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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STATEMENT OF THE CASE

In Case No. 21273 (De Novo Case No. 20865), Applicant Marathon Qil 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.
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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.



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.! 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.? 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 BT A 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.



Respectfully submitted,
HINKLE SHANOR LLP

/s/ Dana S. Hardy
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Counsel for BTA Oil Producers, LLC

CERTIFICATE OF SERVICE

| hereby certify that on this 6™ day of August, 2020 | 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
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deanna.bennett@modrall.com
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Post Office Box 2208
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kaluck@hollandhart.com
Counsel for OXY USA Inc.

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

/s/ Dana S. Hardy
Dana S. Hardy
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EXHIBIT: 3

BTA OIL PRODUCERS, LLC

TIME LINE - BTA — MARATHON - OCHOA
N/2 SECTION 7 AND NW/4 SECTION 8-T23S-R29E-EDDY COUNTY, NM

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.

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.

The name of Yates Drilling Company was changed to Oxy Y-1 Company.

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.

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.

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.



11/01/2018

02/07/2019

05/01/2019
05/16/2019
06/26/2019

07/08/2019

07/12/2019

07/25/2019

08/28/2019

10/10/2019

11/12/2019

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.

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.

Assignment of Qil & Gas Lease filed from Oxy USA Inc. to Marathon in N/2 Section 12-T23S-R28E-Eddy County, NM.
BTA/BLM onsite meeting for the Ochoa 8703 Fed #1H, #2H, #3H, and #4H held at the proposed surface location.

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

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.

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.

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.

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.

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

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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EXHIBIT: 5§

BTA OIL PRODUCERS, LLC

.
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OPERATING AGREEMENT

1
2 Q [
P YATES PETROLEUM CORPORATION, a

3 Tﬁ ACREEMENT, entered info by between 2

4 New México corporation, 105 S. Qﬁ Street, Artesia. M lereinafter designated and
5 referred to as “Operator™, and the signatory party or parties othier thazn Operator, sometimes ‘hereinafte:
g referred to individuelly herein ds “Non-Operator”, and collectively as “Non-Operators”, .
i

8 WITNESSETH:

9
10 WHEREAS, the partles to this agreement are owners of oil and gas leases and/or ofl and gas in-

11 terests in the land identified in Exchibit “4’", and the parties hereto have reached an agreement to explore
12 anddevelupthese!aasesand/oruilandgaslnterestsmrtheymdncﬁonddlsndgastnmemxznd
18 as hereinafter provided:

14

15 NOW, THEREFORE, it s agreed as follows:

16 .

17 ARTICLE I. ¢
18 o DEFINITIONS i
19 | . ]
20 As used in this' agreement, the following words and térms shall have the meanings here ascribed
21 to them: ) . g
22 A, The term “oil and gas” shall mean oil, gas, casinghead gas, ges condensate, and ail other liguid

93 or gaseous hydrocarbons and other markaiah]ssuhstmces,pmodmedth«rewﬁh,nﬂﬁsaninten’cto
94 ' limit the inclusiveness of this term is specifically stated. '

25 B, The terms “oil and gas lease”, “lease” and “leaschold” shall mean the oil and gas leases cov-
26 ering fracts of land lving Within the Contract Area which are owned by the parties to this agresment,
27 C. The term “oil znd gas interests’ shall mean unleased fee and mineral interests in fracts of
28 land lying within the Coniract Area which ave owned by parties fo this agreement. _

29 . The term “Contract Avea” shall mean all of the lands, oil and gas leasehold interests and oil
30 and gas interests intended to be developed and operafed for oil and gas purposes under this agreement.
31 Such lands, oil and ges leasehold interests and oil and gas interests are deseribed in Exhibit “A7

32 E. The term “drilling unit” shall mean the area fixed for the drilling of one well by order or rule
33  of any state or federal body having authority. If a drilling unit is not fixed by any such rule or order,
34 e.dril]inau.ui.tshe]lhet‘nadrﬂl'mglmltaséstabﬁshadbytb&ghﬂefﬂufdrlﬂingintheﬂnnﬂ‘actkm
95 or gs fixed by express agreament of tie Drilling Parties, '

36 F. The term “drillsiie”. shall mean the oil and gas lease o interest on which o praposed well is to
37 be located.

38 G. The terms “Drilling Party” and “Consenting Party” shall mean a party who agrees to jein in .
39 and pay its shere of the cost of any operation conducted under the provisionis of this agreement.

40 H. The terms “Non-Drilling Party” and “Non-Consenting Party” shall mean 2 party who elects
41 not to participate in & proposed operation.

42 .

43 TUnless the context otherwise clearly indicates, words used in the singular inglude the plural, the

44 plural includes the singular, and the neuter gender includes the masculine and the feminine.

46 ARTICLE IL :

47 ' ’ EXHIBITS

43

49 The following exhibits, as indicated below and attached hereto, are incorporated in and made a
50 part hemeof: :

51 @& A Exhibit “A%, shell include the following information:

52 (1) Identification of lands subject t6 agresment,

53 (2) Restrictions, if any, as io depths or formations;

B4 (3) Percentages or fractionsl interests of parties t0 this agreement,

55 (4) Cil and gas leases end/or ofl and gas interests subject 4o this agreement,
58 (5) Addresses of partes for notice purposes.’

571 [0 B. Exhibit “B", Form of Lease.

58 X C. Bxhibit “C", Accounting Procedure.

59 D. Exhibit “D”, Insurance, .

60 X E Exhibit “B", Gas Balancing Agraement. .

61 X F. Exhibit “F", Nen-Diserimination and Certlfication of Non-Segregated Facilitles. )

63 If any provision of any exhibit, except Bxhibit “E", is inconsistent with any provision containeéd
64 in the body of this agreement, the provisions in the body of this agreement shall prevail

-l-
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ARTICLE L
INTERESTS OF PARTIES

.

A. Ol and Gas Imterests:

¢ any party owns an unlessed oil and gas interest in the Coniract Area. that interest shall be

treated for the purpose of this agreement and during the term hereof as if it wera a leased inferest -

under the form of ail and gas lease attached as Exhibit “B". As to such interest, the owner shall re-
ceive royalty on production as preseribed in the form of oil and gas lease atfached hereto as Exhibit

“B”, Such party shall, however, be subject to all of the provisions of this agreement relating to lessees, -

to the extent that it owns the lessee interest.

B. Interest of Partles in Costs and Production:

Exhibit “A” lists all of the parties and their respective percentage or fractlonal interests under this
sgreement TUnless changed by other provisions, all costs and labilities incurred in operations under
msammtshanbebomeandpaxiandaﬂemnpmnt and material acquired in cperations on the

Contract Area shall be owned by the parties as their interests are shown in Exhibit “47 AU produc- i

tlon of il and gas h‘omﬂ:eCmrl:mctAres., subjenttnﬂu payment of lessor’s royszities

mmmmmnomwmmmmmmadmgmmma

hereof; provided, however, this shall not be deemed an assignment or cross-asmgnment of interests cov-

ered hereby.

AETICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to cornmencement of
drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases
and/or oil and gas interests included, or planned fo be included, in the drilling unit around such well.
The opinion will include the ownership of the working interest, minerels, royally, overriding royalty
and production payments under the spplicable leases. At the time a well is proposed, each party con-
tributing leases and/or oil and gas interests to the drillsite, or to be included in such drilling unit, shall
furnish te Operator all abstracts (Including Federal Lease Status Reports), fitle opinions, title papers
amcmmem&alm:tsposs&aimﬁeen{cha:ge. A1l such informetion pot in the posssssion of or
made available to Operator by the parties, but necessary for the examination of title, shall be obtained
by Operator, Operator shall sesuse title fo be examined by mitorneys on its staff or by cutside attorneys.
Caopies of all title opinions shall bs furnished fo each pariy hereto. The cost incurred by Operator in

this title program shall be borne as follows:

Sp 3 TR, S s 3§32l

Dl'ehminar.v S‘tlpplemental, shut-in gas msalty n:g.mon

sentms DrovIaed in Exmh;t ety and sha]l not be a direct charge, whether

[ Option No. 2: Cosis incurred by Operator in procuring abstracis and fees paid oufside atum;eys
:or fitle examination (including preliminary, supplementzl, shut-in gas royaliy opinions and division
order title opinions) shall be borne by the Drilling Parkies in the proportisn that the interest of each

“Drilling FParty bears to the fotal interest of all Drilling Parties as such inferests appear in Exhibit “A™

Operator shall male no charge for sarvices rendered by its staff atorneys or ofher persopnel in the

per:(ormanee of the abave functons.

Fach party shall be reeponslble for securing curative matter snd pooling amendments or agzeements
required in connection with leases or pil and gas interests contributed by such party, The Operator shall be
responsible for the preparation and recording of Pooling Designations or Declarations as well as the
conduet of hearings before Governmental Agencies for the securing of spacing or pooling orders; This

shell not prevent any parbr from appesring on its own behalf at any such hearing.

No well shail be drilled on the Contract Area until affer (1)ihett.etoﬂwdriﬂsiteo.dnllmgumt

has Been examined as above provided, and (2) the title hes been approved by the examining attorney or'

title has been secepted By all of the parties who are to parficipate in the drilling of the well

B. Yoss of Title:

!

"1, Failure of Title: Should any oil and gas interest or lease, or interest {herein, be lost through
failure of title, which loss results in a reduction of interest from that shown on Exnibit "AY, this agree-

ment, nevertheless, shall mnﬂmmmasmallremainingoﬂmdgasimasandmmmana

{a) The party whose cil and gas lease or interest is afferied by the title fajlure shall bear alone

the entire loss and {i shall mot be entitled to recover from Operator or the other parties any davelopment

-9
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or gperating costs ‘which it may have theretofore paid, but there shall be no monetary liability oa its
part to the other parties hereto for drilling, ‘development, owatiné or other similar costs by reason, bf
such, title failure: and . '

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the
operatlon of the Interest which has been lost, but the interests of the parties shall be revised on an acre-
pge basis, as of the time it is determined finally that title failure has occwsred, so that the interest of
the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract .
Area by the amount of the interest lost; and .

(¢) If the proportionate interest of the other parties hereto.in any producing well theretofore drilled
on the Contract Area s increased by reason of the tifle failure, the party whose title bas failed shall
receive the proceeds aftributable to the' increase in such interests (less costs and, burdens attributable
thereto) until it has been reimbursed for unrecovered costs paid by it in conmection with such well;
and

(d) Should any person not a party to this agreement, who is determined to be the ownet of any in-
tevest in the title which has fafled, pay in any rmanner any part of the cost of operation, development,
or equipment, such amount shall be paid to the party or parties who bore the costs which are so refund-
ed; and ) .

(e) Any liability to account to 2 third party for prior production of oil and gas which arises by
reason of title failure shall be horne by the party or partiesin the same proportions in which they shaved |
in such prior production; and : , {

(£) No cherge shall be made to the joint zccount for legal expenses, fees or selaries, in connection
with the defemse of the interest claimed by any party hereto, it being the intention of the parties
hereto that each shall defend title 1o its Interest and bear all expenses in connection therewith.

2. Loss by Non-Psyment or Erroneous Pavment of Amount Due: If, through mistake or oversight,
any rental, shui-in well payment, minimum royaliy or royaliy payment, is net paid or is erronepusly
paid, and es a Tesult a lesse or interest therein terminates, there shall be no monefary Hability against
the party who fziled to muke such payment, Unless the party who feiled to make the required payment
secures a new lease covering the same interest within ninety (80) days from the discovery of the fail-
ure to make proper payment, which acquision will not be subject to Article VIILB,, the interests of:
the parties shall be revised on an acreage basis, effective as of the date of termination of the lease in-
volved, and the party who failed to malke proper payment will no longer be credited with an interest in
the Contract Ares on account of ownership of the lease or interest which has terminated. In the event
the party who failed to make the required payment shall not have been fully reimbursed, at the tixne of
the loss, from the proceeds of the sale of ofl and gas aitributable to the lost interest, Iulc:ulahed on an
acreage basis, for the development and operating costs theretofore paid on aceouni of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the
cost of any dry hole previously drilled or wells previously sbandoned) from so much of the following °
as i8 necessary to effect Teimbursement: ’

(a) Proceeds of ofl and zas, less operating expenses, theretofore accrued to the credit of the lost
interest, on an acreage basis, up to the amount of unrecoversd cosis;

(b) Proceeds, less operating expenses, thereafier accrued attributable to the lost interest on an
acreage basis, of that portion of ofl and gas thereafter produced and marketed (excluding production
from any wells thereafter drilled) which, in the absence of such lease termination, would be atiribuiable
0 the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and ges to be contributed by the other parties in proporticn to their respective in-
terests; and J

(¢) Apy monies, up to the amount of unrecovered costs, that may be peid by any party who is, or
becomes, the owner of the interest lost, for the privilege of participating in the Contract Area or be-
coming 2 party to this agreement, .

3, Ofher Logses: Al losses incusred, other ihan those sef forth in Articles IV.B.1. and Iv.B.2
zbove, shall not be considered failure of title but shall be joint losses and shall be borne by all parties
in proportion to their inferests. Thers shall be no- readjustment of interests in the remaining portion of
the Cortract Area. ' ;

ARTICLE V.
OPERATOR

A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

YATES PETROLEUM CORPORATION, 105 South 4th Street, Artesia, MM 88210 g.n he the

Operator of the Corntract Area, and shall conduct and direct and have full control of all operations on
the Contract Area as permitted and Tequired by, and within the limits of, this agreement, It"shall con-
duct all such operations in a gaod and workmanlike mabner, but it shall bave no liahility'as Operator
to the other parties for losses sistained or labilities incurred, except such as may regult fro:}q gross
negligence or willful misconduct. - .o
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B. Resignation or Removal of Oberator and Seloction of Successor:

1. Resignation ov Removal of Operstor: Operator may resign at any time by giving written notice
thereof to Non-Operators. If Operator terminates ifs legal existence, no longer owns am interest in thé
Contract Area, or is no langer capable of serving as Opevator, it shall cease to be Operator without any
action by Non-Operztor, except the selection of a su:cwisor_. Cnperator may be removed if it fafls or
refuses to carry out its duties heveunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or mere Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”", and not on the number of parties remaining after excluding the voling
interest of Operator. Such resignation or removel shaill not became effective untll 7:00 o'clock AL
on the first day of the calendar month following the expiration of ninety {80) days after the giving of
notice of resignation by Operator or ection by the Non-Qperators fo remove Operator, unlsss a successor
Operator has been selected and assumes the duiles of Operator ai an earlier date, Operator, after effect~
ive date of resienation or removal, shall be bopnd by the ferms hereof as a Nen-Operaior. A change of
a corporate name or structure of Operator or transfer of Operator’s interest fo any single subsldiary,
parent or successor corporation shall not be the basis for removal of Operator. .

2. Selection of Suocessor Operator: Upon the resignation or remaval of Operator, a successor Op-
erator shall be selected by the Parties. The successor Operator shall be selected from the parties ewning
an interest in the Contract Area at the tima such successor ‘Operator is selected, If the Operator that
is removed fails to vote or votes only to succeed iself, the suceessor Operafor shall be selected by the
affivmative vote of two (2) or more partles owning a majority inferest based on ownership 2s shown
on Exhibit “A”, and not on the number of parties remaining after excluding the voting interest of the
Operator that was remaved. ’

" €. Employees:

The nu..m‘ber of employees used by Operator in conducting operations hereunder, thelr selection,
and the hours of labor and the compensation for services performed, shall be determined by Operaior,
and ‘all such employées shall be the employees of Operator.

D. ‘Drilling Coniracts:

All wells drilled on the Contract Ares shsll be drilled on a competitive coniract basiz at the usual
rates prevailing in the area. If it so desires, Operator mey employ its own fools and equipment in the
drilling of wells, but its charges therefor shall not exceed the prevailing raiss in the area and the rate
of such charges shall be agreed upen by the parfies in writing before drilling operations are com-
menced, and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in coniracts of independent contractors who are doing work of a sim-
ilar nature.

ARTICLE VL
DRILLING AND DEVELOPMENT

. 5 -
S or before the day of ,19__, Operator shall commenee the &fill~
ing of a™wegll for o_il and gas at the following location:

™ I
and shall thereatter continue tBs drilling of the well with due diligssCe to
!

1

unless granite or other practically impenetrzslé substinge or condition in the hoie, which renders
further drilling fmpractical, is encountersd at a lesser deptiygy unless all partles agree to complete or
abandon the well at z lesser depih, 3

Operator shall malke yefsonable tests of ail formations encountered vaging drilling which give in-
dication of containing-0il and gas in quantities sufficient to test, unless this 3z=gement shall be Mmited
in its applicationAD a specific formation or formations, in which event Operator Shagll be required to
test only the-formstion or formations to which this agreement may apply. 4

, in Operator’s judgment; the well will not produce oil or gas in paying quantities, and it waighes
% plug and abandon the well as a diy hole, it shall first secure the consent of all parties and shas

T2 m s A if.Y =t =
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B. Subsequent Operations:

1. Proposed Operations: Should any patty hereto desize to drill any well on the Confract Area
other than the well provided for in Article VLA, or to rework, deepen or phug back a dry hole drilled
at the jéint expense of all parties or a well jointly owned by all the parties and not then producing
in paying quantities, the party desiring fo drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the loca-
tion, propesed depth. objective formation and the estimated cost of the operation. The parties receiv-
ing mich a notice shell havé thirty (30) days efter receipt of the notice within which {o notify the
parties wishing to do the work whether they elect to participate irl the cost of the proposed operation,
If a drilling rig is on location, notice of proposal to rework, plug back or drill deeper may be given
by teléphone and ihe response period shall be limited to forfy-eight (48) hours, exciusive of Saturday,
Sunday or legal holidays, Failure of a party receiving such notice to reply within the period ahove fixed
14  shell constitute an election by that party not to participate in the cost of the proposed operation. Any
15 notice or response given by telephone shall be promptly conflrmed in writing.
i6
17 2. © tions b memwmzkmmmmﬁpgm&mﬁmupmdedmmﬁﬂe
18 VIB.. or VLE.. elects not to perticipate in the propossd operation, then, in order to be entitled to
19 fhe benefits of this article, the party or parties giving the notice and such other parties as shall elect
20 to parh;rpeta in the oparation shall, within sixty (60) days after the expiration of the notice perlod of
21 thirty (40) days (or as promptly as possible after the expiration of the forty-eight (48) hour peried
22 where the drilling rig is on location, as the case may be) actually commence work on the proposed
23 operation and complete it with due Gilizenee. Operator shail perform all work for the actount of the
24 Consenting Parties; provided, however, if no drilling xig or other equipment is on location, and if Op-
25 erator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform
28 the work required by such proposed operation for the account of the Consenting Parties, or (b) desig-
97 nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties, when
28 conducting operations on the Contract Area pursuant to this Avticle VILB2, shall comply with ell terms
29 and conditions of this agreement. o .

30 ! '

31 If less than all parties approve any proposed operation, the proposing party, immediately atter the
32 expiration of the applicable notite period, shall advise the Consenting Parties of (a) the total interest
33 of the parties approving such operation, and (b} its recommendation as to whether the Consenting Par-
34 tes should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48)
35 hours (exclusive of Saturday, Sunday or legal holidays) aiter receipt of such notice, shall advise the
36 proposing party of its desire to (a) limlt participation to such party’s interest as shown on ‘Exhibit “A”,
37 or (b) carry its proportionate part of Non-Consenting ‘Parties' interest. The proposing party, at ifs
38 election, may withdraw such proposal if there is insufficient partleipation, and shall promptly notify
39 all parties of such decision. : ' .

40

41 The entire cost and tisk of conducting such operations shell be borne by the Consenting Partles in
. 42 . the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting
43 Parties shall keep the leasehold estates involved in such operations free and clear of all liems and |
44 encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such
45 _an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
46 cost, risk and expense, Ifrany well drilled, reworked, deepened or plugged back under the provisions,
4T  of this Article resuits in a producer of oil and/er gas in paying guantities, the Conseniing Parties shall
48 complete and equip the well to produce at their sole cost and risk, and the well shall then be turned
49 over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties,
50 Upor commencement of operations for the drilling, reworking, deepening or plugging back of any such
51 well by Consentirig Parties in accordance with the provisions of this Article, each Non-Consenting Party
52 shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and
53 be entifled to receive, in proportion fo their respective interests, all of such Non-Consenting Pariy's
54 interest in the well and share of praduction therefrom until the proceeds of the sale of such share,
55 calculated at the well, ar market value thereof if such share is not sold (after deduciing production
56 texes, orudeoil excise taxes, royalty, Overriding royalty and other interests

s7 existing on the effective date er-en%, payable out of or measured by the produc-
68 tion From sueh well accruing with respect to such interest until it reverts) shall
59 “equal the total of the following: ;

60° (2) 100% of each such Non-Consenting Party’s share of the cost of gny nswly acquired surface
61! equipment beyond the wellnead connections (including, but not limited fo, stock tanks, sepaxators,
82 treaters, pumping equipment and piping), plus 100% of each such Non-Consenting Party's share of the
63. cost of operation of the well commenelng with first production and continuing until each such Non-
64 Consenting Party's. relinguished interest shall revert to it under other provisions of this Article, it being
65 agreed that each Non-Consenting Party’s share of such costs and equipment will be that interest which
66 would have been chargeable io each Non-Consenting Party had it participated. in the well from the be-
67 ginning of the operation; and ’

-68 N 5. &
69 (b)_300 % of that portlon of the costs and expenses of drilling reworking, deepening, or plugging
70 back, testing end corapleting, after deducting any cash contributions received under Article VIILC., and

-5~
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300 % of that portion of the cost of newly acquired equipment in the well (to and including the well-
head connechons), which would have been chargeable to such Non-Consenting Party if it had pertici-
pated therein.’

Gas production attributable to any Non - Consenting FParty's relinquished interest upon mcgt.l’a.rty's
election, shall be sold to its purchaser, if available, under the terms of its existing gas szles con-
tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable from
such sale direct to the Consenting Parties until the amounts provided for in this Arficle are récov-
ered from the Non - Conseriting Party’s relinquished interest. If such Non - Consenting Party has not
contracted for sale of its gas at the time such gas is available for delivery, or has not made the elec-
tion as provided sbove, the Consenting Parties shgll own and be entitled to receive and sell such Non-
Consenting Party’s share of gas as hereinabove provided during the recoupraent period.

During. the period of time Consenting Parties are entitled to recelve Non-Consenting Party’s share
of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of
all production, cnude 011 excisa taxes, -severance, gathering and other.taxes, -and all
royalty, overriding royalty-and other burdens applicable to Non-Consenting Party's
share of production.

'In the case of any reworhnb, plugging back or deeper drilling operation, the Consenting Parties shall
be permitied to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
all such equipment shall remain unchanged; and upon abandonment of a well after such reworking,
plugging back or deeper drilling, the Consenting Parties shall account for all such equipment fo the
owners thereof, with each party receiving its proportionate part in kind or In value, less cost of
salvage. .

Within sixty (60) days after the completion of any operation under this Article, the party con-
ducting the operations for the Consenting Parties shall furnish ea¢h Non-Consenting Party with an in-
ventory of fhe equipment in and conneeted to the well, and an itemized statement of the cost of drilling,
deepening, plugging hack, testing, completing, and equipping the well for production; or, at its option,

. the opereting party, in leu of an iternized statement of such costs of operation, may submit a detailed

statement of monthly billings. Bach month thereafter, during the time the Consenting Parties are being
reimbursed as provided above, the Party conducting the operations for the Consenting Parties-shall furn-
ish the Non-Consenting Parties with an itemized stateraent of 2ll costs and liabilities Inctured in the
operation of the well, together with a statement of the quantity of oil and gas produced from it and the
amount of proceeds realized from the sile of the well’s working intevest production during the preceding
month, In determining the quantity of oil end gas ‘produced: during any rmonth, Consenting Partles
shall use indusiry accepted methods such as, but not limited to, metering or periodic well tests. Any .
amount realized from the sale or other disposition of equipment newly aequired In connection with any
such operation which would have ‘beén owned by a Non-Consenting Party had it participated therein
shall be eredited against the total unreturned costs of the work done and of the equipment purchased,
in determining when the interest of such Non-Consenting Party shall revert to it as.above provided;
and if there is a credit balance, it shall be paid to such Non-Consenting party.

Xf and when the Consenting Perties recover from a Non-Consenting Party's. relinquished interest
the amounts provided for above, the relinquished interests of such Non-Consenting Party shall aute-
maticslly revert to it, and, from and after such reversion, such Non-Consenting Party shall own the same
intevest in such well,’ the material and equipment in or pertaining thereto, and the production there-.
from as such Non-Consenting Party would have been entitled to had it participated in the drilling,
reworking, deepening or plugging back of said well. Thereaffer, such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operation of said well in
accordance with the terms of this agreement and the Accounting Procedure, atiached hereto.

Notwithstanding the provisions of this Article VI.B.2, it is agreed that without the mutual consent
of 311 perties, no wells shall be completed in or produced from a source of supply from which a well
located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing
weil spacing pattern for such souree of supply.

The provisions of this Artcle shall have no appHeation whatsoever to the drilling of ‘!ha-i‘mt‘lsl
well deseribed in Article VIA. except (a) when Option 2, Afticle VILD.1., has been selected,: 'or (b)
to the reworking, Geepening snd plugging back of such initial well, if such well iz or 1hen:eai‘t.er «ghall
prove to be & .dry hole or non-commercial well, after having been drilled to the depth specified in A:hcle
VLA,

C. Blght to Take Production In Kind:

party eiecting to tike ir kind or separately dispose af mprowﬂunace shiare of the producticn from the Ganm:t
shall becp aceurats records of the volum-, ﬁng prices royalty taxes relative to its shnm of production. Iun—&puraturs
shail, upon vequast, furmish Oparator and copplete coples of the records required to b kept hercunder whenever, under
ihe terss of this zgressent or any agre t executed {n connectien herewith, it {5 necessary fop Cperator to cbtzin sald informa-
tion. Any inforaatican furnisbed to Operator hersinder shall be used hy Dperlu:r only to the extent necsssary to carry out jis
duties as Cperator 2nd shall othenwise be kept confidential,

:a:h garsy shall have the right to tzke in kind or sepratzly dispess of its proporticaats share of 11 oil and gas produced
from the Contract Ares, exclusive of production which may be used 1a development and producing opsravions and fa preparizg and

8-
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vreationg o) for marketing purposes and productfon unswoidably Tost. Any extra expenditura incurred in the takiug in kind or separate
dispasition by any pargy oﬁu propertionate share of the production shall ba borso by such party. Any party ‘3l§ﬁ1§ 1t3 shara gf
&.m

xggutton fn kind shall be required to pay for only T2 proportionate share of such part af oirs surface facilities which it

~ Each party shall execute such division orders and coniracts as may be necessary for the sale of its
interest in production from the Contract Area, and, except as provided in Article VILB., shall be entitled
to receive payment direct from the purchaser thereof for its share of all preduction.

In the event any party shall fajl to make the arrangements necessary to take in kind or sepavately
dispose of its proportionate share of the oil and gas produced from the Contract Area, Operator shall have
10 the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
11 oil and gas or sell it to others at any fime and from time to time, for the actourit of the non-taking
12 party at the best price obfainable in the area for such preduction. Any such purchase or sale by Op-
18 erator shail be subject always to the right of the owner of the production to exercise at any time its
14 right to fake in kind, or separately dispose of, its shere of all oi! and gas not previously delivered to a
15 purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only for
16 such reasonable periods of time as are consistent with the minimum needs -of the industry under the
17. particular circumstsnces, but in no event for a period In excess of one (1) year. Notwithstanding the
18 foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party’s
19 share of gas production without first giving such other party thirty (30) days notice of such intended
20 sale :

[/~38- B B S R

22 In the event any pexty hereto is not at any -tiwe taking or merkering Its share of gas
production and Operater is either (i) umwilling to purchase or sell or (4i) unmable to

23  obtain the prior written comsent to puxchase or sell such party's share of gas production,

24 or in the event any paxty has contracted to sell its share of gas produced from the Contract

g5 Area to a purchaser which does not at any time while this agrecmemt is in effect taka the

gg full share of gas attributable to the interest of such party, then in any such avent the
terms anud conditions of the Gas Balancing Aprecment attached herato as Exhibit "E" and

27  incorporated herein shall automitically hecome effective.

28

29 D. Access to Coniract Area and Information:

30 :

31 Fach party shall have access to the Contract Area at all reasoneble times, at its sole risk to inspect

32 or observe operations, and shall have access at reasonable times to information pertaining to the de-
33 velopment or operation thereof, including Operator’s boaks and records relaiing therelo. Operator, upon
84 request, shall furnish each of the other parties with copies of all forms or reporis filad with govern-
35 mental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports
38 of stock on hand at the first of each month, and shall make available samples of any cores or cuttings
37 taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to
38 Non-Operator; other than that specified above, shall'be charged to the Non-Operator that requests the
39 information.

40

41 E. Abandonment of Wells:

42

43 1. Abandonment of Dry Holes: Except for any well drilled pursuant to Article VIB.2, any well

44  which has been drilled under the terms of this agreement and is proposed to'be completed as & dry hole
45 sngll not be piugged and abandoned without the consent of all parties, Should Operator, atier diligent
46  e¥ort, be unable to contact.any party, or should any party fail fo reply within forty-eight (48) hours
47  (sxclusive of Saturday, Sunday or Jegal holidays) after receipt of notice of the proposal fo plug and
48 abandon such well, such party shall be deemed to have consented to the proposed abandonment. Al
49 . such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,
50 ﬁskandexpensenfthepa:ﬁgzwhomﬁdpatedEnthemstofdriﬁingofsuchweIi. Any party who ob-
51 jects to the plugging and abandoning such weil shall have the right fo take over the well and conduct
52 further operations in search of oil and/or gas subject to the provisions of Article VIB.

54 3. Abandenment of Wells that have Produced: Except for any well which has been drilled or re-
§5 worked gursuent fo Artiele VIB.2. hereof for which the Consenting Parties have not been fully reim-
56 Dursed as therein provided, any well which has been completed as a producer shall not be plugged and
67 abendoned ‘without the consent of all partiss. If all parties consent te such abandonment, the well shall
58 be plugged and abendoned in accordance with spplicable regulations and at the cost, risk and éxpense
59 of all the parties herefo. If, within thirty (30) days after receipt of notice of the proposed abanﬂqi:ment
80 of such well, all parties do not agres to the abandonment of any well, fhose wishing 16 continue its op-
§1 eration shall tender to each of the other parties its proportionate share of the value of the well's sa;vahle ]
82 materiel and equipment, determined in accordance with the provisions of Exhibit “C”, less the estimated
63 cost of salvaging-and the estimated cost of plugging and azbandoning. Each abandoning p;a_rty :shau
64 assign to the non-abandoning parties, without warranty, expressor iroplied, as to title or as_.tc_qi_unhﬁiy‘
65 quality, or fitness for use of the equipment and material, all of its interest in the well and related equip-
88 ment, together with ifs interest in the leasehold estate as to, but only asto, the interval or .mervalsof the
67 formation or formations then open o production. If the interest of the abandoning parfy is orincindes
68 an oil and gas interest, such party shall exseute and deliver o the non-abandoning pacty or/partiesion...
69 ol and gas lease, limited to the interval or Intervals of the formation or formations then opex {0 produc- i
70  tion, for a term of one year and so long thereatter as oil and/or gas is produced from the interval or infers i

- I
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vals of the formation or formations covered thereby, such leasé to be on ihe form attached as Exhibit
wB", The assignments or leases so limited shall encompass the “drilling unit” upen which the well is
located. The payments by, and the assignments or leases to, the assigness shall be in a ratio based upon
the relationship of their respective percentages of participation in the Contract Area to theaggregate of
the percentages of participation in the Contract Area of all essigness, There shall be no readjustment
of interest in the remaining portion of the Contract Area.

TPhereatter, abandoning perties shall have no further responsibility, lfability, or interest in the op-
eration of or production from the well in the interval or intervals then open other than the royslties
10 retmined in any lease made under the terms of this Acticle, Upon request, Operator shall continue to
11  operate the assigned well for the account of the non-abandening parties at the rates and charges con-
12 templated by this agreement, plus any additional cost and charges which may ariss as the rosult of
13 the separate ownership of the assigned well. .

© M

15 ' ARTICLE VIL
18 EXPENDITURES AND LIABILITY OF PARTIES

18 A. Liability of Paxtles:

19 H . .

90 ’ ‘The Hability of the parties shall be several, not joint or collective. Each party shall be responsible
21 only for its obligations, and shall be lable only for its proportionate share of the cosis of developing
22  and operating the Contract Area. Accordingly, the liens granted smong the parties in Article VILB. are
23 given to secure only the debis of each severally, It is not the intention of the parties to create, nor shall
94 this agreement be construed as creating, a wining or other parinesship or association, or fo render the
25 partles liable as partners, If is ‘not the intention of the parties that this comtract is
pg made or intended for the bensfit of any thizd person.

27 B. Liens and Payment Defaults:

29 Each Non-Operator grants to Operator a lien upon its oil and gas rights In the Contract Area, and a
30 security interest in its share of cil and/or gas when extracted and its interest in all equipment, to secure
31 payment of its share of expense, together with interest thereon at the rate provided in the Accounting
32 Procedure attached hereto as Exhibit “C”, To the extent that Opérator has a security interest under the
33 Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
34 of a secured party under the Code. The bringing of a suit and the obtainming of judgrent by Operator
35 for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
36 rights or security interest as security for thé payment thereof. In addition, upon default by any Non-
37 Operator in the payment of is share of expense, Operator shall have the right, without prejudice to

as i) or réme to £ the pur the ds the of %ﬁo%%n%
T e e A e
40 ° purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any de-

43, fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-
42 erator’s proporiionate share of expense. !

44 If any party fails or is unabla to pay its share oi expense within sixty (60) days afier rendition of
45 a statement therefor by Operator, the non-defaulting parties, including Operator, shall, upon request by
46 Operator, pay the unpaid amount in {he proportion that the interest of ench such party bears to the in-
47  tervest of all such parties. Each party so paying its share of the unpeid amount shall, o obiain reimburse-
48 ment thereof, be Subrogated to the security rights described in the Ioregoing paragraph.

50 C. Paymentsand Accomnting:

52 Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses
53 imecurred in the development and operation of the Contract Arez pursuant to this agresment and shall
54 charge each of the parties herefo with their respective proportionate shares upon the expense besis pro-
55 vided in the Accounting Procedurs attached hereto as Exhinit “C". Operator shall keep an accurate
56 record of the joint account hereunder, showing expenses incurred and charges and credits made and
57 received. =

59 Operator, at its election, shall have the right from time to time fo demand and receive from the
60 other parties payment in advance of their respective shares of the estimated amount of the expense to
61 be incurred in operations hereunder during the next succeeding month, which right may be exercised only
62 by submission to each such party of an ‘itemized statement of such estimated expense, together with
63 ao invoice for its share thereof. Each such statement and invoice for the payment in advance of: esti-
64 inated expense shail he submitted on or before the 20th day of the next preceding month, BEack party
66 shall pay to Operstor its proportionafe share of such estimate within fifteen (15) days after such es-
§8 timate end invoice is received. Iianypartyfaﬂstupayitsstmoimiﬂasthnatewithlnsaidﬂ;ne:ﬂae
67 amount due sagll bear interest as provided in Exhibit ugn yni] paid, Proper adjustment, shall be
68 made monthly betwsen advances and aciusl expense io the end that each party shall beer and pay ifs
§9 proportionate share of achual expenses incurred, and uo more. . =
0 3 - n [ P =
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D. Limitation of Expenditures:

1

Z . .

3 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened. ex-
4 cept any well drilled or deepensd pursuant to the provisions of Article VLE.2. of this Agreement, it being
5 5
6

understood that the consent to the drilling or deepening shall include:

10 [ Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When
11  such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
12  mediate notice to the Non-Operators who have the right to participate in the completion costs. The partles
13 yeesivihg such nmobice shall have forty-eight (48) hours (exclusive of Saturdsy, Sunday and legal holi-
14 days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
15 when made, shall include consent to 21l necessary expenditures for the completing and equipping of such
16 well, including mecessary tankage and/or surface facilities. Failure of any party receiving mich notice
17 o reply within the period above fixed shell constitute an election by that party not to parlicipate in
18 ﬂ\.emstntthccmlaﬁonattempt.-lfnnacrmum,bmmthanslluitheparti.electtcsetpipeand
19  to attempt a completion, the provisions of Article VLB.2, hereof (the phrase “réworking, deepening or
20 plugging back” es contained in Article VLB.2. shall be deemed to Include “ogmpleting’”) shell apply to
91 the operations thereafter conducted by less than all garties.

23 2, Rework or Plug Bacl: Without the consent of all partizs, no well shall be reworked or plugged
24 back except a well reworked or plugged back pursuani to the provisions of Article VI.B.2. of this agree-
95 ment, it being understood that the consent to the reworking or plugging back of a well shall include
96 consent fo all necessary expendifures ix conducting such operations and completing and equipping of
27  said well, including necessary tznkage end/or surface facilifies. '

28 .
29 3. Qther Operations: Operator shall not undertake any single project reasonably estimated to require
30 an expenditure in excess of T Dollars ($.25,000.00 ).

- TWENTY FIVE THQUSAND——————————————
31 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
32 ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
23 ever, that, in case of explosion, fire; flcod or other sudden emergericy, whether of the same or different
34 nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
35 the emergency to safeguard life.and property but Operator, as promptly as possible, shall report the emer~
36 gency to the other parties. If Operator prepares “Authority for Expenditures” for ils own use,
37 Operator, upon reguest, shall furnish copies of its “Authority for Expenditures” for any single project

38 costing in excess of FLFLEEN THOUSAND Dollars ($.13,000.00 ).
39

40 E. Royalties, Overriding Royalties and Other Payments:

41 .

42 Bach party shall pay or deliver, or cause to be paid or delivered, all royalties fo the extent of
43 1/8 of 8/8ths Gue on its share of production and shall hold the other parties free

44 from any liability therefor, If the iaterest of any party in any oil and gas lease covered by this agree-
45 ment is subject to any royalty, overriding royalty, production payment, or other charge over and above
46 the aforesaid royalty, such party chall assume and alone bear all such obligations and shall account
47 for or cause to be accounted for, such interest {o the owmers thereof.

48 Eo passy shall eves s Teopousikle wwpﬂ:emwmmyﬁummwmw:y.“mn&e:puw'slmn:

49 w:«yﬂq’m;mummd:oﬁr.;.t;a:q‘skaav:ﬁw,ﬂtymmmamndmnmntmmampﬁmw.
mrwm:mmhmgmm mmmmmm:ummmmamm.

50 4a zecamtaed m..émnm:nuanmﬁuﬂnummq'kmmuwmm:pmm;nﬁmmmu

51 ".t"fcmb:;a:q ;.hugrb:vsimﬂsm, subject to cxlscing conrmacts, ammmmmammmnuumnmmu
m:ﬁbwnmwmmnmmnmuwmmt«mmqpowmkw:aﬂamﬂ»m‘hhmmm.

52 ’-_sngzmu-.u,rmﬁmeemwmawnﬁuuum:rmiusssnanum,:.n ths reyalty gas undar the
= pueh b to the royalty osners under its leass
5 ioome Eim I cfieat o e St Ao o 2 e Y S, T e et s e £ 15 e
te do 0.
54 F. Reutals, Shut-in Well Payments and Minimum Royalties:
65
58 Renisls, shut-in well payments and minimum royalties which may be required under the terms of

57 anyleaseshallbepaiﬁhythepaﬂynrparﬁawhowhjectedmchleasetuthisagteementatitséftheir
58 axpense.Ia!hzmmtwoo:mmpa:ﬁaownmdhavemtﬁhntedimemstsinthemhasgtothis
59 agreement, such parties may designate one ‘of such parties to make said payments for and on behalf of all
60 such parties. Any party may request, and shall be entitled to receive, proper evidence of all such pay-
61 ments. In the event of faiflure to make proper payment of any rental, shut-in well payment or minimum
62 royalty throngh mistake or oversight where such payment is required fo confinue the lease in force,
63 any loss which results from such non-payrment shall be borne in accordance with the mwi'sion_.s_oct'A_rﬁcle

84 IV.E.Z ) i
85 I %
66 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, of the 'shut-

87 tingin or return to production of a producing gas well, at leass five (5) days (excluding Saturday; Sun-
88 day and holidays), or at the earliest opporhumity permitted by cirsumstances, prior to taking such:action,. .
69 but assumes no liability for failure to do so. In the event of failure by Operator to o notify Nox-
70  Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments
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of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
IV.B.3.

G. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad
valorem taxation all property subject to this agreement which by law should be rendered for such
taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
dition date, each Non-Operator shall furnish Operator,information as to Yurdens (to include, but not be
Ymited fo, royalties, omﬂdhg royaliies and production payments) on legses and oil and gas interests con-
tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
being subject fo ouistanding excess royalties, overriding royaliies or production payraents, the reduetion in
ad valorem taxes resulting therefrom shall inure fo the benefit of the owner or owners of such leaschold
estate, and Operator shell adjust the charge to such owmer or owners so a5 {0 reflect the benefit of such
reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
ner provided in Exhibit "C".

It Operator considers any tax sssessment improper, Operator may, at its discretion, protest within
the time and manner prescribed by law, and prosecute the pratest to o final determination, unless all
parties agree to 2bandon the protest prior to final determination. During the pendency of administrative
or judicial procesdings, Operator may elect fo pay, under protest, all such taxes and any interest and
penalty, When any such protested assessment shall have been finzlly determined, Operator shall pay
the tax for the joint account, together with any interest and penelty acerued, and the total cost chall then
be assessed against the parties, and be paid by them, as provided in Exhibit “C".

Each. party shall pay or cause to be paid all production, severance, gathering and other taxes im-
posed upon or with respect fo the mroduction or handling of such party's share of oil and/or gas pro-
duced under the terms of this agreement. :

H. Insurance:

At all times while aperations are conducted hereunder, Operator shall comply with the Workmen's
Compensation Law of the State where ihe operations are being conducted; provided, however, that Op-
erator may be a gelf-insurer for liability under said compensation laws in which event the only charge
that shall be rnade.to the joint account shall be an amount equivalent to the premivm which would have
besn pald had such insurance been gbtained. Operator shall also earry or provide insurance for fhe
benefit of the joint account of the parties as outlined in Exhibit *“D", attached to and made a part hereof.
Operator shall reguire all conftractors. engaged in work on or for the Contract frea to comply with the
Werkmen's Compensztion Law of the State where the operations are being eonducted and to maintain
such other insurance as Operator may require. ’ . '

I the event Automobile Public Liability Insurance is specified in said Exhibit “D", or subeequently
receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for
such insurance for Operator's fully owned automotive equipment. ]

: ARTICLE VIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Suryender of Leases:
TFhe leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall
not be surrendered in whole or in part unless all parties consent therato.

| However, should any party desive o swrender its interest in any Jease or in any portion thereof, and
other parties do not agree or consent fherato, the party desiring to surrender shall assign, without express
or impliad warranty of title, all of its interest in such lease, or poriion theveof, end any well, material and
aquipment which may be lecated therzon and eny rights in production thereaffer secured, to the pariies
not desiring to surrender it. If the interest of the assigning party sneludes an oll and gas interest, the as-
signingpartys&mﬂexmmmdﬁanva:mthepw or parties not desiring to surrender an oil and gas
lease covering such oil and gas interest Zor a term of one year and so long thereafter as oil and/or gas
ig preduced from the land covered thereby, such lease to be on tha form attached hereto as Exhibit “B".
Upon such assignment, the assigning party shall be relieved- from all obligations thereafter accruing,
but not theretofore accrued, with respect o the acresge assigned and the operation of any well thereon,
and the assigning party shall have no further smterest in the lease assigned and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article, The parties
assignee shall pay fo the perty assignor the reasonable salvage value of the latfer’s interest in any wells
and equipment on the assigned acreage. The velue of a1l material shall be determined in accordance
iwith the provisions of Exhibit “C", less the estimated cost of salvaging and the estimnated cost of plug-, .

-ging and abendoning. If the assignment is in favor of more then one party, the assigned interest shall

-10-



y EXHIBIT A

s

. YATES OA

A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

© oI tn R W

be shered by the parties assignee in the propertions that the interest of each bears to the interest of all
parties assignee, o

Any eassignment or surrender made undexr this provision shall not reduce or change the assignor’s or
surrendering parties' interest, as it was immedintsly before the assignment, in the bal of the Contract
Axea; and the goreage assigned or surrendered, and subssquent operations fhereon, shall nof thereaffer
be subject to the terms and provislons of this agreement.

B. Renewal or Extension of Leases:

Tf any party secures a fenewal of any oil and gas lease subject t6 this Agreement, all other parties
shall' be notified promptly, and shall have the right for a period of thirty (30) days following receipt
of such notice in which to elect to participate in the ownership of the remewal lease, insofar as such
lease affects lands within the Contract Area, by paying to the party who acquired it-their several proper
proportionate shares of the acquisition cost allocated to that part of stch lease within the Contract Area,
which shall be in proportion to the interests held at that time by the parties in the Contract Aree.

If some, ‘m;t less than all, of the parties elect to participate in the purchase of a renewal lease, it
shall be owned by the parties who €lect to participate therein, in a ratio based upon the relationship of
their respective percentage of participation in the Coniract Area to 'the aggregate of the percentages
of participation in the Contract Area of all parties participating in the purchase of such renewal Jease.
Axny renewal lease in which less than all parties elect to participate shall not be subject o this agreeh:ent.

without warranty

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

The provisions of this Article shall apply to renewal leases whether they are for the entire interest
covered by the expiring lease or cover only a portion of its area or an interest {herein. Any renewal lease
taken before the expiration of its predecessor lease, or teken or contracted for within six (8) months after
ihe expiration of the existing lease shall be subject to this provision; but any lease taken or coniracted
for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
lease and shall not be subject to the provisions of this agreement.

The provisions in this Article shall apply also and in like manner to extensions of ofl and gas
leases. The provisions of this Article VIII-B shall only apply to leases, ox portions
of leases, located within the Unit Area.
C. Acreage ox Cash Con,t:ibuﬁona:

While this agreement is In force, if any party contracts for a contribution of cash toward the drilling
of & well or any other operation on the Contract Area, such contribution shall be paid to the party who
conducted the, drilling or other operation and shall be applied by it ageinst the cost of such drilling or
other operation. If the confribution’be in the form of acreage, thé party to whom the contribution is
made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling
Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all parties hereto
are Drilling Parties. and accept such tender, such acreage shall become a part of the Contract Area and
be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
accept such tender, such acreage shall not become a part of the Contract Area. Each party shall prompt-
Iy notify all other parties of all acreage or money contribntions it may obtain in support of any well or
any other operation on the Contract Area.

If any party contra&.s for any consideration relating to disposition of such party's share ot substances
produced hereunder, such consideration shall not be deemed a coniribution 2s .conteu:rplatad in this
‘Article VIIT,C, This paragraph shall not he applicable to the contribuitlon of acreage
by the Contribuking Parties toward the Tnitial, Substitute, or Option Test Well.

D. Subsequenfly Created Interest:

Notwithstanding the provisions of Article VIILE. and VILG, if any party hereto shall, subsequent
to execution of this agreement, create an overriding royalty, production payment, or net proceeds inter-
est, which such interesis are hereinafter referred to as “gubsequently created interest”, such subsequently
created interest shall be specifically made subject to all of the terms and provisions of this agreement, as
follows:

1. If non-consent operations are conducted pursnant {o any provision of this agreement, and the
party conducting such operations becomes entitled to receive the production attributable to the interest
out of which the subsequently created interest is derived, such party shall receive same free and clear
of such subsequently created interest. The party creating same shall bear and pay all such subsequently
created interests and shall indemnify and haold the other parties hereto free and harmless from any and
dll liability resulting therefrorn. .

-1] -
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.'.2. If the owner of the interest from which the subsequently created interest is derived (1) fails to
pay, when due, its share of expenses cha'rgeable hereunder, or (2) elects to abandon a well under pro-
visions of Article VIE. hereof. or (3) elects to surrender a lease under provislons of Article VLOLA.
hereof, the subsequently created interest shall be chargeable with the pro rata portion of all expenses
hereunder in the same manner as if such interest were a working interest. For purpeses of collecting
such chargeable expenses, the party or parties who recejve assignments as a result of (2) or (3) above
shall have the right to enforce all provisions of Article VILB, hereof against such subsequently created
interest. )

© w10 O N

10 E. Maintenance of Uniform Interest:

12 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold inferests
13 covered by this agresment, and notwithstanding any other provisions to the conirary, no party shall
14 sell, encumber, fransfer or make ‘other disposition of its interest in the Jeases smbraced within the Con-
15 tract Area and in wells, equipment and prodnction unless such dispositlon covers either:

27 1. the entire interest of the party in allleases and eguipment and productlon; or

18 :

19 2. an equal undivided interest in all leases and equipment and production in the Contract Area:
20

21 Every such szle, encumbrance, transfer or other disposition made by any party shall be made ex-

92 pressly subject to this agreement, and shall be made'without prejudice o the right of the other parties,

24 If, at any time the interest of any party is divided among and owned by four or more Co-OWNeIs,
25  Operator, at its discretion, may require such co-owners io appoint a single trustee or agent with full
28 authority to rsceive notices, approve expendifures, receive ‘bxllmgs for and approve and pay such party's
27 share of the joint expenses, and to deal generally with, and’with power to bind, the co-owners of such
28 party’s-interests within the scope of the operations embraced in this agreement: howaver, 211 such
99 co-owners shall have the right to enter into and execute all contracts or agreements for the disposition
30 of their respective shares of the oil and gas produced from the Contract Avea and they shall have the
31 right to receive, separately, payment of the sale proceeds hereof.

32

33 P. Waiver of Right to Partition:

34 '

38 If permitted by the laws of the state or states in which the property covered hereby is located. each
36 party pereto owning en undivided interest in the Coniract Area waives any and all rights it may have
37 to partition and have sef’ aside to It in severalty its undivided interest therein.

chaser. (who must be ready, willing and able to purchase), the E 2 Tioe
45 the offer. The other parties shall then have an opfional prips=rif for a period of ten (10} days after
46 receipt of the notice, to purchase on the SAme terms sm® conditions the interest which the other party
47 propos«s to se_u and, if this optlonal ighi-tz exercised, the purcbasing parties shall share the pur-
e tMET the interest of each bears to the total interest of all purchasing
areatf1l be no preferential tight to purchase in those cases where any party wishes
to martga te-ffilerests, or to dispose of iis interests by merger, ri eorga.mmtmn, cansclidation, or sale

substantm]ly all of xts assets 10 & subsidiary or parent company or to a subsidiary of a parent
e I i shaiesiisgd theorioan
53
54 - T ARTICLE IX. °
85 INTERNAL REVENUE CODE ELECTION
36
57 This agreement is not intended to create, anid shall not be construed to create, a relationship of part-

58 mnership or an association for profit belween or emong the parties hereto. Netwithstunding any pro-
59 vislons herein that the rights and ligbilities hereunder are several and not joint or collective, ox that this
60 agreement and operations hereunder shall net constitute a parinership, if, for Federal income tax pur-
62 poses, this agreement and the operations hereunder are regarded as a partnership, each party hereby
62 affected elects to be excluded from the application of all of the provisions of Subchapter K, Chagpter
63 1, Subtitle *A”, of the Internal Revenue Code of 1954, as permitted and authorized by Section 761 of
64 the Code and the regulations promulgated thereunder. Operator is authorized and directed to-execute on
65 behalf of each party hereby affected such evidence of this election as may be Tequired by the Secvetary
88 of the Treasury of the United States or the Federal Internal Revenue Service, including speciffeally, but
67 ot by way of limitation, all of the returns, statements, and the data vequired by Federal Regula-
68 tons 1.761. Should there be any requirement that each party hereby affected give further evidence of
68  this election, each such party shall execute such documents end furnish such other evidence as may be
70 required by the Federal.Internal Revemue Service or as may be necessary to evidence this election.. No
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such party shall give any notices or take any other action inconsistent with the election made hereby.
1f any present or future income tax laws of the state or sirfes in which the Contract Area is located or
any future incoms tex laws of the United States contain provisions similar to fhose in Subchapter “g",
Chapter 1, Subtitle “A", of the Internal Revenue Code of 1954, under which an election simflar to that
provided by Section 761 of the Code is permitied, each party hereby affected ghall meke such slection as
may be permitted or requived by such laws. In malking the foregoing election, each such party states that
the income derived by such party from Operations hereunder can be adequately determined without the
coxoputation of partnership taxable incore,

ARTICLE X,
CLAIMS AND LAWSUITS

Operator may seitle any single damage claim or suit zrising from operations hereunder if the ex-
penditure does not exceed  FIETEEN THOUSAND ; *~ Dollars
($_15,000.00 3y and if the payment is in complete settlement of such claim or suit. If the amount
yequired for settlement exceads the above amount, the parties herefo shall assume and teke over the
further hendling of the cldim or suit, unless such autherity is delegated to Operator. All costs and ex-
pense of handling, setling, or otherwise discharging such claim or suit shall be af the joint expense
of the parties. If a claim is made against any party or if any parly Is sued on secount of any matier
arising from operations hereunder over which such individual hes no control because of the righis given
Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall
be treated as any other claim or suit involving operations hereunder.

: ARTICLE XX
FORCE MAJEURE

% any party is rendered unable, wholly or in part, by force majeure to carzy out its obligations
under this agreement, other than the obligation to make money payments, that party shall give to 21l
other parties prowipt written notice of the force majeure with reasonably full particulars concerming it;
thereupon, the obligations of the party giving the notice, so far as they are affected by the force majeurs,
shall be suspended during, but no lenger than, the continuance of the forca majeure. The affected party
shall use all reasonzble diligence to remove the force maleure situation as quickly as practicable.

The requirement that eny force majeure shall be remedied with' sll reasonsble dispaich shall not
require the settlement of strikes; lockouts, ar other labor difficully by the perty involved, contrary to its
wishes; how all such difficulties shall be handled shall be entirely within the diseretion of the party
concerned. -

The term ‘force majenie”, s here employed, shall mean an act of God, strike, lockout, or other
industrial disturbance, act of the publie enemy, war, blockade, public riot, lightning, fire, storm, flood,
explosion, governmental action, governmental delay, restraint or inacHon, upavailebility of equipment,
and any other cause, whether of the kind specifically enumerated above or otherwise, which is not
reasonably within the coutrol of the party dlaiming suspension.. -
ARTICLE XIL

NOTICES

All notices authorized or required hetween the parties, and required by sny of the provisions of
thiz agreement, unless otherwise specifically provided, shall be given in writing by Uniied States mail
or Western Unien telegram, postage or charges prepaid, or by teletype, and addressed o the pacty to
whem the notice is given st the addresses listed on Bxhibit "A”, The originating notice given under any
provision herdof shall be deemed given only when received by the pariy to whom such notice is directed,
and the Hime for such party teo sive any notice in response thereto shall Tun fram the date the originat-
ing notice is recelved. The second or any respensive motice shall be deamed given when deposited in
the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
or when sent by telefype, Each party shall have the right to change its address at any time, and from
time to time, by glving written notice hereof lo all other partles,

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall rersain in full force and effect as to the oil and gas leases'and/or oil and gas in-
terests subjected hereto for the period of time selected below; provided, howevas, no party hereto shall
ever he construed &s having any right, Htle or interest in or fo any lesse, or oil and gas inferest con-
tributed by any other party beyond the term of this agreement.

& Ogption No. 1: Bo long as any of the oil and gas leases subject to this agreement remain or are con-
tinued in force as to any pert of the Contract Area, whether by production, extension, renewal or other-
wise, and/or so long as oil and/or gas producton continues ¢rom any lease or ofl and gas inferest.
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under f pfities, this]
agreement shal = capable of produc-

tion, and for an additional™~pesig =il p ducuon, provided, howwu',
if, prior to the expiration of such add 2
drilling or reworking a well or wells !_-'.ere destias ag:eemcnt shall continue in foree until such op-
erations have been completed and if-poductlon results ihereirom, this ngrcement_ shall ceontinue in
force as provxded. hereip—&rihe event the well described in Artcle~3LA, or any subsequent well
drilled hereynéer, Tesults in a dry hole, and no other well is produmng. or tapehie of producing oil
andler gas from the Cantraet Area. this agreementshan terminate unless drﬂ]l.ng or rewuorising opera-

It is agreed, however, that the termmaﬁon of this agreement shall not relieve any party hereto from
any liability which has accrued ér attached prior to the date of such fermination,

ARTICLE XIV.
., . COMPLIANCE WITH LAWS AND REGULATIONS

A, Laws, Regulations and Orders: °

Th:s agreement shall be subject to the conservation laws of the state in which the coramitted
acreage is located, to the valid rules, regilztions, and orders of any duly constituted regulatory body of

"sald state; and to all other-applicable federal, state, and local laws, ordinances, rules, regulations, and”

‘orders,

B. QGoverning Laws: : ; :

The essential validity of this agreement and all matters pertaining thereto, mc]nding but not hm-
jted to, matters of perioxmence, non-periormance, breach, remedies, procedures, rights, dutles and in--
ferpretztion or construction, shall be governed and determined by the law of the stzte in which the
Contract Avea is locafed, If the Contract Area isin two or meore states, the law of the state where most
of the land in the Contract Area is located shall govern.

C o ARTICLE XV.

< OTHEE. PROVISIONS r

A, Mot inchued.

B. Not included.

C. Mot inclnded.

D. ‘icb::.thstzu&..ng mm,ﬁmmmcﬁmm awell is required

mmmﬁmmmfnmﬁlﬁﬁmmm 'mﬁm‘ xﬁ'ﬁ)mxﬁﬁmm

axea. and effiect, oxr (3) eam or in and to ¢il and/or

wﬁzmmﬂahmidumyhewmdbyaﬁuﬁ mwﬁﬁiﬂgi}taﬁmﬂ@, Fay revert

Ecaﬂ;izﬂ , or, (&) cmply with an order issted by & t a}ls_ﬂrvhavi:g in the
2 Pt ; = A
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AAPL IfORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

D I OO NS

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987, BETWEEN
YATRS PETROLEUM CORPORATION, "OPERATOR", AND YATES DRILLING COMPANY, ET AL, "NON-
OPERATORS", COVERING ALL LANDS OWNED BY PARTIES BUT NOT COVERED BY ANOTHER OPERATING
AGREEMENT. ARTICLE XVI.

MISCELLANEOUS

This agreement shall be binding upon and shall jnure to the benefit of the parties hereto and to their
respective heirs, devisees, legal representatives, successors amd assigns.

This instrument may be executed in any number of counterpaxts, each of which shall be considered -
an origingl for all purposes

+ IN WITNESS WHEREOF, th:s agreament shell be sffectiveas-oin—==—=—-deg-
==, on the affectwe date of each lease covered hereby.

CPERATOR

YATES PETROLEUM CORPORATION

/

By

: Ayarn'e\y-in—l‘-'act

NON-OPERATORS
YATES DRILLING COMPANY

STATE OF NEW MEXICO )

: ss
COUNTY OF EDDY )
The foregoing 'Instrument was acknowledged before me this =24 *day of
by . =

Attorney-in-Fact for YAT FETRU ] COR a New jco corporation,
on behalf of said corporation. ;

My commissian expires: . 7 b%’ . of S trer
Proced) L 19%n . otary Public

STATE OF NEW MEXICO )
. : 58
COUNTY OF EDDY )

The foregoing 'Instmnent was acknow'led d before me this 24 day of
. &3? s 19.¢ (%ﬂ@ %& 35
Attorney4in-Fact for YATES 1] NG COHPAN‘{, co corporation, on -

pbehalf of said corporation..

My ‘commission expires: . Ditiamas ca(m .
o Truaeds [, 18%c Nutary Public :
7 I

=15~



EXHIBIT A
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR"; AND YATES DRILLING COMPANY, ET AL, TNON-
OPERATORS", COVERING ALL LANDS OWNED BY PARTIES BUT NOT COVERED BY ANOTHER OPERATING

AGREEMENT.

NMYCO INDUSTRIES, INC.

oLk ). B

Atzlomeyjaf-ract

ABO CORPOCRATION

STATE OF MARTIN YATES IXI
LILLIE M. YATES

Prgok W, Yates Iy, as orney-in-Fact
£dr LILLIE M. , iffdividually and
with S.P. Yates, Personal Representatives
of the ESTATE OF MARTIN YATES III

STATE OF NEW MEXICO )
. : ss
COUNTY OF EDDY )

_The foregoing instrument was acknowledged befoxe me this 9247“" day of

e , 19 £7 , by Frank W. Yates Jr., Attoxrmey-in-Fact for MYCO
INDUSTRIES, INC., by John A. Yates, Attornmey-in-Fact for ABO PETROLEOM CORPORATION,
both New Mexico corpoxations, on behalf of said corpofations, by Frank W. Yates Jr. as
Attorney-in—Fact for LILLIB M. YATES, individually and with S. P. Yates, Personal
Representatives of ESTATE OF MARTIN YATES IXI, by S.P. YATES AND JOEN A, YATES.

My _commission ezpires: /}@L;W é/ Jlé'&[lch'
I ety Vi . Notary Public




e EXHIBIT A

"YATES OA

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987,
BETWEEN YATES PETROLEUM CORPORATION, "OPERATOR", AND YATES DRILLING COMPANY, ET
AL, “NON-OPERATORS®, COVERING ALL LANDS OWNED BY PARTIES BUT NOT COVERED BY
ANOTHER OPERATING AGREEMENT.

-

Yatas, Agant /

. /44/%@’
e

STATE OF NEW MEXICO )
. S8
COUNTY OF EDDY ) .
—+ The foregoing instrument was acknowledged before me this I day of
—slanmary ,1987bydehn A. Yates, Agent for LOS CHICOS, & partnership.

1\@ commission expires: ' _ é. M’L
MM Notary Public

BTATE OF NEW MEXICO )
r 58
COUNTY OF EDDY )

.

Y.
Ths foregoing instrument wss acknowledged before me this 5=

< Zé ,5@&44 , 199¢ by Peyton Yates, Partner for WEED OIL & GAS, a partnership.

My commission axpires: Z

M : Notary Publio

! "

of

STATE OF NEW MEXICO )
S5
COUNTY OF EDDY )

The fofegoing ins mwasamowmdbefbmmehis.ﬁ;mor
January " " 1954by Frank Yates, Ir, Attarney-In-Fect for BY-OIL, a partnership.

_Mjml .“.:QE | mﬁﬁ_,ﬂm 2




EXHIBIT A
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1887,
BETWEENYATEE PETROLEUM CORPORATION, "OPERATCR", AND YATES DRILLING COMPANY, ET

AL, "NON-OPERATORS', COVERING ALL LANDS OWNED BY PARTIES BUT NOT COVERED EY
ANOTHEB. OPERATING AGREEMENT.

ATTEST: , TRAIL MOUNTAIN, ING. _

ESTATE OF LILLIE M. YATES, DECEASED

ool Jole 7]

‘Iatas Jr., Abtorney-In-Eaft for 8. P. Yatss,

Hamax d Frank Yates, Jr., Personsal

presentatives of the ESTATE OF LILLIE M.
YATES, DECEASED,

STATE OF NEW MEXICO )
5§
COUNTY OF EDDY )

A
The foregaing 1§ t wes acknowledged before me this 27—  day of
1932 by Poyton Yatss, President of TRAIL MOUNTAIN, I‘NG a New Mexico
w:-porgﬁnn. on behalf of said eoxporation.

1

'.l
|

My commission expirss: § . ﬂ

i 4 a@@ g qu'é E Notary Public

!
'

e

i
a‘

i
i

L

Frung =t

STATE OF NEW MEXICO ) 3
s ’ L
COUNTY OF EDDY )
The foreguing mstrum.snt was acknowledged LEefure 'me this . 5 —— day of
B LB Bﬁ’ by Frank Yates, Jr., Attorney-In-Fact for S. P, Yates, B. S, B. W. | Harper and

Frank Yates, J£., Personal Rapresenzsnm of the BSTA’?E or LELLIE M. YATES, DECEASED.

My commission expires: M A 2&3 @_2 ;
M é / éﬁ?é Notary Publie

3
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YATES OA

ATTACHED TO AND MADE A PART OF OFERATING AGREEMENT DATED JANUARY 1, 1987,
BETWEEN YATES PETROLEUM CORPOHRATION, “OPERATOR’ AND YATES DRITLING
COMPANY, ET AL, “NON OPERATORS’, COVERING ALL LANDS OWNED BY PARTIES BUT
NOT COVERED BY ANOTHER OPERATING AGREEMENT.

SHARBRO OIL LTD, CO.

e 4 /a

_ STATE OF NEWMEX[CO ) ;
COUNTY OF EDDY | }'i iy " '
ﬁafuregnmgmstrmn&wasaﬂknnwladgaﬁheﬁnemethis_&dayof 1947
by _Frank W. Yates, Jr. , Manager for sﬁARBRQ OIL LTD. CO. a New Mexico
eorperation, on behalf of said corporation.
My Commission Expires:
o fo- BI05
STATE OF NEW MEXICO )
COUNTY OF EDDY | 5 ‘

PPN

Thefuregomgmsmmmwas acknowledged before me this _Ai_ day of,ém 1997
by FRANE W. YATES, JR. :

My Commission Expifes:

i
- SH - 3OO
i

STATE OF NEW m’:g:o y
COUNTY OF EDDY | « ) :

MyComessmnExfpnas‘
Hn S ﬁ&‘ﬂE

STATE OF NEW MEXICO L)
COUNTY OF EDDY ')

The foregoing instrunient was acknowledged before me this _ /2 day of _Wﬁq 1955
by JOHN A. YATES, JR.

My Commission Expires:
6o SE RpPS




* EXHIBIT A
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987,
BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR" AND YATES DRILLING
COMPANY, ET AL, “NON OPERATORS”; COVERING ALL LANDS OWNED BY PARTIES BUT
NOT COVERED BY ANOTHER OPERATING AGREEMENT.

SAGBAMENTO PARTNERS

. ESTELLE H. YATES

Yedg~ ¥
<S

PEYTON

Wé‘/

N %&-

STATE OF NEW MEXICO )
188
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this _ /7 day of _sabombes, 1877
by Peyton Yates, Attorney-in-Fact for SACRAMENTO PARTNERS LIMITED PARTNERS}EP a New
Maxico corpovatio, on behalf of said corporation.

My Comission Expires:
_6 v fKf e DOOZ
STATE OF NEW MEXICO o)
S8
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me ﬂns _,L day of _géeéz&. 192
hy PEYTON YATES.

My Commission Expires:
€ - s B04F

STATE.OF NEW MEXICO )
88
COUNTY OF EDDY . ) :,

The foregaing instrument was ackmowledged before me this __ﬁ day of
by ESTELLE H. YATES.

My Commission Expires: -
& - [ o003
STATE OF NEW MEXICO )
[ 88
COUNTY OF EDDY )

The foregoing instrument was ac]mowled,ed befare me this_42 day ofm
by RICHARD YATES.

My Commission Expires:
&- - Rog3




EXHIBIT A
. YATES OA’

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987,
BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR’ AND YATES DRILLING
COMPANY; ET AL, “NON OPERATORS’, COVERING ALL LANDS OWNED BY PARTIES BUT
NOT COVERED BY ANOTHER OPERATING AGREEMENT.

MARY YATES DAVIS

MARICO EXPLORATION, INC.

fLM Bl N2 A

Demis Kinsey, Secotary / Mo Sarwse, Vies Precident
STATE OF NEW MEXICO )
. 188
COUNTY OF EDDY )

The foregoing instrument was' acknowledged before me this _/Z_day of«m 1997
by MARY YATES DAVIS,

My Commission Expires:
-
STATE OF NEW MEXICO )
58
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this 43 day
St. Clair Peyton ¥ates, JriorS.P.&ESTELLE H, YATES 1876 TRU E

My Commission Expires: £
- =
&S 2002
STATE OF NEW MEXICO Y
88
COUNTY OF EDDY . )"

The foregoing instrainent was acknowledged before me this _Z2_day of ;&Mm 192 by
PEYTON YATES, Maneger for WEED OIL & GAS COMPANY, L.C, a New Mexico limite:

!

My Commission Expires: S

R P V=] " ’ '
STATE OF NEW MEXICO' ) !
COUNTY OF EPDY )ss

The foregoing instrument was acknowledged befors me this /2 _ day of <izademedie, 1925
by Mo Sarwar, Vice Presideént for MARICO EXPLORATION,; INC. a New Mexico corparation, on behalf of
said eorporation.

My Commission Expires:
VAP W




EXHIBIT A

- YATES OA .

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987,

BETWEEN YATES PETROLEUM CORPORATION, “OPERATOR” AND YATES DRILLING COMPANY, ET

AL, “NON-OPERATORS”, COVERING ALL LANDS OWNED BY PARTIES BUT NOT COVERED BY
ANOTHER OPERATING AGREEMENT. .

TRUST Q CREATED UNDER THE LAST WILL AND
TESTAMENT OF FEGGY A. YATES, DECBASED

o (o o

%Y@mmﬂm(}ﬂmo?em&
b §

, deceased.

STATE OF NEW MEXICO
8.

i A St

COUNTY OF EDDY _

The firegoing insttument wes ackmowledged before me this 252 day of _Tewe , L0060 by
Tohn A. Yatzs, Trustee of Trust Qunder the Last Will and Testament of Peggy A. Yates, deceased.

h_ttyCozm:issidnE:u;ims: ' NWM‘ e Q zf@!/éd,

Fp2- g/




EXHIBIT A
YATES OA

* ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR" AND YATES DRILLING COMPANY ET AL, "NON-

OPERATOR", COVERENG ALL LANDS OWIED BY PARTIES BUT NOT COVERED BY ANOTEER
OPERATING AGREEMENT.

EXHIBIT "A"
L 1 LandsSubjectto

Agreement:
All lands owned by the parties but not covered by ancther Operating Agreement

2. Depth Restriction:
None

3. Drilling Units for the Wells:
Proration Unit as established by the governing tegulaiory agency

)]

1 8 Percentage Interests of Parties Under the Agreement:

Yates Petrolenm Corporation Interests as they appear of record
Yates Drilling Company
Myco Indnstries, Ine.
Abo Petroleum Corporation
SP. Yates
John A. Yates
Estate of Martin Yates, IIL
Lilie M. Yates
Los Chicos
Weed Oil & Gas, a partnership
By-Oil
T'rail Mountain, Tne.
Estate of Lillie M. Yates
Sharbro Oil Ltd. Co.
Frank W. Yates, Jr.
Estate of Peggy A. Yates
. Jobn A Yates, Jr. .
Sacramento Pariners Limited Partrership
Estelle H. Yates
- Peyton Yates
Marico Exploration, Inc,
Rickard Yates -
Mary Yates Davis
S.P. and Bstelle ¥{. Yates 1976 Trust . '
Trust Q created under the Last Will and Testament of Peggy A. Yates, decesgsed.

TOL  Leasehold Interest of Bach Party:
All T.eases owned by the paxﬁés but not covered by another Operating Agreement

IV.  Addresses of Parties to Which Notices Shonld Be Sent:

Yates Petroleum Corporation Yates Drilling Company

Myco Industries, Inc, . Abo Petroleura Corporation

Sharbro Tndustries, Inc. ) S.P. Yates

John A. Yates ' ' Frank W. Yates, Ir.

John A Yates, Jr. Peyton Yates

Estelle ¥ Yates Estate of Martin Yates, IT{

Lillie M. Yates Estate of Lillie M. Yates

Estate of Peggy A. Yates Los Chicos .

‘Weed Oil & Gas, a partnership By-0il

Trail Mountain, Inc. Sacramento Parters Limited Partnership

Marico Bxploration, Inc. Richard Yates

Mary Yates Davis S.P. and Estelle FL Yates 1976 Trust
Trust Q created umder the Last Will & Testament

103 South Fonrth Strest of Peggy A. Yates, dec.

Axtesia, New Mexico 88210

Mﬁ‘ ¥

q-l‘sf‘H
U_F;.x.,x?



EXHIBIT A

YATES OA
ATTACBED TO AND MADE A PART OF OPERATING AGRKEMENT DATED JANUARY 1, 1987, BETWEEN
YATES PETROLEUM CORPORATION, “OPERATOR", AND YATES DRILLING COMPANY, ET AL, “NON-

OFBRATORS", COVERING ALL LANDS OWMED BY PARTIES BUT NOT COVERED BY ANOTHER OPERAXTING
AGREEMENZT.

EXHIBIT “a*

I. l. Lands Subject to Agreement:
All lands owned by the parties but not covered by another Operating Agreement

2. Depth Restrlct:.on.
None

3. Drilling Units for Wells:
°  Proration U‘n:.t as established by the governing regulatory agency

II. Percentage Interests of Parties Under the aAgreement: I

YATES PETROLEUM CORPORATION . : Interests as they appear of record
YATES DRILLING COMPANY, BY-OIL. N

MYCO INDUSTRIES, INC. TRAIL MOUNTATIN, INC.

ABO PETROLEUM CORPORATION ESTATE OF LILIIE M. YATES

S.P. YATES '

JOEN A. YATES

ESTATE OF MARTIN YATES IIT

LILLIE M. YATES

10S CHICOS

WEED OIL & GAS

IIX Xeasehold Interest of .Each Party:

L

21l leases owned by the parties but not covered by another Operating Agreement

Iv. Addresses of Parties to Whicii Notices éhould be Sent:

Yates Petroleum Coxporation LOS CAICOS

Yates Drilling Company WEED OIL & GAS

‘Myco Industries, Inc. BY-OLfs 0

-Bbo Petroleum Corporation ' TRATIL, MOUNTAIN, INC.

S.P. Yates ESTATE OF LILLIE M. YATES
John A. Yates 105 South Fourth Stxeet
Bstate of Martin Yates III Artesia, New Mexico 88210

Iillle M. Yates

105 South Fourth Street

Artesia, New Mexico 88210
ATTK Randy G. Pattexson

Suumn
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EXHIBIT “C"

ATTACHEED TO ARD MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987, BETWEEN
YATES PETROLEDM CORPORATION, "OPERATOR", AND YATES DRILIING COMPANY, ET AL, “NON-
OPERATORS”, COVERING ALI, LANDS OWNED BY PARTIES BUT NOT COVERED BY ANGTHER OPERATING
AGREEMENT. |

ACCOUNTING PROCEDURE
JOINT .OPERATIONS

I. GENERAL PROVISIONS
Definitions
“Joint Property” shall mean the real and personal property subject to the agreement to which this Accownting
Procedure is attached. x .
“Joint Operations” shall mean all operations pecessary or proper for the development, operation, proteciion and
mazintenance of the Joint Froperty. . _ .
“Toint Account® shall mean the account showing the charges paid and credits received in the conduct of the Joint
Opexations end which are to be shared by the Farties, E

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

“Non-Operators” shall mean the parties o this agreement other than the Operator.

«Parties” shall mean Operator and Non-Operators,

“Pirst Level Supervisors” shall mean those employess whose primary function in Joint Operations is the direst
supervision of other employess and/or contract laber directly employed on the Joint Property in a feld operat-
ing capaclty.

“Teohnical Employess” shall mean those employees having specizl and specific engineering, geological or other
professional sidlls, and whose primery funetion in Joint Operations is the handling of specific operating condi-
tions and problerns for the benefit of the Joint Property. i
“Personal Expenses” shall mean travel and other reasonable relmbursable expenses of Operator’s employees.
sMaterial” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
vwOontrollable Material” shall mean Material which at the time is so classified in the Material Classification Manual
mmmwmmdwmwmdPMMnusmﬁunznmm

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proporticnate share of the
Joint Account for the preceding monfh, Such bills will be accompanied by statements which idenfify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by aporopriate classifications of in~
vestment and expense except that ifems of Controllahle Material:and umusuzl charges and cradits shall be sep=
arately identified and fully deseribed in datail

Advances and Payments by Non-Operaiors

Unless otherwise provided for in the agrecment, the Operator may require the Non-Operators to advanee their
share of estimated cagh outlay for the succeeding month's operation. Operator shall adjust each monthly billing
to peflact advances received from the Non-Operators. ) )

Hach Non-Operatar shall pay its proportion of all bills within fifteen (i5) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per
anmrm or the maximum coniract rate permitted by the applicable usury laws in the state In which the Jeint
Property is located, whichéver is the lesser, plus sitorney’s. fees, court costs, and other cests in connection with
the collection of unpaid amounts, X : ;

Adjustments '
Payment of any such bills shall not prejudice the right of eny Non-Operator to protest or question the correci-
ness thereof; provided, however, 2ll bills and siatements rendered to Non-Operators by Ogerator during any
calendar year shall conclusively be presumed to be true and correet adter twenty-four (24) months following
the end of any such calendar year, unless within the said twenty_four (24) month period a Non-Operaiar takes
\written exception thersto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless It i made within the same pfescribed period. The provisions of this paragraph shall not prevent
aﬁ&smmmummmaphmﬂmﬁmmm;mmmnmdmh&eﬁmv_

Andits '

A Non-Operator; upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator’s accounts and records relating to the Joint Account for any calendar year within the twenty—four (24) month
pﬂicdfoﬂuwingtheeudufsmhmdarm;mvim however, thé maling of an audit shall not exiend the
{ime for the taking of written exception fo and the adjustments of zccounts as provided fof in Paragraph 4 of this
Section T, Where there ara two or mare Non-Operators, the Non-Opevators shall malke every reascnable effort to
conduct joint or sizmultanecus audits in 2 inanner which will result in a minimum of inconvenience to the Opera-
tor, Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless agréed
to by the Operator. it
Approval by Non-Operators

Where an approval or other agreement of the Paxiies or Non-Operators Is expressly reguired under other sec-
tions of this Accounting Procedure anditthe-ag:eemmttowhichthis.ﬁmuunﬁngr’mwdm is attached conteins
1o contrary provisions in regard thereto, Operafor shall notify all Non-Operators of the Operator’s proposal, and
the agreement or appreval of & majority in interest of the Non-Opesators shall be controlling on all Non-Opera-
tors.

[
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IL DIRECT CHARGES
Operator shall charge the Joint Accm:_.nt with the following items:
1. Rentals and Royalties
Lease rentals and royglties paid by Operator for the Joint Operations.
2, Labor .

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

* of Joint Operations. -

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

(8) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
exeluded from the Overhead rates.

B. Operator’s cost of koliday, vacation, sickness and disability benefits acd other customary allowances pald to
employses whose selaries and wages gre chargeable fo the Joint Account under Paragraph 24 of this Section
I, Such eosts undsr this Peragraph 2B may be c¢harged on 2 “when and as paid basis" or by “perceniage as-
sessment” on the amount of salsries and wages chargeable to the Joint Account under Paragraph 2A of this
Section IL If percentage assessment is used, the raiz shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental suthority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this See-
tion IT.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this ‘Seefti'on IL ’

3. Employee Benefits

Operator’s current cosis of established plans for employees' group life insuranece, hosplitalizatlon, pensiom, re-

tirement, stock purchase, thrift, bonus, and other benefit plans of & like nature, applicable fo Operatar’s lsbor

cost chargesble to the Joint Account wnder Paragraphs 3A and 2B of this ‘Section II shall be Operator’s actual
cost.not to exceed twenty per cent (20%), or percentage most recently recommended by COPAS.

4, Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only
such Matarial shall be purchased for or fransferred to the Joint Properiy as may be required for immediate use
and is reasonebly practical and consistent with efficient and economical operations, - The accumulation of sur-
plus stocks shall be avoided. .

Transportation i

Transportation of employees and Material necessary for the Joint Operations 'but subject to the following limita-

tions:

A. Tf Material is moved fo theJointhpexty‘anmthsOperator’s_warehmeoruihermperﬁes, no cherge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving peint where like material is normally available, unless agreed
to by the Parties. . '

B. If surplus Material is moved to Operator’s warehcuse or other storage point, no chargs shall be made to the
Joint Apcount for a distance greater than the distance to the nearesi reliable supply store, recognized barge
terminal, urreﬂwayreneivinggohtm}esxagmeﬁtobythe?axﬁes.Nnn‘nargeshallhema.demtheJaintAc-
count for moving Materizl to other properties belonging to Operator, unless agreed to by the Parties,

¢. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges. )

6. Services '
The cost of eoniract services, eguipment and utilities provided by outside sources, except services excluded by
Paragreph 8 of Section II and Paragraph 1. ii of Section I, The cost of professional consulterit services and con-

S

Overhead rates. mmwmaaomlmmmtmwmasmdmmmam&-
rectly engaged on the Joint Property shall not be charged to the Joint Acrount unless praviously agreed to by

the Parties.

7. Equipraent and Facilities Fuxnished by Operator

A. Operator shall charge the Joint Account for use ol Operator owned equipment and facilities at rates com-~
mensurate with costs of ownership a2nd operation. Sueh rates shall include costs of maintenance, repairs, other
operating expense, insurance, {exes, depreciation, and interest on investment not to exceed sight ber cent (84%)
per annum. Such raies shall not exceed average commercial rates currantly prevailing in the immediate aren
of the Joint Property.

B.. In Meu of charges in Paragraph 74 shove, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect fo use rates
published by the Petroleum Motor Transport Association. .

8. Damages and Losses to Joint Property
Al costs of expenses necessary for the repair or replacement of Joint Property made nacessary because of dam-
ages or lossas incurred by fire, flood, storm, theft, accident, or other’cause, except those-resulting from Operalor's
gross negligence or willful misconduct. Operator shall furnish Non-Operator wrilten notlce of damages or losses
sncurred as soon as practicable after a report ther2of has been received by Operator.

9. Xegal Expense -
Expense of handling, investigating and seiiling litigation or claims, discharging of liens, payment of judgmenis
and amaounts paid for seitlement of claims incurred in or resulting from opsrations under the agréement or
necessary ‘o protect or recover the Joint Property, excepi that no charge for services of Operator’s legal staff
or fees or expense of cutside attorneys shall be made unless previously agreed to by the Parties. ATl other legal
expense i considered 1o be covered by the overhead provisions of Scetion III unless otherwise agreed o by the
Parties, except as provided in Section I, Paragraph 3.

—_—
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AD taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
gon ﬁ:ereaf, ‘or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
ar

11. Insurance F
Net pfemiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
tes.' In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men's Compensation and/or :“'_m:plom Liakility under the respective state'’s laws, Operator may, at its glection,
include the tisk under its self*insurance program and in that event, Operator ghall inglude a charge at Operator’s
cast not to excéed manual rates.
12. Other Expenditures '

_ Any other expenditure not coyered or dealt with in the foregoing provisins of this Section II, or in Section III,
and which is incurrad by the Operator in the necessary and proper conduct of the Joint Operations, .

1
I
LI, OVEEHEAD 5

1. Overhead - Drilling and Producing Operations ;
i As compensation ‘for administrative, supervision, offies services and warehousing costs, Operatar shall char;
drilling’ and producing operations on either: ’
( xx) Fixed Rate Basis, Paragraph LA, or : . !
( ) Percentage Basis, FParagraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in Heu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargesble
under Faragraph 24, Section I The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matiers before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above galected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a’ direct charge to the Joint fccount.
fi, The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract gervices of technical personnel directly employed on the Jolnt Properiy sball ( ) shall
not (X ) be covered by the Overhead rates.

A_ Overhead - Fixed Rate Basis
(1) Cperator shall charge the Joint Account at the following rates per well per month:
Drilling Well Rate $_ furnished to Accounting by separate memo
Producing Well Rate $2£
(2) Application of Overhead - Fixed Rate Basis shall be as follows:

(a) Drilling, Well Rate .

[1] Charges for onshore drilling wells shall begin the date the well is spudded and terminete on
the date the drilling or completion rig is relsased, whicheves is later, except that no charge shall
be made during suspenslon of drilling operations for fifteen (15) or more consecutive days.

2] (Ihargestm’ﬁsmmgweﬂsshaﬁbe.ginmthedatewhznddﬂingmmﬂaﬁonequmt
arrives on location and terminate on the date the drilling or completion equipment moves oZf loca-
ﬁunurrlgisre].eased,Mﬁchaveromrsﬁrst,meptthatnqchargeshﬂhemadaduﬁngmm-
sion of drilling uperations for ifteen (15) or more consecutive days

[3] Charges for weils undergoing any type of workover or recompletion for a peried of five (5) con~
secutive days or more shall be made af the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig releass, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days.

(b) Producing Well Rates . "

[1] An active well either produced or injected into‘for any portion of the month shall be considered
as z one-well charge for the entive month. ’ .

[3] Each active completion in a multi-completed well in which preduction is not commingled down
hole shall be considered as a one-well charge providing each completion is consldered a separaie
well by the governing regulatory authority-

[3] An inactive gas well shut in because dovmrodmﬁoﬁmiaﬂmeaﬁpur_&wtutakethepm&m—
ﬁonsha]lbacmsideredasamweﬂdmmeprwidingmaguweﬂisdmcwnmmecteﬂi_;o a per-
manent sales outlet.

[4] A one-well charge may be.made for the month in which plugging and abandonment operations
are completed on any well ]

[5] All other inagtive wells (ineluding buf not limited to inactive wells covered by unit allowable,

] lease ellowable, transferred allowable, etc.) shall not qualify for an overnead charge.

(3) The well rates shall be adjusted as of the first dey of April each year following the effective date afftha
agresment to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate mwmmwmwmmeurmmwawmwmyeumpoﬁ
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Pefroleum and Gas F’mid_s-?ruduc-
tion Workers as published by the United States Depariment of Labor, Bureau of Labor Statistics, or the
equivalent Canadian Index as published by Statistics Canada, as applicable. The sdjusted rates’'shall be
the rates currently inuse, plus or minus the computed adiustment.

i
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B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
(a) Development
—__Percgﬁt ( %) of the cost af Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits,
(b) Operating
f'_Perth { %) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphks 1 and § of Section IT, all salvage credits, the value of injected substances purchased

! mmdmremmmdaﬂmﬁmdmmenuwhinhmleﬁed. assessed end paid upon the min-
eral interest in and to the Joint Properiy. :

(2) Applicetion of Overhead - Percentage Basis shall be as followa:
?urﬂzepmoseotde&erminhgcha:gmmawczutagebmhmdar?aragraphlBoitﬂsSecﬁmlmda—

velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and squipment; also, preliminary expenditures
necessary in preparation for drilling and expénditures ineurred in abandoning when the well Is not com~
pleted as 2 producer, and original cost of construction ar installation of fixed assets, the expansion of fixed
Asssts and any other project clearly discernible as & fixed assef, except Major Construetion as defned in
Paragraph 2 of this Section II. Al other cosis sheil be considered as Operating.
2, Ovevhead - Major Construction
To compensate Operator for overhead cosis'inctrred in the construciion and inmstallation of fixed assets, the ex-
pa::.si:)nofaﬂxedas;eﬁ.andmyn:herpmjactdeaﬂydimm‘h}emaﬁzedassetmqmmmmdevelapmentan&
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of consiruction, or shall
charga g? Eﬂ?cﬁcmt for Overnead based on the following rates for any Major Construction project in excess
of §__2£9,000,00 . C ‘
A __ 5 g of total costs if such costs are more than $._25,000.00_ Eut less than $.100,000.00 ; plus
B. 3 g of total costs in ewcess of $_100,000.00 but less than $1,000,000; plus
€. __2 g of total costs in’excess of $1,000,000.
Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts
of a gingle project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

3, Amendment of Rates .

TheOverheéﬁratespmvid&dforipthﬂSec&nnmmaybeamen&adirmﬁmgtaﬁmeonlybymutualagreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

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

Operator 1s responsible for Joint Account Material and shall mal= proper and timely charges and cradits for all ma-
terla] movements affecting the Joint Property. Operator shall provide all Materiel for use on the Joint Froperty; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator, Operator shall malke timely disposition
of idle and/or surplus Material, such disposal being mada either through sale to Operator or Non-Operator, division in
Xind, or sale to ouisiders. OpuMmypmuhase,butshaﬂhemdermuhﬁgaﬁmﬂ purchase, inferest of Non-Opera~
tors in surplus condition- A or B Material’ The disposal of surplus Controllable Material not purchased by the Opera~
tor shall e agreed to by the Parties. )

1. Purchases
Material pirehased shall be charged at the price paid by Operator after deduction of all discounts received. In case
of Material found fo be defective or xeturned to vendor for any ciher reeson, credit shall be passed to the Joint
Account when' adjustment has been recelved by ithe Operator.

2, Transfers and Dispositions
Material furnished te the Joint Property and Material transferréd from ‘the Joint Property or disposed of by the:
Operator, unless ofherwise agreed 0 by the Parties, shall be priced on the following bases exclosive of cash dis-
counts:
A. New Material (Condition A) ;

(1) Tubuler goods, sxcept line pipe, shall be priced at the-current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of guantity transferred, egualized 1p the lowest
published price £o.b. railway receiving point or recognized barge terminal nearest.the Joint Property
where such Material is normally available.

(2) Line Pipe
(2) Movement of less than 30,000 pounds shall be peiced at the cuxrent new price, in effect at date of

, as listed by a relisble supply store nearest the Jeint Property where such Material is nor-
mally available. )
(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
eraph 24 (1) of this Section IV.

{3) Other Material shall be priced at the eurrent new price, in effect at date of moyement, sslisted by a raliable
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is nor
available. k E

B, Good Used Material (Condition B) ,

Material in sound and serviceable condition and suitable for reuse without reconditioning;

(1) -Material moved to the Joint Property
(a) At seventy-five percent (75%) of current new price, 'as determined by Paragraph 24A of this Section IV,

(2) Material moved from the Joint Property '

(a) At seveniy-five percent (75%) of current new price, 25 determined by Paragraph 24 of this Section IV,
if Material was originally charged to the Joint Account as new Material, or

L
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(b) at sixty-flive percent (65%) of current mew price, as determined by Paragraph 2A of this Section
IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75%) of curreni new price.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C
Material which is not in sound and servieeable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50%) of current new price as deiermined by Para-
graph 2A of this Section IV. The cost of Teconditioning shall be charged to the receiving properly, pro-
vided Condition C value plus cost of reconditioning does not excesd Condition B value,
(2) Condition D
ALl other Material, inoluding junk, shall be priced ata value commensurate with lte use or at prevailing
prices. Material no longer suitable for iis original purpoze but usable for some other purpose, shall be
priced on 2 hsgismpm‘blewlth that of Hems normally used for such other purpose. Opsrator may dis-
posa of Condition D Material under procedures normally utilized by the Operator without prior approval
of Men-Operztors.
D. Obsolete Material
:Pl[aterlal which is serviceable and usable for its original function but condition and/or value of such Material
is not equva.laut to that which would justify a price aspmvided,shmmay'bespedanyprimeds:-ag:eadhhy
the Parties. Such price should resuit in the Joint Account being cherged with the valus of the service ren-
dered by such Material.
E. Pricing Conditions
(1) Loading and unloading costs may be charged to the Joint Account at the rate of Iifteen cents (15¢) per
hundred weight on all tubular geods movements, 'in lien of loading and unloading cosis sustained, when
achual hauling cost of such tubular goods are equaﬁmdundarprwisimuf?mgr&ph&ofﬁecﬁmn
(2) Material involving erection costs shall be charged at appliceble pércentage of the cuxrent Xnocked-down
vrice of new NMaterial.

3. Premimn Frices -
Whenever Material is not readily obiainable at puhiished or listed prices because of netionsl emergencies, strikes
or other unusual causes over which the Operator has no contral, the Operator may charge the Joint Account for the
required Material at the Operafor’s actual cost ineurred in providing such Material, in making i suitable for use,
and in moving it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposad
charge orior fo billing Non-Operators for such Material. Each Non-Operator shall have the right, by so elscting and
notifying Operator within ten days after receiving notice from Operator, o furnish in kind all ar part of his share
of sach Material suitable for use and acceptzble to Operator.

4, Warranty of Material Furnished by Operator

Opeérator ddes not warrant the Material furnished. In ease of defective Material, credit shall not be passed to the
Joint Account until adjustment has been received by Opérator from the manufacturers or their agents.

V. INVENTORIES
The Operator shall maintain detailed records of Controllable Materlal.

1. Periodic Inventcries, Notice and Hepresentation
At reasonable infervals, Inventories shall be taken by Operator of the Joint Accouni Controllable Material,
Wriiten notice of intention to take inventory shall te given by Operator at least thirty (30) days before any inven-
tory is 1o begin so that Non-Operators may be represented when any inventory is teken, Failure of Non-Operators
0 be represented at an inventory shall bind Non-Operatars io aceept the inventory taken by Operator.

2. Reconciliation. and Adjustment of Inventortes 8
TReconciliation of 2 physieal inventory with the Toint Account shall be made, and 2 list of overages and shortages
shall be furnished to the Non-Operators within gix months following the tzldng of the inventory, Inventory ad-
justments shall be made by Operator with the Toint Account for overages and shortages, but Operator shall be
held aceountable enly for shortages due fo laclk of reasonable diligence.

Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shell
be the duty of the party selling to notify all othex Parties as g 'cklyaspassib]eaﬂerthetrmoihtetesttakes
place. Tn such cases, hoth the seller and the purchaser shall be governed by such inventory.

4. Expense of Conducting Periodic Inventories

The expense of conducting periodic Tnventories shall not be charged to the Joint Account unless agreed to by the
Darti i
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EXHIBIT "D"

ATTACHED TO AND MADE A PART OF
OPERATING AGREEEMENT

ATTACEED TO AND MADE A PART OF OPERATING AGREEMENT DATED JANUARY 1, 1987, BEIWEEN
YATES FETROLEUM CORPORATION, "ormm'; AND YATES DRILLING COMPANY, ET AL, "NON-
OPERATORS™, COVERING ALL LANDS OWNED BY PARTIES BUT NOT COVERED BY ANOTHER OPERATING
AGREEMENT . . '

" ADDITIONAL INSURANCE PROVISIONS

Operator, during the term of this agreement, shall carry imsurance for the
benefit and at the expense of the parties hereto, as follows: i

(A) Workmen's Compensation Insurance as contemplated by the state in
which operations will be conducted, and Employex's Ligbility
Insurance with limits of not less than $100,000.00 per employee.

(B) Public Liability Insurance:
Bodily Injury = $500,000.00 each occurrence.

(C) Automobile Public Liability Insurance:
Bodily Injury - $250,000.00 each person.
$500,000.00 each occcurxence.

Property Damage — $100,000.00 each occurence.

Except as authorized by this Ezhibit "D, Operator shall pot make any chaxge to
the joint account for insurapce premiums. Losses not covered by Operator's
insurance (or by insurance zequired by this agreement to be carried for the
benefit and at the expense of the parties hereto) shall be .charged to the

joint account.

S
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ATTACHED TO AND NMADE A1 T OF CPERAIATESCHYEMENT DATED  JUARY I, 1987, BETWEEN

YATES PETROLEUM CCRPORATION, "OPFRATOR", AND YATES DRILLING CCMPANY, ET AL, “NCN-

gzikm'oxs“, COVERING ALL LAMDS OWNED BY PARTIES RUT NOT COVERED BY ANOTHER OPRRATING
EEMENT . i

tached own tne working interest in theligas rights underlying the lands covered.

-

by such agreement (the "Contract Araa‘.'}; ian accordance with the percentages of
participation as set forxth in Exhibit i # to the Operating Agreement (the "paxr~
ticipation percentage"). ; :;' %
- s
. In' accordance with the tern;'.{s%!o\f the Operating Agreement, each party
thereto has the right to take its shareidf gas produced from the Contract Area’
and market the same. Xn the event any ff .the parties hereto collectively owning
participation percentages of lass tham’ = '_ are not at any time taking or market-
ing their share of gas or have :contracted to sell their share of gas produced
from the Contract Area to a purchasexiwhich does not at any time while this|
agreement is in effect take the full!share of gas attributabls to the interest
of such parties,’ this agreement shall rautomatically become effactive upon tha#
terms hereinaftex set forth. I ]
= N v H
1. During the period or periods when any perties hersto collectively
cwning participation percentages of lesg than 50% have no markst for their share
of gas produced from any proration unit within the Contract Area, or their pur—
chaser dees not take its full shere of gas produced from such proration uhit,
other parties collectively owning participation percentages of more than 50%
shall be entitled to produce each mnn?:l:lg 100% of the lesser of a) zllowable gas
production assigned to such proration unit by appliceble state regulatory au-
thority or b) the delivery cepacity ofigas Irom such proxatien unit; provided,
however, no party who does not have gas in place shall be entitled to take or
Geliver to a purchaser gas production in excess of 200% of the lesser of c) its
chare of the volumes of gas capable of being delivered on a daily basis or d)
its share of allowsble gas production.! All parties hexeto shall share in and
own the liquid hydrocarbons recovered from such gas by lease equipment in accor-
Gance with their respective interests!aghd subject fo the Operating Agreement ta
which this agreement is attached, but the party or parties taking such gas shall
cwn 211 of the gas delivered to its or their purchaser.

2. On 2 cumalative besis, each party not taking or marketing its
£411 share of the gas produced shall be credited with gas in place equal to its
£ull share of the gas produced undex this agreement, less its share of gas used
in lease operations, vented or lost, and less tha]t portion such party toock or
dslivered to its purchaser. The Cperator will wiainkain a current account of gas
balance between the parties and will ,furnien all parties hexsto monthly state-—
ments showing the total gmantity of gas produced, the amount used in lease gpera-
+ions, vented or lost, the total quantity of ligquid hydrocarbons recoversd
therefrom, and the monthly and cumulative ovexr zmd under account of each party.

3. Ak all times while gas is produced from the Contract Area, each
party hersto will make settlement with the respective royalty owners to whom
they are each accountable, just as if each party were +taking or delivering to a
puxchaser its share, and its share only. Each party hersto agrees to hold each
other party harmiess fxom any and all claims for royalty payments asserted by
royalty owners to whom each party is accountsble. The temrm "royalty ownex”
shall includs owners of royalty, overriding royalties, production payments and
other similar interests. ' ;

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

4, After notice to the Operator, any party at any time may begin tak-
ing or delivering to its purchaser its full chare of the gag produced from @ pro-
ration umit under which it has gas in 'place less such party's share of gas used
in operations, vented or lest. In addition to such share, each party, anlndirfg
the Operator, umtil it has recovered its 'gas in place and balanced the gas ac-
count as to its interest, shall be entitled to take or deliver to its purchaser
a share of gas determined by multiplying 50% of the intersst in the current gas
production of the party ox parties without gas in place by 2 fraction, the numex-
ator of which is the interest in the proration unit of such party with gas in
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place and the denominator of which is the total percentage interest in such pro-
ration unit of all partiegs with gas in place currently taking ox delivering to a
purchaser, :

5. Nothing herein shall be construed to deny any party the right,.
from time to time, to produce and take oxr deliver to its purchaser its full
share of the allowable gas production to meet the deliverability tests required
by its purchaser, provided that said test should be reasonzble in length, nor-
mally ‘not to exceed 72 houxs.

6. If a proration unit ceasés to produce gas and/or liquid hydrocax-
bons in paying gquantities before the gas account is balanced, settlement will be
made betwaen the iundexproduced and overproduced parties. In making such settle-
ment, the underproduced party or-parties will be paid a sum of money by the over-
produced party or parties attributable to the overproduction which said overpro-
duced party received, less applicable taxes therstofore pald, at the applicable
price defined below for the delivexy of a volume of gas equal to that for wh:.cn.
settlement is mede. For gas, the price of which is not regulated by fe&eral,,
state or other governmental agencies; the pr:.ce basis shall be the price re-~
ceived for the sale of the gas. For gas, the price of which is subject to regu-
lation by federal, state or other govermmental authorities, the price basis
shall be ihe raite collected, fzom time to time, which is not subject to possible
refund, as provided by the Federal Energy Regulatory Commission or any other gov-
ernmmental authority, pursuant to final oxder or settlement applicahle to the gas
sold from such well, plus any additionall collected amount which is mot ulti-
mately reguired to be refundsd by such authority, such additional collected
amount to be accounted for at such timé as final determination is made with
respect hereto.

7. Notwithstanding the provisions of 46, it is expressly agreed that
any underproduced party chall have the optional right, with respect to each pxo-
ration unit, to receive a cash settlement bringing such underproduced party's
gas account into balance at any time and firom time to time priocr to the final
settlement, by first giving each overproduced party 30 days' written notice of
demand for cash settlement. If such option is so exexcised, settlement shall ke
made (as of 7:00 o'clock A.M. on the first day of the calendar month following
the date of such written demands) within 90 days following the actual receipt of
such written demands by the overproduced parties,’ in the ‘same manner provided
for in §6. The option provided for in this paragraph may be exercised, from
time to time, but only one time in each calendar year.

8, Nothing herein shall change or affect each party's obligation to
pay its proportionate share of all costs and liabilities mc‘u.rred as its share
thereof is set forth in the Operating Agreement.

9, - This agreement shall constitute a separate agreement as to each
proxation unit approved by the appliceble regulatory authority for z pool within
the Contract Brea, but such proration unit shall not include any producing hori-
zon which is not within the vertical limits of said pool. This agreement shall
remain in force and effect so long as the Opérating Agreement to which it is
attached remains in effect, and shall inure to the benefit of and be binding
upon the parties hereto, their heirs, successors, legal repreosentatives and
assigns.

—2-
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ATTACHEDR TO AND MADE A PART OF OPERATING RG:)}EEMENT DAYVED JANUARY 1, 1987, BETWEEN
vanEs PETROLEUM CORPORATION, FOPERATORY, AND YATES DRILLING COMPANY, ET AL, "HON-
OPERATORSY , COVERING ALL LANDS OWNED BY PARTIES BUT NOT COVERED BY ANOTHER OPERATING
AGREEMENT. EXHIBIT ‘ vE v B

‘BQUAL EMPLOYMENT OP'%%&EUHITY PROVISION
. . I‘
W

9'_ ;
During the pe:g:formancé cf this contracrt‘}‘j].the Operator agrees as follows:
. ¥y

(1) The Operator will not discriminate agaifst any employee or applicant
for employment because of race, color, religion, national orlgin ox
sex. The Cperator will tzke afﬂmativg,actiqn to ensure that appli-
cants are employed, and that employees are treated during employment,
without regard to their race, color, religion, national origin or sex.
Such action shall include, but not be limited to the following: Employ-
ment, upgrading, demotion, or transfer,|'recruitment or recruitment ad-
vertising; layoff or termination; rates'of pay or other forms of com-
vensation; and selection for training, including apprenticeship. The
Operator agrees to post in conspicuous places, available to employees
and applicants for employment notices to be provided for the contract-
ing officer setting forth the provisions of this non~discrimin=tion
clause.

i

(2) The Operator will, in all solicitations or advertisements for employees
placed by or on behalf of the Operator, State that all qualified appli-
cants will receive consideration for employment without regarxd to race,
*_color, religion, national origin or sex.

{3) The Operator will sénd to each labor wmion or representative of workers
with which it has 2 collective bargaining agreement or other contract
or uderstanding, a notice to be providéd by the agency contracting
officer, advising the lzbor union or workers'.representative of the
Operator's commitments under Section 202 of Executive Ordex 11246 of
September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

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

(5) The Operztor will furnish all information and reports required by Bxscutive
Order 11245 of Septembex 24, 1965, and by the rules, regplations, and orders
of the Secrstary of Labor, or pursuant thersto, and will permit access to
its books, recoxds, and accounts by the contracting agency and the Secretary
of Labor for purposes of “investigation to ascertain cempliance with such |
rules, regulations, and orxders. i

(6) In the event of the Operator's non-compliance with the non-discrimination
clauses of this contract or with any of such rules, regulations, or ordexs,
#his contract may be cancelled, terminated or suspended in whole or in paxt
2nd the Operator may be declared ineligible for further Government contracts
in accordance with procedures authorized in Executive Crder 11248 of
September 24, 1965, and such other sanctions may pe imposed and xemedies
invoked as provided in Exbcutive Order 11246 of September 24, 1965, or by
rule, regulation, or order of the Secxetary of Labox, or as ctherwise pro-
vided by law. : ) v

Exhibit "F"
Page 1
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{7) The Operator will include the provisions of Paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules,
regulations, or orders of the chretary of Labor issued pursuant to
Section 204 of Executive Oxder 11246 of September 24, 1965, so that
such provisions will be binding upon each subcontractor or vendor.
The Operator will take such action with respect to any subcontract
or purchase order as the contracting agency may direct as a means of
enforcing such provisions including sanctions for non-compliance:
Provided, howevex, that in the eveni the Operatoxr becomes involved
in, or is threatened with, litigation with a subcontrxactex or vendor
as a result of such direction by the contracting agency, the Operator
may request the United States to enter into such litigation to pro-
tect the interests of the United States.

Operator acknowledges that it may be required to file Standaxd Form 100
(EEO-1) promulgated jointly by the Office of Federzl Contract Cémpliance, the
Equal Employment Opportunity Commission and Plans for Progress with Joint Pe-
porting Committee, Federal Depot, Jeffersonville, Indiana, within thirty {30)
days of the date of contract award if such report has not been filed for the
current year and otherwise comply with or file such othex compliance reports
as may be required under Executive Order 11246, as amended and Rules and Ee-
gulations adopted thereunder.

Operator further acknowledges that he may be required to develop a wxitien
affirmative action compliance program as reguired by the Rules and Regulations
approved by the Secretary of Labor uwnder authority of Executive Order 11245 and
supply Non-Cperators with a copy of such program if they so reguest.

CERTIFICATION OF NON-SEGREGATED FACILITIES

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

Operator further understands and agrees that a breach of the
assuzrance herein contained subjects it to the provisions of the Oxder
at 41 CFR Chapter 60 of the Secretary of Labor dated May 21, 1968, and
the provisions of the egual opportunity clause enumerated in contra
between the United States of America and Non—-Operators. ]

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

Exhibit "F"
Page 2



EXHIBIT B
INSURANCE REQUIREMENTS

A. As to all operations, hereunder, Operator shall carry for the benefit and protection of the

parties hereto Workers' Compensation and Employer’s Liability Insurance in accordance with
the applicable State law. If under the laws of said State, Operator is authorized to be a self-
insurer as to Workers’ Compensation and Employer’s Liability, Operator may.elect to be a self-
insurer under such laws and in such event Operator shall charge to the joint account, in fieu of
any premiums for such insurance, a premium eguivalent not fo exceed manual insurance rates
applied to the payroli: '

B. Operator shall not be required to carry any other insurance for the joint account. The
liability of the parties hereto in damages for claims growing out of personal injury to or death of

third persons or damage or destruction of praperty of third parties resulting from the operations:

conducted. hereunder shall be borme by the parties hereto in the proportions of their respective
obligations to bear such costs. Operator shall not be liable to Non-Operator for loss, damages
or destruction to jointly owned property from operations hereunder unless such loss, damages
or destruction arise solely out of willful misconduct or gross negligence of Operator.

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

D. Operator shall require all contractors engaged in work on or for the benefit of the
operations hereunder to comply with applicable Workers' Cempensation and Employer's
Liability laws and to maintain such other insurance as Operator shall deem necessary.

!

Page 1 of 1



Eddy County, New Mexico 05/16/2019 10:08 AM 1906452

EXHIBIT: 6

BTA OIL PRODUCERS, LLC

RATIFICATION OF OPERATING AGREEMENT
AND STIPULATION OF INTEREST

STATE OF NEW MEXICO §

§
COUNTY OF EDDY §

Reference is made to the terms and provisions of the Yates Petroleum Corporation “in-

house” Operating Agreement dated January 1, 1987, (the “Yates Operating Agreement”) covering,
among other lands, the following (the “Subject Lands™):

Lots 1, 2, NE/4 and E/2NW/4 of Section 7 and the NW/4 of Section 8, Township 23 South,

Range 29 East, NMPM, Eddy County, New Mexico, covering 474.11 acres, more or less,
as to all depths.

The following described oil and gas leases issued by the United States of America, as
Lessor, to Yates Petroleum Corporation, Yates Drilling Company, Myco Industries, Inc. and Abo

Petroleum Corporation, insofar as said leases cover the Subject Lands, are hereinafter referred to
as the “Subject Leases™:

Oil and Gas Lease NM-103879 dated effective March 1, 2000
Township 23 South, Range 29 East, NMPM

Section 7: Lots 1, 2, NE/4 and E/2 NW/4

Eddy County, New Mexico, containing 314.11 acres, more or less.

Oil and Gas Lease NM-121951 dated effective May 1, 2009
Township 23 South, Range 29 East, NMPM
Section 8: Nw/4

Eddy County, New Mexico, containing 160 acres, more or less.

WHEREAS, that certain Pooling Agreement and Stipulation of Interest dated February 22,
2010, recorded in Book 820, Page 252 of the Eddy County Records, Eddy County, New Mexico,
was executed by Yates Petroleum Corporation, Myco Industries, Inc., Abo Petroleum Corporation
and Yates Drilling Company (the “Pooling Agreement™). In addition to the Subject Lands the
Pooling Agreement covers the N/2 SW/4 of Section 4, Township 23 South, Range 29 East, NMPM,
- Eddy County, Texas Mexico (the “Novo Lands”).

WHEREAS, the name of Yates Drilling Company was changed to Oxy Y-1 Company, as

reflected by instrument filed October 6, 2010, in Eddy County, New Mexico in Book 835 Page
435.

WHEREAS, Abo Petroleum Corporation changed its name to EOG A Resources, Inc.,
Myco Industries, Inc. changed its name to EOG M Resources, Inc. and Yates Petroleum
Corporation changed its name to EOG Y Resources, Inc.

Reception: 1906452 Book: 1123 Page: 0370 Pages: 6
1 Recorded: 05/16/2019 10:08 AM  Fee: $25.00
MIBLANDY 11\000247\2319634.3 Eddy County, New Mexico ~ Robin Van Nasta, County Clerk

104 SOUTH PECOS ST
MIDLAND TX 79701-5021

BTA OIL PRODUCERS LLC
ATTN MONA LAGAN
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WHEREAS, thereafter, pursuant to Assignment of Oil, Gas and Mineral Leases dated
October 12, 2018, effective August 1, 2018, recorded in Book 1116, Page 1089 of the Eddy County
Records, Eddy County, New Mexico, EOG Y Resources, Inc., EOG A Resources, Inc. 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 Lease NM-121951 insofar and
only insofar as said lease covers the N/2 SW/4 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. It 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 Lands.

WHEREAS, EOG Resources, Inc., a Delaware corporation, is successor by 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 limited liability company, the Subject Leases insofar as said
leases cover the Subject Lands pursuant to Assignment dated effective November 1, 2018,
recorded in Book 1119, Page 0048 of the Eddy County Records, Eddy County, New Mexico.

WHEREAS, BTA Oil Producers, LLC, and Novo Oil & Gas Northern Delaware, LLC
(“Novo”) executed a Stipulation of Interest dated effective August 1, 2018, and recorded in Book
1121, 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 Lands
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 agree that (i) the Subject Lands are not subject to the Yates
Operating Agreement but instead are subject to a separate operating agreement containing terms
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, LLC is
the current Operator under the Subject Lands JOA; and (iv) as between BTA Oil Producers, LLC
and Oxy Y-1 Company, the Pooling Agreement is amended to delete the Novo Lands 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

MIDLAND\000011\000247\2319634.3
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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 may be
assembled into one document. The terms and provisions of this instrument shall be binding upon
and inure to the benefit of the 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 1, 2018.

BTA OIL PRODUCERS, LLC, Texas limited liability company
By: I\\’\ A l

Name: Barry Bed], Jr. 1 WP

Title: Managing Member

OXY Y-1 COMPANY, a New Mexico corporation

By:
Name: ’ Bosoer  C Puii_ ¢

Title: /rmccy-— /[~ Fher g'g

\

MIDLAND\000011\000247\2319634.3
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STATE OF TEXAS §

§
COUNTY OF MIDLAND §

This instrument was acknowledged before me on the Q day of %019, by Barry
Beal, Jr., Managing Member of BTA Oil Producers, LLC, a Texas limited liability company, on

behalf of said limited liability company.

Notary Public — State of
My Commission Expires: "JP

STATE OF TEXAS

§
§
§

COUNTY OF _\axgis

This instrument was acknowledged before me on the (2 day of #bamay, 2019, by

MAM?M g of Oxy Y-1 Company., a New Mexico
corporation, on behalf of said corporation.
DELEENA D. LANG
% Notary Public, State of Texes Notary Public — State of ‘D@

i35 Comm. Expires 02-18-2022 lic of
Notary 1D 128179978 My Commission Expires:

MIDLAND\000011\000247\2319634.3
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IIL.

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

by and between BTA Qil Producers, LLC, Operator and
Oxy Y-1 Company, Non-Operator

LANDS SUBJECT TO AGREEMENT:

Lots 1, 2, NE/4 and E/2NW/4 of Section 7, and NW/4 of Section 8, Township 23 South,
Range 29 East, Eddy County, New Mexico, containing 474.11 acres, more or less.

RESTRICTIONS AS TO DEPTHS, FORMATIONS OR SUBSTANCES:

All Depths.

INTEREST OF THE PARTIES TO THIS AGREEMENT:

In the Culebra “BLV™ Federal No. [-H Well as to the Bone Spring formation

BTA 0Oil Producers, LLC 73.19666%
104 South Pecos

Midland, Texas 79701

Phone: 432-682-3753

Attn: Willis Price

Oxy Y-1 Company 26.80334%
P. O. Box 4294
Houston, TX 77210-4294

In wells drilled on the Lands referenced above save except the Culebra “BLV” Federal
No. 1-H Well as to the Bone Spring formation

BTA Qil Producers, L1.C 73.19752%
104 South Pecos

Midland, Texas 79701

Phone: 432-682-3753

Attn: Willis Price

Oxy Y-1 Company 26.80248%
P. O. Box 4294
Houston, TX 77210-4294
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IV.  OIL AND GAS LEASES:
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Oil and Gas Leases owned by the parties hereto covering the lands subject to this
Agreement insofar as they cover Lots 1, 2, NE/4 and E/2NW/4 of Section 7, and NW/4 of
Section 8, Township 23 South, Range 29 East, Eddy County, New Mexico, as to all
depths:

1.

Federal Lease No.:

Lessor:
Lessee:

Date:
Recorded:
Land Covered:

Federal Lease No.:

Lessor:
Lessee:

Date:
Recorded:
Land Covered:

NMNM-121591
United State of America

Yates Petroleum Corporation, et al
May 01, 2009

Insofar as it covers the NW/4 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 Corporation, et al
March 1, 2000

Lots 1, 2, NE/4, and E/2NW/4 of Section 7, Township 23
South, Range 29 East, N.M.P.M., Eddy County, New
Mexico, containing 314.11 acres, more or less.



BTA OIL PRODUCERS, LL.C

CARLTON BEAL, JR. 104 SOUTH PECOS STREET

BARRY BEAL MIDLAND, TEXAS 79701-5021
SPENCER BEAL 432-682-3753

KELLY BEAL FAX 432-683-0311
BARRY BEAL, JR.

STUART BEAL

ROBERT DAVENPORT, JR.

EXHIBIT: 7

BTA OIL PRODUCERS, LLC

GULF COAST DISTRICT
TOTAL PLAZA
1201 LOUISIANA STREET, STE. 570
HOUSTON, TEXAS 77002
713-658-0077 FAX 713-655-0346

ROCKY MOUNTAIN DISTRICT
600 17TH STREET, STE. 2230 SOUTH
DENVER, COLORADO 80202
303-534-4404 FAX 303-534-4661

July 8, 2019

Inre: BTA — Ochoa 8703 Fed #1H
Lots 1, 2, NE/4 and E/2NW/4 of Section 7, and NW/4 of Section 8-T23S-R29E-
Eddy County, New Mexico, containing 474.11 acres, more or less

Oxy Y-1 Company

5 Greenway Plaza, Suite 110
Houston, TX 77046

Attention: Mr. Peter R. Van Liew

Dear Peter:

BTA il Producers, LLC (“BTA”) proposes to drill the Ochoa 8703 Fed #1H well (“the
Ochoa #1H”). Records indicate that Oxy Y-1 Company (“Oxy”) owns an 26.80248% 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 #1H, a proposed 18,445> MD, and approximate
10,532' TVD horizontal Lower Wolfcamp Shale well with a SHL of approximately 1,620 FNL
and 375° FEL of Section 12-T23S-R28E, and a BHL of approximately 330° FNL and 2,600’ FWL
of Section 8-T23S-R29E. The first take point is approximately 330° FNL and 100’ FWL of Section
7, and the last take point is approximately 330° FNL and 2,540’ FWL of Section 8. The 474.11
acre spacing unit for the Ochoa #1H covers Lots 1, 2, NE/4 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 #1H is a horizontal well and there will not be a
casing point election. The election to participate in drilling the Ochoa #1H is also an election to
participate in the completion of the Ochoa #1H.

Should Oxy elect to participate in the drilling of the Ochoa #1H, please so indicate in the
space provided below and return 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 #1H 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,

e
(SFa
Willis D. Price 111
Land Manager

Oxy hereby elects to participate in the drilling and completion of the proposed
Ochoa 8703 Fed #1H well.

Oxy hereby elects NOT to participate in the drilling and completion of the proposed
Ochoa 8703 Fed #1H well.
Working Interest Owner:
Oxy Y-1 Company

By:

Title:

Date:

Enclosures



BTA OIL PRODUCERS, LLC
WELL COST ESTIMATE & AUTHORITY FOR EXPENDITURE

Well Name: Ochoa 8703 Fed #1H (WLDC) Total Depth: ~10532' TVD
18,445' MD
1.5 mile
Location: SHL: 1620' FNL 375 FEL Sec 12 23S 28E
BHL: 330’ FNL 2600' FWL Sec 8 23S 29E Formation: Lwr Wolfcamp

Eddy County, NM
Date Prepared:  6/27/19

T | [TOTALCOSTS =]

INTANGIBLE COSTS
FORMATION EVALUATION $ $ $ s
LOGS 5,000 20,000 25,000
LOCATION & ACCESS 0
SURVEY & STAKE 5,000 5,000
DAMAGES 10,000 10,000
ROAD & LOCATION 50,000 12,000 62,000
OTHER LOCATION 120,000 120,000
DRILLING RIG 0
MOBILIZATION 60,000 60,000
DAYWORK 409,500 78,000 487,500
DRILLING SUPPLIES 0
BITS 68,000 68,000
BHA 35,000 65,000 100,000
FUEL 126,000 24,000 150,000
MUD RELATED 0
MUD PURCHASE 85,000 5,000 90,000
MUD RENTAL 0
FRESH WATER 25,000 5,000 500,000 530,000
BRINE 20,000 20,000
SOLIDS CONTROL (Centrifuge) 26,565 8,000 35,565
MUD MONITOR 22,000 1,000 23,000
MUD RELATED OTHER 28,000 28,000
DRILLING SERVICES 0
BOP RELATED 15,000 4,000 19,000
CASING RELATED 25,000 35,000 60,000
WELDING 8,000 2,000 10,000
TRUCKING 22,500 10,000 - 54,000 86,500
RENTAL EQUIP 45,000 10,000 330,000 385,000
OTHER SERVICES (Direction/GR Services) 205,000 205,000
CEMENT 0
CASING CEMENTING 110,000 85,000 195,000
OTHER CEMENTING 120,000 120,000
CONTRACT SERVICES 0
ENGINEERING 8,000 8,000
GEOLOGICAL 20,000 20,000
ROUSTABOUT 8,000 5,000 13,000
WELLSITE SUPERVISION 43,470 14,400 50,000 107,870
OTHER CONTRACT SERV. 5,000 5,000
COMPLETION SERVICES 0
PULLING UNIT 40,000 40,000
PERFORATE 216,000 216,000
STIMULATION 2,400,000 2,400,000
OTHER COMPL. SERV 200,000 200,000
OVERHEAD 0
DRLG & ADMIN, 10,000 4,600 14,600

TOTALINTANGIBLECOSTS T $ 1,620,035 3 282,400 $ 4016600 B 5,919,035
TUBULARS
SURFACE CASING (13 3/8" @ 480)) 19,500 19,500
INTERMEDIATE CSG (9 5/8" @ 2,550') 76,000 76,000
PRODUCTION CSG 7" @10558 285,000 285,000
PROD LINER & HNGR 442" @TD 150,000 150,000
WELL EQUIPMENT 0
WELL HEAD 22,000 10,000 60,000 92,000
FLOWLINE 10,000 10,000
TUBING 60,000 60,000
PUMPING UNIT 0
SUBSURFACE EQUIP 25,000 25,000
OTHER WELL EQUIP 90,000 3,000 93,000
LEASE EQUIPMENT 0
ELECTRICAL SYSTEM 5,000 5,000
OTHER LEASE EQUIP 450,000 450,000
SUBTOTAL - TANGIBLES 202,500 250,000 613,000 1,265,500
SYSTEMS
GAS LINE TANGIBLES 0 0
GAS LINE INTANGIBLES 0 0
COMPRESSOR - 0
GAS PLANT TANGIBLES - 0
GAS PLANT INTANGIBLES = 0
DEHYDRATOR = 0
SUBTOTAL - SYSTEMS 0 0 0 [

TOTALTANGIBLECOSTS 402,500 250,000 613,000 $ 1,265,500
GENERAL CONTINGENCIES 121,352 31,944 277,776

$ 2,143,887 $ 564,344 $ 4,907,376 $ 7,184,535

CUMULATIVE WELL COSTS i S 2,143,867 [ETEisa0r]

APPROVED BY:

COMPANY:

DATE:

I D \Land\AFE\B703 Ochoa #tH AFE xisx 8703 Ochoa #1H AFE.xisx 7/8/2019 10:42 AM gg




706> BTA Oil Producers, LLC

Ochoa 8703 Fed - ATS Map

SHL:Sec.12,T235-R26E/BHL:Sec.8,7235-29E
Eddy Co., New Mexico

Ochoa 8703 Fed

13

o

123S-R28E

.1

¢ 1

H
H
H
H

WELL SYMBOLS
Location Only

o]
* Proposed Location
® OilWwel
i Gas Well
Dry Hole
& Injection Well
@ Plugged & Abandoned Oil Well
X Plugged & Abandoned Gas Well
Service Well
p’ Junked
-, Dry Hole With Gas Show
Dry Hale With Oil Show
a1y Hole With Ol & Gas Show
Pilot Hole
Plugged Servics Well

REMARKS
#+ IN-HOUSE USE ONLY
BTA Acreage Highlighted In Lt Blue

Cchon 8703 Fed #1H 0o
GHL 1020 FHLAITSFEL (Bec, |

eC
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Ochoa B703 Fod #ati {WL.EF)
SHL |?|0’FNL&3?51=EL Sec. 1’3
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By: JHB
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Mona Lagan

From:
Sent:
To:
Subject:

TrackingUpdates@fedex.com
Tuesday, July 9, 2019 9:44 AM
Mona Lagan

FedEx Shipment 775655856380 Delivered

++++* EXTERNAL EMAIL - Please use caution and DO NOT open attachments or click links from unknown or
unexpected emails. *****

Ship date:

Mon, 7/8/2019
Willis Price

BTA Oil Producers
Midland, TX 79701
us

Tracking number:

Your package has been delivered
Tracking # 775655856380

Delivery date:
Tue, 7/9/2019 9:40 am

Peter R. Van Liew

Occidental Oil & Gas

Corporation

Delivered

Shipment Facts

Our records indicate that the following package has been delivered.

775655856380

Status: Delivered: 07/09/2019 09:40
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: 1.00 Ib.

5 Greenway Plaza, Suite 110
HOUSTON, TX 77046
us



BTA OIL PRODUCERS, LLC e i

CARLTON BEAL, JR. 104 SOUTH PECOS STREET 1201 LOUISIANA STREET, STE. 570
BARRY BEAL MIDLAND, TEXAS 79701-5021 HOUSTON, TEXAS 77002
SPENCER BEAL 432-682-3753 713-658-0077 FAX 713-655-0346
KELLY BEAL FAX 432-683-0311

BARRY BEAL, JR. ROCKY MOUNTAIN DISTRICT
s 600 17TH STREET, STE. 2230 SOUTH
ROBERT DAVENPORT, JR. B s SR 30202

303-534-4404 FAX 303-534-4661

July 8, 2019

Inre: BTA — Ochoa 8703 Fed #2H
Lots 1, 2, NE/4 and E/2NW/4 of Section 7, and NW/4 of Section 8-T23S-R29E-
Eddy County, New Mexico, containing 474.11 acres, more or less

Oxy Y-1 Company

5 Greenway Plaza, Suite 110
Houston, TX 77046

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-1 Company (“Oxy”) owns an 26.80248% 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 #2H, a proposed 18,532” MD, and approximate
10,693' TVD horizontal Lower Wolfcamp Shale well with a SHL of approximately 1,650° FNL
and 375° FEL of Section 12-T23S-R28E, and a BHL of approximately 990° FNL and 2,600° FWL
of Section 8-T23S-R29E. The first take 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 1, 2, NE/4 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 #2H is a horizontal well and there will not be a
casing point election. The election to participate in drilling the Ochoa #2H is also an election to
participate 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 return 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,

(57

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-1 Company

By:

Title:

Date:

Enclosures



BTA OIL PRODUCERS, LLC
WELL COST ESTIMATE & AUTHORITY FOR EXPENDITURE

Well Name: Ochoa 8703 Fed #2H (WLDC) Total Depth: ~10693' TVD
18,532' MD
1.5 mile
Location: SHL: 1650' FNL 375 FEL Sec 12 23S 28E
BHL: 990' FNL 2600' FWL Sec 8 23S 29E Formation: Lwr Wolfcamp

Eddy County, NM
Date Prepared:  6/27/19

NE
FORMATION EVALUATION $ $ $ $
LOGS 5,000 20,000 25,000
LOCATION & ACCESS 0
SURVEY & STAKE 5,000 5,000
DAMAGES 10,000 10,000
ROAD & LOCATION 50,000 12,000 62,000
OTHER LOCATION 120,000 120,000
DRILLING RIG 0
MOBILIZATION 60,000 60,000
DAYWORK 409,500 78,000 487,500
DRILLING SUPPLIES 0
BITS 68,000 68,000
BHA 35,000 65,000 100,000
FUEL 126,000 24,000 150,000
MUD RELATED 0
MUD PURCHASE 85,000 5,000 90,000
MUD RENTAL 0
FRESH WATER 25,000 5,000 500,000 530,000
BRINE 20,000 20,000
SOLIDS CONTROL (Centrifuge) 26,565 9,000 35,565
MUD MONITOR 22,000 1,000 23,000
MUD RELATED OTHER 28,000 28,000
DRILLING SERVICES 0
BOP RELATED 15,000 4,000 19,000
CASING RELATED 25,000 35,000 60,000
WELDING 8,000 2,000 10,000
TRUCKING 22,500 10,000 54,000 86,500
RENTAL EQUIP 45,000 10,000 330,000 385,000
OTHER SERVICES (Direction/GR Services) 205,000 205,000
CEMENT 0
CASING CEMENTING 110,000 85,000 195,000
OTHER CEMENTING 420,000 120,000
CONTRAGT SERVICES 0
ENGINEERING 8,000 8,000
GEOLOGICAL 20,000 20,000
ROUSTABOUT 8,000 5,000 13,000
WELLSITE SUPERVISION 43,470 14,400 50,000 107,870
OTHER CONTRACT SERV. 5,000 5,000
COMPLETION SERVICES 0
PULLING UNIT 40,000 40,000
PERFORATE 216,000 216,000
STIMULATION 2,400,000 2,400,000
OTHER COMPL. SERV. 200,000 200,000
OVERHEAD 0
DRLG & ADMIN 10,000 4,600 14,600

- : ] i $ 1,620,035 $ 282,400 $ 4,016,600 3 5,919,035

TANGIBLE CL el
TUBULARS
SURFACE CASING (13 3/8" @ 480) 19,500 19,500
INTERMEDIATE CSG (9 5/8" @ 2,550) 76,000 76,000
PRODUCTION CSG 7" @10558 285,000 285,000
PROD LINER & HNGR 412" @ TD 150,000 150,000
WELL EQUIPMENT 0
WELL HEAD 22,000 10,000 60,000 92,000
FLOWLINE 10,000 10,000
TUBING 60,000 60,000
SUBSURFACE EQUIP 25,000 25,000
OTHER WELL EQUIP 90,000 3,000 93,000
LEASE EQUIPMENT 0
ELECTRICAL SYSTEM 5,000 5,000
OTHER LEASE EQUIP 450,000 450,000
SUBTOTAL - TANGIBLES 402,500 250,000 613,000 1,265,500
SYSTEMS
GAS LINE TANGIBLES 0 0
GAS LINE INTANGIBLES 0 0
COMPRESSOR - 0
GAS PLANT TANGIBLES - 0
GAS PLANT INTANGIBLES 2 0
DEHYDRATOR i 0
SUBTOTAL - SYSTEMS 0 ) i [

TOTAL TANGIE 402,500 250,000 613,000 $ 1,265,500
GENERAL CONTINGENCIES 121,352 31,944 277,776

_ $ 2,143 887 $ 564,344 $ 4907376 $ 7,184,535

ATIVEWELL COSTSIES I

APPROVED BY:
COMPANY:
DATE:

C:AUsers\mlaganDocuments\Land\AFE\B703 Ochoa #2H AFE xisx 6703 Ochoa #2H AFE.dsx 7/8/2019 10:52 AM gg



(7> BTA Oil Producers, LLC
Ochoa 8703 Fed - ATS Map

SHL:Sec.12,T23S-R28E/BHL:Sec.8,T238-29E
Eddy Co., New Mexico

WELL SYMBOLS
Location Only
Proposed Location

(o]
*
® o WeII
s %

H
Dry Hu!a

2H & Injection Well
H Ochoa 8703 Fed ®  Plugged & Abandoned Oil Well

. ° 1l = X Plugged & Abandoned Gas Well
= - = g | H Service Well
12

Junked

o Dry Hole With Gas Shaw

= Dry Hole With Ol Show

- ey Hole With Oil & Gas Show
Pilot Hole
Plugged Service Well

&

REMARKS
#+++ |N-HOUSE USE ONLY

BTA Acreage Highlighted in LL Blue

iehon AT03 Fed #1H (WLDE)
SHL. 152DFM:!!-‘?F Bnuz;

B
T 330F NL&TDEFA
LT 338 HLAZE40 F\M.!s«. )

©
—s O

Giehia 4703 Fed 22H (WLEIC)
SHILABS0ENL 43T T
“SO0FNLE GO WL

FI‘F 90T LA
5!0‘“\‘1.45&:?1

nuwa BT Fed #3H (WL EF;:

(L1680 FNLATTE FE &e l
e B
LTP 1850FNLE2540'FWLISec. §)

Clehas 8700 Fed #dH
SH.HH}‘FNLH?&FFIJE&_&!L1 1}
HHL 2 UFHI.82600" E:c:!]
[ 2amm A100'FWL[Sac. 7]
LTPZ3 10 FNLAZSAFWLISec 1)

13 16

gt
$ X7

o

By: JHB

.

T23S-R28E
* 1 ?

PETRA 7/8/2019 2:06:57 PM

2 456
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Shipment Facts

TRACKING NUMBER
775655856380

SHIPPER REFERENCE
1013-3770-7

ACTUAL DELIVERY
Tue 7/09/2019 9:40 am

Travel History

Tuesday, 7/09/2019
9:40 am

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

T0

SERVICE SIGNATURE SERVICES
FedEx Priority Overnight Direct signature required

SPECIAL HANDLING SECTION SHIP DATE
Deliver Weekday, Direct Signature

Required Mon 7/08/2019

HOUSTON, TX Delivered

HOUSTON, TX US

Local Scan Time



BTA OIL PRODUCERS, LLC GULFCAASTDISTRICT

CARLTON BEAL, JR. 104 SOUTH PECOS STREET 1201 LOUISIANA STREET, STE. 570
BARRY BEAL MIDLAND, TEXAS 79701-5021 HOUSTON, TEXAS 77002
SPENCER BEAL 432-682-3753 713-658-0077 FAX 713-655-0346
KELLY BEAL FAX 432-683-0311
BARRY BEAL JR. ROCKY MOUNTAIN DISTRICT
X 600 17TH STREET, STE. 2230 SOUTH
STUART BEAL
DENVER, COLORADO 80202
ROBERT DAVENPORT, JR. 303-534-4404 FAX 303-534-4661
July 8, 2019

Inre: BTA — Ochoa 8703 Fed #3H
Lots 1, 2, NE/4 and E/2NW/4 of Section 7, and NW/4 of Section 8-T23S-R29E-
Eddy County, New Mexico, containing 474.11 acres, more or less

Oxy Y-1 Company

5 Greenway Plaza, Suite 110
Houston, TX 77046

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-1 Company (“Oxy”) owns an 26.80248% 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 1,650 FNL
and 375° FEL of Section 12-T23S-R28E, and a BHL of approximately 990’ FNL and 2,600 FWL
of Section 8-T23S-R29E. The first take 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 #3H covers Lots 1, 2, NE/4 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 return 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,

)

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-1 Company

By:

Title:

Date:

Enclosures



BTA OIL PRODUCERS, LLC
WELL COST ESTIMATE & AUTHORITY FOR EXPENDITURE

Well Name: Ochoa 8703 Fed #3H (WLEF) Total Depth: ~10541'TVD
18,347' MD
1.6 mile
Location: SHL: 1680' FNL 375 FEL Sec 12 23S 28E
BHL: 1650' FNL 2600’ FWL Sec 8 23S 29E Formation: Lwr Wolfcamp
Eddy County, NM
Date Prepared:  6/27/19
| Prepared By:
NE NE T™wW
el | owPlETiON] — [EDTAUCOSTSINNS
$ $ 5 $
LOGS 5,000 20,000 25,000
LOCATION & ACCESS 0
SURVEY & STAKE 5,000 5,000
DAMAGES 10,000 10,000
ROAD & LOCATION 50,000 12,000 62,000
OTHER LOCATION 120,000 120,000
DRILLING RIG 0
MOBILIZATION 60,000 60,000
DAYWORK 409,500 78,000 487,500
DRILLING SUPPLIES 0
BITS 68,000 68,000
BHA 35,000 65,000 100,000
FUEL 126,000 24,000 150,000
MUD RELATED 0
MUD PURCHASE 85,000 5,000 90,000
FRESH WATER 25,000 5,000 500,000 530,000
BRINE 20,000 20,000
SOLIDS CONTROL (Centrifuge) 26,565 9,000 35,565
MUD MONITOR 22,000 1,000 23,000
MUD RELATED OTHER 28,000 28,000
DRILLING SERVICES 0
BOP RELATED 15,000 4,000 19,000
CASING RELATED 25,000 35,000 60,000
WELDING 8,000 2,000 10,000
TRUCKING 22,500 10,000 54,000 86,500
RENTAL EQUIP 45,000 10,000 330,000 385,000
OTHER SERVICES (Direction/GR Services) 205,000 205,000
CEMENT 0
CASING CEMENTING 110,000 85,000 195,000
OTHER CEMENTING 120,000 120,000
CONTRACT SERVICES 0
ENGINEERING 8,000 8,000
GEOLOGICAL 20,000 20,000
ROUSTABOUT 8,000 5,000 13,000
WELLSITE SUPERVISION 43,470 14,400 50,000 107,870
OTHER CONTRACT SERV. 5,000 5,000
COMPLETION SERVICES 0
PULLING UNIT 40,000 40,000
PERFORATE 216,000 216,000
STIMULATION 2,400,000 2,400,000
OTHER COMPL. SERV. 200,000 200,000
OVERHEAD 0
DRLG & ADMIN 10,000 4,600 14,600
ECOST SR $ 1,620,035 $ 282,400 $ 4,016,600 $ 5919,035
TANGIBEESCOST:
TUBULARS
SURFACE CASING (13 3/8" @ 480) 19,500 19,500
INTERMEDIATE CSG (9 5/8" @ 2,550") 76,000 76,000
PRODUCTION CSG 7" @10558 285,000 285,000
PROD LINER & HNGR 412'@TD 150,000 150,000
WELL EQUIPMENT 0
WELL HEAD 22,000 10,000 60,000 92,000
FLOWLINE 10,000 10,000
TUBING 60,000 60,000
SUBSURFACE EQUIP 25,000 25,000
OTHER WELL EQUIP 90,000 3,000 93,000
LEASE EQUIPMENT 0
ELECTRICAL SYSTEM 5,000 5,000
OTHER LEASE EQUIP 450,000 450,000
SUBTOTAL - TANGIBLES 402,500 250,000 613,000 1,265,500
SYSTEMS
GAS LINE TANGIBLES 0 0
GAS LINE INTANGIBLES 0 0
COMPRESSOR = 0
GAS PLANT TANGIBLES - 0
GAS PLANT INTANGIBLES B 0
DEHYDRATOR - 0
SUBTOTAL - SYSTEMS 0 0 0 [
402,500 250,000 613,000 $ 1,265,500
GENERAL CONTINGENCIES 121,352 31,944 277.776
_ $ 2,143,887 $ 564,344 $  4907.376 $ 7.184,535

CUMULATIVEWELLICOSTS T 00

APPROVED BY:

COMPANY:

DATE:

C:\Users\imiagan\Documents\Land\AFE\8703 Ochoa #3H AFE xisx 8703 Ochoa #3H AFE.xisx 7/8/2019 2:56 PM gg




{14~ BTA Ol Producers, LLC

Ochoa 8703 Fed - ATS Map

SHL:Sec.12,T23S-R28E/BHL:Sec.8,T235-29E
Eddy Co., New Mexico

8703 Fed

12
®
®
® ®
®
13

o

T123S-R28E

WELL SYMBOLS
Location Only

o
* Proposed Location
® OilWell
Gas Well
Dry Hole
& Injection Well
@ Plugged & Abandaned Oil Well
X Plugged & Abandoned Gas Well
Service Well
& Junked
Dry Hole With Gas Show
)z, Dry Hole With Cil Show
Dy Hole With Oil & Gas Show
‘Pilot Hole
. Plugged Service Well

£

+ 1

REMARKS
++ IN-HOUSE USE ONLY ****
BTA Acreage Highlighled in Lt Blue

Ochaa 1703 Fed H1H (WLOE)
OFHLAITS! FEL|&ur.1¢:

BHL
FTP330FHLA 00 F\m.: d’
LTPA30FNLAZEA0PAL{Gec)

Dehae 4703 Fed | F-I MDC
5HL1GED"FNLIST 'FEL|Ses, |

FI"E',BEWIOD‘FWL%S :&}

LTP1BSO'FNL&254|H"\M.(BB

Gehas 5703 Fad #4H (WLEF,
SHL AT FNLAITSFEL S0, 12)
BHL2310'FNLEZED) (5e.4)
P 231 0FNLAI00FWL{S0c. /)
TP 23| OFHLAZSA0FWBas )

By: JHB

0 2,456
FEET

PETRA 7/8/2019 2:06:57 PM
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775655856380

Delivered

Tuesday 7/09/2019 at 9:40 am

FROM

MIDLAND, TX US

Shipment Facts

TRACKING NUMBER
775655856380

SHIPPER REFERENCE
1013-3770-7

ACTUAL DELIVERY
Tue 7/09/2019 9:40 am

Travel History

Tuesday, 7/09/2019

9:40 am HOUSTON, TX

DELIVERED

Signed for by: M.HALL

GET STATUS UPDATES

OBTAIN PROOF OF DELIVERY

SERVICE
FedEx Priority Overnight

SPECIAL HANDLING SECTION

Deliver Weekday, Direct Signature
Required

Delivered

TO

HOUSTON, TX US

SIGNATURE SERVICES
Direct signature required

SHIP DATE

Mon 7/08/2019

Local Scan Time



BTA OIL PRODUCERS, LLC GULF COAST DISTRICT

TOTAL PLAZA

CARLTON BEAL, JR. 104 SOUTH PECOS STREET 1201 LOUISIANA STREET, STE. 570
BARRY BEAL MIDLAND, TEXAS 79701-5021 HOUSTON, TEXAS 77002
SPENCER BEAL 432-682-3753 713-658-0077 FAX 713-655-0346
KELLY BEAL FAX 432-683-0311

BARRY BEAL, JR. ROCKY MOUNTAIN DISTRICT
STUART BEAL 600 17TH STREET, STE. 2230 SOUTH
ROBERT DAVENPORT, JR. DENVER, COLORADO 80202

303-534-4404 FAX 303-534-4661

July 8, 2019

Inre: BTA — Ochoa 8703 Fed #4H
Lots 1, 2, NE/4 and E/2N'W/4 of Section 7, and NW/4 of Section 8-T23S-R29E-
Eddy County, New Mexico, containing 474.11 acres, more or less

Oxy Y-1 Company

5 Greenway Plaza, Suite 110
Houston, TX 77046

Attention: Mr. Peter R. Van Liew

Dear Peter:

BTA 0il Producers, LLC (“BTA”) proposes to drill the Ochoa 8703 Fed #4H well (“the
Ochoa #4H™). Records indicate that Oxy Y-1 Company (“Oxy”) owns an 26.80248% 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 #4H, a proposed 18,566 MD, and approximate
10.731' TVD horizontal Lower Wolfcamp Shale well with a SHL of approximately 1,710° FNL
and 375° FEL of Section 12-T23S-R28E, and a BHL of approximately 2,310" FNL and 2,600
FWL of Section 8-T23S-R29E. The first take point is approximately 2,31 0’ FNL and 100 FWL
of Section 7, and the last take point is approximately 2,310 FNL and 2,540° FWL of Section 8.
The 474.11 acre spacing unit for the Ochoa #4H covers Lots 1, 2, NE/4 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 #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 return 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 #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,

v )

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-1 Company

By:

Title:

Date:

Enclosures



BTA OIL PRODUCERS, LLC
WELL COST ESTIMATE & AUTHORITY FOR EXPENDITURE

Well Name: Ochoa 8703 Fed #4H (WLEF) Total Depth: ~10731'TVD
18,566' MD
1.5 mile
Location: SHL: 1710’ FNL 375 FEL Sec 12 23S 28E
BHL: 2310' FNL 2600’ FWL Sec 8 23S 29E Formation: Lwr Wolfcamp

Eddy County, NM

Date Prepared:  6/27/19
[ Prepared By: |
NE NE W
FORMATION EVALUATION $ 8§ S $
LOGS 5,000 20,000 25,000
LOCATION & ACCESS 0
SURVEY & STAKE 5,000 5,000
DAMAGES 10,000 10,000
ROAD & LOCATION 50,000 12,000 62,000
OTHER LOCATION 120,000 120,000
DRILLING RIG 0
MOBILIZATION 60,000 60,000
DAYWORK 409,500 78,000 487,500
DRILLING SUPPLIES 0
BITS 68,000 68,000
BHA 35,000 65,000 100,000
FUEL 126,000 24,000 150,000
MUD RELATED 0
MUD PURCHASE 85,000 5,000 90,000
FRESH WATER 25,000 5,000 500,000 530,000
BRINE 20,000 20,000
SOLIDS CONTROL (Centrifuge) 26,565 9,000 35,565
MUD MONITOR 22,000 1,000 23,000
MUD RELATED OTHER 28,000 28,000
DRILLING SERVICES 0
BOP RELATED 15,000 4,000 19,000
CASING RELATED 25,000 35,000 60,000
WELDING 8,000 2,000 10,000
TRUCKING 22,500 10,000 54,000 86,500
RENTAL EQUIP 45,000 10,000 330,000 385,000
OTHER SERVICES (Direction/GR Services) 205,000 205,000
CEMENT 0
CASING CEMENTING 110,000 85,000 195,000
OTHER CEMENTING 120,000 120,000
CONTRACT SERVICES 0
ENGINEERING 8,000 8,000
GEOLOGICAL 20,000 20,000
ROUSTABOUT 8,000 5,000 13,000
WELLSITE SUPERVISION 43470 14,400 50,000 107,870
OTHER CONTRACT SERV. 5,000 5,000
COMPLETION SERVICES 0
PULLING UNIT 40,000 40,000
PERFORATE 216,000 216,000
STIMULATION 2,400,000 2,400,000
OTHER COMPL, SERV 200,000 200,000
OVERHEAD 0
10,000 4,600 14,600
$ 1,620,035 $ 282,400 $ 4,016,600 $ 5,919,035
0 5 5
TUBULARS
SURFACE CASING (13 3/8" @ 480') 19,500 19,500
INTERMEDIATE CSG (9 5/8" @ 2,550") 76,000 76,000
PRODUCTION CSG 7" @10558 285,000 285,000
PROD LINER & HNGR 41/2'@TD 150,000 150,000
WELL EQUIPMENT 0
WELL HEAD 22,000 10,000 60,000 92,000
FLOWLINE 10,000 10,000
TUBING 60,000 60,000
SUBSURFACE EQUIP 25,000 25,000
OTHER WELL EQUIP 90,000 3,000 93,000
LEASE EQUIPMENT 0
ELECTRICAL SYSTEM 5,000 5,000
OTHER LEASE EQUIP 450,000 450,000
SUBTOTAL - TANGIBLES 402,500 250,000 613,000 1,265,500
SYSTEMS
GAS LINE TANGIBLES 0 0
GAS LINE INTANGIBLES 0 0
COMPRESSOR - 0
GAS PLANT TANGIBLES - 0
GAS PLANT INTANGIBLES - 0
DEHYDRATOR - 0
SUBTOTAL - SYSTEMS 0 0 0 0
TOTAL TANGIBLECOSTS 402,500 250,000 613,000 $ 1,265,500
GENERAL CONTINGENCIES 121,352 31,944 277,776
$ 2,143,887 $ 564,344 $ 4907376 $ 7.184,535
CUMULATIVEWELE COSTSZ i el B B S [ 33 T 7 1 B S (- S
APPROVED BY:
COMPANY:
DATE:

D \Land\AFE\8703 Ochoa #4H AFE xisx 8703 Ochoa #4H AFE.xisx 7/8/2019 11:02 AM gg




18> BTA Oil Producers, LLC

Ochoa 8703 Fed - ATS Map
SHL:Sec.12,T235-R28E/BHL:Sec.8,T238-29E
Eddy Co., New Mexico

WELL SYMBOLS
Logcation Only
Proposed Location
Oil Well

H % Gas Well

2H 24 Inn?acl-:i:é:Well

H Ochoa 8703 Fed [] nggeu & Abandoned Oil Well
X Plugged & Abandoned Gas Well
z

] e BN | e = Service Well
: | S P H Junked
12

Dry Hole With Gas Show

- Dry Hole With Oil Show

Dry Hole With Ol & Gas Show
Pilot Hole

Plugged Service Well

o

REMARKS

++ IN-HOUSE USE ONLY ****
BTA Actoage Highighted in Lt Blug

(0] samyas Fed BiH m.m ;

— BHL FNL&Z‘M‘FWL&';;
FTP330'FNLET
LTPWM‘ Wm.:aeﬂ)}
Ochon 8753 F
gue'sa'maa?ﬁ‘m!{.:seu%l
FTPO90'F NLA 100 FWL cjﬂ"]
LTP B0 FNIA2540 VLY

B

Cichoa 4103 Fed
SHL1BADENIAITE! aam
BHLB50 FNLA
FTP. 1B50'FHLETO0FWA [

16 war&azsuu'm_(su: J

I 1 O [ehen G703 Fad #44 (WLEF]
‘ SHLATIOFHLAITEF snmz

13

BHL 2310'FNLA2800 %‘
FIPZ3OFNLA100FWL (Gae, 1‘;
L1P Z210FNLAZSA0FWL{Saa.B)

o

By: JHB

3 0 456

T23S-R28E
HBE FEET

e 1 9

PETRA 7/8/2019 2:06:57 PM
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775655856380

Delivered

Tuesday 7/09/2019 at 9:40 am

FROM
MIDLAND, TXUS

Shipment Facts

TRACKING NUMBER
775655856380

SHIPPER REFERENCE
1013-3770-7

ACTUAL DELIVERY
Tue 7/09/2019 9:40 am

Travel History

Tuesday, 7/09/2019
9:40 am HOUSTON, TX

DELIVERED

Signed for by: M.HALL

GET STATUS UPDATES

OBTAIN PROOF OF DELIVERY

SERVICE
FedEx Priority Overnight

SPECIAL HANDLING SECTION
Deliver Weekday, Direct Signature
Required

Delivered

TO

HOUSTON, TXUS

SIGNATURE SERVICES
Direct signature required

SHIP DATE

Mon 7/08/2019

Local Scan Time



EXHIBIT: 8

BTA OIL PRODUCERS, LLC

BTA OIL PRODUCERS, LLC O e Ly EX
CARLTON BEAL, JR. 104 SQUTH PECOS STREET 1201 LOUISIANA STREET, STE. 570
BARRY BEAL MIDLAND, TEXAS 79701-5021 HOUSTON, TEXAS 77002
SPENCER BEAL 432-882-3753 713-658-0077 FAX 713-855-0346
KELLY BEAL EAX 4
BARRY BEAL, JR. B2-RAsRI ROCKY MOUNTAIN DIBTRICT

600 17TH STREET, STE. 2230 SOUTH
STUART BEAL DENVER, COLORADO 80202
ROBERT DAVENPORT, JR. 303-534-4404 FAX 303-534-4861

July 25, 2019

Inre: BTA — Ochoa 8703 Fed #1H, #2H, #3H, and #4H
Lots 1, 2, NE/4 and E/2NW/4 of Section 7, and NW/4 of Section 8-T238-R29E-
Eddy County, New Mexico, containing 474.11 acres, more or less

Oxy Y-1 Company

5 Greenway Plaza, Suite 110
Houston, TX 77046

Attention: Mr. Jeremy Murphrey

Dear Jeremy:

BTA Oil Producers, LLC (“BTA™) sent well proposals dated July 8, 2019, to Oxy Y-1
Company {“Oxy”) covering the BTA — Ochoa 8703 Fed #1H, #2H, #3H, and #4H. The wells were
proposed under that certain Operating Agreement dated January 1, 1987, naming BTA as Operator,
as amended and ratified. BTA agrees to amend the election period on each of the well proposals
referenced above so that Oxy’s election is due thirty (30) days from notice from BTA of receipt of
an approved application for permit to drill (“APD") for each well.

Please signify your approval of the amendment of the election period as set out above by
signing in the space provided below. Should you have any questions or wish to discuss, please
call me at (432) 682-3753.

Respectfully,

W%
Willis D. Price 111
Land Manager

AGREED TO AND ACCEPTED:

Oxy Y-1 Company ) /

By: //;/ L. ,Z%f’ <.
g O : :., / : M

Title:_/_ ¢ Pax o/~




RKI E&P
Longview Federal 12 #13

Spudded: Nov. 11, 2013

RKI E&P

H Longview Federal 12 #15H
Spudded: Feb. 25, 2013

Spudded: Jul. 25, 2013

RKI E&P
Longview Federal 1 #21H

\ 14

13

RKI E&P N\

N\
EXHIBIT: 9

BTA OIL PRODUCERS, LLC

Longview Federal 12 #2H 6
Spudded: Nov. 25, 2015

RKI E&P
Longview Federal 12 #4H

Spudded: Oct. 30, 2015

Ochoa 8703 Fed #1H -

T
Y Ochoa 8703 Fed #2H

> Ochoa 8703 Fed #3H

/

Ochoa 8703 Fed #4H

® O 000

18

5 4

Yates Petroleum
Culebra BLV Federal #1H
Spudded: Apr. 4, 2010

—— ;

COG Operating
Road Lizard 5 Federal Com #2H
Spudded: Sep. 8, 2011

17 16 y

r

! : Longview Bone Spring Units

LEGEND:

Road Lizard 2nd Bone Spring Unit

WELL SYMBOL
SLG———BHL

OIL WELL

BTA PROPOSED LOCATION

BTA - Ochoa Acreage - JOA

2500
I}

FEET

BTA Oil Producers, LLC

LOVING AREA
Bone Spring Spacing Units Qutline
T23S-R28E & T23S-R29E
Eddy County, New Mexico

By: WDP  August, 2020 Dwg:JHB J




North Unit

Marathon Valky

Marathon Valkyrie

12

rie

BTA Ochoa Unit

o

11,186

\.

EXHIBIT: 10

\

BTA OIL PRO,

BTA Oil Producers,

South Unit
Reference Cross Section Well: =
\_BPAmerica Production Co. Compa rlson Development Plan
14 13 18 Teledyne 8 Gas Com #1
0 : ec.8, T235-R29E, Marathon / BTA
! MILE Eddy County, NM
1
| _GR | LLD |
|(=) 100]0.2 2000 .
H | - Marathon Oil Permian BTA QOil Producers, LLC
Lower Avalon = 8 well P 1
7186 i 15 well Proposal well Proposa
= SHL: Sec. 12 (All), T23S-R28E & SHL: Sec. 12 (N2), T23S-R28E,
Ist Bone Spring Sand R - BHL: Sec. 7 (All), T23S-R29E, Eddy Co., NM BHL: Sec. 8 (NW4), T23S-R29E, Eddy Co., NM
s - — T @ = =
= - O R R R B S B
= — North Unit ! South Unit ‘ | | ! ‘ | ‘
! : : Ist Bone Spring Sand : ! : ‘  Ist Bone Sering Sand : \ :
}_ 8000 = : I I | : I : I I I I I ! I
E | | | | | | | | | | | | | |
| | | | | | | | | | | | | |
2nd Bone Spring |3 = | | | " . . . | | | " . . .
8,306 7% it | | | | | | | | \ \ | | | |
i = iﬁ: = | | ' 2nd Bone Spring Sand ! | ‘ ‘ " 2nd Bone Spring Sand ‘ ‘
| | I | | | | | | | | |
| |
2nd Bone Spring Carbonate §_| | ‘ ‘ C)13HI : OI4H ‘ QISH O : ‘ O j : j : :
855" I I I | I I | I I I | I I I
= | | | | | | | | | | | | | |
-)P i‘ | | | | | | | | | | | | | |
= 5000 : : 3,,?,1 Bone S n:' Curbonajte : : : : 3nd Bone Spi;'ing Carbonate : :
ffff | | | | | | | | | | | | | |
= 2 | | | | | | | | | | | | | |
I - ; | | | | | | | | | | | | | |
3rd Bone Spring Sand ] : ! ‘ : ‘ ‘ ‘ ! ‘ ! : ‘ ‘ !
9484' 500 =%
’ E | | I | | I | | | | | | I |
s g ! ‘ " 3rd Bone Spring Sand ! ‘ ‘ ‘ '3rd Bone Spring Sand' ‘ ‘
| | |
Wolfeamp Sand “XY” = i s £ : : : :i : : : : : : : : \ :
Upper %1;55,3,,2,, — 1 % § O ‘ : ‘Q Wolfcamp Sand “XY” O ‘ ‘ O : ‘ Q Wolfcamp Sand “XY” ! ‘
9,951' |— 000 o 1H sH K1 ‘ QH ‘ ‘ ‘ ‘ ‘ ‘
| L =y | | ‘ | | | I I w | | |
Middle Wolfeamp ] = s- I ‘3H \Upper Wol Fimp .7H I II\H. I I i Upper Wolfeamp I I
10.200' — | | | I\I | | | | | | | | | |
= ! : : Middle Wolfcamp ' ! ! ! : : Middle Wolfeamp : : !
=1 | | | | | | | |
Lower Wolfcamp “A” 200> == | | | | | | L | | |
10,564" = | | | LI ! | | | | | ] | | |
Lower Wolfcamp “B” — 3 OZH j 6HO Lonaeer ey Ol 0H ' 2HO j 4HO e :
10,767 F © I I | I\I I | | I I I | I I I
I I ! I I I I I | I |
| . Lower Wolfcamp “B” . " " : . . | | . | Lower Wo‘lfcamp “B” | |
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ﬂ(iflés, LLC




11,186'
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- ®
i i 8 ) BTA Oil Producers, LLC ([ EXHIBIT: 11
Marathon Valkyrie - Novo Astrodog BTA OIL PRODUCERS, LLC
North Unit ) North Unit
Tarathon Valkorh Comparison Development Plan
South Unit
N\ Reference Cross Section Well: Marathon / BTA/ Novo
merica Production Co.
14 13 18 Teledyne 8 Gas Com #1
0 1‘ ec.8, T23S-R29E,
‘ MILE Eddy County, NM
GR LLD |
0 100]0.2 2000
i \ ] Marathon Oil Permian BTA QOil Producers, LLC Novo Oil & Gas Northern Delaware, LLC
Lower Avalon =
7186' 15 well Proposal 8 well Proposal 15 well Proposal
=z =z SHL: Sec. 12 (All), T23S-R28E & SHL: Sec. 12 (N2), T23S-R28E, SHL: Sec. 8 (N2), T23S-R29E,
Ist Bone Spring Sand |2 <00 BHL: Sec. 7 (All), T23S-R29E, Eddy Co., NM BHL: Sec. 8 (NW4), T23S-R29E, Eddy Co., NM BHL Sec. 9 NZ T23S-R29E, Eddy Co., NM
pring e == Y y
7537 — : ' : : - ' : & ) 2 S S 8 3 8 S g ] S
- - R S A 1 IR L S T S oo ‘@ ¢ - 7 ¢
= = North: Unlt: | SOllth Unit' : : : | : : | 111H . | 112H‘ 115H | | : |
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L E - : I | ‘ ‘ : | : : | I : | | : | | | : | I |
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=11 | | | | | | | | | | | | | | | | |
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Marathon Valkries

North Unit

EXHIBIT: 12

BTA OIL PRODUCERS, L

4 3 2

Novo Astrodog
North Unit

1

€

30

31

Marathon 2
Fiddle Fee Lease

28 27

o Y

G’T
7 8 9 10 12 T 10 11 12
Marathon Valkries
ﬂ South Unit ?
18 17 16 15 14 13 18 17 16 15 14 13
OF238R28E T23S-R29E
19 m 2 23 24 19 20 21 2 23 24
o
30 2 28 27 26 25 30 29 28 27 26 25
31 37 34‘ T 35 36 31 3 33 3 35 36
O—
6 83 4 3 2 1 6 5 4 3 2 1
O——
7 8 K e/——‘m—o 1 12 7 8 9 10 1 12
L 0O
18 17 16 17 16 15 14 13
o :
T24S-R28E T24S-R29E
19 20 21 2 3 2%

N

16 15

T255+K28

LOVING AREA

Producing Formation Map
Eddy County, New Mexico

LEGEND:
*** Only Horizontal Lower Wolfcamp Completions
Shown on the Map ***

Well Symbol Descriptions:
SLG——BHL
O Lower Wolfcamp Completion
O Lower Wolfcamp “A” Completion

Lower Wolfcamp “B” Completion

0 8000
|

FEET

r )
F{X~ BTAOil Producers, LLC

LOWER WOLFCAMP DEVELOPMENT




Cumulative BOE Produced
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EXHIBIT: 13

BTA OIL PRODUCERS, LLC

Fiddle Fee 4H Lower

Fiddle Fee 3H Lopver "A"

100

200
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Days On

400

500

600 700
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Marathon Trebu chefﬁ

B ‘
‘ [ \ \ ‘ | “ | “
30 ‘ f 29 28 . | e ‘ \ ‘\ “ w‘ ‘ 29
“ ( Marathon Hermes \ “ T ‘ ‘ / ‘ \ i ]
. . P o R | 4 BTA Ogden
‘ \ISt Completlon Date: Aug. 201& / | ‘ ‘ | (lst Completion Dgate: Dec. 2018
“ (| ‘ ‘ ‘ o — )
31 ‘ 32 |
6 5 N
| P
12 ‘ 7 8 9
13 18 17 16

UPPER WOLFCAMP RESOURCE

*** Only Horizontal 3rd Bone Spring & Wolfcamp

BTA Oil Producers, LLC
LOVING AREA

1st Completion Date: Apr. 2019
—w . -

1st Completion Date: Dec. 2

1
e
32 33 34 35 36 31 32 33 34 35 36 EXHIBIT‘ 14
BTA OIL PRODUQERS, LLC
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Sec. 19 (W2), T23S-R28E, Eddy Co., NM

1st Completion Date: Apr. 2019
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EXHIBIT: 15

BTA OIL PRODUCERS, LLC

Comparison of Development Spacing Patterns
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EXHIBIT: 16

BTA OIL PRODUCERS, LLC

Upper Wolfcamp Resource: BTA vs Marathon
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EXHIBIT: 17

BTA OIL PRODUCERS, LLC

Upper Wolfcamp Resource Project Recovery Summary
BTA vs Marathon

A B C D E

1 year Normalized

Cum, (Wellsper1/2| Completed |1yearCum per1/2
Lease BO/ft Section Interval Section (BxCxD)
Ogden 32.62 2 4500 293,580
Trebuchet 21.69 3 4500 292,815
Mariner 20.44 3 4500 275,940
Hermes 13.22 5 4500 297,450




BTA vs Marathon X/Y-Sand
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BTA OIL PRODUCERS, LLC

=@ BTA X/Y Sand
|—@— Marathon X/Y Sand
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EXHIBIT: 20

BTA OIL PRODUCERS, LLC

BTA & Marathon Eddy County Drilling Comparison — Actual Data

Marathon Operated

4 well pad, Wolfcamp targets, 1 mile wells.

BTA Operated
4 well pad, Wolfcamp targets, 1 mile wells.
Drill Cost Spud Drilling days
Pardue 1H S 5,425,446 July 2019 o
Pardue 2H S 5,588,601 July 2019 20
Pardue 3H S 5,526,147 July 2019 20
Pardue 4H S 5,163,004 July 2019 20
Avg S 5,425,800 18,75
Total:| $21,703,198

BTA drilled Pardue 1H-4H. Sec 11, T23S, R28E

I?I‘A averaged drilling 1.25 days faster and I

I saved $7,112,199 over the 4 well project

Drill Cost Spud Drilling days
Fiddle 3H S 6,974,819 July 2018 21
Fiddle 4H S 7,383,842 July 2018 21
Fiddle 7H S 7,260,382 July 2018 22
Fiddle 8H S 7,196,354 July 2018 20
Avg| S 7,203,849 21
Total:| 528,815,397

In 2018 BTA voluntarily participated in Marathon Fiddle 3H,
4H, 7H and 8H. Sec 23, T24S, R28E

(25% cost savings)

_________d
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BTA OIL PRODUCERS, LLC

Statements from Lee Tillman — Chairman, President, CEO of
Marathon regarding future drilling activity in New Mexico

NEWS RELEASE

Marathon Oil Reports First Quarter 2020
Results

Prioritizing Financial Strength and Flexibility

§|v]in 8 mI5 [0

May 5, 2020
Marathon Qil has suspended further drilling activity in the Northern Delawarejwith only a

limited number of wells to sales expected through the balance of the year.

https:/fir.marathonoil.com/f 2020-05-06-Marathon-Oil -Repor tsFrst-Quarter-2020-R esul s



EXHIBIT: 22

BTA OIL PRODUCERS, LLC

BTA & Marathon 2020 New Mexico Drilling Activity

* BTA has spudded 28 New Mexico wells in 2020 (through 7/28/2020) and continues pad drilling operations with 2

horizontal rigs in New Mexico

* Marathon has reported 8 New Mexico wells spudded in 2020 (through 7/28/2020) and has announced no further
drilling plans in the Northern Delaware Basin. Has not spudded a well in New Mexico since February 2020.
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BTA OIL PRODUCERS, LLC
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BTA OIL PRODUCERS, LLC

Marathon Oil Reports First Quarter 2020 Results - May 6, 2020 https://ir.marathonoil.com/2020-05-06-Marathon-Oil-Reports-First-Quarter-2020-Results?printable
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Investors | Marathon Oil Corporation

Marathon Oil Reports First Quarter 2020 Results

Prioritizing Financial Strength and Flexibility

HOUSTON, May 6, 2020 /PRNewswire/ -- Marathon Oil Corporation (NYSE: MRO) today reported a first quarter 2020 net loss of $(46) million, or $(0.06) per diluted share, which includes
the impact of certain items not typically represented in analysts' earnings estimates and that would otherwise affect comparability of results. The adjusted net loss was $(125) million, or
$(0.16) per diluted share. Net operating cash flow was $701 million, or $550 million before changes in working capital.

"T want to first extend my thanks to our resilient and dedicated employees and contractors, all of whom remain hard at work day in and day out, helping to supply our communities and our
nation with the clean and affordable energy we need to power our way of life, as well as our eventual economic recovery," said Chairman, President, and CEO Lee Tillman. "While the safety
and health of our people remains my top priority, we continue to focus on the financial strength of our Company. In addition to the previously announced $1.1 billion reduction to our 2020
capital budget, we also expect to reduce our annualized cash costs by $350 million. We entered this unprecedented downturn on firm financial footing, and we believe we are taking the
necessary steps to protect our hard-earned financial strength and flexibility."

Highlights

Executing revised 2020 total capital expenditure budget of $1.3 billion or less, a reduction of at least $1.1 billion in comparison to initial 2020 guidance and a 50% reduction in
comparison to actual 2019 capital spending

Expect to capture annualized cash cost reductions of $350 million, or 20%, relative to initial 2020 budget

e Implementing broad-based cost saving measures, including base salary reductions for CEO and other corporate officers, reduction of Board of Director compensation, and U.S.
employee and contractor workforce reductions

Temporarily suspending quarterly dividend and share repurchase program

Ended first quarter with $3.8 billion of liquidity, including $817 million of cash and cash equivalents and an undrawn revolving credit facility of $3.0 billion

Investment grade credit rating at all three primary rating agencies, with recently completed reviews from Fitch and S&P

Protected second quarter cash flow through 117,000 bopd of fixed price swaps and two-way collars at a weighted average floor price of $30.33/bbl

"In response to the challenges facing our industry," Tillman continued, "we are exercising the capital allocation flexibility inherent in our multi-basin portfolio. We're dramatically reducing
our capital expenditures, including a pause in virtually all completion activity during second quarter, and we will continue to optimize our capital program in response to market conditions.
We are also aggressively managing our cost structure. While returning capital to our shareholders remains a core Marathon Oil objective, we are temporarily suspending our dividend and
share repurchase program, prioritizing our liquidity and balance sheet during this period of heightened uncertainty. We plan to resume building on our well-established track record of
returning capital to our shareholders upon improved visibility into normalizing macro conditions and sustainable free cash flow generation. Collectively, we believe these proactive steps,
along with the strength of our asset base, the resolve of our people, our execution excellence, and our investment grade balance sheet, position us well to navigate this challenging time for
our industry."

United States (U.S.)

U.S. production averaged 340,000 net barrels of oil equivalent per day (boed) for first quarter 2020. Oil production averaged 207,000 net barrels of oil per day (bopd), in comparison to first
quarter production guidance of 192,000 to 202,000 net bopd. U.S. unit production costs were $4.63 per boe, the lowest quarterly average since Marathon Oil became an independent
exploration and production company. First quarter average completed well cost per lateral foot was down approximately 10% in comparison to the prior year average.

EAGLE FORD: Marathon Oil's Eagle Ford production averaged 114,000 net boed for first quarter 2020. Oil production averaged 72,000 net bopd. Marathon Oil operated four rigs and two
frac crews on average during first quarter and brought 38 gross Company-operated wells to sales. The Company has suspended second quarter completion activity and plans to transition to a
lower and more stable level of drilling and completion activity over the second half of the year.

BAKKEN: Marathon Oil's Bakken production averaged 110,000 net boed in the first quarter 2020. Oil production averaged 88,000 net bopd. Marathon Oil operated four rigs and 1 frac crew
on average during first quarter and brought 25 gross Company-operated wells to sales. As in the Eagle Ford, the Company has suspended second quarter completion activity and plans to

7/28/2020, 12:50 PM
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transition to a lower and more stable level of drilling and completion activity over the second half of the year.

OKLAHOMA: Marathon Oil's Oklahoma production averaged 74,000 net boed in the first quarter 2020. Oil production averaged 21,000 net bopd. The Company brought 13 gross Company-
operated wells to sales during first quarter. Marathon Oil began the year operating three rigs and one frac crew in Oklahoma but suspended all drilling and completion operations before the
end of first quarter. The Company currently does not expect to bring any additional wells to sales in Oklahoma this year.

NORTHERN DELAWARE: Marathon Oil's Northern Delaware production averaged 30,000 net boed in the first quarter 2020. Oil production averaged 17,000 net bopd. The Company
brought 6 gross Company-operated wells to sales. Marathon Oil has suspended further drilling activity in the Northern Delaware, with only a limited number of wells to sales expected
through the balance of the year.

RESOURCE PLAY EXPLORATION: In response to the dramatic fall in commodity prices, the Company has exercised the flexibility inherent in this program and has suspended further
activity, beyond wells already in progress in the Texas Delaware oil play. The Company therefore expects to drive an approximate $100 million reduction to REx capital expenditures this
year in comparison to initial guidance of $200 million. REx spending is fully contemplated within the Company's total capital spending budget of $1.3 billion or less.

International

Equatorial Guinea production averaged 82,000 net boed for first quarter 2020, including 14,000 net bopd of oil. Unit production costs averaged $2.35 per boe. The previously disclosed major
turnaround at the AMPCO methanol facility was completed during first quarter.

Guidance

In light of the substantial change to global commodity prices and the macro environment, the Company has withdrawn previously provided guidance. At the revised capital spending budget
of $1.3 billion or less, for full-year 2020, the Company now expects its underlying U.S. crude oil production to decline by approximately 8% on a divestiture-adjusted basis, with a similar
percentage decline expected for boe production. Underlying International oil production is expected to decline by approximately 7% on a divestiture-adjusted basis, with a similar percentage
decline expected for boe production. Underlying production guidance excludes the potential impact from production curtailments.

On this same underlying basis, full year 2020 U.S. unit production expense is expected to average $4.25/boe to $5.25/boe and full year International unit production expense is expected to
average $2.25 to $2.75/boe. These unit production expense guidance ranges are consistent with previously provided guidance.

Marathon Oil currently expects that second quarter U.S. crude oil and boe production will be down sequentially due to curtailments along with natural decline from reduced activity. The
Company will continue to assess the need for curtailments on an ongoing basis in response to market conditions.

Corporate

Consistent with a focus to continually reduce its cost structure, Marathon Oil expects to capture annualized cash cost reductions of approximately $350 million relative to its initial 2020
budget. Savings will be realized across numerous expense categories, including production expense, general and administrative expense, shipping and handling expense, and production
taxes. Savings are expected to be fully realized on a run-rate basis by the end of this year, with approximately 40% of these savings attributable to the Company's fixed cost structure. For
2020, the Company expects to realize total cash cost savings of approximately $260 million, inclusive of severance and partial year timing impacts.

Cost saving measures include base salary reductions for certain corporate officers, a reduction of Board of Director compensation, and employee and contractor workforce reductions. More
specifically, corporate officers, including the Company's President and Chief Executive Officer, the Company's Chief Financial Officer, and other corporate officers will experience
temporary base salary reductions of 10% from May 4, 2020 through December 31, 2020. The Company's Board of Directors has also agreed to a temporary reduction of annual cash retainer
fees for non-employee directors of 20% for the third and fourth quarter of 2020.

Additionally, broad workforce actions have taken place that reduce the Company's U.S. employee base by 16% and total contractor base by 70%. Such reductions reflect a realignment of
Company resources with lower investment levels, while retaining a foundation of essential talent to support an efficient recovery in investment. The Company believes these actions, in
addition to other measures, will drive a 17% annualized reduction to corporate general and administrative expense by the end of this year, in comparison to 2019.

Marathon Oil generated first quarter net operating cash flow of $701 million, or $550 million before changes in working capital. The Company made $40 million of dividend payments and
executed $85 million of share repurchases during first quarter. In response to dramatic commodity price weakness and the significant uncertainty surrounding the near-term macroeconomic
and global oil supply and demand outlook, the Company is temporarily suspending its quarterly dividend payment and its share repurchase program. While returning capital to shareholders
remains a key objective for Marathon Oil, the Company is prioritizing financial strength and liquidity preservation in the current uncertain environment. The Company will revisit its return
of capital policy in coming quarters, expecting to resume quarterly dividend payments pending improved visibility to normalizing macroeconomic conditions and global oil supply and
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demand balances.

Total liquidity as of March 31 was approximately $3.8 billion, which consisted of $0.8 billion in cash and cash equivalents and an undrawn revolving credit facility of $3.0 billion. Marathon
Oil is investment grade rated at all three primary rating agencies, including recent reviews from Fitch and S&P, and has no significant debt maturities until November of 2022.

The adjustments to net income for first quarter 2020 totaled $(79) million before tax, primarily due to the income impact associated with unrealized gains on derivative instruments, partly
offset by the full impairment of remaining goodwill.

Marathon Oil has added to its hedge positions with a primary focus on protecting near-term cash flow. As of May 4, 2020, the Company's second quarter open crude hedge positions include
117,000 bopd of fixed price swaps and two-way collars at a weighted average floor price of $30.33/bbl. Additional protection to second quarter cash flow has been added through fixed price
sales agreements. The Company has also added hedges to protect near-term regional basis differentials and NYMEX trade roll exposure.

A slide deck and Quarterly Investor Packet will be posted to the Company's website following this release today, May 6. On Thursday, May 7, at 9:00 a.m. ET, the Company will conduct a
question and answer webcast/call, which will include forward-looking information. The live webcast, replay and all related materials will be available at https://www.marathonoil.com
/Investors.

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 Qil 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
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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.

Media Relations Contact:
Stephanie Gentry: 713-296-3307

Investor Relations Contacts:
Guy Baber: 713-296-1892
John Reid: 713-296-4380

Consolidated Statements of Income (Unaudited)

Three Months Ended

Mar. 31 Dec. 31 Mar. 31
(In millions, except per share data) 2020 2019 2019
Revenues and other income:
Revenues from contracts with customers $ 1,024 $ 1,233 $ 1,200
Net gain (loss) on commodity derivatives 202 (44) (C20)
Income (loss) from equity method investments (12) 24 11
Net gain (loss) on disposal of assets 9 6) 42
Other income 7 8 35
Total revenues and other income 1,230 1,215 1,197
Costs and expenses:
Production 160 169 187
Shipping, handling and other operating 144 143 154
Exploration 28 42 59
Depreciation, depletion and amortization 644 616 554
Impairments 97 — 6
Taxes other than income 66 79 72
General and administrative 76 93 94
Total costs and expenses 1,215 1,142 1,126
Income from operations 15 73 71
Net interest and other (64) 67) (49)
Other net periodic benefit costs — (6) 5
Loss on early extinguishment of debt — (3) —
Income (loss) before income taxes (49) 3) 27
Provision (benefit) for income taxes (3) 17 (147)
Net income (loss) $ (46) $ (20) $ 174
Adjusted Net Income (Loss)
Net income (loss) $ (46) $ (20) $ 174
Adjustments for special items (pre-tax):
Net (gain) loss on disposal of assets 9) 6 (42)
Proved property impairments 2 — 6
Goodwill impairment 95 — —
Pension settlement 2 10 —
Unrealized (gain) loss on derivative instruments (171) 55 113
Other 2 4 12
Benefit for income taxes related to special items — — (7)
Adjustments for special items (79) 75 82
Adjusted net income (loss) () $ (125 $ 55 $ 256
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Per diluted share:

Net income (loss) $  (0.06) $ (0.03) $ 021
Adjusted net income (loss) (a) $ (0.16) $ 007 $ 031
Weighted average diluted shares 794 800 820

(a) Non-GAAP financial measure. See "Non-GAAP Measures" above for further discussion.

Supplemental Statistics (Unaudited) Three Months Ended
Mar. 31 Dec. 31 Mar. 31

(In millions) 2020 2019 2019
Segment income (loss)
United States $  (20) $ 148 § 132
International (1) 33 61
Not allocated to segments (25) (201) (19)

Net income (loss) $  (46) $  (20) $ 174
Cash flows
Net cash provided by operating activities $ 701 $ 700 $ 515
Minus: changes in working capital 151 15 (157)
Net cash provided by operations before changes in working capital (a) $ 550 $ 685 $ 672
Cash additions to property, plant and equipment $  (620) $ (616) $§ (615

(a) Non-GAAP financial measure. See "Non-GAAP Measures" above for further discussion.

Supplemental Statistics (Unaudited) Three Months Ended Year Ended
Mar. 31 Dec.31 Mar. 31 Dec. 31
Net Production 2020 2019 2019 2019
Equivalent Production (mboed)
United States 340 328 296 324
International 82 85 92 92
Total net production 422 413 388 416
Less: Divestitures (a) — — 16 8
Total divestiture-adjusted net production 422 413 372 408
Qil Production (mbbld)
United States 207 196 177 191
International 14 15 26 21
Total net production 221 211 203 212
Less: Divestitures (b) — — 12 6
Total divestiture-adjusted net production 221 211 191 206

https://irmarathonoil.com/2020-05-06-Marathon-Oil-Reports-First-Quarter-2020-Results?printable

(a) Divestitures include volumes associated with the following: (i) 2 mboed and 1 mboed for the first quarter 2019 and the year 2019 related to the sale of certain United States non-core
conventional assets which closed in first quarter 2019 (ii) 12 mboed and 6 mboed for the first quarter 2019 and the year 2019 related to the sale of our U.K. business which closed in
third quarter 2019 and (iii) 2 mboed and 1 mboed for the first quarter 2019 and the year 2019 related to the sale of our non-operated interest in the Atrush block in Kurdistan which

closed in second quarter 2019.
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(b) Divestitures include volumes associated with the following: (i) 1 mbbld for the first quarter 2019 related to the sale of certain United States non-core conventional assets which
closed in first quarter 2019 (ii) 9 mbbld and 5 mbbld for the first quarter 2019 and the year 2019 related to the sale of our U.K. business which closed in third quarter 2019 and (iii) 2
mbbld and 1 mbbld for the first quarter 2019 and the year 2019 related to the sale of our non-operated interest in the Atrush block in Kurdistan which closed in second quarter 2019.

Supplemental Statistics (Unaudited) Three Months Ended
Mar.31 Dec.31 Mar. 31
2020 2019 2019
United States - net sales volumes
Crude oil and condensate (mbbld) 205 196 177
Eagle Ford 72 67 61
Bakken 88 86 79
Oklahoma 20 24 16
Northern Delaware 17 16 15
Other United States (a) 8 3 6
Natural gas liquids (mbbld) 57 58 55
Eagle Ford 19 18 23
Bakken 12 12 7
Oklahoma 20 22 18
Northern Delaware 5 5 6
Other United States (a) 1 1 1
Natural gas (mmcfd) 454 444 392
Eagle Ford 138 121 127
Bakken 58 59 36
Oklahoma 197 216 173
Northern Delaware 44 41 33
Other United States (a) 17 7 23
Total United States (mboed) 338 328 297
International - net sales volumes
Crude oil and condensate (mbbld) 13 13 23
Equatorial Guinea 13 13 12
United Kingdom (b) — — 9
Other International (c) — — 2
Natural gas liquids (mbbld) 9 9 8
Equatorial Guinea 9 9 8
Natural gas (mmecfd) 352 363 342
Equatorial Guinea 352 363 330
United Kingdom (b)(d) — — 12
Total International (mboed) 81 83 88
Total Company - net sales volumes (mboed) 419 411 385
Net sales volumes of equity method investees
LNG (mtd) 5,064 5,180 4,636
Methanol (mtd) 1,185 1,153 1,003
Condensate and LPG (boed) 10,638 11,832 9,890
(a) Includes sales volumes from the sale of certain non-core proved properties in our United States segment.
(b) The Company closed on the sale of its U.K. business on July 1, 2019.
(c)  Other International includes volumes for the Atrush block in Kurdistan, which was sold in the second quarter of 2019.
(d) Includes natural gas acquired for injection and subsequent resale.
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Supplemental Statistics (Unaudited) Three Months Ended
Mar. 31 Dec. 31 Mar. 31
2020 2019 2019

United States - average price realizations (a)
Crude oil and condensate ($ per bbl) (b) $ 44.23 $ 54.83 $ 54.05

Eagle Ford 46.82 57.63 57.69
Bakken 41.14 51.98 52.15
Oklahoma 44.87 55.49 53.39
Northern Delaware 46.78 57.08 48.97
Other United States (c) 47.82 56.26 56.19
Natural gas liquids ($ per bbl) $ 997 $ 1547 $ 15.66
Eagle Ford 9.50 15.72 17.05
Bakken 8.43 13.12 16.17
Oklahoma 11.69 17.30 13.66
Northern Delaware 8.14 12.35 15.27
Other United States (c) 11.74 13.98 18.92
Natural gas ($ per mcf) $ 1.60 $ 210 $ 293
Eagle Ford 1.84 2.40 2.99
Bakken 1.54 2.31 3.77
Oklahoma 1.60 1.95 2.90
Northern Delaware 0.80 1.72 1.93
Other United States (c) 1.94 1.89 2.89
International - average price realizations
Crude oil and condensate ($ per bbl) $ 36.88 $ 48.26 $ 53.93
Equatorial Guinea 36.88 48.26 44.36
United Kingdom (d) — — 67.62
Other International (e) — — 47.76
Natural gas liquids ($ per bbl) $ 1.00 $ 1.00 $ 196
Equatorial Guinea (f) 1.00 1.00 1.00
United Kingdom (d) — — 38.10
Natural gas ($ per mcf) $  0.24 $ 0.24 $ 048
Equatorial Guinea (f) 0.24 0.24 0.24
United Kingdom (d) — — 7.02
Benchmark
WTI crude oil (per bbl) $ 4578 $ 56.87 $ 54.90
Brent (Europe) crude oil (per bbl) (g) $ 5044 $ 6341 $ 63.17
Mont Belvieu NGLs (per bbl) (h) $ 13.27 $ 17.15 $ 21.77
Henry Hub natural gas (per mmbtu) (i) $ 195 $ 250 $ 3.5

(a)  Excludes gains or losses on commodity derivative instruments.

(b) Inclusion of realized gains (losses) on crude oil derivative instruments would have affected average price realizations by $1.47, $0.58, and $1.10, for the first quarter 2020, the fourth
quarter 2019, and the first quarter 2019.

(c) Includes sales volumes from the sale of certain non-core proved properties in our United States segment.

(d) The Company closed on the sale of its U.K. business on July 1, 2019.

(e)  Other International includes volumes for the Atrush block in Kurdistan, which was sold in the second quarter of 2019.

(f)  Represents fixed prices under long-term contracts with Alba Plant LLC, Atlantic Methanol Production Company LLC and/or Equatorial Guinea LNG Holdings Limited, which are
equity method investees. The Alba Plant LLC processes the NGLs and then sells secondary condensate, propane, and butane at market prices. Marathon Oil includes its share of
income from each of these equity method investees in the International segment.
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(g) Average of monthly prices obtained from Energy Information Administration website.
(h) Bloomberg Finance LLP: Y-grade Mix NGL of 55% ethane, 25% propane, 5% butane, 8% isobutane and 7% natural gasoline.
(i)  Settlement date average per mmbtu.

The following table sets forth outstanding derivative contracts as of May 4, 2020, and the weighted average prices for those contracts:

2020 2021
Crude Oil Second Quarter Third Quarter Fourth Quarter Full Year
NYMEX WTI Three-Way Collars
Volume (Bbls/day) — 80,000 80,000 —
Weighted average price per Bbl:
Ceiling $ — $ 64.40 $ 64.40 $ —
Floor $ — $ 55.00 $ 55.00 $ —
Sold put $ — $ 48.00 $ 48.00 $ —
NYMEX WTI Two-Way Collars
Volume (Bbls/day) 40,000 — — —
Weighted average price per Bbl:
Ceiling $ 40.31 $ — $ — $ —
Floor $ 32.89 $ — $ — $ —
Fixed Price WTI Swaps
Volume (Bbls/day) 76,703 10,000 — —
Weighted average price per Bbl: $ 28.99 $ 3277 $ — $ —
Basis Swaps - Argus WT1 Midland @
Volume (Bbls/day) 15,000 15,000 15,000 —
Weighted average price per Bbl $ (0.94) $  (0.94) $ (0.94) $ —
Basis Swaps - NYMEX WTI / ICE Brent ()
Volume (Bbls/day) 5,000 5,000 5,000 808
Weighted average price per Bbl $ (7.24) $  (7.24) $ (7.24) $ (7249
Basis Swaps - NYMEX WT1/MEH ©
Volume (Bbls/day) 26,813 — — —
Weighted average price per Bbl $ (0.75) $ — $ — $ —
NYMEX Roll Basis Swaps
Volume (Bbls/day) 43,571 60,000 10,000 —
Weighted average price per Bbl $ (1.62) $ (158 $ (1.94) $ —

(a) The basis differential price is indexed against Argus WTI Midland.
(b) The basis differential price is indexed against Intercontinental Exchange ("ICE") Brent and NYMEX WTI.
(c)  The basis differential price is indexed against Argus WTI Houston.

SOURCE Marathon Oil Corporation
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