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CERTIFICATE OF REGISTRATION
OF

NTS LINITED PARTNERSEIP

I, PETE T. CENARRUSA, Secretary of State of the State of Idaho, hereby certify that

duplicate originals of an Application of MTS LIMITED PARTNERSHIP

~ for Registration in this State, duly signed and verified

pursuant to the provisions of the Idaho Limited Partnership Act, have been received in this

office and are found to conform to law.

ACCORDINGLY and by virtue of the authority vested in me by law, 1 issue this Certificate
of Registration to NTS LIMITED PARTNERSHIP

to transact business in this State under the name N?8 LINITRD PARTNERSHIP

and attach hereto a duplicate original of the Application

for Registration,.

Dated January 6, 1982

G2 r O

SECRETARY OF STATE

by:

MBI AR a0
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MTS LIMITED PARTNERSHIP
SO ATE

APPLICATION FOR REGISTRATION

AS A FOREIGN LIMITED PARTNERSHIP

1. The name of the foreign limited partnership is MTS LIMITED

PARTNERSHIP.
2. MTS LIMITED PARTNERSHIP is a Texas limited partnership

formed on October 1, 1980.

3. The general character of the business MTS LIMITED PART-
NERSHIP proposes to transact in Idaho shall be to hold properties,
develop exploration, exploratory drilling, development and property
and property acquisition programs with respect to the properties and
to conduct exploration and exploratory drilling on the properties and
if 0il, gas and/or other minerals are found in paying quantities on a
particular property, to produce, save and sell the oil, gas and/or
other minerals produced therefrom.

4. Sherman F. Furey, Jr., an Attorney at Law, residing in the
New Thrasher Building in Salmon, Lemhi Coun£y, Idaho is the agent for
service of process on MTS LIMITED PARTNERSHIP.

5. The principal office of MTS LIMITED PARTNERSHIP is located
and maintained in Texas, the state in which MTS LIMITED PARTNERSHIP
was organized. The address of the MTS LIMITED PARTNERSHIP's principal

office is P. O. Box 2009, Amarillo, Potter County, Texas 7%189.

MTS LIMITED PARTNERSHIP

Me Petroleum Co., General Partner

SIGNED AND SWORN TO BEFORE ME this /& day of December, 1981.

y Public in and for
Potter County, Texas

My Commission Expires:

pasfed
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SECRETARY OF STA TE

The undersigned, as Secretary‘ of Btate of

the State of Texas, HEREBY CERTIFIES that the attached_is

a true and correct copy of the following described instruments

on file in this office:

MTS LIMITED PARTNERSHIP

Certificate of Limited Partnership October 1, 1980

IN TESTIMONY WHEREQF, I have hereunto
signed my name officially and- caused to be im-
pressed hereon the Seal of State at _my office in

the Ciry of Austin, this

315t gayor.. December 4 p 19 81
Secretary of St_aie

dem
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CERTIFICATE OF LIMITED PARTNERSHIP ‘Uiyﬁnﬁ
- OF Corporation Division

MTS LIMITED PARTNERSHIP

The parties hereto mutually covenant and agree to
form a limited partnership pursuant to the provisions of the
Texas Uniform Limited Partnership Act and do hereby make,
subscribe and swear to this certificate in writing in accordance
with the provisions of the laws of the State of Texas. All
undefined capitalized terms used herein shall have meanings
assigned to them in the Agreement and Certificate of Limited
Partnership of MTS Limited Partnership (the "Partnership
Agreement"), a copy of which is attached hereto as Annex I
and incorporated herein for all purposes. '

FIRST. The name of the limited partnership formed -
hereby shall be MTIS Limited Partnership.

SECOND. The character of the business of the
Partnership shall be as set forth in Section 2.7 of the -
Partnership Agreement.

THIRD. The location of the principal place of
business shall be as set forth in Section 2.3 of the
Partnership Agreement.

FOURTH. The name and principal place of business
of the General Partner and the names and residences of the
Limited Partners are as follows:

General Partner

Mesa Petroleum Co.
One Mesa Square
Amarille, Texas 79189

Limited Partners

Texaco Inc.
1111 Rusk Avenue
Houston, Texas 77002

Sequoia Petroleum Inc.
50 Beale Street
San Francisco, California 94105
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FIFTH. The Partnership shall exist until the
close of Partnership business July 1, 1999 or until earlier
termination of the Partnership in accordance with the provisions
of Part Twelve of the Partnershlp Agreement.

SIXTH. The Limited Partners have contributed to
the Partnership a total of $249,025,000 in cash. The amount
contributed by each Limited.Partner is set forth in Section
3.2 (a) and (b) of the Partnership Agreement.

SEVENTH. Additional contributions will be made by
the Limited Partners to the Partnership pursuant to the
provisions of Sections 3.2{(c), 3.2(d), 5.2(e), 5.2(f),
5.3(b), 5.4(g) and 11.1(b) of the Partnership Agreement.

EIGHTH. The Limited Partners are not entitled to
the return of their contributions to the Partnership except
as set forth in Section 12.3 of the Partnership Agreement.

NINTH. The share of the profits which the Linmited
Partners shall receive by reason of their contributions to
the Partnership is as follows: '

Texaco Inc. 25%
Sequoia Petroleum Inc. 10%

. TENTH. A Limited Partner shall have the right to
substitute an assignee as contributor in its place with the
consent of the other partners as set forth in Section 8.1(b)
of the Partnership Agreement.

ELEVENTH. ©No partner shall have the right to
admit additional limited partners without the agreement of
all the partners.

TWELFTH. No Limited Partner shall have priority
over any other Limited Partner as to contributions or as to
compensatlon by way of income.

THIRTEENTH. Except as set forth in Section 8.1(a)
of the Partnership Agreement, no provision or agreement is
made as to the right of any partner to continue the business
on the withdrawal, dissclution, removal or expulsion of the
General Partner.



FOURTEENTH. The Limited Partners shall not have
the right to demand and receive property in return for their
contribution.

Mesa Petroleum Co. does hereby swear that each of
the Limited Partners of the Partnership has executed and
delivered a power of attorney appeointing Mesa Petroleum Co.
as attorney~in-fact for the purposes of executing this
certificate on their behalf and the filing hereof in the
State of Texas. Such power of attorney is set forth in
Section 2.8 of the Partnership Agreement.

IN WITNESS WHEREOF, the parties hereto, constituting
all of the Partners of MTS Limited Partnership have executed
this Certificate effective as of October 1, 1980.

ESA P LEUM
Gene al Partne

/f’V1ce @re 1d

Texaco
roleum Inc.

- J"; ’ r
//'Vlce Pregﬂﬁen?f /

THE STATE OF TEXAS §
§
COUNTY OF HARRIS §

SUBSCRIBED TO AND SWORN TO BEFORE ME, the under-
signed authority, by ___JQiN'e,S L. GQQH}-Q.; ,
as Vice President of Mesa Petroleum Co., a Delaware corpora-
tion, and by Mesa Petroleum Co., acting by and through its
Vice President, , as attorney-
in-fact for Texaco Inc. and Sequoi Pjtroleum Inc. this -
| 7F  day of October, 1980. .

i¢ in and for
Texas
USY COURUAMS
Notery Public in Hareds Counly, Texas
My Cosuaission Expires May 25, 19
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AGREEMENT AND CERTIFICATE
OF
LIMITED PARTNERSHIP
OF
MTS LIMITED PARTNERSHIP

This agreement and certificate of limited partnership
{(the "Agreement") is made and entered into this 1lst day of October,
1980, among Mesa Petroleum Co., a Delaware corporation, herein-
after referred to as the "General Partner," Texaco Inc., a Delaware
corporation, and Segquoia Petroleum Inc., a Delaware corporation.
Texaco Inc. and Sequoia Petroleum Inc. are hereinafter sometimes
referred to individually as a "Limited Partner" and collectively
as the "Limited Partners," and the General Partner and the Limited
Partners are hereinafter sometimes referred to individually as a

"Partner" and collectively as the "Partners."
WITNESSETH THAT:

In consideration of the mutual covenants herein. con-

tained, each Partner agrees with each other Partner as follows:

PART ONE:

SUBJECT MATTER OF THIS AGREEMENT;
DEFINITION AND RULES OF CONSTRUCTION

1.1 Subiject Matter. The subject matter of this Agreement

is the formation of a limited partnership (the "Partnérship“) by
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the General Partner aﬁd the 'Limited Partners for the'purpose of
exploring for, drilling for, developing and producing oil and gas
in the United States including the territorial waters of the
United States on certain of the non-productive oil and gas leases
presently held by the General Partner, and being appfoximately
1.9 million net acres, and on additional oil and gaé leases and
other properties acquired by the Partnership ahd to oﬁherwise

carry out the activities provided for in Section 2.7_hereof.

1.2 Definitions. For purposes of this Agreement, except.as

otherwise expressly provided or unless the context otherwise
requires, the terms defined in this Section 1.2 have the meanings
herein assigned to them and the capitalized terms defined in the
‘opening paragraph of this Agreement, Section 1.1 and subsequent
Parts by inclusion in guotation marks and parentheses have the
meanings sp_ascribed to them. Unless defined in thi;jAg;eement,
technical terms and terms in general use in the oil and gas
business have the meaning attributed to them by standard industry

practice.

"aAffiliate", as to any Partner, means any person,
corporation, partnership, trust, or other entity (hereinafter for
convenience-“Person") which directly or indirectly through one or
more intermediaries controls, is controlled by, or is under
common control with such Partner. For purposes of this definition

(i) "control" shall mean power to direct the business or affairs
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of a Person, (ii) a Person éhail'be‘dqgmed to controi arother
Person if the former Person owns, directly or inditectly throuqh
one or more intermediaries, a greater than 51% beneficial owner-
ship interest or a greater ;han 51% voting interest in such
latter Person, and (iii) no Person shall be deemed to be in
control of any other Person.solely by reason of the fact that the

former Person is an officer or director of the latter Person.

"Capital Account” means, as to e?ch Partner, aﬁ account
or accounts that reflect the net effect of (i) the agreed Qalue
of all Capital Contributions made by such Partner to the Partner-
ship, (ii) all items of Partnership income, gain, ekpense, loss
and deduction allocated to such Partner in accordance with Sec-
tion 3.4, and (iii) the book value of all distributions made to
such Partner except distributions made pursuant to Part 12 which
shall be at fair market value. Expenses and losses allocated to
a Partner shall permanently reduce such Partneﬁ's Capital Account
for all purposes hereof regardless of whether (i) such Partner's
deduction, if any, of such éxpense or loss is disallowed for

Federal income tax purposes or {ii) such Partner otherwise realizes

the tax benefit, if any, anticipated from such allocation.

"Capital Contributions" means the capital contributions
t0 the Partnership actually made by one or more of the Partners

whether in the form of cash or properties.
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"Development" means ;lllo%ergtions to initiate,
develop, maintain, or enhance and treat, savé, care for and
market production of 0il, gas or related hydrocarbons from a
Property after it has been dgtermined, as a result of tests,
analysis and evaluation of the results of Exploratory Drilling,
that the Property contains one or more oil or gas reservoirs
which may reasonably be expected to be capable of producing oil

or gas in paying gquantities.

"Exploration" means the process of searching for oil.
and gas, including surface and subsurface geological and geochemical
studies, surveys, techniques, analyses and interpretations,
gecophysical surveys and techniques, processing, reprocessing and
interpretation of geophysical data, land, engineering and other
directly related pre-Development activities, including payment of
delay rentals, necessary to formulate comprehensive programs to
evaluate and determine the o0il and gas production poéential of

the Properties,

"Exploratory Drilling” means the drilling and completing
of one or more wells on a Property to determine if the Property
contains one or more oil or gas reservoirs capable of'producing

oil or gas.

"General Overhead and Administrative Expenses" means
those expenses which are attendant to the executive and admin~

istrative functions incurred by the General Partner at the home
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and divisional office level' in doqnécﬁ}on with the cbnduct of
Partnership activities and functicns. In general, Generél Over~
head and Administrative Expenses will consist of two parts:

(i) reasonable charges for personnel and services which are
incurred by the General Partner directly for the use and benefit
of the Partnership (including personnel direétly assigned hy the
General Partner for the accounting, record keeping and data
processing requirements of the Partnership; printing, stationery
and similar costs related to the Partnership; and any legal,
engineering, audit, insurance or similar costs incurred specifi-
cally for the benefit,of the Partnership); and (ii) a charge for
that portion of the General Partner's corporate overhead which is
reasonably attributable to Partnership_activities. The General
Partner's corporate overhead shall include salariés, wages,
benefits, insurance and other typical general and administrative
expenses (excluding the general and administrative expenses which
the Partners may specifically agree to excludef plué aepreciation
and ad valo;em taxes on bulldings, facilities, transportation
equipment, furniture and fixtures and similar assets, and other
expenses as the Partners may agree. Total corporate overhead of
the General Partner shall be reduced by amounts charged to joint
operations, amounts incurred by and cha#ged to the General Partner's
divisions which do not benefit the Partnership, and other amounts
as the Partners may agree. The method of computing and allocating
General Overhead and Administrative Expenses may be amended from

time to time only by agreement among the Partners.
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"IDC" means those'coétsf éoq@only referredlto for
Federal income tax purposes as intangible drilling and develop-
ment costs, incurred by an operater in the drilling of wells and
| the preparation of wells for the production of oil or gas, all as
more fully defined in Treasury Regulation Section 1.612-4(a)
promulgated under the Inférnal Revenue Code of 1954, as amended

(the "Code").

. "Operating Agreement" means an agreement among the
Partners in their individual capacities in substantially the form
attached hereto as Schedule III-A (for onshore) or Schedule III-B
{(for offshore) which‘establishes the rights and liabilities with
respect to a Property that has been assigned to the Partners in
their individual capacities‘as undivided interest holders. An
operator will be designated in each such Operating Agreement at
the time it becomes effective, and unless the Partners agree
. otherwise, the Operator to be designated for each such Operating
Agreement will be the Paftner with the greatest interest in the

Property or Properties covered thereby.

"Ownership Interest" means as to the General Partner
sinty-five percent (65%), as to Texaco Inc. twenty-five percent

(25%), and as to Sequoia Petroleum Inc. ten percent (107%).

"Partnership Income" means the Partnership's income

from all sources, including interest income, sales or other
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dispositions of production,’ sales or other dispositidns of Proper-
ties, equipment, facilities or other Partnership assets, but not
including dry hole donations or bottom-hole or other contri-

butions.

"Partnership Acquisitions" means all non-productiﬁe oil
and gas leases and leasehold interests, including lease renewalsh
additional interests in leases, non-productive mineral interests,
farm-ins, receipt of dry hole donations, bottom hole and other
acreage contributions and other non-productive oil and gas interests
and properties acquired directly by the Partnership from the
lessor or grantor (other than the General Partner) anywhere in
the United States including offshore waters under state jurisdic-

tion and those in the Non=-Included Areas.

"Properties" means (i) all of the non-productive oil
and gas leases owned or held by the General Partner on July 1,
1980, except those in the areas designated on Schedule I attached

' and those in

hereto and referred to as the "Non-Included Areas,'
the areas designated on Schedule II attached hereto and referred
to as the "Excluded Areas," all of said Properties intended to be
more fully described in that certain schedule entitled "Exhibit
of Properties" which has been initialed by the Partners and is

incorporated herein by reference, (ii) Property Acquisitions when

acquired by the Partnership, and (iii) Partnership Acquisitions.
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"Property Acquisitioﬁs“.méaqs all non-productive oil
and gas leases, and leasehold interests including lease renewals,
additional interests in leases, non-productive mineral interests
{excluding interests acquired solely for purposes other than oil
and gas exploration), farm-ins, receipt of dry hole donations,
bottom hole and other acreage contributions and other non~productive
0il and gas interests and properties acquired by the General
Partner in its individual capacity after July 1, 1980 anywhere in
the United States, (i) including (a) offshore watefs under state
jurisdiction (b) additional interests in leases in the Federal.
Outer Continental Shelf in which the Partnership holds an interest
and (c) leases in the Non-Included Areas but (ii) excluding
leases in the Excluded Areas except as provided for in Section 5.3(g),
and (iii) excluding leases in the Federal Outer Continental Shelf
(other than additional interests in those leases in which the

Partnership holds an interest).

"Property Acqguisition Costs" means (i) when used with
respect to a Property Acguisition the sum of (a) the price paid
to the lessor or grantor in acgquiring such Property Acquisition,
including lease bonuses, (b) title insurance or examination
costs, broker's commissions, filing fees, recording costs, and
transfer taxes, if any, and (¢) rentals, ad valorem taxes and
other costs paid by the Ceneral Partner with respeét to a Property
Acquisitién to the date of its transfer to the Partnership (or

Electing Partner pursuant to Section 5.3(c¢)) or (ii) when used
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with respect to a Partnership Acguisition the sum of'(a)‘the
price paid to the lessor or grantor in acguiring such Partnership
Acquisitions including lease bonuses, advance rentals and other
acquisition costs, and (b) title insurance or examination costs,

proker's commissions, filing fees, recording costs and transfer

taxes, if any.

"Prospect”" or "Project" means an area which is geo-
graphically defined or capable of being geographically defined in
which geophysical, geological or geochemical exploration has been
conducted or is under consideration and which, on the basis of
such data, méy be reasonably anticipéted to contain an oil or gas

reservoir.

1.3 Rules of Construction. For purposes of this Agreement,

unless the context otherwise requires, (i) all terms defined
herein include the plural as well as the singular and (ii) refer-
ence.to any person includes successors of such person permitted
hereunder. References to Parts and Sections are, unless otherwise
specified, to Parts and Sections of this Agreement. References

to any other agreement or other instrument shall, unless the
context otherwise requires, or the definition thereof otherwise
specifies, be '‘deemed references to the same as it may from time

to time be changed, amended or extended in accordance with its
terms, and such other agreement or instrument when referred to

shall be deemed to be incorporated herein by reference. Neither



the captions to Parts, Sections or subdivisions thereof,.nor the
Iindex shall be deemed to be a part of this Agreement, but are

included herein for conveniencs.

PART TWO:

FORMATION, PURPOSE AND TERM

2.1 Formation of Partnership. (a) The Partners do hereby

form a limited partnership pursuant to the Uniform Limited Part-
nership Act of the State of Texas (the "Act") for the purposes-

get forth herein. .

(b) Until January 1, 1981, to the extent that the laws
of the State of Louisiana may be applicable to the Partnership,
the Partnership is intended to be a partnership in commendam and
the Limited Partners are intended to be partners in commendam
under such laws. To comply with the laws of thé State of Louisiana,
the business ¢f the Partnership shall be conducted in such State
only under the name of the General Partner until January 1, 1981,

or as cotherwise permitted under the laws of the State of Louisiana.

() Except as expressly provided herein to the con-
trary, the rights and obligations of the Partners shall be governed
by the Act. Except as provided in Section 2.1(b}) or 6.1(h), the
Propertieé and all other real and personal property owned by the

Partnership shall be held in the Partnership's name and not in

wl(=



the names of the individual'Parthers, and no Partner shall have
any individual ownership in such property except for its property

rights as a Partner,

2.2 XName of Partnership. The name of the Partnership is

and the business of the Partnership shall be conducted under the
name of "MTS Limited Partnership" and under such variations of
this name as the General Partner deems appropriate to comply with
the laws of each of the jurisdictions in which the Partnership

conducts business.

2.3 Place of Business. The principal office of the Partner-

ship will be located at the office of the General Partner in
Amarillo, Texas, or at such other location as may from time to

time be designated by the General Partner.

2.4 Effective Date and Term. The Partnership will be

effective from and after the date on which the certificate evi-
dencing formation of the Partnership is filed for record with the
Secretary of State of Texas (the "Effective Date") and shall
continue, subject to earlier dissolution as provided in Section 12.
or 12.2, to July 1, 1999. The business and operations of the
Partnership will not be commenced in Texas prior to the Effective
Date but will commence as soon as possible thereaftér. The
business énd operations of the Partnership will not be commenced
in other states prior to the filing therein of the certificates

or documents reguired by Section 2.5.

-11-
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2.5 Execution of Certificates. ?he Partners will axecute

such certificates and other documents as may be necessary or
appropriate to comply with the requirements for the formation and

operation of a limited partnership under the Act. The Partners

will also execute such certificates and documents, and the General

Partner will file and record such certificates and documents (in-
cluding, if the General Partner so elects, this Agreement), as
the General Partner, upon the advice of counsel of any Partner,
deems necessary or appropriate to comply with requirements of
applicable laws governing the formation, qualification and opera-
tions of a limited partnership (or a partnership in which special
partners have limited liability) in all jurisdictions where the
Partnership desires to conduct business including, if required,
designation of agents for service of process. In the event that
a Limited Partner makes an additional Capital Contribution to the
Partnership, the Partnership will, if required by law, file with
the Secretary of State of Texas {(and in any other jurisdiction
where required) an amendment to the Partnership's certificate té

reflect such additional Capital Contribution.

2.6 Fictitious Name Act, The General Partner will execute

and file in the proper offices such certificates and documents as
may be required by the fictitious name act or assumed name act or
similar law in effect in the counties, parishes and other govern-
mental jufisdictions where the Partnership desires to conduct

business.

-12=



2.7 Business of the Pérthersﬁip.’ The business of the
Partnership shall be to hold the Properties, to develop Explora-
tion, Exploratory Drilling, Development, Property Acquisition and
Partnership Acquisition Programs (as those terms are herein
defined) with respect to the Properties, to acquire additional
Properties through the Property Acquisition and Partnership
Acquisition Programs or pursuant to Section 5.3(h), to conduct
Exploration and Exploratory Drilling on the Properties, and if
oil or gas is found in paying quantities on a Property to produce,
save, and sell oil, gas and other minerals produced therefrom..
The Partnership is authorized to engage in such undertakings
anywhere in the United States, including the territorial waters

of the United States.

2.8 Power of Attorney. {a) Each Partner does irrevocably

make, constitute and appoint the General Partner and any successor
thereto permitted as provided herein, with full power of substi-
tution, as its true and lawful attorney and agent with respect to
affairs of the Partnership, with full power and authority in its
name, place and stead to execute, swear to, acknowledge, deliver,
file and record in the appropriate pubiic offices (i) this Agree-
ment and counterparts of this Agreement; (ii) all certificates
and other instruments (including counterparts thereof) which the
General Partner deems appropriate to reflect any amendment,
change or modification of the Partnership in accordance with the
terms of this Agreement; (iii) all certificates and other instru-

ments and all amendments thereto which the General Partner deems

-13-
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appropriate or necessary to’fofm;'qualify or continue the Partner-
ship in or otherwise comply with the laws of the jurisdictions
where the Partnership may do business in order to maintain the
limited liability of the Limited Partners and to comply with all
applicable laws of such jurisdictions; and (iv) all conveyances
and other instruments or documents which the General Partner
deems appropriate or necessary to reflect the dissolution, liqui-
dation and termination of the Partnership, and the distribution
of assets of the Partnership in connection therewith, pursuant to

the terms of this Agreement.

(b} The foreqoing'power of attorney is hereby declared
to be irrevocable and a power coupled with an interest, and it
‘shall survive the bankruptcy of a Limited Partner and shall
extend to such Limited Partner's successors and assigns. The
Limited Partners hereby agree to be bound by any representations
made by the General Partner and any successor thereof acting in
good faith pursuant to such power of attorney, and the Limited
Partners hereby waive any aﬁd all defenses which may be available
to contest, negate or disaffirm the action of the General Partner
and any successor thereto under such power of attorney except in

cases of gross negligence or willful or wanton misconduct.

-] G-
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PART THREE:

CAPITAL CONTRIBUTIONS AND ALLOCATIONS

3.1 Contribution of General Partner. The General Partner

hereby contributes to the Partnership the Properties owned or
held by it on July 1, 1980, and warrants that the Properties
owned or held by the General Partner as of July 1, 1980, have
been assigned or conveyed to the Partnership by special warranty
deed or conveyance as of the Effective Date and further warrants
that all such froperties shall be deemed to be contributed to the
Partnership, whether described in the deed or conveyance or not;
provided that with respect to Properties located in the State of
Louisiana, only beneficial title to the Properties has been
conveyed to the Partnership as of the Effective Date and legal
title to the Properties will be conveyed as promptly as practicable
after the Partners have agreed with respect to compliance with
applicable Louisiana law. The Partnership ackﬁowledges the
Capital Contribution of the General Partner and the Partners
agree that the value of such Capital Contribution is four hundred
sixty~two million four hundred seventy-five thousand dollars

($462,475,000).

3.2 Contribution of the Limited Partners. (a) Sequoia

Petroleum Inc. hereby contributes to the Partnership the sum of
seventy-oﬁe million one hundred fifty thousand dollars ($71,150,000)

in cash, receipt of which is acknowledged by the Partnership.

=15~



(b) Texaco Inc. hereby contributes to the Partnership
the sum of cne hundred seventy-seven million eight hundred seventy-
five thousand dollars ($177,875,000) in cash, receipt of which is

acknowledged by the Partnership.

(¢) Sequoia Petroieum Inc. agrees to make further
Capital Contributions in the aggregate sum of eight million seven,
hundred forty-two thousand eight hundred fifty-seven dollars
($8,742,857) in cash, to be used to pay the first 10/35th of IDC

incurred by the Partnership, as and when incurred.

(d) Texaco Inc. agrees to make further Capital Contri-
butions in the aggregate sum of twenty-one million eight hundred
fifty-seven thousand one hundred forty-three dollars ($21,857,143)
in cash, to be used to pay the first 25/35th of IDC incurred by

the Partnership, as and when incurred.

3.3 Additional Capital Contributions. Each Partner shall

make additional Capital Contributions pursuant to the provisions
of Section 5.2(e), 5.2(f), 5.3(b), 5.4(g}, or 11l.1(b) at such
times and in such manner as provided for in this Agreement.
However, if the General Partner is unable to contribute (either
directly to the Partnership or indirectly by making a payment on
the Partnership's behalf) in full the amount required of it by
the proviéions of any of such Sections, each Limited Partner will

be required to contribute to the Partnership under such provisions

-l1Gm



only the amount bearing the'same'ratio'to the amount whith the
General Partner does in fact contribute as such Limited Partner's
Ownership Interest bears to the General Partner's Ownership

Interest.

3.4 Allocations. For Federal income téx and all other

purposes all items of income, gain, loss, deduction or credit of
the Partnership shall be allocated among the Partners in the
ratio of their Ownership Interests except that the first
$30,600,000 of IDC as and when incurred by the Partnership shall
be allocated 10/35th to Seguoia Petroleum Inc. and 25/35th to

Texaco Inc.

3.5 Interest. No interest shall be paid to Partners on

their Capital Contributions or Capital Accounts.

PART FOUR:

DEPOSIT AND USE OF CAPITAL CONTRIBUTIONS
AND OTHER PARTNERSHIP FUNDS

4.1 Interim Investment of Partnership Funds. All Partner-

ship funds being held to pay for anticipated future Partnership
expenditures ("Reserve Funds") may, at the discretion of the
General Partner, and during the periods prior to the incurrence
of such expenditures, be loaned to Partners, be deposited, with
or without interest, in one or more bank accounts of the Partner-

ship in a bank or banks selected by the General Partner or be

-17=
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invested in highly liguid sﬂoré-ﬁgrm prime rated secﬁrities,
certificates of deposit or commercial paper. However, if funds
are loaned to any Partner, (i) the amount shall not exceed the
amount of Reserve Funds multiplied by such Partner's Ownership
Interest, (ii) the Partner shall execute a promissory note payable
on demand to evidence such loan, (iii) the note will provide for
interest at the rate of 10% per annum, (iv) each other Partner
will first be notified of such proposed loan and bé afforded the
opportunity to borrow on the same terms and conditions and (v) in
the event of a loan to more than one Partner the notes shall
require demand for repayment to be made pro rata. All Partner-
ship funds may be commingled but not with the separate funds of

the General Partner or any other entity.

4.2 Distributions. All cash representing Partnership

Income shall be distributed regularly, but not less often than
quarterly, or monthly with respect to proceeds from the sale of

preoduction, to the Partners in proportion to their Ownership

Interests.
PART FIVE:
PARTNERSHIP OPERATIONS
5.1 Programs and Budget Meetings. (a) Programs covering

Exploration, Exploratory Drilling, Development, Property Acquisi-

tions and Partnership Acgquisitions (the "Programs") will be
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formulated by the General Pértﬁef.oﬁ a;calendar year basis,
principally through the adoption of budgets at annual budget
meetings and revisions of the budgets at quarterly budget meetings
(said meetings collectively ﬁBudget Meetings" and the budgets
adopted at the Budget Meetings the "Budgets") attended by repre-
sentatives of the Partners. The General Partner may schedule and
call Budget Meetings at any time and particularly at such times

. and in such locations which coincide with regqularly scheduled
meetings held by the General Partner in the conduct of operations
in its individual capacity with its divisions. Subject to the-

_ provisions of Section 5.1(b), at all Budget Meetings the General
Partner shall disclose and display whatever data, information and
interpretations it considers reasonably necessary to support the
Exploration, Exploratory Drilling, Development, Property Acquisi-
tion and Partnership Acquisition Programs formulated by it. The
General Partner shall use its best efforts to formulate Explora-
tion, Exploratory Drilling, Development, Property Acquisition and
Partnership Acquisition Programs on a calendar year basis in

accordance with the terms of this Agreement.

(b) The Limited Partners agree to use their best efforts
(i) to keep confidential all data, information and interpretations
revealed by the General Partner to the Limited Partners at the
Budget Meetings or at any other time, and (ii) to use such data,
information or interpretations only for the purpose of evaluating

their participation or non=-participation in the Exploration,
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Exploratory Drilling, Develdpmént{ ?roperty Acquisition and
Partnership Acquisition Programs formulated by the General Partner.
The General Partner may withhold the presentation of data, infor-
mation and interpretations at the Budget Meetings if, in the
opinion of the General Partner, the revealing of such data,
information or interpretations would create a risk of impairing
the Partnership's ability to effectively compete with others
through future Exploration, Exploratory Drilling, Development,
Property Acquisition and Partnership Acquisition Programs; provided,
however, that the General Partner shall, if requested, reveal -
such data, information or interpretations te any Limited Partner
which agrees in writing, in form and substance écceptable to the
General Partner (i) to maintain the confidentiality of such data,
information and interpretations, and (ii) not to use such data,

information or interpretations in competition with the Partnership.

5.2 Exploration and Exploratory Drilling Programs and Budgets.

{a) The General Partner, in developing and presenting the Explora-
tion and Exploratory Drilling Programs, shall prepare Exploration
and Exploratory Drilling Budgets detailing all expenditures
(including the General Overhead and Administrative Expenses) fdr
the calendar year allocating such expenditures, other than the
General Overhead and Administrative Expenses, specifically to
identified Prospects, Projects or Properties. The expenditures
proposed for each Prospect, Project or Property shall be explained

and aggregated. Results and revisions of the Exploration Program
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and Exploratory Drilling Program shall be reviewed and Budget

revisions including estimated costs incurred to date shall be

made at each quarterly Budget Meeting.

(k) The Exploration and Exploratery Drilling Budgets
shall include (i) an itemization of expenditures directly associ-
ated with Exploration and Exploratory Drilling and (ii) the
allocable General Overhead and Administrative Expenses, antici-

pated to be incurred for the calendar year.

{¢) The Limited Partners shall not participate in the
preparation, management or control of the Exploration or Explora=-
tory Drilling Programs. The Limited Partners may make sugges-
tions as to Exploration or Exploratory Drilling in specific
Prospects, Projects or Properties, and shall, subject to the
provisions of Section S.i(b), have the right to consult with and
advise the General Partner with respect to Exploration and Explora-

tory Drilling.

(d) The General Partner shall use its best efforts to
prepare and present annual Exploration and Exploratery Drilling
Budgets on a calendar year basis, aggregating approximately one

hundred million dollars ($100,000,000) each year.

(e) Except as otherwise provided in Section 5.2(f),

each Partner shall participate in the Exploration and Exploratory
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Driiling Programs reflected'in,the Exploration and Ekpldratory
Drilling Budgets and, after the Capital Cohtributions made pur-
suant to Section 3.2 have been expended, shall make additional
Capital Contributions in the manner provided for in Section

5.2(i) in an amount equal to such Partner's Ownership Interest of
the costs incurred by the Partnership in implémenting such Programs.
After expenditure of the Capital Contributions made pursuant to
Section 3.2, the General Partner may make advance cash calls for
additional Capital Contributioné in accordance with the accounting

procedures referred to in Section 9.6.

(f) In the event the Budgets adopted at the annual
Budget Meeting or any revised Budgets adopted at any gquarterly
Budget Meeting for Exploratibn and Exploratory Drilling Programs
proposed by the General Partner exceed cone hundred fifty million
dollars ($150,000,000) in the aggregate, each Limited Partner
shall have the right to decline to participate in all or part of
either or both of the Exploration or Exploratory Drilling Programs
reflected in such'Budgets to the extent of expenditures in excess
of $150,000,000. 1In any such case, a Limited Partner who declines
to participate in any or all of the expenditures in excess of
$150,000,000 shall within thirty days after presentation of the
Budgets at a Budget Meeting éelect the Prospeéts, Projects or
Properties in which it does not wish to participate and shall
notify thé other Partners of its selections; provided, however, a

Limited Partner shall not be entitled to select (i) any Prospect,
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Project or Property upon which'Ekplbra£ory Drilling has been
commenced by or on behalf of the fartﬁership, or {ii) any Property
which is the last Property owned by the Partnership. The Prospects,
Projects and Properties so selected by a Limited Partner shall be
distributed, assigned and conveyed by the Partnership to the
Partners in their individual capacities in undivided interests
equal to their Ownership Interests immediately before operations '
begin thereon, whereupon such Prospects, Projects and Properties
shall no longer be assets of the Partnership. The Ekploration
and Exploratory Drilling Budgets shall be reduced in the amount
budgeted for the Prospect, Project and Properties distributed,
assigned and conveyed to the Partners including any Ceneral
Overhead and Administrative Expenses applicable thereto. Immedi-
ately after the distribution, assignment and conveyance, (i) with
respect to any Prospect, Project or Property selected by both
Limited Partners, each Limited Partner shall assign and convey

its interest in each such Prospect, Project and Property to the
General Partner in its individual capacity and (ii) with respect
to any Prospect, Project or Property selected by only one Limited
Partner, that Limited Partner will assign and convey its interest
in each such Prospect, Project and Property to the General Partner
and the other Limited Partner in their individual capacities in
undivided interests in the proportions te which the Ownership
Interest of the Partner to whom the interest is being assigned
bears to the aggregate sum of the Ownership Interests of the

Partners to whom the interests are being assigned. Thereafter,
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the Partner or Partners to ﬁho& ﬁhe Prgspect, Project or. Property
has been assigned and conveyed may conduct operations in their
individual capacities and for their own account; provided if two .
Partners hold an undivided interest, the two Partners shall
execute in theilr individual Capacities an Operating Agreement in
applicable form subjecting the Prospect, Project or Property to
the terms and conditions of the Operating Agreement unless the
Prospect, Project or Property shall already be subject to an
existing operating agreement. If operations are not begun on any
such Prospect, Project or Property within the calendar year in.
whigh the amount to be expended thereon was budgeted, the Partner
or Partners receiving such assignment, in their individual capaci-
ties, shall reassign and reconvey an undivided interest in such
Prospect, Project or Property to the other Limited Partner or
Partners in their individual capacities, equal to the undivided
interest originally assigned and conveyed by such Partner or
Partners, whereupon the Partners shall reassign all of their
interest in such Prospect, Project or Preoperty to the Partnership

as a Capital Contribution.

(g) The General Partner shall pay all rentals and

royalties for the Partnership.
(h) At any time a Partner may elect not to participate

(i) in the payment of lease rentals by the Partnership or (ii) in

the ownership of a Property, whereupon, upon notice from such
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Partner to the other Partnefs,‘the fartnership shall distribute,
assign and convey the applicable Property to the Partners in

their individual capacities in undivided interests equal to their
Ownership Interests, and suqh Property shall no longer be an

asset of the Partnership. Within thirty days thereafter, the
Partner or Partners which did not wish to participate in the
payment of the rentals or the ownership of a Property shall

assign and convey their interests in each such Property to the
Partner or Partners who wish to participate in the payment of the
rentals or the ownership of the Property in their individual
capacities in undivided interests in the proportions to which the
Ownership Interest of the Partner to whom the interest is being
assigned bears to the aggregate sum of the Ownership Interests of
the Partners to whom the Property is being.assigned. Thereafter
the Partner or Partners to whom the Property has been assigned

and conveyed may conduct operations in their individual capacities
and for their own account; provided, if two‘Fartners hold undivided
interests therein, the two Partners shall execute in their individual
capacities an Operating Agreement in applicable form subjecting

the Property to the terms aﬁd conditions of the Operating Agreement
unless the Property shall be subject to an existing coperating

agreement.
(i) The General Partner shall bill each Partner for

the Capital Contribution reguired of such Partner on account of

Exploration and Exploratory Drilling expenditures, identifying
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the Prospect, Project or Prdpeéty\tﬁ wpich each expeﬁditure
applies, and specifying items, activities, costs and allocable
General Overhead and Administrative Expenses in reasonable detail.
Billings will be made monthly. Billings, payments and accounting
for Exploration and Exploratory Drilling will otherwise conform

to the accounting procedure referred to in Sectioen 9.6.

(i} In the event that, pursuant to the provisions of
Section 5.2(£f) or (h), the Partnership distributes and assigns a
Prospect, Project or Property to the Partners, the Partners shall
be deemed to have judged such Prospect, Project or Property to be

worthless.

5.3 Property Acquisition and Partnership Acquisition Programs.

(a) The General Partner, in developing and presenting the annual
Property Acquisition and Partnership Acquisition Programs, shall
prepare a Budget in which expenditures for Property Acquisitions
and Partnership Acquisitions for the next ensuing calendar year
shall be projected. It is understood, however, that Property
Acquisitions and Partnership Acquisitions shall not be limited to

those so budgeted.

(b) Unless a Limited Partner has elected not to par-
ticipate in a Property Acquisition pursuant to the provisions of
Section 5;3(c) and subject to the limitations set forth in Sec-

tion 5.3(g) and (h), the General Partner shall sell, assign and
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convey to the Partnership at a pﬁgcﬁas? price equal to the Property
Acquisition Costs, and the Partnership shall purchase from the
General Partner, all Property Acquisitions. The General Partner
shall notify the Limited Partners of each such Property Acquisi-
tion purchased by the Partnership as hereinabove provided and of
each Partnership Acquisition and each Partner shall make additional
Capital Contributions in the manner provided for in Section 5.3(e)
in an amount eqgual to its Ownership Interest of the Property
Acquisition Costs of each such Property Acqguisition and each such

Partnership Acquisition.

(¢) A Limited Partner may elect not to participate in
any Property Acguisition and the Partnership shall not acquire
any Partnership Acquisition in any of.the following circumstances:
(i) the price to be paid the lessor or grantor exceeds $250 per
acre, (ii) the total burden (royalties, including overriding
royalties, production payments, or like paymenﬁs) on the working
interest exceeds 25%, (iii) there exists a drilling obligation or
other major extraneous expense which exceeds $2 million, or (iv)
the acquisition is on Federal onshore lands; and where any of
these circumstances apply, the General Partner shall disclose any
such Property Acquisitions to the Limited Partners on a case-~by-
case basis, and each Limited Partner shall give the other Partners
notice within 15 days from such disclosure whether or not it
elects to'participate. A failure to givé notice within the

prescribed time shall be deemed to be an election to participate.
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A Limited Partner also may elect not to participate in any Property
Acguisition and there shall be no Partnership Acquisition (unless
the Partners have elected to participate in such Partnership

Acquisition) after the aggregate of the Property Acquisition

Costs in any one calendar year exceeds twenty-five million dollars
($25,000,000). When the General Partner can reasonably estimate
that the total Property Acquisition Costs in a calendar year will
exceed $25,000,000, the General Partner shall submit a statement
to the Limited Partners indicating how much additional amounts
will be expended during such year for Property Acquisitions and
Partnership Acgquisitions, and within 30 days thereafter, éach
Limited Partner shall give notice to the other Partners as to
what part, if any, of.the additional expenditures will be partici-
pated in by the Limited Partner. With respect to ahy Property
Acquisition in which one of the Limited Partners elects not to
participate, the other Limited Partner ("Electing Partner") shall
have the right to acquire from the General Partner an undivided
interest in its individual capacity from the General Partner,

such undivided interest to be egqual to the Ownership Interest of
the Electing Partner. An Electing Partner shall upon request

from the General Partner imﬁediately reimburse the General Partner
in cash in an amount equal to the Electing Partner's Ownership
Interest of the Property Acquisition Costs of the Property Acqui-
sition. The General Partner shall thereupon assign and convey an
undivided'interest in the Property Acquisition equal to the

Electing Partner's Ownership Interest to the Electing Partner.
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Thereafter, the General Parﬁnef épd.thg Electing Parfnerlmay_
conduct operations on the Property Acguisition in their individual
capacities and for their own account; and such Partners shall
execute, in their individual capacities, an Operating Agreement

in applicable form subjecting the Property Acquisition to the

terms and conditions of the Operating Agreement unless the Property

Acquisition is subject to an existing operating agreement.

{d) The Partners recognize that some Property Acquisi—.
tions and Partnership Acquisitions will result from and be directly
associatéd with Exploration or Exploratory Drilling conducted on
the Prospects, Projects and Properties of the Partnership, and
that the Exploration or Exploratory Drilling expenditures and
General Overhead and Administrative Expenses provided for in
Section 5.2(b) will be applicable to such acguisitions in which a
Limited Partner participates, but no additional exploration,
exploratory drilling or overhead charges shall.be applied. It is
agreed thathroperty Acquisitions in which a Limited Partner
participates and Partnership Acquisitions which do not result
from and which are not directly associated with Exploration or
Exploratory Drilling will bear (i) that share of the Geqeral
Partner's reasonable, necessary and actual geological and geophy=-
sical expenses and (ii) that share of the General Partner's
General Overhead and Administrative Expenses which are directly
associated with such Property Acgquisitions or Partnership

Acgquisitions.
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(e) The General Partner shall bill each Partner for

the Capital Contribution required of such Partner on account of

the payment of Property Acquisition Costs. In the case ¢of an
acguisition resulting from and directly associated with Partner-
ship Exploration or Exploratory Drilling, the bill shall identify
the Prospects, Projects and Properties in which it is located.

In the case of acguisitions not resulting from nor directly
associated with Partnership Exploration or Exploratory Drilling
the bill will so specify. The General Partner may regquire each
Partner to make such Capital Contribution immediately upon receipt

of the billing.

(f) Property Acquisitions and Partnership Acguisitions
shall be subject to Partnership Exploration and Exploratory
Drilling for all purposes, and shall be identified in the Partner-

ship's Prospects, Projects and Properties.

(g) Notwithstanding any provision to the contrary,
with réspect to that portion of the Pecos Slope Prospect in New
Mexico which is in the Excluded Areas, the Partnership shall have
no right to acguire an interest in any additional interest acquired
by the General Partner in leaseholds in which the General Partner
held an interest on July 1, 1980; however, the Partnership shall
have the right to acquire (as a Property Acquisition) any addi-
tional leéses acquired by the General Partner covering any portion

of the Excluded Areas in the Pecos Slope Prospect in New Mexico
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not now subject to a lease in thqhvthg General Partner held an
interest on July 1, 1980 and any such acquisition shall be treated
as a Property Acquisition for the purposes of Section 5.3 except
that with regard to any Progerty Acquisition involving leases,
portions of which the Partnership does not have the right to
acquire and portions of which the Partnership does have the right
to acquire, the Partners shall establish the allocation of Property

Acquisition Costs therefor throuqh good faith negotiation.

(h) The provisions of Section 5.3 shall not apply in
the event of the General Partner's acquisition (in its individual
capacity) of the assets of or the merger with another Qil and gas
exploration and producing entity or company, although the General
Partner does hereby agree to advise the Limited Partners of any
such acguisition of assets or merger, and will consider partici-
pation therein by the Limited Partners. Section 5.3 shall apply,
however, to the Ceneral Partner's acquisition (in its individual
capacity) of the assets of or merger with any such entity or
company which is primarily ﬁ land, mineral or royalty holding
company which is not engaged in significant development of its

mineral holdings.

(i) The provisions of Section 5.3 shall not apply to
Federal o0il and gas leases acguired by the General Partner as a
result of.simultaneous filings unless the Limited Partners have
agreed with the General Partner in advance of such filings not to

compete with the Partnership in making such filings.
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5.4 Development Progrdms and Budgets. (a) The General

’

Partner, in developing and presenéing the Development Program,
shall prepare a Development Budget detailing all expenditures
jincludinq the CGeneral Overhead and Administrative Expenses
allocable thereto) for the calendar year and allocating such
expenditures, other than the General Overhead and Administrative
Expenses, specifica;ly to identified Prospects, Projects or
Properties. Results and revisions of the Developmenﬁ Program
shall be reviewed and Budget revisions, including estimated costs

incurred to date, shall be made at each quarterly Budget Meeting.

{b) The Development Budget shall include (i) an itemi-
zation of expenditures directly associated with Development and
(ii) the allocable General Overhead and Administrative Expenses

anticipated to be incurred for the calendar year.

(¢) The Limited Partners shall not pafticipate in the
preparation, management or control of the Development Programs.
The Limited Partners may make suggestions as to Development on
specific Prospects, Projects or Properties, and shall, subject to
the provisions of Section 5.1(b), have the right to consult with

and advise the General Partner with respect to Development.
{(d) The General Partner shall not undertake or parti-

cipate in'any single Development pro4ject which is reasonably

estimated to require an expenditure in excess of one hundred
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thousand dollars (le0,000.dO).bQ t£e Partnership, nor shall the
General Partner undertake or participate in the drilling, rework-
ing (where such reworking is reasonably estimated to require an
expenditure in excess of $1Q0,000.00), deepening or plugging back
of a well covered by a Development Budget, without submitting an
authority for expenditure ("AFE") to the Limited Partners for
approval with respect to each such project or well. The Limited
Partnérs shall give notice of their approval or disapproval of an
AFE within thirty (30) days after receipt of the AFE, unless a
shorter period of time is specified by the General Partner. Any
approval of an AFE for the drilling, reworking, deepening or
plugging back of a well shall include approval of all expenditures
incurred in connection‘with‘the drilling, testing, completing,
and equipping of such well including, but not limited to, the
costs and expenses of providing a drilling rig or drilling platform,
necessary lines, separators and lease tanks. Notwithstanding the
foregoing, in case of explosion, fire, flood of other sudden
emergency, whether of the same or different nature, the General
Partner may take such steps and incur such expenses as in its
opinion are required to deal with the emergency to safeguard life
and property but the General Partner, as promptly as possible,

shall report the emergency to the Limited Partners.
(e) 1f either or both of the Limited Partners disapproves

an AFE submitted by the General Partner for the drilling, reworking,

deepening or plugging back of a well and if the General Partner
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desires to and is able to'pfoc;ed‘with.the proposed éxpenditures,
then the Partnership shall immediately distribute, assign and
convey the Property or Properties upon which such well is or is
to be located to the Partners in their individual capacities in
undivided interests equal to their Ownership Interest, whereupon
such Property or Properﬁies shall no longer be an asset of the
Partnership. Thereafter the Property or Properties shall be
subject to any existing operating agreement with a third party or
parties which may be in force and effect covering such Property
or Properties, or if‘there is no existing cperating agreement,.
the General Partner and the Limited Partners, in their individual
capacities, shall execute an Operating Agreement in applicable
form covering the Property or Properties. Thereafter the Partner
or Partners which approved the AFE shall commence or participate
in the drilling, reworking, deepening or plugging back of the
well covered by the AFE and the Partner or Partners who disapproved
the AFE, with respect to the project or well covered by such AFE,
shall be deemed to be non-consenting party or parties under the
non-consent provisions of the applicable operating agreement and
such party or parties shall be subject to all penalties relating

thereto.

(£) The General Partner shall notify the Limited
Partners within a reasonable time prior to logging, testing or
coring of.any well and the Limited Partners shall, at their own

risk and subject to the provisions of Section 5.1(b), have access
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to the Properties at all reésohablé times to inspect'and observe
operations thereon and shall have.accéss at reasonable times to
infermation ‘and data obtained from‘operations hereunder and to

the General Partner's books; records and accbunts relating thereto.
Subject to the provisions of Section 5.1(b), the General Partner
shall fprnish the Limited Partners with all information reasconably
requested concerning operations hereunder which is available to
the General Partner and is necessary in connectidn with Develop~-
ment, and the General Partner shall promptly furnish the Limited
Partners with copies of drilling reports, well logs, cores,
samples, tests, geological data, engineering data, monthly pro-
duction reports, and reports and applications filed with state or
federal regulatory agencies and upon written request such other
information and data relating to Properties of the Partnership if
the same is obtained as a result of operations heréﬁhder. The
applicable costs and expense of gathering and furnishing such

information and data shall be a Partnership cost.

{g) The Parthers shall participate in each expenditure
made by the Partnership and authorized pursuant to Section 5.4(d)
by making additional Capital Contributions in the manner provided
for in Section 5.4(h) in an amount equal to the Partner's Owner-
ship Interest of such expenditure. The General Partner may make
advance cash calls for additional Capital Contributions for
Developmeht in accordance with the accounting procedures referred

to in Section 9.6.
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(h) The General Pérﬁner shall bill each Partner for
the Capital Contribution required‘of sﬁch Partner on account of
Development expenditures, identifying the Prosﬁect, Project or
Property to which each expenditure applies and specifying items,
activities, costs and allocﬁble General Overhead and Administra-
tive Expenses in reasonable detail. Billing, payments and account-
ing for Development will otherwise conform to the accounting

procedure referred te in Section 9.6.

5.5 Project Financing. The Partners recognize the need for

maximizing their flexibility in financing the developmeht of a
field or pool discovered on the Properties which contains sig-
nificant proven reserves. In order to insure that fields or
pools which are discovered on the Properties which contain signi-
ficant proven reserves are properly developed through adegquate

financing, the Partners agree as follows:

{a) At any tiﬁe a field or pool is discovered (i) on
any of the onshore Properties which is determined through industry
accepted reservoir engineering standards to contain proven reserves
in excess of 2,000,000 equivalent barrels of oil (where 6 mcf of
gas equals 1 barrel of oil), or (ii) on any of the offshore
Properties which is determined through industry accepted reservoir
engineering standards to contain proven reserves in excess of
S,OO0,00G eguivalent barrels of oil, then the General Partner

shall promptly notify the Limited Partners of this fact and the
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General Partner and the Limited Partners shall attempﬁ to develop
an acceptable plan of financing the development of the field or

pool through Partnership financing.

(b) If the General Partner and the Limited Partners
agree upeon a plan of Pértnership financing, then the General
Partner shall take all hecessary and appropriate Steps to imple-
ment the agreed plan of financing the development of the field or
pool. If the General Partner and the Limited Partners are not
able'to agree upon a plan of Partnership financing, then at the
option and request of any Partner, the Partnership shall distribute,
assign and convey to the Partners, in their individual capacities
in undivided interests equal to their Ownership Interests, all
the Properties which overlié the common reservoirs within the
limits of the field or pool which has been determined to contain
the requisite proven reserves. Thereafter the Partners shall
bpursue financing for development of the field 6r pool in their
individual_capacities and shall enter into the applicable Operating
Agreement, in their individual capacities, subjecting the Proper-
ties so distributed, assigned and conveyed to the terms and
conditions of the Operating Agreement unless the Properties are

subject to an exXisting operating agreement.
5.6 No Fee. Except as provided in this Part Five, the

General Partner shall receive no fee or other compensation for

managing the business of the Partnership.
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'PART SIX:

*

VRIGHTS, DUTIES AND OBLIGATIONS OF THE GENERAL PARTNER

6.1 Rights of General Partner. Subject to the limitations

of this Agreement, the General Partner shall have full, exclusive
and complete discretion in the management and control of the
business of the Partnership and shall make all decisidns affecting
the Partnership's business and affairs and the Exploration of,
Exploratory Drilling, Development on the Properties, Property
Acquisitions and Partnership Acquisitions. The Geﬁe:al Partner
shall have full power and authority within the scope of this
Agreement to take any action deemed by the General Partner to be
necessary or appropriate for the conduct of the business of the
Partnership, and the scope of such power and authority shall
encompass all matters in any way connected with such business or
incident thereto, including, but not limited to, the power and

authority to:

{a) Acquire and dispose of Properties; provided however
that such dispositions (i) are limited to those necessary and
incident to the General Partner's implementation of the Explora- -
tion, Exploratory Drilling, Development, Property Acquisition and
Partnership Acquisition Programs provided for in this Agreement,
(ii) cannot be made if or when any such disposition Eould impair
the contiﬁuing viability of such Programs, and (iii) except
pursuant to Section 12.3(a)(iii) will not be used primarily for

the purpose of generating cash for the Partnership;
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{b) Conduct geold@icai and geophysical investigations,

including, without limitation, seismic exploration, core drilling

and other means and methods of exploration;

(¢) Drill, equip, complete, rework, re-equip, recom-

plete, plug back, deepen, plug and abandon wells;

(d) Make or give dry hole donations or bottom-hole or
other contributions of cash or oil and gas properties to encour-
age drilling by others in the vicinity of or on Properties or to
accept dry'hole donations, bottom;hole or other contfibutions of
cash or oil and gas properties as consideration for the drilling

of a well;

(e) Farmout the Properties and enter into farm-in
arrangements as a means of obtaining Property Acquisitions or

Partnership Acquisitions;

(£) Pay all ad valorem taxes levied or assessed against
the Properties, and all severance and other taxes due in connec-

tion with Partnership operations;
(g) Purchase and establish inventories of equipment

and material reguired or expected to be required in connection

with its operations, or dispose of such material;
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(h) Hold Properties'ih'éhelname of the Paftnership, or
temporarily in the name of the General Partner as.nominee for the
Partnership if such arrangement facilitates Property Acquisitions
or Partnership Acquisitions orx the business purposes of the
Partnership. If record title to Properties is to be held perma~
nently in a name other than ﬁhat of the Partnership, the General
Partner will form a nominee entity for the sole purpose of holding
such record title and the nominee entity will engage in no other
business and will incur no other liability. Such nominee arrange-
ment will be evidenced and documented by a nominee agreement de~-
livered concurrently with the transfer of the Pfoper£y, identify-
ing the Property s¢ held and disclaiming any beneficial interest

by the nominee entity in such Property:

(1) Produce, treat, market and transport oil and gas
produced on a Property through the execution of division orders,
sales contracts or other agreements for the marketing or sale of

oil, gas or other hydrocarbons;

(j) Execute all documents or instruments of any kind
which the General Partner deems appropriate for carrying out the

purposes of this Agreement;
(k) Perform any and all other acts or activities

customary'or incident to exploration for or the development,

production and marketing of oil and gas;
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{1) Pay or cause to be paid all royalties, delay
rentals, shut-in or advance royalties and/or other payments which
are due, or that may become due, with respect to Development or

operation of the Properties;

(m) Conduct or have conducted such examinations of
title to the Properties as the General Partner deems necessary or.

advisable;

(n) Prosecute or defend in the name of the Partnership
any and all suits at law or equity and pursue all legal remedies
or such other actions as the General Partner deems necessary to
preserve and/or protect theﬂPartnership and the interest of the

Partnership in and to any and all Properties;

(o) Settle claims and lawsuits arising out of opera-
tions hereunder or in connection with the Properties as the
General Partner deems necessary or advisable so long as the
amount paid in settlement of any one claim does not exceed fifty
thousand dollars ($50,000.00) and, if settled, the sums paid in

settlement shall be a Partnership expense; and
(p)} Represent the Partnership before all governmental

bodies and/or administrative agencies in all matters which may in

any way affect or pertain to the Properties.
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6.2 Duty to Inquire. No person, firm, bank, financial

institution, or corporation dealing with the Partnership shall be
required to inguire into the authority of the General Partner to
take any action or make any decision purporting to bind the

Partnership.

6.3 Duties of the General Partner. The General Partner

shall provide exploratory and technical expertise sufficient to
implement comprehensive and expeditious Property Acquisition and
Partnership Acquisition Programs, and Exploration of, Ekploratory
Drilling on, and Development of the Properties and the officers
and management personnel of the General Partner shall devote the
same degree of care and attention to the business of the Partner-
ship that they devote to the General Partner's business activities
and shall act and operate in a diligent and prudent manner in

~accordance with industry accepted standards.

PART SEVEN:

RIGHTS AND OBLIGATIONS OF LIMITED PARTNERS

7.1 No Right to Manage. A Limited Partner cannot transact

any business for the Partnership or take part in the management

of the Partnership's affairs, and it shall have no power to
execute on behalf of or otherwise bind and commit the Partnership.
It may giﬁe consents and approvals as herein provided and exercise

the rights and powers granted to it in this Agreement, it being
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understood that the existence and exercise of such rights and
powers shall be deemed to be matters affecting the basic structure

of the Partnership and not the exercise of c¢ontrol over its

business.

7.2 Personal Liability. Except as set forth in the Act, a

Limited Partner shall not be personally liable for any debts or
losses of the Partnership beyond its obligations to make addi-

tional Capital Contributions as set forth in Section 3.3.

PART EIGHT:

LIMITATION ON TRANSFER OF PARTNERS' INTEREST

8.1 Assignment. {a) The General Partner shall not assign,

sell, transfer or otherwise dispose of any of its Partnership
interest except with the prior written consent of the other
Partners, (i) unless such assignment, sale, transfer or other
disposition is a part of a transaction invelving the merger,
conseolidation or sale of all or substantially all of the assets
of the General Partner, including its interest in the Partnership
(with the transferee or transferees, if permitted by the Act,
becoming the general partner or general partners of the Partner-
ship), but without releasing the General Partner from its duties
and obligations under this Agreement unless either (x) the timited
Partners égree thereto in writing or (y) the net worth of the
transferee, or aggregate net worth of the transferees, immedi-

ately following the transfer or transfers is at least equal to
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the lesser of the General Péftﬁef'é net worth at October 1, 1980
or at the date of the first such £ran;fer or transfers (as such
net worth i1s reflected in the most recent audited financial
statements), or (ii) unlessAsuch assignment, sale, transfer or

other disposition is for the purpose of securing a creditor of

the General Partner.

(b) A Limited Partner or the transferee of é Limited Partner
may transfer to an Affiliate of such Limited Partner all of its
Partnership interest, or any portion thereof but without releasing
such Limited Partner or other transferor from its duties and
obligations under this Agreement unless (v) the other Partners
agree thereto in writing or (w) the net worth of the transferee
or aggregate net worth of the transferees, immediately following
the transfer, is at least equal to the lesser of such Limited
Partner's or other transferor's net worth at October 1, 1980 or
~at the date of the first such transfer or transfers (as such net
worth is reflected in the most recent audited financial statements
and provided that, in the case of a transfer by Sequoia Petroleum
Inc., its net worth shall be the consolidated net worth of Sequoia
Petroleum Inc. and that of Segquoia Ventures Inc., a Delaware
corporation and Sequoia Petroleum Inc.'s sole shareholder, for
purposes of testing the transferee's net worth), provided (i) that
the transferee executes an instrument reasonably satisfactory to
the Gener&l Partner accepting and adopting the provisions, repre-

sentations and agreements of a Limited Partner set forth in this
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Agreement; and (ii} that the General Partner shall be satisfied
that, after consultation with counsel such transfer would not
result in the close of the Partnership's taxable year with respect
to all Partners, in the termination of the Parthership within the
meaning of Section 708(b) of the Code, in the termination of its
status as a partnership under the Code or such transfer would not
cause the Partnership or the General Partner to be in wviolation

of any applicable state or federal securities law. Such transferee
shall not have the right to become a substitute Limited Partner
unless (x) the other Partners consent to such substitution, which
consent may be given or withheld in the other Partners' sole
discretion; and {y) such transferee executes an instrument reason-
ably satisfactory to the General Partner accepting the terms and
provisions of this Agreement and pays any reasonable expenses in
connection with his admission as a Limited Partner (including

legal and accounting expenses). Notwithstanding anything herein
to the contrary, no assignment of less than all of a Limited
Partner's Partnership interest to any person, whether by such
Limited Partner {the."Assignor Limited Partner”) or by an Affiliate
of such Assignor Limited Partner shall be effective for any
purpose until the assignor,.the assignee, the Assignor Limited
Partner (if it is then a Partner), and any successors to any part
of the Assi&nor Limited Partner's Partnership interest have
executed and delivered to the General Partner a written statement
authorizihg a single individual or entity (the "Partner Representa-

tive"), who shall sign such statement as evidence of his or its
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acceptance of such authoritf, éo'gct fPr and on behalf of all

such parties in connection with any Partnership matter, including
without limitation the giving of conseﬁts and receipt of distribu-
tions, infeormation and notiqes, and prescribing a procedure
reasonably acceptable to the General Partner for the selection of
a successor to such Partner Representative (or such Representative's
successor or successors) in the event of such Representative's

(or a successor's) failure, refusal or inability to act in such
capacity, or in the event the Partner Representative's appointment
as such is revoked. In the event the Assignor Limited Partner.
and/or its successors or assignees fail or refuse timely to
implement such procedures for selecting a successor to such
Partner Representative, the General Partner shall appoint a
temporary successor, of whose identity the Assignor Limited
Partner and/or its successors and assigns shall promptly be
notified, to act as the Partner Representative until the Assignor
Limited .Partner and/or its successors and assiéns select a successor
Partner Representative. The General Partner shall be entitled to
deal with the Partner Representative in all respects as if such
Representative owned for its own account the Partnership interests
of the Assignor Limited Partner, its successors and assigns. The
term "transfer", when used in this Agreement with respect to a
Partnership interest, includes a sale, assignment, gift or any
other disposition. No Limited Partner or transferee of a Limited
Partner méy transfer any part of its Partnership interest to any
person other than an Affiliate of such Limited Partner without

the other Partners' prior written consent.
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(c) If a Partner ("Deﬁtér Paftnér") wishes to use .its
interest in a Property to secure a debt, the General Partner
will, upon written request of the Debtor Partner, execute such
documents as the Debtor Partner might reasonably request to
create a lien on such Partner's Ownership Interest in such Property:
provided such debt is non-recourse to the Partnership and the
other Partners and such documents acknowledge that, prior to
foreclosure, the creditor will give notice of anticipated fore~
closure to the Partnership and will permit a distribution of
undivided interests in the Property which is subject to the lien
to the Partners. The Partnership will, upon receipt of such
notice of anticipated foreclosure, distribute such Property in
undivided interests equal to each Partner's Ownership Interest
with the undivided interest subject to the lien being distributed
to the Debtor Partner. Any:distributions to such creditor shall
be treated as distributions to the Debtor Partner. The Partners
may conduct operations on a Property distributéd pursuant to this
Section 8.1(¢) in their individual capacities and for their own
éccount; and such Partners shall execute, in their individual
capacities, an Operating Agreement in applicable form subjecting
the Property to the terms and conditions of the Operating Agree-
ment unless the Property is subject to an existing operating

agreement.

(d)' Any purported assignment, sale, transfer or other

disposition of an interest other than in the manner hereinabove
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provided shall be void and reed hot be recognized by the.

.

Partnership.

8.2 Judicial Seizure. In the event of any judicial seizure

or sale of a Partner's interest in the Partnership by a c¢reditor
of such Partner, such seizure or sale shall not relieve such
Partner of any obligations hereunder, and the party acquiring
such interest shall not thereby become a Partner and shall not
have any rights herein conferred upon a Partner, except that such
party shall be treated as an assignee of such interest and shall
be entitled %o .receive any distributions made by the Partnership

with respect to such interest.

PART NINE:

ACCOUNTING PROCEDURES AND REPORTS

9.1 Fiscal Year. The fiscal year of the Partnership shall

be the calendar year.

9.2 Records. The General Partner shall maintain complete
and accurate records and accounts of all Partnership income and
expenditures and of the acquisition, ownership and disposition of
all Properties and other assets. Such records shall be available
for inspection by each Limited Partner or its duly authorized
representétives, at the expense of such Limited Partner, during

normal business hours at the principal office of the Partnership.
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The General Partner shall eétablisﬂ and update (with‘a copy to be
provided teo the Limited Partners) a re;ords retention program,
provided that all records will be required to be retained for a
period of six years from the date of the making or receipt thereof,
unless a Limited Partner reéuests that such records be maintained
for a longer period, or such records are required to be kept for
~a longer period un@er applicable laws (including taxing statutes),

regulations or judicial orders.

9.3 Audit. A Limited Partner shall have the right at its
own expense at all times during normal business hours and upon
reasonable notice to conduct its own audit and examination of the
boocks and records of the Partnership as provided in and subject
to the limitations of paragraph 5 of Section 1 of the appropriate

accounting procedure referred to in Section 9.6.

9.4 Reports. Subject to the provisions éf Section 5.1(b),
the General Partner shall report in writing and in reasonable
detail to the Limited Partners on the affairs of the Partnership,
as often as is reasonably reguired to keep the Limited Partners
informed as to the affairs of the Partnership, or whenever a
Limited Partner reasonably requests the General Partner so to do.
In addition, the Ceneral Partner shall furnish such financial
data on a timely basis and in such detail as a Limited Partner

shall reaéonably request.

-l O



n -

9.5 Method of Accountind. 'The Partnership shall keep its

books of account and records on an accrual basis.

9.6 Accounting Procedure. The accounting procedures for
the Partnership will conform to the appropriate accounting pro-
cedures set forth in Exhibit C to the Operating Agreements;

provided that if th%,terms of the accounting procedure are incon-‘
sistent with the t;rms of this Agreement, the terms of this
Agreement will control. General Overhead and Administrative
Expense as defined in Section 1.2 shall be charged to the Partners
to the extent that the General Overhead and Administrative Expense

exceeds the charges to the Partners made pursuant to Article III

of Exhibit C to the Operating Agreement.

PART TEN:

TAX RETURNS AND ELECTIONS

10.1 Tax Returns. The General Partner shall cause the

Partnership to elect the calendar year as its taxable year and
will timely file all Partnership income tax returns to be filed

in the jurisdictions in which such filing is required. The

General Partner shall use its best efforts in preparing and

filing said returns and making appropriate elections on a timely
basis and shall incur no liability to the Limited Partners with
respect to such returns and elections except for penalties incurred

as a result of late filing or non-filing of returns which would
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have been avoided by the exercise of due care. The General
Partner shall submit copies of all tax returns together with
copies of the appropriate Partnership financial statements to the
Limited Partners in sufficient time to permit consultation and

advice prior to filing.

10.2 Elections. The General Partner shall cause the

Partnership:

{(a) To elect to adopt the accrual method of accounting

for income tax purposes;

(b) To elect, in accordance with Section 263(c¢) of the

Code, to expense all IDC;

(¢} To elect to compute the allowance for depreciation
under the most accelerated tax depreciation meﬁhod and using the
shortest life authorized by law with respect to all depreciable
assets (consistent with claiming the maximum amount of investment

tax credit); and

(d) To make such other elections as may be agreed to

by the Partners.
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PART ELEVEN:

CONTRIBUTION AND INDEMNITY

11.1 Indemnification by Partnership. (a) The Partnership

does hereby indemnify and save and hold harmless each of the
Partners from and against all claims, causes of action, liabilities,
payments, obligatipns; expenses, including'without.limitation
reasonable fees and disbursements of counsel, or losses (herein-
after referred to as a "Liability") arising out of a Partnership
activity or undertaking. Without limiting the generality of the
foregoing, a Liability shall be deemed to arise out of a Partner-
ship activity or undertaking if it arises out of or is based upon
the conduct of the business of the Partnership. The foregoing
shall not inure to the benefit of any Partner in respect of any
Liability which (i) arises out of or is based upon the gross
negligence or willful misconduct of any such Partner or (ii)
results from any action by such Partner in violation ¢f any
provision of Section 13.1, or (iii) is a tax, levy or similar
imposition or government charge not imposed upon the Partnership
or upon Partnership property. The foregoing indemnity shall
apply only to a Liability to the extent that it is uninsured by

the Partnership or by a party entitled to indemnification.
{b) At such time as the Partnership is required to

indemnify a Partner, upon regquest of the General Partner, each

Partner shall make an additional Capital Contribution to the
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Partnership in an amount equal to the Partner's Ownership Interest

of the amount regquired to satisfy the obligations of the Partner-

ship as set out in Section 1ll.1(a).

PART TWELVE:

DISSOLUTION, LIQUIDATION AND TERMINATION OF PARINERSHIP

12.1 Dissolution., The Partnership shall dissolve upon the

occurrence of any of the following events:

(a) The expiration of the term of, the Partnership as

set forth in Section 2.4&;

(b) Any Partner is adjudicated a bankrupt or insolvent
and, if such adjudication is involuntary, it is not vacated

within ninety (90) days;

(¢) Any proceeding is commenced by or against any
Partner seeking relief under any bankruptcy or insolvency law,
including, without limitation, a reorganization, arrangement,
readjustment of debt, receivership, trusteeship or liguidation,
and, if such proceeding is involuntary, it remains undismissed
for ninety (90) days; or any Partner, by action or answer, approves
of, consents to, or acquiesces in such proceeding or admits the
material allegations of or defaults in answering a petition filed

in such proceeding;
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(d) A trustee, réce}vér<or liquidator is appointed
with or without a Partner's conseﬁt f&r all or any substantial
part of the property of such Partner (whether or not including
such Partner's interest in the Partnership), and if without such
Partner's consent, such appointment is not discharged within

ninety (90) days;

(e) Any Partner admits in writing its inability to pay

its debts as they mature;

{(£) Any Partner makes a general assignment for the

benefit of creditors;

(g) Any part of the interest of any Partner in the
Partnership is seized by a creditor of such Partner, and the same
is not released from seizure or bonded out within ninety (90)

days from the date of notice or seizure; or
. (h) All properties have been distributed, assigned and
conveyed to one or more of the Partners, surrendered or otherwise

disposed of by the Partnership.

12.2 Optional Dissolution. (a) The Partnership may be

dissolved at the option of a Limited Partner upon notice to the
other Partners within 90 days after the occurrence of any of the

following events:
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(i) The merger or consolidation of the General
Partner with or into another corporation or business entity or
the sale of all or substantially all of the assets of the General
Partner to another corpeoration or business entity unless (1) the
General Partner is the surviving entity or (2) if the General
Partner is not the surviving entity, T. B. Pickens, Jr. becomes

the Chief Executive Officer or Chief Operating Officer of the

surviving or purchasing entity;

(ii) The sale or other disposition of the General
Partner's interest in the Partnership to more than one corporation

or business entity; or

(iii) If at any time or for any reason T. B. Pickens,
Jr. is no longer Chief Executive Officer of the General Partner
or Chief Executive Officer or Chief Operating Officer of a surviving

or purchasing entity referred to in Section 12.2(a)(i).

(b) At the optioﬁ of any non-breaching Partner, upon
notice to the other Partners within 90 days after receipt of
actual notice by such non-breaching Partner of such attempted
transfer, the Partnership may be dissolved if any Partner attempts
to transfer any of its interest in the Partnership except as

permitted by this Agreement.
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{c) At the optioﬁ of ény Partner, upon notice to the

other Partners, the Partnership may be dissolved at any time on

or after July 1, 1986.

(d) At the option of any non-defaulting Partner, upon
notice given to the othér Partners within 90 days after receipt
of actual notice of the occurrence of such an event, if the
breach continues or the failure has not been cured, the Partner-
ship may be dissolved as a result of the material breach by a
Partner of any provision of Secticn 13.1 or the failure to make
any Capital Contribution required of a Partner pursuant to

Section 3.3.

12.3 Action on Dissolution. (a) Upon the dissolution of

the Partnership, the assets of the Partnership shall be applied

or distributed as follows:

(i) all of the Partnership's debts and liabilities to

persons other than the Partners shall be paid and discharged;

(ii) all of the Partnership's debts and liabilities to

the Partners shall be paid and discharged;

(iii) in connection with the satisfaction of the Part-
nership's'debts and liabilities or otherwise, the General Partner
may, but shall not be required to, sell all or any portion of the

Property or other Partnership assets; and
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(iv) the assets of the'EartqerShip remaining after
satisfaction of all debts and liabilities of the Partnership as
provided in paragraphs (i) and {(ii) hereocf shall be distributed
to the Partners first in amounts necessary to place their Capital
Accounts in proportion to their Ownership Interest (using for
this purpose cash to the extent available), then to the extent
and in prdportion to each Partner's Capital Account and finally
in proportion to their Ownership Interest; provided, however,
that if at such time the Capital Account balances of the Partners
are not in'proporﬁion to their Ownership Interests, each Partner
may contribute cash to the Partnership in an amount and to the
extent necessary to bfing the respective Capital Account balances

into propertion to the Ownership Interests.

(b) Properties distributed in kind to the Partners
hereunder shall be distributed, assigned and conveyed by the
Partnership to the Partners in their individual capacities,
whereupon such Properties shall no longer be assets of the Part-
nership. At the time such Properties are distributed, assigned
and conveyed, the Partners in their individual capacities shall
execute an Operating Agreement in applicable form unless the

Properties are subject to an existing operating agreement.

12.4 Areas of Mutual Interest. Immediately after the
Properties have been distributed pursuant to Section 12.3, the

Partners will meet and establish areas of mutual interest in the
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vicinity of such Properties.” The term, size and configuration of
each such area of mutual interest, and the extent to which each
Partner can acquire interests in the oil and gas leasehold acqui-

sitions of the other, will be negotiated in good faith.

PART THIRTEEN:

GENERAL PROVISIONS

13.1 Nondelegation. (a) Except as expressly provided for

in this Agreement, no Partner may, without the prior written

authorization of the other Partners:

(i) Borrow money in the Partnership's name or
utilize Property as security for any loans, obligate the
Partnership as guarantor, endorser, surety or accommodation

party, or otherwise pledge the credit of the Partnership in

any way;

(ii) Mortgage or agree to mortgage any Property;

(iidi) Assign,.transfer, pledge, compromise or
release any of the claims of or debts due the Partnership

except on payment in full;

(iv) Arbitrate or consent to the arbitration or

confess a judgment against the Partnership-or settle
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litigation of any of the diéputes or controversies of the

L]

Partnership;

(v) Cause the Partnership to engage in any trans-
action not authorized herein, or madke any commitment on
behalf of the.?artnership not authorized herein, or do any
act which would make it impossible to carry on the ordinary

business of the Partnership; or
(vi) Admit another person as a Partner.
(b) Any attempted action in contravention of this
Section 13.1 shall be null and void and shall not bind the Partner-

ship unless ratified or authorized by all Partners.

13.2 No Restrictions. The Partners acknowledge that each

Partner is engaging or may in the future engagé in the business

of exploring for, drilling for, developing and producing, marketing
and transporting oil and gas in the United States, which activities
may be in direct competition with the Partnership.' Subject only

to the Limited Partners' obligations provided for in Section 5.1(b)
or any confidentiality or nbn—compete agreement executed as
provided therein and the obligation of the General Partner to

sell Property Acguisitions to the Partnership pursuant to Sec-

tion 5.3(b) nothing contained in this Agreement shall be construed

80 as to prohibit any Partner from owning, operating or investing
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in any business of any nature and description independently or
with others, regardless of whether such business is in competition

with the Partnership.

13.3 Public Disclosures. The General Partner, prior to

making any public disclosure of the Partnership's activities,
shall advise the Limited Partners of the content bf'such disclo=-
sures. If.any Partner deems it necessary or desirable to have
the Partnership release or disclose any information concerning
the business of the Partnership it shall request the General
Partner to publicly disclose such information and if the General

Partner fails to do s¢ the Limited Partner may do so.

13.4 Additional Documents and Acts; Insurance. (a) In

connection with this Agreement, as well as all transactions
contemplated by this Agreement, each Partner agrees to execute
and deliver all such additional documents and instruments and to
perform such additional acts as may be necessary or appropriate
to effectuate and perform all of the terms, provisions and condi-

tions of this Agreement and all such transactions.

(b) The Partnership through the General Partner shall
develop a program of insurance which, in the opinion of the
General Partner, will be adequate to protect the interests of the

Partners and at the same time be economical and nonduplicative.
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13.5 Notices. All noﬁicés} ;greements, consents, and
requests must be in writing, may be given by certified mail, by
prepaid telegram or telex, or by delivery in person to the Partner
to whom addressed, and shall be deemed to have been given only
when received by the party to whom directed. Alllnotices'mailed
or teiégramméd shall beiaddressed in each case ﬁo thé.address set
forth below, or to such other address as any of the FPartners

shall theretofore have designated in writing to the others in the

manner provided herein for giving notice:

If to the General Partner:

Mesa Petroleum Co,

P. ©O. Box 2009

Amarillo, Texas 79188

Attention: J. K. Larsen, Executive Vice President
If to the Limited Partners:

Sequoia Petroleum Inc.

50 Beale Street

San Francisco, California 94105

Attention: S§. V. White, President

Texaco Inc¢.

P. O. Box 52332

Houston, Texas 77052

Attention: R. R. McCall, Vice President

13.6 Waiver. No consent or waiver, express or implied, by
any Partner to or of any breach or default by any other Partner
in the performance by that other Partner of its obligations here-
under shall be deemed or construed to be a consent or walver to

or of any other breach or default in the performance by such
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Partner of the same or any ther'obligations of such Partner
* L1

hersunder.

13.7 Severability. If any provision of this Agreement or

the application thereof to any party or circumstances shall be
invalid or unenforceable to any extent,‘the reﬁain&e%‘ofﬂthis
Agreement and the application of such provision to other parties
or circumstances shall not be affected thereby and shall be

enforced to the greatest extent permitted by law.

13.8 Applicable Laws. The validity, interpretation and

performance of this Agreement shall be governed by the laws of

the State of Texas.

13.9 Binding Agreement. This Agreement shall inure to the

benefit of and be binding upon the Partners and, subject to the

provisions hereof, their respective successors and assigns.

13.10 Counterparts. This Agreement may be executed in any

number of counterparts, each of which when fully executed shall
be deemed an original but all of which shall constitute but one

Agreement.,

13.11 Entireties. This Agreement contains the entire

agreement between the Partners pertaining to the formation and
operation of the'Partnership, and supersedes all prior and con-

temporaneous written and oral agreements between them in connection
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with the Partnership. No am%ndmént of, addition to, or modifica-
tion of all or any part of this Agreement shall be of any force

or effect unless in writing and signed by all Fartners.

IN WITNESS WHEREOF, this Agreement has been executed as

of the day and year first above written.

MESA PETROLEUM CO.

By

WITNESS

WITNESS

THE STATE OF TEXAS §

§
COUNTY OF HARRIS §

SUBSCRIBED AND SWORN TO BEFORE ME, the undersigned
authority, by , as
of Mesa Petroleum Co., a Delaware corporation, this day
of October, 1980.

Notary Public in and for
Harris County, Texas
My commission expires:

TEXACQO INC.

By

WITNESS

WITNESS
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THE STATE OF TEXAS § T

§
COUNTY OF HARRIS §

SUBSCRIBED AND SWORN TO BEFCRE ME, the undersigned
authority, by . ' , @as

of Texaco Inc., a Delaware corporation, this day of
Cctober, 1980.

Notary Public in and for
Harris County, Texas
My commission expires:

SEQUOIA PETROLEUM INC.

By

WITNESS

WITNESS

THE STATE OF TEXAS §

§
COUNTY OF HARRIS §

SUBSCRIBED TO AND SWORN TO BEFORE ME, the undersigned
authority, by , as
of Sequoia Petroleum Inc., a Delaware corporation, this
day of October, 1980,

Notary Public in and for
Harris County, Texas
My commission expires:
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Enablin$§ Agreement

L]

The undersigned Sequdia Ventures Inc., in consideration of
Mesa Petroleum Co. and Texaco Inc. enteriﬁg into the within
Partnership Agreement with its wholly owned subsidiafy, Seguoia
Petroleum Inc., does hereby agree for the benefit of Mesa Petroleum
Co. and Texaco Inc. to take any action that may be appropriate,
including specifically the loan or the providing of funds to
Sequoia Petroleum Inc. to enable Sequoia Petroleum Inc. to make
all Capital Contributions required of Sequoia Petroleum Inc. and
to cause and enable Seqﬁoia Petroleum Inc. to perform each and
every obligation required of Sequoia Petroleum Inc. to be performed

and otherwise to meet its liabilities under the Partnership

Agreement..

DATED:
SEQUOIA VENTURES INC.
By

MTS:01:A
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