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Propose well to Amoco, Chevron and Exxon.

Phone conversation with above to confirm receipt of proposal
Tetter.

Exxon declines proposal.

Phone call to Chevron and Amoco indicates both companies are
evaluating proposal.

Phone call to Chevron and Amoco indicates both companies still
evaluating.

Phone call to Chevron and Amoco, both evaluating.
Amoco calls and will recommend F/0 to management.

Amoco receives management approval to Farmout. Agreement is
being prepared.

Check of records indicates Amoco only owns surface to 6533 in
NE/4 NE/4 Sec 16. Confirmed by Amoco.

Receive Amoco Farmout agreement.

Repropose well to Exxon and Chevron. Furnish same with AFE.
Unable to contact Schneiders by phone. Ask Amoco for help.

Send letters to last known address for Schneiders.

Letters of 8-23-89 returned unopended from Schneiders. Ask
for assistance from Wes Perry, a independent landman, in
locating Schneider family.

Phone call to Exxon and Chevron confirms they are working on
proposal.

Phone call to Exxon and Chevron indicates status quo. Send
letter outlining our intend to file for force pooling because
of time constraints in Amoco Farmout. '

Exxon declines participation and Farmout elects to go
non-consent. Chevron still evaluating.

I Sohngidonetamis . tiati Ihru Wes Per

Chevron elects not to participate, wants to Farmout.

3L139/780 - (1)



PERRY AND PERRY

P, O. BOX 37!
MIDLAND, TEXAS 79702
W, WESLEY PERRY TELEPHONE (915 682-786I

October 16, 198

Mr. Keith Nelson

Oryx Energy Corporation
P.0. Box 2880

Dallas, TX 77251

RE: SCOGGINS DRAW PROSPECT
Reis Schneider Estate Interest
T-18-S, R-27-E, NMPM
Section 16: NE/4 NE/4
Eddy County, NM

Dear Keith:

This is to confirm the work ve did in connection with the captioned leasehold
ovner in the lands described above.

1. We checked the Eddy County, NM records on or about July 28,
1989.
2. - We ordered leasehold takeoffs from Federal Abstract Company

on or about July 21, 1989.

3. From those two sources we determined that Joseph F.
Schneider, Veronica Schneider, and Ester Schneider owned the full
7/8ths leasehold estate in the captioned land.

4, During the week of September 18, 1989 I tried to locate
their phone numbers and more current addresses than what appeared
in the State and County Records. I checked with information and
in the City Directory for Los Angeles, CA which were unproductive.

5. On or about September 26, 1989 you provided me with more
current addresses per a conversation with Amoco Division Ordex
Department. )

6. On or about September 27, 1989 we sent letters to those

individuals, copies of the letters are attached as Exhibits "A-1",
"A-2", and "A-3%, :

1. On or about October 5, Veronica Schneider called me with
current addresses of the other two owners and instructions that
all trades should be handled through Joseph Schneider. She also
returned the letter mailed to her September 27 and it is attached
as Exhibit "B".



Page 2
October 16, 1989
Mr. Keith Nelson

8. After numerous tries I spoke with Mr. Schneider on October
12 and indicated that we were 1interested in acquiring his
leasehold interest and followed it with a letter dated October 13.
It is attached as Exhibit "C". Copies of this letter were sent to
Mrs. Dettinger and Mrs. Veronica Schneider.

Mr. Joseph Schneider indicates that he will make a decision by Friday, October
20, 1989 as to what he and his family will agree to. I anticipate that once a
trade has been made it will take approximately 2 weeks to prepare, mail and
get the executed Assignments back from the Schneider family.

Thank you for the opportunity to help you in this endeavor and should you have
any questions, please do not hesitate to call.

I am, ////

Very truly yours, .~

(e

. Wesley Pgiry
WWP:se /

Attachments

A:nlsnl089
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PERRY AND PERRY

P. O. BOX 371
MIDLAND, TEXAS 79702

W, WESLEY PERRY TELEPHONE (91S) 682-7861

September 27, 1989

Joseph F. Schneider and Associates
3959 West Sixth Street
Los Angeles, CA 90802

RE: Reese Schneider Estate
T-18-S, R-27-E, NMPM
Section 16: NE/4 NE/4
Eddy County, NM

Dear Mr. Schneider:

I am trying to locate the heirs of Reese Schneider. The county records in Eddy
County, NM indicate you may be one of them. Mr. Schneider ovned some mineral
interest there and we are interested in leasing it. If you are Reese Schneider's
heir or you knov who that heir is, please contact me by telephone or £ill out
the information below and return to me in the envelope provided.

Thank you for your consideration and I will anxiously awvait your reply. Until
then, I am,

Very truly yours,

//M

WWP:se

Name: L’

Address:

(if different from above)

Telephone No.: best time to call:

s rra ey 8




EXHIBIT "}(f/

PERRY AND PERRY

P. O, BOX 371
MIDLAND, TEXAS 79702

W, WESLEY PERRY TELEPHONE (91S]) 682-7861

September 27, 1989

Ms. Veronica Schneider
1300 Hardavay Street
El Paso, Texas 799403

RE: Reese Schneider Estate
T-18-S, R-27-E, NMPM
Section 16: NE/4 NE/4
Eddy County, NM

Dear Ms. Schneider:

I am trying to locate the heirs of Reese Schneider. The county records in Eddy
County, NM indicate you may be one of them. Mr. Schneider owned some mineral
interest there and ve are interested in leasing it. If you are Reese Schneider's
heir or you knov vho that heir is, please contact me by.telephone or fill out
the information below and return to me in the envelope provided.

Thank you for your consideration and I will anxiously await your reply. Until

then, I am,

Very truly yours,

A
Wé¢eeslé%)Perry

¥WP:se

Name:

Address:

(if different from above)

Telephone No.: best time to call:




EXHIBIT '%

PERRY AND PERRY

P. O. BOX 37t
MIDLAND, TEXAS 79702
W. WESLEY PERRY TELEPHONE (918) 682-7861

September 27, 1989

Joseph F. Schneider and Associates
3959 West Sixth Street
Los Angeles, CA 90802

RE: Reese Schneider Estate
T-18-S, R-27-E, NMPM
Section 16: NE/4 NE/4
Eddy County, NM

Dear Mr. Schneider:

1 am trying to locate the heirs of Reese Schneider. The county records in Eddy
County, NM indicate you may be one of them. Mr. Schneider owned some mineral
interest there and we are interested in leasing it. If you are Reese Schneider's
heir.or you knov who that heir is, please contact me by telephone or £ill out
the .information belov and return to me in the envelope provided.

Thank you for: your consideration and I will anxiously await your reply. Until
then, I am,

Very truly yours,

WéP:se H
L/

Name: L/

Address:

(if different from above)
Telephone No.: best time to call:




EXHIBIT )v/

PERRY AND PERRY

P. O. BOXx 371
MIDLAND, TEXAS 729702

W, WESLEY PERRY TELEPHONE (91S) 682-78661

September 27, 1989

Ms. Veronica Schneider

1300 Hardavay Street

El Paso, Texas 79903/

RE: =#¢ Schneider Estate
T-18-8, R-27-E, NMPM
Section 16: NE/4 NE/4
Eddy County, NM

Dear Ms. Schneider:

I am trying to locate the heirs of &oé“.:é Schneider. The county records in Eddy
County, NM indicate you may be one of them. Mr. Schneider owneg . some mineral
interest there and ve are interested in leasing it. If you are % Schneider's
heir or you knov who that heir is, please contact me by telephone or £ill out
the information below and return to me in the envelope provided.

Thank you for your consideration and I will anxiously await your reply. Until

then, I am,

Very truly yours,

W ?les le?/ Perry

VWP :se

o { ‘Q
Name: N')r-ﬁ L Ti‘\ -ﬁhr\e (LQ J/u‘L‘iL,nger‘ \// B
Address: -tV 45 AQ-'EQHQ . 2¥ Tocraple SH. qu5044

(if different from above)
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T Exmsny/

PERRY AND PERRY

P, O. B8OXx 371
MIDLAND, TEXAS 73702

W. WESLEY PERRY TELEPHONE (D15} 682-7861

T o S
October 13, 1989 : JJZ/» Ti}b ///[

Mr. Joseph P. Schneider\\ _ l;zb% ﬂﬂn”at ()U/
1014 Rodeo Drive \/g
—

Pebble Beach, CA 93953

RE: Assignment of 0il and
Gas Lease covering
T-18-5, R-27-E, NMPM
Section 16: NE/4 NE/4
Eddy County, NM

Dear Mr. Schneider:

Pursuant to our conversation, this letter confirms our offer to sublease the

captioned land from you and your family. The offer we are prepared to make is
as follovs:

1. Three (3) year primary term,

2. Three-sixteenths (3/16ths) royalty, which will leave you with a net
1/16th overriding royalty interest, and

3. $50.00 per acre bonus consideration.

Also, . I vanted to remind you of the hearing that is to be held in Santa Fe,
NM, Wednesday October 18, 1989. I realize you indicated that you were not
interested in attending but wanted to follow it up by writing.

Please discuss these terms with the rest of your family members and 1 will
anxiously awvait your response as to these terms. Should you have any

questions, please call, otherwvise E/gill look forward to your response at your
earliest convenience. T

Until then, I am,

Very truly yours,

7
/

WWP:se

copy: Ester Schneider Dettinger
4115 W. 182nd Street, Apt. 28
Tortance, CA 90504

Veronica Schneider
1300 Hardawvay
El Paso, Texas 79903
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Chavran

gl Chevron USA inc

g R.0. Box 1835, Houston, TX 77251  Phone (713) 754-2681

Rey M. Vadan

Lend Represinative QOctober 13, 1989

Iaterior Divisian

-and Capartmant

Contref Agidn

. Py ,!
Oryx Energy Company Y&
Attentlon: Keith Neison P 5/3’0
Senior Landman L. O

No. 24 Smith Road, Suite 300 e

Midland, TX 79705-4405

Scoggin Draw C #1

Morrow Formation Test

E} Section 16, T-18-§, R~27-E, NMPM
Eddy County, New Mexico . -

Gentiemen:

n reference to the captioned, Chevron hereby offers to farmout Its rights
from below the top of the Wolfcamp formation to base of the Morrow
formation in the captioned well for a Morrow test In the Ef of Section 16,
T-18-§, R-27-E, based upon the following general parameters.

1. The initial test well shall be drilled at a location 1980' FEL and 1980’
FSL of Section 16, T-18-S, R-27-E, and the spacing unit for the weil’
shall not exceed 320 acres for gas or 40 acres for oil.

2. Should the captioned well be completed as a well capable of producing
in paying quantitias from formations below the top of the Wolfcamp,
Oryx shall earn Chevron's operating rights In the spacing unit for
the well subject to Chevron's retention of a proportionate 12.5%
override in the well increasing to 17.5% upon payout of the well with
the option of converting sald override to a proportionate 33-1/3%
working Interest in the well,

3. Any operating rights earned shall be |imited from the top of the
Wolfcamp formation to the lesser of the base of the deepest formation
found to be commerclally productive in the captioned well, the total
depth drilled for the paying well, 50' below the deepest perforation of

the paying well, the base of the Morrow formation, or 9,950' beneath
the surface,

Additional Terms and Conditions

This trade shall be subject to Chevron's standard terms and conditions as
stated in its well contrlibution agreement and, in the event Chevron elects
to take a working Interest in the well after payout, to a standard AAPL

610 1982 Mode! Form Opersting Agreement incorporating Chevron's standard
{ terms and conditions. Chevron makes no representation or warranties,
\ express or implled, as to the title of leases in captioned well spacing unit.



OCT 13 89 89:12 CHEY TOWER HOUSTON 7137542816 ‘ P.3

Since Oryx has requested compulsory pooling for this well and scheduled
the same for October 18, 1989, please give this offer careful consideration
and provide us a response at your earliest convenience, Unless this offer
is accepted prior to October 31, 1989, our offer will expire on said date,

Very trufy yours,

Ve

Ray M. Vaden

RMV/tmh



EX(ON COMPANY, USA

POST OFFICE BOX 1600 » MIDLAND, TEXAS 79702-1600

BT T SOUTHWEST DISTRICT

J.B. THOMAS
LAND ASSOCIATE

September 28, 1989

Re: #7-89(0037-89)
Scoggins Draw
- Eddy County, New Mexico

Mr. Keith Nelson

Oryx Energy Company

P. 0. Box 2880

Dallas, Texas 75221-2800

Dear Mr. Nelson:

Exxon declines to either join or farmout under your proposed request. However,
we will agree to consider similar terms that Oryx would obtain from Compulsory
Pooling from the state of New Mexico. Exxon will agree to go non-consent with
a cost plus 200% penalty. Please advise if you would rather have Exxon execute
a Joint Operating Agreement containing those non-consent provisions or continue
with the Compulsory Pooling hearing.

Very truly yours,

/ %W

JBT:agh

\land\letter. jbt

A DIVISION OF EXXON CORPORATION.



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

Dallas TX 75221-2880
214 891 1500

Exploration
September 18, 1989 Northern Region

Chevron, USA
P.0. Box 1150
Midland, TX 79702

Attn: Mickey Lohlmia

RE: Scoggin Dfaw C #1
E/2 Sec 16-18S-27E
Eddy Co., NM

Pursuant to our convestaion and earlier letter, our farmout contract with
Amoco mndates we commence the captioned’ test in a timely manner.
Therefore we are filing an application with the state of New Mexico to
pool the E/2 of Sec 16-18S-27E.

We proposed to drill a 9900' Morrow Test at a location 1980 FSL and 1980
FEL in Sec 16. Please consider our offer to farmout your acreage and

thereby avoid a pooling hearing. Please call should you have any
questions.

Respectif ]1y/4//¢7
A It

Keith Nelson

KN/bw

3L139/664 - (2)



Oryx Energy Company
Campbell Centre Il

8150 North Central Expy
PO Box 2880

Dallas TX 75221-2880
214 891 1500

Exploration
September 18, 1989 Northern Region

Joseph F. Schneider
Esther Schneider
Veronica M. Schneider
2406 Duxbury Place
Los Angeles, CA 90034

RE: Scoggin Draw C #1
E/2 Sec 16-18S-27E
Eddy Co., NM

Pursuant to our convestaion and earlier letter, our farmout contract with
Amoco mndates we commence the captioned test in a timely manner,
Therefore we are filing an application with the state of New Mexico to
pool the E/2 of Sec 16-18S-27E.

We proposed to drill a 9900' Morrow Test at a Tocation 1980 FSL and 1980
FEL in Sec 16. Please consider our offer to farmout your acreage and
thereby avoid a pooling hearing. Please call should you have any

questions.
Keith Nelson

KN/bw

3L139/664 - (3)



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

Dallas TX 75221-2880
214 891 1500

Exploration
September 18, 1989 Northern Region

Exxon Company, USA
P.0. Box 1600
Midland, TX 79702

Attn: Joe Thomas

RE: Scoggin Draw C #1
E/2 Sec 16-18S-27¢t
Eddy Co., NM

Pursuant to our convestaion and earlier letter, our farmout contract with
Amoco mndates we commence the captioned test in a timely manner.
Therefore we are filing an application with the state of New Mexico to
pool the E/2 of Sec 16-18S5-27E.

We proposed to drill a 9900' Morrow Test at a location 1980 FSL and 1980
FEL in Sec 16. Please consider our offer to farmout your acreage and
thereby avoid a pooling hearing. Please call should you have any
questions.

Reszj:;;;%ili5;77

Keith Nelson

KN/bw

30139/664 - (1)



EXXON COMPANY, USA.

POST OFFICE BOX 1600 « MIDLAND, TEXAS 79702-1600

EXPLORATION DEPARTMENT

WESTERN DIVISION
J B THOMAS
LAND ASSOCIATE
August 15, 1989
- Re: E/2 Sec. 16, T18S-R27E
Eddy County, New Mexico
ORYX

Attn: Mr. Keith Nelson
No. 24 Smith Rd., Ste. 300
Midland, Texas 79705-4405

Gentlemen:

Your request for farmout dated August 11 in reference to the acreage listed above
has been assigned the number AB-89-0145 (P) which you should caption in any future
correspondence.

When we receive recommendation from management, Mr. Joe B. Thomas, Trades and Units
landsman, will be contacting you with their decision.

Yours very truly,

(g

Angela G. Henry
agh

ORYX ENERGY CO.

RJ | 6 1989

MIDLAND LAND OFFICE

A DIVISION OF EXXON CORPORATION



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

FAX 915 688 0542

August 11, 1989 CERTIFIED/RETURN RECEIPT

Exploration
Northern Region Land

Chevron, USA
P. 0. Box 1150
Midland, TX 79702

Attn: Mickey Cohlmia

Re: Scoggin Draw C #1
E/2 Section 16-18S-27E
Eddy County, New Mexico

Gentlemen:

Oryx Energy Company herein proposes the drilling of a 9,900' Morrow test at a
location 1980' FEL and 1980' FSL in Section 16-185-27E, Eddy County, New Mexico.
Our estimated costs to drill and complete this test are $360,000.00 dry hole and
$492,000.00 completed well. An AFE is attached for your review.

Oryx has obtained the right to drill in Section 16 by virtue of a farmout from
Amoco Production Company.

Oryx proposes that you elect one of the following options regarding our well
proposal: -

1) Elect to participate in the Test Well by paying your proportionate share of
cost to drill and complete this Test Well; or

2) Farmout to Oryx,'reserving an override royalty interest of 25% less existing

burdens with your override escalating at payout of the Test Well to 27.5% less

existing burdens. These terms are identical to the terms of our trade with
Amoco.

Your prompt review of our proposal 1is appreciated. We intend to commence
operations on this test within the time constraints of the Amoco farmout. Please
call should you have any questions.

Respectfully,

ORYX ENERGY COMPAN
/{7/.

Keith Nelson
Senior Landman

cjw

Enclosure

pc: Joe Haskell

1L11/483 - (1)



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

FAX 915 688 0542

ORYX

August 23, 1989

Exploration
Northern Region Land

Joseph F. Schneider
c/o 2406 Duxbury Place
Los Angeles, CA 90034

Re: Scoggin Draw C #1
E/2 Section 16-18S-27E
Eddy County, New Mexico

Dear Mr. Schneider:

Oryx Energy Company herein proposes the drilling of a 9,900’ Morrow test at a
location 1980' FEL and 1980' FSL in Section 16-18S-27E, Eddy County, New Mexico.
Our estimated costs to drill and complete this test are $360,000.00 dry hole and
$492,000.00 completed well. An AFE is attached for your review.

Oryx has obtained the right to drill in Section 16 by virtue of a farmout from
Amoco Production Company. Our records indicate you own a leasehold interest below
the base of the Abo formation in the NE/4 NE/4 of Section 16-18S-27E.

Oryx proposes that you elect one of the following options regarding our well
proposal:

1) Elect to participate in the Test Well by paying your proportionate share of
cost to drill and complete this Test Well; or

2) Farmout to Oryx, reserving an override royalty interest of 25% less existing
burdens with your override escalating at payout of the Test Well to 27.5% less

existing burdens. These terms are identical to the terms of our trade with
Amoco.

Your prompt review of our proposal 1is appreciated. We intend to commence
operations on this test on or before October 1, 1989. Please call should you have
any questions.

Respectfully,
ORYX ENERGY COMPANY

4ieéth'Nelggz/£;LW\_

“Senjor Landman
cjw
Enclosure

pc: Joe Haskell

1L11/521 - (1)



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

FAX 915 688 0542

ORYX

August 23, 1989

Exploration

| . Northern Region Land
Esther Schneider

2406 Duxbury Place
Los Angeles, CA 90034

Re: Scoggin Draw C #1
E/2 Section 16-185-27E
Eddy County, New Mexico

Dear Ms. Schneider:

Oryx Energy Company herein proposes the drilling of a 9,900' Morrow test at a
location 1980' FEL and 1980' FSL 1in Section 16-185-27E, Eddy County, New Mexico.
Our estimated costs to drill and complete this test are $360,000.00 dry hole and
$492,000.00 completed well. An AFE is attached for your review.

Oryx has obtained the right to drill in Section 16 by virtue of a farmout from
Amoco Production Company. Our records indicate you own a Teasehold interest below
the base of the Abo formation in the NE/4 NE/4 of Section 16-18S-27E.

Oryx proposes that you elect one of the following options regarding our well
proposal:

1) Elect to participate in the Test Well by paying your proportionate share of
cost to drill and complete this Test Well; or

2) Farmout to Oryx, reserving an override royalty interest of 25% less existing

burdens with your override escalating at payout of the Test Well to 27.5% less

existing burdens. These terms are identical to the terms of our trade with
Amoco.

Your prompt review of our proposal is appreciated. We intend to commence
operations on this test on or before October 1, 1989. Please call should you have
any questions.

Respectfully,
ORYX ENERGY COMPANY

I

Keith Nelson
Senior Landman

cjw
Enclosure

pc: Joe Haskell

1L11/519 - (1)



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

FAX 915 688 0542

ORYX

August 23, 1989

Exploration

. Northern Region Land
Veronica M. Schneider

c/o 2406 Duxbury Place
Los Angeles, CA 90034

Re: Scoggin Draw C #1
E/2 Section 16-18S-27E
Eddy County, New Mexico

Dear Ms. Schneider:

Oryx Energy Company herein proposes the drilling of a 9,900' Morrow test at a
location 1980' FEL and 1980' FSL in Section 16-185-27E, Eddy County, New Mexico.

Our estimated costs to drill and complete this test are $360,000.00 dry hole and
$492,000.00 compieted well. An AFE is attached for your review.

Oryx has obtained the right to drill in Section 16 by virtue of a farmout from
Amoco Production Company. Our records indicate you own a leasehold interest below
the base of the Abo formation in the NE/4 NE/4 of Section 16-185-27E.

Oryx proposes that you elect one of the following options regarding our well
proposal:

1) Elect to participate in the Test Well by paying your proportionate share of
cost to drill and complete this Test Well; or

2) Farmout to Oryx, reserving an override royalty interest of 25% less existing
burdens with your override escalating at payout of the Test Well to 27.5% less
existing burdens. These terms are identical to the terms of our trade with
Amoco.

Your prompt review of our proposal is appreciated. We intend to commence
operations on this test on or before October 1, 1989. Please call should you have
any questions.
Respectfully,

ORYX ENERGY COMPANY

eith Nelson
Senior Landman

cjw
Enclosure

pc: Joe Haskell

1L11/520 - (1)



Oryx Energy Company

No 24 Smith Rd Suite 300
" Midland TX 79705-4405

915 688 0300

FAX 915 688 0542

August 11, 1989 CERTIFIED/RETURN RECEIPT

Exploration
Northern Region Land

Exxon Company, U.S.A.
P. 0. Box 1600
Midland, TX 79702

Attn: Joe Thomas

Re: Scoggin Draw C #1
E/2 Section 16-18S-27E
Eddy County, New Mexico

Gentlemen:

Oryx Energy Company herein proposes the drilling of a 9,900' Morrow test at a
location 1980' FEL and 1980' FSL in Section 16-185-27E, Eddy County, New Mexico.
Our estimated costs to drill and complete this test are $360,000.00 dry hole and
$492,000.00 completed well. An AFE is attached for your review.

Oryx has obtained the right to drill in Section 16 by virtue of a farmout from
Amoco Production Company.

Oryx proposes that you elect one of the following options regarding our well
proposal:

1) Elect to participate in the Test Well by paying your proportionate share of
cost to drill and complete this Test Well; or

2) Farmout to Oryx, reserving an override royalty interest of 25% less existing

burdens with your override escalating at payout of the Test Well to 27.5% less

existing burdens. These terms are identical to the terms of our trade with
Amoco.

Your prompt review of our proposal is appreciated. We intend to commence
operations on this test within the time constraints of the Amoco farmout. Please
call should you have any questions.

Respectfully,
ORYX ENERGY Cé/;;;%

Keith Nelson
Senjor Landman

cjw
Enclosure

pc: Joe Haskell

1L11/482 - (1)



Amoco Production Company

501 Westlake Park Boulevard
Post Office Box 3092
Houston, Texas 77253

August 7, 1989

ORYX ENERGg co.
l&
RE: EA 85,222
West Lake Area A% - 9 1089
Eddy County, New Mexico
Sun Operating Limited Partnership MIDLAND LAND OFFICE

ClayDesta Plaza, Sun Tower
No. 24 Smith Road, Suite 300
Midland, Texas 79705-4405
ATTENTION: Keith Nelson

Gentlemen:

Enclosed are two duplicate originals of a Farmout Contract dated July 18, 1989
between Amoco Production Company and Sun Operating Limited Partnership. The
Farmout Contract is partially executed and covers Amoco's interest in the SE/4
NE/4 and NE/4 SE/4 of Section 16, T-18-S, R-27-E, Eddy County, New Mexico.

Please complete the execution of both copiss and return one to my attention by
September 1, 1989.

Very truly yours,

G ?WWW

Emily F. Goodfellow
Landman

EFG/sdc

Enclosures
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Domestic Exploration
Northern Region Land

Sun Explorationand
Production Company
SunTower

ClayDesta Plaza

No 24 Smith Rd Suite 300
February 20, 1989 Midland TX 79705-4405

915688 0300
FAX915 688 0542

Amoco Production Company
P. 0. Box 3092
Houston, Texas 77253

Attn: Mr. Larry Flemming
Landman

RE: Scoggin Draw Area
Section 16, T18S-R27E
Eddy County, N.M.

Dear Mr. Cohlmia:

Sun Exploration and Production Company on behalf of Sun Operating
Limited Partnership is in the process of assembling a working
interest unit covering the east half of Section 16, T18S-R27E for the
drilling of a 9,700' Atoka/Morrow test.

We- respectfully request that Amoco farmout to Sun its oil and gas
leasehold covering E/2 of NE/4 and NE/4 of SE/4 Section 16, T18S-R27E
from the base of the Abo formation (approximately 6,200' subsea) to
100 feet below total depth drilled not to exceed the top of the
- Mississippian formation which is expected to be encountered at a
depth of approximately 9,800' on the following terms:

1. Sun would commence the actual drilling of a well for oil and/or
gas at a location of its selection on the east half of Section

16, T18S-R27E within one hundred eight {180) days from date of
the agreement,

2. The well will be drilled to a depth sufficient to thoroughly
test the Atoka/Morrow formations, or to a depth of 9,800',
whichever is the shallower depth.

3. Completion of the well as a producer of 0il and/or gas will earn
Sun an assignment of Amoco's leasehold for the base of the Abo
down to the stratigraphic equivalent of 100' below total depth
drilled, not to exceed the top of the Mississippian. The
assignment would reserve to Amoco the difference between .75 of
production and existing burdens with the option to convert its
reserved overriding royalty to a .25 working interest,

proportionately reduced to the proportion the Amoco leases bear
to the entire proration unit.

1L12/1003 - (1)



Farmout Scoggins Draw
February 20, 1989

We will appreciate your cooperation in this venture.

Respectfully,
SUN EXPLORATION AMWD/ PRODUCTION COMPANY

Y

Keith Nelscon
Senior Landman

plh

1L12/1003 - (2)
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Domestic Exploration
Northern Region Land

Sun Explorationand
Production Company
Sun Tower

ClayDesta Plaza

No 24 Smith Rd Suite 300
February 20, 1989 Midland TX 79705-4405

9156880300
FAX 915 688 0542

Chevron Company, USA, Inc.
P. 0. Box 1150
Midland, Texas 79702

Attn: Mr. Mickey Cohimia
Land Representative

RE: Scoggin Draw Area
Section 16, T18S-R27E
Eddy County, N.M.

Dear Mr. Cohlimia:

Sun Exploration and Production Company on behalf of Sun Operating
Limited Partnership is in the process of assembling a working
interest unit covering the east half of Section 16, T18S-R27E for the
drilling of a 9,700' Atoka/Morrow test.

We- respectfully request that Chevron farmout to Sun its oil and gas
leasehold covering W/2 of SE/4 and SE/4 of SE/4 Section 16, T18S-R27E
from the base of the Abo formation (approximately 6,200' subsea) to
100 feet below total depth drilled not to exceed the top of the
Mississippian formation which is expected to be encountered at a
depth of approximately 9,800 on the following terms:

1. Sun would commence the actual drilling of a well for oil and/or
gas at a location of its selection on the east half of Section
16, T18S-R27E within one hundred eight (180) days from date of
the agreement.

2. The well will be drilled to a depth sufficient to thoroughly
test the Atoka/Morrow formations, or to a depth of 9,800',
whichever is the shallower depth.

3. Completion of the well as a producer of o0il and/or gas will earn
Sun an assignment of Chevron's leasehold for the base of the Abo
down to the stratigraphic equivalent of 100' below total depth
drilled, not to exceed the top of the Mississippian. The
assignment would reserve to Chevron the difference between .75
of production and existing burdens with the option to convert
its reserved overriding royalty to a .25 working interest,
proportionately reduced to the proportion the Chevron leases
bear to the entire proration unit.

1L12/1002 - (1)



Farmout Scoggins Draw
February 20, 1989

We will appreciate your cooperation in this venture.

Respectfully,
SUN EXPLORATIPN PRODUCTION COMPANY
Kol Jlfe

Keith Nelson
Senior Landman

plh

1L12/1002 - (2)



EXCON COMPANY, USA

POST OFFICE BOX 1600 » MIDLAND, TEXAS 79702-1600

EXPLORATION DEPARTMENT i
WESTERN DIVISION !
e,

MIDLAND {ANp OFFicE

January 20, 1989

Re: Request No. AB-89-0005 (P)
Scoggin Draw Area
W/2 NE/4 Section 16-18S-27E
Eddy County, New Mexico

Mr. Keith Nelson

Sun Exploration and Production Company
Sun Tower

ClayDesta Plaza

No. 24 Smith Rd., Suite 300

Midland, Texas 79705-4405

Dear Mr. Nelson:

Your request for farmout dated January 17 has been assigned the number
AB-89-0005 (P) which you should caption in any future correspondence.

When we receive recommendation from management, Mr. Joe B. Thomas, Trades and
Units landman, will be contacting you with their decision.

Yours very truly,

A DIVISION OF EXXON CORPORATION
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AUTHORITY FOR EXPENDITURE PAGE 1

C.0. - P.1. SUMMARY AFE NO: 04481
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 07/12/89
AMOUNT . GROSS/NET: 492,000 / 184,500 ORIG GROUP: SOUTHWESTERN
EST COMPL DATE: DEPARTMENT: DRILLING SEGMENT: 22
BUDGETED: Y BUDGET CAT: D-PRI ONSHR GASPROP
BUDGET YEAR/AMOUNT: 89 / 184,500
ID NO/NAME : 0000000000 / SCOGGIN DRAW STATE COMM “C" WELL: 1
FIELD: RED LAKE /9707 COUNTY: EDDY STATE: NEW MEXICO
LOCATION: 1980' FEL & 13€0' FSL, SEC 18, T18S, R27E .
WKG INT-BCP:0.37500000 ACP:0.37500000 INC INT: TOT DEPTH:9900
OBJECTIVE: GAS RESERVES: OIL / 2B / 3 . GAS / 2B / 1580
(MBBL/MMCF)
COST ESTIMATE TO DRILL AND COMPLETE A 9900' MORROW GAS TEST.
GROSS  GROSS mmmmmmm TOTAL=—-==-=
ACTIVITY / ASSET CLASS QTY  INTANG TANG  GROSS NET
DRILL/COMPLETE 1 360000 132000 492000 184500
0IL/GAS . _ '
GRAND TOTAL | 360000 132000 492000 184500
A Bk
PREPARED BY: BOB BAKER CREATED ON: 02/08/89
¢ =em=DISTRICT-==-: -~JOINT OPERTN——:—Q}--REGION -----  ~HEADQUARTERS- -
APPROVED : : é Z : :
CONCURRENCE = § @ Frmbos S At
DISAPPROVE - :
DATE : 9t
NON . COMPANY/TITLE NAME /S TGNATURE DATE
OPERATOR :

APPROVAL



AUTHORITY FOR EXPENDITURE PAGE 1
C.0. - P.1. SUMMARY AFE NO: 04481
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 07/12/89
AMOUNT . GROSS/NET: 492,000 / 184,500 ORIG GROUP: SOUTHWESTERN
EST COMPL DATE: DEPARTMENT: DRILLING SEGMENT: 22
BUDGETED: Y BUDGET CAT: D-PRI ONSHR GASPROP
BUDGET YEAR/AMOUNT: 89 / 184,500
1D NO/NAME: 0000000000 / SCOGGIN DRAW STATE COMM “C" WELL: 1
FIELD: RED LAKE /9707 COUNTY: EDDY STATE: NEW MEXICO
LOCATION: 1980' FEL & 18€9' FSL, SEC 16, T18S, R27E —
WKG INT-BCP:0.37500000 ACP:0.37500000 INC INT: TOT DEPTH:9900
OBJECTIVE: GAS RESERVES: OIL / 2B / 3 . GAS / 2B / 1580
(MBBL/MMCF) -
COST ESTIMATE TO DRILL AND COMPLETE A 9900° MORROW GAS TEST.
GROSS  GROSS ------ TOTAL ===~
ACTIVITY / ASSET CLASS QTY  INTANG TANG  GROSS NET
DRILL/COMPLETE ) 1 360000 132000 492000 184500
0IL/GAS :
GRAND TOTAL | 360000 132000 492000 184500
BEFOLT MALVRNER STORNER
e S50
Lo F_ N ’€7f/;?:
o bede
PREPARED BY: BOB BAKER CREATED ON: 02/08/89
¢ <o =DISTRICT=-~=:=~JOINT OPERTN--:-cmm-m REGION----- - ~HEADQUARTERS~ -
APPROVED : QQQQ 3«// ‘
CONCURRENCE = J @ omboj 30 Qs
DISAPPROVE :
DATE : _rretS
NON - COMPANY/TITLE NAME /S IGNATURE DATE
OPERATOR

APPROVAL
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AUTHORITY FOR EXPENDITURE
€C.0. - P.I. ACTIVITY DETAIL
SUN EXPLORATION AND PRODUCTION COMPANY DATE
ACTIVITY: DRILL/COMPLETE ASSET CLASS: OIL/GAS
AMOUNT GROSS/NET: 492,000 / 184,500

PAGE 2
AFE NO: 04481
PRINTED: 07/12/89

ID NO/NAME: 0000000000 / WKG INT-BCP: 0.37500000
-ACP: 0,37500000

INTANGIBLE ITEMS PRODUCER DRY HOLE
LOCATION 45,000 45,000
FOOTAGE 163,000 163,000
DAY WORK 5,000 5,000
BITS & RMRS 1,000 0
WATER 7,000 7,000
MUD & CHEMICALS 12,000 12,000
CEMENT & CEMENT SERVICE 24,000 17,000
RENTALS 7,000 3,000
MUD LOGGING 3,000 3,000
LOGS - WLT- SWC - 14,000 14,000
CSG/TBG TOOLS/SERVIC 10,000 4,000
COMPLTN/WORKOVER RIG 7,000 0
WIRELINE / PERFORATN 17,000 0
STIMULATION 3,000 0
SUPERVISION 14,000 12,000
TRANSPORTATION 8,000 3,000
MISC & CONTINGENCY 20,000 17,000
TOTAL INTANGIBLES 360,000 305,000
TANGIBLE ITEMS SIZE  FEET PRODUCER DRY HOLE
CASING 8-5/8 1850 22,000 22,000
CASING 4-1/2 9900 56,000 0
TUBING 2-3/8 9400 35,000 0
WELLHEAD 11,000 3,000
OTHER DRILLING TANG 8,000 2,000
TOTAL TANGIBLES 132,000 27,000

TOTAL GROSS 492,000 332,000

TOTAL NET 184,500 124,500



EZFORE EXAMINER STOGNER

Oi Conservation Divisign
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OPERATING AGREEMENT
DATED

October 1 , 19 89

]

OPERATOR _ Oryx Energy Company

CONTRACT AREA  E/2 Sec 16 T18S-R27E

COUNTY OR PARISH OF ___Eddy STATE OF _New Mexico

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

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between Oryx Energy Company, as Managing

_General Partner of Sun Operating Limited Partnership hereinalter designated and
referred to as '‘Operator'", and the signatory party or parties other than Operator, sometimes hereinalter relerred 1o individually herein
2s ""Non-Operstor’’, and collectively as ‘'Non-Operators®’. !

WITNESSETH:

"WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identilied in
Exhibit **A'’, and the parties hereto have reached an agreciment to explore and develop these leases and/or oil and gas interests for the
production of oil and gas to the extent and as hercinalter provided,

NOW, THEREFORE, it is agreed as [ollows:

ARTICLE L.
DEFINITIONS

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

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

B. The terms “‘oil and gas lease’’, “‘lease’’ and ‘‘leaschold’’ shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which arc owned by the partics to this agreement.

C. The term 'oil and gas interests’’ shall mican unleased fee and mineral interests in tracts of land lying within the
Conuact Area which sre owned by parties to this agrecment.

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

developed and operated for oil and gas purposes under this agreement. Such lands, otstd-pes-iensehoid-interesio-and-oi-ond-gas-interests
are described in Exhibit “A"".

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

F. The term *‘drillsite’” shall mean the oil and gas lease or intesest on which s proposed well is to be located.

G. The terms *'Drilling Party'* and *‘Consenting Party"* shall mean s party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agrecment.

H. The terms ‘‘Non-Drilling Party'' snd ''Non-Consenting Party’’ shall mean s party who clects not to participate
in s proposed operation.

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

ARTICLE 11
EXI1uBITS

The lollowing exhibits, as indicated below and sttached hereto, are incorporated in and made a part hereol:
X A. Exhibit *'A"", shall include the following information:
(1) Identilication of lands subject to this agreement,
(2) Restrictions, if any, ss to depths, formations, or substances,
{3) Percentages or fractional interests of parties to this agreement,
(-Cil-endmpasns Lioeibandapass " "
(5) Addresses of parties for notice purposes.

;

C. Exhibit **C'*, Accounting Procedure.

D. Exhibit *'D'’, Insurance.

E. Exhibit "*E'’, Gas Balancing Agreement.
F

x
X
X
X Exhibit E Non-D'm:rimimlion and Certification of Non-Segregated Facilities.

;

Il any provision of any exhibit, except Exhibits *'E** and *‘G"’, is inconsistent with sny provision contined in- U\e body
of this agreement, the provisions in the body of this sgreement shall prevail.
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 111,
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Arca, that interest shall be treated for all purposes of this sgreement
and during the term hereof as il it were covered by the form of il and gas lease attached hereto as Exhibit **B'', and the owner thereal
shall be deemed to own both the royalty interest reserved in such leasc and the interest of the lessee thercunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and biabilitics incurred in vperations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Arca shall be owned, by the partics as their interests are sct
focth in Exhibit **'A*’, In the same manner, the parties shall alsa uwn all production of oil and gas {rom the Contract Area subject to the
psyment of royalties to the extent of___One=eighth (1/8¢ch) which shall be borue as hereinalter st forth.

Regardiess of which party has contributed the lease(s) andfor oil and gas interest(s) hereio on which royalty is due and
payable, each party entitled to seceive a share of production of vil and gas from the Conuact Area shall bear and shall pay or deliver, or
cause to be paid or delivered, 1o the extent of its interest in such production, tie royalty smoun stipulated hereinabove and shall hold the
other parties [ree [rom any liability therefor. No party shall ever be responsible, however, on s price basis higher than the price received
by such party, to any other party’s lessor or royalty owner, and il any such other party’s lessor or royalty owner should demand and
receive setilement on a hagher price basis, the party contributing the alfected lease shall bear the additional royalty burden attributable to
such higher price.

Nothing contained in this Article I1LB. shall be deemed an assignment or cross-assignment of interests covered hereby.
C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, il the interest of any party in any lease covered hiereby is subject to any royally,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article HLB., such party sv
burdened shall assume and alone bear all such excess obligitions and shall indeminily and hold the other partics hereto harmless [rom any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

It any party should herealier create an overriding royalty, production payment or othier burden payable out of production
sttributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit “*A"", or
was not disclosed in writing to all other parties prior to the execution of this ugreement by all partics, or is not a jointly acknowledged and
sccepted obligation of all parties (any such intcrest being hereinaliter referred to as *‘subsequently created interest™ irrespective of the
timing of its creation and the party out o! whose working interest the subsequently created interest is derived being hereinalter relerred
to ss “*burdened party'’), and:

1. Il the burdened party is required under this agreement to assign or relinquish to any other party, or partics, all or a portion
of its working interest and/or the production attributable thercto, said 6ther party, or parties, shall receive said assignment and/or
production {ree and clear of said subsequently created interest and the burdened party shall indennily and save said other party,
or parties, harmless [rom any and all claims and demands for payment asserted by owners of the subsequently created interest;
and,

2. If the burdened party lails to pay, when due, its share of expenses chargeable hercunder, all provisions of Article VILB. shail be
enlorceable against the subsequently created interest in the same manner as they are enforceable against the working interest of
the burdened pasty.

ARTICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any propused well prior to commencement of drilling operauons or, if
the Drilling Psrties 30 request, title examination shall be made on the leases and/or oil and gas interests included, or planned to be includ-
wd, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overndmg
royslty and production payments under the applicable leascs. At the time a well is proposed, each party contributing leases and/or oil and
gas interests to the drilisite, or to be included in such drilling unit, shall furnish (o Operator all abstracts (including federal Insc status
reports), title opinions, title papers and curative material in its possession free of charge. All such informstion not in the um of or
made svailable to Operator by the parties, but necessary for the examination of the title, shall be obtaincd by Operator, Operltor shall
Cause ttle to be examined by sttorneys on its stalf or by outside attorneys. Copics of sl title opinions shall be !urmshsd to c:ch party
beseto, The cost incurred by Operator in this title program shall be borne as [ollows: ( ( i

O |
<
v
e

shut-in gas royslty opinions and divisio 1 e 3 part of the administrative overhead as prov:;}ed u) !:xhnlm SCU
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ARTICLLE LV

continued .
] Option No. 2: Costs incurred by Operator in procuring absiracts and fees puid outside atweneys for title exumination
(including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party beurs to the total interest of all Drilling Parties as such interests appear in Ex-

hibit **A"’, Operator shall make no charge for services rendered by its stufl atiorneys or other pusonncl in the performance of the above
functions.

Each party shall be responsible for securing curative mualter and pooling amendments of agreements required in connection
with leases or oil and gas intesests contributed by such party. Opusator shall be responsible for the prepacation and recording of posling
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spucing or povling orders.
This shall not prevent any party from appearing on its own behall at any such hearing.

No well shall be driiled on the Contract Area until alter (1) the title (o the drillsite or dJrilling unit has been examined as abuve

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

B. Loss of Title:

" 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through Jailure of title, which loss resulis in 4
reduction of interest [rom that shown on Exhibit ""A"", the party contributing the allected lease or interest shall have ninety {(90) days
Irom linal determination of title {ailure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject to Article VIILB., and failing to do so, this agreenient, nevertheless, shall continue in force as (o sll remaining oil
and gas leases and interests: and,

(a) The party whose oil and gas lease or interest is aflected by thc title failure shall bear alone the entire luss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have therviofore paid or incurred,
but there shall be no additional liability on its part to the other parties hercto by reason of such title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received [rom the operation of the interest which has
been lust, but the intesests of the parties shall be revised on an acreage busis, as of the time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or interest is affected by the title filure will therealter be reduced in the Contract
Area by the amount of the interest lost;

{c) i the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is
increased by reason of the title lailure, the party whose title has fuiled shall receive the proceeds attributable to the increasc in such in-
terest (less costs and burdens atiributable thereto) until it has been reimbursed for unrecovered custs paid by it in connection with such
well;

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

(¢) Any liability to account to a third party for prior production of oil and gas which arises by reason of tile failure shall be
borne by the party or parties whose title failed in the sumic proportions in which they shared in such prior production; and,

() No charge shall be made to the juint sccount for legal expenses, fees or salarics, in connection with the delense of the interest
claimed by any party hereto, it being the intention of the parties hercto that cach shall defend title to its interest and bear all expenses in
connection therewidh,

2. Loss by Non-Payment or Erroncous Payment ol Amount Due: U, through mistske or oversight, any rental, shut-in wcll
payment, minimum royalty or royalty payment, is not paid or is crroncously paid, and as a result & lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment, Unless the party who fuiled to make the required
payment sccures s new fease covering the samie interest within ninety (Y0} days from the discovery of the failure 10 muke proper payment,
which scquisition will not be subject to Article VILB., the interests of the partics shall be reviscd on an acreage basis, ellective as of the
date of termination of the lcase involved, and the party who lailed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed o nike the
required payment shall not have been fully reimbursed, at the time of the loss, [rom the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretolore paid on account 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 ol the lollowing as is necessary 1o ellect reimbursement:

{s) Proceeds of oil snd gas, less operating expenses, theretolore accrued (o the credit of the Jost interest, on an acreage basis,
up to the amount of unrecovered costs;

() Procecds, less operating expenses, thereafter accrued attributable (o the lost interest on sn screage basis, of that portion of
oil and gas therealter produced and marketed (excluding production from any wells therealter dritied) which, in the nbwnu of such lease
termination, would be stiributsble to the lost interest on an acreage basis, up to the amount of unrecovered costs, the pruccv.-ds of said
portion of the oil and gas to be contributed by the other partics in propurtion to their respective interests: and, £

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

v )
l'l

3. chcr s: ANl losses incurred, other than those set forth in Articles 1V.B.1, and 1V.B.2. above, shall be ;ouu "lossus
and shall be borne by all parties in proportion 10 their interests. There shall be no readjustment of interests in the remaining poruon of
the Contract Area,
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

ORYX ENERGY COMPANY shall be the

Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. It shall conduct ali such operations in a good and workmanlike manner, but it shall
have no lisbility as Operator to the other parties for losses sustained or liabilities incursred, except such as may result from gross
negligence or willful misconduct.

B. Resi;nat.ion or Remova! of Operator and Selection of Successor:

1. Resignation or lcmvll of rator: Operator mey resign at any time by giving written notice thereof to Non-Operstors.

If Operalor termine egal existence, no longer owns an interest in the Contract Ares or becomes f{nsolvent or becomes
bankrupt or s plued in ncelvorship. 1t shall cease to be Operator without any action by Non-Operator, except the selection
of & successor. Operator may be removed if it fails or refuses to carry out its duties hereunder or 15 no longer capable of
serving as Operator by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as

on Exhibit "A", after excluding the voting interest of Operator. Such resignation or removal shal) not become effective
wntil- 7 00 o'clock A.M. on the first day of the calendsr month following the expiration of ninety (90) days after the giving
of mptice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor Operator has been
selected and assumes the duties of Operator at sn earlier date. Operator, after effective date of resignation or removal,
shall be bound by the terms hereof as Non-Operator, A change of a corporstfon name or structure of Operator or transfer of
Operator’'s interest to any single subsidiary, parent or successor corporation shall not be the basts for removal of Operator.

2. Selection of Successor 0§rator: Upon the resignation or removal of Operator, & successor Operator shall be
selected by the affirmative vote of the parties owning 8 majority interest based on ownership as shown on Exhibit "A". The
-guccessor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator s selected. If the Operator that is removed fails to vote or votes only to succeed {tself, the successor Operator
shall be selected by the affirmative vote of those parties owning & majority interest based on ownershap as shown on Exhibit
"A", and after excluding the voting interest of the Operator that was removed. .

C. Employees:

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

D. Drilling Contracts:

Al wells drilied on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing
rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operstions are commenced, and
such work shall be performed by Operator under the same terms and conditions as are customnary and usual in the area in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE VI
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the_315t day of December . 1989 . Operator shall commence the drilling of a well for
oil and gas at the following location:

At a legal location in the E/2 of Section16 , T185-27E, Eddy County, N.M.

and shall thereafter continue the drilling of the well with due diligence to :
a depth sufficient to test the Morrow Formatwn or to 9900', whichever %
is the lesser dépth Ve

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling xmpnagd is en-
mmwednnluudept.h orunlesmpnmesagreewwnpleteorabmdmthewellaulmerdepth
SN \
Operator shall make reasonable tests of all formations encountered dunng drilling which give indication d conuuv:x‘ng ;:l and
gas in quantities sufficient to test, unless this agreement slull be hmned in its apphcauon to a specific formation or tormmons. in Whlch
' SRR
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ARTICLE V1
continued

If, in Operator's judgmient, the well will not produge oil or gas in paying quantitics, and it wishes to plug and abandon the
well as a dry hole, the provisions of Article VLE.L. shall theeeafter apply.

B. Subsequent Operations:

1. Proposed Operatons: Should any party hereto desice to drill any well on the Conuract' Area other than the well provided
for in Article VILA., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all
the parties and not then producing in paying quantitics, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work (o be perlormed, the location, proposed depth, objective forma-
tion and the estimated cost of Uie operation. The partics receiving such a notice shall have thirty (30) days alter reccipt of the notice
within which to notily the party wishing to do the work whether they clect to participate in the cost of the proposed operation. If a drill-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the responsc period shall be
limited 10 forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or
response given by telephone shall be promptly conliriied in writing.

If ali parties elect to participate in such a proposed operation, Operator shall, within ninety (9U) days after expiration of the notice
period of thirty (30) days (or as promptly as possible after the expiration ol the fosty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually comunence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hercto; provided, however, said conunencement dite may be extended upoun written notice of same by Operator to the other parties,
for a period of up Lo thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rights-ol-way) or appropriate drilling equipment, or to complete title ex-
amination or curative matter required [or. title approval or acceptance, Notwithstanding the force majeure provisions of Article X1, if the
actual operation has not been comimenced within the tinie provided {including any extension thereul as specifically permitted herein) and
il any party hereto still desires to conduct said vperation, written nolice proposing same must be resubmitted Lo the otlier parties in accor-
dance with the provisions hereof as il no prior proposal had been made. v

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article VLL.1. or VILD.1. (Option
No. 2) elects not to participate in the propased operation, then, in order to be entitled to tie benelits of this Article, the party or partics
giving the notice and such othier parties as shall elect to participate in the operation shall, within ninety (9U) days alter the expiration of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a deilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perlorm all
work for the account of the Consenting Partics; provided, however, if no drilling rig or other equipment is on location, and il Operator is
a Non-Consenting Parly, the Consenting Parties shall either: (a) request Operator 1o perlorm the work required by such proposed opera-
tion for the account of the Consenting Partics, or (b} designate one (1) of the Consenting Parties as Operator to perform such work, Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Article V1.B.2., shall comply with all ters and con-
ditions of this agreement.

I( less than all parties spprove sny proposcd operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within fortycight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after reccipt of such notice, shall advise the proposing party of its desire'to (a) limit par-
ticipation to such party’s interest as shown on Exhibit "*A’" or () carry its proportionate part of Non-Consenting Partics' interests, and
faiture (o advise the proposing party shall be deemed an clection under (a). In the event a drilling rig is on location, the time permitted lor
such a response shall not exceed a total of forty-cight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at its election, may withdraw such proposal if Uiere is insulficient participation and shall promiptly notily all parties of such decision.

The entire cost and risk of conducling such operations shall be borne by the Consenting Parties in the proporlions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such
operations {ree and clear of all liens and encumbrances of cvery kind created by or arising [rom the operations of the Couscmmg Parties.
1f such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their
sole cost, risk and expense. If any well drilled; reworked, deepencd or plugged back under the provisions of this Article resuhs in a pro-
ducer of oil and/or gas in paying quantities, the Consenting Partics shall complete and equip the well to produce at their sole cosl and risk,
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ARTICLE VI
continued

and the well shall then be turned over to Operator and shall be uperated by it ut the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, decpening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished 10 Consenting Parties,
and the Consenting Partics shall own and be entitled to receive, in proportion to their respective interests, alf of suchi Non-Consenting
Party's interest in the well and share of preduction therelrom until the proceeds of the sale of such share, calculated at the well, or
market value thereof il such share is not sold, (after deducting production taxes, excise taxcs, royally, overriding royalty and other in-
terests not excepted by Article 111D, payable out of or measured by the production froms such well geeruing with respect to such interest
until it reverts) shall equal the total of the followiny:

{a) 100% of each such Non-Consenting Party’s sharc of the cost of any newly acquired surface equipment beyond the wellhead
connections (including, but not limited to, stock tunks, separators, treaters, pumping equipnient and piping), plus 100% of cach such
Non-Consenting Party s share of the cost of operation of the well commencing with lirst production and continuing until cach such Non-
Consenting Party's relinquished interest shall revert to it under uviher provisions of this Article, it being agreed that each Non-
Consenting Party's share of such costs and equipnient will be that interest which would have been chargeable 1o such Non-Consenting
Party had it participated in the well from the beginning of the opurations; and

(b)) —300_% of that portion of the costs and expenses of drilling, reworking, deepening, plugging Lack, testing and completing,
afier deducting any cash contributions received under Article VHLC., and 300 % of that portiun of the cost of newly acquired equip:
ment in the well (1o and including the welihead connections), which would have been chargeable to such Non-Consenting Party il it had
participated therein.

:

An clection not to participate in the drilling or the dvepening of a well shall be deemed an election not o participate in sny re-
working or plugging back operation proposed in such a well, or portion thereof, to which the initisl Non-Consent election applied that is
conducted at any time prior to full recovery by the Consenting Partics of the Non-Consenting Party’s recoupiient accopnt. Any such
reworking or plugging back operation conducted during the recoupment period shail be deemed part of the cost of operation of said well
and there shall be added to the sums to be recouped by the Consenting Parties one hundred pervent (100%) of that portion of the costs of
the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. I
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB, shall be ap-
plicable as between said Consenting Parties in said well.

During the period of time Conscnting Partics are entitied to receive Non-Consenting Party’s share of production, or the
proceeds therelrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other

taxes, and all royalty, overriding royalty and other burdens applicable w Non-Conscenting Party s share of production not excepted by Ar-
ticle I11.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Partics shall be perinitted to use, [ree
ol cust, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; snd upon
sbandonment of 8 well alter such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
ment to the owners thereol, with each party receiving its proportionate part in kind or in value, less cost of salvage.

Within sixty (00) days alter the completion of any operation under this Article, the party conducting the operations lor the
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an
itemized statement of the cost of drilling, deepening, plugging back, testing, vompleting, and equipping the well for production; or, at its
option, the operating party, in licu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
ings. Each month thereafter, during the time the Consenting Partics are being reimbursed as provided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Partics with an itemized statement of all costs and liabilities in-
curred in the operation of the well, together with a statement of the quantity of oil and gas produced [rom it and the amount of, proceeds
realized from the sale of the well's working interest production during the preceding month. In determining the quantity of 6:1 and gas
produced during any month, Consenting Partics shall use industry accepted methods such as, dwrt-nettimited-to, metering er-periedic
sselliociss Any amount realized {rom the sale-or other dispusition of equipment newly acquired in connection with any suclii@mration
which would have been owned by a Non-Consenting Party had it participated therein shall be eredited against the total unrcu_x{ncd 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.

G-
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ARTICLE VI
conlinued

If and when the Consenting Parties recover from a Non-Consenting Party's relinquishied interest the amounts provided for above,
the relinquished interests of such Non-Consenting Parly shall automatically revert to it, and, from and alter such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and cequipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, decpening or plugging
back of said well. Therealter, such Non-Consenting Party shall be charged with and shall pay its proportionate part ol the further costs of
the operation of said well in accordance with the terms of this agrezuent and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VL.B.2,, it is agreed that without the mutual consent ol all partics, no wells shall
be completed in or produced {rom a source of supply {rom which a well located elsewhere on the Contract Area is producmg. unless such
well conforins to the then-existing well spacing pattern for such source of supply.

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

3. Stand-By Time: When a well which has been drilied or decpencd has reached its authorized depth and all tests have been
completed, and the results thereof furnished 1o the parties, stand-by costs incurred pending response to a pasty's notice proposing a
reworking, deepening, plugging back or completing vperation in such « well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all partics responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Partics pursuant (o the terms of the second gram-
matical paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insullicient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party's interest as shown on Exhibit **A"* bears (o the total interest as shown on Exhibit **A"" of all C'onscnling Par-
ties.

4, Sidetracking: Except as hereinafter provided, those provisioas of this agreement applicable to a *“*deepening’’ operation shall
also be applicable o any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole
location (herein called *‘sidetracking’®). unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difliculties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
allected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as [ollows:

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

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

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

stances the response period to a proposal for slde(rackmg shall be limited to thirty (30) days. i

ifis
|', i
’I
-]

C. TAKING PRODUCTION IN KIND: f !

Each party shall take in kind or scparately dispose of its proportionate share of all oil and gas produced lrom (he Conlrlc\ Arca,
exclusive of production which may be used in development and producing operations and in preparing and ttenung oil ||ul gas for
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the lakmg in kind or sepqrage dxsposmon by any
party of its proportionate share of the production shall be borne by such party.

w e .
s 'n oy - .\-,- LE)
PIFletes @ W onnt Wy )oes

Wt AN et g Tepa e




20
2}

22
23
24
23
2G
27
28
29
30
31

LY )
33
34
3
36
37
38
39
40
41
42
413
441
43

46
47
48
49
30
31

32
33
34
33
36
37
38
39
60
6l

62
63
oA
63
66
67
08
09
0

~

A.AP.L.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982
ARVICLE VI

conlinued
required—to-pey—{or-oniy-it-propertiontieshareofsuch-part-o[-Operatoria-surlaceloeilitieswhiel-ituses.

Iinch party shall execute such division orders snd contracts as nmiay he necessary for the sale of its interest in production lrom
the Conteact Aren, and, except as provided In Article VILI., shall be entitled 1o receive payment direcily from the purchaser thereof for
Its share of all production.

In the event any party shall fail to maks the arrangements necessary to take In kind or separately disposs of Its
proportionate share of the ofl and gas produced from the Contract Area, Operator shall have the right, subject to the
revocation at will by ths party owning it, but not ths obH?nHon. to purchase such ofl and gos or sell It to others at any
time and from tims to time, snd shall account to such party for the actual net proceeds recelved for such production, {f sold,
or the current market price {f purchased by the Operator, Any such purchase or sale by Oparator shall be subject always to the
right of the owner of the production to exercise at any time fts right to take in kind, or separately disposs of, {ts share of
a1l of) and gas not praviously delivered to a purchaser, Any purchase or sale by Operstor of any other party's shire of oll
snd gas shall be only for such reasonable perfods of time as are consistent with tha minimum needs of the {ndustry under the
part?cuhr ¢ircumstances, but in no event for a perfod In #xcess of one (1) year, (totwithstanding the forgoiny, Operator
shall not make a sale, fncluding one fnto fnterstate commerce of sny other party's share of gas production without first giving
such other party sixty (60) days notice of such intended sale, ’

In the event one or more partles’-separaie dispositlon of lts sharc of the gas causes split-stream deliveries to separute pipelines undlor
deliveries which on a day-to-Jsy basis.for any reason are not exactly equal to a periy's respective proporiionate share of tuts) gus sales tv
be allocated to it, the balanclng or accounting beiween the respective accounts of the parties shall be In sccordance with any gos baluncing
agrecinenit between the partles hereto, whether such un ngreement s attoched as Exhibit **B'', or is a separate sgecement.

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at nll reasonable titnes, at its sole cost and risk to inspect or observe operations,
snd shall have access at reasonable times to Information pertaining to the developnient or operation thereof, including Operator’s books

_and records relating thereto. Operntor, upon request, shall furnish each of the other partics with coples of all lorms or reports liled with

governmental sgencles, dally driliing reports, well logs, tank tables, dally gaupe and run tickets and reports of stock on hund at the fiest of
ench month, and shall make availuble sumples of any cores or cuttings tuken {rom any well drilled on the Conteact Aren. "The cast of
gathering and furnishing Information (o Non-Operator, other thun that specilied abuve, shall be charged to the Nun-Operetor that re-
quests the Information.  Notwithstanding anything to the contrary, a Non-Operator who is in
default under Article VII.B shall have no rights under this Article VI.D.

I, Abandonment of Wells ’

1. Abandonment of Dry Hales: lixcept for any well drilled or deepened pursuant to Article VLD.2,, any well which has been
drilled or deepened under the terms of this agreement and Is proposed 1o be completed 35 a dry hole shall not be plugged and abandoned
without the consent of all partles, Should Operator, after diligent elfor, be unable to contact any party, or should any ety loil to reply
wlthin forty-eight (48) hours (excluslve of Saturday, Sunday and legal holldays) alter receipt of notlee of the proposal to plug snd abandon
such well, such party shall be deemed to have consented to the proposed sbandontment. All such wells shall be plugged ond nbandoned in
accortlance with applicable regulations and at the cost, risk and expense of the pariies who pasticipated In the cost of drilling or deepening
such well. Any party who objects to plugging and sbandoning such well shall have the right to take over the well and conduct further
operations in search of oil and/or gas subject to the provisions of Article VLD,

2. Abandonnient of Wells that have Produced: Except for any well In which a Nan-Consent operation has been conducted
hereunder for which the Consentlnyg l"urtles have not been fully reimhursed as herein provided, any well which has been completed os 2
producer shall not be plugged and abandoned without the consent of all parties, If ull parties consent to such abandonment, the well shull
be plugged and abandoned In accordance with appiicable regulations and at the cost, risk and expense of all the parties hereto. If, within
thirty (30) days alter recelpt of notice of the proposed abandonment of any well, all parties tlo not agree 1o the abandonment of such well,
those wishing to contlnue Its operation from the Interval(s) of the fermation(s} then-open to production shall lender to eacli of the other
pariles lis proportionate share of the value of the well's salvable material xnd equipment, determined in accordance with the provisions ol
Exhibit **C*’, less tie estimaied cost of salvaging and the estimated cost of plugging and sbandoning. Bach abandoning party shall assign
the nonabandoening partles, without warranty, express or Implied, s to title or as to quantity, or fitness for use of the equlpment and |
material, alt of Jis Interest In the well and related equipment, together with its Interest in the leaseliold estate o3 to, but only as to, the in-
tervsl or Intecvals of the-formatlon or formations then open to pruductlon. I the Interest of the abandoning party Is or includes sn oil and
s Interest, such party shall execute and deliver to the non-abrndoning party or parties an oll snd gas lease, limlied to the Interval or In-
tervals of the formation or formatlons then open to productlon, for & term of one (1) yesr and so long therealier s oll sndfor ges Is pro-
duced from the interval or Intervals of the formation or formations covered thereby, such lvase to be on the form uttuched as Bxhiblt
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ARTICLE V1
continued
**B'', The assignments or leases so limited shall encompass the **drilling unit'" upon which the well is located. The payments by, and the

assignments or leases to, the assignves shall be in a ratio busgd upon the relationship of their respective percentage of participation in the

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

Therealter, abandoning parties shall have no further responsibility, liubility, or interest in- the operation of or production [rom
the well in the interval or intervals then open other than the royalties retained in any lcase made under the terms of this Article. Upon re-
quest, Operator shall continue to operate the assigned well for the account of the non-sbandoning garties at the rates and charges con-
templated by this agreement, plus any additional cost aud charges which may urise as the result of the separate ownership of the assigned
10 well. Upon proposed abandonment of the producing interval(s) ussigned or leased, the assignor or lessor shall then have the option to
11 repurchase its prior interest in the weil (using the same valuation formula) and participate in further operations therein subject to the pro-
12 visions hercol.

OO~ DN

i4 3. Abandonment of Non-Consent Operations: The provisions of Article VLL.1. or VLE.2. above shall be applicable as between
15 Consenting Partics in the event of the proposed abandosnient of any well excepied rom said Articles; provided, however, no well shall be
16 pernmunently plugged snd abandoned unless and untif all partics having the right to conduct further operations therein have been notilied
17 of the proposed abandonment and alforded the opportunity w eleet W take over the well in accurdance with the provisions ol this Article
18 VILE.

19 -

20 ARTICLE VIIL

i; EXPENDITURLS AND LIABILITY OF PARTILS

23 A Lialility of Parties:

24

25 "The liability of the parties shall be several, not joint or collective. Eacl party shall be responsible only for its obligations, and
26 shall be liable only for its proportionate share of the costs ol developing and operating the Contract Area. Accordingly, the liens granted
27 among the parties in Article VILD. are given to secure vnly the debts of cach severally. It is not the intention of the partics o create, nor
28 shall this agreement be construed as creating, « mining or other partnership or association, or to render the parties liable as partoers.
29

30 B. Liens and Payment Defaults:
31

32 Each Non-Operator grauts to Operator a lien upon its vil and gas rights in the Contract Areu, and a security interest in its share
33 ol oil andfor gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon
34 at the rate provided in Exhibit *“C"". To the extent that Operater has a securily interest under the Uniform Comunercial Code of the
35 state, Operator shall be entitled 10 exercise the rights and remedies of a sccured party under the Code. The bringing of a suit and the ob-
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise allect the lien
37 rights or sccurity interest as security lor the payment thereol. In addition, upon default by any Non-Operator in the payment of its share
38  of expense, Operator shall have the right, without prejudice 1o vther rights or remedies, to collect from the purchaser the proceeds {rom
39 the sale of such Non-Operator’s share of oil andfor gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any delault. Operator grants a like lien
41 and security interest 1o the Non-Operators to secure payment of Operator's proportionate share of expense.

42

43 Il any party fails or is unable to pay its share of expense within sixty (01)) days alter rendition of a statement therelor by
44 Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportivn that
45  theinterest of cach such party bears to the interest of all such partics. Each party so paying its share of the unpaid amount shall, to obtain
46  reimbursement thercof, be subrogated to the sccurity rights described in the loregoing paragraph.

¥

47

48 C. Payments and Accounting:

49

30 Except as herein otherwise specilically provided, Operator shall pramply pay and discharge expenses incurred in the development

31 and operatipn of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
32 tionate shares upon the expense basis provided in Exhibit *'C'", Operator shall keep an accurate record of the joint account hereunder,
33  showing expenses incurred and charges and credits made and received.

54

33 Operator, at its election, shall have the right from time to time to demand and receive from the other partics payment in advance
36 ol their respective shares of the estimated amount of the expense to be incurred in operations hereunder during tlie next succeeding
37  month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
38  with an invoice for its share thereol. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
39 on or belore the 20th day of the next preceding month, Each party shall pay to Operator its proportionate share of such estinijte within
G0 filteen (15) days after such estinate and invoice is received. I any party fails 1o pay its share of said estimate within said time, 1be amount
61  due shall bear interest as provided in Exhibit **C"' until paid. Proper adjustment shall be made monthly between advances and ncxual ox-
62 pense to the end that cach party shall bear and pay its proportionate share of actual expenses incurred, and no more. : i

63 ' .

64 D. Limitation of Expenditures:

65

66 1. Drill or Deepen: Without the consent of all partics, no well shall be drilled or decpened, except any well dnllv;d pl": 1§

67  pursuant to the provisions of Article V1.D.2. of this agreement. Consent to the drilling or dccpcnmg shall mclude' é
68

69
70

o
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ARTICLI VI

coulinued
1 I Uption Nu. 1 All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including
2 ncccs;u.r_y_t_m—litmud/ur surlace lacitities. .
3
4 X Option No. 2: All necessary expendituces lor the deilling or decpening and testing of the well, When such well bas reached its
5 authorired depth, and all tests have been completed, and the results thereol furnished to the parties, Operator shall give immedione notice
0 to the Non-Operators who have the right o participate in the completion costs. Ihe partics receiving such notive shall have loriyviplht
7 (48) hours {exclusive of Suturday, Sunduy and legul holiduys) in which to elect to participate in the setting of casing and the completion m-
A tempt. Such clection, when made, shnll include consent 1o ol necessary expenditures for the completing and equipping of such well, in-
9 cluding necessary tankage andfor surluce Iacilities. Failure of any parly receiving such notice to feply within the period above fixed shall
10 constitute un election by that party not te participate in the cost of the completion attempt. Il one or more, but less than sll of e partics,
1 vlect to set pipe snd 1o attempt 3 completion, the provisions of Artivle VID.2. hereol (the phrase *‘reworking, decpening or plugging
12 buck™* ns contained in Article VLI 2, shall be deemed to include “*completing”*) shall apply 1o the operutions thereafter vonducted by less
13 than all parties.
14 ) .
13 2. Rework or Plug Back: Without the conseat of alt pueties, oo well shall be rewarked or phggged back except o well ieworkad or
10 phagired Tack pursuant o the provisions of Article VLIL2, of this aprecarent, Consent 1o the reworking or pluggiog back of a well shall
17 inchnde ol necessary expenditures i comlucting such operations and completing and equipping of said well, incliding necessaey timknge
1N andlor surlace lucilities,
19
20 T3 Otier Operativns: Withowt the_consent of all partivs, Operator: shall not undertake any single project reasonubly estinued
21 w0 require an eapenditure in excess ol __Iwenty-Five Thousand Dollars (3. 25,000.00 )
22 eacept in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
23 previously authorized by or pursuant 1o this agreement: provided, however, tiat, i case of explusion, lire, Hood or odier sudden
21 cmergency, whether of the same ar dillerent nature, Opertor may tike such steps and incur such expenses as in its opinivi are reguired
2% to deal with the emergency tu saleguard lile und property but Operatur, us omptly as possible, shall report the emergency 1o tie other
26 partivs. H Operator prepares an authurity lor expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting
27 an information copy thereol for any single project costing in excess ol _1€0N Thousand-==-=-~--=~--=-~e-ccee-n--
28 Duliars {3 10, 060 .00 ) but less than the’amount fist set dorth.above i this parageaph,
29 ' '
30 E.  Rentals, Shut-in Well Payments and Minimuw Royualties:
M .
a2 Rentals, shut-in well payments and minimuim royalties whicli may be required undee the terms of any lease shall be paid by the
33 pasty or parties who subjected such lease to this agrecment st its ar their expense. I the event two or more parties owarand have con-
34 tributed dnterests in the same lease o this agreement, such partics may designate one of such parties o make said payments for aond an
3% beball of all such pacties. Any party may request, and shall be entitled o reecive, proper evidence of all such payments. T the event of
6 failure (o make proper payment of any rental, shut-in well paymeat or minfimum royalty through mistake or oversight where sucl pay-
37 ment is cequired o continne the lease in force, any loss which resualis from such noa-payment shadl be borne in accordance witls the pro-
M visions ol Article 1V.1,2,
39
A0 QOperator shall notily Non-Operator of the anticipsted completion of @ shut-in gas well, or the shutting in or return o production

4l of a producing gas well, at Jeast five (9) days (excluding Saturday, Sunday and Jega) holidays), or at the earliest opportunity permitted hy
42 circumstances, prior Lo taking such action, but assumes no iability for failuee to du so. In the event of failure by Operatar (o so natily
43 Non-Operator, the Joss of any fcase contributed hereto by Non-Operator lur lailure 1o make timely payments of uny shut-in well payment
A4 shall be borne juindy by the parties hereto under the provisions of Article 1V.13.3.

43 When sales commence, Operator shall notify Non-Operator of the date of first sale.
a6 F. Taxes:

47

48 Beginning with the first calendar year alter the effective date heeeol, Operator shall render for ad valorent taxation all propenty
A9 subject 1o this agreement which by Jaw should be rendercd or such taxes, and it shall pay all such taxes assessed thereon belore they
50 become delinguent. Prior 1o the rendition date, each Nou-Operator shadl furnish Operator information ns o buedens (ta include., but not
S he limited 1w, royalties, overriding royaliies and production paymenis) on leases and oil and gas interesis contributed by such Non.
$2 Operator, I the assessed valuation of any leaschold estaie is redueed by reason ol its being subject to outstnding eacUss royalties, vver-
53 ciding royalties or production payments, the seduction insd valorem taxes resulting therefrom shall inure w the benedit of the owner o
4 owaers af such leaschald estate, amd Operator shall adjust the charge to sucl owner or owners so as 10 retlect the benelit of such redve
35 tiows, 1 ghe el vadorens taxes are based in whole or in part upon separste valuations of each party's working interest, then nobwithstading
36 aoything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
37 value penerated by each party's workingg interest, Operator shall bill the viher parties for their propoetionate shares of all tax paymens in
R the maaner provided in Exhibit ¢,
Y ) .
ol 16 Operator considers any tax assessient improper, Opertor may, at its disrwliun.. protest within the time wd manner
61 prescribed by baw, and proseeute the protest 1o a final determination, unless all parties apree t abandon the pratest prior W final deter-
62 mimation. During the pendency of administeative or judicial procesdings, Operator nmy elect (o pay, under protest, all such taxes aml any
63 interesiand penalty. When any such protesied assessment shall have been finally determined, Ogicrator shadl pay the tax lor the juing ac-

{

¢ comntoiopether with any interestand penalty acerued, and the wlal cost shall then be assessed against the partics, s e paid by them, as
65 provided in Exbibit 'C*".

oh -’ .

07 Each party shall pay or cause 0 be paid all production, severance, excise, gathering wid otier taxes inposed upon or Wit ispect to
6K the production or handling of such party's share of uil andfor gas prosuced under tie ters of this uprecient, .

6Y
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ARTICLE Vil
continued

G, lasurance:

At all times while operations are conducted hercunder, Opermtor shiall comply with the workien’s compensation law of
the state where the operations are being conducied; provided, however, that Operator may be a sell-insurer for liability under szid com-
pensation laws in which event the only charge that shall be mude to the joint account shall be as provided in Exhibit **C"*. Operator shall
also carry or provide insurance for the benelit of the joint account of the parties as outlined in Exhibit **D™*, attached to and made a part
hereof. Operator shall require all contraciors engaged in work on or for Uie Contract Area to comply with the workmen's compensation
jaw of the state where the operations are being conducied and to maintain such other insurance as Operator may require.

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

ARTICLE VIII,
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surreader of Leases:

- The leases covered by this sgreement, insofur as they embrace sereage in the Conteact Area, shall not be surrendered in whole
or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in an} lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material und equipment which may be Jocaled thereon and any rights in production
therealter secured, to the partics not consenting to such surrender. Il the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties nol consenting to such surrender an oil and gas lease covering
such oil and gas interest {or a term of one (1) year and so long therealter as oil and/or gas is produced from the land covered thereby, such
lease 10 be on the form awtached hereto as Exhibit **B"". Upon such assignment or lease, the assigning party shail be relieved from all
obligations therealter accruing, but not therctolore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no lurther interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lesseq shall pay to the
party assignor or lessor the rcasonable salvage value of the lutier's interest in any weils and equipment attributable to the assigned or leas-
ed acreage. The value of ali material shall be determined in accordance with the provisions of Exhibit *'C'", less the estimated cost of
salvaging and the estimated cost of plugging and abanduning. I the assignment or lease is in lavor of more than one party, the interest
shall be shared by such partics in the proportions that the interest of each bears to the total interest of all such partics.

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

assigned, leased or surrendercd, and subsequent operations thereon, shall not therealter be subject to the terms and provisions of this
agreement,

B. Renewal or Extension of Leases:

I any party secures s renewal of any oil and gas lease subject to this agreement, all other parties shall be notified prosnptly, snd
shall have the right for a period of thirty (30) duys lollowing receipt of such notice in which to elect to participate in the ownership of the
renewal lease, msolar as such lease aflects fands within the Contract Area, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the
interests held at that time by the parties in the Contract Area.

I some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the partics
who elect to pacticipate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
1o the aggregate of the percentages of participation in the Contract Arca of all parties participating in the purchase of such renewal lcase.
Any rencwal lease in which less than all parties elect to participate shall not be subject to this agreement, '

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

The provisions of this Article shall apply to renewal leases whether they are for thie entire interest covered by the expiring lease
or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or
contracted for within six (6) months aflter the expiration of the existing lcase shall be subject to this provision; but any lease takgn or con-
tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be aulnccl 10

the provisions of this agreement, (iv' '
. Fipr

The provisions in this Article shall also be applicable to extensions of oil and gas leases. l,f"L

It}

H : ,

. C. Acreage or Cash Contributions: l}: 1||
sl |

While this agreement is in {orce, il any party contracts for a contribution of cash towards the drilling o( & well or-:ny other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other oporluon apd)sl all be
applied by it against the cost of such drilling or other operation. If the contrilrution be in the form of acreage, the parlx (o whdid the con-
tribution is made shall promptly tender an assignment of the acresge, without warranty of itle, to the Drilling Partics pr}_lhr pxoﬁqnlons

iy PR

lln oy e TR TN r'*‘k-"'l

tooapt e sk vt e it b, Ve

wetes.ta pisize dlvatrealomdea

-11-



16
17
8
19
20
21
22
23
24
29
26
27
28
29
30
L)
a2
33
34
35
36
LY
38
LV
40
41
42
413
44
4%
a6
A7
48
49
0
51
32
33

33
30
37
54
39
60
0!}
02
03
¢4
6%
({0
07
OH
oY
u

AALPL FORIA 610 - MODIEL FORM OPERATING AGREEMENT - 1982

ARTICLLES VI
corlinued
said Drilling Puarties shared the cost of drilling the well, Suph acreagie shall become o separute Contract Areicand, to the extent |fossil;lc, he
governed by provisions identicul 10 this agreement, Lach pacty shall promptly notity all other parties of any acreage or cash contributions
it may obtain in support of any well or any other operntion an the Contract Arca, The sbave provisions shall also be spplicable w0 op-
vonal rights to ¢arn ncreage outside the Contract Area which are in support of a well dritied inside the Contract Arca,

W any party contructs for any consideration refating to dispasition of such party's share of substances produced hereunder, such
consideration shall not be deemed a contribution as contemplated in this Article VIILC.
1

1. Maintenance of Unilorm Interest:

For the purpuse ol muintaining uniformity of vwaership in the oil und gas leaschold interests covered by this agreament, no
a
party shall sell, encumber, transfer or make other disposition of its fnterest in the lesses embruced within the Contract Area and in wells,
equipment und production unless such disposition covers either: '

L. the eotire interest of the party in all Jeases and equipient aind production; or
2, un el wadivided dnterese i all feases and equipaient and peaduction o tie Contract Ares.

Every such sale, encumbrance, transler or other disposition made by uny party shall be made expressly subject to this ngreement
and shall be made without prejudice 10 the sight ol the othier parties.

1f, ut uny time the interest of any party is divided amony a:d vwned by lour or more cowwaers, Opurator, at its discretion, inay
require such cu-owners (o appoint a single trusice or agent with full authority to receive notices, approve expenditures, receive billings for
and upprove and pay such party’s share of the joint expenses, and s deal genceally with, and with power w hind, the co-owners of such
party's interest within the scope of the operations embraced in this ngreement; bowever, ull such co-owners shall have the right o enter
into nnul execute all contracts vr ageeements for the dispusition of their respective shares of the oit and gus produced from the Contruct
Area and they shall have the right to receive, separately, payment ol the sale;proceeds thereol.

15, Waiver of Rights to Partition:

’
It permitted by the laws of the stale or states in which the property covered herehy is located, each party hereto owning an
undivided interest inn the Contract Area waives any and all rights it nay have to purtition and have set aside 1o itin severalty its undivided

interest therein,
F. Preferential Right to Pucchase:

Should any party desire to sell all or any part ol its interests under this agreement, or its rights and interests in the Contract
Arcy, it shull prompuly give written notice (o the other parties, witis [ull information concerning its proposed sale, which shall include the
name snd address of the prospective purchuser {who must be ready, willing and able to purchase), the purchase price, and ull other terms
of the offer, The other partics shall then have an optional prior right, for u period of ten (10) days after receipt of the notice, to purchase
on the same terms and canditions the interest which the other party proposes to sel; and, il this optional right is exercised, the purchas-
ing partics shall share the purchased interest in the proportions that the interest of each bears to the total interest of all purchasing par-
tivs. However, there shall be no prelerential right to purchuse in those cases where any party wishes 1o mortgage its interests, or lo
dispuse of its interests by merger, reocganization, consolidation, or s:nlu ol all gesulistuntisly-sl-aliv-assei-to-amisidinp-erprrent-eom-

TSI YT T ey & SR g o
subsid 1 ary or a parent company, or A plsdm ary of a parent cowmpany,
INTERNAL REVENUE CODLE ELECTION

‘This agreement is not intended to create, and shall nat be construed to create, a relationship of partnership or an association
for prolit between or among the parties hereto, Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not juint or collective, or thut this sgreement and operations hereunder shall not constitute a partnership, if, tor lederal income tax
purposes, this sgreement and the operations hercunder are regardwd as a pactnership, each party hereby allected clects 1o be excluded
from the application of all of the provisions of Subchapter *'K"*, Chapter I, Subtithe "A**, of the Internal Revenue Cide of 1934, as per-
mitted and authorized by Section 761 of the Cude and the regulations promulgated thereunder. Operator is nuthorized and direcied (o ex-
ecute on behall of each party hereby affected such evidence of this election as muy be required by the Seeretary of the Treasury of the
United States or the Federad Internal Revenue Service, inclding specilically, but not by way of limitation, all of the ruu"rns. statements,
and the data required by Federal Regulations 1,761, Should there be any requirement that each party hereby allected give luriher
cvidence of this election, cach such party shall exceute such documents and furnish such other evidence as muy be required by the
Federul lnternal Revenue Service or as miay he necessary to evidence this election. No such party shall give any notices or tuke any other
activn inconsistent with the election made huereby. If any present or future incame 1ax laws of the state or swtes in which tho Contract
Atca is located or any future income tax laws of the Unitd Staies contain provisions similar 10 those in Subchapier 'K'', Chnplv:r I,
Subtitle A", ol the Internal Revenue Cade uf 1954, under which an clection similar o thet provided by Section 761 of the CUdL is por-
milted, cach party hereby affected shall make such election as may be perminied or required by such hows, In making the kwrcgonu, vlee-
tion, cach such party states thut the income derived by such party from operations hereander can be adeguately determined \vllhqu( the
computation of partnership taxable income.
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may seltle any single uninsured third p1rly dam:q,c claim or suit arising [rom operations hereunder if the expenditure
does not exceed Five Thousand and n0/100—w oo Dollars
(s 5,000.00 ) and il the payment is in complete settlement of such claim or suit. Il the amount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the lurther handling of the claim or suit, unless such authority is
deleguted to Operator. All costs and expenses of handling, setiling, or otherwise discharging such clainj or suit shall be at the joint ex-
pense of the parties participating in the operation {rom which the clsim or suit arises. If a claim is made against any party or il any party is
10 sucd on sccount of any matter arising [rom operations hereunder over which such individual has no control because of the rights given
11 Operator by this agreement, such party shall immediately notily all other purties, and the claim or suit shall be treated as any other claim
12 or suil involving operations hereunder,

OO NG \A DLW N

13

14 ) : ARTICLE XI.

13 FORCLE MAJEURE

16° .

17 . M any party is rendered unable, wholly ur in part, by force majeure 1o carry out its obligations under this agreement, other than

18 the obligation 1o make money payments, that party shail pive to all other parties prompt written notice of the force majeure with
19 reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so {ar as they are allected by the force
20 majeure, shall be suspended during, but no Jonger than, the continuance of the lorce majeure. The allected party shall use all reasonable
21  diligence to remove the force majeure situstion as quickly as pructicubic.

23 The requirement that any force majeure shall be remedicd with all reasonable dispatch shall not require the settlement of strikes,
24 lockouts, or other labor dilliculty by the party involved, contrary Lo its wishes; huw all such dilficultics shall be handled shall be entirely
25 within the discretion of the party conceened.

20

27 The term *‘force majeure’

, as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of
28 the public enemy, war, blockade, public riot, lightning, lire, storm, flood, explosion, governmental action, governmental delay, restraint
29 or inaction, unavailability of equipnient, and any other cause, whether of the kind specilically enumerated above or otherwise, which is

30 not reasonably within the controf of the party claiming suspension. '

3 '

32 ARTICLLE XII.

33 . ’ NOTICES

34

35 All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise

36 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to
37  the parties to whom the notice is given at the addresses listed on Exhibit **A’". The originating notice given under any provision hereol
3g  shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
39  response thereto shall run from the date the originating notice is reccived. The second or any responsive notice shall be deemed given
40  when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
41  shall have the right 1o change its address at any time, and from time to time, by giving written notice thereof to all other parties.

4} ARTICLE Xill.

44 TERM OF AGREEMENT

45

46 This agreement shall remain in {ull force and ellect as o the oil and gas leases and/or oil and gas interests subject hereto for the

47  period of time selected below; provided, however, no party hereto shall ever be construed as having any ngh( title or interest in or to any
48  lease or oil and gas interest contributed by any other party beyond the term of this agreemient.

50 D Option No. 1: So long as any of the oil and gas Jeascs subject to this agreement remain or are continued in force as o any part
51  of the Contract Area, whether by production, extension, renewal or otherwise, ‘
53 3 Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this
S4  -agreemient, resuls in production of oil andfor gas in paying quantities, this agrecment shall continue in force so long as any such well or
5%  wells produce, or are capable of production, snd for an additional period of 90 duys Irom cessation of all production; provided,
however, if, prior to the expiration of such sdditional period, one or more of the partics hereto are engaged in drilling, reworking, deepen-
57  ing, plugging back, testing or attempting to complete a well or wells hercunder, this agreement shall continue in force until such opera-
58  tions have been completed and if production results therefrom, this agreement shall continue in lorce as provided herein, In the evcm the
59  well described in Article VLA, or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, qr capable
60  of producing oil and/or gas from the Contract Arca, this agreement shall terminate unless drilling, deepening, plugging back of Tework-
6l ing opcrmons are commenced within 60 ___ days [rom the date of abandoninent of said well. "'l;'
hll
63 It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability wlnch has
64  accrued or sttached prior to the date of such termination,

9
70
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A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This sgreement shall be subject to the conservation laws of the state in which the Contract Area is located, to the valid rules,
regulstions, and orders of any duly constituted regulatory body of said state; and to sll other lpphClble [ederal, state, and local laws, or-
dinances, rules, regulations, and orders. .

B. Governing Law:
This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,

remedles. procedures, rights, duties and interpretation or construction, shull be governed and determined by the law of the state in whnch
the Contract Ares is located. di-the-Contraetrirreris-intwe-or-moresteter=thrirwoithestrteof =t

oholl-govesn.

C. Regulatory Agencies:
Nothing herein contained shall grant, or be consirued to grant, Operator the right or authority to waive or release any righis,
privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated

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

With respect to operations hereunder, Non-Operators agree Lo relvase Operator {from any and all Josses, damages, injuries, claims
and causcs of action arising out of, incident to or resulting direetly or indirectly from Operator's interpretation or applicution of rules,
rulings, regulations or orders of the Depariment of Energy or predecessor or suceessor sgencies o the extent such interpretation or ap-
plicstion was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator's share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or
spplicstion, together with interest and penaltics thereon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators suthorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
ol any crude oil sold hercunder or 10 any other ‘persun or entity pursuant o the requirements of the **Crude Oil Windfall Prolit Tax Act
of 1980, a3 same-may be amended from time to time (**Act ™), and sny valid regulations or rules which may be issued by the Treasury
Department from time to time pursuant to said Act. Each party hereto ugrees to furnish any and all certifications or other information
which is required 1o be furnished by said Act in a timely manner and in sulflicient detail to permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

W ol vy trﬂdnu mol 0 peatubited
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVI.
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benelit of the partics hereto and to their respective heirs, devisees,
Jegal representatives, successors and assigns.

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

IN WITNESS WHEREOF, this agrecment shall be effective ss of __ 15t day of __October 19_889

@PERATOR
ORYX ENERGY COMPANY, AS
MANAGING GENERAL PARTNER OF
SUN OPERATING LIMITED PARTNERSHIP

NON-@OPERATORS

Toetrt nhen onthoUed o miday by Fie

aer S L h -
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EXHIBIT A
TO OPERATING AGREEMENT

CONTRACT AREA AND PARTIES

CONTRACT AREA

E/2 Section 16-T18S-R27E Eddy County, New Mexico

DEPTH LIMITATIONS

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

PARTIES AND INTERESTS

Name and Address Percentage Interest

Sun Operating Limited Partnership
c/o Oryx Energy Company as
Managing General Partner

P. 0. Box 2880

Dallas, Texas.75221:2880



o ' COPAS - 1984 - ONSHORE

Recommended by the Council
K=/IR 601, BOX 800 of Petroleum Accountants

TULSA OK 74101 Societies Eupns_1

EXHIBIT o™

Attached to and made a part of _that certain Operating Agreement dated October 1, 1989 by
and between Oryx Energy Company, as Operator and Exxon Company USA, et al, as

Non-Operator :

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal properly subject to the agreement to which this Accounting Procedure
is attached. ) .

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

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

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

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

“Parties” shall mean Operator and Non-Operators.

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

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

2. Statement and Billings

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

gnat items of Controllable Material and unusual charges and credits shall be separately identified and fully described in
etail. »

3. Advances and Payments by Non-Operators

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

B. Each Non-Operator shall pay its proportion ef all bills within fifteen (15) days after receipt. If payment is not made
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at JIhe Chase
.Manh.a:.:an.ﬁ.an.&._u.g_ on the first day of the month in which delinquency occurs plus 1% or the maximum
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
is the lesser, plus aftorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments .
]
Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months foliowing the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

g!gs ' COPYRIGHT@’ 1985 by the Council of Petroleum Accountants Societies.

-1-




Iy

A. A Non-Operator, upon notice in writing to Operatdr and all other Non-Operators, shall have the right to audit Opera-
tor’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
1. Where there are two or more Non- Operators the Non- Operat.ors shall make every reasonable effort to conduct a
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por-
tion of the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit.

5. Audits

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

8. Approval By Non-Operators
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Accounting Procedure and if the agreement 1o which this Accounting Procedure is attached contains no contrary provisions

in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and the agreement or approval of
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

I1. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:
1. Ecological and Environmental
Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements o satisfy environ-
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable laws and regulations.
2. Rentals and Royalties v
Lease rentals and royalties paid by Operator for the Joint Operations.
3. 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 {ield.

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

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

B. Operator’s cost of holiday, vacalion, sickness and disability benefits and other custemary allowances paid to employces
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section 11. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment” on the amount of
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section 11. If percentage assessment
is used, the rate shall be based on the Operator's cost experience. .

C. Expendltures or contributions made pursuant to assessments imposed by governmental authority whxch are applicable
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section 11.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
8A of this Section 1I.

4. Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of a like nature, apphcable to Operator's labor cost chargeable to the Joint
Account under Paragraphs 3A and 3B of this Section II shall be Operalor’s actual cost not to exceed the percent most recent-
1y recommended by the Council of Petroleum Accountants Societies.

5. Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section I1V. Only such Material
shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided.

& Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for & distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

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

arties.

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

7. Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section 11 and Paragraph i, ii, and iii, of Section 1I1. The cost of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

8. Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense,
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not o exceed
Jwelue percent (_12 %) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

B. 1Inlieu of charges in paragraph 8A above, Operator may elect to use average commercial rates prevailing in the immedi-
. ate area of the Joint Property less 20%. For automotive equipment, Operator may elect o use rates published by the
Petroleum Motor Transport Association.

9. Damages and Losses Lo Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, flood, storm, theft, accident, or other cause, except thuse resulting from Operator’s gruss negligence or
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Operator.

10. Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resuiting from operations under the agreement or necessary (o protect
or recover the Jaint Property, except that no charge for services of Operator's legal staff or fees or expense of outside attor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the

overhead provisions of Section III unless otherwise agreed to by the Parties, except as provided in Section 1, Paragraph
3.

11. Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom. and which taxes have been paid by the Operator for the benefit of the ’arties. If the ad valo-
rem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwalhslandmg
anything to the contrary herein, charges to the Joint Account shall be made and paid by the I’ar {ies hereto in accordance
with the tax value generated by each party's working interest.

12. Insurance

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

13. Abandonment and Reclamation :
|
Costs incurred for abandonment of the Joint Property, including c¢usts required by governmental or other regulatory
authority.

14. Communications

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

15. Other Expenditures

Any other expendlture not covered or dealt with in the foregoing provxslons of this Section II, or in Section 1Il and which
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.

SUN
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I1II.OVERHEAD

1. Overhead - Drilling and Producing Operations

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

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

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
8A, Section I1. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

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

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

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

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

A. Overhead - Fixed Rate Basis

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

Drilling Well Rate § ___5.800.00
(Prorated for less than a full month)

Prodgcing Well Rate § __580.00
(2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period
from date workover operations, with rig or other units used in workover, commence through date of rig
or other unit release, except that no charge shall be made during suspension of operations for fifteen
(15) or more consecutive calendar days.

(b) Producing Well Rates

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

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

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be ;:onsidered as a one-well charge providing the gas well is directly connected to a permanent sales
outlet.

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com-
pleted on any well. This one-well charge shall be made whether or not the well has produced except when
drilling well rate applies.

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

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

Br—Overhead-—Rereentogo-Basie
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TIICITY

Percent ( %) of the cost of development of the Joint Property exclusive o

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

(b) Operating

Percent %) of the cost of operating the
Paragraphs 2 and 10 of Section Il all salvage credits,
recovery and all taxes and assessments™which arg
to the Joint Property.

{2) Application of Overhead ~ Perceniage Basis shall be as folm’\b
For the purpose of detemifiing charges on a percentage basis under Parag 1B of this Section 111, development

: edial operations on any or al)
g the use of drilling rig and crew capable of drilling to the producing rval on the Joint Prop-
erty, als0 preliminary expenditures necessary in preparation for drilling and expenditures in ed in abandoning

en the well is not completed as a producer, and original cost of construction or installation of assets, the
expansion of fixed assets and any ogher project clearly discernible as a {_ixed asset, except Major Constrirey

roperty exclusive of costs provided under

ue of injected substances purchased for secondary
jed, assessed and paid upon the mineral interest in and

Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint
Account for overhead based on the following rates for any Major Construction project in excessof $ 25 000

A .5 %of first $100,000 or total cost if less, plus

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

C. 2 % of costs in excess of $1,000,000.

\4
Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single

pro{ecét shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded.

Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates:

A. 5 % of total costs through $100,000; plus

B.—3 % of total costs in excess of $100,000 but less than $1,000,000; plus
C.—2 % of total costs in excess of $1,000,000.

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi-
sions of this Section III shall apply.

Amendment of Rates

The overhead rates provided for in this Section 111 may be amended from time to time only by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

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

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

1

Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exc_lusive of cash discounts:

-5-
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New Material (Condition A) ,
(1) Tubular Goods Other than Line Pipe

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

r(;my be used. Freight charges for tubing will be calculated {from Lorain, Ohio:and casing from Youngstown,
hio.

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

(c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, to
the railway receiving point nearest the Joint Property.

(d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.0.b.
the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate per weight
of tubing transferred, to the railway receiving point nearest the Joint Property.

(2) Line Pipe

(a) Line pipe movements (except size 24 inch OD and larger with walls 3 inch and over) 30,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1)Xa) as provided above. Freight
charges shall be calculated from Lorain, Ohio.

(b) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-

graph A.(1Xa) as provided above. Freight charges shall be calculated {rom Lorain, Ohio. v

(é) Line pipe 24 inch OD and over and ¥ inch wall and larger shall be priced f.0.b. the point of manufacture
at current new published prices plus transportation cost to the railway receiving point nearest the Joint
Property.

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be

priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices
agreed to by the Parties.

(3) Other Materia) shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway
receiving point nearest the Joint Property.

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2.A (1) and (2).

Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property

At seventy-five percent (75%) of current new price, as determined by Paragraph A.
(2) Material used on and moved from the Joint Property

(s) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was originally
charged {o the Joint Account as new Material or

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as used Material.

(3) Material not used on and moved from the Joint Property
At seventy-five percent (75%) of current new price as determined by Paragraph A.

The cost of reconditioning, if any, shall be absorbed by the transferring property.

Other Used Material. .

(1) Condition C
Material w};ich is not in sound and serviceable condition and not suitable for its original function until after recon-
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.
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Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
pipe prices.

{2) Condition D

(b) Casing, tubing or drill pipe used as higher pressure service lines than stangl'arq line pipe, e.g. power oil lines,
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

{3) Condition E

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

D. Obsolete Material

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

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joini Account at the rate of twenty-five cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Section I1I, Paragraph 1.A(3). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

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

Premium Prices

‘Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the propesed charge prior to billing
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within
ten days after receiving notice from Operator, {o furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator. :

Warranty of Material Furnished By Operator

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

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Material.

3
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Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is o begin so that
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories A

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

Bpecial Inventories

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property.
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change
of Operator, all Parties shall be governed by such inventory.

Expense of Conducting Inventories

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

B. The expense of conducting special fnventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.

-
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1.

EXHIBIT D
TO OPERATING AGREEMENT

INSURANCE

COVERAGE

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

(a)

(b)

(c)

(d)

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

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

‘Comprehensive General Liability Insurance with limits of not

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

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

2., PREMIUMS AND ADDITIONAL COVERAGE

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

parties.
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EXHIBIT E
TO OPERATING AGREEMENT

GAS BALANCING AGREEMENT
(ONSHORE )

1. Gas Imbalances.

Notwithstanding anything to the contrary in the Operating Agreement to which this Gas Balancing Agreement is
attached, if any party hereto takes and disposes of less than its percentage interest share of gas (fncluding
casinghead gas) produced and saved during any calendar month, then the volume not teken by such party may be
taken by any other party or parties hereto. If such volume is taken by more than one party, then each taking
party shall be entitled to take the proportion thereof that its percentage interest bears to ‘the sum of the

percentage interests of all taking parties, or in such other proportions as the taking parties may agree upon
among themselves.

2. VYolumetric Balancing.

2.1 Balancing by Category. Volumetric balancing hereunder shall apply separately to each category
established by law, regulation or governmental order for the purpose of setting a ceiling price for gas,
including but not limited to the categories established by the Natural Gas Policy Act of 1978 and the Federal
Energy Regulatory Commissfon. A1l gas which is now or hereafter becomes unregulated as to price shall be con-
sidered a single category, and any Cumulative Overproduction or Cumulative Underproduction sccrued in a previous
regulated category shall, upon deregulation, be carried forward into the unregulated category. In all other
cases involving the revision of a category, any Cumulative Overproduction and Cumulative Underproduction accrued

prior to the revision shall remsin in the previous category and not be carried forward to the category as
revised.

2.2 Definitions. The term “Cumulative Underproducticn” means the amount by which the cumulative volume of
g8s taken by a party within a particular category is less than the cumulative volume that party was entitled to
take within such cstegory according to fts percentage interest; the term “Cumulative Overproduction" means the
amount by which the cumulative volume of gas taken by a party within a category excesds the cumulative volume
that party was entitled to take within such category according to its percentage interest; the term “Under-
producer” means & party credited with Cusulative Underproduction;” the term “Overproducer” means a party charged
with Cumulative Overproduction; and the term “Make-Up Gas" means the volume taken by an Underproducer to make up
Cumulative Underproduction pursuant to Paragraph 2.4 or Paragraph 2.5 below.

2.3 Operator's Statements. On or before the end of each calendar month, Operator shall furnish the parties
hereto a written statement showing for each category (a) the total volume of gas taken by each party during the
preceding calendar month; (b) the Make-Up Gas taken by each party during that month; and (c) the Cumulative
Overproduction or Cumulative Underproduction, if any, of each party as of the end of that month.

2.4 Balancing ~ Single Purchaser. When gas within a particular category {s deliversd by the parties to a
- single purchaser, an Underproducer say give written notice to Operator and all other parties hereto at least 15
days before the beginning of a calendar month, stating fts desire to take Make-Up Gas during that month. Each
Overproducer shall promptly notify its purchaser so that such purchaser will adjust its takes to accommodate the
sake-up. The Underproducer shall thereupon be entitled to take Make-Up Gas equal to its Cumulative Underpro-
duction in addition to its full percentage interest share of gas during that month, provided that to accomsodate
such make-up no other party (including an Overproducer) shall ever be required to take less than 75X of its
percentage interest share of gas during the month, and provided that the right to take Make-Up Gas shall be
subordinate to the right of any other party to take its full percentage interest share of gas from time to time
to satisfy the deliverability test requirements of its gas contract. If two or more Underproducers desire to
take Make-Up Gas during the same month and the combined volume they desire to take exceeds the volume available
as Make-Up Gas, the volume available as Make-Up Gas shal) be shared by such Underproducers in proportion to their
respective Cumulative Underproduction. Subject to the 75% limitation specified above, the volume taken as
#ake-Up Gas during the month shall be deducted from the volume of gas otherwise available to the Overproducers,
in proportion to their respective percentage interest shares of gas.

2.5 Balancing - Multiple Purchasers. When gas within a particular category is delivered by the parties to
more than one purchaser, the volumetric balancing provisions of Paragraph 2.4 shall apply except that a party's
“percentage interest share of gas” shall be considered for the purpose of determining the rights among parties
delivering to the same purchaser (but not for the purpose of determining Cumulative Overproduction and Cumulative
Underproduction), equal to the total volume of gas delivered to that party's purchaser during the month, multi-
plied by a fraction, the numerator of which {s that party's percentage interest under the Operating Agreement,
and the denominator of which is the sum of the perctentage interests of all parties delivering to that purchaser.

2.6 011 and Other Minerals. Regardless of the volume of gas actually taken by any party hereto, such party
shall share, as otherwise previded in the Operating Agreement, in the production of crude ofl, condensate and
other minerals separated from the gas in facilitfes operated for the joint account.

2.7 Costs and Expenses. Regardiess of the volume of gas actua)ly taken by any party hereto, such party
shall bear costs and expenses s otherwise provided in the Operating Agreement.

3. Final Cash Balancing.

3.1 Statements. If all parties have not achieved volumetric gas balance in al) categories upon termination
of the Operadng Agreement or upon a permanent cessation of all gas production thereunder, Operator shall furnish
to al)l parties a statement showing the final Cumulative Overproduction and Cumulative Underproduction of each
party by catagery, and the month and year in which it accrued. 1In determining the timing of accruals, Make-Up
Gss shall be applied against Cusulastive Overproduction and Cumulative Underproduction on a first-in-first-out
basis. Within 60 days after receipt of Operator's statement, each Overproducer shall furnish to all other
perties & statement gshowing the value of its Cusulative Overproduction for each category, based on the price the
Overproducer sctually received for the Cumulative Overproduction in a sale to a Nonaffiliate during the month(s)
in which the Cusulative Overproductfon. accrued, less 81l payments sade by the Overproducer pursuant to Paragraph
4 below. In the sbsence of a sale to & Nonaffiliate, value shall be based on the weighted average price received
by the parties hereto in sales to Nonaffiliates during the month in question. For the purpose of this agreement,
the ters “Nonaffilfate” as it relates to a, party means any corporation or other business organizatfon not in
contro! of, and not controlled by, and not under common control with, such party. Based upon the statements
furnished by Overproducers, the net amount owed by or to each party for all categories combined shall be calcu-
latad by Operator and furnished to a1l parties in a final cash balancing statement.

3.2 Settlements. Within 60 days after vreceipt of Operator's final cash balancing statement, each Over-
producer shall pay each Underproducer in accordance with the statssent and without intarest. To the extent any
value used to calculate a cash settlement hereunder 1s subject to refund by the Overproducer pursuant to law,
regulation or governmental order, the Underproducer entitled to such cash settiement shall, prior to payment
thereof, agree in writing to Indemnify the Overproducer against the Underproducer's proportionate part of any
refund (including interest) which the Overproducer shall be required to make. Any party say challenge any
volumes or values or smounts specified in sny of the statements furnished under Paragraph 2.3 or 3.1 above, in
the same manner and subject to the same limitations as an {nvoice from Operator may be challenged under the
. Operating Agresment or the accounting procedure thereto.

" s, Payments on Production.

Each party shald pay a1l production or severance taxes, excise taxes, royalties, overriding royalties,
production payments and other such payments on production for which it is obligated by law or by lease or by
contract (including the Operating Agreesent), and nothing in this Gas Balancing Agresment shall be construed as
affecting such obligations. Each party hereto agrees to indemnify and hold harmless the other parties hereto
against 811 claims, losses or liabilities arising out of its failure to fulfill such obligations.



EXHIBIT F
TO OPERATING AGREEMENT

+

NON-DISCRIMINATION AND CERTIFICATE OF NON-SEGREGATED FACILITIES

R B Opsrator and Non-Operators, hereinafter called "contractor/supplier”, hereby agree that the folowing, if applicable, shall apply to
this Operating Agreement and all activities conducted hereunder;

A. EQUAL OPPORTUNITY CLAUSE [Applicable to contracts amounting to $10,000 or moce, 42 CFR 60-1.4.}

The equal opportunity elause required by Executive Order 11248 -of September 24, 1965, and prescribed In Section 80-1.4 of Title
4] of the Code of Federal Regulations is incorporated by reference (as permitted by Section 60~-1.4(d) of said Regulations) as if set out in
full at this point.

B. APFIRMATIVE ACTION COMPLIANCE PROGRAM (Applicable to contracts amounting to $50,000 or more only If eontractor/
supplier has 50 or more employees, 41 CFR 80-1.40.)

It required under 41 CFR Sec. 60-1.40, contractor/supplier affirms that it has developed and is malntaining current an
affirmative action program st each of its establishments or that if such a program has not been astablished, that it will be within {20 days
of recelpt of any contract of $50,000 or more. Contractor/supplier shall maintain such program until such time as it ls no longer required
by law or regulation.

C. EQUAL EMPLOYMENT OPPORTUNITY REPORTING REQUIREMENTS [Applicable to contracts amounting to $50,000 or more
only if contractor/supplier has 50 employees or more, 41 CFR 60-1.7.] :

Y required under 41 CFR Sec. 60-1.7, contractor/supplier agrees to file 8 complete and accurate report on Btandard Form 100
{EEO-1) within thirty {(30) days of the date of contract or purchase order award uniess such a report has been filed in the last twelve (12)
months and agrees to file such reports umu_u.uy unless and until sontractor/supplier ls not required to so file by law or regulation.

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

The affirmative sction clause prescribed in Section 60-741.4 of Title 41 of the Code of Pederal Regulations is incorporated
harein by reference (as permitted by Section §0~741.22 of said Regulations) as if set out {n full at this point.

B. APPIRMATIVE ACTION PROGRAM FOR HANDICAPPED WORKERS [Applicable to contracts amounting to $2,500 or more
enly I eontractor/supplier (a) has 50 or mors employees and (b) holds a contract of $50,000 or more, 4l CFR 60-741.5.)

: U required under 41 CPR 60-741.5, contractor/supplier affirms that it has prepered and is maintaining or shall prepare and
maintain an affirmative action program for handicapped workers as prescribed in 41 CFR 80-741.5 and 4 CFR 80-741.8. :

Y. EMPLOYMENT OP DISABLED VETERANS AND VETERANS OF THE VIETNAM ERA [Applicable to contracts amounting to
410,000 or more, 4 CFR 60-250.4.)

The affirmative sction elause preseribed In Section 60-250.4 of Title. 41 of the Code of Federal Regulations s Incorperated by
reference (as permitted by Section $0-250.22 of said Regulations) as if set out in full at this point.

Q. AFPIRMATIVE ACTION PROGRAM FOR DISABLED VETERANS AND VETERANS OF THE VIETNAM ERA [Awﬁenble to
wontraets amounting to $10,000 or more only if contractor/supplier (a) has 50 or more employees and (b) holds a contract of $50,000 or
mors, 41 CFR 80-250.5.) :

I required under 41 CFR $0-250.5, contractor/supplier affirms that it has prepared and is maintaining or shall prepare and
maintaln an affirmative action program for disabled veterans and veterans of the Vietnam era. :

lzl‘. uvnuunon OF MINORITY BUSINESS ENTERPRISES (Applicable to contracts amounting to $10,000 or more, 41 CFR Sec. I-
1130-2(a .

It is the policy of the United States Government that minority business enterprises shall have the maximum practicable
opportunity to participate In the performance of Government contracts,

Contractor/supplier agrees to use its best efforts to earry out this policy In the award of its subcontracts to the fullest extent
sonaistent with the efficient performance of this contract, As used in this contract, tha term “minerity business enterprise” means a
basiness, at least 80 percent of which is owned by minority group members or, in case of publicly owned businesses, at least 51 percent of
the stock of which is owned by minority group members. For the purpose of this definition, minority group members are Negroes, Puerto
Ricans, Spanish-spsaking American people, American Orientals, American Indians, American Eskimos, and American Aleuts. Contractor/
supplier may rely on written representations by subcontracalors regarding their status as minority business enterprises in lieu of
indepandent investigation.

1.  MINORITY BUSINESS ERTERPRISES SUBCONTRACTING PROCRAM (Applicable to all contracts which may exceed $500,000
‘Wwhich contain the clause required by 41 CPR 1-1.1310-2(a) and which offer substantial subcontraeting possibilities, 41 CFR 1-1.1310-2(b).]

3. Contractor/supplier agrees to establish and eonduct & program which will enable minority busineas enterprises (as defined in
the sbove clause entitied "Utilization of Minority Business Enterprises”) to be aonsidered fairly as subcontractors and supplliers under this
esontract. in this connection, contractor/supplier shall: ]

{a) Dasignats a lalson officer who will administer contractor/supplier's mlnorlty' business enterprises program.

{b) Provide adequate and timely consideration of the potentialities of known minority business enterprises in all "make-or-
buy” decisions.
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{e) Assure that known minority business enterprises will have an equitadble opportunity to competie for subcontracts,
ticularly by arranging solicitations, time for the preparation .of bids, quantities, specifications, and delivery schedules so as to
}:'emm. the participation of minority business enterprises.

(@) Maintain records showing (I) procedures which have besn adopted to comply with the policies set forth In this clause,
tneluding the establishment of a soures list of minority business anterprises, (il) awards to minority business snterprises on the source list,
. and ULl) spesifie, efforts to identify and award contracts. to minority businsss enterprises. ,
- (e) Include the abovs "Utilization of Minority Business Enterprises” clause in subcontracts which offer substantial minority
Susiness enterprises subcontracting opportunities. ; :

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

{g) Submit periodic reports of lubeéntnctln( to'known minority businesy ‘enterprisas willirespect to the records referred tc
n subparagraph (d) above, In such form and manner and al such time (not more often than quarterly) as the Contracting Officer may
prascribe. .

+ * 3. Contractor/supplier further sgrees to insert, in any subcontraect hereunder.which may exceed $500,000, previslons which

shall conform sutstantially to the Janguage of this clause, including this peragraph (2), and to notify the Contracting Ofliuvr of the names
- »f such subsontractors.

**  .+d.  UTILIZATION OF WOMEN-OWNED BUSINESS CONCERNS [Applicable to ‘contracts amounting to $10,000 or-more, Federal
Reglister, Vol. 48, Ro. 82, 5/8/80.] .

It is the policy of the United States Government that women-owned businesses shall have the maximum practicable opportunity
2o participate In the performance of contracts awarded by any Federal agency.

The contractor/supplier agrees to use his best efforts to carcy out this policy in the award of subcontracls to the fullest extent
wonsistent with the efficlent performance of this contract, As used in this contract, a "women-owned business" concern means a business
that is at least 81% owned by a woman or women who alsc control and operate it. "Control” in this context means exerclsing the power to

make policy deecisions. "Operate” in this context means being actively involved In the day-to-dsy management. "Women" means al}
women business owners.

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

. 1. The contractor/supplier agrees to establish and conduct a program which will enable women-owned business concerns to be
gonsidered fairly as subcontractors and suppliers under this contract. In this connection, the contractor/supplier shall:

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

(b) Provide adequate and timely consideration of the potentialities of known women-owned business concerns in all "make-
er-buy* decisions, )

{c) Develop a list of qualified bidders that are women-owned businesses and assure that known women-owned business
eoncerns have an equitable opportunity to compete for subcontracts, particularly by making information on forthcoming opportunities
available, by arranging solicitations, time for the preparation of bids, quantities, specifications, and delivery schedules so as to facilitate
the participation of women-owned business concerns.

{d) Maintain records showing (i) procedures which have been adopted to eomply with the policies set forth in this clause,
fnoluding the establishment of a source list of women-owned business concerns, (ii) awards to women-owned businesses on the source list
by minority and non-minorily women-owned business concerns, and (ifi) specific efforts to identlfy and award contracts to women-owned
business concerns. '

(e) Include the "Utilization of Women-Owned Business Concerns" clause In subcontracts which offer substantial
subcontracting opportunities.

{f) Cooperate In any studies and surveys of the contractor/supplier's women-owned business eoncerns procedures and
practices that the Contracting Offlcer may from time to time conduct,
i {g) Submit periodic reports of subcontracting to women-owned business concerns with respect to the records referred to in
mrl?nph (d) above, in such form and manner and at such time (not more often than quarterly) as the Contracting Officer may
peescribe,

2. The eonuuetorlsuppiler further agrees to insert, in any subcontract hereunder which may exceed $500,000 or $1,000,000 in
The tase of contracts for the construction of any public facility and which offers substantial subcontracting possibllities, provisions which

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

- 3. The contractor/supplier further agrees to require written eertification by its subcontractors that they are bona fide women~
owned and controllad business concerns in sccordance with the definition of a2 women-owned business concern as set forth in the
Utllization Clause (J) above at the time of submission of bids or proposals.

L. VUTILIZATION OF BMALL BUSINESS CONCERNS AND SMALL BUSINESS CONCERNS OWNED AND CONTROLLED BY
SOCIALLY AND ECONOMICALLY DISADYANTAGED INDIVIDUALS {Applicable to all contracts amounting to $10,000 or more, Federal
Register, Yol. 45, No. 92, 5/9/80.)

It is the policy of the United States Government that small business concerns and small business concerns owned and controlled
®y soclally and economically disadvantaged individuals shall have the maximum practicsble opportunity to participate In the performance
- @f gontracts let by any Federal agency. .



Contractor/supplier hereby agrees to carry out this policy in awarding of subcontracts to the fullest extent corsistent with
efficient performance of this contract. Contractor/supplier further sgrees to cooperate in any studies or surveys that may be conducted
by the Small Business Adminlstration or the contracting agency which may be necessary to determine the extent of contractor/supplier's
compliance with this clsuse. -

1. The term "small business concern” shall mean a small business as defined pursuant to Section 3 of the Bmall Business Act and
in relevant regulations promulgated pursuant thereto,

2. The term "small business concern owned and controlled by socially and economically disadvantaged Individuals” shall mean &
small business concern: :

(a) which is at Jeast 8] percent owned by one or more soclally and economically disadvantsged individuals; or, In the case of
wny publicly owned business, at Jeast 51 percent of the stock of which is owned by one or more socially and economically disadvantaged
individuals; and.

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

Contractor/supplier shall prasuine that socially and economically disadvantaged lndlvldl'uh Inciude Black Amerlcu;\s. Hispanic
Americans, Natlve Americans, and other minorities, or any other individunl found to be disadvaniaged by the Small Business

Administration pursuant to sestion 8(a) of the Small Business Act.

Contractor/supplier acting in good faith may rely on written representations by subcontrcctors as either a small business
poncern or & smell business concern owned and controlled by soclally and economically disadvantaged individuals.

M. SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS SUBCONTRACTING PLAN.(Applielble to all contracts expected
1o exceed $500,000 which are required to include the small business and small disadvantaged business utllization clause above and offer
subocontracting possibllities, Federal Register, Vol. 45, No, 92, 8/9/80.]

Cmtuglor/suppller agrees to negotiate a subcontracting plan which includes:

1. Percentage goals (expressed in terms of percentage of total planned subcontracting dollars) for the utilization as
subcontractors of small business concerns and small business concerns owned and controlled by soclally and economically disadvantaged
individuals., (Por the purpose of the subcontracting ‘plan, eontractor/supplier shall include all purchases which eontribute to the
performance ol)t.hc contract, including a proportionste share of products, services, etc., whose costs are normally allocated as Indirect or
overhead costs.

2. The name of an Individual within the employ of the offeror who will sdminister the subcontracting progrem of the offeror
and a description of the duties of such individual,

3. A description of the sfforts the offeror will take to assure that small business concerns and small business concerns owned
and controlied by socially and economically disadvantaged Individuals will have an equitable opportunity to compete for subcontracts,

4. Assurances that the clsuse entitled "Utilization of Small Business Concerns and Small Business Concerns Owned and
Controlled by Socially and Economically Disadvantaged Individuals" will be {ncluded {n all subcontracts which offer further subcontracting
opportunities and that all subcontractors (except small business subcontractors) who receive subcontracts in excess of $500,000 will be
required to adopt 8 similar plan. Such assurance shall describe the procedures established by contrector/supplier for review, approval, and
monltoring for compliance with such plans.

= 5, Assurances that contractor/supplier wiil submit such periodic reports and cooperate in any studies or surveys as may be
required by the 8Small Business Administration to defermine its extent of compliance with the subcontracting plan.

8. A recitation of the types of records contractor/supplier will maintain to demonstrate procedures which have been adopted to
gomply with the requirements and goals set forth in the plan, inc¢luding source lists of small business concerns and small business concerns
owned and controlied by socially and economically disadvantaged individuals, and efforts to identify and award subcontracts to such small
business concerns,

3 N. UTILIZATION OF LABOR SURPLUS AREA CONCERNS [Applicable to contracts amounting to $10,000 or more, 4 CFR 1-1.805
3

1. It is the policy of the United States Government to award contracts to labor surplus ares concerns that agree to perform
substantially in labor surplus areas, where this can be done consistent with the efficient performance of the contract and at prices no
ng.hcr &h‘n are obtainable eisewhers. The contractor/supplier agrees to use his best sfforts to place his subcontracts in accordance with

policy.

3. In complying with paragraph (1) of this clsuse and with the second paragraph of the clause of this contract entitled
SUtilization of Small Business Concerns and Small Business Concerns Owned and Controlled by Socially and Economically Dissdvantaged
individuais™, the contractor/supplier in placing his subcontracts shall observe the following order of preference: (a) small business
eoncerns and small business concerns that are owned and controlled by socially snd economically disadvantaged individuals that-sre labor
surplus area concerns, {b) other small business concerns and small business concerns that are owned and controlled by socially and
sconomically disadvantsged individuals, and {c) other Jabor surplus srea concerns,

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

4. The term "labor surplus ares concern” means a concern that together with Its first tier subcontractors will perform
substantially in labor surplus arsas, :

§. The term “perform substantially in labor surplus area” means that the costs {ncurred on account of manufacturing,
production, or appropriste services In labor surplus areas exceed 50 percent of the contract price.



0. LABOR SURPLUS AREA SUBCONTRACTING PROGRAM [Applicsble to all contracts which may exceed $500,000 which are
gequired to include the labor surplus area utilization clause above and offer substantial subcontracting possibilities, 41 CFR 1-1.710-3(b).]

1. The econtractor/supplier agrees to establish and conduct a program which will encourage labor surplus area concerns to
compete for subcontracts within thelr capadilities, In this connection, the eontractor/supplisr shalls

(s) Designate & lalson officer who will (1) maintain Laison with duly suthorized representatives of the Government on labor
swrplus area matters, (l1) supervise complisnce with the "Utilization of Concerns in Labor Surplus Areas” clause, and (iti) administer the
gontraotor/supplier's "Labor Surplus Area Subcontracting Program”.

() Provide adequate and timely consideration of the potentialities of labor surplus aresa concerns in all "make-or-buy"
deoinions,

«(¢) Assure that labor surplus area concerns will have an equitable opportunity to compete.for subcontracts, particularly. by
arranging solicitation, time for the preparstion of bids, quantities, specifications, and dellvery schedules s0 as to [acilitate the
participation of labor surplus area gonaerns. .

. - (d) Maintain records showing the procedures which have'baen adopted to comply with the policies set forth In this clause and
report subcontract awards (see 4) CPR 1-16.804-5 regarding use of Optional Form 81). Records maintained pursuant to this clause will be
%opt avaliable for review by the Government until the expiration of one year after the award of this contract, or for such Jonger perlods
40 may bs required by any other clause of this contract or by applicable law or regulations.

(o) Inciuda *Utilization of Concerns in Labor Surplus Areas” clause in subcontracts which offer substantial labor surplus area
subeontracting opportunities.

2. The contractor/supplier further agrees to insert, in any subcontract hereunder which may exceed $500,000 and which
eontaine the *Utilization of Concerns in Labor Surplus Arsas™ ciause, provisions which shall conform substantially to the language of this
slause, including this paragraph (3), and to notily the Contracting Officer of the names of such subcontractors,

P. CLEAN AIR AND WATER [Applicable only If the contract exceeds $100,000 of if It is determined that orders under an
indefinite quantity contract in any one ysar will exceed $100,000, or a facility to be used has been the subject of & conviction under the
Clean Alr Act (42 U.SC. 1857¢c-8{cXl)) or the Federal Water Pollution Control Act (33 U.8.C. 1318(c)) and is listed by EPA, or the contract
s not otherwise exempt.)

Contractor/supplier agrses as follows: -

1. To comply with ail the requirements of Section 14 of the Clean Air Act, as amended (42 U,8.C, 1857, et, seq,, a3 amended
by Pub. L. 91-804) and section 308 of the Federal Water Pollution Control Act (33 U.8.C. 125], et. seq., as amended by Pub. L. 92-500),
respectively, relating to inspections, monitoring, entry reports, information, as well as other requirements specified in section 114 and

section 30 of the Alr Act and the Water Act, respectively, and all regulations and guidelines {ssued thereunder before the award of the
sontract,

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

3. To we its best efforts to comply with clean air standards and clean water standards at the {acility in which the contract is
being performed.

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

Q. CLEAN AIR AND WATER CERTIFICATION [Applicable if contract amount exceeds $100,000, "or the Contracting Offlcer has

.determined that orders under an indefinite quantity contract in any year will exceed $100,000", or a facility to be used has been the

' subject of a conviction under the Clean Air Act (42 U.C. 1887c~8(c)1) or the Federal Water Pollution Control Act (33 U.8C. 1319(c)) and
fs listed by EPA, or is not otherwise exempt.)

Contractor/supplier certifies as folloim

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

3. Contractor/supplier will promptly notify Contracting Officer, prior to award of the receipt of any communication from the
Director, Olfice of Pederal Activities, Environmeantal Protection Agency, indicating that any facllity which eontractor/supplier proposes
40 use [or the performance of the contract is under consideration to bs listed on the EPA List of Violating Faellitles. .

3. Contractor/supplisr will include substantlally this certification, including this paragraph (3), In every non-exempt
subcontract, 4 .

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

Contractor/supplier certifies that it doss not and will not maintain any facllities it provides for its employees in a segregated
wmanner or parmit its employees to perform their services at any loeation undar its control where segregated facllities are maintained, and

that contractor/supplier will obtain & similar eertificstion In the form appoved by the Director, Office of the Federal Contract
Compliance Programs, prior to the award of any non-exempt subeontract.



STATE OF NEW MEXICO
ENERGY. MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF ORYX ENERGY COMPANY FOR
COMPULSORY POCLING, EDDY CCUNTY,
NEW MEXICO

CASE NO. 9781

CERTIFICATE OF MAILING
AND

COMPLIANCE WITH ORDER R-8054

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

the application as evidenced by the attached copy of the

return-receipt cards.
lf““wmb

W. Thomas 1éll'ﬁin

SUBSCRIBED AND SWORN TO before me this |71
1989.

CNCV{M (. )}'Lﬁnﬁ‘vg N

No—-ary Public

 DTRCPT IVANINER STCGNER

My Commission Expires:
Ao i TG sl i

:;@Jl?j.;? S, 1993 OQ, "},\{« ﬁ .

o

PIRS

323/




EXHIBIT "A"

Exxon Company, U.S.A. 25%
P.O. Box 1600
Midland, TX 79702 - 1600

Chevrén, U.S.A., Inc. 37.5%
P.O. Box 1150 ' ' '
Midland, TX 79702

Joseph F. Schneider, et al. 12.5%
- 2406 Duxbury Place ‘
Los Angeles, CA 90034



KELLAHIN, KELLAHIN and AUBREY
Attorneys at Law

W. Thomas Kellahin E P North dal Telephone 982-4285
Karen Aubrey ! P“:,Z" l(;?ﬁce oBox 3;6‘5 vupe Area Code 505
Jason Kellahin Santa Fé, New Mexico 87504-2265 Fax: 505/982-2047
Of Counsel
September 25, 1989
i
‘“ f
Mr. William LeMay RECEWED
Oil Conservation Division SEP
Post Office Box 2088 25 1989

Santa Fe, New Mexico 87504
OIL CONSERVATION DIvision

Re: Application of Oryx Energy Company o
for Compulsory Pooling i
Well Name: Scoggin Draw State "C" #1.

Eddy County, New Mexico

LB

Dear Mr. LeMay:

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

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

Very truly yours,

W. Thomas

WTK/1lw
Encl.

cc: Mr. Charles Gray
Certified Mail Return-Receipt

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



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

PS Form 3800, June 1985

‘P 572 125 247

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

(See Reverse)

Sent to

Jogseph ', Schneider

Street and No.

2406 Duxbury Place

P.O., State and ZIP Code
90034

Los Angeles, CA

Postage

s
.25

Certitied Fee

85

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered .90

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

TOTAL Postage and Fees

5.
2.00

ﬂ%ﬁﬁmm%w\moommwb Draw

State "C" #1
AT

A

»U.S.G.P.O. 1989-234-555

PS Form 3800, June 1985

P 572 125 2u5

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

(See Reverse)

Sent to
Exxon Company U.S.A.
Street and N
BIF! "Box 1600
P.O., State and ZIP Code
Midland, TX 79702-1600
Postage S
.25
Certified Fee
.85
Special Delivery Fee
Restricted Delivery Fee
Return Receipt showing
to whom and Date Delivered .90
Return Receipt showing to whom,
Date. and Address of Delivery
TOTAL Postage and Fees S
hd 2.00

Postmark or Date

SHWIOﬁwxlmnomowb Draw
State "C" #1 -\ 9
yyeJ

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

PS Form 3800, June 1985

P 572 125 2ukb

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

(See Reverse)

mm~M<H05< USA Inc

Street and No.

P.O. Box 1150

P.Q., State and ZIP Code
Midland, TX 79702

Postage . s

.25

Centified Fee b
.85

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing .
to whom and Date Delivered © .90

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

TOTAL Postage and Fees S 2.00

Postmark or Date

zew\owwx\mnoomws UHm$
State "C" #1 w/mj
o\ v
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Oryx=-Scogain’ Draw State "ow o uq

. SENDER:‘CompI
nd 4,

b 233

.3,

Put your eddress in the “RETURN TO" Space on the rev )
card from being returned

Failure to do this will prevent this

to you. “The return recei?t fee will provide you the name of the person delivered

%o and the date of delivery. For additional Tees the fo owing services are available, Consy t postmaster

~forsgess ':na check box(es) for additional service(s) requested. . : : )
1. €1 Sho

W to. whom delivered, date, and a

ate items | and 2 when additional sarvices

are desired, and complete items
erse side.

ddressee’s address, " 2. O Restricted

Delivery”
! charge) - - -, e, o

Arﬂcle Addressed to:

tra charge)
4. Article Number -

P 572 125 3a5

T

Bpe of Service: .~

Registerad - [] Insured
Certified -~ . [] SOD R

y eturn Receipt
Express Mall . ] for Merchandiee

Always obtain signature of addresses -
or agent and DATE DELIVERED.

8.° Addressee’s Address (ONLY if ]

“requested and Jee paid)

229-%9

PS Form 3811, Mar. 1983 -

PR, B

. SENDER: Confb!ete items 1 and 2 when
3end 4.

* U.8.Q.P.0. 1988-212-865 DOMESTIC RETURN RECEIPT

Put your address In the “RETURN TO"
card from being returned

Il pravent thig
L t foe will provide you the name of the person delivered
Yo and the date of delivery, For &additional fees tf%e following services sre available. Consult postmastar
for fees end check box{es) for additiona service(s) requ :
1. [3; Show.to whom dali

m delivered, Jate,

additional services are desired, and complete Rems

Space on the reverse slde. Fallure to do thig w
to zou. Thereturn recel i
) ested.

and addresses’s address,
8e) - - :

2. O Restricted Delivery
(Extra charge)

4. Article Number
P 572 125 24¢

T of Service: : :
dp;egmared “ " O insured
‘K] centified O cop

Retum Receipt
Express Mail [ for Merchandisa
2l Yerchandise |

Alweys obtain signature of addressee
or agent and DATE DELIVERED,
——=VERED

8. Addressee’s Address (ONLY if

- Tequested and fee paid) -

CShhe

.DOMESTIC RETURN RECEIPT
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