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Magnum Hunter Resources; Inc.

Fax Cover Page.
From sbe desk of -

Larry D. Watkins
3560 Witliam D, Tate, Suite 200
Grapeviane, Texas 76051
Phone # 817-424-0485
Fax # 817-424-0031
E-mail: Iwatkins@grapevine. magnambunter.com

Date:  April 3, 2003
To: - Jack Chenoweth

Compeany:  Rutherford Oii Co.

Pax #: 1135217972

" Number of pages to follow: 2

—_ OO 3

Message:
Jack, Attached is a plat that depicls what we think we own in the area.

As discussed on the telephone récently, I had a landman research the Jeasehold owneiabip
for me on Survey #3 (location of the Earl Baker #4 & #6). Below I have set forth the
landman's report pertinent to this issue, Please note that we are successors fo the mferests
Arcs sssigned to Petrus. [ think the theory can be extrapolated through surveys #1,2,4,5
& 6 as well. This theory is the only theory that, when calculated, matches the W1 & NRI
in the wells that we own. - Uk

“After a review of the files I have also determined that the Operating Agreement S
dated June 8, 1953 between Arge Oil, ns Cpersator and W. Earl Rowe and P-R. <o cL e
Rutherford as Non Operatovs covering all of Survey 3, Abstract 434 Mchinflen

Coumty Texas as vwell a5 other lands, did not include Arce’s mineral interest under s
the JO4. On Jrpnary 4, 1967, Atlandc Richfield as Operator, and P.R. Rutherford, I
W. Earl Rowe, T.1. Goad, P.R. Rutherford; jr. and Micksel C. Rathelford, as Non ) s
Operator, eatered In a JOA covering all of Survey 3, Abstract 434, McMallez Co,,

Texzas. Once again Exhibit “A” orly commits the two Iensehold Interests to the JOA.

There is, bowever, a specific provision for Unleesed Ol 2nd Gas Interests that

prevides that any UMI shdll be treated 58 though it were lease fo5 a 8™ royalty,

and that the owner of the UMI sbail be entitled to its share of prednetion on said

royaliy. In addition this provision prevides that shozld amy provision of the JOA

requive an assigmnent s to the UMI, then 2 Jease would be granted for a primary-

term of oxe year from the date of its Gelivery and be effective 5o long as off and gas

was produced.

There i5 8 memo in the file dated November 25, 1966 froin Perzy B. Carroll fo
Frank B. Aumliler wherein Perry B. Carroll whio prepared a Supplemesntal Cplulon
on November 22, 1966 indicates that he considers the two leases a3 well 28 the UMI
to be committed to the JOA dated 6/8/53. Therefore Arco had a ¥ Doterest in the
operatizg rights, being its % intevest in the minersls ples a ¥; interest in the Baler
Lesse which tovers a % interest ia the minerals thereby giving ARCO a 1/8 x 8/8
and a % x 7/8ths i the ofl and geo leasekold zstate.

On Dctober 6, 1992 the Lew Office of J.M. Slator JII prepared a Limited
Supplemental Title Ophaion for Bridge O on the Earl Beker #4. Requirement No. -

. 6 states thit there is a discrepancy between the .25 werking interdst avd the 21875,

met revemue inferest he had credited to Bridge and the 328181 W1 2nd .2784089.

. L | MM 058021
?Rgalaf’(.: :
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NRI which was shown by Bridge fu their books. He had revicwed a Supplemental
_ Gpinion dated 6/29/67 from Perry B. Carrell to Atlantic Richfield Company that

credited Arco with a ¥ interest under the Baker lease covering a % interest in the
minerals. He furiher indicated that the % U belonged to Arco was subject to a
production payment. This production payment hiad been created more than 30
years ago and he assumed that it bad been satisfied. A run sheet was done on
Survey 3 and there was no evidence of 2 conveyance from Arce of its % M nor any
lease covering their interest in Survey 3 Arco specifically excepied their mineral -
interest from the conveyance. He made a reguirement to conduct an invesﬁgaﬂom to

determins the reason for the dxscrep&ncy : Y

There is no cerative in y@m‘ files to cmrmg this defect, However, ¢ is my feeling that
Areco’s minerals were committed to the Operating Agreement under Paragraph 3 of

. the JOA dated 1/4/67. Furthermore nnder the Assignment from Arce to Petrns, the
granting clause specifically conveys 2l of Arco’s interest in the oil, gas and mineral

. leasehold estate along with all of their interest in the wells, equipment and facilities,
and ail ofl and gas produced after the Effective Date of the Conveyzace, as well as
all contracts and agreements. It is my interpretation that Arco by virtae of this
Assignorent conveyed all of their Interest including the 1/8“‘ royalty under the UML.
By specificaily reserving their minerals In the conveyance, upon lermination of the
unit, the 8/8ths UMI would once again be in Arco’s name. . If the produoction
payment, however, s still active then the royaity distribution deck appeéars fo

. represent that Prize is being paid for ¥ x % x 1/8 of the royalty it appears to agree

with my interpretstion. I agree with J.M. Slafor that the production payment has
probably paid out; however, I didn’t find apything in the file to support that.”

I hope this helps.
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azceared J. M. Deilinger, Jr., <nown tc me to be the gerson whosr name s subscribed

to the foregoirg lnstrument and acknowledged to me that ke execuh:zd the same feor
the purposes ard conslderaticn therein expreascd.

Giver under my hand and seal of offlce thls 30 day of July, A. D. 1956.
(SEAL) Jean M. Smith

Notary Publlc In and for Nueces Counbty, Texas

THE STATE CF TEXAS
COUNTY OF DUVAL

I, ALBERTO GARCIA, County Clerk in and for the aforesald County and State,
do hereby certify that the !l'oregoing instrument of writing with 1its cept;ficate of
authentlication was [lled for record Aug. 16, 1966 at 9:36 o'clock A.M.,‘énd duly
recorded Aug. 18, 1966 at 9:45 o'clock A.M. in bobk 192, pages U456-U457 0.G. Lease .
Records.

Wltneas my hand and offlelal seal the day and year last above wrltten.
{ SEAL) ALBERTO GARCIA, Clerk

County Coubt, Duval County, Texas.
By Anucleto Valerlo, Deputy.

THE STATE OF TEXAS '
COUN1.” OF LIVE OAK

I, BILL HUFF, County Clerk of Llve Osk County, do hereby certify that the
foregoing instrument was filed in my office on the 6 day of September, A. D. 1966 at

10:37 o'clock A.M. ard duly recorded this 8 day of Sept., *. D. 1966 at 11:16 o'clocld

A.M. 1n the OL1l, Gus & Min. Lease Record of sald County in Volume 54, on page 24.
Witness my hand and seal of the County Court of sald County at Offlce
in George West the day and yeur last above wrltton,
(SEAL) BL11 tlurf, Clerk, County Court,
Llve Oauk County, Tuxusn,
By Mlldred Jumoa, Dueputy.
FILED FOR RECORD THIS 14TH DAY OF SEPTEMBER,. A.D. 1966 AT 10:30 O'CLOCK A.M.
AND DULY RECORDED THIS 1(TH DAY OF SEPTEMBER, A.D. 1966 AT 1:00 O!'CLCCK P.M.

A n}ﬁ ﬁ}/‘l n'% _CLERY
, TEXAS
vy > 9
FILE NO. 18397
OIL AND GAS LEASE
THIS AGKEEMERT mude thls [ day of September, 1966, between E1 Pasc Natural
Gas Company, whose mulllre; address is Post OfCice Box 1492, E1 Paso, Texas 79999,
hereln called Lessor (wnether one or more) and P. R. Rutherford, whose malling
addres:c is Enperson Bulldimg, Houston,Texas 77002, hereln called Lessee:
1. [esaor, In consideration off Ten and no/190 Dollars ($10.00) in hand
pald, receipt of which Lt ncreby acknowledged, and of the royaltles hereln provided

and of the agreement: ol the Lessedhereln contalned, hereby grants, 12a5es and lets

HOS-00492
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exclusiv2ly unto Lessee for the purpose of lnvestigatlsg, exploring, prospecting,
drilling, mining and cperutling for and prcducing oll ard gas, wngoawhsm gas, vaters,
other flulds and air Into subsurlace strata, laylng plpe llnes, storing oll, bullding
tanks, power ztatlons, telephone lines and other structures and things therecn to
orecduce, save, tazke care of, treat, procesg, store and transport saild minerzls and
other products manufactured theretrom, ard housing and otherwlse caring for 1its manwo¥
ees, the following described land In Llve 0Oak and McMullen Countles, Texas, to wit:

All of Survey 322, Certificate 237, T.T. R.R.Ju. patented to J. W. New,
Assignee of J. T. Conn, by Patent No. 452, Volume 10, dated May 17, 1890, recorded
in Volume K, puge 40, Deed Records, Live Oak County, asrmo:re particularly described
in the Dced of Acqulttance from The State of Texas dated October 8, 1943, recorded
in Volume 98, page 26, Deed Records, Live Oak County, oo:npmzwsm 650.85 .acres, more
or less in Llve Cak County, Texas; and

N/2 of Survey 6, Certiflcate 190, Seale & Morrls putented to W. P. Baugh
and 5. V. Houston, Asslgnees of M. F. Lowe, by Putent No. 609, Volume 14, dated
June 3, 1895, recorded in Volume E, piage 152, Deed Records, McMullon County, as more
particularly deocribed n Deed of ucacpnwc:ao from The Stute of Texus dated October
8, 1943, recorded ln Voiuar 3%, pnge 319, Deed Records, MeMullen County, and Volume
98, page 631, Dued Records, Llve Oak County, contalnlng 328.47 acres, more or less,

In Live Oak am: McMul'.en Countles, Texas; und

All of iurvey 3, Lard Scrip 99, Seale & Morrls, patented to E. G. Perez and
C. Tovar, Aasignees of Seale & Morris, by Patent No. 1, Volume 26, dated September 23 |
1876, recorded In <ow:am A, poge 220, Deed Records, McMullen County, as more particu-
larly descrived in the Deed of Acqulttance trom The State of Texas dated October 18,
1943, recorded in Volume 3%, page 242, Deed Records, MeMullen County, contalning 690.7
acron,more or los., In McMullen County, Tuxiui;

All the abuve doiscribed lard belng a portlon of the traet of lard known aa
the Buker Ranch, and comprlzing a total of 1,66.HY ucres, more or leas.

2. SubJeet to the other provisloms hereln ewontalned,thlsz lense shall remaln
in force for a term of two [2) yeurs from thla dute {enlled "prlmary term") and as
long thereafter as oll or ;ut I& produced rom culd lund om land with which sald land
is pooled. '

3. Tne royalties to be pald by Lessee ars: (a) on oli, and on other liquid
hydrocurbons saved at the well, one-rourth (1/4) ol trut produced and saved Irom said
land, s°.me to bLe delivercvd at the wells or to the credit of Lessor Ln the plpe llne
noz:wc:n:o:OHHua,wdonc::nanc:”qunon_nH:nnﬁmuawrawu:mno:ucu:uywcown

abins 0il to mmke It mariketable as crude; (b) of

tr proportion of dny vijpensud o b
€85, lncludlng cuslinihensd i el 511 pgascous sabstanees, produced Crom suld land
and sold or used off the premlccs or in the mnulucture ol jmizolline or other product

therefrom, the marict vulu- % the mouth of the well of one=lourth (1/%) of the gas

50 sold or used, provlded that

(1/4) of the amount realized i1'om sueh sals; (2) at uany tlme, cither before or after

-—

sold 4t the wells the rojyuliy shull be one-fourth

3
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of Live Oak County, Tecxad, to whi:h sald deed and the record thereof reference '~

-whetier. 1t actually COMPLLSE3. MOLB -OF- 1853 vr cravaarenmos oomamin e mss s

ayonne, N, J,

¥

d pENGAD-D,

FILE NO. 17462

0lL, GAL AMD MINERAL LEACE i

THIS AGREEMENT made tivis Oth duy of May, 1965, between Earl M. Baker, Lessor, ;

(whether cne or more) whose oddiess 1s Eexar County, Tcxas,~and P. R! Rutherlord, %
Lessee, WITNESSETH:

1. Ilessor Ln consideration of Ten and No/100 Dollars amd other conslderatlons

($10.00), in hand pald, ol' the rcyaltles herein provided and of the agreement of

Lessee hereln contalned, hereby grants, leases ard lets exclusively unto Lessee for

the purpose of Investlgatlng, cxploring, prospectling, drlilling and mining for and

produclng'oll, gac and all cther mlnerals, laylng pipe llnes, buildlng roads, tanks,

power stations, telephone llnes and other structures thereon and on, ovar and acrcas
lands owned or claimed by Legsor-adjacent and contlguous thereto, to produce,vsave,
talke care of, treat, transport and own 3ald n-oducts and housing Lts employees, the
rollowlng described land In Tlve Oak and McMullen Countles, Texas, to-wit:

>. 650.8 acres of land, more or less, belmg all of Survey do. 322, Certiflcate No.

2357, T.T.R.R. Co.,?atent No. 452, Volume 10, sltunted In Live Oak County, Texas, %
|

and more partiecularly descrlbed In deed of acqulttance from the State of Texas to i

J. W. New dnted October 8, 1943, vccorded Ln Volume 96,page 626, of the Deed Records |
here made for a more partlcular descrlptlon of sald land; i
Z.  791.41 acres of lard, morc or less, belrg all of Survey No. 342, Certificate No.}
362, T T. R.R. Co., Patent No.W71l, Volume 10, situated in Live Oak County, Texas, ané
contalnlng 817.1% acres of lund. more or less, as descrlbed In deed of acquittance
from the Stute of Texus Lo J, W, Hew duted October 8, 1943, rocorded In Volume 98,
page 627, of Lhe Deed Reeurds of Llve Gake County, Texas, to which nuld doed and the
record thereol reference o heri mude (or 4 more partleulne deo:rlptlon of sald lnnd:
SAVEE AND EXCEPT rom sald survey 29,75 ueres of lund, more or leas, dcscriﬁod in decé

from Myla Bakcr et ol to the State o Texan duated Decembor 26, 1939, and recorded

in Volume 82, page 5835 of the Deed Reeords of Live Oak County, Texas:
3. OY0.50 acres of lamd, morc or less, belng all of Survey No. 3, Certiflcate No.

9, Seale & Morris, Putent Ho. 1, Volume 26, sltuated In McMullen County, Texus, as 1
described in decd of acqulttance (rom the State of Texas to E. G. Perez and C. Tovar%
asslinces, dated October 13, 1913, and recorded in Volume 35, page 282, of -the Deed %
Recordc of McMullen County, Terzie, to which sald deed and the record thereof referen&e

.!
15 here ma for & more particular description of sald land. 4
l}

or contlgious to Lne land particulaely descelbed above whether the same be in saild |

This lease also ~overs <arxi Ineludes all land owned or clalmed by Lessor adjacent

surve; or surveys or in adjaccent zurveyc, although net lnsluded wlthin the boundaries
:

of the land purticularly described above. For the purpose of calculatlnz the rentaL

i

payments hereinafter provlded for, sald land is estimated to comprise 2132.75 acres;

i

i
|
|
i
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Nr— et —

q Lessee may from time to tlme purchasze any royalty oll 1n 1ts possession, paylng the

2. 3ubjeect to the cther pravicions hercin contained thils lease
shall e for o te~m of five yenen (rom April 2%, 1906 (enlled "arlmey teem”) and

a5 [ eng thereulter as oil, o ovr other minornl is preduced t'rem Suid lund or lard

g
H

with whidisaid land 1s pooled hercunder.
3. The royaltics to be paid by Lessee are:  (a) on oll, one-elghtﬁ
of that produced and saved (rom said land, the sume to be dellvered at the wells or

i to the credlt of Less. - lnto the pipe line to which the wells may be connected;

market crlce therefor prevailing for the [leld where produced on the date of pur-
|

chase; (b) on gus including caslnghead gas or other gaseous substance produced from

sald land and sold or used c¢{{ the premlses or for the extraction of gasoline or other
product therefrom, the market valuc at the well of one-cighfﬁ of the gas so sold

or used, provlied that on yas sold at the wells the royalty shall be one-elghth of
the umounﬁ reallzed trom such sale; while there 1s 2 gas well on thls lease or on
ancreage pooled therewlth hut gas Lz not belng sold or used, Lessce may pay ag royalty
on or before ninety (90) duys afler the date on whlch (1) sald well la shut ln, or

(2} tho land covered hereby ov any portlon thereof lu Included In a pooled unlt on

LR Tiva e

Cen), oone=tenth elther In klil or valair at the well or mine, abt Lessec's cleztion, ex- !

O

- and gas, or eltrer of them, wlin cther land, leazc or leases in the immedlate

©sasdeanes

whlch 21 well 1s located, or (3) lila leagse cousocd to be otherwlse malntalned ag
provided hereln, whlichever it the later date, and therealter atf monbhlypntcrvals, a
sum equal to one-twelflth (1/12) of the amount of the annual rental payable In lleu ofi
drilling operatlons durlng the primiry term onthe number of acres suhbject to this E
leagse at the tlme such p2yment 1s made, w:xi Lf cuch payment ls made or tendered, thls!

I

I

leagse shall nt terminate, and Lt will be consldered that gas 1s belng proauced

{vom thlxs lense L payliy quantibies; and (¢) on ull other minerals mined and murket—;

.

cept thut on culphur mlned mixd marketoed, the royalty shall be rLCLy centa (504) per
long ton: [Lessee shall have (rec use of oll, g, econl and water Crea sald Lad,
oxeept wnter rrom Lessor's wells, for all operutlon: harcunder, a.cl L royalt; on
oll, gaus und coul Hhall/:gmpukud alter deductlng any o used,

. Lessee, al Lts optlon, L1z herecby silven the elphl -ind power to

pool or comblne the uereage coversni by thls ledase or any portlon therwor a: to oll i

vicinity thereor to the cxtent hoeelnefter stipulated, when In Lesscee's Judgement, Lt
15 necessary or advicable to do co In vrler properly to explore, or to develop and i

operate s2ld leazwd premlies in compliunce wlth the spaclng rules of the lallroad

Cormlsclon ol Tuxus, or oine: iwwiml wubhorlty, or wnen to do so would, in the Judg-
Sment of b 2sec, promote lnn ccnseorusiion of ofl wed pus In oand under and thot may be

produced from culn preslnes. PYeltn pooled v 01l herreundler shall not substantlially

exzcen ‘R neco cachoin necn, el it peoled for gas herceunder shall not substan-
tially exceed Inoarcu 640 ncres cuch plias w Lolerance of 10 % thercol, provided that )

- should goverrnmentul authoriiy huving birlsdiztlon prescribe or permit the crcutlon of ¢
. L]
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Memorandum

Magnum Hunter Resources, Inc.
Craig Kirk, Landman - Gulf Coast

S Y |

HNW' Bayoane, N. ),

Date July 12,2004

To Terry Morrow E WF

mg

From CraigKirk -

Re BP ‘America Letter dated June 25, 2004
Seale & Morris Survey No.3, A-434
3209 - Brazil Prospect, McMullen County, Texas
77341 - Earl Baker No. 7 Well

EXHIBIT

F&rre( 7‘3’557

On June 28, 2004 Magnum Hunter Resources, Inc. received a letter from BP America Production
Company's Houston office questioning production from the S&M Survey No. 3, i.e. the Earl Baker No. 4
well (922079.004) and the Earl Baker No. 6 well (922081.006). Gruy operates these wells for Prize
Energy Resources, L.P.

Prize is the successor in interest to ARCO for a 50% working interest (25% leasehold and 25% mineral
interest) through a 1967 Operating Agreement and later assignment from Pioneer (1999). BPis also a
successor in interest to ARCO but for a reversionary interest only.

BP claims to have "information" that mdlcates that there was no productlon from these wells between
June 2001 and Apnl 2002 and therefore the Operating Agreement covering all of Survey 3 has
terminated. :

The Operating Agreement is a "MODEL FORM OPERATTNG AGREEMENT - 1956" dated January 4,
1967 by and between Atlantic Richfield Company (50% WI and 45.3125% NRI), as Operator and P.R.
Rutherford et al, as Non-Operators. The O/A covers all of Survey 3 and includes the Earl Baker 4, 6 and
7 wells and the 8 and 9 proposed locations. Article "10. Term of Agreement” of the O/A provides ".
agreement shall remain in full force and effect for as long as any of the oil and gas leases subjected to thlS
agreement remain or are continued in force as to any part of the Unit Area-...". It is certainly Prize's
belief that all of the leases contributed to the O/A area are still in full force and effect and have not lapsed
for any reason.

As far as BP's assertion that no : gas was metered during the period June 2001 through April 2002 and that
Railroad Commission Reports should have reflected no production during this period, Prize has HPL
meter receipts showing production in all months except June and. July 2001 (see attached) Sales volumes
reported to the RRC by Prize prOperly match the HPL meter volumes.

It appears BP is simply on a "ﬁshmg expedxtlon" based upon erroneous information.
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Land Summary Meeting
January 7, 2002

Rick Farrell

Taking notes for Magnum Hunter (MHR) from this point forward. Inviting Greg Jessup, VP
Land Department, to attend our meetings when available and as much as possible. Summary
notes will be forwarded to Greg Jessup and posted on our H: drive.

S4 form should be completed Monday or Tuesday. The SEC will know in approximately 7 - 10
days if they will review or not. If they choose not to review, things could move quickly finishing

by the end of February. If they do review the filing, it could take 2 - 3 months to complete.

Phil, Lon, Richard and I are going to MHR offices on Tuesday to work on merger details. We
will be going back and forth weekly, as will executives from MHR.

With the loss of our contractors, Scott Chapman will get with Bruce Anderson on his projects

"(Mineral Option Leases and Settlement with Blackstone on Apache minerals) along with Linda

Smith.

Terry Morrow

Arcadia West, Bienville Parish, Louisiana

Successful in collecting approximately $150,000 in revenues thought to be lost as a result of
lease failure in a field acquired from Apache. Have recovered a portion of the operating expenses
erroneously billed to Prize (4/2001 through 9/2001). Attempting to close this issue by collecting
the LOE for 12/2000-3/2001.

Belle Isle, St. Mary Parish, Louisiana

Waiting on Sherry Reid-Carroll’s comments on the proposed agreement to provide for the
cooperative operation of the wells in the field owned by Prize, Cabot and Brazos River. Still
working with Cabot to obtain copies of pertinent agreements, which are to be replaced by the
agreement being contemplated.

Perry Point, Acadia and Lafayette Parishes, Louisiana
1. Reviewing the work product of Kenneth King’s efforts to determine what needs to be
done next, including a well authorization for the Hulin #1 well.
2. Completing leasing activities (protection acreage for the 13,850 RC SUA)

Bayou Bouillon, Iberville and St. Martin Parishes, Louisiana
Reviewing Kenneth King’s reports relative to the inquiry of two owners purporting to own
interests as a result of buying properties at auctions (the seller is not in divisions of Interest)

Bastian Bay, Plaquemines Parish, T ouisiana
Coordinating efforts of E & E Group to settle damage claims made by Matt Lepetich, an “Oyster
Fisherman”.
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Land Summary Meeting
January 7, 2002

Lawsuits
1. Delta Farms, Lafourche Parish, Louisiana (sold to TPIC effective 1-1-01)

Following up with Pat Gray to get copies of his responses submitted on Prize’s behalf.
2. Lost Ranch, Liberty County, Texas -

Looking for status reports from Prize’s outside counsel.

Larry Watkins

Graceland, Lavaca County, Texas

Working on Well Authorizations, Assignments, Lease Set-up and internal administration. 6 or 7
Well Authorizations are still outstanding. This has required a lot of research to learn exactly what-
did we buy. Once assignments are done we can complete the farmout with MW Petroleum.

Lehrer Davies #1 is ceased pfo‘duct_ion as of Dec 12. We have until February 10 to commence
rework/drilling operations. ‘

The Baker and Taylor unit (acquired from Surfair) has been tendered to owners and they have
requested copies of leases, etc. Our interest is an APO interest and it has not paid out yet.
Operated by Marquee Corp. We are requesting title opinions and DO title opinions.

Provident City, Colorado County, Texas
Dominion Assignment — depth restrictions — inside/outside unit, along with Mineral issues. We
can’t assign until we settle on Blackstone. This is a very detailed and time-consuming project.

Brazil, McMullen County, Texas

Earl Baker #4 - We have sent frac proposals to the owners twice, but have not done the work.
Current proposal is on Richard’s desk, will wait to send to owners after approval. Currently Earl
Baker #6 is producing, but the compressor is using all the gas produced. We are not registering
any gas sales, but we are “producing”.

Word, Lavaca County, Texas

Fred Melnar #2 - 1 of 3 wells in 704-acre unit. It hasn’t produced since 86 or ’87 with tubing
blocked. Tri-Union proposed to clean the tubing, but completed work before time elapsed on our
consent. It was unsuccessful, so we will respond to AFE as non-consent. As for the AFE to
recomplete the Wilcox — we have no interest, but have received a request for approval. Plan to go
ahead and consent to the AFE just to cover Prize. We won’t pay any bills until Tri-Union offers
us proof of our ownership.

Rhode Ranch, McMullen County, Texas

Greg McFarland has requested that we analyze this property for Prize’s ownership. This will be a
time consuming project as title is very complicated with depth restrictions and contractual
interests.

Buchel, Dewitt County, Texas
Gohmert #2 - Settling pipeline damages.
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