oxy hereby elects to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #lH well.

Oxy hereby elects NOT to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #lH well

Working Interest Owner:

Oxy Y-l Company

By

Title:

Date:

Enclosures

2



BTA OIL PRODUCERS, LLC

WELL COST ESTIMATE & AUTHORIW FOR EXPENDITURE

Wett Name: Ochoa 8703 Fed #1H (WLDC) Total Depth: -10532'TVD
18,445',MD

Fomation: Lwr Wolfcamp

E feAsiiEDT6-Cl mo-u.PMo K

Location.

Date Preparcd:

!r'l{fry[rgitEig(&Eii$

1.5 mile
SHL: 1620' FNL 375 FEL Sec 12 235 28E

BHL: 330' FNL 2600' FWL Sec 8 23S 29E

Eddy County, NM

6/27h9

FORMATION EVALUATION

LOGS
LOCATION & ACCESS
SURVEY & STAKE
DAMAGES
ROAD & LOCATION
OTHER LOCATION
DRILLING RIG
MOBILIZATION
DAYWORK
DRILLING SUPPLIES
BITS
BHA
FUEL
MUD RELATED
MUD PURCHASE
MUD RENTAL
FRESH WATER
BRINE
SOLIDS CONTROL
MUD MONITOR
MUD RELATEO OTHER
DRILLING SERVICES
BOP RELATED
CASING RELATED
WELDING
TRUCKING
RENTAL EOUIP,
OTHER SERVICES
CEMENT
CASING CEMENTING
OTHER CEMENTING
CONTRACT SERVICES
ENGINEERING
GEOLOGICAL
ROUSTABOUT
WELLSITE SUPERVISION
OTHER CONTRACT SERV.
COMPLETION SERVICES
PULLING UNIT
PERFORATE
STIMULATION
OTHER COMPL. SERV.
OVERHEAD
DRLG & ADMIN.

$$ $

(Centrifuge)

(Direction/GR Seruices)

(13 3/8" @ 480)
(9 s/8" @ 2,5s0')
7" @10558
4-1t2 @rD

'10,000

$ 1,620,035 $ 282/00

19,500
76,000

285,000

22,O00

150,000

10,000

90,000

402,500 250,000

8,000
20,000

8,000
43,470

5,000

5,000

5,000
10,000
50,000

120,000

60,000
409,500

68,000
35,000

126,000

85,000

25,000
20,000
26,565
22,OOO

28,000

15,000
25,000

8,000
22,500
45,000

205,000

1 10,000

78,000

24,000

5,000

5,000

9,000
1,000

4,000
35,000
2,000

10,000
10,000

85,000

14.400

250,000

31,944

20,000

12,000

65,000

s00,000

54,000
330,000

120,000

5,000
50,000

40,000
21 6,000

2,400,000
200,000

4,600

$

60,000
10,000
60.000

25,000
3,000

5,000
450,000

- 613.000

613,000

277,776

25,000
0

5,000
10,000
62,000

120,000
0

60,000
487,500

0
68,000

100,000
1 50,000

0
90,000

u
530,000

20,000
35,565
23,000
28,000

0
19,000
60,000
10,000
86,500

385,000
205,000

0
195,000
120,000

0
8,000

20,000
13,000

107,870
5,O00

0
40,000

216,000
2,400,000

200,000
0

14,600

W
[aNsELSCIAgrSs&

TUBULARS
SURFACE CASING
INTERMEDIATE CSG
PRODUCTION CSG
PROD LINER & HNGR
WELL EQUIPMENT
WELL HEAD
FLOWLINE
TUBING
PUMPING UNIT
SUBSURFACE EQUIP
OTHER WELL EQUIP
LEASE EQUIPMENT
ELECTRICAL SYSTEM
OTHER LEASE EQUIP

5,919,035

19,500
76,000

285,000
1 50,000

0
92,000
10,000
60,000

0
25,000
93,000

0
5,000

450,000

SUBTOTAL - TANGIBLES

SYSTEMS
GAS LINE TANGIELES
GAS LINE INTANGIBLES
COMPRESSOR
GAS PLANT TANGIBLES
GAS PLANT INTANGIBLES
DEHYDRATOR

SUBTOTAL - SYSTEMS

GENERAL CONTINGENCIES

CUMU1ATIVE WELL !OSTS!'':t:, 
- :: l1 t,: :11'r'::l-;:,'i.',ti ..,'l

s 2 M3 Aa7 $ 564,344 $ 4,907,376

0
0
0
0
0
0

0
0

1,265,500

$ 1,265,s00

0 00

402,500

121,352

APPROVED BY:

COMPANY:

DATE:

clusers\mlagan\Documents\Land\AFE\87o3Ochoa#lHAFE.xis 8703ochoa#1HAFE'xlsx 7/&12019 10:42AM gg

7,1 84,535
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BTA Oil Producerc, LLC

Ochoa 8703 Fed - ATS MaP

SHL:Sec. 1 2,T23S-R28E/BHL:Sec.8,T23S-29E

Eddy Co., New Mexico

6

+

5 + 4

+
H
H

H Ochoa 8703 Fed

WELL SYMBOLS
O Location Only

f Proposed Location

O OilWell

$ Gaswett
.f ory xote

/ lnjeclionwall
I Plugged &Abandoned Oil Well

f flugged & Abandoned Gas Well

Itr SeMco Well

/ Junxea
-$* Ory Hotu Wth Gas Show

$* Ory Uot" Wttr Oil Stto*

$*oDry ttole wth oil & Gas show
A Pitot Hole

A Pluggec Service wett

12

a

O

o

I

a

a

7*

REMARKS
.* IN.HOUSE USE ONLY *

BTA Acrsage Highlght€d ln Lt Bluo

Ochoa 8703 Fsd*1H (\rvLOC)
SHL 1620'FNL&375'FEL(Se.'12)
BHL:330FNL&260o'F\ryUSe.8)
frP:330'FNL&1m'M(S47)
LTP:330'FNL&254OF\tvt(Ssc.8)

Ochoa 8703 F€d#2H (l /LOC)
sHL1650'FNL&375 FEL(Seql2)
BHL:99OFNLA26O0'FWL(Sec.8)
FTP:990'FNLAl00'M(s.c.7)
LTP:990'FNL&2540'F\ r-(Sec,8)

Ochoa 8703 F€d *3H (WLEF)
sHL 1680'FNL&375'F€L(S@.12)
8HL: I sOFNL&2600'Fwl-(se.8)
FTP:1650'FNL&100'Fm(S€c.7)
LTP:1650'FN18254o'FWL(Se.0)

Odoa 8703 Fed #4H (\tvl-EF)
sHL: I 710'FNL&375'FELIS6c.12)
8HL:2310FN182800'FWL{4s.8)
FTP:231o'FNL&100'F\4I-(S€c.7)

LTP:2310 FN1&254o'FWL(Sec.8)

BT JHB

18

*

a

o 2.456I-_____-_r
FEET

718DO192106'.57 PM

E
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SHIP DATE: 08JUL19
ACTWGT: 2.00 LB
CAD: I I1366055/|NET4100

BILL SENDER

0RlGlN ID:MAFA (432) 682-3753
WLLIS PRICE
BTA OIL PRODUCERS
104 SOUTH PEC0S

MIDLAND, TX 7970,I
IINITFD STATFS IIS

-
c!
I
€

n

TO PETER R. VAN LIEW
OCCIDENTAL OIL & GAS CORPORATION

5 GREENWAY PLMA, SUITE 110

HOUSTON TX 77046

{ffi3) 
e85-6972 REF: 1013-3770-7

DFPTPO OCHOA FED

ilt 11ilililil ll n u il [ ililil ilil lllilil ilil lil ililillllllllllllllilllllllllllllllllllllll
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FeG<,
Express
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T
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ffi zzse ssss 6380

AB HOUA

TUE - 09 JUL 10:30A

PRIORITY OVERNIGHT

DSR

77046
TX_us IAH
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Mona Laoan

From:
Sent:
To:
Subject:

Tracki ng Updates@fedex.com
Tuesday, July 9, 2019 9:M AM

Mona Lagan

FedEx Shipment 775655856380 Delivered

Ship date:
Mon, 71812019

Willis Price

BTA Oil Producers

Midland, TX79701

US Delivered

Shipment Facts

Our records indicate that the following package has been delivered

Tracking number: 775655856380

Status: Delivered: 0710912O19 O9:40

AM Signed for By: M.HALL

Purchase order number: Ochoa Fed

Reference: 1013-3770-7

Signed for by: M.HALL

Delivery location: HOUSTON, TX

Delivered to: Mailroom

Service type: FedEx Priority Overnight@

Packaging type: FedEx@ Pak

Number of pieces: 1

Weight: 1.001b.

1

E

**++* DffERNAL EMAIL - Please use caution and 9!9-reI open attachments or click links from unknown or

unexpected emails. *****

Your package has been delivered
Tracking # 77 5655856380

Delivery date:
Tue,7l9l2019 9:40 am

Peter R. Van Liew

Oil& Gas

5 Greenway Plaza, Suite 110

HOUSTON, TX77046

US

x



CARLTON BEAL, JR.
BARRY BEAL
SPENCER BEAL
KELLY BEAL
BARRY BEAL, JR.
STUART BEAL

BTA OIL PRODUCERS, LLC
1O4 SOUTH PECOS STREET

MIDLAND, TEXAS 79701-5021
432-682-3753

FAX 432-683-0311

GULF COAST DISTRIGT
TOTAL PI-AZA

1201 LOUISIANA STREET, STE. 570
HOUSTON, TEXAS 77002

713-65&0077 FAX 713655-0346

ROCKY MOUNTAIN DISTRICT
600 17TH STREET, STE.2230 SOUTH

DENVER, COLORADO 80202
303-534-4404 FM303-5344661ROBERT DAVENPORT, JR.

July 8,2019

In re: BTA - Ochoa 8703 Fed#2H
Lots l, 2,NEl4 and E/2NW/4 of SectionT,andNW4 of Section 8-T23S-R29E-

Eddy County, New Mexico, containing 474.11 acres, more or less

Oxy Y-l Company
5 Greenway Plaza, Suite 110

Houston, TX77046
Attention: Mr. Peter R. Van Liew

Dear Peter:

BTA Oil Producers, LLC ("BTA") proposes to drill the Ochoa 8703 Fed #2H well ("the

Ochoa #2H"). Records indicate that Oxy Y-l Company ("Oxy") owns an 26.802480/o working

interest in the above described lands under that certain Operating Agreement dated January 1,

1987, naming BTA as Operator, as amended and ratified. Enclosed for your review are two (2)

original AFE(s) to drill and complete the Ochoa #2H, aproposed 18,532' MD, and approximate

10,693' TVD horizontal Lower Wolfcamp Shale well with a SHL of approximately 1,650' FNL

asd375'FEL of SectionL2-T23S-R28E, and aBHL of approximately 990' FNL and 2,600' FWL

of Section 8-T23S-R29E. The firsttake point is approximately 990' FNL and 100' FWL of Section

7, and the last take point is approximately 990' FNL and 2,540' FWL of Section 8. The 474.11

acre spacing unit for the Ochoa #2H covers Lots l,2,NEl4 and E/2NW/4 of Section 7, and the

N\\//4 of Section 8, Township 23 South, Range 29 East, Eddy County, New Mexico as to the

Wolfcamp formation. Please note that the Ochoa #2H is a horizontal well and there will not be a

casing point election. The election to participate in drilling the Ocho a #2H is also an election to

partioipate in the completion of the Ochoa#2H.

Should Oxy elect to participate in the drilling of the Ochoa #2H, please so indicate in the

space provided below and retum one (1) executed copy of this letter to the undersigned along with
one (1) executed copy of the AFE. BTA will schedule the drilling of the Ochoa #2H upon the

receipt of a permit to drill.



Should you have any questions or wish to discuss, please call me at (432) 682-3753.

Respectfully,

WW
Willis D. Price III
Land Manager

Oxy hereby elects to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #2H well.

Oxy hereby elects NOT to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #2H well.

Working Interest Owner:

Oxy Y-l Company

By:

Title:

Date:

Enclosures

2



BTA OIL PRODUCERS, LLC

WELL COST ESTIMATE &AUTHORITY FOR EXPENDITURE

Well Name: Ochoa 87a3 Fed#2H WLDC) Total Depth:

Formation:

20,000

12,000

65,000

s00,000

54,000
330,000

120,000

5,000
50.000

40,000
216,000

2,400,000
200,000

60.000
10,000
60,000
25,000

3,000

5,000
450,000

613,000

619000

277,776

-10693'TVD
18,532'MD

LwrWolfcamp

E
s

rffimFdErl

78,000

24,000

5,000

5,000

9,000
1,000

4,000
35,000

2,000
10,000
10,000

250,000

31,944

Location:

Date Prepared:

rc

1-5 mile
SHL: 1650' FNL 375 FEL Sec 12 235 28E
BHL: 990' FNL 2600' FWL Sec 8 23S 29E

Eddy County, NM

6127/19

FORMATION EVALUATION

LOGS
LOCATION & ACCESS
SURVEY & STAKE
OAMAGES
ROAD & LOCATION
OTHER LOCATION
DRILLING RIG
MOBILIZATION
DAYWORK
DRILLING SUPPLIES
BITS
BHA
FUEL
MUD RELATED
MUD PURCHASE
MUD RENTAL
FRESH WATER
BRINE
SOLIDS CONTROL
MUO MONITOR
MUD RELATED OTHER
DRILLING SERVICES
BOP RELATED
CASING RELATED
WELDING
TRUCKING
RENTAL EOUIP.
OTHER SERVICES
CEMENT
CASING CEMENTING
OTHER CEMENTING
CONTRACT SERVICES
ENGINEERING
GEOLOGICAL
ROUSTABOUT
WELLSITE SUPERVISION
OTHER CONTRACT SERV.
COMPLETION SERVICES
PULLING UNIT
PERFORATE
STIMULATION
OTHER COMPL, SERV.
OVERHEAD
DRLG & ADMIN.

e$u

(Centrifuge)

(Oirection/GR Serui€s)

(13 3/8" @ 480')
(9 s/8" @ 2,550')
7" @10558
4-112" @TD

1 10,000 85,000

8,000
20,000

8,000
43,470
5,000

14,400

10,000
-$l.6rop3t $ 282400

19,500
76,000

285,000

22,OOO

150,000

10,000

90,000

402,500 250,000

U

5,000

5,000
'10,000

50,000
120,000

60,000
409,500

68,000
35,000

126,000

85,000

25,000
20,000
26,565
22,OOO

28,000

15,000
25,000

8.000
22,500
45,000

205,000

402,500

12't,352

25,000
0

5,000
10,000
62,000

120,000
0

60,000
487,500

0
68,000

100,000
150,000

0
90,000

0
530,000

20,000
35,565
23,000
28,000

0
19,000
60,000
10,000
86,500

385,000
205,000

0
195,000
120,000

U

8,000
20,o00
13,000

107,470
5,000

0
40,000

216,000
2,400,000

200,000
0

14,600

19,500
76,000

285,000
'150,000

0
92,000
10,000
60,000
25,000
93,000

5,000
450,000

4,600

$ 4,016,600 $ 5,919,035m
@

TUEULARS
SURFACE CASING
INTERMEDIATE CSG
PRODUCTION CSG
PROD LINER & HNGR
WELL EQUIPMENT
WELL HEAD
FLOWLINE
TUBING
SUBSURFACE EQUIP
OTHER WELL EQUIP
LEASE EQUIPMENT
ELECTRICAL SYSTEM
OTHER LEASE EQUIP

SUBTOTAL- TANGIBLES

SYSTEMS
GAS LINE TANGIBLES
GAS LINE INTANGIBLES
COMPRESSOR
GAS PLANTTANGIBLES
GAS PLANT INTANGIBLES
DEHYDRATOR

SUBTOTAL - SYSTEMS

GENERAL CONTINGENCIES

0

:

1,265,500

$ 1,265,500

0
0

0
0
0

$ 2.143.887 $ 5U,344

CluseF\mlagan\Documents\Land\AF887o3Ochoa*2HAFE.xtsx 8703OchoatzHAFElsx 7812019 10:52AM gg

s 4907376 7.'tu,535

APPROVED BY:
COMPA}{Y:
DATE:
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Ochoa 8703 Fed

+ )

18

*
16

A /
tl tE

o I1
I I

Gt efn oilProducers, LLC

Ochoa 8703 Fed - ATS MaP

sHL:Sec.'l 2,T23S-R28E/BHL:Sec.8,T23S-29E

Eddy Co., New Mexico

WELL SYMBOLS
O Location Only

f Proposed Localion

a OilWell

Jt Gaswett

$ ory Hol"

/ lniectionwell

, Plugged & Abandoned OilWell

$ eluggedaAbandonedGasWell

l\ SeMce well

I Junxed

$* Ory Hote wth Gas Show

d. ory xot" wth oil Show

f*oow Hot" w,n oil & Gas Show

O Pilot Hole

A etugg"c seMe Well

REMARKS
.* IN.HOUSE USE ONLY *

BTAAcT€age Highfight€d in Lt Blu€

odoa 8703 Fed #1H (vWDc)
sHL:1620'FNLa375'FEL{sec.12)
BHL:330'FNL&2600'Fla/L(s6c.8)
trP:330'FNL8 l00'FVvl-{sec.7)
LTP:330'FNLu540'M(se 8)

cbh@ 8703 F6d#2H (Ui1-DC)
sHL:1650 FNLE375'FEL{S€c. 12)
BHL990'FNLA28oOFWL(S€c.8)
ff P:990'FNL&100'F!^/L(Sec.7)

LTP:S00'FNL&2540'FV1[L(Ssc8)

Och@ 8703 Fed #H (WLEF)
sHL1880'FNL&375'FEL(sec.12)
BHL:1fi 0'FNL&2600'FW(S*8)
FTP:1 650'FNL&1oo'FWI(S*.7)
LTP:1650'FN182540'FWL(S6c E)

ochoa 8703 F6d *4H MLEF)
sHL: 1710'FNL&375'FEL(Se12)
BHL:231 o'FNL&2€00'FWL(ssc.8)
fi P:231 0'FNLa100'FWL(Sec.7)

LTPr231 0 FNLa2540'FwL(S€c.8)

Ay: JHB

o 2,456

---- I

FEET

PETRA 762019 2:06157 P[4
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SHIP DATE: 08JUL19
ACTWGT: 2.00 LB
CAD: 'l 1 1366055/INET4100

BILL SENDER

ORIGIN ID:MAFA (432) 682-3753
WILLIS PRICE
BTA OIL PRODUCERS
104 SOUTH PECOS

MIDLAND, TX 7S701
IINITFT) STATFS IIS

o
s
NoI
E
@6

TO PETER R. VAN LIEW
OCCIDENTAL OIL & GAS CORPORATION

5 GREENWAY PLMA, SUITE 110

HOUSTON TX 77046

1ll3) 
e85-6e72 REF:1013-3770'7

DFPTPO ONHOAFFN

lt I iltilillilt I | il ll I il ll lll lll I lll lllllll llll I ll lil I lllllllll llll I lll ll ll llllllllllllllll lll
FeG<"

Express

ffi zzse s585 6380

AB HOUA

TUE - 09 JUL 10:30A

PRIORITY OVERNIGHT

DSR

77446
TX.us IAH
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Delivered

Tuesday 7 /09/2019 at 9:40 am

DEUVERED

Signed for by. M.HALL

775655856380

GET STATUS UPDATES

OBTAIN PROOF OF DELIVERY

Shipment Facts

TRACKING I{UMBER
775655856380

SHIPPER REFERENCE

1013-3770-7

ACTUAL DELIVERY
Iue7/09/2019 9:40 am

TravelHistory

-tueday,7/O9lm19

9:4O am

SERVICE
FedEx Priority Overnight

SPECIAL HANDLING SECTIOI{

Deliver Weekday, Direct Signature
Required

Delivered

TO

HOUSTON, TX US

SIGNATURE SERVICES

Direct signature required

SHIP DATE

MonT/08/2019

FROM

MIDLAND TX US

HOUSTON,TX

Local Scan Time



CARLTON BEAL, JR.
BARRY BEAL
SPENCER BEAL
KELLY BEAL
BARRY BEAL, JR.
STUART BEAL
ROBERT DAVENPORI JR.

BTA OIL PRODUCERS,LLC
104 SOUTH PECOS STREET

MIDLAND, TEMS 7 97 01.5021
432-682-3753

FAX 432-683{311

GULF COAST DISTRICT
TOTAL Pr A7A

1201 LOUISIANA STREET, STE. 570
HOUSTON, TEXAS 77002

713-658-0077 FAX 713-655-0346

ROCKY IUIOUNTAIN DISTRICT
600 17TH STREET, STE. 2230 SOUTH

OENVER, COLORADO 80202
303-5344404 FAX303-534-4661

July 8, 2019

In re: BTA - Ochoa 8703 Fed #3H
Lots 1, 2, NE/4 and Ei2NW4 of Section 7, andNw4 of Section 8-T23S-R29E-
Eddy County, New Mexico, containing 474.11 acres, more or less

Oxy Y-l Company
5 Greenway Plaza, Suite 110
Houston, TX77046
Attention: Mr. Peter R. Van Liew

Dear Peter

BTA Oil Producers, LLC ("BTA") proposes to drill the Ochoa 8703 Fed #3H well ("the
Ochoa #3H"). Records indicate that Oxy Y-l Company ("Oxy") owns an26.80248% working
interest in the above described lands under that certain Operating Agreement dated January 1,

1987, naming BTA as Operator, as amended and ratified. Enclosed for your review are two (2)

original AFE(s) to drill and complete the Ochoa #3H, a proposed 18,532' MD, and approximate
10,693'TVD horizontal Lower Wolfcamp Shale well with a SHL of approximately i,650' FNL
and375' FEL of Section L2-T235-R28E, and a BHL of approximately 990' FNL and 2,600' FWL
ofSectionS-T23S-R29E. Thefirsttakepointisapproximately990'FNLandl00'FWLofSection
7, and the last take point is approximately 990' FNL and 2,540' FWL of Section 8. The 474.11

acre spacing unit for the Ochoa #3H covers Lots 1,2,NE14 and E/2NW/4 of Section 7, and the

NW/4 of Section 8, Township 23 South, Range 29 East, Eddy County, New Mexico as to the
Wolfcamp formation. Please note that the Ochoa #3H is a horizontal well and there will not be a

casing point election. The election to participate in drilling the Ochoa#3H is also an election to
participate in the completion of the Ochoa #3H.

Should Oxy elect to participate in the drilling of the Ochoa #3H, please so indicate in the
space provided below and retum one (1) executed copy of this letter to the undersigned along with
one (1) executed copy of the AFE. BTA will schedule the drilling of the Ochoa #3H upon the
receipt of a permit to drill.



Should you have any questions or wish to discuss, please call me at (432) 682-3753

Respectfully

tSF;a
Willis D. Price III
Land Manager

Oxy hereby elects to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #3H well.

Oxy hereby elects NOT to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #3H well.

Working Interest Owner:

Oxy Y-l Company

Title:

Date

Enclosures

2



BTA OIL PRODUCERS, LLC

WELL COST ESTIMATE & AUTHORITY FOR EXPENDITURE

Well Name: Ochoa 8703 Fed t+3H (VVLEF) Total Depth:

Formation:

20,000

12,000

65,000

500,000

54,000
330,000

120,000

5,000
50,000

6'13,000

277,776

-10541'TVD
18,347'MD

LwrWolfcamp

E
$

Location:

Date Prepared:

[ffiffiGffit
FORMATION EVALUATION

LOGS
LOCATION & ACCESS
SURVEY & STAKE
OAMAGES
ROAD & LOCATION
OTHER LOCATION
DRILLING RIG
MOBILIZATION
DAYWORK
DRILLING SUPPLIES
BITS
BHA
FUEL
MUD RELATED
MUD PURCHASE
FRESH WATER
BRINE
SOLIDS CONTROL
MUD MONITOR
MUD RETATED OTHER
DRILLING SERVICES
BOP RELATEO
CASING RELATED
WELDING
TRUCKING
RENTAL EQUIP,
OTHER SERVICES
CEMENT
CASING CEMENTING
OTHER CEMENTING
CONTRACT SERVICES
ENGINEERING
GEOLOGICAL
ROUSTABOUT
WELLSITE SUPERVISION
OTHER CONTRACT SERV.
COMPLETION SERVICES
PULLING UNIT
PERFORATE
STIMULATION
OTHER COMPL. SERV.
OVERHEAD
DRLG & ADMIN.

itmgrrlffirlilsM
TUBULARS
SURFACE CASING
INTERMEDIATE CSG
PRODUCTION CSG
PROD LINER & HNGR
WELL EQUIPMENT
WELL HEAD
FLOWLINE
TUBING
SUBSURFACE EQUIP
OTHER WELL EQUIP
LEASE EQUIPMENT
ELECTRICAL SYSTEM
OTHER LEASE EQUIP

SUBTOTAL - TANGIBLES

SYSTEMS
GAS LINE TANGIBLES
GAS LINE INTANGIBLES
COMPRESSOR
GAS PLANT TANGIBLES
GAS PLANT INTANGIBLES
DEHYDRATOR

SUBTOTAL - SYSTEMS

GENERAL CONTINGENCIES

1.5 mile
SHL: 1680' FNL 375 FEL Sec 12 235 28E
BHL: 1 650' FNL 2600' FWL Sec 8 23S 29E

Eddy County, NM

6n7/19

E
$

5,000

5,000
'10,000

50,000
120,000

60,000
409,500

68,000
35,000

'r26,000

85,000
25,000
20,000
26,565
22,000
28,000

1 5,000
25,000

8,000
22,s0o
45,000

205,000

1 10,000

8,000
20,000

8,000
43,470
5,000

402,500

121,352

78,000

24.000

5,000
5,000

9,000
1,000

4,000
35,000

2,000
10,000
10,000

85,000

250,000

31,944

25,000
0

5,000
10,000
62,000

1 20,000
0

60,000
487,500

o
68,000

1 00,000
1 50,000

0
90,000

530,000
20,000
35,56s
23,000
28,000

0
19,000
60,000
1 0,000
86,500

385,000
205,000

0
1 95,000
120,000

0
8,000

20,000
1 3,000

107,870
5,000

0
40,000

216,000
2,400,000

200,000
0

14,600

ffiffiil
$

(Centrifuge)

(Direction/GR Seruices)

(13 3/8" @ 4e0)
(9 5/8'@ 2,550)
7" @105s8
4-112" @rD

'14,400

40,000
216,000

2,400p00
200,000

10,000 4,600

T-x6ro.o5t -$ 28r@ -$ 4.016.600

19,s00
76,000

285,000

22,000

150,000

10,000 60,000
10,000
60,000
25,000

3,00090,000

5,000
450,000

----?o23oo 250,000 613,000

0

s 2143.887 $ 564.344

$ 5,919,035

1 9,500
76,000

285,000
150,000

0
92,000
'10,000

60,000
25,000
93,000

0
5,000

450,000

1,265,500

U '1,265,500

0
0
0
0
0
0

0
0

CluseF\mlagan\Oocumenb\Land\AFE\8703Ochoa#3FlAFExls 8T03Ochoaf3HAFExls 7/8/2019 2156PM gg

$ 4,907.376 7 184 535

APPROVED BY:
COMPANY:
DATE:



@r arn oit Producerc, LLG

Ochoa 8703 Fed - ATS MaP

SHL:Sec.1 2,T23S-R28E/BHL:Sec.8,T23S-29E

Eddy Co., New Mexim

WELL SYMBOLS
Lo6tion Only

Proposed Location

Oil Well

Gas Well

Dry Hole

lnjection Well

Plugged & Abandoned Oil Well

Plugged & Abandoned Gas Well

Servie Well

o
*
a
v
+
/
a
#
/ Junxea

{" oty Hote Wth Gas Show

$* ory Hotu wth oit show
-$-^"ory Hotu wth oil & Gas Show

Q, eitot Hote

/A Pluooeo seruice Well

REMARKS
.* IMHOUSE USE ONLY *'

gTAAc.6ags Highlighted in Lt Blu6

Ochoa 8703 Fed #1H (mOC)
sHL: 162o'FNL&375'FEL(s6c.1 2)
BHL:330'FNL&260o'FlryL{se.8)
FTP:330FNL&1 0o'M(Soc.7)
LTP:330'FNL&2540'F\ 4-(Sec.8)

Ochoa 8703 FsdfH (UI-DC)
SHL:1S0'FNL&375'FEL(Ss.l2)
BHL:990'FNLA2600 FWL(S€c.8)
FTP:990'FNL&10o'FWL(s€c.7)
LTP:990'FNLe540'FV1iL(s€c.8)

Ochoa 8703 F6d #3H (V[EF)
SHL:1680'FNL&375'FEL(Soe12)
BHL:16s'FNL&2600'FwL(soe€)
FTP: I 650'FNL&1 00'F\[(S6c.7)
LTP:1tro'FNL&2540'F\[(se.8)

Ochoa 8703 Fed #H (WLEF)
SHI- I 7 I 0'FNLA375'FEL(Sec.12)
BHL:2310'FNL&2600'M(sec.8)
FTP:2310'FNL&1 00'M(Sec.7)
LTP:2310'FNL&254o'M(Sec.8)

By: JHB
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oRlGlNID:MAFA (432)682'3753
WLLIS PRICE
BTA OIL PRODUCERS
104 SOUTH PECOS

MIDLAND, TX 7970,I
I lt\llTtrn CTATtrq llq

SHIP DATE: 08JUL19
ACTWGT: 2.00 LB
CAD: 1 I 1 366055/INET

BILL SENDER

o
3
e.j
fl
€
6
a

TO PETER R. VAN LIEW
OCCIDENTAL OIL & GAS CORPORATION

5 GREENWAY PLMA, SUITE 110

HOUSTON TX 77046

1il13) 
9B5-0972 REF:1013-3770-7

DEPTPO: OCHOA FED
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Delivered
Tuesday 7 /09/2019 at 9:40 am

775655856380

DELIVEREI)

Signed for by: M.HALL

GET STATUS UPDATES

OBTAIN PROOF OF DELIVERY

FROM

MIDLAND, TX US

HOUSTON,TX

TO

HOUSTON, TX US

Shipment Facts

TRACKING I{UMBER
775655856380

SHIPPER REFEREl{CE

1013-3770-7

ACTUAL DELIVERY
fueT /09/2019 9:40 am

TravelHistory

Tuesday ,710912019

9:4O am

SERVICE
FedEx Priority Overnight

SPECIAL HANDLING SECTION

Deliver Weekday, Direct Signature
Required

Delivecd

SIGNATURE SERVICES

Direct signature required

SHIP DATE

MonT/08/2019

Local Scan Time



CARLTON BEAL, JR.
BARRY BEAL
SPENCER BEAL
KELLY BEAL
BARRY BEAL, JR.
STUART BEAL

BTA OIL PRODUCERS,LLC
104 SOUTH PECOS STREET

MIDLAND, TEXAS 79701.fi21
432-682-3753

FAX 432-683-0311

GULF COAST DISTRICT
TOTAL PI A7A

1201 LOUISIANA STREET, STE. 570
HOUSTON, TEMS 77002

713-658-0077 FAX 713-65$.0346

ROCKY iltoultTArlr DTSTRTCT
600 17TH STREEI STE.2230 SOUTH

DENVER, COLORADO 80202
30s-534-4404 FAX 303-5344661ROBERT DAVENPORT, JR.

July 8,2019

In re - Ochoa 8703 Fed #4H
L,2, NE/4 and E/2NW/4 of Section 7, and Nw/4 of Section 8-T23S-R29E-

County, New Mexico, containing 474.11acres, more or less

Oxy Y-l CompanY

5 Greenway Plaza, Suite 110

Houston, TX77046
Attention: Mr. Peter R. Van Liew

Dear Peter

BTA
Lots
Eddy

BTA Oil producers, LLC ("BTA") proposes to drill the Ochoa 8703 Fed #4H well ("the

Ochoa #4H'). Records indicate that Oxy-Y-l Company ("O*y") owns an 26'80248% working

interest in the above described lands under that certain Operating Agreement dated January 1,

lggT,naming BTA as Operator, as amended and ratified. Enclosed for your review are trwo (2)

original AFE(' to drill and complete the Ochoa #4H, aproposed 18,566' MD, and approximate

tOif t'TVD horizontal Lower Wolfcamp Shale well with a SHL of approximately 1,710'FNL

and 375'FEL of Section |2-T235-R28E, and a BHL of approximately 2,310' ENL and 2,600'

FWL of Section s-T23S-R29E. The first take point is approximately 2,310' FNL and 100' FWL

of section 7, andthe last take point is approximately 2,110' FNL and2,540' FWL of Section 8'

The 474.11 acre spacing unit for the Ochoa #4H covers Lots 1, 2, NE/4 and E/2NW4 of Section

7, andthe NWi4 or s""iott 8, Township 23 South, Range_]9 East, Eddy county, New Mexico as

to the Wolfcamp formation. please note-that the ochoa #4H is a horizontal well and there will not

be a casing point election. The election to participate in drilling the ochoa #4H is also an election

to participate in the completion of the Ochoa #4H'

Should Oxy elect to participate in the drilling of the Ochoa #4H, please so indicate in the

space provided below and retum otr. (t) executed cofy of this letter to the undersigned along with

one (1) executed copy of the AFE. gTA witt schedule the drilling of the Ochoa #4H upon the

receipt of a permit to drill.



Should you have any questions or wish to discuss, please call me at (432) 682'3753.

Respectfully,

(5fr6,
Willis D. Price III
Land Manager

Oxy hereby elects to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #4H well.

Oxy hereby elects NOT to participate in the drilling and completion of the proposed

Ochoa 8703 Fed #4H well.

Working Interest Owner:

Oxy Y-l Company

By:

Title:

Date:

Enclosures

2



BTA OIL PRODUCERS, LLC

WELL COST ESTIMATE & AUTHORITY FOR EXPENDITURE

Well Name: Ochoa 8703 Fed t+4H (WLEF)

1-S mile
Location: SHL: 1710' FNL 375 FEL Sec 12 235 28E

BHL: 2310' FNL 2600' FWL Sec 8 23S 298

EddY CountY, NM

Date Prepared: 6/27/19

$M@EEEffi
FORMATION EVALUATION

LOGS
LOCATION & ACCESS
SURVEY & STAKE
DAMAGES
ROAD & LOCATION
OTHER LOCATION
DRILLING RIG
MOBILIZATION
DAWVORK
DRILLING SUPPLIES
BITS
BHA
FUEL
MUD RELATED
MUD PURCHASE
FRESH WATER
BRINE
SOLIDS CONTROL
MUD MONITOR
MUD RELATED OTHER
DRILLING SERVICES
BOP RELATED
CASING RELATED
WELDING
TRUCKING
RENTAL EQUIP.
OTHER SERVICES
CEMENT
CASING CEMENTING
OTHER CEMENTING
CONTRACT SERVIGES
ENGINEERING
GEOLOGICAL
ROUSTABOUT
WELLSITE SUPERVISION
OTHER CONTRACT SERV
COMPLETION SERVICES
PULLING UNIT
PERFORATE
STIMULATION
OTHER COMPL. SERV.
OVERHEAD
DRLG & ADMIN.

(Centrifuge)

(Direclion/GR Seryices)

e$ffiireffi
TUBULARS

4,600-5 ,E /oo -S--TpCFod- l---- s'e1r"035
10,000

-5-1,620.0f

19,500
76,000

285,000

22,OOO

150,000

10,000

90,000

402.500 250,000

(133/8"@480')
(9 s/8" @ 2,550')
7" @10558
+1t2" @ID

5,000

5,000
10,000
50,000

120,000

60,000
409,500

68,000
35,000

126,000

85,000
25,000
20,000
26,565
22,OOO

28,000

'15,000

25,000
8,000

22,500
45,000

205,000

1 10,000

8,000
20,000

8,000
43,470
5,000

402,500

12't,352

feAffi-H-6i-l

$

78,000

24,O00

5,000
5,000

9,000
1,000

4,000
35,000

2,000
10,000
10,000

85,000

14,400

250,000

31,944

25,000
0

5,000
10,000
62,000

120,000
0

60,000
487,500

0
68,000

1 00,000
150,000

0
90,000

530,000
20,000
35,565
23,000
28,000

0
'19,000

60,000
10,000
86,500

385,000
205,000

0
195,000
120,000

0
8,000

20,000
13,000

107,870
5,000

0
40,000

2 16,000
2,400,000

200,000
0

14,600

'19,500

76,000
285,000
150,000

0
92,000
10,000
60,000
25,000
93,000

0
5,000

450,000

$$

Total Depth:

Formation:

20,000

12,000

65,000

500,000

s4,000
330,000

120,000

5,000
50,000

40,000
2 16,000

2,400,000
200,000

60,000
10,000
60,000
25,000

3,000

5,000
450,000

613,000

6'13,000

277,776

-10731'TVD
18,566'MD

LwrWolfcamp

E

SURFACE CASING
INTERMEDIATE CSG
PRODUCTION CSG
PROD LINER & HNGR
WELL EQUIPMENT
WELL HEAD
FLOWLINE
TUBING
SUBSURFACE EQUIP
OTHER WELL EQUIP
LEASE EOUIPMENT
ELECTRICAL SYSTEM
OTHER LEASE EQUIP

SUBTOTAL. TANGIBLES

SYSTEMS
GAS LINE TANGIBLES
GAS LINE INTANGIBLES
COMPRESSOR
GAS PLANT TANGIBLES
GAS PLANT INTANGIBLES
DEHYDRATOR

SUBTOTAL. SYSTEMS

GENERAL CONTINGENCIES

1,265,500

0
0
0
0
0
0

0
0

-oo

0

G

$ 1,265,500

$ 2,143,887 $ 564,344 $ 4,907.376

clusers\mlagan\Documenb\LandnFE\87o3odoa#,lHAFE.xlg 8703ochoa#HAFE.t|sx 7/8/2019 11:02AM gg

7.1 84.535

APPROVED BY:
COMPANY:
DATE:



G BTA Oil Producerc, LLG

Ochoa 8703 Fed - ATS MaP

sHLiSec. 1 2,T23S-R28E/BHL:Sec.8,T235-29E

Eddy Co,, New Mexico

WELL SYMBOLS
Q Location Only

f Proposed Location

o OilWell

$ caswel

f ory not"

/ lnjection Well

a Plugged & Abandoned Oil Well

$ elugged&AbandonedGasWell
l\ Service Well

d Junxea

if," ory Hot" wth Gas Show

$* ory ttot" wtn oit stto*
-N*oory Hol" wtr oil & Gas show

0. Pitot Hole

/.\ Plussed SeMce well

ochoa 8703 Fod*1H (!lI-oC)
SHL:102dFNL&375'FEL(Soc.12)
BHL:330'FNLtr26oo'Fvw(s*. 8)
FTP:330'FNL&'1oo'FWL(Ssq7)
LTP:330'FNLa2540'FV!L{soc.8)

ocho.8703 F6d #2H (U -DC)
sHL1650'FNL&375'FEL{soc12)
SHL:990'FNL&2800FWL(S@.8)
FTP:990'FNL8100'FWL(S4.7)
LTPr990'FNL&2540'FWL(S@.8)

fthoa 8703 Fed #3H MLEF)
sHL i680'FNL&375'FEL(Sec12)
BHL: 1 650'FNLa2600'FVI/L(s*.8)
FTP: 1650'FNL&100'FVt4-(Se.7)
LTP:1650'FNL&?540'FWL(S@.8)

Ochoa 8703 Fd *r4H (mEF)
sHL:1710'FNLA375'FEL{Soq12)
BHL:2310'FNLE2600FWL(soc.8)
FTP:231o'FNL&1 00'FWL(SBc.7)
LTP:231OFNLPs4OFWL(S*,8)

REMARKS
.* ti$|"lousE usE oNLY *

By: JHB
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oRlGlN ID:MAFA (432) 682-3753
WLLIS PRICE
BTA OIL PRODUCERS
104 SOUTH PECOS

SHIP DATE: 08JUL19
ACTWGT: 2.00 LB
CAD: I 1 1366055/|NET4100

MIDLAND, TX 79701
llt\llTtrn qTATtrq llS

BILL SENDER

?
c!
B
€
ton

TO PETER R. VAN LIEW
OCCIDENTAL OIL & GAS CORPOMTION

5 GREENWAY PLMA, SUITE 110

HOUSTON TX 77046

1ffi3) 
s85-6e72 REF: 101 3-3770-7

DFPTPO OCHOA
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775655856380

Delivered

Tuesday 7 /09/2019 at 9:40 am

DELIVERED

Signed for by: M.HALL

GET STATUS UPDATES

OBTAIN PROOF OF DELIVERY

FROM

MIDLAND, TX US

HOUSTON,TX

TO

HOUSTON, TX US

Shipment Facts

TRACKING NUMBER
775655856380

SHIPPER REFERET{CE

1A13-3770:7

ACTUAL DELIVERY

TueT/09/2019 9:40 am

TravelHistory

fuesday ,7 10912019

9:40 am

SERVICE
FedEx Priority Overnight

SPECIAL HANDLII'IG SECTIOlT

Deliver Weekday, Direct Signature
Required

Deliwred

SIGNATURE SERVICES

Direct signature required

SHIP DATE

MonT/08/2019

Local Scan llme



EEXXHHIIBBIITT:: 88
BTA OIL PRODUCERS, LLC



1 6 5 4

12 7 98

16171814 13

11

2

By: WDP August, 2020 Dwg:JHB

LEGEND:

Longview Bone Spring Units

Road Lizard 2nd Bone Spring Unit

BTA - Ochoa Acreage - JOA

BTA Oil Producers, LLC

LOVING AREA
Bone Spring Spacing Units Outline

T23S-R28E & T23S-R29E
Eddy County, New MexicoN

0

FEET

2500

WELL SYMBOL
SL BHL

OIL WELL
BTA PROPOSED LOCATION

Ochoa 8703 Fed #1H
Ochoa 8703 Fed #2H

Ochoa 8703 Fed #3H

Ochoa 8703 Fed #4H

COG Operating
Road Lizard 5 Federal Com #2H

Spudded: Sep. 8, 2011

Yates Petroleum
Culebra BLV Federal #1H

Spudded: Apr. 4, 2010

RKI E&P
Longview Federal 1 #21H

Spudded: Jul. 25, 2013

RKI E&P
Longview Federal 12 #13H

Spudded: Nov. 11, 2013

RKI E&P
Longview Federal 12 #15H

Spudded: Feb. 25, 2013

RKI E&P
Longview Federal 12 #2H
Spudded: Nov. 25, 2015

RKI E&P
Longview Federal 12 #4H
Spudded: Oct. 30, 2015

EEXXHHIIBBIITT:: 99
BTA OIL PRODUCERS, LLC



GR
0 100

LLD
0.2 2000

Base Lower Wolfcamp Carb
11,186'

Lower Wolfcamp “B”
10,767'

Lower Wolfcamp “A”
10,564'

Middle Wolfcamp
10,200'

Upper Wolfcamp
9,951'

Wolfcamp Sand “XY”
9,832'

3rd Bone Spring Sand
9,484'

2nd Bone Spring
8,306'

1st Bone Spring Sand
7,532'

Lower Avalon
7,186'

2nd Bone Spring Carbonate
8,655'
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Comparison Development Plan
Marathon / BTA

BTA Oil Producers, LLC

0
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N

1H

2H

3H

4H

66
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'

26
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'
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'

13
20

'

66
0'

Upper Wolfcamp

Lower Wolfcamp “A”

Wolfcamp Sand “XY”

Lower Wolfcamp “B”

3rd Bone Spring Sand

Middle Wolfcamp

2nd Bone Spring Sand

1st Bone Spring Sand

3nd Bone Spring Carbonate

BTA Oil Producers, LLC
8 well Proposal

SHL: Sec. 12 (N2), T23S-R28E,
BHL: Sec. 8 (NW4), T23S-R29E, Eddy Co., NM

66
0'

13
20

'

19
80

'

26
40

'

19
80

'

13
20

'

66
0'

9H1H

2H

4H

13H

7H

8H 12H

3H
5H

15H

6H 10H

11H

14H

North Unit South Unit

Upper Wolfcamp

Lower Wolfcamp “A”

Wolfcamp Sand “XY”

Lower Wolfcamp “B”

3rd Bone Spring Sand

Middle Wolfcamp

2nd Bone Spring Sand

1st Bone Spring Sand

3nd Bone Spring Carbonate

Marathon Oil Permian
15 well Proposal

SHL: Sec. 12 (All), T23S-R28E &
BHL: Sec. 7 (All), T23S-R29E, Eddy Co., NM

12 7 98

14

11

17 161813
0 1

MILE

Reference Cross Section Well:
BP America Production Co.

Teledyne 8 Gas Com #1
Sec.8, T23S-R29E,
Eddy County, NM

Marathon Valkyrie
North Unit

Marathon Valkyrie
South Unit

BTA Ochoa Unit

EEXXHHIIBBIITT:: 1100
BTA OIL PRODUCERS, LLC



GR
0 100

LLD
0.2 2000

Base Lower Wolfcamp Carb
11,186'

Lower Wolfcamp “B”
10,767'

Lower Wolfcamp “A”
10,564'

Middle Wolfcamp
10,200'

Upper Wolfcamp
9,951'

Wolfcamp Sand “XY”
9,832'

3rd Bone Spring Sand
9,484'

2nd Bone Spring
8,306'

1st Bone Spring Sand
7,532'

Lower Avalon
7,186'

3rd Bone Spring Carbonate
8,655'

7500

8000

8500

9000

9500

10000

10500

11000
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Comparison Development Plan
Marathon / BTA / Novo

BTA Oil Producers, LLC

0
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Upper Wolfcamp

Lower Wolfcamp “A”

Wolfcamp Sand “XY”

Lower Wolfcamp “B”

3rd Bone Spring Sand

Middle Wolfcamp

2nd Bone Spring Sand

1st Bone Spring Sand

3nd Bone Spring Carbonate

BTA Oil Producers, LLC
8 well Proposal

SHL: Sec. 12 (N2), T23S-R28E,
BHL: Sec. 8 (NW4), T23S-R29E, Eddy Co., NM
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Novo Oil & Gas Northern Delaware, LLC
15 well Proposal

SHL: Sec. 8 (N2), T23S-R29E,
BHL: Sec. 9 (N2), T23S-R29E, Eddy Co., NM
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Marathon Oil Permian
15 well Proposal

SHL: Sec. 12 (All), T23S-R28E &
BHL: Sec. 7 (All), T23S-R29E, Eddy Co., NM
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Reference Cross Section Well:
BP America Production Co.

Teledyne 8 Gas Com #1
Sec.8, T23S-R29E,
Eddy County, NM

Marathon Valkyrie
North Unit

Marathon Valkyrie
South Unit

BTA Ochoa Unit Novo Astrodog
North Unit
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LOVING AREA
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Producing Formation Map
Eddy County, New Mexico
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Producing Formation Map

Eddy County, New Mexico

0

FEET

7000

3rd Bone Spring Completion

Wolfcamp “XY” Completion

Upper Wolfcamp Completion

SL BHL

Well Symbol Descriptions:
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*** Only Horizontal 3rd Bone Spring & Wolfcamp
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BTA Ogden
1st Completion Date: Dec. 2018

Marathon Mariner
1st Completion Date: Apr. 2019

Marathon Hermes
1st Completion Date: Aug. 2018

Marathon Trebuchet
1st Completion Date: Apr. 2019

Mariner 23-28-19 TB Fee #15H
Spudded: Apr. 2, 2018

Not Completed

Mariner 23-28-19 TB Fee #9H
Spudded: Apr. 14, 2018

Not Completed

Trebuchet 23-28-19 TB Fee #6H
Spudded: Apr. 9, 2018

Not Completed

Mariner 23-28-19 TB Fee #2H
Spudded: May 1, 2018

Not Completed

BTA Pardue
1st Completion Date: Dec. 2019
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Sec. 30 (E2), T23S-R28E, Eddy Co., NM
1st Completion Date: Aug. 2018
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BTA Oil Producers, LLC

Comparison of Development Spacing Patterns
Upper Wolfcamp Resource

BTA Oil Producers, LLC vs Marathon Oil Permian, LLC
Sec. 19, 20, 29, 30 & 32, T23S - R28E, Eddy Co., NM
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Non-GAAP Measures

In analyzing and planning for its business, Marathon Oil supplements its use of GAAP financial measures with non-GAAP financial measures, including adjusted net income, adjusted net
income per share and net cash provided by operations before changes in working capital.

Adjusted net income is defined as net income adjusted for gain/loss on dispositions, certain property impairments, unrealized derivative gain/loss on commodity instruments, pension
settlement losses and other items that could be considered "non-operating" or "non-core" in nature. Management believes adjusted net income and adjusted net income per share are useful
to investors as additional tools to meaningfully represent the Company's operating performance and to compare Marathon to certain competitors.

Management believes net cash provided by operations before changes in working capital is useful to investors to demonstrate the Company's ability to generate cash quarterly or year-to-
date by eliminating differences caused by the timing of certain working capital items.

These non-GAAP financial measures reflect an additional way of viewing aspects of the business that, when viewed with GAAP results may provide a more complete understanding of factors
and trends affecting the business and are a useful tool to help management and investors make informed decisions about Marathon Oil's financial and operating performance. These
measures should not be considered in isolation or as alternatives to their most directly comparable GAAP financial measures. A reconciliation to their most directly comparable GAAP
financial measures can be found in our investor package on our website at www.marathonoil.com and in the tables below. Marathon Oil strongly encourages investors to review the
Company's consolidated financial statements and publicly filed reports in their entirety and not rely on any single financial measure.

Forward-looking Statements

This release contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements,
other than statements of historical fact, including without limitation statements regarding the Company's future capital budgets and allocations (including development capital budget and
resource play leasing and exploration spend), future performance, corporate-level cash returns on invested capital, business strategy, asset quality, drilling plans, production guidance, cash
margins, asset sales and acquisitions, leasing and exploration activities, production, oil growth and other plans and objectives for future operations, are forward-looking statements. Words
such as "anticipate," "believe," "could," "estimate," "expect," "forecast," "guidance," "intend," "may," "outlook," "plan," "project," "seek," "should," "target," "will," "would," or similar
words may be used to identify forward-looking statements; however, the absence of these words does not mean that the statements are not forward-looking. While the Company believes its
assumptions concerning future events are reasonable, a number of factors could cause actual results to differ materially from those projected, including, but not limited to: conditions in the
oil and gas industry, including supply/demand levels for crude oil and condensate, NGLs and natural gas and the resulting impact on price; changes in expected reserve or production levels;
changes in political or economic conditions in the U.S. and Equatorial Guinea, including changes in foreign currency exchange rates, interest rates, inflation rates; actions taken by the
members of the Organization of the Petroleum Exporting Countries (OPEC) and Russia affecting the production and pricing of crude oil; and other global and domestic political, economic
or diplomatic developments; capital available for exploration and development; our ability to complete our announced acquisitions on the timeline currently anticipated, if at all; risks
related to the Company's hedging activities; voluntary or involuntary curtailments, delays or cancellations of certain drilling activities; well production timing; liability resulting from
litigation; drilling and operating risks; lack of, or disruption in, access to storage capacity, pipelines or other transportation methods; availability of drilling rigs, materials and labor,
including the costs associated therewith; difficulty in obtaining necessary approvals and permits; non-performance by third parties of contractual obligations; unforeseen hazards such as
weather conditions, a health pandemic (including COVID-19), acts of war or terrorist acts and the government or military response thereto; cyber-attacks; changes in safety, health,
environmental, tax and other regulations, requirements or initiatives, including initiatives addressing the impact of global climate change, air emissions, or water management; other
geological, operating and economic considerations; and the risk factors, forward-looking statements and challenges and uncertainties described in the Company's 2019 Annual Report on



Form 10-K, Quarterly Reports on Form 10-Q and other public filings and press releases, available at www.marathonoil.com. Except as required by law, the Company undertakes no
obligation to revise or update any forward-looking statements as a result of new information, future events or otherwise.

(In millions, except per share data)



(In millions)







Crude Oil
NYMEX WTI Three-Way Collars

NYMEX WTI Two-Way Collars

Fixed Price WTI Swaps

Basis Swaps - Argus WTI Midland (a)

Basis Swaps - NYMEX WTI / ICE Brent (b)

Basis Swaps - NYMEX WTI / MEH (c)

NYMEX Roll Basis Swaps
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