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This Mesurarxhm of Operating Agreement and Financing Statement shall be
effective when the Operating Agreement becomes effective. that being

o TR AN XV .

The parties Mereto have entered into an Operating Agreement, providing
for % development a~d production of crude ofl, natural gas and
associated sebstances from the lands ard Teases (hereinafter called the
"Contracy A-va”) described in Exhibitl A attached hereta, and designating
FORELAAD CORPORATION, as Cperator to conduct such cperations.

The Ooeratieg Agreemenrt contaies an Accounting Procedure, along with
provisiens giving the parties hereto mutual liens and security interests
where e or more parties hereto become Debtors to one ¢or sore other
parties Mereto. This Pemorandum of Coerating Agreesent and Financing
Statemer: incorporates by reference all of the terms and conditions of
the Oce~aiing Agreement, including but not limited to the lien snd
security irlerest provisions and herein grants mutal liens and security
interst to the parties tereto.

The proese of this Memorandus of Cperating Agreement and Financing
Statevert s to place third parties on notice of the Operating Agreement,
and to secure and perfect the putual liens and security interests of the
parties Pereto.

The Operating Agreewent specifically provides that:

1. The Operator shall conduct and direct and have full control of al)
Doeratrans on the Contract Area as perwmitted and required by, and
within the limits of the Operating Agreesent.

2. The Yiability of the parties shall be several, not joint or collec-
tive. Each party shall be responsible only for its obligations and
swall de liadle oniy for its proportionate share of the costs of
developing and operating the Contract Area.

3. £t mon-Operator grants to Operator a lien upon its oil and gas
wights in the Contract Area, and a security interest in its share of
oil aad or gas when extracted and its interest in all equipment, to
secare payment of its share of expense, together with interest
1oereax at the rale provided in the Accounting Procedure. Yo the
extert that Operator has a security interest under the Uniform
Commwrcial Code of the state, Dperator shall be eatitled to exercise
tae rights and remedies of a secured party under the Code. The
bringing of 3 suit and the obtaining of judgeent by Cperator for the
secwred indebtedness shall not be deesed an election of remedies or
osteerwise affect the rights or security interest for the payment.
thereef_

4. If amy dNon-Operator fails to pay its share of costs whea due,
Coerator say require other Non-Operators to pay their proportionate
part of the unpaid share, vherewon the other NomUperators shall be
sabrogated to Operator’'s lien and security interest.

- S5. Tee Operator gra~ts to MormOperators a lien and security interest
eguivalent to that granted to Cperator as described ¥n Paragraph 3
abwwe, to secure payment by Operator of {ts own share of costs when
.

The Cperating Agreeme~t contains other provisions which do not conflict

but swolement the above described provisions, including nomcensent

provisiems which provide that parties who elect not to participate ia

certais eperations shall be deemed to have relinguished thelr interest

unti? the consenting parties are able to recover their costs of such
I_ operatisms plus a specified amount. Should any person or firs desire

sdditiemal inforsation regarding the Operating Agreement or wish to
Inspect a copy of the Operating Agreesent, said person or firm should
coalact the Operator.
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For purposes of protecting said liens and security Interest, the under~
sigred parties 2gree that this Yewmorandus of Operating Agreesent and
Financing Statement covers all right, title and interest of the Deblor(s)
in:

Security Interests

1. (a) A1l personal property located upon or used In conmection
with the Contract Area.

{b) A1l fixtures on the Contract Area.

() Al) oil, gas and associated substances of value in, on or
under the (ontract Area which sey be extracted thersfrom.

(d) Al accounts resulting from the sale of the items
described in subparagraph (c) al the wellhead of every well
located on the Contract Area or on lands pooied Lherewith.

{e) A1l ftems used. useful, or purchased for the production,
treatment, storage, transportation, manufacture, or sale of the
items described in subparagraph (c).

(f) AN accounts, contract rights, rights under any gas
balancing agreement, general intangibles, equipsent, inventory,
farmout rights, cotion farmout rights, acreage and or cash
contributions, and conversion rights, whether now owned or
existing or hereaftler acquived or arising, including bul not
limited to all frterest in any partnership, limited partner-
ship, association, joint venture, or other entity or enterprise
that holds, owns, or contrels any interest in the Contract Area
or in any property encumbered by this Memorandum of Operating
Agreement and Financing Statement.

(g) Al severed and extracted oil, gas, and associated sub~
stances now or hereafter produced from or attributable to the
Contract Area, including without limitation o0i1, ogas and
associated substas<es in tanks or pipelines or otherwise held
for treatment, transportation, manufacture, processing or sale.

{h) All 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.

(1) A1) personal property and fixtures now and hercafter
acquired in furtherance of the purposes of this Operating
Agresment.

2. Certain of the above-described items are or are 1o becomw
fixtures on the Contract Area.

3. The proceeds and products of collateral are also covered.

Lien Property

{a) A1l real property within the Contract Ares, including al?
oil, gas and associated substances of value in, on or under the
Contract Area which say be extracted therefrom,

(b) All fixtures within the Contract Area.

{c} AN real property and fixtures now and hereafter acquired
in furtherance of the purposes of this Operating Agreement.

The above items will be financed at the wellbead of the well or wells
located on the Contract Ares, and this Nesorandum of Operating Agreemest
and Financing Statsement is to be filed for record in the real estate
records of the county or counties in which the Contract Area {s located,
amd in the wniform cosmercial code rtecords. All parties who have
executed the subject Opersting Agreement and all farmors and optioa
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farmors who have granted support within the Contract Area are tdent{fied
on Exhibit A,

On defavit of any covenant or condition of the Cpersting Agreement, in
sadition to ary viher remedy afforded by law or the practice of this
state, each party to the agreement and ary ‘successor to such party by
assigrment, ooeration of law, or olherwise. shall have, and {3 hereby
given and vested with, the power and suthority to take pessession of and
sell any fnterest which the defaulting party has fn the subject lands and
to foreclose this lien in the mamier provided by law.

Upon expiration of the subject Cperating Agreement and the satisfaction
of all debts, the Operator shall file of record a Release af this
Hemorandum of Operating Agreesent and Finascing Statement on behalf of
all parties concerned.

It is understood and agreed by the parties hereto that {f any part, term,
or provision of this Memorandun of Operating Agreement and Financing
Statement is by the courts held to be f1legal or in conflict with any law
of the stale where made, the validity of the remaining portions or
provisions shall not be affected, and the rights and obligations of the
parties shall be censtrued and eaforced as if the Memorandum of Qperating
Agreesent and Financing Statement did mot contain the particular part,
tera or provision held to be invalid.

This Memorandus of Operating Agreement and Financing Statement 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 perscns owning an interest in the
Contract Area to execute this Memorandur of [oerating Agreement and
Financing Statement shall not in any manner affect the validity of the
Memorandum of Operating Agreement and Firancing Statement as to those
persons who have executed this Hemoranduw of Operating Agreesent and
Financing Statement.

A party having an ipterest in the Contract Area can ratify this
Mesorandum of Operating Agreement and Firancing Statement by execution
and delivery of an instrument of ratificaticn, adecpting and entering inte
this Memorandue of Operating Agreement and Financing Statement, and such
ratification shall have the same effect as if the ratifying party had
executed this Memorandum of Dperating Agreement and Flnancing Statesent
or a counterpart thereof. By execution or ratification of this
Memorandum of Operating Agreement and Financing Statesent, such party
hereby consents to fts ratification and adoption by any party who may
have or may acquire any interest in the Contract Area.

This Yewmoramhm of Operating Agreement and Financing Stalement may be
executed or ratified in one or more Counterparts and all of the executed
or ratified counterparts shall together constitute one instrusent. For
purposes. of recording, only one copy of this Memorandum of Operating
Agreesent and Financing Statement with individual signature pages
attached thereto needs to be filed of record.

SUN OPERATING LIMITED PARTRERSHIP

Bt SUN EXPLDEATION AND PRODUCTION COMPANY
Its Managing General Partper
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FORELAND CORPORATION
28301 Youngfield Street, Sufte 150
Golden, Colorado BMQ1

By:

Its: /2._ ./‘T‘L—'

READING & BATES PETROLEUM CO.
3200 Nid-Continent Towmer
lahoma 74103

ATTOR EY.IH-FACT

STATE OF Z{ﬂ- X
COUNTY OF ,gf@,/,{,g.t/ b {

On this - the 9 day of %ﬂl{# . ‘I.{f. persanally
apnsgz-ed tefare ve, Notary Public in a for the State of Texas,

£} ] . known to me to be the person
whose Dake is $uS5C e to the within instrument as Attorney-in-fFact of
Sun Exploration a~d Production Corpany, as Menaging General Fartnar on
behalf of SUN CPZRATING LIMITED PARTNERSHIP, and? acknowledged to me that
he subscribed the name of said partnersmp L&j&lzrugmg Generat

Partner, and his own name as /7 I'{

freely and voluntarily and for the uses and/purposes therein ll‘ll‘ﬂl‘l&d.
I
7

S L Matary Public
EA My Commistion jres: WMCHELE BARROW

F L/ Netary Faci, Staiz of ke
Canmayin Dxpues 100199

., known to me to be the person whose
is subspribed tp the foregoing instrument, and known to we to ba the
. of FORELAND CORPORATION, a corporation, and acknow-
edged to me that he/she executed sald instrusent for the purposes and
consideration therein expressed, and as the act of said corporation.

GIVER  under 7 hand and seal |of affice fhis éllhy of

ires:
Py Comyio0ok7 GEAD
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BEFGRE ME, the undersigned Totary Public, en ihis day personally
appeared P < « known to me to be the person whoss
Avame s subscribeg to the fora ing instrument, and known to me to be the

I - - T READING & RATES PETROLEUN CO., a Corporation, and

N ua-,)\eg_-,)ed to me that he/she executed sald instrusent for the purposss
and consTaeration therein expressed, and as the act of saéd corporation.

. GIVEN underésy hand and seal of office this <3 day of
\iscmmfj » 13207.
Wity { L) dumuu

hotary Public
My Co-issimh%plm:
1-25-

-

SEAL
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EXDNINIT A -1

T0
HEMORARDUM OF OPERATING ACREE™ENT AND FIKAMCING STATEMENY
BETWEEN
SR OPERATING LINITED PAKIRERSHIP,
FORELAMD CORPORATI(N
AMD
READIHG & BATES PLTROLEM CO.

Lease 7 Sun Lease # Description of Pequested Lands Acreage

05508 724491 TI0M-A52E
Section 15: NEj 160.00
" Sectiom 21: Nl 160.00
Section 23: All §40.00
Sectlom 25: All §40.00
Section 27: AE} 160.00
05907 724490 T30M-RSZE
. Section 3: Lots 1,2, SINEL 161.56
' il 3 W 16348 |
Section 11: All 640.00
05906 T2Mes T29R-RS2E
o Section 3: Al 647.9) -
Sectiom (9: NE) 160.00 |
Sectiom 11: W 320.00
Sectios 15: Lets 1,2,3.4, 655.80
, WIE), W)
i TI0m-252¢
Sectiom 33: M} 160,00
Sectioa 35: Al $40.00
| TOTIAL 5.465.27
I
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EXHISIT "A-2"

HEFORANDUM OF OPLRATING AGREEMENT

Option Farmout Lands

Description of Requested Lands

Acreage ML

T29%-R52E

Section 19: NE)
Sectleon 21: KE}
T29n-R52E

Section 23: Wi
Section 27: AN
Section 29: NE}
Section J1: AE}
Section 33: KE}
Section 33: All
T288-R52E

Section 1: W}
Section 3: RE}
Section S5: WE}
Section 7: WE)
Section 9: NEi
Section 11: NE}

ToTAL

Page 2 0f 3
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160.00
160.00

320.00
640.00
160.00
160.00
160.00
640.00

320.00
160.00
160.00
160.00
160.08

160.00
3,520.00
K.I.A.IFANIDS LOCATED 1IN THE MOUNT DIABLO MERIDIAN, EUREKA AN ELXD COUNTIES,
REY|
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:

Sun Leage 8a. .
Lessor-
Lesgee.

Date:
Recorded.
Ikscrip:lon:

Sun Leage No.:
Lessor.
Ssee:

Date:
Recordeq.

De:cription:

Suny Lease o, :

Lessor.
see;

Date:

Recorded:

Description:

Sy Lease No. :

MENOZAN: w OFH{_?FERATINS
ACTEEME
SCHEDULE OF 1L Al GAS LEASES

726488
Southern Pacifie Lang Company

Reading g Bates Petroleun Co. ang

Sun Ex loration and i‘rodnctim Co
Decembgr 1, 1982 pany
Book 422, Page 130 of the Records of Elxg Comey, ¢
Book 113 Page 063 of the Recordg of Eurgky cﬂnt}.
State of devada

INSOFAR oxp v a3 thag &Creazge described

en Exhibije A.2

724489

Southern Pacific Lang Company
Reading & 5a'tes Petrole:.m Co.,

Book 422, l;agé 137 of the Records of Elko Comey g
f the Records of Eureka Comzy,

INSOFAR ONLY ag thar Acreage cescribed
d A-Z2 a4 5el forth therein,

State of evady

124849]

Lessor. Southern Pacific Lang Company
lessee: Reading & Bates Petrolew Co., and
Sun Exploration and Production Company
Date: December 1.1982
Recorgeq. Book 422, Page 145 of the Records of Elko Comty, &
Book 111, Page 033 of the Records of Eureka County,
State of Revada
Descriprion. INSOFAR ongy as that #cTeage described
on Exhibhip ~1
Xy ar m‘m:v 0. rﬂ_'l-}." 1 iz 23200L0
ST R v
A SV P v 3
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