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ANTELOPE FEDERAL COMM #2
S/2 Section 22, T22S-R34E
Lea County, New Mexico

SUMMARY OF EVENTS

9-12-89 Propose well with attached AFE and notice of hearing
(10-18-89) to BTA, Pacific and Joe Reynolds.

9-22-89 Phone conversation with above to confirm receipt of proposal
and AFE.

9-28-89 Phone call to BTA, Pacific and Joe Reynolids indicates all
parties evaluating.

10-12-89 Receive phone call from Pacific who is proposing an acreage
trade.

10-13-89 Phone call to Pacific to turn down proposal.

10-16-89 Phone call to BTA and Joe Reynolds, indicates both parties
still evaluating.

BEFCRE (XAMINER STOGNER

Gil Conservation Division

Case No. _F 7X2.

3L139/782 - (1)



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

Dallas TX 75221-2880
214 891 1500

Exploration

September 12, 1989 Northern Region

Certified/Return Receipt

BTA 0i1 Producers
104 South Pecos
Midland, TX 79701

Attn: Bob Crawford

RE: Antelope Federal Comm #2
S/2 Section 22 T22S-R34E
Lea County, New Mexico
Antelope Ridge Prospect

Gentlemen:

Oryx Energy Company proposes to drill a 12,800' Atoka test (1,090' FSL
and 990' FWL) Section 22, T22S-R34E, Lea County, New Mexico. We plan to
designate the S/2 of Section 22, T22S-R34E as the 320 acre proration
unit for the well. Estimated well costs are shown on the attached AFE.

If you choose to participate in the proposed well, please execute and
return the attached AFE. An AAPL 610-1982 Model Form JOA with Oryx as
Operator will be circulated to all participating parties.

We will have a force pooling hearing scheduled for October 18, 1989. If
we have your decision on this matter prior to that date we can dismiss
the hearing.

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

Sincerely,
Oryxlfgsrgy Co. .
%&/EW Z )i A BEFORE EXAMINER STOGNER
an peers .
Landman Oil Conservation Divisjon
Attachment(s) —— Exhibit No. _.3_
Case No. _9 7 7




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

Dallas TX 75221-2880
214 891 1500

Exploration

September 12, 1989 Northern Region

Certified/Return Receipt

Pacific Enterprises
Suite 500-West

10 Desta Drive
Midland, TX 79705

Attn: John Lodge

RE: Antelope Federal Comm #2
S/2 Section 22 T22S-R34E
Lea County, New Mexico
Antelope Ridge Prospect

Gentlemen:

Oryx Energy Company proposes to drill a 12,800' Atoka test (1,090' FSL
and 990' FWL) Section 22, T22S-R34E, Lea County, New Mexico. We plan to
designate the S/2 of Section 22, T22S-R34E as the 320 acre proration
unit for the well. Estimated well costs are shown on the attached AFE.

If you choose to participate in the proposed well, please execute and
return the attached AFE. An AAPL 610-1982 Model Form JOA with Oryx as
Operator will be circulated to all participating parties.

We will have a force pooling hearing scheduled for October 18, 1989. If
we have your decision on this matter prior to that date we can dismiss
the hearing.

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

Sincerely,
Oryx Energy Co.

(P T

Alan Beers
Landman

Attachment(s)

-3L139/627 - (2)



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

Dallas TX 75221-2880
214 891 1500

Exploration

September 12, 1989 Northern Region

Certified/Return Receipt

Joe Reynolds
2333 50th Street
Lubbock, TX 79421

RE: Antelope Federal Comm #2
S/2 Section 22 T22S-R34E
Lea County, New Mexico
Antelope Ridge Prospect

Gentlemen:

Oryx Energy Company proposes to drill a 12,800' Atoka test (1,090' FSL
and 990' FWL) Section 22, T22S-R34E, Lea County, New Mexico. We plan to
designate the S/2 of Section 22, T22S-R34E as the 320 acre proration
unit for the well. Estimated well costs are shown on the attached AFE.

If you choose to participate in the proposed well, please execute and
return the attached AFE. An AAPL 610-1982 Model Form JOA with Oryx as
Operator will be circulated to all participating parties.

We will have a force pooling hearing scheduled for October 18, 1989. If
we have your decision on this matter prior to that date we can dismiss
the hearing.

1f you have any questions, call me at (214) 891-5356.

Sincerely,
Oryx Energy Co.

7
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Alan Beers
Landman

Attachment(s)
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AUTHORITY FOR EXPENDITURE PAGE 1

€.0. - P.I. SUMMARY AFE NO: 05681
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 09/08/89
AMOUNT GROSS/NET: 1,361,000 / 1,020,750 ORIG GROUP: SOUTHWESTERN

EST COMPL DATE: DEPARTMENT: DRILLING SEGMENT: 22
BUDGETED: ¥ BUDGET CAT: D-PRI ONSHR GASPROP

BUDGET YEAR/AMOUNT: 89 / 1,020,750

ID NO/NAME : 0000000000 / ANTELOPE FEDERAL COMM WELL: 2
FIELD: ANTELOPE RIDGE COUNTY: LEA STATE: NEW MEXICO

LOCATION: 1090' FSL & 990' FWL, SEC 22, T22S, R34E
WKG INT-BCP:0.75000000 ACP:D< INT: 0.61740000 TOT DEPTH:12800

OBJECTIVE: GAS 1300 OIL / 28 / 43
DRILL AND COMPLETE A 12,80§" ATOKA GAS WELL. (/3 700 )
GROSS =-m=men TOTAL-=mmmm-
ACTIVITY / ASSET CLASS qQry INTANG TANG GROSS NET
DRILL/COMPLETE 1 833000 528000 1361000 1020750
0IL/GAS
GRAND TOTAL 833000 528000 1361000 1020750
C
\\ﬂiffwﬂf 5
BEFORE EXAMINER STOGNER
Oil Conservation Division
Exhibit No. fj
Case No. __ 7 7}'(?
PREPARED BY: BOB BAKER/ JR CREATED ON: 08/31/89
+====DISTRICT : : -=-=:=-HEADQUARTERS--
APPROVED : : : :
CONCURRENCE J@ : : :
DISAPPROVE : : :
DATE : : ?"Yﬁ :
NON COMPANY/TITLE ' NAME /STGNATURE ' DATE
OPERATOR

APPROVAL



AUTHORITY FOR EXPENDITURE

PAGE 2

C.0. - P.I. ACTIVITY DETAIL AFE NO: 05681
SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 09/08/89
ACTIVITY: DRILL/COMPLETE ASSET CLASS: OIL/GAS
AMOUNT GROSS/NET: 1,361,000 / 1,020,750
ID NO/NAME: 0000000000 / WKG INT-BCP: 0.75000000
-ACP: 0.75000000
INTANGIBLE ITEMS PRODUCER DRY HOLE
LOCATION 25,000 25,000
RIG MOVE 25,000 25,000
FOOTAGE 199,000 199,000
DAY WORK 115,000 115,000
BITS & RMRS 23,000 23,000
FUEL 5,000 5,000
WATER 25,000 25,000
MUD & CHEMICALS 70,000 70,000
CEMENT & CEMENT SERVICE 85,000 72,000
RENTALS 38,000 26,000
MUD LOGGING 12,000 12,000
LOGS - WLT- SWC 30,000 25,000
CSG/TBG TOOLS/SERVIC 25,000 13,000
COMPLTN/WORKOVER RIG 12,000 0
WIRELINE / PERFORATN 20,000 0
SUPERVISION 30,000 26,000
TRANSPORTATION 18,000 9,000
MISC & CONTINGENCY 76,000 67,000
TOTAL INTANGIBLES 833,000 s
TANGIBLE ITEMS SIZE  FEET PRODUCER  DRY HOLE
CASING 13-3/8 1750 40,000 40,000
CASING 9-5/8 4850 72,000 72,000
CASING 7-5/8 11700 205,000 205,000
CASING 5-1/2 L 1400 21,000 0
TUBING 2-7/8 11400 103,000 0
TUBING 2-3/8 1000 7,000 0
WELLHEAD 45,000 7,000
OTHER DRILLING TANG 35,000 10,000
TOTAL TANGIBLES 528,000 34,000
TOTAL GROSS 1,361,000 1,071,000
TOTAL NET ‘ 1,020,750 803,250
Y/
A
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AUTHORITY FOR EXPENDITURE

c.0. - P.I. AFE NO: 05661

SUN EXPLORATION AND PRODUCTION COMPANY DATE PRINTED: 09/08/89
AMOUNT GROSS/NET: 110,000 / 82,500 ORIG GROUP: SOUTHWESTERN

EST COMPL DATE: DEPARTMENT: OPERATIONS ENGINEERING SEGMENT: 00
BUDGETED: Y BUDGET CAT: D-PRI ONSHR GASPROP

BUDGET YEAR/AMOUNT: 89 / 82,500

1D NO/NAME:0000000000 / ANTELOPE FED. COMM. WELL: 2
FIELD: COUNTY: STATE:

LOCATION:

WKG INT: 0.75000000 INCOME INT: 0.61740000 TOTAL DEPTH:

OBJECTIVE: RESERVES:

ACTIVITY: EQUIP WELL ASSET CLASS: OIL/GAS

SURFACE EQUIPMENT FOR ATOKA GAS WELL.

LINE ITEM DESCRIPTION INTANGIBLE TANGIBLE TOTAL
THERMO-PAK GAS PROD UNIT 2,000 18,000 20,000

(w/16" X 10' 3 PH, 1440 PSI WP SEP
1 MMBTU/HR BURNER, 6300 PSI COILS,

70 $Q. FT.)
3 - 500 BBL WELDED STEEL TANKS 0 17,000 17,000
AXELSON AM-AG HI-LO SAFETY VALVE 500 5.000 5.500
24" X 10" VERT 2-PH FLASH SEP 0 4000 4,000
GLYCOL DEHYDRATION UNIT 0 30,000 30.000
200" - 3-1/2", XXS ASTM A1D6 LP 0 2,000 2,000
750 GALS ETHYLENE GLYCOL 0 3.000 3.000
MISC. 11,500 6.500 18,000
CONTINGENCIES (10%) 2,000 8,500 10.500
TOTAL GROSS 16.000 94,000 110,000
TOTAL NET 12,000 70,500 82,500
REVISED 9-8-89
PREPARED BY: R. MUNOZ/BS-— CREATED ON: 08/29/89
:--:qus ICY-~==:-=JOJNT OPERTN=-:~==-sREGION~-: ~HEADQUARTERS--
APPROVED - cxj2{7 : :
................ NN el ek i A
CONCURRENCE & o / : o
DISAPPROVE - ; :
LI LT A S V4747
NON . COMPANY/TITLE NAME/S1GNATURE DATE
OPERATOR

APPROVAL
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MODEL FORM OFERATING AGREEMENT

By
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e ¢! Uns identiby:ng stk 13 pabibered
arcepl when suthwsired fa wiibng by the
Lantican Ausutintive wl Pakolowin Lmdrien

OPERATING AGREEMENT

DATED

July 21 , 1988

. OPERATOR __Oryx Energy Company

CONTRACT AREA N/2 Section 26, T22S-R34E

COUNTY OR PARISH OF Lea STATE OF _ New Mexico

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

BEFORE EXAMINER STOGNER

Oil Conservation Division

— Exhibit No. 5

. Case No. C/?S/Z




AAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982
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- relerred 1o as ''Operator

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

OPERATING AGREEMENT

THIS AGREEMENT, entered mlolgandbel\yccn _ Qrix Energy (;omgary, as Managing
Ceneral Partner of Sun Operating Limited Partnership_ heceinalter designated and

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

WITNESSETH:

WHIEREAS, the parties to this agrecment are owners of cil and gas leases and/or oil and gas interests in the land identilied in
Exhibit **A", and the parties hereto have reached an agrecinent to explore and develop these leases andfor oil and gas interests for the
production of oil and gas to the extent and as hercinalter provided,

NOW, THEREFOREL, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

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

A. The term *‘oil and gas’’ shall wean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewitl, unless an intent to limit the inclusiveness of this term is specilically stated.

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

C. The term '‘oil and gas interests’’ shall mcan unleased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by partics to this agreement.

D. The term *'Contract Area'’ shall mean all of the lands, oil and gas léasehold interests and vil and gas interests intended 10 be

developed and operated [or oil and gas purposes under this agreeinent. Such lands, eitend-gestesscholdinterestemd-oiandpasinturests

are described in Exhibit *'A"".

E. The term “‘drilling unit'" shall mean the area fixec for the drilling of one well by order or rule of any state or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling uuit 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 interest on which a proposed well is 1o be located.

G. The terms **Drilling Party'* and *'Consenting Party’’ shall mecan a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions ol this agreement,

H. The terms *‘Non-Drilling Party' and ‘‘Non-Consenting Party'' shall mean a party who clects nol lo participate
in a proposed operation.

Unless the conteat otherwise clearly indicates, words used in the singulac include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the leniinine.

ARTICLE 11
EXIUBITS

The following exhibits, ss indicated below and atiached 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, as 1o depths, formations, or substances,
(3) Percentages or [ractional interests of parties to this agrecinent,
(4) Qil and gas leases and/or oil and gas interests subject to this agreement,
(9) Addresses of parties for notice purposes.

?

C. Exhibit *‘C"’, Accounting Procedure.

D. Exhibit **D""-Insurance.

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

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

Qata SY
t

If any provision of any exhibit, except Exhibits "'E'' and “‘G'', is inconsistent with any provision contained in:the body
of this agreement, the provisions in the body of this agrecment shall prevail, it

¢
X
X
¢
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AAP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 1.
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 lor all purposes of this agreement
and during the term hereol as il it were covered by the form ol oil and gas lease sttached hereto as Exhibit *'13*°, and the owner thereol
shall be deemed to own both die royalty interest reserved in such lease and the interest of the lessee thercunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilitics incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their inlerests are sct
forth in Exhibit A"’ In the same manner, the parties shall also vwa all production of oil and gas lrom the Contract Area subject to the

payment of royaltics to the extent of __One—eighth (1/8:h) which shall be borne as hercinafter set forth,

Regardless of which party has contributed the lease(s) andfor oil and gas interesi(s) hereto on which royalty is due and
payable, each party entitled to receive a share of production of oil and gas from the Conuact Area shall bear and shall pay or Jeliver, or
cause to be paid or delivered, to the extent of its interest in such preduction, the royalty amount stipulated hereinabuve and shall hold the
other pacties [ree [rom any liability therefor. No party shull ever be responsible, however, on a price busis higher than the price received
by such party, to any other party's lessor or royally owner, and il any such other party’s lessor or royalty owner should demand and

receive settlement on a hlgher price basis, the party contributing the alfected tease shall bear the additional royalty burden attributable 1o
such higher price.

Nothing contained in this Article L1, 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, if the interest of any party in any lease covered hereby is subject to any royulty,
overriding royalty, production paynient or other burden on produciion in excess of the amount stipulated in Article I1LD., such party sv
burdened shall assume and alone bear all such excess obligations and shall indemnify aud hold the other parties hereto harmluss from any
and all claims and demands [or payment asserted by owuers of such excess burden.

D. Subsequently Created Interests:

If any party should herealler create an overriding royalty, production payment or other burden puyable out of production
attributable 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 exccution of this ugreement by all parties, or is not a jointly ncknowledged and
accepied obligation of all parties (any such interest being hereinalter referred to as *'subsequently created interest”” irrespective of the

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

i, If the burdened party is required under this agreeinent to assign or relinguish to any other party, or parties, all or a portion
of its working interest and/or the production attributuble thereto, said other party, or partics, shall receive said assignment andfor
production f{ree and clear of said subsequently created interest and the burdened party shall indemnify and save said other party,

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

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

enforceable against the subsequently created interest in the samne manner as they are enlorceable against the working interest of
the burdencd party.

ARTICLE 1V,
TITLES

A. Tide Examination:

. i

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or, if
the Drilling Parties so request, title examination shall be made on the leases andlor oil and gas interests included, or planned to bc includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, o\'emdm;,
royalty and production payments under the applicable leases. At the time « well is propased, each party contributing leases andior oil and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator alf abstracts (including federal lease status
reports), title opinions, title papers and curative material in its possession Iree of charge. All such information not in the post"uon ol or
made avmhble to Open\or by the parties, bu\ necessary for \hc examination of \hc title, shall be obmmd by Opuntor Opern\or shall
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE LV
continued

G Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside atturneys for title examination
{including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the towl interest of all Drilling Partics as such interests appear in Ex-
hibit ““A"", Operator shall make no charge for services rendered by its stall attorneys or other personnel in the performance of the above
functions.

Each party shall be responsible lor securing curative matter and pooling amendments or agreements required in conncclion
with leases or oil and pas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduct of hearings belore governmental agencies for the securing of spacing or pouling vrders.
This shall not prevent any party [rom appearing on ils own behall at any such hearing.

No well shall be drilled on the Contract Ares until after (1) the tide o the drillsite or dritling unit has been examined as above

provided, and (2) the title has been approved by the examining attorney or title has been accepted 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 failure of title, which loss results in a
reduction of interest {rom that shown on Exhibit A", the purty contributing the allected lease oc interest shall have ninety (90) duys
from linal determination of title {silure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject to Article VIILD., and failing to do so, this agreenient, nevertheless, shall continue in force as to all remaining oil
and gas leases and interests: and,

(a) The party whose oil and gas lease or interest is alfected by the title luiture shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the othier parties any development or operating costs which it may have theretofore paid or incurred,
but tiere shall be no additional liability on its part to the other partics hereto by reason of such tite failure;

{b) There shall be no retroactive adjustment of expenses incurred o revenues received from the operation of the interest which has
been lost, but the interests of the parties shull be revised on an acreage basis, as of the time it is determined finally that title failure has ve-
curred, so that the interest of the party whose Jease or inlerest is allected by the title failure will therealter be reduced in the Contract
Area by the amount of the interest lost;

(c) If the proportionate intecest of the other parties hiereto ia any produciag well theretolore drilled oun the Contract Area is
increased by reason of the title failure, the party whose title has failed shall receive the proceeds atiributable 1o the iucrease in such in-
terest (less costs and burdens attributable thereto) undl it has been reimbursed {or unrecovered costs paid by it in connection with such
well;

{d) Should any person not a party to this agreement, who is determined to be tie owner of any interest in the title which has

failed, pay in any manner any part of the cost of vperation, developinent, ur cquipment, such amount shall be paid 1o the party or partics
who bore the costs which are so refunded;

{e) Any liability to account to a third party for prior production of vil and gas which arises by reason of title [ailure shall be
borne by the party or parties whose itle falled in the swe proportions in which Uiey shared in such prioe production; and,
{0 No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest

claimed by any party herelo, it being the intention of the parties hereto that cach shall delend title to its interest and bear all expenscs in
connection therewith,

2. Loss by Non-Payment or Erroncous Payment of Amount Due: 1f, through mistake or oversight, any rental, shutin well
payment, minimum royalty or royalty payment, is not paid or is erroncously paid, and as a result a lease or interest therein terminates,
there shall be no monctary liability against the party who failed 10 imake such payment. Unless the party who fuiled 10 make the required
payment sccures a new lease covering the same interest within ninety (Y0) days from the discovery of the failure to make proper payinent,
which acquisition will not be subject to Article VIILB., the interests of the partics shall be revised on un acreape basis, effective as of the
date of termination of the fease involved, and the party who failed to muke proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at tie time of the luss, from 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 lor unrecovered actual costs theretofore paid by it (but not for its shure o the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

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

{b) Procecds, less operaling expenses, therealter accrucd attributable to the Jost interest on an acreage basis, of that portion of
oil and gas thereaflter produced and marketed (excluding production from any wells therealter drilled) which, in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered custs, the proceeds of suid
portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, X

{c) Any monies, up to the amount ol unrecovered costs, that may be paid by any party who is, or becomes, the owner of thg interest
lost, for the privilege of participating in the Contract Arca or becoming a party to this agreemant,

l'!

3. Olhcr Losscs: All losses incurred, otlier than those sct forth in Articles 1V.B.L and 1V.13.2. above, strall be ;omt “losses
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the rcm.mnnl, porllun of
the Contract Area,
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A.APL. FORM 610 - MOBEL FORM OPERATING AGREEMENT - 1982

ARTICLE V.,
OPLERATOR

A. Desigoation and Responsibilities of Operator:

Oryx Energy Company

shall be the

Operator of the Contract Area, and shall conduct and direct and have lull control of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmaunlike manner, but it shall

have no liability as Operator to the other parlies lor losses susiained or liabilities incurred, except such as may result from gross
negligence or willful misconduct.

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

mm———— s e 4 e ks ew

1. Rui%niuon or Removal of Operator: Operator may resign at any time by giving written notice thereof to Kon-Operators,
1f Operator terminates Tts Tegal existence, no longer owns an interest in the Contract Area or bscomes insolvent or becomes

bankrupt or {s placed fn recelvership, ft shall cease to be Operator without any action by Non-Operator, except the selection
of a successor, Operator may be removed {f 1t (ails or refuses to carry out ({s dutles g!r!undgr or |; no 1zn9er capsblie of
serving as Operngr” by the affirmative vote of two (2} or more Non-Operators owning s majority interest based on ownership as
shown on Exhllblt A", after excluding the voting Interest of Operator, Such resignation or remnoval shall not become effective
until 7:00 o'clock A.M. on the first day of the calendsr mynth following the expiration of ninety (90} days after the giving
of notice of resignation by Operator or action Ly the Non-Operators to remove Operator, unless a successor Operator has been
selected and assumes the dJutics of Operator at an earlier date, Operator, after effective date of resignation or removal,
shatl be.bound by the terms hereof as lNun-Operator. A change of & corporatfon name or structure of Operator or transfer of
Operator's interest to any single subsidiary, parent or successor corporation shall not be the basis for removal of Operator,

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be
selected by the affirmative vote of the parties owning a majority interest based on ownership as shown on Exhibit *A". The
successor Operator shall be selected from the parties owning an {nterest {n the Contract Area at the time such successor
Operator is selected. If the Operator that {s removed fails to vote or votes only to succeed itself, the successor Operator
shall be selected by the affirmative vote of those parties owning a major{ty {nterest based on ownership 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 perlormed shall be determined by Operator, and all such employces shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so
desices, Operator may employ its own tools and equipment in the drilling of wells, but its charges therelor shall not exceed the prevailing
sates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and

such work shall be performed by Operator under the same terms and conditions as are customary and usual in the arca in contracts of in-
dependent contractors who are doing work ol a similar nature.

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the_1SY ___day of September , 1989 Operator shall commence the drilling of a well for
oil and gas at the following Jocation:

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

and shall therealter continue the drilling of the well with due diligence to

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

unless granite or other practically impenctrable substance or condition in the hole, which renders further drilling impra?gg]. is en-

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

. Y .] ‘-:')
g IMRAY
Operator shall make reasonable tests of all formations encountered during drilling which give indication ,(Gpla}g’ing’.: i

il and
-8as in quantities suflicient to test, unless this agreement shall be limited in its application to & specific formation or (bi"gq_alidus:,fln' which
event Operator shall be required to test only the formation or formations to which this agreement may apply. Ll o7 ‘\'v
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ARTICLE VI

wonlinued

If, in Operator’s judgment, the well will not produce oil or pas in paying quantitics, and it wishes to plug and abandon the
well as a dry liole, the provisions of Article VLE. L. shall thecealter apply,

B, Subsequent Operations:

1. Proposed Opcrations: Should any party bereto desite to drill any well on the Contract Area other than the well provided
for in Article VI.A,, or to rework, decpen or plug back a dry hole drilled at the joint expense of all partics 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 die
other parties written notice of the proposed operation, specilying the work to be perlormed, the location, proposed depu, objective lorma-
tion and the estimated cost of the operation. The partics receiving such a notice shalt have thirty (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect 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 response period shall be
limited to forty-eight {48) hours, eaclusive 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 nnt to participate in the cost of the proposed operation. Any notice or
response given by telephone shall be promptly confiroied in writing.

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days afier expiration of the notice
period of thirty (30) days (or as promptly as possible alter the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto; provided, howcever, said comimencement dite may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty (30) additional days if, in the sole opinien of Operator, such additional time is reasonably necessary to obtain
permits {rom governmental authorities, surface rights (including rights-ol-way) or appropriate drilling eguipment, or to complete title ex-
amination or curative malter required lor title approval or acceptance. Notwithstanding the force majeure provisions of Article X1, if the
actual operation has not been comnenced within the time provided (including any extension thereol as specilically permitted herein) and
if any party hereto still desires to conduct said operation, writlen notice proposing same must be resubimitied to the ether parties in accor-
dance with the provisions hereol as if no prior proposal had been made.

2. Operations by Less than All Purties: Il any party receiving such notice as provided in Article VI.B.1. or VILD.1. (Option
No. 2) elects not to participate in the proposcd operation, then, in order to be entitled o the benelits of this Article, the party or partics
giving the notice and such other parties as shall elect to participate in the operation shall, within nincty (90) days alter the expiration of
the notice period of thirty (30) days (or as prompily as possible alter the expiration of Uie lorty-eight (48) hour period when a drilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Partics; provided, however, il no drilling rig or other equipment is on location, and if Operator is
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Partics, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-

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

If less than all parties approve any propdscd operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the partics approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed, Each Consenting Party, within forty-cight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the propusing party of its desire to (s) limit par-
ticipation to such party's interest as shown on Lxhibit **A’* or (b) carry its proportionate part ol Non-Consenting Partics’ interests, and
failure 10 advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed a total of forty-cight (48) hours (inclusive of Saturday, Sunday and Jegal holidays). The proposing party,
at its election, may withdraw such proposal if there is insulficient participation and shall promptly notify all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions Uiey have
clected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep tie leasehold estates involved in such
operations {ree and clear of all liens and encumbrances of every kind created by or arising from the operations of the Cuuscmmg Partics.
1l 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. ! any well drilled, reworked, deepencd or plugged back under the provisions of this Article rcsults in a pro-
ducer of oil andfor gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost and risk,
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ARTICLEVI
continued

and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of e Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, decpening or plugging back of any such well by Consenting Partics
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemied to have relinquished to Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting
Party’s intesrest in the well and share of production therefrom until the proceeds of the sale of such share, calculated ut the well, or
market value thereof il such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-
teresis not excepted by Article 111.D. payable out of or measured by the production from such well accruing with respect 1o such interest
until it reverts) shall equal the total of the lollowing:

(a) 100% of cach such Non-Consenting Party's share ol the cost ol any newly acquired surlace equipnment beyond the welliiead
connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of cach such
Non-Consenting Party's share of the cost of operation of tlie well commencing with first production and continuing until each such Non-
Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party’s share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting
Party had it participated in the well from the beginning of the operations; und

{6) 390 % of that portion of the costs and expenses of dritling, reworking, deepening, plugging back, testing and completing,
alter deducting any cash contributions received wnder Article VILLC., and 300 % of that purtion of tie cost of newly acquired equip-

ment in the well (1o and including the wellhiead connections), which would have been chargeable w such Non-Consenting Party il it had
participated thercin,

An clection not to participate in the Jrilling or the deepening of a well shall be deemed an election not o participate in any re-
working or plugging back operation propused in such a well, or poriion thereol, to which the initial Non-Consent election applied that is
conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment account. Any such
reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operation of said well
and there shall be added to the sums to be recouped by the Cansenting Parties one hundred percent (100%) of that portion of the costs ol
the reworking or plugging back operation which would have been chargeable wo such Non-Consenting Party had it participated therein. if
such a reworking or plugging back operation is proposed during such recoupmuent peciod, the provisions of this Article VLB, shall be ap-
plicable as between said Consenting Parties in said well.

During the period of time Consenting Parties are entitled o receive Non-Conseming Party's share of production, or the
proceeds therelrom, Consenting Parties shall be responsible {or the paymient of all production, severance, excise, gathering and other

taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party s share of production not excepted by Ar-
ticle J11.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, lree
of cost, all casing, tubing and other equipment in the well, but the vwnership of all such equipment shall remain unchanged; and upon
sbandonment of a well alter such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
ment Lo the owners thereol, with each party recciving its proportionate part in kind or in value, less cost of salvage.

Within sixty {60) days alter the completion of any operation under this Article, the party conducting the operations lor the
Consenting Parties shall [urnish 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 ack, testing, completing, 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 fuenish the Non-Consenting Parties with an itemized statement of all costs and liabilitics 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 ('u'l and gas
produced during any month, Consenting Parties shall use industry accepted methods such as, -nethmited—o, melering erpcncdre
walltscics Any amount realized from the sale or other disposition of equipment newly acquired in connection with any sucliibncralion
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the totsl unrclt_x"hcd costs

; ' ’\:r_ll' to it as
above provided; and il there is a credit balance, it shall be paid to such Non-Consenting Party. 17

-G-
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ARTICLE Vi
continued

1l and when the Cousenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party 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 equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging
back of said well. Therealter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this sgreeinent and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VL.D.2., it is agreed that without the mutual consent of all parties, no wells shall

be completed in or produced {rom a source of supply from which 3 well focated elsewhere on the Contract Arsea 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 whatsoever 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) as to the reworking, deepening and plugging back of such initial well
alter it has been drilled to the depth specilicd in Article VLA, if it shail therealter prove (o be a dry hole ar, il initially completed for pro-
duction, ceases to produce in paying quantities.

3. Stand-By Time: When 2 well which has been drilled or deepencd has reached its authorized depy and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's nolice proposing a
reworking, deepening, plugging back or comnpleting operation in such a 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 Consenpting Parties pursuant to the terms ol the second gram-
matical paragraph of Article VL.B.2, shall be charged to and borne as part of the proposed operativn, but if the proposal is subsequently
withdrawn because of insulficient participation, such stand-by costs shall be allocated between the Consenting Partics in the proportion
each Consenting Party’s interest as shown on Exhibit **A** bears to the total interest as shown on Exhibit **A’" of all Consenting Par-
ties.

4, Sidetracking: Except as hereinalter provided, those provisivns ol this agreement applicable 1o a **deepening'” operation shall
also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hiole
location (hercin called **sidetracking’*), unless done to straighten the hole or 1o drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
alfected well bore at the time of the notice shall, upon electing to purticipate, tender to the well bore owners its proportivnate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

{a) Il the proposal is for sidetracking an cxisting 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 lor 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
teceive up to eight (8) additional days alter expiration of the forty-cight (48) liours within which to respond by paying lor all stand-by time
incurred during such extended response period. If more than one party clects to take such additional time to respond to the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on = day-to-day basis in the proportion each ejecting par-
ty's interest as shown on Exhibit “*A’’ bears to the total interest as shown on Lxhibit ‘A’ of all the electing parties. In ﬂ other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days.

Wi
l*
-
B - )
C. TAKING PRODUCTION IN KIND: ,* ‘l
vt \ it
s
Each party shall take in kind or separately dispose ol its proportionate share of all oil and gus produced (rom thc Conlruct Arca,
exclusive of production which may be used in development and producing operations and in preparing and (rntmg oil apd gas for

marketing purposes and production unavoidably lost. Any extra expenditure incurred in the lakmg in kind or sep:\rage dlsposmon by any
party of its proportionate share of the production shall be borne by such party.
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ANVICLIY VI
conlinued

required—to-poy—{er-only—its-proportionsteshare—ofsueh—partol-Bperotorasurlseedneiliteswhiehiruses.

linch party shall execute such division orders and contracts as may he necessary for the sale of its interest in praduction fram
the Conteact Aren, and, except os provided in Artlele VILIL, shall Ue entitled to receive puyment directly from the purchinser thereol for
its shere of all production.

In ths event any party shall fall to maks the arrangements necessary to take In kind or separately disposs of {tg
proportionate share of the oll and gas produced from the Contract Area, Operator shall have tha right, sublect to the
revocation at will by the party owning ft, but not the obiigatlon, to purchase such ofl and gas or sell it to others at uny
time and from tims to time, and shall account to such party for the actus)] net proceeds received for such production, If sold,
or the current market price {f purchased by the Operator. Any such purchase or sale by Operator shall be subfect alwiys to the
right of the owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of
all of) and gas not previously delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil
and gat shall be only for such reasonable perfods of time as are consistent with the minimum needs of the industry under Lhe
particular circumstances, but {n no event for a perfod {n éxcess of one (1) year, UHotwithstanding the forgetny, Operater
shall not make a sale, fncluding one into interstate conmerce of any 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'.separate disposition of its shiure of the gas causes split-steeam deliveries to separste pipelines undinr
deliveries which on 1 day-to-day basis.for any reason are not exacily vyual to a pariy's respective proportionste share of totel gns sales 10
Le allocuted to it, the balancing or accounting between the respeciive nccounts of the parties shall be in sccordance with any gos baluncing
ngreement between the partles hiereto, whether such v ngreement s atteched as LExhiblt B, or is a separnte apreenment,

D. Access to Contract Arseca and Informatiom

Tiach party shall have access 1o the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations,
and shall have access at reasonable times to information pertaining 10 the development or operailon thereof, including Operator's books
and records relating thereto. Operator, upon request, shall furnish each of the other pariics with copies of all forms or reports liled with
governmentol sgencies, dally drllling reports, well logs, tauk tables, dally gaupe and run tickets and reports of stuck on hund at the firsi of
ench mantly, and shall moke avniluble sumples of any cores or cuttings tuken fram any well dellled on the Contract Aren, “The cnst of
satheelng snd furnishlng Information to Nou-Operator, other thun that specified above, shall be charged to the Nun-Operutor thut re
quests the information, Notwithstandin? anything to the contrary, a Non-Operator who is’ in
default under Article VII.B shall have no rights under this Article VI.D.

11, Abondonment of Wells:

1. Abandonment of Dry Holes: Fixcept for any well drllled or deepened pursuant to Acticle VLIL2,, any well which lias been
drilled oc deepened under thie terms of this sgreement and Is proposed (o be completed as a dry hole shall not he plugped and abanduned
without the consent of all partles, Should Operator, after diligent elfort, be unable to contact any party, or should any purty loil to reply
within forty-eight (18) hours (exclusive of Saturday, Sunday and legal holidays) alter receipt of notice of the proposal to plug and ahandon
such well, such party shall be deemed to have consented 1o the proposed sbandoninent. All such wells shall be plugged and shandoned in
sccordance with applicable regulations and st the cost, risk and expense of the parties who participated In the cost of drilling or deepenlog
such well, Any party who objects to plugging snd abandoning such well shall have the right to take over the well and conduct lurther
operations in search of oil andfor gas subject to the provisions of Article VLB,

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consentlng Pucties have not been fully reimbursed as herein provided, any well which has been completed os a
producer sholl not be plugged and sbandoned without the consent of all parties, If all purties consent to such sbandonment, the well shinfl
be plugged and sbandoned In accordance with applicable regulations and at the cost, rlsk and expense ol all the parties hereto, If, within
thirty (30) days after recelpt of notice of the proposed abandonment of sny well, all parties do not agree to the abandonment of such well,
those wishing to continue is operation from the interval(s) of the formation(s) then open to production shall tender 1o encli of the other
parties its proportionate shace of the value of the well's salvable material and equipment, determined in accordance with the provisions ol
Lxhibit *'C'", less the estimaled cost of salvaglng and the estimated cost of plupging snd abandoning. Lxch abandoning party shall assipn
the non-sbandoning partles, wlthout warranty, express or Implled, as to title or as lo quantity, or liiness {or use of the equlpment and |
materlal, sll of its Interest In the well and related equipment, together with [ts Interest ln the leaseliold estate #s to, but anly as to, the in-
terval or Intervals of the formatlon or formations then open to pruduction. If the interest of the abrndoning party is or includes an oil and
gas Intecest, such party shall execute and dellver to the nen-abandonlng perty or parties an ol and gas lease, limlted 1o the interval or In-
tervals of the formation or formatlons then open to production, for & term of one (1) year and so long thereslier as oll and/ur gos Is pro-
duced from the interval or Intervals of the lormation or formatlons covercd thereby, such lease to be on the lorm nttuched as Bxhibit
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ARTICLE VI
continued
"'B". The assignments or leases so limited shall encompass the *“drilling unit’’ upon which the well is Jocated. The payments by, and the

assignments or leases to, the assignces shall be in 2 ratio based upen 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 assiguces. “Ihere shall be no resdjustment of
interests in the remaining portion of the Contract Area.

Therealter, abandoning parties shall have no further responsibility, libility, or interest in the operation of or production Irom
the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-
quest, Operator shall continue Lo operate the assigned well lor the account of the non-abandoning partics ai the rates and charges con:
templated by this agreement, plus any sdditional cost and churges which may srise as the result of the separate ownership of the assigned
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assighor or lessor shall then have the option 10

repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-
visions hercol.

3. Abandomment of Non-Consent Operations: The provisions of Article VLE L or VLLE.2. above shall be applicable as between
Consenting Parties in the event of the proposed abandonmient of any well exvepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all partics having the right to conduct further operations therein bave been notitied

ol the proposed sbandonment and atlorded the opportuily t clect 1o take over the well in accordance with the provisions ol this Article
VI.E.

) ARTICLE VI,
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the partics shall be several, not juint or collective. Lach party shall be responsible only for its obligations. and
shall be lisble only {or its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the lieas granted
among the parties in Article VILB. are given to secure vnly the debts of each severally. [t is not the intention of the parties to create, nos
shall this agreement be construed as creating, a mining or other partnership or assuciation, or to render the parties liable as partners.

B. Liens and Payment Defaults;

Each Non-Operator grants to Operator a lien upon its vil and gas rights in the Contract Area, and a security interest in its share
of oil andfor gas when extracted and its interest in all equipment, (o sccure payment of its share of expense, together with interest thereon
at the rate provided in Exhibit **C"". To thc extent that Operater has a security interest under the Unilorm Comimercial Code of the
state, Operator shall be entitled Lo exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
taining of judgment by Operator for the secured indebtedness shall not be deemed an election of reniedies or othierwise allect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share
of expense, Operator shall have the right, without prejudice to viher rights or remedies, to collect from the purchaser the proceeds from
the sale ol such Non“Operator’s sharc of oil andjor gas until the ameunt owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like licn

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

If any party fails or is unable to pay its share of expense within sixty (GV) days alter rendition of a statement therefor by
Operator, the non-delaulting parties, including Operator, shall, upon request by Qperator, pay the unpaid amount in the proportiva thit
the interest of each such party bears to the interest of all such purtics. Each party so puaying its share of the unpaid amount shall, 10 obtain
reimbursement thereol, be subrogated to the security rights described in the foregoing paragraph.

C. Poyments and Accounting:

Except as herein otherwise specilically provided, Operator shall promptly pay and discharge expenses incurred in the development
and operation of the Contract Area pursuant to this agreement and shall charge each of the partics hereto with their respective propor-
tionate shares upon the expense basis provided in Exhibit **C"'. Operator shall kecep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right from time to time to demand and receive from the other partics payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for its share thereof. Each such statesnent and invoice for the payment in advance of estimated expense shall be submitted
on or belore the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such cstimite within
filteen (1) days after such estimate and invoice is received. I any party fails to pay its share of said estimate within said time, \he amount
due shall bear interest as provided in Exhibit **C*’ until paid. Proper adjustment shall be made monthly between advances and -ctual ex-
pense to the end that cach party shall bear and pay ils proportionate share of actual expenses incurred, and no more,

-

D. Limitation of Expenditures:

1. Drill or Decpen: Without the consent of all partics, no well shall be drilled or deepened, except any well dulk,d‘ ¢
pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or decpening shall mclude' s N
1,
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ARTICLIEY VI
continued

1J Option No. 1t All necessary expenditures for the deilling or devpening, testing, completing and equipping of the well, inclading

necessary tankage andfor surlace lacilitivs.

L3 Optivn No. 2: All necessary expenditures for the deilling or deepening and testing of the well. When such well has renched its
suthorized depth, and all tests have been campleted, and the results thereol lurnished to the parties, Operator shall give immediate notice.
to thie Non-Operators who have the right to participate in the completion costs, "The parties receiving such notice shall have foriy-cipght
(48) hours {exclusive of Suturday, Sunday and legal holidays) in which 1o elect to participstc in the setting of casing and the campletion ai
tempt, Such election, when made, shall include consent to wll necessury expenditures for the completing nnd equipping of such well, in-
cluding necessary tankage and/or surfuce lacilities, Fuilure of any party receiving such notice to reply within the period above flixed shall
conslitute an clection Ly thal party not to participate in the cost al the completion attempt. i one or more, but less than all of the partics,
elect (o set pipe and to atempt a completion, the provisions of Article VL2, hereol (the phrase *'reworking, decpeniog or plugping
buck™ ws contained in Article VL1.2. shall be deemned to inciude **completing ') shall apply to the operations terealier conducted by less

than all partics.

2. Rewurk or Plug Back: Without the consent of all pactics, no well shall be reworked or plugged back exeepta well teworked or
] 1 | |

phpgesd ek pursuant 1o the provisions of Article VL2, of this apreement, Consent to the tewarking or pluggiag back of o well shall
inchnde ull necessury expendituses in conducting such operntions sond completing and cquipping of said well, inchadiog necessary tiokage

wndfor surlace lacilities.,

A, Qhier Qperatiuns: Without the consent of all partivs. Operstor shall not undertake any single project reasunably estimated
W requite an expenditure in excess of Twenty-Five Thousand Dollars 3.20,000.00 )
eacept in connection with a well, the drilling, reworkiog, deepening, campleting, recompleting, or plugging back of which has been
previously authorized by or pursuant o this agrecment; provided, however, tiat, in ease ol explosion, fite, ood or other sudiden

cmerpency. whether of the sume or dillerent nature, Operator may take such steps and incor such expenses as io its opinion are teyuined
to dual with the eniergency to saleguard file and property but Operator, as promptly as pussible, shall report the emerpency to the other
partics. I Operator prepares an authority for expenditure (AFE) for its vwn use, Operator shali furnish any Non-Operator so requesting
“un infarmation copy thereol for any single project costing in excess ol Ten Tliousand-----
Pollars ($ 10,000.00 ) but fess than the smount first set torth,above in this paragraph.

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

Rentals, shutin well payinents and minimom royaltics whicli iay be required under the teems ol any Jease shall be paid by e
party or parties who subjected such fease to this agrecment atits or their expense. [ the event two or more parties uwn and Dave cone
tributed dnterests in the same lease W this agreement, such pacties may designate one of such parties to niake said payments lor aind on
behall of all such parties. Any party may regquest, and shall be entitled o receive, proper evidence of all such payments. In the event of
failure to make proper payment of any rental, shutin well payment or minimun royally through mistake or oversight where such pay-
ment s required o continue the lease in force, any loss which resulis feom such non-payisent shatl be borne in accordance with the pro-

visions of Article IV.1).2,

Operator shall notity Non-Operator of the anticipated completion of @ shut-in pas well, or the shatting i or return w production
of  producing gas well, at least live (9) d:\)'.;s (exchuding Saturday, Sunday and legal halidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for [ailure to do so. In the event of failure by Operator to so notily
Naon-Operator, the loss of any lease contributed hereto by No-Operator lor failure to make timely paymients of any shut-in well payiment
shall be borne jointly by the parties hereto under the provisions of Article V.13,

l\flhe'?‘ sales commence, Operator shall notify Non-Operator of the date of first sale.
‘. Uxes:

Bepioning with the lirst calendar year altee the eflective date hereol, Uperator shall render for ad valorem taxation ol property
subject to this agreement which by law should be rendered {or such taxes, and it shall pay all such taxes assessed therean before they
hecome delinquent. Prior to the rendition date, eacli Non-Operator shalt furnish Operator information as to burdens (to include, but not
be limited 10, royalties, overriding royaltics and production payinenis) on leases snd oil tnd gas interests comtributed hy such None
Operaor, 1 the assessed valuation of any Reaschold estate is reduced by eeason of fis being subject to outstanding excess rovalties, over-
ridiog rayalties or production payments, the seduction i ad valoreos taxes resulting therelrom shall inure w the benelit of tie owaer o
owiers ol such leasehold estate, aod Operator shall adjust the charge to soch owner or ownees so as to cefleet the benelic of such cadue-
tion, W the wd valoren taxes are based in whole ar in part upon sepacate valuations of each party's working interest, then notwithstanding
anything o the contrary herein, cliarges 1o the joint account shall e made and paid by the parties beieto in accordance with the tax
vatue penerated by each party's working interest. Operator shall Litl e other parties for their proportionate shares af all tax pagments in
the manner provided in Exhibit ©C*.

Il Operator consitders any lax assessment improper, Qperator sy, st its discietion, protest within the tine and nanner
preseribed by law, and prosecute the protest woa linal determination, unless alf parties apeee w abandon the protest prior o final deter-
mination. During the pendency of administrative or judicial proceedings, Uperator may elect o pay, under protest, all such taxes and any
interestand penalty, When any such protested assessment shall have been linadly determined, Operator sliall pay the tax {or the juint ac-
count, ogether with any interest and penalty acerued, and the twtal cost shall then be assessed against Uie partics, and e paid by then, as
provided in Exhibit ©*C*',

Each party shall pay or cause to be gaid all production, severance, eacise, pathering and other tixes imposed upon or with idspect to
the production ur-handling of such paity's share of oil andfor gas produced uider the terms of this aprecisent. .
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ARVTICLE Vil
wwntinued

G. Insurance:

At all times while operations are conducted hereunder, Operator shall comply with the workmen's compensation luw of
the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said 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 f{or the benelit of the joint account of the parties as outlined in Exhibit **D"", attached to and made a part
hereol. Operator shall require all contractors engaged in work on or for Uie Contract Area to comply with the workmen’s compensation
law of the state where the operations are being conducted and to muaintain such other insurance as Opesator may requice.

In the event automobile public liability insurance is specilied in swid Exhibit **D*’, or subsequently receives the approval of the
parities, no direct charge shall be made by Operator for premiums puid for such insurance for Operator's automotive equipment.

ARTICLLE VI,
ACQUISITION, MAINTENANCE OR TRANSFER OF INTERLEST

A. Surrender of Leases:

The leases covered by this agreement, insolur as they embeace acreage in the Contract Area, shall not be surrendered in whole
or in part unless all parties consent theretu,

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiting 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 and equipment which may be located thereon and any rights in production
therealter secured, to the parties not consenting to such surrender. I the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall exccute and deliver to the party or parties not consenting to such surrender an oil and gus lease covering
such oil and gas interest for a term of one (1) year and so long thercalter as oil andfor gas is produced Irom the land covered thereby, such
lease to be on the form attachied hereto as Exhibit **B*". Upon such assiginment or lease, the assigning party shall be relieved from all
obligations thereafter accruing, but not theretoflore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further interest in the assigned or Icased premises and its equipiment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the lutter's interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value ol all material shall be detesmined in accordance with the provisions of Exhibit "*C", less the estiinated cost of
salvaging and the cstimated cost of plugging and abandoning. I the assignment or lease is in favor of more than one party, the interest
shall be shared by such parties in the proportions that the interest of each beurs to the total interest of all such parties.

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

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

B. Renewal or Extension of Leases:

I any party secures a renewal of any oil and gas leasc subject to this agreement, all other parties shall be notified prompuy, and
shall have the right for a period of thirty (30) days following receipt ol such notice in which to elect 1o participate in the ownership of the
rencwal lease, insofar as such lease allects lands within the Coutract Arca, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part ol 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.

If some, but less than all, of the partics elect to participate in the purchase of a renewal lease, it shall be owned by the partics
who elect to participate therein, in a ratio based upon the relationship ol their respective percentage of participation in the Contract Area
to the aggregate of the percentages ol participation in the Contract Area of all parties participating in the purchase of such renewal leasc.
Any renewal 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 pryportionate interest therein
by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they are for Uic 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 (G) months after the expiration of the existing lease shall be subject to this provision; but any lease taken or con-

tracted lor more than six (6) months alter the expiration of an existing lease shall not be deemed 2 renewal lease and shall not be sub;ccl \o
the provisions of this agrcement.

The provisions in this Article shall aiso be applicable 10 extensions of ol and gas leascs.

C. Acreage or Cash Contributions:

While this agreement is in lorce, il any party contsacts for a contribution of cash towards the drilling of A ell‘oi}an.');, other
operation on the Contract Area, such contribution shall be paid 10 the party wlho conducted the drilling or other opurauon l{'ld sl,all be
spplied by it against the cost of such drilling or other operation. I the contribution be in the form of acreage, the paru (o wholﬂ thc con-
tribution is made shalt prompily tender an assignment of the acreage, without warramy of title, to the Drilling Partics p},lhz ptofwr(lons

s
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ARTICLI Vi

continued

i said Drilling Purtivs shared the cost of drilling the well. Such aceenge shall hecome a separate Contract Area sud, w the extent possible, be
2 governed by provisions identical w this agreement, Each pacty shall prompuly notily all other parties of any acreage or cash contributions
3 it may obuain in support of any well or any ather operation on the Contract Area, The ubuve provisions shull also be spplicable to op-
4 tional rights 1o earn scrcage outside the Contract Area which wre in support af a well drilled inside the Contract Area,

3

6 1f any party contructs for any considerition relating to disposition of such party’s share of substunces produced hereunder, such
7 consideration shall not be deemied o conteibution as contemplieted in this Articte VIILC.

8

Y . Muintenance of Unifoem laterest:
10
11 Fur the purpuse of muintaining uniformity of wwnership in the il and gas leasehold interests covered by this agreement, no
12 party shall sell, encumber, transler or inake other disposition of its inwerest in tie feases embraced within the Contract Area snd in wells,
13 equipment and production unless such dispusition covers cither:
14
15 - 1. the entire interest of the party in all teases and equipmens and produciion; or

HY

17 2. an cyual undivided interest e all Teases wd equipent snd poaduction e tie Canteact Area,

18

19 Every such sale, encumbrance, transler or other disposition made by any party shadl be nade expressly subject 1o this agreanemnt
20 and shall be made without prejudice w the right of the other partics.
21

2 I, s¢ any time the interest ol any party is divided among ad owied by lour or more co-vwnurs, Operator, at its discretion, inay
23 require such co-owners o appoint a single trusiee or agent with full authority 1o receive notices, approve expenditures, seceive billings lor
24 and approve and pay such party's share of the joint expenses, wd to deal generaly with, snd with power 1 bind, the co-owners of such
2% party's intecest within the scope of the aperations entbraced in this agrecaent; however, afl such co-owners shall have the right to enter
26 into amd execute all contracts vr agreements for the disposition of their respective shares of the oil and gas produced from the Contract
27 Areu and they shall have the right 1o receive, separately, paynient of the sale;proceeds thereol.

28

29 K, Wauiver of Rights w Partitivn:

30 4

3 If permitied by the laws of the state or states in which the property covered hereby is locuted, each purty hereto owning un

32 uadivided interest in the Contract Area waives any and all vights itmay bave o partition and have set aside 1o iU in severalty its undivided
33 duterest therein,

34

35 F. Preferential Right to Purchuse:

3 |

LY Should any party desire ta sell all or any part of its interests wader this agreement, or its rights and inlerests in the Contract

38 Arca, it shall promyptly pive weitten natice to the ather parties, with lull information concerning its proposed sale, which shall include the
39 name and address of the prospective purchuser (who must be eeady, willing and able 10 purchase), the purchase price, and ull other terms
40 of the oller. The other parties shall thea have an optional prior right, for 2 period of ten (10) days alier receipt of the notice, to purchase
41 on the same terins and conditions the interest which the othier party proposes to sell; and, if this optional right is exercised, the purchas-
42 ing parties shall share the purchased interest in the proportions that the interest of cach bears to the total interest of all purchasing par-
43 ties. Plowever, there shall be nu preferential right to purchase in those cases where any party wishes 1o mortgage its interests, or o
44 dispose of its interests hy merger, reorganization, consolidation, or sale of all erswhstentialy-ni-aitrassets-te-r-rulisidinrr-erparenteom-

45 G whsidiy mpritgsrean iy, o Lo any company in whigh any ong party awns a niajority of the stack.

46 *‘o:x'asuss,{an& Tly 'a 01é 1ts asse{;s, or a sale or transfer of its interests to a
o subsidiary or a parent company, or /\SIL(‘Pl%‘l({']Iary of a parent company,

48 INTERNAL REVENUILL CODI BLECTION

4y '

S0 “This, sgreemuent is not intended to create, amd shall not be construed to create, a relutionship of partneeship or an associstion

s1  for prafit between or among the parties hereta, Notwithstaading any provision herein that the rights and labilities hereunder are several
52  and not juint or collective, or thut this agrecment mixl operations hereunder shall not constitute a parinership, i, lor federal income tax
$3  purposes, this agreement and the operations hereunder are regarded as a partnership, cach party hereby allected clects 1o be excluded
4 Irom the application of all of the provisions of Subchapter *K**, Chirpter 1, Subtitle **A"", of the Internal Revenue Code of 19594, as per-
$$  mitted and suthorized by Section 761 of the Code amd the regulations promulgaied thereunder. Operator is suthorized and direeted to ex-
$6  ecute on behall of each party hereby aflected such evidence of this election as may be required by the Secretary of the Treasury of the
57  United Stites or the Federal Internal Revenne Service, inchuding specilically, but not by way of limitation, all of the returns, stnements,
sy and the data reguired by Federal Regulions 1,761, Should there be any requirement that each party bereby alfected give lurther
59 cvidence of this election, each such party shall exccute such docwnenis and furnish such vther evidence as may be required by the
6 Federal Internal Revenue Service or as may be necessary to evidence this election, No such party shall give any nulices or tuke any other
0) sction inconsistent with the election made hereby, If auy present or futnre income 1ax Jaws of the state or stutes in which tho Contract
62 Acais lacated or any (uture inconte tax laws of the United States contnin provisions similar 1o those in Subchapter ©'K'*, Ci\upmr l,
03 Sublitle ""A", o the Internal Revenue Code of 1994, under which an clection similur to that provided by Section 761 of the Co!dx':'is per-
& milled, vach party hereby alfected shall make such election as inay be permitted or required by such laws, Inomaking the luregding clec-
65 tion, cach such party states that the income derived by such party frons operations hereunder can be wlequately determined wilhéu( the
6G computation of partnership waxable income, ’ ¥
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may scttle any single uninsured third p.my daunu- claim or suit arising {rom operations hereunder if the expenditure
does not exceed Five Thousand and no/ 100 oo =~ Dollars
It 5,000.00 ) and il the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the [urther handling of the claim or suit, unless such authority is
deleguted to Operator. All costs and expenses of handling, seitling, ur otherwise discharging such claim or suit shall be at the joint ex-
pensc of the parties participating in the operation [rom which the claim or suit arises. I a claim is made ag:'ins( any party or il any party is
sucd on account of any matter srising from operativns hereunder over which such individual has no control because of the rights given
Operator by this agreement, suchi party shall immediately notily all other purties, and the claiin or suit shall be treated as any other claim
or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJUEURE

If any party is rendered unable, wholly or e part, by force majeure to carry out its obligations under this ugreement, other than
the obligation to make money paymients, that party shull give to all other parties prompt writien notice of the force majeure with
reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are allected by the force
majeure, shall be suspended during, but no Jonger than, the continuance ol the lorce majeure. The alfected party shall use all reasonable
diligence to remove the force majeure situation as yuickly as praciicable.

The requirement that any lorce majeure shall be remedicd with all reasonable dispatch shall not require the settlement of strikes,
lockouts, or other labor dilliculty by the party tuvolved, contrary to its wishes; how all such dillicultics shall be handled shall be entirely
within the discretion of the party concerned.

The term *‘force majeure’’, as here employed, shall mean an act of God, strike, lockoul, or other industrial distarbance, act of
the public enemy, war, blockade, public riot, lightuing, fire, storm, floud, explosion, governmental action, governmental delay, restraint
or inaction, unavailubility of equipment, and any other cause, whether of the kind specifically etumerated abuve or othierwise, which is
not reasonably within the control of the party claiming suspension.

ARTICLL X1
NOTICES

All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specilically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to
the parties to whom the notice is given at the addresses listed on Exhibit **A"’. The originating notice given under any provision hereol
shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
response thereto shall run {rom the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and {ram time o time, by giving written notice thereo! to all ather parties.

ARTICLE X1
TERM OF AGREEMENT

This agreement shall remain in full force and elfect as to the oil and gus leases andlor oil and gas interests subject hereto for the
period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any
lease or oil and gas interest contributed by any other party beyond the term of this agreement.

O Option No. 1: So long as any of the oil and gas lvases subject to this agreement remain or are continued in force as Lo any part
ol the Contract Area, whether by production, extension, renewal or otherwise.

’

@ Option No. 2: In the event the well described in Article VI.A.. or any subsequent well drilled under any provision of this

-agreemient, results in production of oil andfor gas in paying quantitivs, this agreement shall continue in force so long as any such well or

wells produce, or are capable of production, and for an additional period of __ Q0 days {rom cessation of all production; provided,
however, il, prior 1o the expiration of such additional period, one or more of the partics herelo are engaged in drilling, reworking, decpen-
ing, plugging back, testing or awempting 1o complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therelroms, this agrecruent shall continue in force as provided hercin. In the fyent the
well described in Article VLA, or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, qr c:pablc
of producing oil and/or gas from the Contract Arca, this agreement shall terminate unless drilling, deepening, phigging back off rework-

ing operations are commenced within 60 days [rom the date of abandoument of said well. "g',

i L\“
g

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability WIuch has
accrued or attached prior to the date of such termination.
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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 agreement shall be subject to the conservation laws of the state in which the Contract Arca is located, to the valid rules,

regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable lederal, state, and local laws, or-
dinances, rules, regulations, and orders.

B. Governing Law:

_ This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,
remedies, procedures, rights, duties and interpretation or construction, shull be governed and determined by the law of the state in which
the Contract Arca is located. H-the-Contrrot-Arrenirinto-ormetestrterthehrrotrestrteofe—d AL~

C. Regulotory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or siate laws or under rules, regulations or orders promulgated

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

With respect to operations hereunder, Non-Operators agree to release Operator from uny and all losses, damages, injuries, claims
and causes of action arising out of, incident to or resubting directly or indirectly from Operator's interpretation or application of rules,
rulings, regulations or orders ol the Departmient ol Eneegy or predecesser or successor agencies (o the extent such interpeetution o ap-
plication was made in good faith. Euch Non-Operator further agrees to reimburse Operator for any amounts applicable to such Noa-
Operator's share of production that Operator may be required w refund, rebate or pay as u result of such an incorrect interpretation or
application, together with interest and penalties thercon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required 1o be submitied to the purchaser
ol any crude oil sold hereunder or to any other person or eality pursuant to the requirements of the **Crude Oil Windfall Prolit Tax Act
of 1980, as sume-muy be amended from time o time (Act™), and any valid regulations or rules which may be issued by the Treasury
Depaciment (rom time Lo time pursuant to suid Act. Each party hereto agrees to furnish any and all certifications or other information
which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act.

ARTICLE XYV.
OTHER PROVISIONS

A. This Operating Agreement shall be and is the only Operating Agreement
governing the parties hereto within the contract area.

B. Whereas Joe Reynolds contemplates and intends to assign undiyic{ed interest
"in the "Contract Area" to other persons, firms, and corporations, it is agreed
and understood that Ar ticle VIII (D), "Maintenance of Uniform Interest,” _and
Article VI1I (F), "Preferential Right to Purchase," shall not apply.to his interest
and to such assignments. Provided however, the provision in Article Vit (D)
(lines 22 through 27) which requires the appointment of a trustee or agent

with authority as therein designated in the event. an interest "is divided among
and owned by four or more co-owners..." shall be fully operable as to the
Reynolds ownership interest and his asignees and grantees.
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A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVI,
MISCELLANEQUS

This ngreement shall be binding upon and shall inure to the benelit of the partics hereto and 10 their respective heirs, devisecs,
legal representatives, successors and assigns.

This instrument may be executed in any number ol counterparis, each of which shall be considered an original for all purposes.

IN WITNESS WHEREQF, this agrecment shal‘l be ellective as of 215t  day of July 19_89

OPELRATOR
ORYX ENERCY COMPANY, AS
MANAGING GENERAL PARTNER OF

OPERATING LIMlTED PARTNERSHI

(,u( (\f——

NON-OPERATORS
BTA O!IL PRODUCERS

ACIFIC ENTERPRISES OIL COMPANY
’(JUSA) JOE REYNOLDS

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

ARTICLE XVI,
MISCELLANEQUS

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

This instrument may be executed in any nuimber of counterparts, each of which shall be consideced an original for all purposes.

IN WITNESS WHEREOF, this agreament shall be elfective as of ___21S% day of July 19_89

OPERATOR
ORYX ENERGY COMPANY, AS
MANAGING GENERAL PARTNER OF

OPERATING LlMlTED PARTNERSH!P

{,(A(/-\._

NON-OPERATORS
BTA OIL PRODUCERS

%m 5”

PACIFIC ENTERPRISES OIL COMPANY BARRY B , Partner
(USA) JOE REYN
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" A.ADP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVI.
MISCELLANEOQUS

This sgreement shall be binding upon and shall inure to e benelit of the parties hereto aud to their cespective heirs, devisees,
legal representatives, successors and assigns.

This insttument may be executed in any number of counterpacts, each of which shall be consideced an original lor all purposes

IN WITINESS WHEREOF, s agrecment shall be clfective 3 of 218t dayof July ,19_89
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OPERATOR

—
W

ORYX ENERGY COMPANY, AS
MANAGlNC CENERAL PARTNER OF
OPERATING LlMlTED PARTNERSHIP
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NON-OPERATORS
BTA OIL PRODUCERS
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zwovbw

PACIFIC ENTERPRISES OiL COMPANY
(USA) JOE REYNOLDS
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A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE X VI,
MISCELLANEOUS

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

This instwrument may be executed in any nunber of counterparts, each of which shall be considered an original lor all purposes.

IN WITNESS WHEREOQF, this agreement shall be cllective as of 215t dayof July ,19_89

OPERLATOR
ORYX ENERGY COMPANY, AS
MANAC]NG GCENERAL PARTNER OF
OPERATING LlMlTED PARTNERSHI

Lu(/\

NON-OPERATORS
BTA OIL PRODUCERS

PACIFIC ENTERPRISES OIL COMPANY
(USA) JOE REYNOLDS
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EXHIBIT A

TO OPERATING AGREEMENT

CONTRACT AREA AND PARTIES

CONTRACT AREA

N/2 of Section 26, T22S-R34E, Lea County, New Mexico

DEPTH LIMITATIONS

from surface to the stratigraphic equivalent of the total depth

. drilled in the initial test well.

PARTIES AND INTERBSTS

Nome and Address

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

P. O. Box 2880

Dallas, Texas 75221-2880

BTA Oil Producers
104 South Pecos
Midland, Texas 79701

Pacific .Enterprises Oil Company (USA)
10 Desta Drive, Suite 500 West
Midland, Texas 79705

Joe Reynolds

2333 50th Street
Lubbock, Texas 79421

SUN 9-82

Percentage Interest

50.00%

25.00%

12.50%

12.50%
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_ Recommended by the Council
Kea/iB 601, BOX 80O of Petroleum Accountonts

TULSA OK 74101 Societies puPRS
U n

EXRHIBIT Y c

Attached to and made a part of _that certain Operating Agreement dated July 21, 1989 by

_and between Oryx Enerqgy Company, as Operator and BTA 0Qil Producers, et al, as
Non-Operator

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Properly” shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

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

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

“QOperator” 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 {unction in Joint Qperations 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 profcs-
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.

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

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their 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

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

3. Advances and Payments by Non-Operators

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

B. Each Non-Operator shall pay its proportion of all bills within filteen (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 Jhe Chase
Manhaﬁamﬁanug_ 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 attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereol;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed

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

gl_jgs COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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B. Audits

(RS

. A Non-Operalor, upon nolice in wriling to Operator and all other Non-Operalors, shall have the right to audit Opera-
tor’s accounts and records relating Lo the Joinl Account for any canlendar year within the twenly-four (24) month
pericd 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 Paragruph 4 of this Seclion
1. Where there are Lwo or more Non-Operators, the Non-Operators shall make every reasonable elfort to conduct a
.. joint audit in & manner which will result in a minimum of inconvenience to the Operator. Operalor shall bear no por-
tion of the Non-Operators' audit cost incurred under this puragraph unless agreed to by the Operator. The audils
shall not be conducted more than once cach year withoul prior approval of Operator, except upon the resignation or
removal of the Operalor, and shall be made at the expense vf those Non-Operators approving such audit.

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

6. ~ Approval By Non-Operators

Where an approval or other agreement of the Parties or Non-Uperalors is expressly required under other sections of this
Accounting Procedure and if the agreement to which this Accounting Procedure is atlached contains no contrary provisions
in regard thereto, Operator shall notily 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.

II. DIRECT CIHARGES

Dperator shall charge the Joint Account with Lhe following items:

1. " Ecological and Envirenmental

Costs incurred for the benefit of the Joint Property as a resuit of governmental or regulatory requirements Lo satisfy environ-
mental considerations applicable o the Joinl Operations. Such cosls may include surveys ol an ecological or archaeological
nature and pollution control procedures as required by applicable luws and regulalions. -

2.  Rentals and Royaltices

Lease rentals and royalties paid by Operator for the Joinl Operations.
3. Labor

A. (1) Salaries and wages of Operalor’s (ield employees direclly 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 IEmployees directly employed on the Joint Property il such charges are excluded
from the overhead rates.

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

Operator’s cost of holiday, vacation, sickness and disability bencfits and vlher customary nllowances puid to employces
whose salaries and wages are chargeable to the Joint Account wider Paragraph 3A of this Scetion 1. 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 churgeable to the Joint Account under Paragraph 3A of this Seclion 1. If percenlnge assessment
is used, the rale shall be based on the Operator’s cusl experience.

Expenditures or contributions made pursuant to assessments imposad by governmental authority which are spplicable
to Operalor's costs chargeable to the Joinl Account under Paragraphs 3A and 38 of this Seetion 11

D. Personal Ixpenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph

3A of this Section I1I.
Employce Benelils

Operator's current costs of established plans for employees’ giroup life insurance, hospitulizatlion, pension, retirement, stock
purchase, thrift, bonus, and other benelit plans of a like nature, applicable to Operator's labor cost chargeable (o the Joint
Account under Paragraphs 3A and 3D of this Section 11 shall be Operator's actual cost not to exceed the percent most recent-
ly recommended by the Couneil of Pelroleum Accounlanls Socielies.

5. Madterial

Material purchased or (urnished by Operator for use on the Joint Property as provided under Section 1V, Only such Material
shall be purchased for or transferved 1o the Joinl Properly as may be required fur immediale use and is reasonably praclical
and consistenl with e(ficient and econamical operations. The accumulation of surplus stocks shall be avoided,

6. Transportation

Transportalion of employees and Malerial necessary for the Joint Operations but subject Lo the following limilations:

A. If Material is moved o the Joint Property from the Operator's warchouse or other properties, no charge shall be made
1o the Joint Account for a dislance greater than the distance from Lhe nearest reliable supply slore where like malerial
_is normally available or railway receiving point nearest the Joint Properly unless agreed to by the Parties.

SUN _
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9.

10.

11

12,

13.

14.

15.

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

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

B.

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

Services

The cost of contract services, equipment and utilities provided by oulside sources, except services excluded by Paragraph
10 of Section 11 and Paragraph i, ii, and iii, of Section 111. The cost ol professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Properly if such charges are excluded from the overhead rates.
The cost of professional consultant services or coniract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously ugreed Lo by the Parties.

Equipment and Facilities Furnished By Operator
A. Operator shall charge the Joint Account for use of Operator owned cquipment and facilities at rates commensurate
with costs of ownership and operalion. Such rates shall include costs of mainlenance, repairs, olher operating expense,
insurance, taxes, depreciation, and interesi on gross investment less accumulated depreciation not to exceed

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

B. Inlieu of charges in paragraph 8A above, Operator may elect Lo use average commercial rales prevailing in the immedi-

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

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross negligence or

will{ul misconduct. Operator shall furnish Non-Operator wrilten nolice of damages or losses incurred as soon as practicable
alter a report thereof has been received by Operator.

Legal Expense

Expense of handling, investigating and sellling litigation or claims, discharging of liens, payment of judgements and
amounts paid for seltlement of claims incurred in or resulting from operations under the agreement or necessary to prolect
or recover the Joint Property, except that no charge for services ol Operator’s legal stalf or fees or expense of oulside attor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is cons:dered lo be covered by the
overhead provisions of Section III unless otherwise agreed to Ly Lhe I'urties, except as provided in Section I, Paragruph
3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation Lhereof,
or the production therefrom. and which taxes have been paid by the Operator for the benelit of the Parties. I{ the ad valo-
rem taxes are based in whole or in part upon separate valuntions of each party's working interest, then notw:lhslnndmg

anything to the contrary herein, charges to the Joint Account shall be nmde and paid by the ’arlies hereto in accordance
with the tax value generated by each party's working interest.

Insurance

Net premiums paid for insurance required to be carried [or Lthe Joinl Qperations for the proteclion of the Parties. In the
event Joint Operalions are conducled in a state in which Operalor may acl as sell-insurer for Worker's Compensalion and/
or Employers Liability under the respeclive state's laws, Operalor may, at ils eleclion, include the risk under its sell-
insurance prograin and in that event, Operalor shall include a charge at Operalor’s cost not to exceed manual rates.

Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or olher regulatory
authority.

Communications

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and
microwave facililies directly serving the JoinL Property. In the evenl cominunication [acilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be muade as provided in Uaragraph 8 of this Section 1.

Other Expendilures

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

is of direct benefit to Lthe Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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I1I. OVERHEAD

1. Overhead - Drilling and Producing Operations

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

{ x) Fixed Rate Bdsis, 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
3A, Section 1I. 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 I1I unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

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

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

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

( ) shall be covered by the overhead rat
{ x) shall not be covered by the.

A. Overhead - Fixed Rate Basis N
(1) Operator shall

Drilling Well
(Prorated

arge the Joint Account at the following rates per well per month:
ate $ 5,800.00
less than a full month)

1l Rate $ __580.00 /

7

Producing

{2} Application
(a) Drilling

verhead - Fixed Rate Basis sth/be as [follows:

o

"

(1) Charges‘xfor 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 {ifteen
(15) or more consecutive calendar days.

{b) Producing Well Rates

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

{2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered a 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 considered as a one-well charge providing the gas well is directly connected to a permanent sales
outlet.

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

{5) Al 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 {irst day of April each year following the effeclive 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 Stales
Department of Labor, Bureau of Labor Statislics, or the equivalent Canadian’index as published by Statistics
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justment.
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evelopment-

Percent ( %) of the cost of development of the Joint Property exclusive o
der Paragraph 10 of Seclion Il and all salvage credils.

{b) 0perating\*\\

’ PerceM) of the cost of operating thwin roperty exclusive of cosls provided under
Paragraphs 2 and 10 of Section [1ull salvage credits, the-vdlue of injected substances purchased for secondary
recovery and all taxes and assessmenlSwhigh arglevicd, assessed and paid upon the mineral interest in and
to the Joint Property. ~—

(2) Application of Overhead yag asis shall be as foligws:
For the purpose of degr,m' fing charges on a percenlage busis unm 1B of this Section }1I, development

shall include all in connertion with drilling, redrilling, deepening, or any edinl operulions on any or alj
wells iwse of drilling rig and crew capable of drilling to the producing rval on the Joint Prop-

: T preliminary expendilures necessary in preparation {or drifling and expenditures in e in abandoning
tn the well is not compleled as a producer, and original cost of construction or installation of assels, the

expansion of fixed assels and any other project clearly discernibie as a {ixed asset, except Major Constr
inod-in-Paragroph-2-of-this-SeelionlH~AH-olher-uosinshall-boconsidered-as-operat

provided

Overlicad ~ M'njor Couns{ruction

To compensate Operator for overhead costs incurred in the construction and installation of {ixed ussets, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development nd operation of the
Joint Property, Operator shall either negotiale a rate prior lo the beginning ol construction, or shall charge the Joint
Account for overhead based on the following rales for any Major Construction project in excess of § 25, 000

A.__ 5 %ol first $100,000 or tolal 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.

Total cost shall mean the gross cost of any one project. For the purpose of Lthis paragraph, the companent parls of a single

project shall not be trealed separately and the cost of drilling and workover wells and artilicial lift equipment shall be
excluded.

Catastrophe Qverhead

To compensate Operator {or overhead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, slorm, hurricune, or olther calaslrophes as agreed Lo by the Parties, which are necessary
lo reslore the Joint Properly to the equivalent condition that existed prior lo the event causing the expenditures, Operalor

shall either negotiate a rate prior o 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___ %ol total costs in excess of $100,000 but less than $1,000,000; plus
C.—2 %ol total cosls in excess of $1.000,000.

Expenditures subject to the overheads aubove will nol be reduced by insurance recoveries, and no other overhead provi-
sions of this Section 111 shall apply. ’

-

Amendment of Rales

The overhend rates provided for in this Section 111 may be amended from time to Lime only by mutua!l agreement belween
the Partics hereto if, in practice, the rates are found to be insufficient or excessive.

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

Operalor is résponsible for Joint Account Malerial and shall make praper and limely charges and credils for nll Material mave-
ments affecting the Joinl Property. Operalor shall provide all Material [or use on the Joinl Property; however, al Operalor's
option, such Material may be supplied by the Non-Operator. Operator shall muke timely disposition of idle and/or surplus
Material, such disposal being made either through sule 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
Malerial. The disposal of surplus Controlluble Malerial not purchased by the Operator shall be agreed to by the Parties.

L
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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 delective or returned to vendor for any olher reasons, credit shall be passed o the Joint Account
when adjustment has been received by the Operator.

Transfers and Dispositions

Material furnishec to the Joint Property and Material transferred {rom the Joint Pruperl-y or disposed of by the Operator,

- unless otherwise agreed to by the Parties, shall be priced on the {ollowing basis exclusive of cash discounts:

-5-




A.
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New Malerial {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 dale ol movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest Lthe 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

may be used. IFreight charges for tubing will be calculaled from Lorain, Ohio and casing from Youngstown,
Oliio.

{b) For grades which are special (o one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost from that mill to the railway receiving point nearest the Joinl PProperty as provided above in

Paragraph 2.A.(1)a). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field
Haulers Association interstate Lruck rale shall be used.

(e) -Special end finish tubular goods shall be priced at the lowest published out-of-stock price, {.0.b. Houslon,

Texas, plus transportation cost, using Qil Field Haulers Associution interstate 30,000 pound Lruck rale, to
the railway receiving point nearest the Joint Propertly.

{d) Macovoni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.0.b.
the supplier plus transporiation costs, using the Oil Field Haulers Association interstate truck rate per weight
of Lubing 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 Puragraph A.(1)(a) as provided above. Freight
charges shall be caleulated from Lorain, Qhio.

{L) Line pipe movemenls (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds

. shall be priced at Easlern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus trangportalion cosls based on [reight rales as sel forlh under provisions of Lubular goods pricing in Para-
graph A.(1)(a) as provided above. Freight charges shall be calculuted from Lorain, Qhio,

{¢) Line pipe 24 inch OD and over and % inuch wall and larger shall be priced [.0.L. the point of manulacture

at current new published prices plus Lransporlation cost to the railway receiving point neurest the Joint
Property.

{<) Line pipe, including labricaled line pipe, drive pipe and conduil not listed on published price lisls shall be

priced al quoled prices plus freight to the railway receiving point nearesl Lthe Joint Property or al prices
agreed to by the Parties.

{3) Other Material 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 manufaclure, plus transportation costs, if applicable, to the railway
receiving poinl nearest the Joint Property.

{4) Unused new Malerial, except tubular goods, moved from the Joint Property shall be priced al the current new
price, in effect on dale of movement, us listed by a relinble supply store nearest the Joinl Property, or point of
manulacture, plus transporlation 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 Malerial (Condition B)

Material in sound and serviceable condilion and suitable for reuse withoul reconditioning:
(1) Malerial moved to the Joint Property
At seventy-five percent (76%) of current new price, as delermined by Paragraph A, -

{2) Material used on and moved from the Joint Property

(a) Atseventy-live percent (756%) of current new price, as delermined by Paragraph A, il Material was originally
charged to the Joirit Account as new Material or

(b) At sixty-live percent (66%) of current new price, as delermined by Paragraph A, il Malerial was originally
charged Lo 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 Le absorbed by the translerving property.
Other Used Material
{1) Condition C
Material which is not in sound and serviceable condilion and not suitable for its eriginal function until afler recon-

ditioning shall be priced at [ilty percent (50%) of current new price as determined by Paragraph A. The cost of

recondilioning shaill be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.




I

Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be

priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(2) Condition D

(a) Casing, tubmg, or drill pipe used as line pipe shall be prlced as Grade A and B seamless line pipe of com-

. - parab)e size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
’ pipe prices. “:

(b) Casing, tubing or drill pipe'used as higher pressure service lines than standard line pipe, e.g. power oil lines,

shall be priced under normal pricing procedures [cr casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

(3) Condition B

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

D. Obsolete Malerial

Malerial which is serviceable :;nd usable for its original [unclion but condition and/or value ol such Material is not
equivalent lo that which would justify a price as provided above may be specially priced 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 Joint Account at the rate of twenty-five cents (26¢) 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 Junuary 1, 1985 by the same
percenlage increase or decrease used to adjust overhead rales in Section 111, Paragraph 1.A(3). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of PPetroleum Accountants Socielies.

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

3. Premium Prines

Whenever Mulerial is not readily obtainuble al published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operntor has no control, the Operator may charge the Joint Account for the requnred
Material at the Operator's actual cost incurred in prowdmg such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is {urnished to Noun- Operntors of the proposed charge prior to billing
Non-Operators for such Material. Each Non-Operator shalt have the right, by so electing and notifying Operatlor within

ten days alter receiving notice from Operalor, lo furnish in kind all or part of his share of such Material suitable for use
and accepluble to Operator.

4.  Warranty of Material Furnished By Operator

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

V. INVENTORIES
The Operalor shall maintain detailed records of Conlrollable Malerial.

1.  DPeriodic Invenlories, Nolice and Representation

At reasonable intervals, inventories shail be laken by Operalor of the Joint Account Controlluble Muterial, Written notice
of intention to take inventory shall be given by Operalor at least thirty (30) days belore any inventory is to begin so thal
Non-Operalors may be represenied when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to uccept the inventory taken by Operator,

2.  Reconcilialion and Adjustment of Inventories

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

3. Special Iuventaries

Special invenlories may be taken whenever there is any sale, change of inlerest, or change of Operalor in the Joint Property.
It shall be the duty of the purly selling to notify all other Parlies as quicldy as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such invenlory. In cases involving a chunge
of Operator, nll Parties shull be governed by such inventory.

4. Expense of Conductling Invenlories

A. The expense of conductmg periodic inventlories shall not be charged Lo the Joint Account unless agreed (o by the
Parties.

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

INSURANCE

1. COYERAGE

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

(a)

(b)

(c)

(d)

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

Employer's Liabllity Insurance with a limit of not less than
$500,000 for 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 Publie Liabilit); 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 Automoblile shall be
charged as operation expense, No lnsurance, 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 B
10 OPERATING AGREEMENT

GAS BALANCING AGREEMENT
_(ONSIHORE )

1. Cas Imbalances.

Notwithstanding anything to the contrary {n the Operating Agreement to which this Gas Balsncing Agreement is
sttached, {f any party hereto takes and disposes of less than its parcentage Interest share of gss (including
cesinghead pas) produced and saved durfng any cslendar month, then the volume not taken by such party may ba
taken by any other party or partiss harsto. If such volume {s tekan by mors then ona party, then sach taking
party shall be entitied to take the proportion thersof that its percentage interest bears to ‘the sum of the

parcentage finterests of all Raking parties, or in such other proportions as the taking partles may sgres upen
among Lhemsslvas,

2. Yolumetric Balancing.

2.1 PBalancing by Category. Yolumetric balancing hereunder shall apply separstely to each category
estabifished by law, regulation or governmental order for the purpose of setting a celling price for gas,
{acluding but not limited to the categories established by the Natural Gas Policy Act of 1978 and the Fedaral
Energy Regulatory Commlission. Al) gas which s now or hereafter becomes unreguleted as to price shall be con-
sidered a single category, snd any Cumulative Overproduction or Cumulative Underproduction accrued in a previous
regulated category shall, upon deregulation, be carrled forward into the unregulated category. In all other
cases Involving the revision of s category, anmy Cumulative Overproduction and Cumulative Underproduction accrued

prior to the revision shall remain in the previous category and not be carried forward to the category as
ravised.

2.2 'QDefinitions. The term “Cumvlative Underproduction” means the amount by which the cumulative volume of
gas taken by a party within a particular category is less than the cumulative volume that party was entitled teo
take within such category according to fts percantage interest; the term "Cumulative Overproduction” means tha
smount by which the cumulative volume of gas taken by a party within a category exceeds the cumulative volums
that party was entitled to take within such category according to §ts percantage interest; the term "Under-
producer” means a party credited with Cumulative Underproduction; the "term "Overproducer" means a party charged
with Cumulative Overproductlion: and the term "Make-Up Gas" means the volume taken by an Underproducer to make up
Cumulative Underproduction pursuant to Paragraph 2.4 or Paragrasph 2.5 below.

2,3 Qperator'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 menth; and (c) the Cumulatfve
Ovarproduction or Cumulative Underproduction, {f any, of each party as of the end of that month,

2.4 Balancing - Single Purchaser. When gas within a particular category is dellvered by the partles to a
single purchaser, an Undarproducer may glve 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 Cas during that month, Each
Overproducer shall promptly notify Its purchaser so that such purchaser will adjust fts takes to accommodate the
make-up. The Underproducer shall thereupon be entitled to take Make-Up Gas equal to fts Cumulative Underpro-
duction In sddition to its full-percentage Interest share of gas during that month, provided that to accommodate
such make-up no other party (including an Overproducer) shall ever be required to take less than 75X of fits
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 fts 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 avallable
as Make-Up Cas, the volume avallable as Make-Up Cas shall be shared by such Underproducers In proportion to their
respective Cumulative Underproduction. Subject to the 75X ‘imitation specified above, the volume taken as

Haks-Up Gas during the month shall be deducted from the volume of gas otherwise avallable 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 provislons 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 Cumulastfve
Underproduction), equal to the total volume of gas delivered to that party's purchaser during the monlh, multi-
plied by & fraction, the numerator of which is that party's percentage interest under the Operating Agreement,
and the denominater of which is the sum of the percentage interests of all partles delivering to that purchaser,

2.6 011 and Qther Minerals. Regardless of the volume of gas actually taken by any party herelo, such party
shall share, as otherwise provided {n the Operating Agreement, i{n the production of crude oll, condensate and
other minerals separated from the gas In facilitles operated for the foint account,

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

3. Final Cash Balancing.

3.1 Statements. 1f a11 parties have not achieved volumetric gas balance 5n al} categories upon termination
©of the Operating Agreement or upon a permanent cessation of all gas production thereunder, Operator shall furnish
to all parties a statsment showing the final Cumulative Overproduction and Cumulative Underproductlon of each
party by category, and the month and year {n which it accrued. In determining the timing of accrusls, Make-Up
Gas shall ba applied agafnst Cumulative Ovarproduction and Cumulat{ve Underproduction on a first-in-flrst-out
basls. Within 60 days after receipt of Operator's statement, each Overproducer shall furnish to a1l other
parties & statement showing the value of fts Cumuiative Overproduction for each category, based on the price the
Overproducer actually recefved for ths Cumulalive Overproduction in a sale to a Ronaffilfate during the month(s)
in which the Cumulative Overproduction. accrued, less all payments made by the Ovarproducer pursuant to Paragraph
4 below, In the sbsence of a sale to a Nonaffilfate, value shall be based on the weighted average price received
by the parties hereto in sales to Nonaffiifates during the month in question. Fer the purpose of this agreement,
the term "Nonaffiliate" as ft relates to a, party means any corporation or other business organization not in
control of, and not contrelled 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-
lated by Operator and furnished to a1) parties in a tinal cash balancing statement,

3.2 Settlements. Within 60 days after receipt of Operator's final cash balancing statement, each Over-
producer shall pay each Underproducer {n accordsnces with the statement and without {nterest. To the extent any
value used to calculate a cash settlement hereunder {s subfect to refund by the Overproducer pursuant te law,
regulation or governmental order, the Undarproducer 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 (inciuding fInterest) which the Overproducer shall be required to make. Any party may challenge any
volumes or values or amounts specifled in any of the statements furnished under Paragraph 2.3 or 3.1 above, in

the same manner and sUbject to the same limitations as an Involce from Operator may be challenged vnder the
Operating Agreement or tha accounting procedura thereto.

4. Payments on Production.

€ach party shall pay all preduction or severance taxes, axcise taxes, royalties, averriding royaltiaes,
production payments and other such payments on production for which It is obligated by law or by lease or by
contract (Including the Operating Agreement), and nothing In this Gas Balancing Agreement shall be construed as
affecting such obligatione, Each party hereto agrees to {ndemn{fy and hold harmless the other parties hereto
against all claims, losses or 1labilities arising out of fts fallure to fulfill such oblligations

2L6/900/0NSHORE  (REY.1-1-88)

-



EXHIBIT F

TO OPERATING AGREEMENT

NON-DISCRIMINATION AND CERTIFICATE OF NON-SEGREGATED FACILITIES

1. Operator and Non-Operators, hereinafter called "contractior/supplier”, hereby agree that the following, {f applicable, shall apply to
this Operating Agreement and all activities conducted hereunder:

A. EQUAL OPPORTUNITY CLAUSE [Applicable to contracts smounting to $10,000 or more, 41 CFR 60-1.4.]

The equal opportunity clause required by Executive Order 11246 of September 24, 1965, and prescribed In Section 80-1.4 of Title
41 of the Code of Federal Regulations is incorporated by reference (as permitted by Section 60-1.4(d) of said Regulations) as if set out in
full at this point.

B. APFIRMATIVE ACTION COMPLIANCE PROGRAM {Applicable to contractis amounting to $50,000 or more only {{ contractor/
supplier has 50 or more employees, 41 CFR 60-1.40.}

If required under 41 CFR Sec. 60-1.40, contractor/supplier af{irms that it has developed and is malntalning current an
alfirmative action program at each of its establishments or that If such a program has not been established, that it wlll be within 120 days
of receaipt of any contract of $50,000 or more. Contractor/supplier shall maintaln such program until such time as it Is no longer required
by law or regulation.

C. EQUAL EMPLOYMENT OPPORTUNITY REPORTING REQUIREMENTS [Applicable to contracts amounting to $50,000 or more
only 1f contractor/supplier has 50 employees or more, 4} CFR 80-1.7.}

Il required under 41 CFR Sec. 60-1.7, contractor/supplier agrees to [ile a complete and accurate report on Standard Form 100
{BEO-1) within thirty (30) days of the date of contract or purchase order award unless such a report has been filed in the last twelve (12)
months and agrees to file such reports annually unless and until contractor/supplier is not required to so {ile by law or regulation.

D. EMPLOYMENT OF THE HANDICAPPED (Applicble to contracts amounting to $2,500 or more, 41 CFR §0-T4l.4.]

The affirmative action clause prescribed In Section 80-741.4 of Title 41 of the Code of Pederal Regulations Is incorporated
hereln by reference (as permitted by Section 60~741.22 of said Regulations) as If set out in full at this point.

B. AFPFIRMATIVE ACTION PROGRAM FOR HANDICAPPED WORKERS {Applicable to contracts amounting to $2,500 or more
only if contractor/supplier {a) has 50 or more employees and (b) holds a contract of $50,000 or more, 4 CFR 60-741.5.)

: U required under 41 CPR 60-741.5, contractor/supplier affirms that {t has prepared and is maintaining or shall prepare and
malintaln an affirmative action program for handicapped workers as preseribed in 41 CFR 50-741.5 and 41 CPR 60-741.8. :

F. EMPLOYMENT OF DISABLED VETERANS AND VETERANS OF THE VIETNAM ERA (Applicable to contracts amounting to
$10,000 or more, 41 CPR 60-250.4.)

The affirmative action clause preseribed in Sectlon 60-250.4 of Title 41 of the Code of Federal Regulations is Incorporated by
reference (as permitted by Section 60-250.22 of said Regulations) as if set out (n full at this point.

O, AFPIRMATIVE ACTION PROGRAM FOR DISABLED VETERANS AND VETERANS OF THE VIETNAM ERA [Appilcnb)e to

contracts amounting to $10,000 or more only if contractor/supplier {(a) has 50 or more employees and {(b) holds a contract of $50,000 or
more, 41 CFR 60-250.5.]

If required under 41 CFR 60-250.5, contractor/supplier affirms that it has prepared and is maintalning or shall prepare and
maintain an affirmative action program [or disabled veterans and veterans of the Vietnam era. ’

H. UTILIZATION OF MINORITY BUSINESS ENTERPRISES (Applicable to contracts amounting to $10,000 or more, 41 CFR Sec, -
1.1310~2(a).}

It s the policy of the United States Government that minority business enterprises shell have the maxdmum practicable
opportunity to participate in the performance of Government contracts. _

Contractor/supplier agrees to use its best elforts to carry out this policy in the award of ils subcontracts to the {ullest extent
consistent with the efficlent performance of this contract. As used in this contract, the term "minority business enterprise” means a
business, at Jeast 50 percent of which is owned by minority group members or, {n case of publicly owned businesses, at least 51 percent of
the stock of which is owned by minority group members. Por the purpose of this delinition, minority group members are Negroes, Puerto
Rlcany, Spanish-speaking American people, American Orientals, American Indlans, American Eskimos, and American Aleuts. Contractor/

suppller may rely on written representations by subcontracalors regarding thelr status as minority business enterprises in lleu of
independent investigation.

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

1. Contractor/supplier agrees to establish and conduct a program which will enable minority business enterprises (as dellned in
the above clause entitled "Utilization of Minority Business Enterprises”) to be considered fairly as subcontractors and suppllers under this
contract. [n this connection, contractor/supplier shall:

-

{a) Designate a Lalson officer who will administer contractor/supplier's minomy' business enterprises program.

{b) Provide ndequate and timely consideration of the potentialities of known minority business enterprises in all "make-or-
buy” declsions.
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{c) Assure that known minority business enterprises will have an equltable opportunity to compete for subcontracts,
partlouwarly by arranging solicitations, time for the preparation of bids, quantities, specifications, and delivery schedules so as to
{sellitats ths participation of minority business enterprises.

(&) Maintain records showing (1) procedures which have been adopted to comply with the policies set forth in this clause,
including the establishment of & source list of minority business snterprises, (ii) awards to minority business enterprises on the source list,
and (1) specifio, efforts to {dentify and award contracts to minority business enterprises.

{e) Include the above "Utllization.of Minority Business Enterprises” clause in subcontracts which offer substantial minority
businsss 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 time to time condur .

{g) Submit periodic reports of subcontracting to'known minority busliesy ‘enterpeizas wiilirespect to-the records referced te

in subperagraph (d) sbove, in such form and manner and at such time (not more often than quarterly) as the Contracting Offlcer may
prascribe.

« * 2. Contractor/supplier further agrees to insert, in any subcontract -hereunder.which may exceed $500,000, provislons which

shall conform substsntially to the language of this clause, Including this paragraph (2), &nd to notl{y the Contracting Of(luur of the naines
- of such subcontractors.

: .~ J.  UTILIZATION OF WOMEN-OWNED .BUSINESS CONCERNS [Applicable to -contracts amounting to $10,000 or.more, Federal
Register, Vol 45, No. 92, 5/9/80.]

It is the policy of the United States Government thal women-owned businesses shall have the maximum practicable opportunity
1o participate In the performance of contracts awarded by any Federal agency.

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

make policy decisions. "Operate" in this context means belng mctively Involved In the day-to-day menagement. "Women'" means all
women pmlness owners.

K. WOMEN-OWNED BUSINESS SUBCONTRACTING PROGRAM [Applicable to contracts amounting to $500,000 or more, Federsl
Register, Vol. 45, No. 92, 5/9/80.) ~
1. The contractor/supplier sgrees to establish and conduct a program which will enable women-owned business concerns to be
vonsidered [airly as subcontractors and suppliers under this contract. In this conneection, the contractor/supplier shall:

{a) Designate & Uaison officer who will administer the contraclor/supplier's "Women~Owned Business Concerns Program”,

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

{c) Develop a list of qualified bidders that are women-owned businesses and assure that known: women-owned business
concerns have an equitable opportunity to compete for subcontracts, perticularly by meaking information on forthcoming opportunities

avallable, by arranging solicitations, time for the preparation of bids, quantities, specifications, and delivery schedules 80 as to facl/lUtate
the participation of women-owned business concerns.

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

by minority and non-minority women-owned business concerns, and (lil) specific efforts to identify 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 concerns procedures and
practices that the Contracting Officer may {from time to time conduct.

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

subparagraph (d) above, In such form and manner and at such time (not more often than quarterly) as the Contracting Officer may
prescribe.

2. The contractor/supplier {urther agrees to insert, In any subcontract hereunder which may exceed $500,000 or $1,000,000 in
the case of contracts [or the construction of any public facility and which offers substantial subcontracting possibllities, provisions which

shall conform substantially to the langusge of this ciause, including this paragraph (2), and to notily the Contracting Officer of the names
of such subcontractors.

- 3. The contractor/supplier further agrees to require written certi{ication by its subcontractors that they are bons {ide women-
owned and controlled business concerns In accordance with the deflnition of & women-owned business concern as set forth In the
Utilization Clause (J) above at the time of submission of bids or proposals.

L. VUTILIZATION OF SMALL BUSINESS CONCERNS AND SMALL BUSINESS CONCERNS OWNED AND CONTROLLED BY

SOCIALLY ARD ECONOMICALLY DISADVANTAGED INDIVIDUALS (Applicable to all contracts amounting to $10,000 or more, Federal
Register, Vol. 45, No, 92, 5/9/80.]

1t is the policy of the United States Government that small business concerns and small business concerns owned and controlled

by socially and economically disadvantaged Indlviduals shall have the maximum practicable opportunity to participate in the performance
of contracts let by any Federal agency.



Contractor/supplier hereby agrees to carry out this policy in awarding of subcontracts to the fullest extent corislstent with
efficlent performance of this contract. Contractor/supplier further sgrees to cooperate in any studies or surveys that may be conducted

by the Small Business Administration or the contracting agency which may be necessary to determine the extent of contractor/supplier's
compliance with this clause,

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

2. The term "small business concern owned and controlled by soclally and economlcally disadvantaged individuals" shall mean a
small business concern: :

{a) which ls at least 51 percent owned by one or more socially and economlcally disadvantaged individuals; or, In the case of

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

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

Contractor/supplier shall presuine that socially and economicaily disadvantaged individuals Inciude Black Amerlcans, lllsp-anlc
Americans, Native Americans, and other minorities, or any other jndividual found to be disodvaniaged by the Small Businecss

Administration pursuant 1o section B(a) of the Small Business Act.

Contractor/supplier acting In good feith may rely on written representations by subcontrectors as either a small business
goncern or & small business concern owned and controlied by soclally and economically disadvantaged indlviduals,

M. SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS SUBCONTRACTING PLAN.[Applicable to all contracts expected
to exceed $500,000 which are required to Include the small business and small disadvantaged business utilization clause aboye and offer
subecontracting possibllities, Federal Register, Vol. 45, No, 92, 8/9/80.}

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

1. Percentage goals {expressed in terms of percentage of totel planned subcontracting dollars) for the utilization eas
subcontractors of small business concerns and small business concerns owned and controlled by soclally and economlcally disadvantaged
indlviduals. (Por the purpose of the subcontracting ‘plan, contractor/supplier shall include all purchases which contribute to the

performance of the contract, including a proportionate share of products, services, etc., whose costs are normally allocated as Indirect or
overhead costs,)

2. The name of an individual within the embi'oy of the offeror who will administer the subcontracting program of the olferor
and s description of the duties of such indlvidual.

3. A description of the efforts the offeror will take to assure that small business concerns and small business concerns owned
and controlled by socially and economically disadvantaged individuals will have an eguitable opportunity to compete {for subcontracts,

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

5. Assurances that contractor/supplier will submit such periodic reports and cooperate in any studies or surveys as may be
Tequired by the Small Business Admlnistration to determine its extent of compliance with the subcontracting plan.

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

owned and controlled by socially and economically disadvantaged individuals, and efforts to identi{y and award subcontracts to such small
business concerns.

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

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

substantlally in labor surplus areas, where this can be done consistent with the e(ficlent performance of the contract and at prices no

higher than are obtainable elsewhere. The contractor/supplier agrees to use his best efforts to place his subcontracts In accordance with
this policy.

2. In complying with paragraph (I} of this clause and with the second paragraph of the clause of this contract entitled
*Utilization of Small Business Concerns and Small Business Concerns Owned and Controlled by Soclally and Economically Disadvantaged
individuals", the contractlor/supplier in placing his subcontracts shall observe the [ollowing order of preference: (a) small business
concerns and small business concerns thatl are owned and controlled by socially and economically disadvantaged individuals that are labor

surplus area concerns, {b) other small business concerns and small business concerns that are owned and controlled by soclally and
economically disadvanteged individuals, and (¢) other lebor surplus area concerns.

3. The term "labor surplus area” means a geographical area Identified by the Department of Labor as an area of concentrated
unemployment or underemployment or an area of labor surplus,

4. The term "labor surplus area concern" means a concern that together with its first tier subcontractors will perform
substantially in labor surplus areas.

5. The term "perform subslantially in labor surplus ares" means that the costs incurred on account of manufacturing,
production, or appropriete services in labor surplus areas exceed 50 percent of the contract price.



O. LABOR SURPLUS AREA SUBCONTRACTING PROGRAM [Applicable to all contracts which may exceed $500,000 which are
required to include the labor surplus area utilization clause above and offer substantlal subcontracting possibilities, 4 CFR 1-1.710-3(b).]

1. The contractor/supplier agrees to establish and conduct a program which will encourage labor surpius area concerns to
compete for subcontracts within thelr capadilities. In thls connection, the contractor/supplier shall;

(a) Designate & Ualson officer who will (1) maintaln Lalson with duly authorized representatives of the Government on labor
surplus srea matters, (1l) supervise compliance with the "Utilization of Concerns In Lebor Surplus Areas" clause, and (11}) administer the
contractor/supplier's "Labor Surplus Area Subcontracting Program”, i

{b) Provide adequats and timely consideration of the potentialities of lsbor surplus area concerns {n sll "meke-or-buy"
decisions.

«{c) Assure that labor surplus area concerns will have an equitable opportunity. to compete.for auhcontracts, particularly. by

arranging solieitation, time for the preparstion of bids, quantities, specifications, and dellvery schedules a0 as to [acilitale the
participation of labor surpius area oconcerns., ]

) . - (d) Malntain records showing the procedures which have'been adopted to comply with the pollcleo set forth in this clause and
roport subcontract awards (see 41 CFR 1-16.804-5 regarding use of Optional Form 81). Records maintained pursuant to this clause wil) be

kept avallable for review by the Qovernment untll the expiration of one year after the award of this contraet, or for such longer periods
48 may be required by any other clause of this contract or by epplicadble law or regulations.

(e) Include "Utilization of Concerns in Labor Surplus Areas" clause In subcontracts which of {er substantial labor surplus area
subcontracting opportunities.

2. The contractor/supplier further agrees to insert, in any subcontract hersunder which may exceed $500,000 and which
contalns the "Utilization of Concerns {n Labor Surplus Areas" clause, provisions which shall conform substantlally to the language of this
clause, ineluding this paragraph (2), and to notify the Contracting Officer of the names of such subcontractors.

P. CLEBAN 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 year will exceed $100,000, or & fecility to be used has been the subject of 8 conviction under the

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

Contractor/supplier agrees as follows:

1. To comply with all the requirements of Section 114 of the Ciean Air Act, as amended (42 U,S.C. 1857, et. seq., as amended
by Pub, L. 91-804) and section 308 of the Federal Water Pollutlon Control Act (33 U.S.C, 1251, et. seq., as amended by Pub, L. 82-500),
respectively, relating to Inspections, monitoring, entry reports, Information, as well as other requirements specifled in section Li4 and

- section 30 of the Air Act and the Water Act, respectively, and all regulations and guldelines {asued thereunder before the award of the
contract.

2. That no portion of the work required by this contract will be per{ormed at a facility listed on the BEnvironmental Protectlon
Ageney List of Yiolating Facllities on the date when the contract was awarded unless and until the EPA eliminates the name of such
facllity or facilitles from such listing.

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

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

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

subjeat of a conviction under the Clean Alr Act (42 U,5.C, 1857c-8({c)l) or the Pederal Water Pollution Control Act (33 U, C. 1319(c)) and
is listed by EPA, or is not otherwise exempt.]

Contractor/supplier certifies as follows:

1. Any [acility to be utilized in the performance of the proposed contract has not been listed on the Environmental Protection
Agency List of Yiolating Facilities,

2. Contractor/suppler will promptly notify Contracting Officer, prior to award of the receipt of any communication from the
Director, Olfice of Federal Activities, Environmental Protection Agency, indicating that any facllity which contractor/supplier proposes
10 wse {or the performance of the contract s under consideration to be listed on the EPA List of Violating Facllities. . '

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

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

Contractor/supplier certifies that it does not and will not maintain any facilities it provides for its employees in a segregated
manner or permit [ts employees to perform thelr services at any location under [ts control where segregated facilities are maintained, and
that contractor/suppler will obtain a similar certification In the form appoved by the Director, Office of the Pederal Contract
Compliance Programs, prior to the award of any non-exempt subcontract,



1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

DC-17787

MEMORANDUM OF OPERATING AGREEMENT AND FINANCING STATEMENT

This Memorandum of Operating Agreement and Financing Statement (hereinafter called "Memorandum") shal) be effective when
the Operating Agreement referred to in Paragraph 2.0 below becomes effective, that being _ 14,1y 21 , 1989 .
r4

The parties hereto have entered into an Operating Agreement, groviding for the development and production of crude oil,
natural gas and associated substances from the lands described in Exhibit A attached hereto (hereinafter called the
“Contract Area"), and designating _ Qrvx Energy Company, as Managing General Partner of Sun

as Operator to conduct such operations.@rperatiné' Limited Partnership

The Operating Agreement provides for certain liens and/or security interests to secure payment by the parties of their
respective share of costs under the Operating Agreement. The Operating Agreement contains an Accounting Procedure along
with other provisions which supplement the lien and/or security interest provisions, inciuding non-consent clauses which
provide that parties who elect not to participate in certain operations shall be deemed to have relinquished their
interest until the consenting parties are able to recover their costs of such operations plus a specified amount.
Should any person or firm desire additional information regarding the Operating Agreement or wish to inspect a copy of
the Operating Agreement, said person or firm should contact the Operator.

The purpose of this Memorandum is to more fully describe and implement the liens and/or security interests provided for
in the Operating Agreement, and to place third parties on notice thereof.

In consideration of the mutual rights and obligations of the parties hereunder, the parties hereto agree as follows:

5.1. The Operator shall conduct and direct and have full control of all Operations on the Contract Area as permitted and
required by, and within the limits of the Operating Agreement.

5.2. The Iiability of the parties shall be several, not joint or collective. Each party shall be responsible only for
its obligations and shall be liable only for its proportionate share of costs.

5.3. Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security
interest in its share of oil and or gas when extracted and its interest in all equipment, to secure payment of its
share of expense, together with interest thereon at the rate provided in the Accounting Procedure referred to in
Paragraph 3.0 above. To the extent that Operator has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The
bringing of a suit and the obtaining of judgment by Operator for the secured indebtedness shall not be deemed an
election of remedies or otherwise affect the rights or security interest for the payment thereof.

5.4. If any Non-Operator fails to pay its share of costs when due, Operator may require other Non-Operators to pay their

proportionate part of the unpaid share, whereupon the other Non-Operators shall be subrogated to Operator's lien
and security interest.

5.5. The Operator grants to Non-Operators a lien and security interest equivalent to that granted to Operator as
described in Paragraph 5.3 above, to secure payment by Operator of its own share of costs when due.

For purposes of protecting said liens and security interest, the parties hereto agree that this Memorandum shall cover
all right, title and interest of the debltor(s) in:

6.1 Property Subject to Security Interests

(A) Al) personal property located upon or used in connection with the Contract Area.

(B) All fixtures on the Contract Area.

(C) Al oil, gas and associated substances of value in, on or under the Contract Area which may be extracted
therefrom.

(D) A1 accounts resulting from the sale of the items described in subparagraph (C) at the wellhead of every weil
located on the Contract Area or on lands pooled therewith,

(E) A1l items used, useful, or purchased for the production, treatment, storage, transportation, manufacture, or
sale of the items described in subparagraph (C).

(F) A1l accounts, contract rights, rights under any gas balancing agreement, general intangibles, equipment

inventory, farmout rights, option farmout rights, acreage and or cash contributions, and conversion rights, whether
now owned or existing or hereafter acquired or arising, including but not limited to all interest in any partner-
ship, limited partnership, association, joint venture, or other entity or enterprise that holds, owns, or controls
any interest in the Contract Area or in any property encumbered by this Memorandum.

(G) All severed and extracted oil, gas, and associated substances now or hereafter produced from or attributable
to the Contract Area, including without limitation oil, gas and associated substances in tanks or pipelines or
otherwise held for treatment, transportation, manufacture, processing or sale.

(H) AN the proceeds and products of the items described in the foregoing paragraphs now existing or hereafter
“arising, and all substitutions therefor, replacements thereof, or accessions thereto.

(I) Al personal property and fixtures now and hereafter acquired in furtherance of the purposes of this Operating
Agreement. Certain of the above-described items are or are to become fixtures on the Contract Area.

(J) The proceeds and products of collateral are also covered.

6.2 Property Subject to Liens

(A} A)1 real property within the Contract Area, including all oil, gas and associated substances of value in, on
or under the Contract Area which may be extracted therefrom.

(B) Al fixtures within the Contract Area.

&C) AV real property and fixtures now and hereafter acquired in furtherance of the purposes of this Operating
greement.

The above items will be financed at the wellhead of the well or wells located on the Contract Area, and this Memorandum
is to be filed for record in the real estate records of the county or counties in which the Contract Area is located,
and in the Uniform Commercial Code records. Al1 parties who have executed the Operating Agreement and al) farmors and
option farmors who have granted support within the Contract Area are identified on Exhibit A,

On default of any covenant or condition of the Operating Agreement, in addition to any other remedy afforded by law or
the practtce of this state, eacp party to the agreement and any successor to such party by assignment, operation of law,
or otherwise, shall have, and is hereby given and vested with, the power and authority to take possession of and sel)

any interest which the defaulting party has in the subject lands and to foreclose this lien in the manner provided by
law.
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9.0 Upon expiration of the subject Operating Agreement and the satis*action of all debts, the Operator shall file of record
a release and Llermination on behalf of all parties concerned. Upon the filing of such release and termination, all
benefits and obligations under this Memorandum shall terminate as to all parties who have executed or ratified this
Memorandum. In addition, the Operator shall have the right to file a continuation statement on behalf of all parties
who have executed or ratified this Memorandum.

10.0 It is understood and agreed by the parties hereto that if any part, term, or provision of this Memorandum is by the
courts held to be illegal or in conflict with any law of the state where made, the validity of the remaining portions or
provisions shall not be affected, and the rights and obligations of the parties shall be construed and enforced as if
the Memorandum did not contain the particular part, term or provision held to be invalid.

11.0 This Memorandum shall be binding upon and shall inure to the benefit of the parties hereto and to their respective
heirs, devisees, legal representatives, successors and assigns. The failure of one or more persons owning an interest
in the Contract Area to execute this Memorandum shall not in any manner affect the validity of the Memorandum as to
those persons who have executed this Memorandum.

12.0 A party having an interest in the Contract Area can ratify this Memorandum by execution and delivery of an instrument of
ratification, adopting and entering into this Memorandum, and such ratification shall have the same effect as if the
ratifying party had executed this Memorandum or a counterpart thereof. By execution or ratification of this Memdrandum,
such party hereby consents to its ratification and adoption by any party who may have or may acquire any interest in the
Contract Area.

13.0 This Memorandum may be executed or ratified in one or more counterparts and all of the executed or ratified counterparts
shall together constitute one instrument. For purposes of recording, only one copy of this Memorandum with individual
signature pages attached thereto needs to be filed of record.

NAME AND ADDRESS

Oryx Energy Company, as Managing
General Partner of Sun Operatlng Limited
Partnership

G YA

SigAature)
it u§teven K. Sinclair

(Type or print signatory's name)

Title: ATTORNEY-IN-FACT

Name:

NAME AND ADDRESS
BTA OIL PRODUCERS

By:

(Signature)
Name:

(Type or print signatory's name)
Title:

(Insert proper state acknowledgment below)
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.0 Upon expiration of the subject Operating Agreement and the satisfaction of all debts, the Operator shall [ile of record
3 release and termination on behalf of all parties concerned. Upon the filing of such release and termination, all
benefits and obligations under this Memorandum shall terminate as to all parties who have executed or ratified this
Memorandum. In addition, the Operator shall have the right to file a continuation statement on behalf of all parties
who have executed or ratified this Memorandum.

0.0 It is understood and agreed by the parties hereto that if any part, term, or provision of this Memorandum is by the
courts held to be illegal or in confiict with any law of the state where made, the validity of the remaining portions or
provisions shall not be affected, and the rights and obligations of the parties shall be construed and enforced as if
the Memorandum did not contain the particular part, term or provision held to be invalid.

1.0 This Memorandum shall be binding upon and shall inure to the benefit of the parties hereto and to their respective
heirs, devisees, legal representatives, successors and assigns. The failure of one or more persons owning an interest
in the Contract Area to execute this Memorandum shall not in any manner affect the validity of the Memorandum as to
those persons who have executed this Memorandum.

2.0 A party having an interest in the Contract Area can ratify this Memorandum by execution and delivery of an instrument of
ratification, adopting and entering into this Memorandum, and such ratification shall have the same effect as if the
ratifying party had executed this Memorandum or a counterpart thereof. By execution or ratification of this Memorandum,
such party hereby consents to its ratification and adoption by any party who may have or may acquire any interest {n the
Contract Area.

3.0 This Memorandum may be executed or ratified in one or more counterparts and all of the executed or ratified counterparts
shall together constitute one instrument. For purposes of recording, only one copy of this Memorandum with individua}
signature pages attached thereto needs to be filed of record.

NAME AND ADDRESS

Oryx Energy Company, as Managing
General Partner of Sun Operatmg Limited
Partnership

By:
ure) . « >
Steven K. Sinclair
Name:
{Type or print signatory's name)
Title: ATTORNEY-IN-FACT

NAME AND ADDRESS
BTA OIL PRODUCERS

/ L

Mne’iure) 4
Name: BARRY“YBEAL

(Type or print signatory's name)

Title: Partner

(Insert proper state acknowledgment below)
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Counterpart Signature Page

By the following execution, the signatory party hereby commits itself to that specific Memorandum of Operating Agreement and
financing Statement dated July 21 .13

NAME AND ADDRESS

PACIFIC ENTERPRISES OIL COMPANY (USA)

By:

(Stignature)
Name:

(Type or print signatory's name)
Title:

(Insert proper state acknowledgment below)
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Counterpart Signalure Pagye

By the following execution, the signatory party hereby commits ftself to that specific Memorandum of Operating Ayreement and
Financing Statement Jated July 21 , 1989

NAME AND ADDRESS

PACIFIC ENTERPRISES OIL COMPANY (USA)

v Db S

gnature) Pam——- ol

Name: John E. lodge
(Type or print signatory's name)

Title: Land Manager

(Insert proper state acknowledgment below)
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Counterpart Svignature Page

y the following execution, the si&nalory party hereby commits itself to that specific Memorandum of Operating Agreemenl and
Inancing Statement dated July 21 19 89

NAME AND ADDRESS

JOE REYNOLDS

vl

. By: /. ﬁu 7 DIPRN

(Slgpaturef ~_ ~———
Hame: U

{lype or print signatory's name)

Title:

(Insert proper state acknowledgment below)



ACKNOWLEDGEMENTS

STATE OF TEXAS i
COUNTY OF DALLAS |

This instrument was acknofledged §7§przzzizzﬁn the ;&éf;’day of
(}1/1,// » 1989, by / //Mé(J i

Attd(ﬁeMIGn Fact of ORYX ENERGY COMPANY, Managing General Partner of
SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

"?'1- ! NGRY
MY COMMISSION EXPIRES: JO YOUNGBLOOD §

i' {TLT7 1 E Notary Fubhic. Giate of Texas
/ /_’ / Q q / %b.:‘rz:?}of’& iy Comivssion Expires 11/18/9) §
STATE OF TEXAS {
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
» 1989, by

on behalf of BTA OIL PRODUCERS, a partnership.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS }
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
» 1989, by
on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA), a corporation.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS i
COUNTY OF LUBBOCK |
This instrument was acknowledged before me on the ___ day of

» 1989, by JOE J. REYNOLDS.

Notary Public

MY COMMISSION EXPIRES:

DC-17787



ACKNOWLEDGEMENTS

STATE OF TEXAS §
COUNTY OF DALLAS {
This instrument was ack ged befpre the,%f day of
il 1989, by ‘/?) b
Att&?nexl%n Fact of ORYX ENERGY COMPANY Managing General Partner of
SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

£ T, NGBLOOD
MY COMMISSION EXPIRES: ;"f(’#‘w b % Yo o oy
//_’/Q -q/ X:ii;f;{;&; My Cominission Expires 11118791 %

COOVCCTOOLODDN NN ICHINCS
STATE OF TEXAS ]
COUNTY OF MIDLAND
This instrument was acknowledged before me this g¢n day of

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

N lo
Notary Public

% SHAWNDA RUPLE
MY COMMISSION EXPIRES: t Notory Public, State of Texos
190 ', " Commission Expires 2-7.90
STATE OF TEXAS i
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of

» 1989, by
on behalf of PACIFIC ENTERPRISES OQIL COMPANY (USA), a corporation.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS i

COUNTY OF LUBBOCK {
This instrument was acknowledged before me on the __ day of

» 1989, by JOE J. REYNOLDS.

Notary Public

MY COMMISSION EXPIRES:

DC-17787

-0



ACKNOWLEDGEMENTS

STATE OF TEXAS }
COUNTY OF DALLAS i

This instrument was ackn w1edged E;%btifpe on the gééfday of
iy !
| 1989, by )T apia i

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

< mogﬁoc:)uoo‘&

JO YOUNGBLOOD %
MY COMMISSION EXPIRES: AN : Nntary Public. State of Taxas
- Q 30 BN A § thy Commission Expires 11118191 %
ooooooooooooooooooocooooooooooco
STATE OF TEXAS }
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
, 1989, by

on behalf of BTA OIL PRODUCERS, a partnership.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS }
COUNTY OF MIDLAND |
This instrument was acknowledged before me this 11th day of
August , 1989, by John E. lLodge, Land Manager
on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA),

a corporation.

J(}/UO&\@M 77U/n‘\‘ / e,

Notary Pub11c
Diedre Schiemenz Rush

MY COMMISSION EXPIRES:
July 25, 1991

STATE OF TEXAS §
COUNTY OF LUBBOCK |

This instrument was acknowledged before me on the
, 1989, by JOE J. REYNOLDS.

__ day of

Notary Public

MY COMMISSION EXPIRES:

DC-17787



ACKNOWLEDGEMENTS

STATE OF TEXAS §
COUNTY OF DALLAS i
This instrument was acknoWlpdged befpre n the :&éﬁ; day of
Wi 1sss, vy _ Al mﬂ‘?) 2”7
Atto%neMjGn Fact of ORYX ENERGY COMPANY, Managing Genera] Partner of
SUN OPERATING LIMITED PARTNERSHIP, on behalf of said partnership.

£E71 % 30 YOUNGBLOOD §

MY COMMISSION EXPIRES: fl 3857).8 Notory punie. Sl Tosss %
— - ‘,‘\.. s § ty Comtnission Expires 11118/91
// /Q 4/ 8 r, "‘;:é
oooooowoooooorv COEHCNCATDTOONCS
STATE OF TEXAS ]
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
, 1989, by

on behalf of BTA OIL PRODUCERS, a partnership.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS ]
COUNTY OF MIDLAND |
This instrument was acknowledged before me this __ day of
, 1989, by
on behalf of PACIFIC ENTERPRISES OIL COMPANY (USA), a corporation.

Notary Public

MY COMMISSION EXPIRES:

STATE OF TEXAS }
COUNTY OF LUBBOCK |
This instrument was acknowledged before me on the :fi_ day of
¢222;1f141</\7¥' , 1989, by JOE J. REYNOLDS.

@/&Lé %gza/c

Notary Public

MY COMMISSION EXPIRES:

CHIFD

DC-17787



EXHIBIT A
TO OPERATING AGREEMENT

CONTRACT AREA AND PARTIES

CONTRACT AREA

N/2 of Section 26, T22S-R34E, Lea County, New Mexico

DEPTH LIMITATIONS

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

PARTIES AND INTERESTS

Name and Address Percentage Interest

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

Managing General Partner

P. O. Box 2880

Dallas, Texas 75221-2880

BTA Oil Producers

25.00%
104 South Pecos
Midland, Texas 79701
Pacific .Enterprises Oil Company (USA) 12.50%
10 Desta Drive, Suite 500 West '
Midiand, Texas 79705
Joe Reynolds 12.50%

2333 50th Street
Lubbock, Texas 79421

SUN 9-82



STATE OF NEW MEXICO
ENERGY., MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF ORYX ENERGY COMPANY FOR COMPULSORY

POOLING AND UNORTHODOX WELL LOCATION,

LEA COUNTY, NEW MEXICO CASE NO. 9782

CERTIFICATE OF MAILING
AND

COMPLIANCE WITH ORDER R-8054

In accordance with Division Rule 1207 (Order R-8054), I
hereby certify that on September 25, 1989, I caused to be mailed
by certified mail, return-receipt requested, notice of this
hearing and a copy of the application for the above referenced
case along with the cover letter, at least twenty days prior to
the hearing set for October 18, 14889, to the parties shown in
the application as evidenced by the attached copy of the

return-receipt cards.

/ .
SUBSCRIBED AND SWORN TO before me this | "] *"™day of oOctober,
1989.

Ot Vieods.

Notary Public

My Commission ExXpires:

( ; { _ f o Conzaruciizn Divisio
i Rl ORuY. £:hilt i, (o

nroot T oy pasnenD QTG
Brorll, o smAGGGIHINDI S i3




EXHIBIT "A"

BTA Oil Producers 12.5%
104 South Pecos
Midland, TX 79701

Pacific Enterprises © 6.25%
10 Desta Drive, Suite 500 W. ’
Midland, TX 79705

Joe Reynolds 6.25%
2333 50th Street
Lubbock, TX 79421



KELLAHIN, KELLAHIN and AUBREY

2 at Law
Attorneys Telephone 982-4285

W. Thomas Kellahin El Patio - 117 North Guadalupe Area Code 505
Karen Aubrey Post Office Box 2265 Fax: 505/982-2047
Jason Kellahin Santa Fé, New Mexico 87504-2265
Of Counsel September 25, 1289
B
Mﬁﬂnm

Mr. William LeMay SEP 25 1989

0il Conservation Division 0

Post Office Box 2088 IL CONSERVATION

Santa Fe, New Mexico 87504 4 mW&mv‘

Re: Application of Oryx Energy Company i

for Compulsory Pooling, and an Unorthodox Location
Well Name: Antelope Federal Com Well #2.
Lea County, New Mexico

Dear. Mr. LeMay:-

On behalf of Oryx Energy Company please find enclosed
our Application for Unorthodox Well Location and Compulsory
Pooling which we would request be set for hearing on the
next available Examiner's docket now scheduled for October
18, 1989. ' '

By copy of this letter to all parties to be pooled, we
are notifying them by certified mail, return-receipt re-
quested, that they have the right to appear at the hearing,
to make a statement to the Division, to present evidence and
cross-examine witnesses either in support of or in opposi-
tion to the application. 1In addition, they are advised that
the entry of a Compulsory Pooling Order will affect their
rights to share in the production form the subject well.

Very truly vyours,-

W. Thomas Kel}ahin

WTK/1lw
Encl.

cc: Mr. Charles Gray
Certified Mail Return-Receipt

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

W_-:Yr_g



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

PS Form 3800, June 1985

P 572 k258 253
RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

Sent to
Joe Reynolds
Street and No.
2333 50th Street
P Q.. State and ZIP e
BBoek, A TR 79421
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
2.00

Postmark or Date

WTK/Oryx-Antelope Fed
Com Well #2

#U.5.G.P.0. 1989-234-555

PS Form 3800, June 1985

P-. 572 le2§ 252
RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NQT FOR INTERNATIONAL MAIL

(See Reverse)

Sentto, |
Pacific Enterprises

16 H5é%a Drive Suite 5

MIdTEAd “r%* 9705

Postage s
.25

Certitied Fee
85

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

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

TOTAL Postage and Fees

$2.00

Postmark or Date
WTK/Oryx-Antelope Fed.
Com Well #2

-

1

#U.5.G.P.0. 1989-234-555

PS Form 3800, June 1985

p.572 125 251

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

(See Reverse)

Sent to

BTA OHH,MHomcomHm

Street and No.

104 South Pecos

P.O. State and ZIP Code 29701

Midland, TX
.25

Postage . s
.85

Centitied Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

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

TOTAL Postage m:n, Fees

$2.00.

Postmark or Date, - §
WTK-Oryx-Antelope
Federal Com Well #

LY




. SENDER: Complete items 1 and 2 when additional services ar
3 and 4.

Put your address in the “RETURN TQ"* Space on the reverse side. Failure to do
card from being raturned

this will prevent this
1ed to Zou. The retun receipt fee will provide you the name of the person delivered
to and the date of delivery. For additional fess the fo Owing ssrvices are available. Consult postmaster
for gses and check box(es) for additions service(s) requested,
1. Show to whom delivered, date, and addressee’s addrass. 2. 0 Restricted Delivery
(Extra charge) (Extra charge)
3. Article Addressed to: .

e desired, and complete items

. 4. Article Number
Pacific Enterprises

L P 572 125 253
10 Desta Drive, Suite 500W-[Type of Service:

Midland , T 79705 ~——— D Registerad D Insured
) B Certified O cop
WIK/Oryx /Antelope Federal L] Express Mat - [] Retm Recalpt
Com Well #2 » v

Always obtaiq,nlgnatura of addressee

or agent afd DATE DELIVERED.
5. Signature.— Address

8. Addressee’s Address (ONLY if
X , )

requested and fee paid)
6. Sigptiture/~ Agent &?4,
X, , , S
7. Date of Delive 3-8 N
4
PS Form 3811, Mar. 1988  « U.S.G.F.O. 1988-212-865 DOMESTIC RETURN RECEIPT

‘ SENDER: Complete items 1 and 2 when additional services are desired, and complete items
ot s : ide. Failure to do this will prevent this
‘! TO’’ Space on the reverse side. "
Ean yfour alsedi;es?elt%rtr?:d tg EEHR 'INhe retu rrg receipt fee will provide you the ng;ln% lof tge ﬁ:ur‘stopnoc;gl;v;;r‘e;
gc?:jndrc;hme datgof delivery. For additional fees _the( f}ollowmgtsdarwces are avallable. Col
d check box[es) for additional service(s requested. - Restricted Delive
11'o.r fgessggw to whom delivered, date, end eddrassee’s address. 2. []- Restr ci:harge) ry

chargf; A;ﬂ le Number
Ul
3. Article Addre'ssed to: - % 57c26 125 251
BTA 011 Producers Tvpa of Service:
104 South Pecos

Registered O insured
Midland, TX 79701 K] Certitied O coo

Receipt
WTK/OryX/AntelOpe T'ederal COITD Express Mail [ Retumn Recsi

for Merchandise |

; f addressee
1 2 Always obtsin signature o
wel # or agent and DATE DELIVERED.
ee’s Address (ONLY if
6. Signature — Address 8. feddrass Wj{t ]
X . ; ques ted 7 P aid?r

X e o SRME
7. Date of Dgffvery aq-27 -3

PS Form 3811, Mar. 1988  » U.8.G.P.0. 1988-212-885 DOMESTIC RETURN RECEIPT
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| BEFORE EXAMINER STOGNER

Oil Conservation Division

- )
02/19/88
6/88 1 |
1 13500
-8778 -8767 wD 83 /
_8800 12/15/80
13
e 1512/19/74 06 b /88
02 2o
13575 13310
-8876
O\ /
34 N 05/06/88
133550 MORROW PRODUCERS
wo 76 _ )
02/23/74 0008 ATOKA PRODUCERS ()
1
14739
21 -8834 24
ORYX ENERGY
STRUCTURE ATOKA C LM
TSTG 0JO CHISO &
) ANTELOPE RIDGE
FIELDS
LEA CO, NM
8300 GEOLDOGY BY S.LANE
27
28 es 12/17/71 2s
- PROPOSED
/i;:/// PRORATION
/ UNIT
- 36
~9000 wqg?a
13700
12/30/82
1
13650 -9086
S /




2 _

Sy

BEFORE EXAMINER STOGNER
Oil Conservation Division
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