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. AAPL FOHM 6101982
MODEL FORM OPERATING AGREEMENT
et

OPERATING AGREEMENT

-DATED

Maran 1 .. 1927,

OPERATOR OXY UsSa Inc

CONTRACT AREA Sections 8 and §, Township 19 South
Range 29 Bast, N.M.P.M., covering all rights below .

3000' subsurface

STATE OF New Mexica.

COUNTY OR N OF Edqy

COPYRIGHT 1932 —  ALL RIGMTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM

LANDMEN, 3408 CONTINENTAL LIFE BUILDING,
TORT WORTH, TEXAS, 76103, APPROVED FORM.
AAPL. NO. $i0 1982 REVISED

01l Conservation Division
Case No. 7

Exhibit No. /
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ARTICLE V.
OPERATOR

A, D oo and Responelhilities of Op

OXY USA Inc. : ) shall be tise
Opesweor of the Congract Ares, and stuil conduct and direct snd have' full contral of all aparstions oa the Cantract Aves s persnitead and
required by, and within the tmits of this apr 1o shall conducy o} such operations i e good s workmeniike msacer, but it shell
Mnmmqnmmnhohmbkumd«%mﬁ.mm-mmm”
cghi or wiiful mi

B. Resignation o R 1 of Op nd Selection of S
1. mmmmmwuqmuiﬁammm»m
¥ Oporase " its legal ext oo longer owos a0 in the Conwrac: Ares, of is o0 Jknger capuble of serving =

muhunmwmmmnmmhwmwo’m
d benkrupk or is pisced in recaivership, by the
demm«mmm.mmuuuﬂ-hnnm"&”w
sl eecluding e wating interast of Operator. Such cusignation or removel shall 80t hecome efiective wnell 7:00 o°clock AM. on the
st day of the calemdar manch Sollowing the expiretion of ninety (90) days siter the giving of sotice of sesipaation: by Operstor or actioa
by the Non-Operswars % remove Operstor, unless & Op s baen suleceed and she dwnles of Operator st s oartier
date. Operator, sker effective date of resignstion or removal, shall be bound by the tetsas heseof s & Noa-Opecswae. A change of « cor-
parate fame or structure of Operator o¢ transfer of Operaror®s interest 50 sy single schaidiary, parent or saccesor corporstion shall ace
be the basis for removal of Opersior. .

2 Seiction of Saccesor Opermor: Upan the fosigastion of removal of Opersanc, 3 saccgoor Opentor shall be sdected by
e partics. The socnexsor Operatior shall de selectnd froc the:parties owniiog s interest in the Contrace Area at the time ch saxvcesmor
mtm.MmeluwwapMmdmmnmnﬁum:mm
Beacd on ownecship o5 shown on Bxlsibk °A°°; peowided. # s Operstoe which hey been remaved fails 1 vose or Yotes anly
socceed ivself, the succassor Operasor shall be mieced by the sffirmutive vore of two (2) or more parties owning & mwjority intenot besed:
on ownership a3 shown op Exhibic **A™" remsining after excinding the voting interest of the Operator that was remaved.

C. Employsex:
“The number of employees used by Operstor dncti I der. their jon, 2nd the hoars of Sabor st e
mhmmmhmmhmdixﬁ shall be the enpi of Oparator.

D. Drilling Contracrs:

Al wells crilied on the Contract Aren shiall be drilled on » corapetitive comtract basis at che asual entes prevailing in the ses. i 50
desires, Oporasor muubybmmkﬁwnh&hgd*hmdw_&&ﬂmﬂ*ﬂwﬂhc
_h*m“&emdﬂwﬂkwmb*mhm%m‘ i

yoch work yiall be performed by Operstor wnder th terms and ,-dns—lhlheuuhmdi-
dependent coneracwars who sre doing work of s similsr nsmere.
ARTICLE V1.
DRILLING AND DEVELOPMENT
A. Initial Well: .
Owrhdazu_lgit__d.yd July L1991 . 0p shel the drilling of 2 well for
o sod g st the following Jocstien:

at Operator’s choice in either Section 8 or 9, Township 19 South,
Range 29 East, Eddy County, New Mexico

and siud thereatter contiroe the drilling of the well with due dligeace = the Morrow.

unless granive or other practically impenetrable substance or condiicn in the hole, which renders fxrther drilling
conmvered st 5 lewer depch, or unless 57 parties sgree 0 complese or shandons the well ot @ lamer depth,

2% in quantities sufficient 1o tese, uniess this agreement shalf e Esvised in ity spplicstion to & specific &
event Operatar shall be fequired to test caly the & or foreat u-ummv
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l‘.inOntmr'siud’mt.hvﬂmmmﬂuuhmmﬂkvﬂsumumm
well 25 3 dey hole, the provisions of Artichy VIE.L. shul} thecunfer apply.

B. Sobseguent Operstions: *Ses Article XV. é.

1. Propowsd Operatives: Shoukd any party bereto desire: w deill sy wall on the Convaes Area odher than the wef provded
for in Article VILA_ or 10 rework, despen or plag back & dry hole deflied ar dhe Joix expense of all parties or & well joirely owoed by
mupmnaumMnmmﬁemdﬁubﬂ.mmummw--ﬁﬂd«h

other percies written notioe of the prop the work w de perk d, the loration, propostd depth, abjective forme:
tion and the estisnated cont of the oparation. The perties rechiviag such » notice shell mmmapuwamm
within which (o notify the party wishing 20 do the work whether they eloct w0 n the cont of th ¥ o drill-

qgngisonMmd-mwmm&kwﬂwmh”hmdﬂ;mwﬂh

" Tismized b farty-eight (48) bours, enchaive of Setnwdey, Sundey snd Inged holideys. Feidure of 3 perty racuiving such sotios to reply within

the pariod shove fiand siull conmloate o slecvion by thae ety £08 ¥ participate in the cos of the peoposed operssion. Ay Bocice o
respoase givan by talephiooe shall be prompedy confirmed is woriting.

¥ all parvies dlact 0 participste i such 3 d tion, Opestor shail, within ninety (90} deys siter expirstion of she notice
wﬂdmm&p(«smsmﬁﬁumd&wmmwm-mubum
Mnmﬂmmm it with due diligence ar the risk sod expense of ol par-
tics hereas; idh wid date may be ded upon writtes notior of same by Operseos to the ofier parties,
foc a period of up to thiry (30) sddirionnl deys &, in the sl opinion of Operstor, suck sdditionsl tie is. 0 obesigy
peroaits irom govornmenal suthorizies, surface sights (mcluding rightrof-way) or appropriste drilling equipment. o to compieee thie ex-
smrinetion or curstive satter requived for titlke spproval or sccepmce. Norwidhseanding the force majeose provisions of Article X1, f tve
actusl ion has not been mumwmqmm-mmwd
lmmmsﬂbﬂunm-—“ ing seme muse be d to the ather parties in sccor-
mmwmw»xnmmum& .

2. Less than AR Pwtes: ¥ sery party recsiving such notice ws provided in Arvicle VLB oer.D.l-m
Po. 2) clects 10t 10 participese in tee progossd aperativs, whes, in orde t be eanited to the benefics of this Article, the perty or perties
giving the sotke and wch ather pacties. ax shall dect, w pervicipae o te opeation shell, within tinecy (90} duys sfter the cxpirstion of
the notice periad of rirty (30} days (or as p dy 2 possible sher the expirmion of te farzy-eight (42) howr period when a driling rig i
on locetion. ¢s the case may be) scrually: the proposed ion snd complete it with doe diligence. Operasor shall pesform all
work for the acooont of dhe C: ng Parvias: provided. b it o deilling rig or other aqipment i on Jocstion, sad if Operator is
2 NonCs g Party. the C Parvies shall cither: (s) request Opurator 10 perform the work required by siuch proposed opers-
ticn for the acrennt of the Consenting Parzies, or (b} dasignate ove (1) of the Consenting Parties a3 Operator to perform soch wosk. Coe-
seating Parties, whicn condwesing operations o8 the Conzract Ares parsusnt to this Article V1.B.2., shall comply with all tersys and con-

Sicions of this agreerment,

¥ ews than R parties spprowe say proposed ion, dhe proposing party, i ater the ion of the spplicabl
aotioe period, shal advise the Consenting Parties of the tow) insesest of the parties spproviag such operstion and its dation 23
0 whether the Conasaring Parties should proceed with the operstion 1 proposed. Each Consenting Purty, wichin foctyeight (48) hours
(auh-nu(s-undqMydhdhﬁﬁp)“n*dmuﬂ“hmmdk&-m&p
ticipation to such perty's inserest as shown on Exhibit **A** or (o) catry its : pant of NonCi ing Parsies’ i md
m-ﬁ*mmuNMnmﬁp)khmgwﬂinm the dinse perroimel for
ﬂ:mﬂw“l“dwmmmdm SﬂﬁydhﬂmTMMM
a-ummmumnmxsm and shall pre nodly s parties of such decision.

mﬁﬂdﬂdm.-&wmhwbﬁ. Lompracing Paeviey §n the sevpresione thus v

duce ot oll andior gus i paying quantites. the Co g P
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ARTICLEV]

contioved
and the well sball then be taraed over to Opecator aad shall be opersed by it st the expense and for the account of the Conseting Per-
ties. Upoo commencamens: of eperationa for e drilling, tewarking. degpening or plugging beck of any such weB by Consensing Perdies
nW*hmdMMmWMM&M»MM&MW
ﬁummﬂm-‘huﬁdwmﬁmh rtion w thale reape & ol of snch Non Cormeurting
Party’s imterest in the well and share of pr o therefs mﬂh ds of the aale of such share, ceicuipeed ot the well, or
uarivet valee dhereol i zech shere i not sokd, Gafver decuczing production teees, excive texes, roywly, everriding roysky and ocher -
tress ot excepted by Article HLD. paysbie out of or massured by the producion from sucl well accraing with respect to mich intevest
uotd i reveres) shell aquel the tooad of the following:

5] m%da:nmw&muumdqmmmwmmm
connections Gacleding, but act Braieed w, sock wnks, g Squip wnd piping), phas 100% of each sch
wm:*d*mdwdh-‘m-&mmﬂmdﬁmm

ng Party’s refinquished inveresy sl revert ® it under other provisions of this Article, it being agreed that sach Noa-
mm:mdamumdkmmﬂwmmmnmm
Paty had it participated in the well from the beginning of the operaticns; and

. @*_mxammaumu of drilling, rewarkis ing. plugging beck, wxing snd completicg,
sher deduciing say ok mmmmau.ﬂ_s&umdundmm“
en in the wed (%0 and including the wellhesd ions), which woukd hwee bom chacpable 1o such Nao-Consesdag Pacty i it had

Ag diection 10t 10 purticipesc i the deilling or the decpening of 3 well shall be deerned m hocsion nok 1o pertiipease in sy re-
working or plugging deck speretion proposed in such a well, ar portion thereof, to witich the injtial Nop-Conseot election applied demt 5

conducted &t any Sme prioe to Rall recovery-by the Cr ing Parvis of the NoaC Party's sccoant. Asy soch
sewarking or phaggiag back operstion comducted during the recoupment period shell te deemed pert of the cost of opertion of sid wellt
and there shall be added 2 the 3aens ¥ be g by the C g Pl Bundred percen: (100%) of dhae portion of dhe coscs of

um«mmmmwmmmnmmmukmm ¥
such a rewacking or plugging beck operstion is proposed during such recoupment period, the provisiont of this Atticle VLE. shall be op-
phcable 13 between sid Coasearing Parties in seid weil.

meﬁdm&m&m‘mnmwmwm;mdp&&xc&
swoceeds, theredrora. Consencing Pastics shall be responsibie for the p of alf prody excive, gothering and otber
mwammxmmmmmmwmsmdmmmqm
vidle OLD,

In the case of any rewcriing, plugging dack or deeper driliing operstion, the Conserting Parties shell be pervairced 30 use, free
of cost, ofl casing. tubing and other equipoent in the welt, but the cumership of 38l such equigsment shafl remain sachenged; and spon
shandonment of 2 we¥ slver such reworking, plugging back or deeper driling. the Cossenting Partics shall scvousr for il such equip
ment to the owners thereal, with ench party receiving its proportionste part in kind of in value, lass cont of salvage.

memmmmm»«mmmummmmummu
and

option. the opersting perty. in Beu of en itemited staermrat of such costs of operation, sy submit s detailed seaternent of manthiy Wi
ings. Fach menth therendter, during t time the Consenting Perties sve bedng seimingsed w provided sbove, the perty conducting the
mmhmwhm“mmwm-uuhﬁdmddmﬂmw
cusred in the opecation of the well, cogecher with 2 statement of the quanticy of ol and pas produced from it sad the emoant afgrocenh
restized froay the ssie of the wall"s working wnserest production during te precading monch, In detervbining the quancey of &l sod gas
mmqmmwwummmmnu:nﬁaanm-pw

-ﬂmmm-—hﬂﬁns&*c*" ivis oewly scquired in with say sucl
which would have been owped dy s NonG Puvhdc... S M&Mhmw&mm“
of the work dome 20d of the equip dn tag when the xerest of such Non-Coomaing Party skall tas

mwaem--mmkuuﬁnwm;m 4 i
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ARTICLE VI
continued

1 and whens the Comsenting Parties recover from « Non-Commtnting Party's relinquishud interes the smounss provided for shove,
the relinquished inserases of sech NosConsexaing Perty shell susometically reves: to & md, from snd after such reversion, sach Non-
Comenting Party shall own sthe seme interest ie suck well, the ial and in or peruicing therew. and the producion
mnmmmmmmmnutwnummmum
Back of s2id well, Thereafter, such Now-C: muuwmuﬂmmmmaummd
the ions of and well in ~ with the terms of chis ag aod the A d hevetn.

Notwithstzoding the provisions of this Asticle VLB.2., it s sgrwsd thet without the mutual conseet of oll perties, no weils shell
e complemd it or produced from & ource of supply from which & well focatal dewhbers o the Contract Acen is produciog. uniess such
well conforms to the themexisting well spacing pattern for such source of sapply.

The provisions of this Acticie shalt have 0o applicstion sheticver 10 the drilfing of the initis! well dexcrited in Ardcle VLA,
eacepe (5} 33 30 Article VILD.1. (Opdion Ne. 2), ¥ sslectsd, or (b)2s 1o the reworking. derpening snd plagging buck of sach inftial well
ﬁkh‘han&ﬂduhhﬁwﬂdnmWAI:MMmbhn&yweu.lmmwm
mmnm&mm

3. Suad-By Time: When & well which Sus bem drilled or deepened hus resched its authorized depth and ol wests have been
complesed, and the rewihts thereol furnished © the parties, stand-by <o incarred pending respoase 10 8 party s notice proposiag s
reworking, decpening. pingging beck or Neth etion in mch o ‘*‘uwum.mdumcm

first oocucs, and prioe 1 age = 1o the partici of 28 G ting Parties p mhmdd‘—-‘.ﬂ-
ﬁdmdmﬂuﬂhh‘dndi«unmdumﬂ but if the p s

withdrawn because of imsafficies. participation, such scnd-by cosps shall be aiocazed the G - h—u&:m
each Consenting Party s insrest as shown on Pehibit *"A" bears 16 the ot} ivecen 33 shown on Bchibic A" of all Conssuting Par-

4. Siderracidqp: Pacepe 22 b ded, those of this age applicable 10 2 *“docpeniag” operation shull

siso be spelicsble to any propomsl %o dinectionatly control end m-ﬂmm»»amumm
Socation {herein called *“sidewracking”’), unics dooe ™ mreighsen dix hole or 10 rilt around Junk in the hote or becaose of other
achanics} difficalties. Asy party having the right o participase in s propossd sidetracking operation that does not oW a0 inserest in the
wffucted well bore st the vime of the notice shall, upon electing 30 purticipete, seader 10 the well bore owners its proportionate. share (cqual
0 it fnterent i che sideveacking operution) of the valur of that partion of the existing well bore to be stifiaed x5 follows:

s} ¥ the proposel is for sidexeacking an eximing dry hole, reimbursement shall be on the basis of the acrued coms incarred in
dhe oitil deilfing of the well dows © tie depdh 31 which the sidetracking eperation is intiated.

duced. : Mknmusdte'ens
iitieced din dence with the

{5) 11 the propowt is for siderracking 2 well which has previovely p b
salvabic mtcrinls and equipment down 1o the depth st which the sidetrackieg op L
peovisions of Bxhibit *C"*. Jess the cximued com of wivaging wnd the estiomemnd cost of plegging and sb

hmmumbamwiﬁmmﬁ&ﬁ:ﬁwhmkum&mw
shall be lenised to forty-¢ight (957 hoors, exchusive of Saurday, Sundey snd lagsl holidays: provided, however, suy party musy requen and
mwn*mummmdmw(qwmm»wwmhd-uyu
wdm-&—umwnmm“mm-mmmm.w»hmw
wmﬂhwmhwmmmnmuihmya—-umm-ﬁ-n——
' dnterent as shown on Exbhikit “*A°* bass 10 the sonl intesent 13 shown on Exhible **A™" of Yl the cecting pardies. tn o other in-
moces the raaponse periad w0 2 propol for sidearacking siall e lesdved o ity (30) ders. -

€. TAKING PRODUCTION IN KIND: . 4
Sach perty stall eaon in Kind or separsicly Sopose of its proporsh share of all ofl end gas produced fram the Comtract Ares,
mam'&myhuﬂh and gwoducieg oparations sod in preparing end teeaelhg off and gay for
0d producrs idably low. Any Jitwte incurred in the taking in kind or seperstedisgmuien by 2y

wdcmmdhwﬂkmwmm medeW&



