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STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

TONEY ANAYA
GOVERNOR

June 11, 1985

Mobil Producing Texas and New Mexico Inc.
P. 0. Box 633 ~
Midland, Tx 79702

Attention: G. E. Tate

RE: Bridges State Waterflood
Vacuum Field
Lea County, New Mexico

Dear Mr. Tate:

50 YyEARS

1935 - 1985

POST OFFICE BOX 208
STATE LAND OFFICE BLALDING
BANTA FE NEW MEXCD 87501

1S035) 827-5000

Pursuant to your request letter of May 15, 1985, the injection pressure is hereby
increased to 900 psi on the Bridges State Wells Nos. 185, 186, 187, and 188, as

it is within the pressure limitation of .2 psi/feet of depth.

Sincerely,

/A

Larry Brooks
Geologist

cc: R. L. Stamets
bhs --—

_Aase file 7366 >

Attachements: 1
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Mobil Producing Texas & New Mexico Inc.

Energy & Minerals Department

New Mexico 0il Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 87501

" Attn: Mr, R. L; Stamets
Director

Dear Mr. Stamets:

Mobil Producing TX. & N.M. Inc., respectfully requests an amendment to
Order No. R-7361 to increase injection pressure at the wellhead to 900 psi.
This amendment would affect Bridges State Wells No. 185, 186, 187, and 138.

This request was verbally approved by Jerry Sexton, Supervisor, District I,
on May 15, 1985. This increase in injection pressure at the wellhead is
consistent with .2 psi per foot of dept
the Grayburg-San Andres at approximately,
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May 15, 1985

P.O. BOX 833
MIDLAND, TEXAS 79702
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AMENDMENT OF ORDER NO. R-7361

BRIDGES STATE WATERFLOOD
VACUUM FIELD
LEA COUNTY, NEW MEXICO

We would appreciaie your early attention on this request.

JMYeager: je

Yours very truly,

G. E. Tate
Env. & Reg. Manager

e wells are injecting into
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Mobil Producing Texas & New Mexico Inc.

May 15, 1985

PO BOX 833
MIDLAND. TEXAS 79702

Energy & Minerals Department

New Mexico 0il Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 87501

Attn: Mr. R. L. Stamets ' i

Director ! ;

. S -g-

7.01 ' ;

AMENDMENT OF ORDER NO. R-7361 |

BRIDGES STATE WATERFLOOD ‘

VACUUM FIELD !

LEA COUNTY, NEW MEXICO %

Dear Mr. Stamets: :

Mobil Producing TX. & N.M. Inc., respectfully requests an amendment to
Order No. R-7361 to increase injection pressure at the wellhead to 900 psi.
This amendment would affect Bridges State Wells No. 185, 186, 187, and 188.

e e s T

This request was verbally approved by Jerry Sexton, Supervisor, District I,
on May 15, 1985. This increase in injection pressure at the wellhead is
consistent with .2 psi per foot of depth, as these wells are injecting into
the Grayburg-San Andres at approximately 4500 feet.

We would appreciate your early attention on this request.

Yours very truly,

G. E. Tate
Env. & Reg. Manager

JMYeager: je
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Mobil Producing Texas & New Mexico inc.

May 15, 1985

PO 80X 633
MIDLARD. YEXAS 19702

Energy & Minerals Department

New Mexico Qi1 Conservation Division
P. 0. Box 2088 -

Santa Fe, New Mexico 87501

Attn: Mr. R. L. Stamets
Director

7.01

AMENOMENT OF ORDER NO. R-7361
BRIDGES STATE WATERFLOOD
VACUUM FIELD

LEA COUNTY, NEW MEXICO

Dear Mr. Stamets:

j Mobil Producing TX. & N.M. Inc., respectfully requests an amendment to
i Order No. R-7361 to increase injection pressure at the wellhead to 900 psi.
This amendment would affect Bridges State Wells No. 185, 186, 187, and 188.

This request was verbally aparoved by Jerry Sexton, Supervisor, District I,
on May 15, 1985. This increase in injection pressure at the wellhead is
consistent with .2 psi per foot of depth, as these wells are injecting into
the Grayburg-San Andres at approximately 4500 feet.

We would appreciate your early attention on this request.

Yours very truly,

G. E. Tate
Env. & Reg. Manager
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2 STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
3 OIL CONSERVATION DIVISION
‘ STATE LAND OFFICE BLDG.
4 SANTA FE, NEW MEXICO |
s 7 October 1981
p EXAMINER HEARING
7 IN THE MATTER OF:
8 Application of Read & Stevens,
; Inc., for compulsory pooling, CASE
9 Eady County, New Mexico. . 7366
10
: 1
i 2
;
(T 13 | BEFORE: Daniel §. Mutter
14
i 15 : TRANSCRIPT OF HEARING
16
:
17 APPEARANCES
; 18
: For the 0il Cons=rvation W. Perry Pearce, Esqg.
: 19 Division: Legal Counsel to the Division
20 State Land Office Bldg.
Santa Fe, New Mexico 87501
£ 21
n For the Applicant: James T, Jennings, Esq.
JEMNINCE & CERIDTY
3 Roswell, New Mexico 07 :°
24
25
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RANDALL FORT
Direct Examination by Mr. Jennings

Cross Examination by Mr. Nutter

DAVID HARLE
Direct Examination by Mr. Jennings

Cross Examination by Mr. Nutter

EXHIBITS

Applicant Exhibit One, Plat

Applicant Exhibit Two, Plat & List
Applicant BExhibit Three, AFE

Applicant Exhibit Four. Operating Agreement
Applicant Exhibit Five, Return cards

Applicant Exhibit Six, Map

12

13

1?7

24

14




o~

w o ~2 & U A W

10

1

e

14

16

17

18
19

21

22

O

25

3
MR. NUTTER: Call next Case 7366.
MR. PEARCL: Application of Read and
Stevens, Inc., for compulsory pooling, Eddy County, New

Mexico.

MR. JENNINGS: James T. Jennings of
Jennings and Christy, appearing on behalf of the applicant,
and I'll have two witnesses, Mr. Randall TFGit and Mr. Da#id

Harle.

>

(Witnesses sworn.)

RANDALL FORT
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. JENNINGS:
Q Would you state your name, cceoupation,
and place of residence, please, sir?
A Randall Fort. I'm a land representativ4
cf ®nead and Stevens in Roswell, New Mexico.
Q Mr. Fort, how long have you been employ4d

by Read and Stevens?

A, Eight months.
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Q Are you familiar with the application
that has been filed by Read and Stevens in connection with
Case Number 73662

Ao Yes, sir.

Q | Will you just briefly tell us the pur-
pose of this application?

A It seeks to force pocl some outstanding
parties who will be under this drilling unit, which is the

west half of 19, 23 South, 28 East, in Eddy County.

e} That has been dedicated to the precposed
well?
A Right. .
Q What's the location of the well and

its projected depth?
A The well will be located 2310 from the
north line and 1947 féet from the west line of Section 19.

Depth is approximately 12,900 feet.

Q Is that an oxthodox location?

A Yes, sir. .

Q Please refer to, what has been marked
Exhibkit A 5nd jusi briefly teli us what that is.

A Okay, ==

0. Qr Exhibit One, I'm sorry.

A Exnibit One. That's just a large scale
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2 map of the area with outlined in red the west half of 19,

3 and our little force pooled block up there is in yellow.

4 That's a 4.94-acre tract in yellow, and we're seeking to

s force pool 2 acres out of that.

6 Q Again, Mr. Fort, would you refer to what

7 | has been marked as Exhibit Two, and it is in two parts, and

8 | First +e11 what the first sheet is and then the second pages.

9 A Okay, that first one is just another

10 plat of Section 19 showing the west half there. These are

n Malaga tracts, they're referred to down there. They were

n cut up as lots.

) R Q Basically five acre lots?

4 A Right, pretty much. As you can see, our
?w 15 one we're concerned with, Tract 383, is 4.94 acres, so they'r#
iéf ¥ pretty much all just divided lots, but except the south half
é» " of the southwest quarter, which is approximately 80 acres,
81 9. -
%’ v Q All right. Now refer to the next part

20 of that exhibit and briefly --

21 A Okay. Right, this is just a listing

2 of all the leasehold owners and the landowners, the mineral

2 owners, and the people who hold the leases, the lessees.

24 Approximately 40 mineral owners and about ten working in-

5 teract mumers, J
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2 Q Do you or the other members -~ or the

3 other non-operators under the operating agreement have all

4 of the acreage leased except the tract which is outlined in

S yellow?

6 A Yes, sir. Yes, sir.

7 Q What efforts have you made, Mr. PFort,

’i" lréawéﬁﬁain leases from these parties in question? First of

9 all, you might name the parties.

10 A Okay. We're dealing with four differeant
11 parties here we've not beenrable to get to do anything, neither
n lease nor sell nor join us.

13 They're all heirs of one lady, Miss

14 Ella Mae Aldridge, and a broker, independent broker, started
15 working on this to begin with and I've got a list of his

16 le;;ers here where he started writing letters to them trying
17 to get them to lease.éi to sell.

18 Q Oover how long a period has this been

19 going on?

20 A He started back in -~ well, my letters
21 go from April of '81, just my most recent letters, and he

» started bSack in +he latter part of 19 -~ 1980, October,

2 November of 1980, writing to all the heirs.

4 He got all of them leased except these
25 l four people. ,J
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7
Q And would you please name those ?
A Okay. Imogene Tappana, is one lady.
Thelma -~
Q Does she refuse to lease?
A Rignt. I have a letter here -~
Q That's all right.
A Okay. Thelma Edwards, same thing. She

just refused to lease.

Belle Aamunds. We have not been able to
lncate. The gentlemén wvho was trying to locate here, I have
a letter here from him just specifying what he did to locate
her, and wrote letters to her last address and called the
Chambér of Commerce and just simply can't locate her; talked
to some of the other heirs =nd they dontt know what happened
to her.

And then last is our Cancer Hospital in
Columbia, Missouri. We've written themseveral times. Their
situation is a little different.

Their Board doesn't meet until after
the first of the year and they can't ~- they won't give us
a iease or do anvthing until the Board meets to discuss it,
and that will be, like, say, in 1982 when they -~- when they

meet.

o

All right. Have the parties whose
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2 addresses you have, namely, the Cancer Hospital, Thelma
3 Edwards, and Imogene Tappana, been notified of this hearing
4 by certified mail?
S A Yes, sir, ves, sir.
6 Q Mr. Fort, have ynu =-- have you prepared
T | an AFE for this well?
8 A Yes, sir.
’ Q Would you refer, to Exhibit Three and
0 | gee if that is the AFE? .

§ n A Right, Exhibit Three is the AFE, the
12

revised estimate that's been sent out to all the working

interest owners.

©

14 Q Would you generally state what it shows
é 15 the cost of drilling a well if it's successful or if it's

16 a dry hole?

A Okay, a producer is estimated to cost

18 | ¢5 023,000; a dry hole is $1,600,000.

i 19 Q Is this, in your opinion, a reasonable
? % cost for a well to this depth in this area?
| zn A Yes, sir.
22 ’ 0 '~ What are the proposed objectives in this
3 well?
24 A Looking for the Morrow, Strawn, and
2 Atoka. I believs there's three different objectives, 4J
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Q And 1 believe that these formations are
productive in the general area?

A Yes, sir.

Q Please refer to what -~ oh, when do you
propose to commence this?

A November 20th is the sacheduled spud
date.

Q Please refer to what has been marked as
Exhibit Four and tell the Examiner what this is.

A Okay. Number Four is our -- just a

standard AAPL Form 610, 1977, operating agreement, with the
accounting procedures attached, as well as the other exhibits
on gas balancing, et cetera.

Q Has this, or will it be executed by all
the operators?

A It has been at this time.

0 Who is going to be the operator under

the provisions of the operating agreement?

A RPead and Stevens will be the operator.
Q And does this provide for a test well?
A Yes, sir.

0. That's the well that you mentioned a
minute ago?

A Right, Right.
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Q
west half of Section

A

Mx. Fcrt?

please?
A

COPAS form.

10
Does the operating agreement cover the
192
Correct; that's correct.
That's all?
That's right. .

Does this provide for overhead rates,

Yes, sir, in the accounting form.
The COPAS form?,
COPAS form.

And would you tell us what these are,

Okay. That's on page three of the

The drilling well rate is on a fixed

rate basis, $3,825.50; producing well rate is $382.55.

Q

by less than all the
A
Q

A

)

Does it have a provision for operation
parties?

Yes, sir.

A non-consent clause?

Yes, sir, 300 percent non-coaseinti.

Mr. Fort, what in your opinion would

be a reasonable risk factor for the drilling of this well

in this area?
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2 A 200 percent.
3 Q Do you think that the drilling of this
4 well will be in the interest of conservation and prevent want{?
5 A Yes, sir.
6 Q Will it actually prevent the drilling
1 of unnecessary wells? |
8 A Yes, sir.
9 Q and protect the correlative rights of
10 all parties having an interest under -=- under this property?
| 11 A Yes, sir.
F ‘ 12 Q Were Exhibits One through Four prepared

13 | by you or under your supervision?

14 A Yes, sir.

ekt S s

3 15 MR. JENNINGS: I believe that's all the

16 | questions I have.

3 17 MR. NUTTER: Did you qualify Mr. Fort,
j 18 and as what?

19 MR, JENNINGS: He's a landman; don't have
20 to qualify him., He can testify as to land management.

21 MR. NUTTER: I was wondering.

»
3

him,

20

If the Exanineyr wishes me to qualify

™o
wn

him as a landman, I will. _J
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MR. NUTTER: Well, can he testify as to
well costs, Mr, Jennings?

Q Are you familiar with -- in the course
of your business are you famil.iar with well costs in the
area?

A i'd kind of like to defer that to our
geologist, David Barle. He's more familiar with that area.
CROSS EXAMINATION

BY MR. NUTTER: |

Q Now you have all the working interest
signed up with the exception of these unleased interestsin
this one lot, is that correct?

A !ea,sir,yea.sin,cmaqmnaiS'nidyix>go.

Q OCkay, and all of the parties who have volun—
teered to join in this commmitization have agreed to this COPAS rate
for combined fixed rates of $3825 and $382, is that it?

A | Yes, sir. Yes, sir; all been sent to them.

Q Ckay.

MR, NUTTER: A@e'drwxaany further guestions
Of tim wiliess: e mey ve excused.

MR. JENNINGS: Mr. Harle.

o e
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2
3 DAVID HARJE
4 being called as a witness and being duly sworn upcn his oath,
j 5 testified as follows, to-wit:
F 6 DIRECT EXAMINATION
- 7| BY MR. JENNINGS:
8 Q Would you state your name, occupation,
’ please?
10 A I'm David Harle. I work for Read and
n Stevens in Roswell, New Mexico, as an exploration geclogist.
12 103 " How long have ycu been employed by Read
3 B and Stevens?
M A About two years.
15 Q Before you were employed by Read and
16 Stevens by whom were you employed?
1 A I was employed three years by Yates
18 Petroleum Corporation in Artesia.
19 0 Mr. Harle, have you appeared before this
2 Commission many times in the past and made your cqualificationp
21 as a geologist acdepted?
2 A Yes, sir. the most recent is about nine
3 months ago.
u MR, NUTTER: He's qualified.
% 0] Mr. Harle, are you familiar with the _J
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proposed well to be located in the west half of Section 19,

23 South, 28 East, in the North Loving Pool?

A Yes, sir, 1 am,
Q Tell me what are the objectives of this
well.

A The primary objectives are the Strawn,
the Atoka, and the Morrow. '

0 Please refer to what has been marked as
Read and Stevens Exhibit Number Six and tell us what that is
and then explain it, if you will, please.

A » This is a current activity and productios
map that surrounds the proration unit that we are dealing
with.

To describe the current activity, the
wells that have been drilled in the area that are colored
green, coded green, are Morrow completions. The wells that
are coded blue are Atoka, and purple coding is Strawn.

The yellow location2 are the proposed
locations that are either in the process of drilling at the
current time or are just a staked location.

Q2 wWnat are the weils =~ would you identify
the wells that are producing from the Morrow that are closest
to this property?

A Okay. In Section 19 the Belco Petroleum
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Corporation No. 1 Guitar Estate, which is located in the east
half of Section 19, 1s currently producing from the Morrow.
Also in Section 20, the No. 1 Lakey Con,
also a Belcc well, is producing from the Morrow.
In the west half of Section 29, the Belcd

Petroleum No. 1} Cassidy Com is producing from the Morrow.

Qo And there is a Strawn well in Section 82
A In Section 18 -~

Q 18.

A -- in the south half of Section 18, the

Cities Service No. 1 Polk "A" Com is producing ~- 1I'm sorry.
I'm sorry.
The Amoco Production No. 1 Carter in
the south half of Section 18 is producing fro.. the Atoka.
The nearest Strawn well is the Cities

Service No. 1 Polk "A" Com in the north half of Section 17.

Q Is it a reasonably active area, Mr. --

A Yes, it*s a very active area at this
time.

Q Mr. Harle, are you familiar with drillin?
coSts in the arsa and have ven had experience in determining

the cost of various wells in the area?

A Yes, I amn.

&

Q Will you please cofci Lo wWhat hac
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marked as Exhibit A -- or Exhibit Three? Do you have it?

A ¥Yes, 1 do.

[+ Is that a -~ that's aﬁ AFE on that well?
A . Yes, it is.

Q Does this indicate that the cost of a

dry hole would be approximately $1,600,000? In your opinion
do you feel that's a reasonable ~-

A Yes, I do.

0 -~ valuation? 2And for a dry hole -- for
a completed well would be $2,023,000. Again, do you feeal

that that would be a reasonable estimate of cost?

A Yes, sir,

(13 For a well in that area?

A I do.

Q In light of all the factors you have

testified to and you've heard Mr. Fort testify, have you
formed an opinion as to what would be a reasonable risk
factor in connection with the drilling of this well to these
objective depths?

A Yes, 200 percent is -- is what I believe
it would be,

Q Do you believe that this well -- or thatj

the granting of the application herein would be in tha intere

of conservation, prevent waste, and unnecessary drilling of J

t
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additional wells?
A Yes, I do.
Q Would this, in your opinion, protect

the interest, the correlative rights of all the parties havinq
interest under this tract?

A Yes,

0 Was Exhibit Number Six prepared by you
or under your supervision?

A Yes, it was.

Q Do you have anything else that you wish
to offer, Mr. Harle?

A No, I don't.

MR. JENNINGS: I believe that's all.

CROSS EXAMINATION
BY MR, NUTTER:
o Mr. Harle, has Read and Stevens drilled
any other ~ells in this area in recent months?
A Read and Stevens has not operated re-
cently in this area but we have participated with other

operators in at least three wells in the last twelve months.

¢ Of similar depth?
A, Of similay depth, similar objectives,
similar geology, yes. ‘J

e F B, R I R R RRRRRRRREEEEEEEEETTEEE==——m%™%&:
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stated, yes, testing the zones on the way down.

18

Q. And how du these costs on Exhibit Number
Three here compare with the costs on those wells?

A
higher than some; and lower than others. The main differenceT
in the AFE costs comes with the number of zones that are
required to be tested prior to finding a zone that's commex-
cial,

Q And you dé have an objective of three
possible zones here.

A Yes. These are the three zones that are
the primary objectives. There are secondary objectives of
the pelaware, at about 3000 feet, and the Bone Springs from
about 6000 to 9000 feet.

So there are secondary objectives but
these are the primary objectives that require 320 acres to
be -~ |

Q : Well, now I notice here on the drilling
costs that there aren't any footage charges, that it's a
straight day work for the rigq, and-80 days is given,

Now, is the 80 days based on the testing
of all these various zones as you go down?

A, It's based upon the actual drilling

time plus time required for running casing and, as you have
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Q Well now, the well is going to be located
in I believe Mr. Fort testified, in the southeast of the
northwest of Section 19.

A Yes, sgir,

Q And the poolees are located in the north-
wast of the northwest of Section 19. So if you're testing
thesa other harisans. =uch a3 the Delaware, and some of those
other formations, they wouldn't be participating in the pro-
duction if you completed in those shallower formations, would
they?

A If my understanding is correct on this,‘
40 acres would be dedicated to a Delaware.

Q Right.

A And the Bone Springs designation at
this time I am not sure of.

Q I believe there are some 80-acre Bone

Springs wells in the -~

A I believe that's right.
Q -- vicinity, but --
A I Leliewe that's right.

—-— womeet 3 ) . a4 N . n .
0 - tha = Lisrn would ba 40 acies

in the absence of an acreag

[1(]
I\
&)
[
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o
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A Yes.
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20

Q. Su these pooleus are being asked to par-
ticipate in -~ sharing well costs for zones that they wouldn't
even be participating in, I believe, isn't that correct?

MR. JENNINGS: May I? I think we 've
only asked for those three zones. We have not asked for the
other zones.

MR. NUTTER: No, but if -- seeing as how
it's on day -- it's on day work, you'd be stopping and testind
all these various zZones as you gd down, Mr. Jennings, and that
day work counts up towards total cost, and unless there's some
means of deducting that prior tc the time of sending the bill

to these poolees, they would be paying well costs for some-

MR, JENNINGS: I don't -- I didn't anti-
cipate that they would test cn the way down. They'll run
casing on the way down, and I think they would drill to total
depth. And it would only be in the event that there wasn't
anything at total depth, and T might ask Mr. --

A The current plans are the only drill stem

tests that -- we are not planning to drill stem test the

Delaware.

\ra

he drill stem testg

v e Al e bad e
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on drill stem testing the Delaware. The Bone Springs we are
planning on running a single drill stem test, and we are
also planning on that to be l60-acre spacing. If that is
the -- I'm not sure that the Bone Springs in that area is 80-
acre spacing. I was assuaing that it was 160,

) Well, fof gas, but oil would be 40,
and then as I mentioned, there are some B0-acre Bone Springs
pools in this area, I think, over towards Culebra Bluff area.
Over towards Culebra Bluff I believe there's 80 acres in the
Bone Springs.

A Okay.

Q Now, you stated that you felt that the
risk factor should be 200 percent. What do you base that
on, Mr., Harle?

A I base that on the geclogical risk of
obtaining a complaetion in the primary 2zones.

And also, not just a completion, but a

commercial completion, because there are noncommercial wells
in the area and because of the geological risk that is my

oninion as to the risk of the well obtaining a commercial

0 Well now, you'‘ve got three Morrow wells
to the east and scutheast of the well. Do you have any idea,

is this a Morrow channel and in what direction is it running?




Badcie .

i

t

|
i
;(
F

£

:

T S TR e T

g’“dﬂ“&u

o op =

L)

16
17
18

8

25

22
Do you have any geological evidence on that?

A I believe that it's -- it falls in lina
with a lot of the geological -- well, that -- the geological
evidence points to there being a north/south trending channel
in the Morrow. There are multiple sands present, so it's not
a single channel. To this point we will be drilling the ]
furthest west of any well to find this channel.

As you can See in Section 12, the well
that's currently completed in the Atoka, the El Paso Explor—-
ation No. 1 Bird Com, does not have the lower Morrow channel
in it,

The risk is present bgcause somawhere
between that well in Section 12 and the well in Section 19,
the sand is present in Section 19 and is noc longer present.
If that's a north/south trending channel, there is a western
boundary on that sand.

Q Yh-huh,

A And whether it occurs in the west half
of Section 19 is questionable and is what really sets up
the ~- the risk involved, geological risk involved in this
prospect.

Q Now there’s a driliing well shown in thg
northeast quarter of Section 13. Do you have any idea how

i 2+t the nregent time?

v Ty
Wl L L 3
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2 A Yes, I do. That is only a location.
3 El Paso staked that location after drilling the one in Sectiorn
4 12 and that well is not drilling. It's only a staked loca-
s tion,
6 In fact, in personal conversations with
7 El Paso, they are havirg very great reservations about drilliﬂg
8 ! ihat wall at this current tims.

) ’ 1Y I see. So you're not going to be able
L to wait to see what it does he!ore you arill your vnll; then.
1n | A We would love to, but we cannot do that.
2 Q Okay.

TT 3 MR. NUTTER: Are there any further ques-

" tions of Mr. Harle? He may be excused. ;

o

MR. JENNINGS: I would like to offer

16 Exhibit Number Six, and I would also like to offer another

Ly exhibit, Exhibit Number Five, which is the return cards and

§ 18 a copy of the notice that was sent.
3 MR. NUTTER: These are the force pool~es?
» MR. JENNINGS: Yes.
n MR. NUPTER: Okay, Exhibits One through
2 Six will be admitted in evidence.
23 Do you have anything further, Mr. Jenninps?
1 MR. JENNINGS: Not today; nothing further.
25

MR. NUTTER: Does anyone have anything
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they wish to offer in Case Number 73667

We'll take the case under advis.n.nt.

(Hearing concluded.)
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Santa Fe, New Maexico 87501
Phone (505) 453-7409

SALLY W. BOYD, C.8.R.
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HCREBY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by me; that the said transcript
is é'fuli;’éiﬁé, and correct record of the hearing, prepared

by me to the best of my ability.
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314 SECURITY NATIONAL BANK BuILDING

CHARLES 8. READ %”(/ £ ((//;M)M, ﬂw JUL 16 ’982

PREBIDENT

Ot Producons
NDRMAN L, STEVENS., JR. ) i
VICE-PRESIDENT ‘y (/.ﬁu 1518
%M Ao Mazeer £8201 .
July 14, 1982 } RS ‘.

To: O0il Conservation Division y
and All Known Working Interest Owners

Re: #1 Kimbley
Actual Well
Section 19

osts
W/2-23S-28E
w Mexico
er R-6804
Gentlemen:
Pursuant to the above referenced compulsory pooliﬁq order issued October
15, 1981, Read & Stevens, Inc. as operator of the above referenced well is to
furnish the Division and each known working interest owner an itemized schedule
of actual well costs within ©0 days following completion of the well. Attached
hereto is a listing of the actual costs involved on the subject well.
Xf you have arny questions, please advise.
Yours vexy truly,
READ & STEVENS, INC.

Joe Wigley, Land Manager

o Ramdall) Fod”

Randall Fort
Land Representative

RF:tr
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DATE:

-0100
-0200
-0300
-0400
-0800
-1000

rs

Q&/30/3e

Reabh & osteVEND,

WELL €057

NG,

ESTIMATED-ACTUAL COSTR LIS

032686 MNAaME | LN

SURFACE CASING
PROTECTIVE CASING
PRODUCTION CASING

TUBING

WELL HEAD EQUIPMENT
OTHER SUB-SUR EQUIP
OTHER SUR WELL EQUIP
LINE PIPE

TANK BATTFRY EQULIP
OTHFR

MISC FITTINGS

TANGIBLE EQUIPMENT

PAY WORK

LOCATION PREFARATIGN
BITS AND REAMERS
MUD % CHEMICALS
EQUIPMENT RENTALS
LOGGING AND TESTING

MUD LDEGINMG

RAUL ING AND FREIGHT
WATER

CEMENTING

PERF. ACID, FRAC
COMPLETION UNITS
CONTRACT SERVICE
SUPFRVIRION
DRILLING OVERHEAD
NON-REC EQUIPMENT
MISCELLANEQUS

INTANGIBLE

Wimhitpe

o e v . e . B oy e e

TG

ACTUAL

19,
&b,
a74.
-9
&7,
9
&,

195, 80
795, 30
Blz, Dur
A58, 179
201.956
298, 57
429.25
AQ2. 13

s 615,00

214,60

+ 744,47

143. 85

L A5, 94
; 423, 40
: 165,69
+ 373,79
2. 167.65
» HF7. 26
» 599, 82

049, 68

« &30, 80

73.74

L 181,66

B73. 48
A27.73
299. 70
3445, 00

» 991,20




314 SECURITY RATIONAL BANK BUILDING PHONE 505 622-3770

PRESIDENT

NORMAN L. STEVENS, JdR.
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EHARLES 8. READ g%fa(/ £ L(//iuend, ,gw. e SRR \
€t Producers -',; DR ité
VICE-PRESIDENT ﬁ ﬂ .%1 15/8 :_,; o . i_L..l/
Rosmetd Avw Massco 48361 Uls G o iU BiviSiun

Loanih FE

December 14, 1982
T

PY
oot
O WL

/ A '7:.

-~
0il Conservation Commission ; ¢ “

P.O. Box 2088 &
. Santa Fe, New Mexico 87501 4

Re: #1 Kimbley
Force-Pool info on

Gentlemen:

Pursuant to the abcve referenced Force-Pool Order Read & Stevens,
Inc. is hereby notifyingthe Commission concerning the disposition of
funds for those parties who were Force-Pooled.

We were not able to locate Belle Amunds and accordingly, we have
opened an account for her in the Carlsbad National Bank (Account No.
80-37067-5) P.O. Box 1359, Carlsbad, New Mexico, 88220. The first

check for Ms. Amunds totaled $12.44 and was sent for deposit on December
14, 1982.

We were able to locate and checks have been sent to the following
parties along with a letter explaining their Force-Pool status:

Ellis Fischel State Cancer Hospital $174.15
Thelma Edwards $ 12.44
Imogene Tappana $ 49.76

Please advise if the Commission requires additional information
concerning the status of the herein described parties or action.

Yours very truly,
READ & STEVENS, INC.

Joe Wigley, Land Manager

o Fandall § 7~

Randall Fort
Land Representative

RF /bh
XC: Belle Amunds, Carlsbad National. Bank
Ellis Fischel State Cancer Hospital

Thelma Edwards
Imogene Tappana
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STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

December 29, 1981 POST OFRCE BOX 2088

STATE LAND OFFICE BULDING
SANTA FE, NEW MEXICD 87501
(B508) 8272434

Mr. James T. Jennings
Jennings & Christy .

P. 0. Box 1130

Roswell, New Mexico 88202

Re: Extension of Time
Order No. R-680&

Dear Mr. Jennings:

Reference is made to your letter dated December 23,
1981, requesting an extension of time in which to
commence the drilling of a well on the lands pooled
by Division Order No. R-6804. '

Said order requires the unit well to be commenced
on or before the first day of January, 1982, but you
anticipate possible delays in such commencement
resulting from rigging up and testing a brand new
rig on the location. '

Time for commencement of drilling operations under
Drder No. R-6804 is hereby extended to February 1, 1982.

Véry truly yours,

JOE D. RAMEY,
Division Director

JDR/DSN/dr

cc: O0il Conservation Diwision ~ Artesia
Case File 7366 L//,ya
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JENNINGS & CHRISTY
1012 SECURITY NATICNAL BANK BUILDING
P.O.BOX (1IBO
ROSWELL,NEW MEXICO 88202-II180

JAMES T.JENNINGS
SIM B.CHRISTY I¥Z

PHILLIP T. BREWER

TELEPHONE 622-B432
Arga CopE 505

December 23, 1981

0il Conservation Division
Energy & Minerals Dept.
P. O. Box 2088

Santa Fe, NM 87501

Attention: Mr. Dan Nutier

Re: Case No. 7366
Order No. R-6804
Read & Stevens, Inc.

Dear Mr. Nutter:

The Order entered in the above cause on October 15, 1981, pro-
vides that unless the operator commences drilling the well on
or before the first day of January, 1982, the Order shall be
null and void and of no effect unless the operator obtains a
time extension.

On behalf of Read & Stevens, Inc., the operator, we hereby
request a thirty-day extension within which to commence the
well, and as reason therefor state:

That the location has been prepared and is ready for
a rig to move on and that the operator has obtained and contem-
plates moving a rig on location not later than Monday, December
28. However, the rig to be used in drilling the well is a new
rig and it is possible that unforeseen difficulties will be en-

countered in rigging up and in commencing the actual drilling R\

operations. ,*'xﬂﬁ\ﬁ\
SRR
Yours very truly, /ﬂf?({ ‘ W\‘
- 5 5 W9 \
JENNINGS & CHRISTY \\ e e

— ot 5 S 5 1
i '
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
7 October 1981

EXAMINER HEARING

IN THE MATTER OF:

Application of Read & Stevens,
inc., for compulscry pocling, ' CASE

Eddy County, New Mexico. ; 7366

BEFORE: Daniel S. Nutter
TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation W. Perry Pearce, Esqg.
Division: Legal Counsel to the Division
State Land Office Bldy.
santa Fe, New Mexico 87501

James T. Jennings, Esqg.
JEMNTINGCS & CHRISTY

HESA R B 4N S,

Roswell, New Mexico

For the Applicant:
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RINDALL FORT
Direct Examination by Mr. Jennings
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oo Twamination "lr\.xzr My Nutter

DAVID HARLE
Direct Examination by Mr. Jennings

Cross Examination by Mr. Nutter

EXHIBITS

Applicant Exhibit One, Plat

Applicant Exhibit Two, Plat & List
Applicant Exhibit Three, AFE

Applicant Exhibit Four, Operating Agreement
nt Exhibit Five, Return cards
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MR. NUTTER: Call next Case 7366.

MR. PEARCE: Application of Read and
Stevens, Inc., for compulsory pooling, Eddy County, New
Mexico.

MR. JENNINGS: James T. Jennings of
Jennings and Christy, arpearing on bhehalf of the applicant,
and I'll have two witnesses, Mr. Randall Fort and Mr. David

Harle.
{Witnesses sworn.)

RANDALL FORT
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. JENNINGS:

Qo Wduld you state your name, occupation,
and place of residence, please, sir?

A Randall Fort. I'm a land representative
of Read and Stevens in Roswell, New Mexico.

Q Mr. Fort, how long have you been employsd
by Read and Stevens?

A Eight months.

d

i
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Q Are you familiar with the application
that has been filed by Read and Stevens in connection with
Case Number 73662

A ) Yes, sir.

Q Will you just briefly tell us the pur-
pose of this application?

A It seeks to force pool some outstanding
parties who will be under this drilling unit, which is the

west half of 19, 23 South, 28 East, in Eddy County.

Q That has been dedicated to the proposed
well?
A Right.
o3 What's the location of the well and

its projected depth?
A The well will be located 2310 from the
north line and 1947 feet from the west line of Section 19.

Depth is approximately 12,900 feet.

Q Is that an orthodox location?
A Yes, sir.
Q Please refer to what has been marked

Exhibit A and just briefliy tell us what that is.
A Okay, ~--
o Or Exhibit One, I'm sorrv.

A Exhibit One. That's just a large scale
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map of the area with outlined in red the west half of 19,
and our little force pooled block up there is in yellow.
That's a 4.94-acre tract in yellow, and we're seeking to
force pool 2 acres out of that.

Q Again, Mr. Fort, would you refer to what
has been marked as Exhibit Two, and it is in two parts, and
first tell what the first sheet is and then the second pages.

A Okay, that‘first one is just another
plat of Section 19 showing the west half there. These are
Malaga tracts, they're referred to down there. They were
cut up as lots.

Q Basically five acre lots?

A Right, pretty much. As you can see, our
one we're concerned with, Tract 383, is 4.94 acres, so they'r
pretty much all just divided lots, but except the south half
of the south%est guarter, which is approximately 80 acres,
79. -~

Q All right. ©Now refer to the next part
of that exhibit and briefly -~

A Okay. Right, this is just a listing
of all the leasehold owners and the landowners, the mineral
owners, and the people who hold the leases, the lessees.
Approximately 40 mineral owners and about ten working in-

terest owners.

w

%
=
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2 Q Do you or the other members -- or the
3 other non-operators under the operating agreement have all
4 of the acreage leased except the tract which is outlined in
) yellow?
6 A Yes, sir. Yes, sir.
7 Q What efforts have you made, Mr. Fort,

‘ 8 to obtain leases from these parties in question? First of
9 all, you might name the parties.
10 A Okay. We're dealing ﬁith four different
11 parties here we've not been able to get to do anything, neithér
1 lease nor sell nor join us.

- 13 They're all heirs of one lady, Miss

14 Ella Mae Aldridge, and a broker, independent broker, started

15 working on this to begin with and I've got a list of his
16 letters here4where he started writing letters to them trying
17 to get them to lease or to sell.y

?; 18 Q Over how long a period has this been

) 19 going on? -
20 A He started back in -- well, my letters
21 go from April of 181, just my most recent letters, and he
2 started back in the latter part of 19 -- 1980, October,
23 November of 1980, writing to all the heirs.
24 He got all of them leased except these
25

four people.




1 7
2 Q And would you please name those ?
3 A Okay. Imogene Tappana, is one lady.
: 4 Thelma --
é» 5 Q Does she refuse to lease?
éﬁ 6 A Right. I have a letter here --
7 1} That's all right.
8 A Okay. Thelma Edwards, same thing. She
9 just refused to lease.
| Belle Amunds. We have not been able to

11 locate. The gentleman who was trying toc locate here, I have
1 a letter here from him just specifying what he did to locate
- 13 her, and wrote letters to her last address and called the

4 Chamber of Commerce and just simply can't locate her; talked
18 to some of the other heirs and they don't kncw what happened

16 to her.

17 And then last is our Cancer Hospital in
18 Columbia, Missouri. We've written themseveral times. Their

] 19 situation is a little different.

%f 20 Their Bcard doesn't meet until after

§  21 the first of the vear and they can't -- they won't give us

T 22 a lease vr do anything until the Board meets to discuss it,
23 and that will be, like, say, in 1982 when they -- when they
24 meet.
25 0 All right. Have the parties whose
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addresses you have, namely, the Cancer Hospital, Thelma
Edwards, and Imogene Tappana, been notified of this hearing
by certified mail?

A Yes, sir, yes, sir.

Q Mr. Fort, have you -- have you prepared
an AFE for this well? -

A Yes, sir.

Q Would you refer to Exhibit Three and
see if that is the AFE?

A Right, Exhibit Three is the AFE, the
revised estimate that’'s been sent out to all the working
interest owners.

Q Would you generally state what it shows
the cost of drilling a well if it's successful or if it's
a dryv hole?

A Okay, a producer is estimated to cost
$2,023,000; a dry hole is $1,600,000.

Q Is this, in your opinion, a reasonable

cost for a well to this depth in this area?

A Yes, sir.

0 What are the proposed objectives in this
well?

A Looking for the Morrow, Strawn, and

Atoka. I believe there's three different objectives.




1 9
2 Qo And 1 believe that these formations are
3 productive in the general area?
4 A Yes, sir.
S Q Please refer to what -- oh, when do you
6 propose to commence this?
Y A November 20th is the scheduled spud
8 date.
-9 0 Please refer to what has been marked as
1 Exhibit Foﬂr and tell the Examiner what this is.
n A Okay. Number Four is our -- just a
12 standard AAPL Form 610, 1977, operating agreement, with the
% 'f? K accounting procedures attached, as well as the other exhibits
P 4 on gas balancing, et cetera.
% 15 Q Has this, or will it be executed by all
% 16 the operators?
i 17 A It has been at this time.
18 Q Who is going to be the operator under
1 the provisions of the operating agreement?
20 A Read and Stevens will be the opérator.
21 Q 2nd does this provide for a test well?
22 A. Yes, sir.
23 Q That's the well that you mentioned a
24 minute ago?
25 A. Right. Right.
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Q. Does the operating agreement cover the
west half of Section 197

A Correct; that's correct.

Q That's all?

A ) That's right.

1} Does this provide for overhead rates,
Mr. Fort? |

a Yes, sir, in the accounting form.

Q The COPAS form?-

A COPAS form.

Q And would you tell us what these are,
please?

A Okay. That's on page three of the

COPAS form.
The drilling well rate is on a fixed
rate basis, $3,825.50; producing well rate is $382.55.
Q Does it have a provision for operation

by less than all the parties?

A Yes, sir.

Q A non-consent clause?

A Yes, sir, 300 percent non-consent.

Q Mr. Fort, what in your opinion would

be a reasonable risk factor for the drilling of this well

in this area?




1 11
2 A 200 percent.
3 Q Do you think that the drilling of this
4 well will be in the interest of conservation and prevent waste?
s A Yes, sir.
i 1 i 'Q Will it actually prevent the drilling
; 7 of unnecessary wells?
§ )  § A Yes, sir. -
i 9 a And protect the correlative rights of
10 all parties having an interest under -- under this property?
11 A Yes, sir.
g 12 1} Were Exhibits One through Four prepared
o~ 13 by you or under your supervision?
14 ’ A Yes, sir.
1§ MR. JENNINGS: I believe that's all the

16 questions I have.

17 MR. NUTTER: Did you qualify Mr. Fort,
18 and as what?
19 MR. JENNINGS: He's a landman; don't hav%
20 to qualify him. He can testify as to land management.
é 21 MR. NUTTER: I was wondering.
L 22 MR. JENNINGS: I don't need to qualify
23 him.
24 if ﬁhe Examiner wishes me to qualify
i 25 him as a landman, I will.
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2 .
MR. NUTTER: Well, can he testify as to
3 .
well costs, Mr. Jennings?
[
4 o
; v _ Are you familiar with -- in the course
]
of your business are you familiar with well costs in the
é
area?
7 . .
A I'd kind of like to defer that to our
' .
geologist,. David Harle. He's more familiar with that area.
L ]
10
CROSS EXAMINATION
1 :
BY MR. NUTTER:
12 . . .
Q Now you have all the working 1lnterest
; 13
B signed up with the exception of these unleased interestsin
. 14
§ this one lot, is that correct?
) 15
A Yes, sir, yes, sir, everyone is ready to go.
16
Q Okay, and all of the parties who have volun-
17 '
teered to join in this commnitization have agreed to this COPAS rate
R i8
- for -combined fixed rates of $3825 and $382, is that it?
E
% A Yes, sir. Yes, sir; all been sent to them.
P 20
. Q Okay.
21 )
MR. NUTTER: Are there any further questions
22
of the witness? He may be excused.
23
MR. JENNINGS: Mr. Harle.
24
25
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DAVID HARLE
being called as a witness and being duly sworn upon his oath,
testified as follows, to-wit:
DIRECT EXAMINATION

BY MR. JENNINGS:

Q Would you state your name,>occupation,
please?

A I'm David Harle. I work for Read and
Stevens in Roswell, New Mexico, as an exploration geologist.

Q How long have you been employed by Read
and Stevens?

A About two years.

Q Before you were employed by Read and
Stevens by whom were you employed?

A I was employed three years by Yates
Petroleum Corpbration in Artesia.

o Mr. Harle, have you appeared before this
Commission many times in the past and made your qualification

as a geologist acdepted?

c-
k!
0]
£
[e2
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A Yes, sir, the most recen
months ago.
MR. NUTTER: He's gqualified.

0. Mr. Harle, are you familiar with the
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proposed well to be located in the west half of Section 19,

23 South, 28 East, in the North Loving Pool?

A Yes, sir, I am.

Q Tell me wh;t are the objectives of this
well.

A The primary objectives are the Strawn,

the Atoka, and the Morrow.

Q Please refer to what has beeﬁ marked as
Read and Stevens Exhibit Number Six and tell us what that is
and then explain it, if you will, please.

A This is a current activity and productio*
map that surrounds the proration unit that we are dealing
with.

To describe the current activity, the
wells that have been drilled in the area that are co’ored
green, coded green, are Morrow completions. The wells that
are coded blue are Atoka, and purple coding is Strawn.

The yellow locations are the proposed
locations that are either in the process of drilling at the
current time or are just a staked location.

0 what are the wells -- would you identify
the wells that are producing from the Morrow that ar2 closest
to this property?

A, okay. In Section 19 the Belco Petroleum
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Corporation No. 1 Guitar Estate, which is located in the east
half of Section 19, is currently producing from the Morrow.
Also in Section 20, the No. 1 Lakey Com,
also a Belco well, is producing from the Morrow.
In the_west half of Section 29, the Belcd

Petroleum No. 1 Cassidy Com is producing from the Morrow.

Q And there is a Strawn well in Section 82|

A In Section 18 --

Q 18.

A | -~ in the.south half of Section 18, the
Cities Service No. 1 Polk "A" Com is producing -- I'm sorry.

I'm sorry.
The Amoco Production No. 1 Carter in
the south half of Section 18 is producing from the Atoka.
The nearest Strawn well is the Cities

Service No. 1 Polk "A" Com in the north half of Section 17.

Q Is it a reasonably active area, Mr. --

A Yes, it's a very active area at this
time.

0 Mr. Harle, are you familiar with drillinﬁ
costs in the area and have you had experience in determining

the cost of various wells in the area?
a. Yes, I am.

Q Will you please refer to what has been
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marked as Exhibit A -- or Exhibit Three? Do you have it?
A Yes, 1 do.
Q Is that a -- that's an AFE on that well?
A : Yes, it is.
Q Does this indicate that the cost of a

dry hole would be approximately $1,600,000? In your opinion
do you feel that's a reasonable --

A Yes, I do.

Q ~- valuation? And for a dry hole -- for
a completed well would be $2,023,000. Again, do you feel

that that would be a reasonable estimate of cost?

A Yes, sir.

Q For avwell in that area?

A I do.

0 In light of all the factors you have

testified to and you've heard Mr. Fort testify, have you
formed an opinion as to what would be a reasonable risk
factor in connection with the drilling of this well to these
objective depths?

A Yes, 200 percent is -- is what I believe
it would be.

0 Do you believe that this well -- or thay
the granting of the application herein would be in the inters

of conservation, prevent waste, and unnecessary drilling of

st

Eipvc
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the interest, the correlative rights of all the parties having

17
additional wells?
A Yes, I do.
o Would this, in your opinion, protect

interést under this tract?

A Yes.

Q Was Exhibit Number Six prepared by you
or under your supervision?

A Yes, it was.

Q Do you ha#e anything else that you wish
to offer, Mr. Harle?

A No, I don't.

MR. JENNINGS: I believe that's all.

CROSS EXAMINATION

BY MR. NUTTER:

0 Mr. Harle, has Read and Stevens drilled
any other wells in this area in recent months?

A Read and Stevens has not operated re-
cently in this area but we have participated with other
operators in at least three wells in the last twelve months.

0. o0f similar depth?

B. 0f similar depth, similar objectives,

similar geology, yes.
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Q So these poolees are being asked to par-
ticipate in -- sharing well costs for zones that they wouldn't
even be participating in, I believe, isn't that correct?

MR. JENNINGS: May I? I think we've
only asked for those three zones. We have not asked for the
other zones.

MR. NUTTER: No, but if -- seeing as how
it's on day -- it's on day work, you'd be stopping and té#tingf,
all these various zones as you go down, Mr. Jennings, and that
day work counts up towards total cost, and unless there's some
means of deducting that prior to the time of sending the bill
to these poolees, they would be paying well costs for some-
thing they're not even participating in.

MR. JENNINGS: I don't -- I didn't anti-
cipate that they would test on the way down. They*1ll run
casing on the way down, and I think they would drill to total
depth. And it would only be in the event that there wasn't
anything at total depth, and I might ask Mr. --

A The current plans are the only drill stem
tests that -- we are not planning to drill stem tes; the
Delaware.

The drill stem tests are indicated on —-

on one of our other exhibits here, and on the prognosis, and

I'm not sure that you entered that in, but we are not planning
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on drill stem testing the Delaware. The Bone Springs we are
planning on running a single drill steﬁ test, and we are
also planning on that to be 160-acre spacing. If that is
the -- I'm not sure that the‘Bone Springs in that area is 80-
acre spacing. I was assuming th;t it was 160.

(1Y '~ Well, for gas, but oil would be 40,
and then as I mentioned, there are some 80-acre Bone'Spfings
pools in this area, I think, over towards Culebra Bluff area.
Over towards Culebra Bluff 1 believe there's 80 acres in the
Bone Springs.

A Qkay.

Q Now, you stated that you felt that the
risk factor should be 200 percent. What do you base that
on, Mr. Harle?

A I base that on the geological risk of
obtaining a completion in the primary zones.

And also, not just a completion, but a
commercial completion, because there are noncommercial wells
in the area and because of the geological risk that is my
opinion as to the risk of the well obtaining a commerciail
completion.

0 Well now, you've got three Morrow wells
to the east and southeast of the well. Do you have any idea,

js this a Morrow channel and in what direction is it running?
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Do you have any geological evidence on that?
A I believe that it's -- it falls in line
with a lot of the geological -- well, that -- the geological

evidence poifits to there being a north/south trending channel
in the Morrow. There are multiple sands present, so it's not |
a single channel. To this point we will be drilling the
furthest west of any well to find this ;hannel.

As you can see in Section 12, the well
that's currently completed in the Atoka, the El Paso Explor-
ation No. 1 Bird Com, does not have the lower Morrow channel
in it.

The risk is present because somewhere
between that well in Section 12 and the well in Section 19,
the sand is present in Section 19 and is no longer present.
If that's a north/south trending channel, there is a western
boundary on that sand.

o Uh~huh.
A And whether it occurs in the west half

of Section 19 is questionable and is what really sets up

the —- the risk involved, geological risk involved in this
prospect. |

0. Now there's a drilling well shown in thq
northeast quarter of Section 13. Do you have any idea how

deep that well is at the present time?
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a Yes, I do. That is only a location.
El Paso staked that location after drilling the one in Section
12 and that well is not drilling. It's only a staked loca-
tion.
In fact, in personal conversations with
El Paso, they are having very great reservations about drillir
that well at this current time.
Q I see. So you're ﬁot going to be able
to wait to see what it does before you drill your well, then.
A We would love to, but we cannot do that.
Qo Okay.
MR. NUTTER: Are there any further gques-
tions of Mr. Harle? He may be excused.
MR. JENNINGS: I would like to offer
Exhibit Number Six, and I would also like to offer another
exhibit, Exhibit Number Five, which is the return cards and

a copy of the notice that was sent.

MR. NUTTER: These are the force pooleesp

MR. JENNINGS: Yes.
MR. NUTTER: Okay, Exhibits One through

Six will be admitted in evidence.

9

Do you have anything further, Mr. Jennings?

MR. JENNINGS: ©Not today; nothing furthefp.

MR. NUTTER: Does anycne have anything
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_ they wish to offer in Ccase Number 73867

we'll take the case under advisement.
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STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

October 16, 1981

Re: CASE NO. 1366

pOST OFFICE BOX 2088
STATE LAND OFFICE BUILDING
SANTA FE. NEW MEXICO 87501

1505} 827-2434

Mr. Janes Jennings ORDER NC.R-6804

Jennings, Christy & Copple
Attorneys at Law
Post Office Box 1180

Appli t:
Roswell, New Mexico 88201 pplican

Read % Stevens, Inc,

pear Sir:

Enclosed herewith are two copies of the apove-referenced
pivision order recently entered in the subject case.

‘JOE D. RAMEY
Director

JDR/£d
copy of order also sent to:

Hobbs OCD X

et s

Artesia OCD X

it et

Aztec OCD

Other
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ORDER OF THE DIVISION

EY THE DIVISIOM:

This cause came cnn for hearing at 9 a.m. on October 7, 1981,
at Samta Fe, New Maxioo, hefore Bxaminer Danisl 8. Nattex.

MO, on this day of Octobexr, 1981, the Division
Dixector, having the testimxwy, the recoxrd, and the
recommndations of the Bemincy, and baing fully advised in the
rrenises, ‘

INDE: A

(1) That dus public notice having been given as required
by law, the Division has jurisdiction of this cxuse and the subject
mattar thereof,
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-2-
Came No. 7366
Order No. R-6004

(3) Tat the applicent has the right to darill and proposes
to drill a well &t a standard location thereon.

(1) That there are interest ouners in the proposed proxation
unit who have not agresd to pool their intsrests.

m muwmmamﬂh.wm
kive xighhs, and to affond to0 the camar of sachiimbacest in
_ i OO to0 Yecover or receive withouk unecassexy
ﬁj;jasj-tuamru-ctugummm,&m,
should be approved by pooling all mineral interests,

i mﬂw-ybn, within said wnit.

(6) That the applicant should be designatsd the cperator
of the subject well and wnit.

{(7) That any non-consenting working interest: cwner should
be afforded the cpportunity to pay his shave of estimated well

'
¥
:
E
i
E
H
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s e b e e A A A




DRSNS

IT IS THEREFOR: ORDERED:

PROVIDED HOWEVER, that the operator of said unit shall
commence the arilling of said well on or before the first day of
. 1982, and shall thereafter ocontimae the drilling of
said well with due duligence to a depth sufficient to test the
Morrow formation;

PROVIDED FURTHER, that in the event said operator does not
comence the drilling of said well an or before the firet day of
Jansary, 1982, Ordsxr (1) of this order shall be mill and void and
of no effect whatscever, unless said operztor obtains a time
extension from the Division for good caise shown.
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(4) That wlthin 30 days from the date the schedule of
estimatad well costs is furnished ¢o him, any non-oonsenting

:
]
|
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i
g
;
¥
E
s

(6) 'matmiuunsoaysfo}lwimdetegnimtimofreasm—
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Case No. 7366
Ordar No. R-6804

(7) That the operator is hereby arthorized to withhold
the following costs and charges from production:

{A) The pro rata share of reasonable well costs

(B) As a charge for the risk involved in the

of
(8) That the operal

mummmmmmaammm
the well costs.

(9) That $3,825.50 per momth while drilling and $382.55

of\lhat are reasonable, attributable to each non-oonsenting working
interest.

(10} That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a one—einhth [1/2)
Ioyalty iuwerest for the purpose of allocating costs and charges
under the terms of this order.

{11) That any well costs or charges which are to be paid
ast of production shall be withheld only from the working interest's
share of production, and no - sta or charrres shall ke withheld
fran production attributable to royalty interests.
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EXHIBIT “A”

TOWNSHIP 23 SOUTH, RANGE 28 EAST, N.M.P.M.

Section 19: Lots 1,2,3,4, EJ2W/2

Contaluiang I18.34 acres, more ar less
Eddy County, New Mexico

Acres in Tract

4.94

4.94

4.94

4.94

5.00

5.00

5.00

5.00 :

5.00

5.00

5.00

5.00

4.94

4.94

4.94

4.94

4.945

4.94>

5.00 ac

5.00

5.00 ac

dCc .

ac.

ac.

ac .

ac «

ac .

ac .

ac .

AC .

ac .

ac .

ac .

ac .

ac.

ac .

A .

ac .

ac .,

Tract Royalty Tract Leasehold
Owner Owner

Margaret Spence
T.J. and Doris Kimbley

Read & Stevens, Inc.

.

" .

Royalty and leasehold owners for Tract 183
are listed on Page 3

Margaret Spence
T.J. and Doris Kimbley

Read & Stevens, Inc.

. "
“
. "
. .
.“
"
" -
» "
v ™
’ .«
" .
. "

Leong Lucas
Margarct sSpoence

T.J. and Doris Kinbley

"

Opal R. Nelson Roy Barton

Margparet Spencee

T. J. and Doris Kinbley

Read & Stevens, Inc.

Aubrey Bo & BEdith
Coviult

Coquina 0il Corp

darparet sSpence
T.Jeo and Doris Kimbley

Read & Stevens, Inc.

Page 1 of 2
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EXHIBIT “A"

-

Tract Royalty Tract Leasehold ‘
Tract # Acres ia Tract Owner Owner
439 5.00 ac. Margaret Spcnce Read & Stevens, Inc.
T.J. and Doris Kimbley (
440 5.00 ac. " . %
441 4.945 ac. Stephen Knowles Quinn Coquina 01l Corp. !

|
442 4.945 ac. Margaret Spence Read & Stevens, Inc. ;
T.J. and Doris Kimbley

443 4.945 ac. . <o
444 4.945 ac. " "
i 445 4.95125 ac. " - -
o
§ 446 4.95125 ac.***Listed Below Roy McKay ;
E 447 9.90259 ac. E.L. and Maxine Dornan J.R. Rowan .
{
; 448 10.000 ac. ***Listed Below Roy McKay $
i 449 5.00 ac. " i }
i 450 5.00 ac. b "
467 5.00 ac. ¥ - f
458 5.00 ac. " * ) é
469 © 10.00 ac. Everett D. and Beulah Cities Service- E
M. Hardesty %
470 9.90250 ac. Margaret Spence and Read & Stevens, Inc.
T.J. and Doris Kimbley
i
. 471 4.95125 ac. **Listed Below James E. Kiehne
472 4.95125 ac. Ruth M. Caumpbell James Isbell
E Lot 4 and : y
£ : SE/4SW/4 79.65 ac. *Listed below Coquina 0il Corp. z
: ;
. TOTAL 318.34 ac. :
*R.M. Williams and his wife **Harold W. Barnes and his wife |
Jacquelyn C. Williams Delia Barnes, David L. f
Jim L. Sharp, and his wife, Kathryn Sh.rp Barnes and his wife Dorothea S
R.W. Samith and his wife, v Barnes and Talmadge Gleaton,
Evelyn Saith Individually and as Independent
Barrcy L. Antweil cxecuator of the Estate of Ruth
Mark R. Antwell M. Gleaton

Donald E. Blackmar and his wife, Nell L. Blackmar
Brenda Ann Moran

Alan Antweil Trustee of the Trust bEstiate knowa
as the Alan Antweil and Mary Frances Antwell
Trust.

*%x% Dr, Leland L. Fellows, bLoralea Saanders Bean,
Dora S. McKnight, Trustees of the Estates of
L.T. Lewis and Nellie Lewis.
Dora L. Sanders, and Leland 1. Fellows and Doralea
S. Bean, Trustees of the bora jlewls Sanders Trust,
Leland Lewis vellows Trust and Doralea Sanders Bean Trust.,

Pape 2 ot 3




T BB s o

Qs 0 iy C

' TRACT 383, 4.94 acres
Acres owned Tract Royally Tract L
Under Tract 383 ___Owner

1.3832000 University of Missou M}' ﬁ Ronnie Ward
1.3832000 \\ Ellis Fischel Statc Wa/; M

Cancer lHospital ﬁ'

. 0658996 Catherine R, Sanders M’i Ronnie Ward
.0658996 Helon M. Cox w Ronnie Ward

} . 0658996 Veva J. TIsreal Ronnie Ward _
l . 0658996 ) R.K. Mclwen Ronnic Ward
H
i .065899%6 Fred McNabb Ronnie Ward
! |
: .0329004 Goldic M. Xirk Ronnie Ward
é .0164008 Lois Jare Yantis Ronnie Ward
: .0164008 Whitson J. Kirk, Jr. Ronnie Ward
1.1856000 Ronnie Ward Ronnie Ward

.0988000 \Bclle Amunds A0 O unleased
.0988000 \I‘he lma Edwards [y P a‘ unleased
-3952000 \Imogene Tappana Mw unleased -

4.9400000 acres

PRETTE R




505/622-3710

Non-recoverable equipment
Administrative overhead

Miscellaneous expenditures
Plugging and abandonment

Water 35,000 _ 35,000
Contingencies = bad
Sales tax i b
TOTAL INTANGIBLES $1,230,892 ¢1,345,892
WELL TANGIBLES
Surface casing __ 400 £t of __ 16 in @ $ 392.66 /1t $___ 15,864 $_ 15,864
Protective casing 3000 ¢t of10 3/4in @ $22.02 /1t 66,060 66,060
Production casing 3600 1t of 7 5/8in @ §29.96 /1. _ 287,616 _287,616
Tubing 12,600t of 2 7/8in. @ $.6.39 _ /ft. - __ 80,514
Liner _3500ft of 5  in @ $. 28.75 /ft. — 100,625
Well head equipment = 48,000
Other sub-surface equipment - 15,000
Other surface well equipment = 10,000
TOTAIL TANGIBLES .. 369,540 $ 623,679
TOTAL WELL COST $ 1,600,432 $1,969,571
(A) Well cost to casing point $1.600,432 y
(B) Well cost after casing point 457,639 K‘/
PRODUCTION EQUIPMENT
Hauling and freight . $_._ 5,000
Supervision, labor, contract services - _...4,000
Miscellaneous connections, fittings - 3,000
Line pipe = 1,500
Pumping equipment - - ——
Tankage 2 - 300 lbs — ~15.000
Separator - 25,000
Dehydrator P e
Heater-treater - e
Other. — - . S —— =
TOTAL PRODUCTION EQUIPMENT s R $. 93,500
TOTAL AFE sgl_aoo 432 2,023,071
TOTAL PREVIOUS ESTIMATES S e _
TOTAL TH TIMATE 1, 600 432 52 OzszlJ
| BEEORE EXAMIMER NUTTER |- e
APPROVAL
\ J
doap At CONSERVATIGN %%lg“ﬂ TITLE: DATE: INTEREST:
K-S ExripiT NO._3
CASENO. 7 B G D ——

3,000
20,000

10,000

READ & STEVENS, INC.
WELL COST ESTIMATE
AUTHORIZATION FOR EXPENDITURES

AFENO. 2. Prepared By:_ Bruce Stubhs

Date. June 3, 1981 .

Well Name Kimbley #1 Prospect Name =

Location ___ W/2 Sec, 19-235-28E — County__Eddy _ ___ _ State_ _NM __

Est. Total Depth_12,900  pormation Morrow .

Drilt: Wildeat _ X Development Original Supplement Revised

Workover: Recompletion____ . = Maintenance Estimate Estimate Estimate_X____

Description of Work:

GROSS COSTS

INTANGIBLES Dry Hole Producer

Location preparation and damages $_ 30,000 $30,000

Contractor’s /footage charge -t @$ = __per ft. — =

Contractor’s day work 80 days @ § 8550 per day 685,392 _685,392
- Bits and reamers —15,000 15,000

Mud, chemicals and mud services 125,000 125,000

Equipment rentals 30,000 90,000

Logging and testing —22,000 55,000

Mud logging —18,000 18,000

Hauling and freight — 20,000 20,000

Supervision —-15,000 15,0600

Cement and cementing services — 45,000 60,000

Perforating, acidizing and fracturing = — 80,000

Completion workover and swabbing units - = 30,000

Contract services . — 4,500 —— 4,500

3,600

20,000
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between READ & STEVENS, INC. .
__P.0. Box 1518, Roswell, New Mexico 88201 Cheremafter destgnated and
referred to as “Operator”, and the signatory party or parties other than Operator, sometimes hereinafter
veferved o individually hevetn as "Non-Operator™, aod eollechively ax " Non-Operators™, '

WITNESSETH!

WHEREAS., the parties to this agreement are owners of ot and gas Teases and or oil and gas in-
terests in the hnd dentified in Exhibit "A7, and the parties bereto have veached an apreement to explore
and develop these fvases and or ol and pas interests for the production of oil and gas 1o the extent and
as hereinafter provided:

NOW, THEREFORE. it is apreed as follows:

ARTICLE L
DEFINITIONS

As used in (‘his agrecment, the following words and terms shall have the meanings here ascribed
to them:

A. The term “oil and gas™ shall mean oil, gas, casinghead gax, gas condensate, and all other liquid
or gaseous hydrocarbons and other marketable substances produced therewith, unless an intent to
Iimit the inclusiveness of this term ix specifically stated.

B. The terms “oil and gas lcase”. “lease™ and “leaschold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties 1o this agreement.

C. The term “oil and gas inlerests”™ shall mean unleased fee and mineral interests in tracts of
land lying within the Contract Arca which are owned by parties to this agreement.

D. The term “Contract Arveca” shall mean all of the lands, oil and gzas leaschold interests and oil
and gas interests intended to be developed and opervated for oif and gas purposes under thix agreement.
Such lands. oil and pas leaschold interests and oil and gas interests e deseribed in Exhibit “A”™.

E. The term drtiting unit™ shidl meai the area fived for he doitfing of one well by ovder or tule
of any state or federal body having authority. 10 o deilling unit s not fixed by any such rule or order,
a drilling unit shall be the drilling unit as established by 1he pattern of drilling in the Contract Area
or as fixed by express agreement of the Dritline Partices,

F. The term “drillsite’” shal mean the oil and gas lease or mterest on which o proposed well is to
be localed.

G. The terms “Drilling Purty”™ and “Consenting Party” shall mean @ party who agrees 1o join in
and pay its share of the cost of any opetation conducted wader the provisiwons of this agreement,

H. The terms “Non-Drilling Pavty” and - Non-Consenting Party” shadl miean o party who elects
not to partictpate in o proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the
plural includes the singular. and the neuter gender inciudes the masculine and the femintne.

The following exhibits, as wdicated betow and attached bereto, e ineorporated  in and made a
part hereof:
{x A Exhibit "A” shall include the following information:
(1) Identification of unds subject to ggreement,
(2) Restrictions, if any, as o depths or formations,
(3) Perceentages or fractional interests of  parties to this agrecment,
{1) Oit and pus leases and or olf and cas inferests subjeet to this agccement,

(3) Addresses of purties for notice purposes.

1% B. Exhibit “B”. Form of Lease

X Ol Exhibit ~C70 Aceounting Procedue,

x 1. Exhibit D70 Inseranee,

X K. Exhibit “E7 Gas Bolunemn Avvecenent,

X1 Exbibit R Non-Discrimmnation and Cortifreation of Non-Scaorevated Facilitios,

It any provision of oy exhilnl, except Exbubnt cE70 s meots=tent with any provision contained

i the body of this aereement, the provi ions 1 the body o this aoreemient shall prevail,

e et n
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ARTICLE Q1L
INTERESTS OF PARTIES

A Oil and Gas Interests:

If any party owns an unteased oil andd eas interest in the Contract Arvea, that interest shall be
treated for the purpose of this agreement and during the termy hereol as if it were o heased interest
“under the form of oil and pas lease attached as Exhibit D70 As to sueh interest. the owner shatl re-
ceive royalty on production as preseribed in the farm of ol and gas lease attached hereto as Exhibit
"B, Such purty shall, however, be subjeet to all of the provisions of this agreement velating to fessees,
to the extent that it owns the lessee inferest,

B. Interest of Parties in Costs and Production:

Exhibit "A" lists all of the parties and their respective pereentage or fractional interests under this
agreement. Unless chinged by other provisions, all costs and Habilities incurred in operations under
this agreement shall be borne and paid. and all equipment and material acquired in operations on the
Contract Area shall be owned by the partics as their interests are shown in Exhibit “A™. All produc-
tion of oil and gas from the Contract Arca, subject to the payment of lessor’s rvoyalties which will be
borne by the Joint Account, shall also be owned by the parties in the same manner during the term
heresf: provided, howcever. this shall not be deemed an assignment or eross-assignment of interests cov-
ered herob}'.

ARTICLE 1V.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of
drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases
and or oil and gas interests included. or planned te be included. in the drilling unit around such well.
The opinion will include the ownership of the workine  inferest, minersls, toyaiiv, overriding royalty
and production payments under the appiicable leases. “At the time a well is proposed. each party con-
tributing leases and oy ot} and gas interests to the drillsite, or to be inctuded in such dritling unit, shall
furnish to Opervator all abstracts (ncluding Federal Lease Status Reports), title opinions, Utle papers
and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties, but necessary for the examination of title, shall be obtained
by Operator. Operator shall cause title to be examined by attommeys on s staff or by outside attorneys.
Copies of all title opinious shall be furnished to ench porty heveta The cost incurred by Operator in
this title program shall be borne as follows:

Oplion_~0, 10 CoONE DT ed by OFTaTor 10 procar e s s e oo — e
reliminary. supplemental, shutl-in gas voyvalty opinions and chses
art of the administr

o title opintons) shatl be
ative oxerkend-os provided in Exhibit ~C and shall not be a direet charge, whethe
ed by _Opcerator's staff altornevs or by outside attornevs,

i Q&n__}\:':;_/i Cote incuvica by Operator i procuring abstracts and fees paid  outside attorneys
for title examination {including preliminzay, supplemenstal, shut-in gas rovaliy opintons and division
order ttle opinions) shall be borne by the Drilling Parties in the proportion that the interest of cach
Drilling Party bears to the total interest of ot Dritling Parties ax such interests appear in Exhibit ©A”
Operator shall make no charge for services rendeved by its staft attoraeys or other personnel in the
performance of the above functions.

Each party shall be responsibic Tor securing cavative nntter and pooling amendments o0 agreements
required in connection with leases or ot and gos interests contributed by such party. The Operator shatl be
responsible for the preporatton and vecording of Pocling Dectgoations or Declarations as well as the
conduct of hearings Lefore Governmentad Apencies for the securing of spacing or pooling orders. This

shall not prevent any party from appearing on s own behalf ot any sech hearing,
No well shall be diitled on the Contraet Avea untl arter (1) the Gtfe to the deitlsite or duifling unit
has been examined as above provided, oud ¢2) the title Tas been approved by the exvauining altovaey ov

title has been accepted by ail of the pavtiez who are to particpite in the drilling of the well.

B. lLoss of Title:

1. Faitlure of Title: Shoudd any ol and gos miterest o Jeaces on nterest therein, be lost through

failure of title, which toss resuMe o o reduction of fnterest froan thet o on Bxhinit A7 this ageee-

ment, nevertheless, sindl o contivge i boeve o to b verne e vl el s T e e anterests anad
(o) The paity s hooe ol tand e beace o mterest o catoesed by e tithe Saduee sthadt bear alone
the enlire doss cand b Lot not b cntithod o verver jrom Operaton o0 The aflier pastes sy devetopment

[
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or operating costs which it may have theretofore paid, but there <hall be no anonetary lability on its
part to the other parties hereto for drilling, development. operating or ather similar costs by reason of
such title failure: and
{b) There shall be no retroactive adjustment of expenses incurred or revenues received from the
- operation of the interest which has been lost, but the intevests of the parties shali be revised on an acre-
e;asxs, as of the time it is determined finally that title failure has occurred, so that the interest of
' lease or interest is affected by the title failure will thereafter be reduced in the Contract
the "amount of the interest lost; and
(¢ ) If the proportionate interest of the other parties hereto in any producing well theretofore drilled
Shﬂe'Contracj Area is mcreased by reason of the title faxluxe the party whose title has fa)led shall

o Wy -

{e) Any liabi_]ity to account to a third party for prior production of oil and gas which arises by

in such prior production; and

(f) No charge shall be made to the joint account for lesal expenses, fees or salaries, in connection
with the (;i'efe_nse of the interest claimed by any party hereto, it being the intention of the parties
. hefeto that‘€ach shall defend title to its interest and bear all expenses in connection therewith.

2. Loss hy Non-ngmém or Erroneous Payment of Amount Due: If, through mistake or oversight,
any rental, shut-in well payment, minimum royalty or royalty payment, is not paid or is erroneously
v paid, and as a result a lease or interest therein terminates, there shall be no monetary liability against
~the party who failed to make cich payment. Unless the party who failed to make the required payment
secures a new lease covering the same interest within ninety (90) days from the discovery of the fail-
ure to make proper payment, which acquisition will not be subject to Article VIILB.., the interesis of
the parties shall be revised on an zereage basis, effective as of the date of termination of the lease in-
volved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event
the party who failed to make the required payment shall not have been fully veimbursed, at the time of
the loss, from the procecds of the sale of ol and gas attvibutable to the lost interest. calculated on an

acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrciovered actuad costs therctofore paid by it (but not for its sharve of the
cost of any dry hole previously drilled or wells previousty abandonced) hrom <o much of the following
as is necessary to effect reimbursement:

{a) Proceeds of oil and gas. less operating expenses, theretofore aceraed to the credit of the lost
interest, on an acreage basis, up to the amount of unrecovered costs:

{b) Procreds, less operaling expenses. thereafter accrued attributable to the lost interest on an
acreage basis, of that portion of oil und gas theveafier produced and marketed  (excluding production
from uny wells thereafter drilled) which, in the abseice of such lease termination, would be attributable
to the lost interest on an acrcage basis, up to the amount of Coiccovered costs, the proceeds of said

1€ poriion o the a1l and gas to be contributed by the other partivs i propostion to thelr respective in-
47  terests; and

48 (¢) Any monies. up to the armount of unrecovered costs, that may be paid by any party who is, or
49 beeomues, the owner of the interest Jost, Yor the privilege of participating in the Contract Arci or be-
50 coming a party to this agreement

52 3. Other Losses: AR losses incurred, other than those set Jorth in Articles 1V.BL and 1V.B.2.
53 above, shall not be considered fnilure of title but shall be joint losszes and shall be borae by all parties
54 in proportion to their interests. Theve shall be no veadjustiment of interests in the vemuining portion of
55 the Contract Arca.

57 ARTICLE V.
38 OPERATOR

60 A, DESIGNATION AND RESPONSIBILITIES OF OPERATOR:
(i}

62  READ & STEVENS, INC. shatl be the
63 Opcratar of the Contract Avea, wnd shall conduct and diveel and hoeve (0l contiol of all operations on
64 the Contract Arca as permitted and reqrired by, and withan the timits of ) this aoreement, It shatl con-

653 duct alt such operations in a good and workmanlike manner. but it shall have no Liability oz Operator

66 to the other parties fo1 losses sustinned o lHabilitios incorred, caeept cuch o may result from pross
67 neglicence or witlful miscondie

1) ‘

LY

70
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B. Resignution or Removal of Operator and Selection of Successor:

1. Resipgnation o Removal of Operator Operator e te ey ot ony tine by giving winitten notier
thereof to Non-Operators. If Operator earnunetes o5 lenal esntencee. o longer owns aninterest in Lhe
Cobliract Avca, or ix no donger capable ol serving as Operador b <habl cease to be Operator without any

action by Non-Opevitar exeept the setection of o suece. a0 Operatng may he romoved §F ot fals or

refuses to carry out ats duties hercunder, or becomes msalvent. hankiapt or s placed in reccivership,
by the affirmative vote of two (2) or more Non-Operators onosne oonjority interest baeied on owaer-
ship ax shown o Fxhibit =A™ ol not o the namber of fontie somainime after exelnding the voling
interest of Operator, Such resignation or vemoval shidl ver Becorne effective antil 7:00 o'clock AM.
on the [st day of the calendar month totlowme the expaation of moety (88 davs after the giving of
notice of resignation by Operator or action by the Non-Opevators to remaove Operator, uanless o successor
Opcrator has been selected and assumes the dutios of Operatos Wt o carher date Opecator, after effect-
ive date of resignation or removal, shall e hound by the terme hetead e a0 Non-Operator. A change of
a corporvate noamwe or strocture of Operator ov transter of Operatonr’s ntarest to any single subsidiary,
parent or successor corporation shall not oe the bhasis tar vemoval ot Operator,

2. Selection of Successor Operator: Upon the vesipnation o vemewval of Operator, a suceessor Op-
erator shidl Lo sclected by the Partiess Tae successor Operator <hall be selected from the parties owning
an interest in the Contract Avenc at the time such succesor Operator s selected 1 the Operator that
is removed fwils to vate or votes only to steceed itself the deecaar Qperaton <badl be sebeeted by the
affirmativy, vole of twe (2} or mione partios owning & nngersty nterest based on ownership as shown
on Exhibit “"A". ind not on the ntanber of partios rennone: atier excludine the vatimge interest of the
Opevator that wis removed,

C. Employees:
The n bt [ lovees il by Operstor v hctinge Gations g e Joolt
he number of cmployvees used b perador an corddicting operations hereunder, then seleclion,

and the hours of tebor and the compuonsition for scevviees paostormed, shall be determined by Operator,
and all such employees shall be the cmplovees of Operatar

D. Drnliing Contracts: -

All wells drilled on the Contract Arvea shall be dritled on o competitive contract basis ot the usual
vates prevailing in the areas IF 3 s destres, Operator may cimploy its own tuoks and equipment in the
drilling of wells, but its charges therefor shall not exceed the prevagme rales in the area and the rate
of such charges shall be apreed upon by the parties nnowriting betore dolhing operations are com-
menced, and such work shall be performed by Operator soder the <ame terms and condilions as are
customary and usual i the aved e cantracts of independent eomtractors who arve doing work of o sim-
ilar nature.

ARTICLE VL.
DRILLING AND DEVELOPMENT

A, Initial Well:

On or before the  20th day ot Novamber S 81 Operator shall comimence the diill-

ing of o well for oif and g at e follawine focations

2310 FHL and 1ug?' WL Section 19-235-28B

and shall therealter contmue the aoddinng ot the weil wrh oboe dobieonee 1o

Adequately test the Morvow formation at Arproximately 12,90Q' from the surface.

untess geandie o ot proochesdiv nepseeetabie cabot o coedaes o e hoter swvhch renders

Further drilbine pepractiond, o epeeontere b ot o le e o v nsle o add peetes aeree Lo eoniplete or

L

bandon the wellb ot o lessor depth

Operator shull make veasonable stz o all tormations coconmtered during deibling which give in-
dication of containing oil and gos in quantities sufficient Lo test, unless this agreement shall Hd Jimited
in its application to u specific formation or formations, in which event Operator shail, be vequired o

test only the formation or formations lo which this agrcement may apply. f’ v

If, in Operator's judpment, the well will wot produce ofl or gas i paying quantitics, and it wishes
to plug and abundon the well as o dry hole, i€ shalt fivst seeure the consent of alf parties and*shall
plug and abandon same as provided in Article VILE L hereot.

v
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B. Subsequent Qperations:

1. Proposed Operations: Should any party herelo desive to drill any well on the Contract Area
other than the well provided tor in Article VLA or ta rework, deepen or plug back a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and nol then producing
in paying quantitics, the party desiving to dritl rework. deepen o plug buck such a well shall give the
other parties written notice of the proposed operation, speeifying the work to be performed, the loca-
tion, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall have thivty (30) davs after receipt of the nolice within which to notify the
parties wishing to do the work whether they elect to participate in the cost of the proposed operation.
If a drilling rig is on tocation, notice of proposal to rework, plug back or deill deeper may be given
by telephone and the response period shatl be limited to forty-cight (48) hours._exclusive of Saturday,
Sunday or legal holidays. Failure of a party receiving such notice to reply within the period above fixed
shall constitute an election by that pacty not to participate in the cost of the proposed operation. Any
notice or response given by telephone shall be promptly confirmed in writing,

2. Operations by Less than ANl Parties: If any party receiving such notiee as provided in Article
VLB.1. or VLE.1. clects nol to participute in the proposed operation. then, in order to be entitled to
the benefits of this article, the purly or partics giving the notice and such other parties as shall elect
to participate in the operation shall, within sixty {60) dayvs after the expiration of the notice period of
thirty (30) davs (or as promptly us possible after the expiration of the forty-cight (48) hour period
where the*drilling rig is on loculion, as the case may be) actually commence work on the piroposed
operation and complete it with due diligence. Operator shall perform all work for the account of the
Censenting Parties: provided, however, if no drilling rig or other equipment is on location, and if Op-
erator is a Non-Consenting Parly. the Consenting Parties shall either: (a) request Operator to perform
the work required by such proposed operation for the account of the Consenting Parties. or (b) desig-
sate one (1) of the Consenting Parties asx Qperalor to perform such work., Consenting Parties, when
conducting operations on the Contract Avea pursuant to this Article VILR.2. shall comply with all terms
and conditions of this agrcement.

If less than all parties approve any proposed operation, the propasing party, immediately after the
expiration of the gpplicable notice period. shall advise the Consenting Parties of (u) the total interest
of the parties zpproving such operation. and (b) its recommendation as to whether the Consenting Par-
ties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48)
hours (exclusive of Saturday. Sunday or Jegal holidays) after receipt of such notice, shall advise the
proposing party of its desire o (a) limit participation to such party’s interest as shown on Exhibit “A”,
or (b) carry its propottionate part of Non-Consenting  Parties’ intevest. The proposing party, at its
clection, may withdraw such proposal if there is insufficient  parvticipation, end shall promptly unotify
all parties of such decision,

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in
the preportions they have clected to bear same under the tevmx of the preceding paragraph. Consenting
Parties shall keep the leasenold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or avising from the operations of the Consenting Parties. If such
an operation results in a dry hole. the Consenting Pavties shall plug and abandon the woll ot iheir sole
cost, risk and expense If ony owell dudiied, reworked. deepencd or plugged back under the provisions
of this Article resulls in a produccr of oil and ov gas in paving quantities, the Consenting Parties shall
complete and equip the well to produce at thebr sole cost and ik, and the well shall then be turned
over to Operator and shall be operated by it ot the exponse and for the account of the Consenting Parties.
Upon commencement of operations fov the drilling, reworking, deepeninge or plugging hack of any such
well by Consenting Parties in accordance with the provisions of this Avticle, cach Non-Consenting Party
shall be deemed to have relinguished to Consenting Pavties, aud the Conseniing Pocties shall own and
be entitled to veceive, in proportion to their respective interestz. all of such Non-Consenting Party's
interest in the well and share of production therefrom until the proceeds of the sale of such sharve,
caleuluted at the welll or market value thereol of such shore s nat sold (after deducting production
taxes, royvally, overviding vovaily and other interests existinge on the effective date heveol, pavable oul of
or measured by the production from such well Gecrulnge with respect to such interest until it reverts)
shall equal the tofal of the following:

(a) 1009 of cach such Non-Conscentine Party’™s shave of the cont of nny newiy acquired suvface
cuipment beyvond the welthead connections (including, huat not himited  to, stock  tanks, sepuarators,
tresters, pumping cquipment and piping). plus 1007 af caci snete Non-Consenting Party's share of the
cost of operation of the well commencing with fivst vroduetion and contimuing until cach such Non-
Consenting Party's velinguished  interest shall revert to ot under other provisions of this Artiele, it betng
agreed that cachy Non-Consenting Pavte’s shure of such coxte nd equipment will be that interest which
would have been chargeable to cach Non-Consenting Party had 1t partieipated v the woll from the b
ginning of the operation: and

{3 300." of that portion ol the costs and expenses of dvdling vreworking, deepening, or plugging
back, testing and completing, after deducting any cash contiibubions veeeived under Avtiele VHLC, and
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300% of that portion of the cost of newly acquired equipment in the well (1o and including the well-
head connections), which would have been chargeable to such Non-Consenting Party if it had partici-
pated therein.

Gas production attributable to any Non - Consenting Party's relinquished interest upon such Party’s
election, shall be sold to its purchaser, if available, under the terms of its existing gas sales con-
tract. Such Non - Consenting Party shall direet its purchaser to remit the proceeds reccivable from
such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
ered from the Non - Consenting Party's relinquished interest. It such Non - Consenting Party has not
contracted for sale of its gas at the time such gas is available for dedivery, or has not made the elec-
tion as provided above, the Consenting Partics shall own and be entitled to receive and sell such Non-
Consenting Party’s share of gas as hereinabove provided during the recoupment period.

During the period of time Consenting Parties ave entitled 1o veccive Non-Consenting Party'’s share
of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of
all production, severance, gathering and other taxes, and all royalty, overriding royally and other
burdens applicable to Non-Consenting Party’s share of pruduction.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost. ull casing, tubing and other equipment in the well, but the ownership of
all such equipment shall remain unchanged: and upon abandonment of u well after such reworking,
plugging back or deeper drilling, the Consenting Farties shall account for all such cquipment to the
owners théreof, with each parly receiving its proportionate part in kind or in value, less cost of
salvage.

Within sixty (60} days after the completion of any operation under this Article, the party con-
ducting the operations for the Consenting Parties shall furnish cach Non-Consenting Party with an in-
ventory of the equipment in and cennected to the well, and an itemized statement of the cost of drilling,
deepening, plugging back, testing. completing, and equipping the well for production: ov, at its option,
the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed
statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
reimbursed as preovided above, the Party conducting the sperations for the Consenting Tariies shall fuin-
ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the
operation of the well, together with a statement of the quantity of oil and gas produced from it and the
amount of proceeds realized from the sale of the well's working interest production during the preceding
month. In determining the guantily of oil and gas produced during any month, Consenting Pacties
shall use industry accepted methods such as, but not limited to. metering or periodic well tests. Any
amount realized from the sale or other disposition of equipment newly acquired in connection with any
such operation which would have been owned by a Non-Consenting Pavty had it participated therein
shall be credited against the total unreturned costs of the work done and of the equipment purchased,
in determining when the interest of such Non-Consenting Party shall revert to it as above provided:
and if there is a credit balance, it shali be paid to such Non-Consenting party.

If and when the Consenting Partics recover from a Non-Concenting Pariy’s rclinquished interest
the amounts provided for above. the relinguished interests of such Non-Consenting Party shall autlo-
matically revart tn it and from and ofter such reversion, such Noi-Covsvating Darly shall own the same
interest in such well. the material and equipment in or pertaining thereto, and the production there-
from as such Non-Consenting Party would have been eatitled to had it participated in the drilling,
reworking, decpening or plugging back of satd well. Thereafter., such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operation of said well in
accordance with the terms of this agreement and the Accounting Procedure, attached hereto.

Notwithstanding the provisions of this Article VB2 11 is agreed that without the mutual consent
of all parties, no wells shall e completed in or preduced from a source of supply from which a well
located clsewhere on the Contract Arca is producing, unless such well conforms to the then-existing
well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilting of the initial
well deseribed o Avticle VEAL cxcept (a) when Option 20 Article VIID.L., has been selected, or (b)
to the reworking, decpening and plugeing back of such mitinl welll if such well is or thereafter shall
prove to be a diry hole or non-cenumercial well, after having been drilled to the depth specificed in Avticle
VILA.

C. Right to Take Produection in Kind:

Each partly shull Lave the right to tuke in kind or separately dispose of its proportionate share of
Al oil and pas produced from the Contract Avea, excheave of production which mav be used in de-
velopmoent and producing operations and i preparing and freating oil Tor marketing purposes and
production unavordably Jost. Any extra expenditure mearved in the taking in Kind ar sepavate dispo-
sition by any putly of ils proportionate share of the prodoction shall be borne by such parly.  Any
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party taking its shure of production in kind shatl be vequared to pay tor anly its proportionate share
of such part of Opcerator's surface factlition wihich 10 uses,

Each party shall exccute such division orders and contracts a: oy he necessary for the sale of its
interest in production from the Contract Avea, and, exeept as provided in Avticle VILB., shall be entitled
to receive payment direc! from the purchuser thereof for ats share of all production.

In the event any party shall il to make the arrangements necessary o take in RKind or separately
dispose of its proportionate share of the oil and gas produced from the Contricet. Arca, Operator shatl have
the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
oil and gas ov sell it to others at any finwe and Trom time to time, for the account of the non-taking
party at the best price obtainable in the arca for such production. Any such purchase or sale by Op-
erator shall be subject always to the right of the owner of the production (o exercise at any time its
right to take in kind. or separately dispese of, its share of all oil and gas not previously delivered to a
purchaser. Any purchase or sale by Operator of any other party’s share of oil and gus shall be only for
such reasonable periods of time as are consistent with the minimum needs of the industry under the
particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the
foregoing, Operator shall not make a sale. including one into interstate commeree, of any other party’s
share of gas production without first giving such other party thirty (30) days nolice of such intended
sale.

In the,event one or more parties’ separate disposition of its shave of the gas causes split-stream de-
liveries to separate pipelines and or deliveries which on o day-to-day basis for any reason are not
exactly equal to a party’s respective proportionate share of total gas sales to be allocated to it, the
balancing or accounting between the respective accounts of the parties shall be in accordance with
any Gas BRalancing Agreement between the parties hercto. whether such Agreement is attached as
Exhibit “E”, or is a separate Agreement.

D. Access to Contract Area and Infermation:

Each party shall have access to the Contract Arca at all reasonable times, ot its ssle risk to inspect
ot vbserve operations. and shall have usccess at reasonable times to information pertaining to the de-
velopment or operation thercof, including Operator’s books and records.relating thereto. Operator, upon
reguest, shall {urnish each of the other poarties with copics of all formz or reports filed with govern-
mental agencies, daily drilling reports, well logs. tank tables, daily gauge and run tickets and reports
of stock on hand at the first of each month, and shall make available samples of any cores or cutlings
taken from any well drilled on the Contract Avea. The ecoxt of gathering and furnishing information to
Non-Operator, other than that specified above. shall be chavged to the Non-Operator that requests the
information.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Excvept fovr any well drilled pursuunt to Article VIB.2., any well
which has been drilled under the terms of this agreement and is proposed to be completed us a dry hole
shall not be plugged and abandoned without the consent of ¥l partivs. Should Operator. after diligent
effort he vnokle to contill any party, of snoutd any party fail to rveply within {forty-cight (48) hours
(exclustve of Saturday, Sunday or legal holidays) after receiplt of notice of the proposal to pheg and

abandon such well, such party shall be deemed to have consented to the proposed abandonment. Al
sucn vells shall be plagged and abandoned in accordance with applicanle regulations and at the cost,
risk and expense of the parties who participated i the cost of driling of such well. Any party who ob-
jeets to the pluegine and abandoning such well shidl have the vichit to take over the well and conduct
{urther operations in search of otl and or cas subject to the provisions of Avticle VILB.

2. Abuandonment of Wells that have Produced: Except for any well which has been deilied or re-
worked pursuant to Arvticle VILB.2, heveof for which the Consenting Parties have not been fully reim-
bursed ws therein provided, »ny well which huas been completed as a producer shall not be plugged and
abandened without the consent orf all parties. It all parties consent to such abandonment, the well shall
be plugued and abandoned in accovdance with applicable reculations and ot the vost, risk and expense
of all the partiex hervetos 1 within thavty {30y days after veceipt of notice of the proposed abanrdonment
of such weil, all purties do not agree to the abando yment of any well those wishing o continue its op-
cration shall tender to cach of the other parties its proportionate shove of the value of the well's salvable
matcrial and cquinment, determined in gccordance with the provisions ot Exhibst <C™ less the estimated
cost of salvaging and the estimated cost of plneeing and  abandonine. Fach abandonine party shadl
assipgn 1o the non-abandoning parties, without warranty, exopress or gnplied. as Lo tithe oy as to quantity,
quality, or fitness for use of the ecquipment and materal, atl of s interestin the well and related equip-
ment, together with its intevest in the Teasehold oqtite on o) it ondy as to, the interval or infervals of the
formsation or Tornudions then open to pradueiion I the b e of e ahandomne pariy is or ineludes
anoil aned gas interest, sach party shall evecate and debiver to the non-obandomng party or parties an
ol and gas Tease, Tmited to the interval or intervids of the fonmation o fonmations then open to produce-

tiom, Lo o term of ane vear and so lone theveattes as orl pad or v is prodiuced Trom the interval or anter-
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vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
“B". The assignments or leases so lmited shall encompiss the cdrilling unit™ upon which the well is
located. The pavments by, and the sssignments or leases to, the assignees shall be in a ratio based upon
the relationship of their respective percentages of participation in the Contract Avea to the aggregale of
the percentages of parvticipation v the Contract Avea of all assignees There shall be no readjustment
of interest in the remaining portion ot the Cantract Avea.

Thereafter, abandoning parties shall have no further responsibility, Huability, or interest in the op-
eration of or production from the well in the interval or intervals then open other than the royalties
retained in any lease made under the terms of this Article,  Upon  request. Operator shall continue to
operate the assigned well for the account of the non-abandoning parties ot the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of
the separate owncership of the assiganed well

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liabuity of the parties shall be several. not joint or collective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate share of the costs of developing
and operating the Contract Area. Accovdingly, the liens granted amoiy the parties in Article VILB. are
given to secure only the debts of each severally. It is not the intention of the parties te create, nor shall
this agreement be construed as creating, a mining or other partnership or association, or to render the
parties liable as partners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gos rights in the Contract Area, and a
security intevest in its share of oil and or gas when extracted and its interest in all equipment, to secure
payment of its share of expense, {ogether with interest thereon at the rate provided in the Accounting
DProcedure attachad heveto as Exhibit “C. To the extent that Operator has a security interest under the
Uniform Commercial Code of the State. Operator shall be entitled to exercise the rights and remedies
of a secured party under the Code. The bringing of a suit and the oblaining of judgment by Operator
for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-
Operator in the payment of its share of expense, Operator shall have the right, without prejudice to
other rights or remedies, to collect from the purchaser the proceeds from the sale of such Non -Operator's
share of ail and or gus until the amount owed by such Non-Operator, plus interest has been paid. Each
purchaser shall be entitled to rety upon Operalor’s written statement concerning the amount of any de-
fault. Operator grants a hke lien and security interest to the Non-Operators to secure payment of Op-
erator’s proportionate share of expense.

If any party fails or is unable to pay its shave of expense within sinty (60) days alter rendition of
a statement thercfor by Opcerator. the non-defaulting parties, including Operator, shall, upon request by
Cpeorater, pay the anpaid winount In the proportion that the interest of each such party bears to the in-
terest of all such parties. Each party so paving its share of the unpaid amount shall. to abtain reimburse-
ment thereof. be subrogated to the security rights deseribed in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses
incurred in the development and operation of the Contract Avea purstant to this agreement und shall
charge each of the paridies hereto with their vespective proportionate shares upon the expense basis pro-
vided in the Accounting Proceduve attached hereto as Exhibit C”. Operator shall keep an accurate
record of the joint account herctinder. showing expenses earred and charges and  credits made and
received.

Operator, at its clection, shall have the rieht frong time o time to demand and reccive from the
other partics paymwent in advance of theiv vespective shaves of U estimated amount of the expense to
be incurred in operntions hercunder durins the nest sucescdine month, which right may be exercised only
by submission to cach such party of an itemized statenn nt of such eslimated expense  topgether with
an invoice for its shave theveof, FEoelh such sGitorment and pmvotee for the pavment in advance of esti-
mated expense shall be submitted onc o betore thee 20th die of the nest preceding month, Each party
shall puy o Opevator it proportionate shave of such catimate withan fifteen (13) days after such os-
timate and invorce 1< recerved. Tany party Loals to pav ifs <hiine o =oid esthinte within said time, the
amount due shall bear peterest e proceded oo Bababyt 07 vy saed s Proper adinstment shall be
made monthly Letwoerr aovances wnd actuad expense toothe vpd that cach piaty shall bear and pay its

proportionate shave of acton] expenses aneacied, and wo more
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D. Limitation of Expendilures:

1. Drill or Deepen: Without the consent of all parties, no well shadl be drilled or decpened, ex-
cept any well drilled or deepencd purstant to the provisions of Article VB2, of this Agreement, it being
understood that the consent to the drilling or deepening shall include:

g or (eepenthg,  lesting,  compleling. an
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X Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When
such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
mediate notice to the Non-Operators who have the vight to participate in the completion costs. The parties
receiving such notice shall have forty-cisht (48) hours (exclusive of Saturday, Sunday and legal holi-

. days) in which to elect to participate in the setting of casing and the completion attempt. Such election,

when made, shall include consent tc all necessury expcr;diturcs for the completing and equipping of such
well, including necessary tankage and or surface facilities. Failure of any party receiving such notice
1o reply within the period above fixed shall constitute an election by that party not to participate in
the cost of the completion attempt. If one or more. but less than all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article VLB.2. hercof (the phrase “reworking., decpening or
plugging back™ as contasined in Article VI.B.2. shall be deemed to include “‘completing™) shall apply to
the operations thereafter conducted by less than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agree-
ment, it being understood that the consent to the reworking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and equipping of
said well, including necessary tankage and or surface facilities.

2. Other Opecrations: Operator shall not undertake any single project reasonably estimated to require

an expenditure in excess of Ten-Thousand .. _ . . _._ Dollars($ 10,000 )
except in connection with a well, the drilling, reworking. deepening, completing, recompleting, or plug-
ging back of which has been previously duthorized by or pursuant (o this agreement: provided, how-

ever, that, in case of explosion. fire. flood or other sudden emergeney. whether of the same or different
nature, Operator 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 Operator, as promptiy as possible, shall report the emer-
gency to thce other parties. If Operator prepares “Anthority for Expenditures™ for its own use,
Operator; upon request, shall furnish copies of its “Authority for Expenditures™ for any single project
costing in excess of ______ Ten-Thousand _.Dollars (s . 10,000 ).

E. Royalties, Overriding Rovalties and Other Pavments:

Each party shall pay or deliver, or cause to be paid or delivered, all royvalties to the extent of
25% duce on its sharve of production and shali hold the other varties free

from any liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
ment is subject to any voyvalty, averriding vovalty. production payment, or other charge over and above

the aforesaid royalty, such partv shall assume and alove hooe 2l soeh oblizgtiong aid shall account

for or cause to be accountea for, such interest to the owners thercof.

No party shall ever be responsible, on any price basis hicher than the price veeeived by such party,
to 2ny other party’s lessor or voyally owner: and if any sach other party's Iessor or royalty owner should
demand and receive settlements on a higher price basis, the party contributing such lease shall bear the
royalty burden insofar as such higher price is conceirned,

F. Rentals, Shut-in Well Payments and Minimum Royaltics:

Rentals, shut-in well nayments and nanimuam royalties which may be required ander the terms of
any lease shall be paid by the party or parties who subjected such lease to this agreemoent at its or their
cxpense. In the event two ar more parties own and have contributed interests in the smne lease to this
agreement, such parties may designate one of sich parties to noake =aid pasiments for and on hehalf of all
such partics. Any porty may reguest, and shall he entitied to receive, proper evidence of alt such vay-
ments, In the event of Tatlure o mmake proper payment of any entad, shuot-: well payvment or minimum
rayalty through mustake or oversight where such pavient & orequived to condnuoe the lease in foree,
any loss which results from sueh son-payvinent shadl be borve iy accordanee withy the provisions of Avticle

V.12

Operator shall notily Nan-Operator ot the anticspaded campletinn ot oo sbor - s wel], o the shat -
ting in oor retarn to production of oo produeine conowelo ot eae e ch g s Cosenn B Sattinday, San-

v

dicy anel holidava ), or ot the eelic © opn e bents petiat el T o e L prnoy o taking snedy acton,

but assumes no Labilite tor finlure fo do o0 In e event ot Tohire by Operator to o notify Non-

Operator, the Joss of gy fease contritnited hereto by Non Openatonr dor Tinhire to anake Umely pavments

9
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of any shut-in well payment shall be borne jointly by the parties heveto undey the provisions of Article
1V.B3. :

G. Taxes:

Beginning with the first calendor yvear after the effective date hereof, Operator shalt vender for ad
valorem taxation all property subject to this agreement which by law should be rendered for such
taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
dition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not be
limited to, royalties. overriding royalties und production pavments) on leases and o1l und gas interests con-
tributed by such Non-Operator. If the assessed viduation of any leaschold estate is reduced by reason of its
being subject 1o outstanding excess royvalties, overriding revalties or production payments, the reduction in
ad valorem laxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold
estate, and Operator shall adjust the charge to such owner or owners %o as to vefleet the benefit of such
reduction. Operator shall bill gther parties for their proportionate share of all tax pavments in the man-
ner provided in Exhibit “C”.

It Operator considers any tax asscssment improper, Operator may, at its discretion, protest within
the time and manner prescribed by iaw. and prosecute the protest to a final determination, unless all
parties agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any interest and
penalty. When any such protested assessment shall have been finally determined, Operator shall pay
the tax for the joint account, together with any interest and penalty accrued, and the total cost shall then
be assessed against the parties, and be paid by them. as provided in Exhibit “C".

Each party shall pay or cause to be paid all production, severance, gathering and other taxes im-
posed upon or with respeci to the production or handling of such party’s shave of oil and,or gas pro-
duced under the terms of this agreement.

H. Insurance:

At all times while operations are conducted hereunder, Operator sh.oll comply with the Warkmen’s
Compensation Law of the State where the operations are being conducted: provided, however, that Op-
erator may be a self-insurer for liability under said compensation laws in which event the only charge
that shall be made to the joint account shall be an amourt cquivalent to the premium whick vould have
been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
benefit of the joint account of the parties as outlined in Exhibit “D7, attached to and made a part hereof.
Operator shall require all contractors engaged in work on or for the Contract Area to comply with the
Workmen's Compensation Law of the State where the operations are being conducted and to maintain
such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit “D", or subsequently
receives the approval of the parties. no divect charge shall be made by Operator for premiums paid tor

such insurance for Operator’s fully owned automotive cquipment.

ARTICLE VHL
ACQUISITION, MAINTENANCE UK TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement. insofar as they embrace acreage in the Contract Avea, shall
not be surrendered in whole or in part unless all parties consent therceto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and

other parties do not agree or consent thereto, the party desiving to surreader shall assign, swithout express
or implicd. warranty of title, alt of its interest in such lease, or portion thercaf, and any well, material and
cquipnient which may he located thercon and any rights in production therealter secuved, to the parties
not desiving to surrender iU 1 the interest of the assigning purty includes an ol and gas interest, the as-
signing party shall execute and deliver 1o the purty or pioties not desiring to surrender an ol and gas
lease covering such oll and gas interest for a term of one vear and so long thercafter as oil and/or gus
ts produced from the fand covered theveby, sueh lease (o boeoon the form altached heveto oz Fxhibico w1,
Upon such assignment, the assigning party shall be relicved from ol oblications thercafter aceruing,
but not theretofore acerued, with respect to the acreage asstened and the operation of any well thereon,
and the assigning party shall have no further bsterest in the Jease aesipned and s cgnipment and pro-
duction other than the royalties vetutned 1o suy lease made ander the torms of this Avticle, The parties
assignee shall pay to the parly assignor the veasonable sadvaee value of the Ltter's intevest in any wells
and cquipment on the assigned aercage The value of all nodenial shall be determined in accordance
with the provisions of Fxhibit »C7 fess the estimated cost of calveerns and the extimated cost of phag-

ging and abandoning. Iothe asmizeonent 5 o bavor of tnore thior one patty, the assigned interest siindg

- 10 -
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~
be shared by the parties assignee in the proportions that the intevest of cach bears to the interest of all

i

2 parlies assignee.

3

4 Any assignment or surrender made under this provision shall not reduce or change the assignor's or
5 surrendering parties’ interest, as it was immediately before the assignment, in the balance of the Contract
6 Area; and the acreage assigned cr surrendered, and subscquent operations thereon, shall not thereafter
7  be subject to the terms and piovisions of this agreeiment. '

8

§ B. Rencwa!l or Extension of Leases:

10
11 If any party sccures a renewal of any oil and pas lease subjeet to this Agreement, all other parties -

12 shall be notified promptly. and shall have the right for a period of thivty (30) days following receipt
13 of such notice in which to cleet to participate in the ownership of the pencewal lease, insofar as such
14 lease affects lands within the Contract Arveca, by paying to the party who acquired it their several proper
15  proportionate shares of the acquisition cost allbeated 1o that part of such lease within the Contract Area,
16 which shall be in proportion to the intervests held at tha! time by the parties in the Contract Area -

18 ‘ If some, but less than all. of the parties eleet to participate in the purchuse of a renewal lease, it
19  shall he owned by the parties who clect to participate therein, in a vatio based upon the relationship of
20  their respective percentage of participation in the Contract Area to the apgregate of the percentages
21  of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
22  Any renewal lease in which less ithan all parties elect to participate shall not be subject to this agreement.

23 A

24 Each party who participates in the purchase of a rencewal lease shall be given an assignment of its
25 proportionate intercst therein by the acquiring party.

26

27 The provisions of this Article shall apply to renewal leases whether they are for the entire interest

28 covered by the expiring lease or cover only a portion of its arca or an interest therein. Any renewal lease
29 taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
30 the expiration of the existing lease shall be subject to this provision: but any lease taken or contracted

31 for morce than six (8) months after the expiration of an existing lease shall not be deemed a renewal
32 lease and shall not be subject to the provisions of this agreement.
33
34 The provisions in this Article shall apply also and in like manner te extensions of oil and gas
35 leases.

] 36

é 37 C. Acreage or Cash Contributions:

: 38
39 While this agreement is in force, if any parly contracts for o contribution of cash toward the drilling

40 of a well or any other operation on the Contract Area, such contribution shall be puid to the party who
41  conducted the drilling or other operation and shall be applied by it against the cost of such drilling or
42  other operation. If the contribution be in the form of acreage, the party to whom the contribution is
43  made shall promptly tender an assignment of the acreage. without warranty of title, to the Drilling
44  Parties in the proportions said Drilting Partics shared the cost of drilling the well. I all parties hereto
45  are Drilling Porties and accept such tender, such acreage shall become a part of the Contract Area and
46 be governed by the provisions of this agreement, I less than all parties hercio aoe Sritling Partios and
47  accept such tender, such acreage shall not become a part of the Contract Arca. Each party shall prompt-
18 iy notify all other parties of all acreage or money contributions it mayv obtain in support of any well or
48 any othier operation on the Contract Arvea,

50

51 If any puarty contracts for any consideration relating to disposition of such party’s share of substances
52  produced hercunder, such consideration shall not be deemed o contribution as contemplated in this
53  Article VIHIL.C.

PP G P

st

54

55 D. Subsequently Created Interest:

36 .

57 Notwithstanding the provisions of Article VIILE. ind VLG if any party hereto shall, subiequent

58 1o exccution of this agreement, create on overriding voyvaity, production pavment, or net proceeds inter-

59 est, which such interests are hereinafter veferred to as subsequently creasted interest”, such subseguently
60 created iaterest shall be specifically made subject o ol of the terms and provisions of this agreement, as
61 foilows: )

62 )

63 1. If non-cousent operations are conducted pu=uant to any provision of this agreement, and the
64  parly  onducling such operations hecomes entitbed to recerve the prodoction attributable to the interest
65  out of which the subsequently created interest is derived, such party shall recerve same free and clear
66 of such subsequently created mterest The porty ereoline same <hall bear and pay all such subsequently

67 created interests and shall mdenanty ceod bold the othier oot Loereto ree and harmsless from any and

G8  uli lability resulting thevelrom,
69
70
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2. If the vwner of the interest from which the subsequently creaded interest s derived (1) fails to
pay. when due, its share of expenses chargeable hereunder, or (2) eleets to abindon a well under pro-
visions of Article VLE. hereof, or (3) elects to sirrender o tease under provisions of  Avticle VHLAL
hereof, the subsequently crcated interest shall be chargeable with the pro rata portion of all expenses
hereunder in the same manner as if such interest were o oworking imterest. For purposes of collecting
such chargeable oxpenses. the party or partics who receive assignments as a result of (2} or (3) above
shall have the right to enforce all provisions of Avticle VILB. hereof against such subsequently created
interest.

E. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownciship in the oil and gas leasehold interests
covered by this agreement, and notwithstanding any other provisions to the contrary, no party shall
sell, encumber. transfer or make other disposition of s interest in the leases embraced within the Con-
tract Area and in wells, equipment and production unless such disposition covers cither:

1. the entire interest of the party in all leases and equipment and production: or
2. an equal undivided interest in all leases and cquipment and production in the Contract Area.

Every such sale, encumbrance, transfer or other disposition made by any party shatl be made ex-
pressly subject to this agreement, and shall be made withont prejudice to the right of the other parties.

If, at any iime the interest of any party is divided among and owned by four or more co-owners,
Operator. at its discretion, may require such co-owners to appoint a single trustee or agent with full
authority to receive notices, approve cxpenditures, recetve billings for and approve and pay such party’s
share of the joint expenses, and to deal generally with, and with power 1o bind, the co-owners of such
party’s interests within the scope of the operations embraced in this agreement: however. all such
co-owners shall have the right to enter into and exccute all contracts or agreements for the disposition
of their respective shares of the oil and gas produced from the Contract Avca and they shall have the
right to receive, separately, payment of the sale proceeds hereof.

F. Waiver of Right to Partition:
If permitted by the laws of the state or states in which the property covered hereby ix located, cach
party hereto owning an undivided interest in the Contvact Aven waives any and all rights it may have

to partition and have set aside to it in severalty its andivided interest therein,

xzbhito-Purehases:
HEREH-T-UFOF

Should aiiy
interests in the Contr

arty desire to selt all or any part of its interests under this agreement, op-#<rights and
Area. it shail promptiy give wrttten notice to the other p«r‘(\ with full infor-
mation concerning its proposdd~ygle. which shall include the name and g
chaser (who must be ready, willing an

Tess of the prospective pur-
able to purchase)}. the
khe offer. The other parties shall then have

wase price, and all other terms of

‘ecetpt of the notice. to purchase on the same tor .m;gn(lilinns the interest which the other party
ywaposes to sell; and, il this optional ¢ 15 exercised, the peechasing parties shadl share the pur-

arties. However, there s b ne prefevential right to purchase in thove caseSw

Cany party washes

rests, or to dispose of s interests by mereer, reoarganization, copsohd

bo mortgage its 3 Qion, or sale

>f all

sthstantially all of its assels to oo subsidiary or purent compoany or to o subsidiany ol ~gent
A t . R

ARTICLE 1X.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, o relationship of part-
nership or an association for profit between or among the panties hereto, Notwithstanding any pro-
visions herein that the rights and liabilities hereunder are several and not jeint or collective, or 'lhul this
agreement and operations hereunder shall not constitute a partunership, if, for Federal income tax pur-
poses, this agreement and the operations hereunder e recarded as o partnership, cach party hereby
affecled eleets to be excluded from the application of all of the provisions of Subchapter K", Chapter
1, Subtitic "A"". of the Internal Revenue Code of 19540 as pornatted and authorized by Section 761 of
the Code and the regulations promudpated thereunder. Operator s authorized and divected to execute on
behalf of cach party hereby affected such evidenee of this clection as iy be required by the Sceretury
of the Treasury of the Upited Stites or the Federal Tnteavnnd Revernnne Secvice, mnclading speetfieally, but
not by way of bmitation, ol of dhe retnros staternes b b e ot requineed b Federal Regula-
tions L.761. Should theve be any vequirenient that cach party heseby affected vive further evidenee of
this clection, cuch sich party shidl excente saeh dovoments aod Goae b such other evidenee as may he

required by thie Foederal Tnternad Bevenne Serciee or s sy beoneces vy to evidence thin electinong No

-
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such party shall give any nolices or take any other action inconsistent with the election made hereby.

If any present or future income tux faws of the state or slates in which the Contract Avea s located or

any future income tax laws of the United States contain provisions simalar to thoese in Subchapter “K,
Chapter 1, Subtitle A", of the Interna] Revenue Code of TG4 under which an clection similar to that
provided by Section 761 of the Code is permitted, cach pinty herrby affected shatl make such etection as
may be permitted or required by such aws In moking the foregoing eleetion, cach sueh party stutes that
the income derived by such party from Operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hercunder if the es:-
penditure does not exceed _____Ten-Thousand e _Dbolars
($__10,000 ) and if the payment is in complete settlement of such claim or suit, If the amount
required for settlement exceeds the abeve amount, the parties heveto shall assume and take over the
further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expeuse
of the parties. If a claim is made against any party or il any party is sued on account of any matter
arising from operations hercunder aver which such individual has no contrel because of the rights given
Operator by this agreement, the party shall immediately notify Operator, and the claim ar suit shatl
be treated as any other claim or suit involving operations hereundeor.

ARTICLE Xi.
FORCE MAJFURE

If any party is rendered unable, whally o in part. by foree majeure to ey out i's obligations
under this agreement, other than the obligation lo make money payments. thal party shall give to all
other parties prompt written notice of the force majeure with reasonably full particulars concerning it;
thereupon, the obligations of the party giving the notice, so far as they ave affected by the foree majeure,
shall be suspended during, but no longer than, the continuance of the force majeure. The affected party
shall use all reasonable diligence to remove the force majeure xituntion as auickly as practicable,

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not
require the settlement of strikes. lockouls, or other labor difficulty by the party iovoelved, contrary Lo its
wishes; how all such difficultics shall be handled siiail be entively within the discretion of the party
concerned. 4

The term “force majeure”. us herve emploved. shall mean an act of God. strike, lockouat, or other
industrial disturbance. act of the public enemy. war, blockarde, public riet. lightning, fire, storm, flood,
explosion. governmental action, governmental delay, restraint or tnaction, unavailubility of equipment,
and any other cause. whether of the kind specifically enumerated above or otherwise, which is not
reasonably within the contrel of the party claiming suspension,

ARTICLE Xii.
NOTICES

All notices authorized or required between the parties, and veguived by any of the provisions of
this agreement. unless otherwise specifically  provided, shall Be dicen in writing by United States muail
or Western Unton telegram. postage or charges prepaid. or by teletvpe, wand addeessed (o the par{y to
whom the notice is given at the addresses listed on Exnibit “A70 The ertcinating notice given under any
provision hereol shall be decmed given only when roceived by the party to whom such notice ix direceted.
and the time for such party to give any notice in response thereto shall run from the date the originat-
ing notice is received. The second or any responsive notice shadl b deemed given whea deposited in
the United States mail or with the Western Unron Telervanh Company, with postoee or chavges propaid,
or when sent by teletype. Fuch party shall have the vicht to chnnee its addrvess of any tme, and from
time to time, by giving written notice hereaf to ofl ather poaties

ARTICLE XL
TERM OF AGREEMENT
This agreement shall remann in full tocce and efiect ox o the b and eas leeses and or ot and gas in-
terests subjected hereto for the petiod op tirne selected below s provided, hiowever, no party biecreto sholl
ever be construed as having any vicht, Sthe o arterest i sr taoaey leases or ol and gas inderest oo

tributed by any olber party boevond the teom of this auacement,

i Option Noo b Sa o asany of the off ood o Bena snpect to thie e e 0 Somatn ar are col-
tinucd i tores as to any oot of fhe Conte - . S by paeenitielion Lorenesead o other -
wise, and ‘or so long as olf andoor vas gn i . hes fromn any dease M as anterent,

1
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OPIOT N0, 27 I T cvent e Wl AeSUITne e T ATtcle VEAT o any  sttbsequent woll - drilie
2 hnder am

ovision of this agreement. results in production of o1l and or gas in paying quantitics, thig
igreement shall coms

¢ in fmu‘ so lonyg ax any such well or wells produce, or are capable of produce
ion, and for an additiona ipd of dayvs from cessation of all production; provided, howevel

f, prior to the expiration of such ug

1l pvnnd ohe o more of the parties hercto are engaged i

brattons have been completed and if production results cfrom, this agreement shall continue iv
force as provided herein. In the event the well deseribed  in A
Hrilled hercunder, results in a dry hole, and no other well is producing, or

3

4

5

6 Hrilling or reworking a well or wells heveundet™ i_agrceenment shall continue in foree until such op e
K

8 LA, o1 any subsequent wel -
9

able of producing oi
cking opera

10 Bbnd or gas from the Contract Aves, this agreemest shatl teeminate unless deilling or v

. 11 |
} 12
;;.:'f 13 It is agreed, however, that the termination of this agrecment shall not retieve any party hereto from
14  any liability which has accrued or attached prior to the date of such termination,
15
16 ARTICLE X1V,
17 COMPLIANCE WITH LAWS AND REGULATIONS - .
; 18 ’
? 19 A. Laws, Regulations and Orders:
20 i
21 This agrecement shall be subject to the conservation laws of the state in which® the committed

22  acreage isTocated, to the valid rules, regulations, and orders of any duly constituted vegulatory body of
23 sald state: and to all other applicable federal, state, and local laws, ordinances, rules. regulations, and

24  ovders.
25
26 B. Governing Law:
5 ; 27
- : 28 The essentiai validity of this agreement and all matters pertaining thereto, including, but not iim-

29  ited to, matters of performance, non-performance, breach, remedies, procedures, rights, duties and in-
30  terpretation or construction, shall be governed and determined by the law of the state in which the

o 31 Contract Area is Jocated. If the Contract Area is in two or more states, the law of the state where most
% : 32  of the land in the Contract Area is located shall pevern,
e 33
34 : ARTICLE XV.
35 OTHER PROVISIONS
36

; a7 A. Non-Operators agree to release Operator from any and all losses, damages,
3g injuries, claims and causes of action arising out of, incident to or resulting

ol : 39 directly or indirectly from Operator’'s interpretation or application of rules,
40 rulings, regulations or orders of the Department of Energy or predecessor agencies
41 to the extent Operator's interpretation or application of such rules, rulings,
42 regulations or orders were made in good faith. Non-Operators further agree to
s : 43 reimburse Operator for their proportionate share of any amounts Operator may be

: ‘ required to refund, rebate or pay as a result of an incorrect interpretation or

: 44 application of the above noted rulings, rules, requlations or orders, together

i 45 4ith the Non-Operators' proportionate part of interest and penalties owing bv

i ?? Operator as a result of such incorrect lnterpretation or application of such rules,
i :é rulings, requlations or orders.

1 % B, 1f, in the drilling of the initial well Operator loses the hole or encounters

% 50 nechanical difficulties rendering it impractical, in the opinion of the Cperator

} 51 to drill the well to the objective depth, then and in any such event, on or before

30 days after apandoument of the initial well, Operator shall have the option to
34 comnence the actual drilling of another well, ("Substitute Well") at a lawful
location of Operator's selection on the Contract Area, and prosecute the drilling
ol saild well with due diligence and in a good workmanlike manner to the cbijective
58 deonih. For all purpose$ of this agreement, the drilling of the Substitute Well

5% shall be considered as the drilling of the Initial Well.
6

I

Any provision herein concerning the Initial Well shall also apply to the

60  Snbstitute Well, and any provision herein excepting the Initial Well shall also
61 ept the Substitute Well.

652

63

G4

65
66
67
6
649
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ARTICLE XVI.

MISCELLANLEOUS

This agreement shall be binding upon and shall inwre to the benefit of the parties hereto and to their

respective

heirs,

devisees,

legai

ropresentatives,  successors and assipns,

This instrument may be exccuted in any number of counterparts, cach of which shall be considered
an original for all purposes.

IN WITNESS WHEREQF, this agreement shall be effective as of

1981 _ .

ATTEST:

OPERATOR

10th __day of

Auqust

Norman L. Stevens,(Jr., Vice-Presidant

NON-OPERATORS
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EXHIBIT "A" (1)

between Read & Stevens, Inc. » Operator and

Coquina Qil Corporxation, et al s Non-Operator.

LANDS_SUBJECT TO THIS AGREEMENT:

Township 23 South, Range 28 East
Section 19: lots 1,2,3,4 EkW:
Containing 318.34 acres, more or less




Exhibit "A" (2) (3) Page 2 of 12
continued

DEPTH LIMITATION

INTEREST OF PARTIES UNDER THIS AGREEMENT:

Coquina 0il Corporation 28.1444% ”r'f;LV

James E. Keihne 1.5553% A PR A

James Isbell e 1.5553% - :
J.R. Rowan 2.0738% -
Don D. Matson 1.03693%

Cities Service 0il Company 3.1413%

Roy Barton, Jr. 1.5707%

Roy McKay 10.9792%

Ronnie Ward 1.3656%

Read & Stevens, Inc. 48.3913%

Unleased .1862%

100.0000%
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Exhibit "A" (4) Page 3 of 12
continued

LEASES SUBJECT TO THIS AGREEMENT:

Lessor: Margaret S. Spence

Lessee: Ed Phillips (Read & Stevens, Inc.)
Dated: September 26, 1980

Expiration Date: September 26, 1983
Landowner's Royalty: 1/4

Description: Township 23 South, Range 28 East, NMPM
Section 19: SE/4NW/4SW/4,W/2NW/4NW/45W/4

Acres: 15 Gross acres, 7.5 net acres

Interest: 100%
Annual Rental: $15.00
.

Recorded:  Book 191, page 637

RRR AR A A AR TR R R R AN R AR R R AR R R AR IR R AR AR R AR AT AR RN

Lessor: T.J. and Doris Odgen Kimbley

Lessee: Ed Phillips (Read & Stevens, Inc.)
Dated: September 26, 1980

Expiration Date: September 26, 1983

Landowner's Royaltv: 1/4

Description: Township 23 South, Range 28 East, NMPM
Section 19: SE/4ANW/4SW/4,W/2NW/4ANW/45W/4

Acres: 15 gross acves, 7.5 net acres
Interest: 100%
Annual Rental: $15.00

Recorded: Book 191, page 630

AEAXAXKAAKNIAELAARARAAAAA A AR R AR A A AARN TR AR AR AKX A Ak A A b kb r A d T kX
Lessor: T.J. and Doris Odgen Kimbley
Lessee:  Ed Phillips (Read & Stevens, Inc.)
Dated: September 26, 1980
Expiration Date: September 26, 19.3
Landowner's Royalty: 1/4

Description: Township 23 South, Range 28 East, NMPM
Section 19: V/2NW/4NW/4,W/2SE/4NW/4NV/4,E/2E/2NW/40W/4 , NE/4NW /4,
W3/4SW/4NW/4,E/2NE/4SE/4NW/4 , W3 /4SE/4NW/4, Less

Minerals under the W/2NE/4SE/4NW/4
Acres: 135 gross acres, 67.5 net acres

Interest:  100%
Aunnal Rental: $135.00

Recorded.  Book 191, vage 628

kR N kA kA A A KA KRAK R A AR R EE A kA bbbk ko hkoxh p ok Kk k kAR Rk F kA kRS kR kAR AR
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Exhibit "A" (4) Page 4 Of 12
continued

LEASES SUBJECT TO THIS AGREEMENT:

Lessor: Margaret S. Spence
Lessee: Ed Phillips (Read & Stevens, Inc.)
Dated: September 26, 1980
Expiration Date: September 26, 1983
Landowner's Royalty: 1/4
Description: Township 23 South, Range 28 East,NMPM
Section 19: W/2NW/4NW/4,W/2SE/4/NW/4NW/4,E/2E/2NW/4NW/4,NE/4NW/4,
W3/4SW/4ANW/4,E/2NE/4SE/4ANW/4 ,W3 /4SE/4NW/4 , Less Minerals

* under the W/2NE/4SE/4NW/4
Acres: 135 gross acres, 67.5 net acres

Interest: 100%
Annual, Rental: $135.00

Recorded: Book 191, page 634

IR A 2R 2 SR RS R RS 222X RS RS REE L ER ETE TR W P PR R IR R vy

Lessor: Aubrey B. Covault et ux., Edith M. Covault
Lessee: Ronnie Ward
2
}
Dated: January 22, 1979 é

Expiration Date: January 22, 1983

Landowner's Rovyaltv: 1/6

Description: Township 23 South, Range 28 East, NMPM
Section 19: E/2SE/4SE/4NW/4

Acres: 5.00 acres, more or less
Interest: 100%
Annual Rental: Paid up

Recorded: Book 170, page 476

KA kAR A AR AR R R AR R A AR AR AR I A A AR AR F AR AR AR R AR AR A A AN A Ak kk k k k& & &k

Lessor: Stephen Knowles Quinn
Leussce: Ronnle Ward
Dated: January 22, 1979

Expiration Date: January 22, 1983

Landowner's Royalty: 1/6

DESCfinion!wanshiP 23 South, Range 28 East, NMPM
Secticn 19: E/2SE/4SW/ANW/ 4

Acres: 5.00 acres, more or less
Interest: 100%
Al Kental: paid up

Recordad:  pook 170,page 483
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Exhibit "A“ (4)
continued

LEASES SUBJECT TO THIS AGRELEMINT:

Lessor: R.M. Williams, et al
Lessee: Cogquina 0il Corporation
Dated: May 22, 1980

Expiration Date: May 22, 1985
Landowner's Royalty: 3/16

Description:Township 23 South, Range 2B East, NMPM
Section 19: S/2SW/4

Acres: 79.65 acies, more or less

Interest: 100%

Annual Rental: $79.865

Recorded: Book 186, page 618

Page 5 of 12
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Lessor: E.L. Dornan and Maxine Dornan
Lessee: J.R. Rowan
Dated: February 13, 1978

Expiration Date: February 13, 1983

Landowner's Royaltv: 1/8

Description:Township 23 South, Range 28 East, NMPM

Section 19: NE/4XNW/45W/4

Acres: 10.00 acres, mor or less

Interest: 100%
Annual Rental:$10.00

Recorded: Book 154, page 410

Ak hkkkhhkhkhkhhkhkkkkdhhkk kA kN rAkrhhhk bk kR bk kA kAt kk k&

Lessor: Everett D. Hardesty and Beulah M. Hardesty
Lessec: Cities Service Company

Dated: July 18, 1981

Expiration Date: July 18, 1984

Landowner's Royalty: 3/16

Description:Township 23 South, Range 28 East, NMPM

Section 19: SW/4NE/4S5W/4
Acres: 10.00 acres, more or less
Interest: 100%
Annual Rentat: $10.00
Recorded:
Kk kb hd b kAR hhkrkhki oAV EFSodYhddbhhkhhpdbshhhkodoh khdihh sk khkk




Exhibit "A" (4) Page 6 of

12

continued

LEASES SUBJECT TO THIS AGREFMUNT:

Lessor: Harold W. Barnes, et al

lessee: James E. Kiehne
Dated: August 29, 1980

Expiration Date: August 29, 1985
Landowner's Rovalty: 1/8

Description: Township 23 South, Range 28 East, NMPM
Section 19: E/2SE/4NW/4SW/4

Acres: 5.00 acres, more or less
Interest: 100%
Annual Rental: Paid up

F 2

Recorded: Boock 189, page 784

AR RANE AR AR AR R AR AN R AR AR A AR A AR R AR R A AR AR AR A AR AR AP R AR AR AR AL AN
Lessor: PRuth M. Campbell
Lessee: James H. Isbell
Dated: becember 22, 1980
Expiration Date: December 22, 1983
Landowner's Royaltv: 3/16

Description: Township 23 South, Range 28 East, NMPM
Section 19: W/2SW/4NW/4SW/4

Acres: 5.00 acres, more or less
Interest: 100%
Annual Rental: Paid up

Recorded: Book 193, page 596

ERAEAX KRR AKX AARAR XA T A A AR AR AP A AR AR AR A I A AT R A A R AR A AR AR A LA kA Ak F €A &

Lessor:  Opal R. Nelson

Lessee: Roy G. Barton

Dated: November 28, 1972
Expiration Date:November 28, 1982
Landowner's Royally. j/g

Description: Township 23 South, Range 28 East, NMPM
Section 19: W/2NE/4SW/4NW/4

Acres: 5,00 acres, more or less
Interest: 100%
Armual Rental: Paid up

Recordod: Book 92, page 49
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" Exhibit "A* (4)
continued

LEASES SUBJECT TO THIS AGREEMENT:

Les8sor: r1ecna Lucas and Gordon Lucas

lessee: R.F. Fort

Dated: August 18, 1980
Expiration Date: _August 18, 1985
Landowner's Royalty: 3/16

Description: Township 23 South, Range 28 East
Section 19: E/2NE/4SW/4NwW/4

Acres: 5.00 gross acres, 2.50 net acres, more or less

Interest: 50%

Annual Rental: Paid up
-

Recorded: Book 196, Page 591

(2222222 R RSS2 22222 2RSS R RS RIELET T RTE T

Lessor: gazel T. Ruckman, widow.of Vernon L. Ruckman

Lessee: Read & Stevens, Inc.
Dated: May 12, 1981
Expiration Date: May 12, 1986

Landowner's Royalty: 3/16

Description: Township 23 South, Range 28 East
Section 19: E/2NE/4SW/41W/4

Acres: 4.945 gross acres, .618125 net acres, more or less

Interest: 12.5%
Annual Rental: Paid up

Recorded: Book 1YY, Page 582

Ak tdk kA kb kAt tA R kAR AT AR A A A AR bk et ARk kA AR Ak ®

Lessor: Vernon L. Ruckman, Jr., dealing in his sole and separate property

Lessae: Read & Stevens, Inc.
Dated: May 12, 1981
Expiration Date: May 12, 1986
Landowner's Royalty: 3/16

Description:  Township 23 South, Range 28 Zast

Section 19: E/2NE/4S%/4Nw/4

Acres: 4,945 gross acres, .9271875 net acres, morc or less

Interest: 18.75%
Annual Hental: Paid up

kecorded: Book 199, Page 1028
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Exhibit “A" (4) Page 8 of

continued

LEASES SUBJECT TO THIS AGREEMENT:

Lessor: Laverne Martin, dealing in her sole and scparate property
Lessee: Read & Stevens, Inc.

Dated: May 12, 1981

Expiration Date: May 12, 1986

Landowner's Rovalty: 3/16

Description: Township 23 South, Rénge 28 East
Section 19: E/2NE/4SW/4NW/4

Acres: 4.945 gross acres, .9271875 net acres, more or less
Interest: 18.75%
Annual Rental: Paid up

F

Recorded: Book 199, Page 580

IR R R 2SR SREssssE R s FE R S Y S R NI

Lessor: University of Missouri
Lessee: Ronnie Ward

Dated: April 20, 1981
Expiration Date: April 20, 1882
Landowner's Rovaltv: 3/16

Description: Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4KW/4

Acres: 5.00 gross acres, 1.40 net acres, more or less
Interest: 28%
Annual Rental: Paid up

Recorded:

AhFFIAXAAKA XA A AT A A AR A A A A AR AR A A AR A FA A KR AR KRR A KRR AR AR AR K &k ok

Lessor: Ellis Fischel State Cancer Hospital
Lesseco: Ronnie Ward

Dated: April 20, 1981

Expiration Date: April 20, 1982

Landowner's Royalty: 3/16

Description: Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NwW/4

Acres: 5.00 gross acres, 1.40 net acres, more or less
Interest: 28%
Annual Rental: Paid up

Recorded:

LA EEREESRENRE S FEA RS R Ry Y P E R SRR R}
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Exhibit "A" (4) Page § S of 12
‘continucd

i
i
1

LEASES SURJECT PO THIS AGREFMENT:

Luessor: Catherine B. Sanders, Guardian for William Aaron Bilderback
Lessece: Ronnie Ward
Dated: June 1, 1981

Expiration Datc:June 1, 1982
Landowner's Rovalty: 1/6

Description: Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NW/4

Acres: 5.00 gross acres, .0667 net acres, more or less
Interest: 1.334%
Annual Rental: Paid up
.
Recorded:

(AR E R R AR R RS R RS E R R R R R RS E R E R R E T R E R R R TR ER SRS

Lessor: Helen M. Cox

Lessee: Ronnie Ward

Dated: - June 1, 1981
Expiration pate: June 1, 1982
Landowner's Royaltv: 1/6

Description: 'Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NW/4

Acres: 5.00 gross acres, .0667 net acres, more or less
Interest: 1.334.%

Annual Rental: Paid up
veeordod:

A AA KNP R A A A Ad A AR AA AN kA b khrd kAR Ud N A kA A ARA AR AR AR AR F kK Kk E kK

Jaocanor: Veva J. Isrecal
Loessee: konnie Ward
Dated: June 1, 1981

Pxpiration Dite:  June 1, 1982

Landowner’s Movalt: 1/6

bescription:  Township 23 South, Range 28 East
Scection 19: W/?NE/4NW/4NW/4

Nevae: 5.00 gross acres, .0667 net acres, more or less
riterent s 1,334 3%
Aunaadl Bert ols paid up

Togeomonr oh i
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Exhibit "A" (4) Page 10 __ 0f 12

continucd

LEASES SUBINCT_TO_ THIS_MCGREEHINT:

Lessor: R.K. McEwen
Lessce: Ronnie Ward
Dated: June 1, 1981

Expiration bhate:  June 1, 1982
‘uokovally: 1/6

Landownor

Description: Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NW/4

Acres: 5.00 gross acres, .0667 net acres, more or less

Interest: 1.334 %

Annual Rental: pajd up
-

Recorded:

I R R R 2RSSR E2REEESRER R AR ERR SRS R RSS2 AR SR SRS

Lessor: Fred McNabb

Lessee: Rornie Ward

Dated: ©+ June 1, 1981
Expiration Date: June 1, 1982
Landowner's Rovaltv: 3/¢

Description: Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NW/4

Acres: 5.00 gross acres, .0667 net acres, more or less
Interest: 1.334%
Annual Rental: Faid up

Recorded:

ARAA KA R KA AARS AL A ARAT & X R A k2 Ad 2 v AARETEIARI D L EA R A ARETRAREAkE &N
Lousor: Goldie M. Kirk
Lessoee: Ronnie Ward
Dat ed: June 1, 1981

Fepiration bate: June 1, 1982

Landowner 'o Govalry: 1/6
Descript ion:  Township 23 South, Range 28 East
Section 19: W/2UE/4NW/41Vi/4

ACTe: 5.00 gross acres, .0333 nct acres, more or less
Intervest s .666%

sootal oo Ut Patrd up
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Exhibit "A" (4) Page 11 ~0of 12
continucd

LEASES SUBJECT TO THIS ACKPEMENT:

Lesasors: Lois Jane Yantis
Lessee: Ronnie Ward
Dated: June 1, 1981 |

Expiration Date:  June 1, 1982

S Landowner's Royalty: 1/6

Description:’ Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NW/4

Acros: 5.00 gross acres, .0166 net acres, more or less

3

Interest: _332% i
2 ental: i

Annual‘ﬁcn‘xl Paid up _

Recorded: é

RAFRAREAXARERE R AARKA AR TR R AR AR ARTAAS R T AR R A kAR R kN R A kAR R AR ‘

i

. 0 §

Lessor: Whitson J. Kirk, Jr. 2

Lesseo: Ronnie Ward j

Dated: » June 1, 1981 i

4

Expiration Date: June 1, 1982 :

Landowner's Royaltv: 1/6.

Description: Township 23 South, Range 28 East
Secticon 19: W/2NE/4NW/4NW/4

Acres: 5.00 gross acres, .0166 net acres,more or less
Interest: .332%
Annual kental: Paid up

ReCOraed:
KA A A A A ARk AA A k& hA L AR A b AAAARNKAKEEEAKL AL A ANRA Rk Rk h A AR kN AR

lLessor:

Lossoe:

Uated:

Expivation Datoe:
Tandowner's Bov.oolty:

)l'::«'l'i[ét 1ot :

Tutervoest:
At bt b

Rocorded:
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Exhibit “A" (5) Page 12 _Of _ 12
continued

ADDRESSES 01 PANTIRS :

Read & Stevens, Inc.
P.0. Box 1518
Roswell, New Mexico 88201

Coquina 0Oil Corporation
P.O. Drawer 2960
Midland, Texas 79701
Attn: L.E. Operman

James E. Kiehne
P.0O. Box_ 3855
Midland, Texas 79702

James H. Isbell
727 Midland Tower Building
Midland, Texas 79701

J. Richard Rowan
P.0. Box 162
Midland, Texas 79702

Roy McKay 5
P.O. Box 2014 ;
Roswell, New Mexico 88201 ’

Roy Barton
300 West Taylor
Hobbs, New Mexico 88240

b g n i am

Cities Service Company
P.O. Box 1919
Midland, Texas 79701

Ronnie Ward
P.0O. Box 2371
Midland, Texas 79701

Don D. Matson
3622 Imperial
Midland, Texas 79701
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Producer's 88—(Producer's Revised 1980) (New Mexico) Form 342Y-1
OIL & GAS LEASE

THIS ACRAEEMENT made this . e day ol . 1 Chetween

(Pint Office Adu'rs;) -

herein called lessor (Whetheroneormorcyand .. . _ | .. . . e - [ 1
1. Lessor, in consideration of TEN AND OTHER () LARS in Land pasd, rocvipt of sohach is bere acknow fadiged,and of the tocaltes hercns prosided ambol the agreements of the leoee herein contan
ed, hereby grants, leases and lets exciusiv ey o lossee for the purpese ol unatigating, r\]\lurmg‘émAp«'nug, doliing and operatieg tor asd praducing ol aocd gus, injocting gas, watens, other Nuids, and sie

it subsurface strata, laying pipe lines, storing v, buslding tanks. rowdwas s, tetephone liws, and other stasctores and thirgs therson (o prodice, save, tahe cate ol treat, Proves, stare and transport said

minezals, the following described land o . - Cointy, Now Mevia toowal

For the purpase of calculating the rental pay) hered 'wm’&dfor.uhlhmlhmmdlumuiw ey s s e BGPCH, Whether i@ actually comprion. mom or Jess.

lsﬁdhﬁ:e&cmrkudnmdnd.&h remain in foree for g termol ______ yesns frum this date (called “primary term™), and 25 long thereafter as oil or gas is produced from
said 1and or land with which 1and is pouled.

3. The royaltios to be b)'k-.vuv.(:‘Iunui!.Monlnh-f&phll\)\h--.ra--\\u\vdn:hvku. . ol that prishscesd mnt waved frony saied lnnd, same 10 be -klivered 3t the wells oc 0 the
credit of lomor in the pipe Boe o which the may be : ¢hy un s, inchading caimthend gas and all ) duced froe said lund and wid or used off the presiars or userd in the
manufscture of ot ather product thesefrom, the macket value st the wellof ________ of the yas used. provided that on gas sld o or off the ives the shallbe ________ of the amount
realiacd from sale: {c) and at any time when this Jease is not validated by uther provisions heteof and theee is a -ndlwmnx:u.le onuumlud therewith, but ges and/or conden-
sate is oot being 30 s0id or used and such well is shut in, cither before or after production therefrom, then on or bedore Y0 duvs alter said well is shut in, snd o at annual intervalk, lesser taay pay ot
teader an

is shall not terminate and it will be considered under all dsuses s is hiing produced from the leased p paying g Each such pay-
t shall be paid of tendered to the party or partics who st the tinie of such payarent would be entithod to receive e royadtios which would be paid under this lexse if the well were in [sct producing, of be
tendered to the credit of such party or parties in the depository bank and in the manner hereinafter provided for the pay medt of rentals. amount realized from the sale of gas o o off the premises
by the gas contract entered into in good (aith by Lexec und gas prrchaser for wach term and undes such conditions aa ere custummary i the industry. ﬁa shall mean the net

sfter giving effect to agplicable regulatory orders and after application of any applicable price adjustments specified in such cootract or regulatory orders.
4. if operations for drilling ate not commenced on said land cr on land pooled therewith on or before one (1) Mear {rom this date, this shall terminate as to both parties, unless on or before onz {1}

year from this date lessee shall py or (ender to the lessor 2 rental of $ ___ which \hall wover the pivilege of deferring of such operations for a
of twelve (12) months. In like manner and upon like payments or tenders, a iy, the of said operations may be further deferzed for ive periods of twelve {12) months each E::

advance samuel shut-in ,\,,..pl to the amount of deley ren”ls prvided for in this lease for the m?e then held under this lease by the party making such payment or tender, and s0 long as
t i hervol that ga in i

I
H
i

S Bank

[ which bank, or any hereol, shall i
to be the agent for the lessur and lessor’s heirs and assigns. 1f such Lank (o any successor bank) shali fail, tiquidate or be succeeded by another bank, of for any reason shall h}jl or refuse to accept rental, lesoe
shall not be held in default until thirty (30) days after lessor shall deliver to lesser a tecordable instrument making provision for another acceptable method of payment or tender, and any depasitary chasge is a
liahdlity of the lessor. The paymeat or tender of rental may be made by check or deaft of lessee, mailed or delivered to said bank or lessor, or any Sessor if more than one, on or before the rental paying date.
Any timety payment of tender of rental or shut-in rovalty which is made in a buna fide uttempt to mzke proper payment, but which is erroncous in whole or in part as to parties, amosnts, or depositories <hal!
E sufficient to prevent termination of this fease in the same manner as though a proper payment had been made: provided, however, lessee shall correct such error within thirty (30) days after
Jessee has received written notice thereof by certified mail from lessor together with such instruments as are necesury 1o enable levee to make proper peyment.
5. Lessee is hereby the right and power, from time to time, to pool or combine: this lease, the lund covered by it or any prrt or horizon thereof with any other land, lease, leases, mineral estates or
o0 of oil or gas. Units pooled hereunder shall not exceed the standard protation unit fixed by law ur by the New Mexico Okl Conservation Commission or by other lawfu? authority
or the pool or ares in which said land is situsted. plus a tolerance of 10% . Lassee shall file w ritten init dicign aticns in the omnity in which the prambo 222 Ioostod and zuck wnits Wy 5o SCCEEatd (i
time to time and cithet before or affer the completion of wels. Drilling operating on or production from any part of sy sich unit shadl e comwidered fur all purpuses, excepe the payment of rayalty, ssapers-
tions conducted upon o production from the land descr:bed in this lease. There shall be atlocuted to the fand coverl by this Jease induded in any such unit that portion of li: ttal production of pooled
minerals from in the unit, alter deducting any used in lease e unit operations, which the nuinbes of surface acres in the land covered by this lease incjuded in the unit bears to the total number of surface
acres in the unit. The production so allocuted shufl be considered for all purposs, inclucing the paynwnt or delivery ol soyalty, to be the entire production of pooled minerals from the portion of said land
covered hereby and included in ssid unit in the same manner as lhnkg‘l prodimed from said land uader the terms of this Jease, Any pooled snit designated by lessee, as provided herein, may be dissalved by
lesyee by ing an .ppcoﬁ:ﬂe instrument in the County where t ?and is situated at any time after the completion of a dry hole or the cessation of production on said unit. Lessee is further granted the
night and to commit this lease as to all or any portion of the above described lands or horizons theseof to any unit agreviment for the purpose of consersing the natuzal resoarces of sy oil ot gas pool,
field or ares covered thereby: provided, such unit sgreement contains ususl und customary provisions for the allocation of vil and gas produced from the unit «res and upon such commitment the provisions
of this lease shall be coaformed 1o the unit azrcement.
6. If prior to tbednc:}vcry of il or gas hereunder, fesser shuuld drill and abandon 2 dry hole ot holes hereunder, or if after discuveny of oil or gas the production thereof should cease for any cause, this

lease shall not reworking or additicial drilling operations within 60 days thereafter and diligently prosccutes the same, or (if it be within the rrimuy term) commences of
resumes the payroent of tender of rentals or commences uperations for drilling or reworking un or belore the rentasl paving date next ensuing after the expiration of three months from date of abandonment of
said day hote or holes oc the of production. 1f at the expiration of the Primary terin il and gas is net bring prochied hot L i thon snaaced in rpeeations for drilling or rowerking of 2oy =

v Y = =5
iease shall remaun in force 5o long s such operations are diligently prosccuted with so cowation of more than K0 comevitive davs. 1f diring the Jrifling or rewnaking of any well under this parsgraph, lesee
loses or junks the hole or weil and aiter ditigent ettorts in good Lath s unable to conplete said nperations then within 3 dass after the abandonment of said operations leser may commence another well and
drill the same with due diligence. H any drming. additional dnlling. ur reworking operations herennder resobt in production, then this lease shall remain in full force so long therealter as ol or gas is produced
hereunder -

7. Lessee shall have froe use of oil, gas and water from said land. except water frum lessor’s wells and tanks, for ulb uperations heteunder, wnd the royaity vhall be computed after deducting any so used.
Lessee shall bave the right at any lime gur'mg ot after the eapiration of this leaw to reranve all property and fintnres placed by Lowee onoaid and, including the right 1o Anw and remove all casing. When
required by dessor, lessce will bury all pipe Lirus on cultivated lands below ordinary plow depth, and no well shall be drilled within two bundred fxet (20 ft.) of any residence or barn now on said land without
l‘s;n'x consent. Lessor shall have the privilege. at his risk and expense, of winyg gas from any gas well on said land fur stoves und inzide lights in the principal dwedling therron, out of any surplus gas not noed-
od for ions hereu; 2

8. rights of either ¥ hereunder may be assigned in whele or in part and the provisiom bereof shall extend to the heirs, executon., admiristrators, succenson and assigns: but no change or division
in, Uz swnership of the land, ot in the ownenship ol or right 10 receive rentals, rovaltios or payments, how ever acennplished chall operate to entarge the obligations or diminish the rights of lesee; und no such
change vt division shall be bindiag upen kessec fur any purpose uriil 30 days after lessee has been furninhed by certifised mail ar lexsed's principal place of busi with ac able inst of certifiod copies
thereof milulinithe chain of title from the original lessor. i any such change in ownership oceun through the death of the ow ner, lessee may pay or tender any rentals, roy alties of payments 1o the credit

of the deceased or his estate in the mitory bunk until such time us towee has been furnished with o idence satisfuctony o lasee as to the persons entitled to such sums. [n the event of an assignment of this
lease asto a tcdlgorlion of said land. the rentals payable hereunder shall be apportioned as between the several leasehold owners Ial"{!ll‘ accurding to the surface area of each, and default in reatal pay-
ment by one not

ect the rights of other leasechold owners hereunder. An assignment of this lease. in whale or in part, <hall, to the extent of such assignment, relieve and discharge lessee of anv obliga-
: ez, and wngins wf pailud peiia eecnd sliall faid on s i fauio i Gie pasment of tiwe proporaonate part of e centals doe frum sich lesee of asignee or fail o comply with any
‘ther provision of the lease, such default shall not If{u‘l this leuse in so far as it covers a part of said bands upen “Lirh leawe or a0y awignee thereof shall w comply or make such payments. Rentals as used in
this paragraph shall slsc include shut-in ruyalty.

9. Should lessce be prevented from complyng with any express or impiicd covenant of this Teaw, o from condocting dnlling or rewarking o
by reason of scarcity or inability 2o obtain or ust equipment oz material, or by o eration of foree majeare, or by any Federator state las ) rule ur regulation of guvernmental authority, then while
so prevented., lessee's duty shall be suspended. and leasee shall not be liable for failure to comply therewiths and thiv fease shid] be extended while and solung a Joser s proveated by any sich cawse from con-
ducting drilling or rewotking operations on of from producing oil or gas herennder; and the Gime while Tasee isw presentad shall sot be connted against lewee, anything in this lease to the cuntrary not-
withstanding.

t0. Lessur hereby warrants and agrecs to defend the title to said land, and ageos that essee, st ity option. mas discharze any tac mnetgage, or other lien upon wid land, and in the ev ent lessee does so, it
shatl be subrogated to such lien with the right to enforee sume and apply rentals anil royalties accning bereanons o ard vatisfying same. Withont impairment of lewsee's rights under the warranty, if this
lease cuvers @ fess interostin the oil . gas in all or any part of said Lt} than the entire atvb undisided fec o e e tate (whopher o'y ’
rental and other payments, if any. aceeuing from any part as to which this leaw covers I than ok fiil toahalb b paid onls in
bears to the whole and undivided fre sunple estate therein. Shoold wny covor more of the parties narnsd a
ecuting the same. ;
t!. Lessce, itshis successors, heirs and asigns, shall have the right atany time to surrender this lrawe, in swheobe o in part, to lesaar o b heies, seccesors, and asigns by deliv ering oe mailing a release
thervof L0 the lessor. of by placing a release theroof of record in the county in which said fand is sitzated there s bsee shiadh Be rebeved from all obligations, expressed ()r‘impllu]. o? this agreement as to
acteage so surrendered, and therealter the rentaby and shat-in royalty payalle herennder \ball be reduced in the projostion that the acreage cosered herehy i redizoed by <aid release or njcuh

. e A D

rations herewnder, oz from preducing oil or gas hereunder

interest is herein specifind or not) then the royalties, shot-in royalty,
3 propuortion which the interest thecein, if any, cuvered by this lease,
as lessses Faab tevecnze his Jease, it shalt nevertheless be binding upen the party of parties ex

Executed the day and year fisst above written




STATE OF NEW MEXICO,
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

County of

The foregoing instrument was acknowledged before me this .. day of . _ .
19 by — ——
My Commission expires_. o 19 T o Notary Public

STATE OF NEW MEXICO,
INDIVIDUAL ACKNOWLEDGMENT {(New Mexico Short Form)

County of.
The foregoing instrument was acknowledged before me this day of
18 by
My Commimion expires. . 19 Not-.iy Public
STATE OF NEW NEXICO, '
S INDIVIDUAL ACKNOWLEDGMENT {New Mexice Short Form)
The foregeing instrument was acknowledged before me thia day of
19 by
My Commission expirea . 19 Notary Public
STATE OF
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of.
The foregcing instrument was acknowledged before me this day of .
19 by
My Commission expires » 19, v T Iiotary Public
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STATE OF NEW MEXICO
CORPGRATION ACKNOWLEDGMENT (New Mexico Shorl Form)
County of _
The foregoing instrument was acknowledged before me this day of — , 18
by S - - — President
of —_— SN > S N corporation
on behalf of said corporation.
My Commission Expires: ; o Notary Public

STATE OF

CORPORATION ACKNOWLEDGMENT (New Mexico Short Form)
County of e

The foregoing instrument was acknowledged before me this e e Gay Of . , 19

by I e _President
of e e e 8. — corporation
on behalf of sa{d corporation.
. My ‘Commission Expires: . o - Notary Public
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. Recommended by the
B Council  of Petroleum
K5I} 601, ruisa vai0n Accountants Societias of

LIPRS

EXHIBIT et

Attached to and made a part of that certain Operating Agrecment
dated April 7, 1981, by and between Rcad & Stevens, Inc., as
Operator, and Coquina 0il Corporation, et al, as Non-
Operator. . . .

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS
1. Definitions

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

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and

maintenance of the Joint Property.
“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the Parties. H

“Qperator” shall mean the party designated to conduct the Joint Opcrations.
“Non-Operatorsy” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Opcrators.

“Pirst Level Supervisors” shall mean ‘hose employees whose primary function in Joint Operations is the direct
supervision of other employees and. or contract labor directly employed an the Joint Property in a field operat-
ing capacity.

“Technical Employces” shall mean those employces having spectal and specific engincering, geological or other

A e BRI

professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.
“Personal Expenses’ shall mean travel and other reasonable reimbursable expenses of Operator's employees. :
B “Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. ;
- “Controllable Material” shall mean Material which ot the time is so clussified in the Materis! Classification Manual H

as most recently recommended by the Council of Petroleum Accountants Socnetles of North America.

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of cach month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
: vestment and expense except that items of Contiollable Material and unusual charges and credits shall be sep-
‘ arately identified and fully described in detail.

3. Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Opevater shall adjust each monthly billing
to reflect advances received from the Non-Opcrators.

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days afier receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (124 ) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint

Dreperty ic !npn?oR whichever is fthe lescer nlus attornev’s fene  enirt coete and othor cpsts in connecticn with
re ana ¢ther soinoeenne nowity

the collection of unpgnd amounts.

4. Adjustmeats

Payment of any such bills shall not prejudice the right of any Non-Cperator to protest or question the correct-
ness thereof; provided, however, ail bills and statements readered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be tvue and corvect after twenty-four (24) mos:ths following
the end of any such calendar year, unless within the said twenty-four (24) month period a Noon-Operator takes
written exception thereto and makes claim on Operator for adjustment. No adjustment fuvorable to Operator shall
be made unless it is mude within the sume preseribed period. The provisions of this paragraph shall not preveat
adjustments resulting from a physical inventory of Controllable Material as provided for in Scetion V.

5. Audits

A. Non-Operator, upon nolice in writing o Operator and all othier Non-Operators, shadl have the right to audit Qpe-
rator's accounts und records relating to the Joint Account for any calerdar yemr within the twenty-four (21) month
period following the end of such calendar year: provided. however, the muking of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts ax provided for in Parvagraph 4 of this
Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to
conduct joint or simultancous audits in a manner which will vresult in o minimum of inconvenience to the Qpera-
tor. Oncrator shall beur no portion of the Non-Operators” audit cost incurved under this paragraph unless agreed
to by the Operator.

6. Approval by Non-Operators

Where an approval or other agreement of the Parties or Non-Opcerators is expressiy vequired under other see-
tions of this Accounting Procedure and if the agreement o which this Accounting Procedure is attached contains
no contrary provisions in regard thercto, Operator shall notify all Non-Operators of the Operator’s proposal, and
the agreement or approval of o najority in interest of the Non-Operators <hull be controlling on all Non-Opera-
{ors.
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Il DIRECT CHARGES

Operator shall charge the Joint Account with the [ollowing items:
1. Rentals and Royalties

Lease rentals and royaltics paid by Opcerator for the Joint Operations.,
2. Labor

A. (1) Salaries and wages of Operator’s ficld employces directly crployed on the Joint Property in the conduct
£ of Joint Operations.

(2) Salaries of First Level Supervisors in the fictd.

{3) Salaries and wages of Technical Employees directly employed on the Jeint Property if such charges are
excluded from the Overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on o “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable 1o the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is uscd, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
: applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
: tion I1. :

D. Personal Expenses of those employecs whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Scction 1L

3. Employee Benefits

Operator's current costs of cstablished plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other beunefit plans of a like nature, applicable to Operator’s labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Seciion Il shall be Operator’s actual
cost rot to exceed PRORKIMKAXANKARARY. twenty-three per cent (23%) or the per cent most

" g ggﬁly recommended by the Council of Petroleum Accountants Societies of North America

Material purchased or furnished by Operator for use on the Joint Property as provided under Section 1V. Only
such Material shall be purchased for or transferred 1o the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and cconomical operatiuns. The accumulation of sur- 1
plus stocks shall be avoided. ;

5. Transportation

Transporiation of emnlovees and Material necessary for the Joint Operations but subject to the following limita-
tions:

s s e e e

A. If Material is moved to the Joint Property {rum the Operalor’s warechousc or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store, !
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties.

B. If surplus Material is moved 1o Operator’s warcheuse or other storage point, no charge shall be made to the !
Joint Account for a distance greater than the distance 1o the nearest reliable supply store, recognized barge :
terminal, or railway rcceiving point unless agreed 1o by the Parties. No charge shall be made to the Joint Ac- !
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties.

C. In the application of Subparagraphs A and B above, there shall be no equalization of uclual gross trucking cost
of $200 or less excluding accessorial charges.

6. Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by
Paragraph 9 of Section II and Parvagraph 1. ii of Section 1. The cost of professionad consultant services and coni-
tract services of tochnical porsonnal directlv engaced on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professtonal consuliant services ov contract services ol teehnical persunnet not di-
rectly engaged on the Joint Property shall not be churded to the Joint Account unless previously agreed to by
the Parties,

-1

Equipment and Facilitics Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates <hatl include costs of madntenance, repairs, other
operating expense, insurance, ltaxes, depreciation, and interest on investment not to exceed cight per cont (8<¢)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In icu of charges in Paragraph 7A above, Operator may ciect to use average commercial rates prevailing in {
the hmmediate area of the Joint Property Jess 207, 0 For aitomotive caeipment, Opervator may eleet to use rates
published by the Petroleum AMotor Transport Aszociation.

8. Damages ond Losses to Joint Property

All costs or expenses necessury for the vepaly or veplacement of Joint Property made necessary because of dam-
ages or losses incired by five. tlood, storm, theft, accldent, or other cause, except those resulting f'rom Operator's
gross negligence or willful misconduct. Operater shal furnish Non-Operator written notice of damares or losses
incurred as scon us practicable after a veport therveol hus boen veccived by Operator.

9. Legal Expense

Expense of handiing, investipating and settling Iization or elaims, discharging of Hens, pavment of judgments
and amounts paid for scttloment of cliims invcurred in or vesulting from operations under the agreement or
necessary 1o protect or recover the Joint Property. except that no chavge for services of Operator's legal staff
or fees o expense of outside altorneys shall be mude unless previousty apreed to by the Parties. Al other lepal
expense is considered 1o be covered by the averhead provisians of Scetion T unless otherwise agrecd to by the
Parties, except as provided o Section I, Paraaraph 3.
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Taxes

All taxes of every kind and nature assessed or levied upon or in connceetion with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Opevator for the benefit of the
Parties.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joinl Operotions are conducted m a state in which Operator may act as self-insurcr for Work-
men's Compensation and.or Employers Liability under the respective state's laws, Operator may, at its election,
include the risk under its self-insurance program and in that cvent, Operator shall include a charge at Operator's
cost not to exceed manual rates. .

Other Expenditures

Any other expenditure not covercd or dealt with in the foregoing provisions of this Section 11, or in Section 111,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

111. OVERHEAD

Overhead - Drilling and Producing Opcrations
i. As compensation for administrative, supervision, office services and warchousing costs, Operator shall charge
drilling and producing operations on cither:
( X ) Fixed Rate Basis, Paragraph 1A, or
( )*Percentage Basis, Paragraph 1B.

Unless otherwise agreed to by the Purties, such charge shall be in licu of costs and expenses of all offices
and salaries or wages plus applicabie burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section 1I. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or muatters before or involving governmental agencies shall be considered
as included in the Overhead rales provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a dirvect charge to the Joint Account,

ii. The salaries, wages and Personal Expenses of Technical Employcees and or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall () shall
not {X )} be covered by the Overhcad rates.

A Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per monih:

Drilling Well Rate $3,825.50 -
Producing Well Rate $_§_33:_545,,_ S . A

(2) Application of Overhead - Fixed Ratle Basis shall be as follows:

(a) Drilling Well Rate

[1] Charges for onshore drilling wells shall begin on ike date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consccutive days.

{2) Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminale on the date the drilling or completion equipment moves ofi loca~
tion or rig is released, whichever occurs first, excepl that no charge shall be made during suspen-
sion of drilling operations lor {iftcen (15) or more consccutive days

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
sceutive days or more shall be made at the drilling well rate, Such charges shall be applied for
the period from date workover operations, with rig, commence linrough duic of vig icleose, excent
that no charge shall be made during suspension of operations for fifteen (13) or more consecutive
days.

{(b) Producing Well Rates

[11 An active well either produced or injected nto for any portion of the month shall be considered
as u one-well cnarge tor the entive month.

[2) Each active completion in a multi-comploted well i wwhnch production s not commingled down
hole shall be considered as a one-well chavge providing cach completion is considered a separate
well by the governing reguiatory anthority.

[3] An inactive gas well shut in because of overproduction or failure of purchaser to tuke the produe-
tion shall be considerced as o one-well charge providing the gas well is divectly connected to a per-
manent sales outlet,

[41 A onc-well charge may be made for the month i which plugging and abandonmient operations
are completed on any well

[5] Al other mactive wells {including but not limited to inective wells covered by unit allowable,
lease aliowable, transferred altowable, cte ) shall not quadity for an overhead chavge.

(3} The well rates shall be adjusted as of the first day of April cich vear following the effective date of the
apreement to which this Accounting Procedure is attached. The adjustment shall be computed by muiti-
plving the vate currently in use by the percentage increase or decrease in the average weekiy earnings of
Crude Petroleam and Gus Production Workers for the last calondar year compared to the calendar year
preceding as shown by the index of average weekly carnings of Crude Petvoleum and Gus Fields Produc-
tion Workers us published by the United States Department of Labor, Burcau of Labor Statisties, or the
cquivatent Canadion index os published by Stanistics Canada, as applicable. The adjusted vates shall be
the rates curvently in use, plus or minus the computed adjustment,

B
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o> Percent (<) of the cost of Development of the Joint I’wcxclusive of costs
provided underRagagraph 9 of Section IT and all sulvage credits.

(b) Operating

—_—Percent (Wost of Operatin Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Scction all salva tdits, the value of injected substances purchased
for secondary recovery and all taxes and as nts which are levied, assessed and paid upon the min-
eral interest in and to the Joint Propert»- -

T~
(2) Application of Overhead - Percen asis shall be as foll

costs in connection with drilling, redrilling, ning or any remedial opera-
reliminary expenditures
he well is not com-
a producer, and original cost of construction or installation of fixed assets, the
and any other project clearly discernible as a fixed assect, except Major Construction €1.ned in

h 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and

. operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall
charge the Joint Account for Overhead based on the following rates Tor any Major Construction project in excess .

nlet

of § * : TO BE NEGOTIATED

A. % of total costs if such costs are more than $_ o _butlessthan$ . plus
B. —__ 9% of total costs in excess of $ but less than $1,000,000; plus

C. - % of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any onc project. For the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

3. Amendment of Rates

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

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Opcrator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and/or surplus Material, such disposal being made cither through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-
tor shall be agreed to by the Parties. .

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

2. Transfers and Dispositions
Material furnished 1o the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise agreed to by the Parlies, shall be priced ou the fuliuwing bases exciusive of cash dis-
counts:
A. New Material (Condition A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. rvailway recetving point or recognized barge terminal neavest the Joint Property
where such Material is normally available.
(2) J.ine Pipe
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a reliable supply store neavest the Joint Property where such Material is nor-
mally avatlable.

(b) Movement of 30,000 pounds or nore shull be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Scction IV.

(3) Other Material shall be priced at the current new priec, in effect ut date of movement, as listed by a reliable
supply stove or fo.b. vailway receiving point nearest the Joint Property where such Material is normally
available.

B. Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without yeconditioning:

(1) Material moved to the Joint Property
(a) At seventy-five percent (7577 ) of current new price, as determined by Paragraph 2A of this Scetion 1V,

(2) Material moved from the Joint Property
(i) At sevenry-five percent (787, of cuirrent new price s determined by Paragraph 2A of this Section 1V,

it Material was oviginaily charged to the Jommt Account as new Material, or
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(b) at sixty-five percent (656 ) of current new price, as determined by Paragraph 2A of this Section
IV, if Material was oviginaily chiared to the Joint Aceount as pood used Material at seventy -five per-
cent (754 ) of current new price.
The cost of reconditivning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and 13)
(1) Condition C

Material which is not in sound and serviccable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (504, ) of current new price as determined by Para-
graph 2A of this Section 1V, The cost of reconditioning shall be charged to the reeciving property, pro-
vided Condition C value plus cost of reconditioning docs not exceed Condition B value,

(2) Condition D

All other Material, including junk, shall be priced at & value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.

D. Obsolete Material

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

E. Pricing Conditions
(1) Loading and unloading costs may be charged to the Joint Account ai the rate of fifteen cents (15¢) per

hundréd weight on all tubular goods movements, in licu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II.

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

Premium Prices

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

Warranty of Material Furnished by Operator

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

V. INVENTORIES
Operator shall maintain detailed records of Controllable Material.

Periodic Inventories, Notice and Representation

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

Reconciliation and Adjustment of Inventories

Reconciliation ef a physical inventory with the Joint Account shatl be muade, und a 1ist of overages and shortagec
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operalor with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

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

Expense of Conducting Periedic Inventories

The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the
Parties.
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Attached and made a part of Operating Agrcement. datoeed

April 7, 1981 . by and betwoon READ & STEVENS, INC.
yOperator and Coquina 0il Corporation
et al , 4 as Non-Operator.
INSURANCE

Operator and Operator's contractors and subcontractors shall, during the
drilling and completing of any and all well or wells drilled on the Unit
Area and during the performance cf all operations, carry the following
described minimum insurance coverage on the Unit Area.

A.

O

Bmpibyer's Liability and Workmen's Compensation Tnsurance covering
Operator's employccs and the cmployees of Opcerator's contractors
and subcontractors engaged in operations under this Agrecment, in
compliance with the laws of tho State where the work is to be per-
formed.

General Public Liability lnsurance covering the parties hercto in
connection with all operations conducted by Operator or Operator's
contractors and subcontractors with Bedily Injury or Death limit of
not less than Une Hundrcd Thousand Dollars (§$100,000.00) for injury
to or death of any one person; not less than Three Hundred Thousand
Dollars ($300,000.00) for injury to or death of more than one person
resultiny from any one accident and for Property Damage with a limit
of not less than Tifty Thousand Dollars ($£50,000.00) for damage to
property for each accident; and

Automobile Public Liability and Property Damagoe Insuranc: covering

the parties hereto in connection with atl orerations condacted by
Operator or Operator's contractors and subcontractors with Bodily
Injury or Death limit of not less than Onc fundred Thousand bDollars
($100,000.00) for injury to or decath of any onc person; not less
than Three Hundred Thousand Dollars ($300,000.00) for injury to or
death of more than one person resulting from any one accident; and
for Property Damage with a Timit of not Tace than 3 €he Thonooangd

Dollars ($50,000.00) for damage to property for cach accidont.




EXHIBIT “E"
ATTACHED AND MADE A PART OF
OPERATING AGREEMENT DATED
April 7, 1981 , BETWEEN
READ & STEVENS, INC, AS OUilRATOR,
AND _coquina_0il Co., et al AS,
NON=OPERATOR.

GAS DBALAICING AGRREEMNT

The parties to the Operat ing Aqrcement to which this agreement is attached,
own the working interest in the gas rights underlying the Unit Arca covered by
such Operating Aqrecment in accordance with the percentages of participation
as set forth in Exhibit "A" to said agrecement.

In accordance with the terms of the Operating Agrecient, each party thereto
has the right to take in kind its share of gas produced from the Unit Area to
market or otherwise dispose of the same. In tie cvent any party hereto is not
at any time taking or marketing its sharc of qas, or has contracted to sell its
share of gas produced from the Unit Areca to a purchaser which does not at any
time take the full share of gas attributable to the interest of such party,
the terms of this agreement shall automatically boccome operative.

During the period when any party hereto is not marketing or otherwise
disposing of its share of gas produced from any proration unit within the Unit
Area, the other parties hereto shall be entitled to produce, in addition to
their own share of production, that portion of such other party's share of
production which said party is unable to markct or othcerwise dispose of and
shall be entitled to take such gas production and deliver same to 3its or
their purchaser is}. All parties hereto shall share in and own the liquid
hydrocarbons recovered from such gas by lease cquipment in accordance with
their respective interests and subjoect to the aforesaid Operating Agreement,
but the party or parties taking such gas shall own all of such gas delivered
to its or their purchaser (s).

An account shall be established for cach party not marketing or otherwise
disposing of its share of the qgas produced, which account shall be credited
with an amount of gas equal to such party's full share of the gas produced,
less its share of gas used in lecase operations, vented or lost, and less that
portion marketed or otherwisce disposed of by such party. The Operator will
maintain a current over and under account of the gas balance between the
parties and will furnish all partins hercto monthly statements showing the
total guantity of gas produced, vented or lost, the tetal quantity of liquid
hydrocarbons recovered therefrom, and the monthly and cumulative over and under
account of each party.

Each party hereto will make scttlement with rovalty owners to whom it
is accountable, just as if such party were marketing or otherwise disposing
of its share. and its share only, of cuch gas preduction.  Zadh pariy heret
agrees to hold each other harmless from any and all claims for royalty pay-
wents asserted by royalty owners to whom cach party is accountable. The korm
"royalty owner" shall include owners of rovalty, overriding royalties, pro-
duction payments and similar intarests.

After notice to the Operator, any party at any Liwe nay begin market ing
or otherwise disposing of i1ts share of the gas produced from a proration unit
with respect to which it has an under account balance. Tn addition te such
share, said party, unitil 1t has balanced the gas acoount as to its interest,
shall be entitled to take a siare of ogas determinad by multiplying thirty-
three and once-third porcenc (33 1/3%) of the intorvest in the current gas
production of the party or partics having qan over aceount balance by @ fraction
the numerator of which 1s the interest in the proration unit of such party
with the nnder account balance el e denominator of which is the total per-
contage intoarest

in such proraticon vt of atl poerticos haviag an under aceonunt

bpalance and who are ourrently carioting or othoersise disposing of a portion
of thelr under acoount

batane in addition to their share of qgas.
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Exhibit “E"
Page 2

Each party mavketing or otherwise disposing of gas shall pay the production
taxes due on such yas.

Nothing herein shall be construed to deny any party the right, from time
to time to produce and deliver to its purchaser its ful! share of the allow-
able gas production to meet the dotiverability tests required by its purchaser.

Should production of gas from a proration unit be permanently discontinued
beforn the gas account is balancerl, settlement will be made between those parties
credited with under account and over account halancesn.  Tn making such settle-
ment, the party or parties creditad with an under account balance will be paid
by the party or partics crodited with an over acconnt halance a sum of money
equal to that received attributable to such over account, less applicable taxes
theretofore paid. For gas sold or delivered into intrastate commerce said
sum shall be computed at the price received for sale of the gas. For gas sold
or delivered into interstate commerce said sum shall be computed at the rate
collected, not subject to possible refund, as provided by the Federal Power
Commission, plus any additicnal collected amount which is ultimately not required
to be refunded, such additional collected amount to be accounted for at such
time as final determination is made with respecct thereto.

r
B
a
:

Nothing herein shall change or affect each party's obligation to pay its
proportignate share of all costs and liabilities incurred, as provided in the
aforesaid Operating Agreement.

This agreement shall constitute a separate agrcement as to cach proration
unit within the Unit Arceca. It shall inurc to the bencfit of and be binding
upon the parties hereto, their successors, leqgal representacives and assigns.
It shall become cffective in accordance with its Lerms and shall remain in
force and effect as long as the Operating Agrecement to which it is attached
remains in effect. :

END OF EXHIBIT "E"
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EXHIBIT "F"
continued

B. EQUAL EMPLOYMENT OPPORTUNITY REPORTING

The Contractor, unless excempt, aqrees to file with the appropriate federal agency
a complete and accurate rcport on standard Form 100 (BE0-1) within 30 days after the
signing of this agrecment or the award of any such purchase order, as the case may
be, (unless such a report has been filed in the last 12 months), and agrees to continue
to file such reports annually, on or before March 3lst. (4} CFR 60-1.7 (a) )

C. AFFIRMATIVE ACTION COMPLIANCE PROGRAM:

The Contractor agrees to develop and maintain a current written affirmative action
compliance program for cach of its establishments in accordance with the regulations
of the Secretary of Labor promulyated under Executive Order 11246, as amended.

(41 CFP 60-1.40)

D. VETERAN'S EMPLOYMENT

In the event the agreement to which this exhibit is attached is for the purpose of
carrying out a contract with any department or agency of the United States for the
procurement of personal property and non-personal services (including construction)
for the United States as provided by Section 2012 of Title 38 USC, Contractor agrees
to give spqcial emphasis to the employment of qualified disabled veterans and veterans
of the Vietnam era and to list immediately with the appropriate local employment
service all of its suitable employment openings.

E. EQUAL OPPORTUNITY IN EMPLOYMENT CERTIFICATICN OF NONSEGREGATED FACILITIES

Contractor, by entering into the contract to which this Exhibit “F" is attached,
certifies that he does not maintain or provide for his cmployees any segregated
facilities at any of his establishments, and that he does not permit his employees to
perform their services at any location, under his control, where segregated facilities
are maintained. He certifies further that he will not maintain or provide for his
employees any Ssegregated facilitics at any of his cstablishments, and that he will not
permit his employees to perform their services at any location, under his control,
where segregated facilities are maintained. Contractor agrees that a brecach of this
certificetion is a violation of the Equal Opportunity clause in this contract. As used
in this certification, tho term “"scyregated facilities” means, but is not limited to,
any waiting rooms, work arcas, rest rooms and wash rooms, restaurants and other
eating arcas, time clocks, locker rvooms and other stovag: or dressing arcas,
parking lots, drinking fountains, recrecation or entertainment arcas, transportation,
and housing facilities provided for cmployees which are segregated by explicit
directive or are in fact segregated on the basis of race, creed, color, sex or national
origin, because of habit, local custem, or otherwisc. He further agrees that (except
where he has obtained identical certification from proposed subcontractors for specific
time periods) he will obtain identical certifications from proposcd subcontractors prior
to the award ot subcontracts excesding $10,000 which are not exempt {rom the pro-
visions of the Equal Oppoertunity clause; that he will retain such certifications in his
files; and that he will forward the followiny notice te such proposcd subcontractors
(except where the proposed subcontractors have submitted tdentical certifications for
specific time periods): NOTICE TO PROSPECTIVE SURCONTRACTORS OF REQUIREMEIMT FOR
CERTIFICATIONS OF NONSEGREGATED VAUILITIES A Certification of lonsegregated Facilitles,
as required by the May 9, 1967, Order (32 ¥.R. 7439, May 19, 1967) on Elimination of
Segrcgated Facilities, by the Sccretary of Labor, must be submitted prior to the award
of a subcontract exceeding $10,000 which 1s not exempt from the provisions of the Eqgual
Opportunity clause. The certification may be submitted ecither for cach subcontract
or for all subcontracts during a period (i, e¢., quarterly, semi-annually, or annually;.
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Attached and made a part of Operating Agrecment
dated Aprid 7, 1981 by and between Read & Stevens,
Inc. ) .+ a5 Operator and

;Qg_qgi_na 0il Co., et _al ___ . a5 Hon-Operator,

Definition: The word “"Contractor® wherever wicd below shall mean “Operator®
when this exhibit form is attached to an Operating Agrecement and shall mean
"Farmee" when attached to a Farmout Agrocment.,

A. During the performance of this contract, the Contractor agroes as [ollows:

1. The Contractor will not discriminate agatust any employec or applicant for
employment because of race, color, rcligion, sex or national origin. The Contractor
will take affirmative acticn to cnsure that applicants are employed, and that cmployecces
are treated equally during emplovment, without reqard to their race, color, rcligion,
sex or national origin. Such action shall include, but not be limited to the following:

Emplovment, upgrading, demotion or transfer, recruitment of recruitment advertising;
layoif or termination; rates of pay or other forms of compensation; and selection for
training, including apprenticeship. The Contractor aqrees to post in conspicuous

places, available to employees and applicants for cmployment, notices to be provided

by the contracting officer, setting forth the provisions of this nondiscrimination clause.

2. The Contractor will, in all solicitations or advertisemcnts for employees
placed by er on behalf of the Contractor, state Lhat all qualified applicants will
receive consideration for employment without regard to race, color, religion, sex
or national origin.

3. The Contractor will send to cach labor union or representative of workers with
which he has a collective bargaining agrecment or other contract or understanding, a
notice to be provided by the agency contracting officer, advising the labor union or
workers' representatives of the Contractor's commitments under Section 202 of
Executive Order No. 11246 of September 24, 1965, and shall post copies of the notice
in conspicuous places available to employees and applicants for employment.

4. The Contractor will comply with all provisions of Executive Order No. 11246 of
September 24, 1965, and of the rules, regqulatiens and relevant orders of the Secretary
of Labor.

S. The Contractor will furnish all information and reports required by Executive
Oxder No. 11246 of September 24, 196%, and by the rules, regulations, and orders of
the Secretary of Labor for purposes of investigation to ascertain compliance with
such rules, regulations and orders,.

6. In the event of Contractor's non-compliiance with the nondiscrimination clauses
of this contract or with any of such rules, regulations or orders, this contract may
be cancelled, terminated or suspended in whole or in part and the Contractor may be
declared ireligible for the further Government contracts in accordance with procedures
authorized in Executive Order No. 11446 ol secptowmirer 24, 1305, and such cther
sanctions may be imposed and remedics invoked as provided in said Executive Order
Mo. 11246 of Septeuwber 24, 1965, or by rules, rermliatien or order of the Secretary of
Labor, or a ctherwise provided by law.

7. The Contractor will include the provisions of baragraphs (1) through (7} in

regulations or orders

of the Secrctary of Labor issucd pursuant to Section 204 of Executive Order No. 11246
of September 24, 1965, so that such provisions will be binding upon ecach subcontractor
or vendor. The Contraclter will take such acticn with respect Lo any subcenbtract or
purchase order as the contracting agency may dircect as a means of enforcing such
provisions, including sanctions for noncompliance; pivovided, however, that in the
cevent the Contractor becomes involved in, or is threatened with Titigation with a sub-

every subcontract or purchase order unless exempted by rules,

centractor oy vendor as a result of such dircetion by the contracting agency, the Con-
tractor may request the United States teo enter into such litigation to protect the
interest of the United sStates.

T
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Tracc #

381

382
383

384

385
386
387
388
405
406
407
408
409
410
411
412

413

415
416
417
418

419

i~
£
c

437

EXHIBIT "A"

TOWNSHIP 23 SOUTH, RANGE 28 EAST, N.M.P.M.

Section 19: Lots 1,2,3,4, U/2W/2

Contaluing 318.34 acres, more or less
Eddy County, New Mexico

Tract Royalty

Acres in Tract OQwner

4.94 ac. Margaret Speuace
T.J. and Doris Kimbley

4.94 ac. "

Tract Leasehold
Owner

Read & Stevens, Inc.

4.94 ac. Royalty and leasehold owners for Tract 383

are listed on Page 3
4.94 ac. Margaret Spence
T.J. and Doris Kimbley

5.00 ac. .
5.00 ac.
5.00 ac.
5.00 ac.
5.00 ac.
5.00 ac.
5.00 ac. "
5.00 ac. "
4.94 ac. v
4.94 ac.
4.94 ac. "
4.94 ac. "
4.945 ac. "

4.945 ac.

4.945 ac.
§.945 ac. Leony Lucas
5.00  ac. Hargavel sSpoence
T.J. and Doris Findley
5.00 ac. "
5 D0 e pal R. Nlson
5.00 ac. Margaret Spence
To Jo and Dorils Kiablev
> 00 ac, Aubrey 4. & Edith
Covault
5.00 ac. Hargaret Spence

T.J. and Dorvis Hinbley

Pape 1 of 2

Read & Stevéns, Inc.

Roy Barton

Read & Stevens, Iae.,
Coquina 0il Corp

Read & Stevens, Inc.




Tract # Acres in Tract
439 5.00 ac.
440 5.00 ac.
441 4.945 ac.
442 4.945 ac.
443 4.945 ac.
444 4.945 ac.
445 , 4.95125 ac.
446 4.95125 ac.
447 9.90250 ac.
448 10.000 ac.
449 5.00 ac.
450 5.00 ac.
467 5.00 ac.
468 5.00 ac.
469 10.00 ac.
470 9.90250 ac.
471 4.95125 ac.
472 4.55125 ac.
Lot 4 and

SE/4SW/4 79.65 ac.
TOTAL 318.34 ac.

L2 T Ty PR PR .~
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Jacquelyn C. Williams

EYHIBIT "A"

Tract Royalty
Owner

Margaret Speace
T.J. and Doris Kimbley

Stephen Knowles Quinn

Margaret Spence -
T.J. and Doris Kimbley

**X[isted Below
E.L. and Maxine Dornan

**%,{sted Below

Everett D. and Beulah
M. Hardesty

Margaret Spence and
T.J. and Doris Kimbley

**[{sted Below

Ruth M. Campbell

*Listed below

®x

Jim L. Sharp, aud his wile, Kathryn Sh.rp

HoW. Smith and his wife,
Evelyn Smith

Barry L. Antweil

Mark R. Antweil

Donald E. Blachmar and his wi
Brenda Ann Moran

Alan Antweil Trustee of the T

as the Atan Aatwelil and Mary
Trust.

*%% Dr. Leland L.
Dora §. McKnight, Trustees
L.T. Lewis and Nellie Lewi
Dore L.

Fellows, Dor

Y

fe, Nell L. Blackmar
rust Estate known
Frances Antwelil

alea Sanders Bean,
of the Estates of
S.

Sanders, and Leland L. Fellows and Doralea

S. Bean, Trustees of the Dora Lewls Sandervs Trust,

Leland Lewis Fellows Trust

and Doralea Saanders Bean

vaye 2 of 3

Tract Leasehold '
Owner

Read & Steveus, Inc.

Coquina 0il Corp.

Read & Stevens, Inc. b

Roy McKay
J.R. Rowan

Roy McKay

Cities Service-*

T
A Y RPN TR & 5123 1 ST . A PR 3

Read & Stevens, Inc.

James E. Kichne

James Isbell

Coquina 0Oil Corp.

Harold W. Barnes and his wife
Delia Barnes, David L.

Barnes and his wife Dorothea S
Barnes and Talmadge Cleaton,
Individually and as Independent
exeentor of the Egtate of Ruth
M. Gleaton

Trust.,




TRACT 383, 4.94 acres
Acres owned Tract Royalty Tract lecaschold
Under Tract 383 __Owner Owner
[
1.3832000 University of Missouri Ronnie Ward :
1.3£32000 Ellis Fischel State watspenf

Cancer Hospital

[
.0658996 Catherine B. Sauders Ronnie Ward %
.0658996 Helen M. Cox Rennie Ward é
. 0658996 Veva Jg. Isreal Ronnie Ward %
‘ .0658996 R.K. Mchwen Ronnie Ward %
i .0658996 Fred McNabb Ronnie Ward
E .032%004 Goldic M. Kirk Ronnie Ward
.0164008 Lois Jane Yantis Ronnie Ward
. 0164008 Whitson J. Kirk, Jr. Reonnie Ward
1.1856000 Ronnie Ward Ronnie Ward Xéfv : ;
.09880C00 Belle amunds unleased uﬁ58i>j/// f
E Z . 0988000 Thelma Edwards unleased A4<<:;p/ é
'1% . 3952000 Imogene Tappana unleased *ﬂf? g

4.9400000 acres

Pagie 3 ot 4
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505/622-3770

READ & STEVENS, INC.
WELL COST ESYIMATE
AUTHORITZATION FCR EXPENDITURES

AFENO._ 2 Prepared By:_ Bruce Stubbs
Date June 3, 1981
Well Name K 1mb ley # i —_Prospeet Name . . -

Location—_ W/2 S¢C. 19-2385- ZBL (‘ounl\ dey CState . NMo_
Est. Total DcplL.._g_._g..Q...... Formation _MOQI Y O\( . . L I
Drill; Wildeat__ X _ Development. . . Original Mpplmu‘nt Reuscd
Workover: Recompletion______ . Maintenance.. Extimate Estimate —— Estimate. X _ .

Description of Work: . . .

GROSS COSTS

INTANGIBLES

Location preparation and damages
Contractor's footage charge =t @ $__._._~. . per ft
Contractor's day work — 80_days @ $_8550 per day
Bits and reamers

Mud, chemicals and mud services
Equipment rentals

Logging and testing

Mud logging

Hauling and freight

Supervision

Cement aad cementing services
PYerforating, acidizing and fracturing
Completion workover and swabbing units
Contract services

Non-recoverable equipment
Administrative overhead

Miscellaneous expenditures

Plugging and abandonment

Water

Contingencies

Sales tax

TOTAL INTANGIBLES

WELL TANGIBLES

Surface casing _4Q0 ft. of __16 in @ $_39.66 /1

Protective casing 3000 g1, of2 0 3/4m. @ $22.02 .
Production casing 9600 1t. of 7. 5/8in. 6 §29.96 /.

Tubing 12,600 of 2_7/8in. @ $6.39 _ /it
Liner _3500ft of . 5___.in.®s 28.75 /
Well head equipment

Other sub-surface equipment

Other surface well equipment

TOTAL TANGIBLES
TOTAL WELL COST

(A) Well cost lo casing point $1.600,432
(B) Well cost after casing point 5 457,639

PRODUCTION EQUIPMENT

Hauling and freight

Supervision, labor, contract services
Miscellancous connections, fitings

Linec pipe
Pumping cquipment
Tankage 2 - 300 Ybs
Separator
Dchydrator
Heater-treater
Other o s e
TOTAL PRODUCTION EQUIPMENT
TOTAL AFE
) B TOTAL PREVIQUS ESTINMATES
Q)
; n r/xxA=»u-“‘rﬁj}w“ ySTATE
R ~. .
jare h”\ Al Lobenedh DIRARTONS
CoMIANY: SIGNATULE TEILE:
( .
~ D EXRERIT 0. 2
CASENO.___ 7 :»s. ce//

Gry Hole Producer
$.. 30,000 $ ..,30_,_00.0.
Te85.392  _g8s.3a2
75,000 _..15,000.
125,000 ~125,000.
90,000 20,000
—~.95,000 25,000
—.18,000 _18,000
~ 20,000 .-20,000
..~ 15,000 ..45,000
.-45,000 ..60,000
——— h ———— M
R _.30,000
4,500 —_4.500
3,000 3,000
20,000 20,000
10,000 =
35,000 35,000
$.1,230,892 51,345,892
15,864 s__15,864.
___ﬁ_ﬁ._ﬂnﬂ -.66,060
__ 28] LJLB 287,616
A . .--80,514.
—— _ 100,625
- 48,000
= 15,000
N S 14,000
s 369,540  $.623,679
$ 1,000,432 $1,969,571
S - 3 <z O Q O
ez - 2 I.Q_O,Q,.
— 3 LQ,O_,O.
. — Ly 5 Q Q
- 153, boq
- 25,000
s - s 23,500
s 1,600,432 52,023,071

L2 R 7]

1,600,432

S
$2,023,07.i

DA INTEREST:
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MODEL FORM OPERATING AGREEMENT

#1 KIMBLEY

OPERATING AGREEMENT

DATED

April 7 , {9 81 |

OPERATOR  READ & STEVENS, INC.

CONTRACT AREA Township 23 South, Range 28 East

Section 19: W/2

COUNTY &R-PARKH-OlY tddy STATE

BEFORE EXAMINER NUTT R

[N
OlL (O'( r\//\fq 30

/E \) EXHHIBIT MNO. L{/_w___

CASE NO. ;5 Ca (a

]

OF New Mexico
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] OPFRATING AGRUFEMENT

3 TIHS AGREENENT, entered ante by ek betwenns BEAD & STEVENG, INC.
4 P.O. Box 1518, Roswell, New Mexico 88201

Beroynatter obe apenated and

Hoooreferved o oas COperator”) and the senatos s poady op poatzes other than Oy erator, sometimes: heremalter
6 referred to mdnvedoaliv hesem o0 "Non Opeaader 7 anad colledbicei, o N Oypweratar

(i

d WIUTPNESSETH

4

) WHEREAS, the purties 1o s aoieement e oonncs or ol ded cas Tes-es savd o oid and pas -

11 terests in the lond adentotied e Fabdbe N7 G the poahie bt boonve teached o agrcemunt toesplire
12 and develop these feases wnd or ot and sas miderests foo the peaduetion of onl aned gas to the extent and
13 as hercinafter peovided

15 NOW, THEREFORE., 1t is agreed ws follows:

, 17 ARTICLE L
i 18 DEFINITIONS

20 As used i this aereenwent, the tollosme words and beene haid Bave the aenmines beere aaeribed
21 to them:

22 A The term ol and gas™ shall mean o, gas, casighoend sl oos condensate, aned ol other fiquid
23 o1 gascous hydroecarbons and other moarketable substanecs produecd therewith, unless an intent to
24 limit the inclusiveness ol this werm s soecihweally stated

25 B. The terms ol oamed gas ease™ lease™ and Uheaecbodd 7 Shalb mean the ol sl cas leases cove-
26 ering tracts of Jund Iving witlun the Contract Avea which cre oovnedt by the parties to tas aereement,
a 27 C. The term "ol andd gos ointerests™ shall mican undenosd toe o mnerad interests in tracts of !
{ 28 land lying within the Contract Aven which oe owned b et to thitd ceaccment 5
: 29 B The term “Contiaet Aven™ shadi aean afl of the Boud ool ood cos feascetiold mterests and il \
30 and gas mterests antended 1o be developed cewd aperated tor ! d cie paa poses uoder this agrecment, E
31 Such i:nuI.\': ol and o deasehold anterest s Gnd ot and cas terests sire described ane Extubat AT 3’
32 E. The term deithne wnt”™ shol veion the avea hioed tor e dorthing of one well by acder oraule E

33 of wny state o federad body Foveng aaatbonte s I wodubies rant o net Gaed by any such rale o order,
31 o deilling anit shadd be the dedbing ueat as estabhisbiond by the poadte coc of didlline o the Contract Aven

35 or ax fined by exXpress seneement ot the Dot o tic

36 F.oThe terne duaate™ shidt tsenn the ok e s dee o on mtere f o whirehl o piopecd well 1L ta
} 37 be locuted
; 3o G. The terms “Dolloee Poavty™ el Consenton: Poau il venn oo pariv who aerees o join in
s and payoats shace of e cost ot any o st condie b nsder the provieions o i aercenent
3 40 HooThe tevus “Non-Dinibhing Pacny™ onsd "Nan-Unneentiey Pasie T chaodt meian o parts who elects
o 41 not to participate oo proposed operition,
3 ; 42
43 Unless the contoxt othoerwise vhendy odivates, words wiea s the aeenlar include the plavad, the

4 phaval wclades dhe smputars and the newter gender neiedes the moeeouhme and the temnonee,

45

46 ARTICLE. 11,

47 EXHIBITS

49

19 The tollowimy exlinbitss s et below and atteched dnecte are e porated o ond made o

o part hercof:

a1 ix FooMxiabal AT st snctvde Lo tollee e o ot

o2 (1) Idenniieation of howds subjoet do auoteement,
a3 (2) Restrictions, b anyv, as o depthee ar tarmatios
54 (3} Pereentases o frachionad prterestn of pctac Do b e et
55 (4} Onh Grad vas Teases ad ool oad as e R R I F U S E T R T CE N RIRT SRTRIRY
HIY (3) Addrencn ol perviive dod natoce i s
i % B oxhabil BT Pos o o beeane
Tolahihil U Aot s Db

W

oxndabar DY T

i
ti) OO PD RsEahar R i B Nvvenne o

! O O DS FEE A A O R e TS BTN L R B ST L R A S L P SO S Y )

- (14 [ iy oo ot e e [ N A il ot et o ]

6 1 e im‘f“. [ T N ET RS S FY R ST R i, X I ' L
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A.A;P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

ARTICLE 1L
INTERENTS OF PARTHS

A, O and Gay laterests:

1 any party owns an unleased ot dout o anterest an o Contract Arca, that adere-t <hall be
treated tor the purpase of this aprectuent and durimng the ot herteod oo b 0 were o learod interest
ander the forn ob ol ad vas lewse artachued oo Badahn SN o aeh anterest, the s shadl e
ceive tovadty o production as presenibod e dorm ol ool odd e Wearwe attiched Beveto o Eabirbit
137 Such party shcdl howevers beopngeet tooall of The peovs sl U arecnment celatime ta lesrees,
to the extent that ot envts The Teosaee et

B. Interest of Parties in Costs and Prodaction:

Exlubit A7 bists afb of the parties and Tho tespoective peorcentae or fractionsd anteresds under thas
agrecment,  Unless changed by other provisions, alt eocts arad Dabahites ancntied e opecation: under
this agreement shall be borne and paid and alb equipment cood mates il acgqored i operitions on the
Contraet Aren shadl be owned by the porties as ther oitere 6 e shown e Exhibat “AT AR produe-
tion o1 oil and cas from the Contrac' M subject to the paviert of lessor’s dovadbies which will be
borne by the Joint Account. shall sdse be owned by the poties o the sime ninmey durimy the lerm
hereot: provided, however, this shidl nat be deemed an diseiment or cross-iissipnment of nterests covy -
vred hvn-l)‘\'_

ARTICLE WY
TITLES

A. Title Examination:

Title exianination shadl be geste one the doillstte of ooy propescd well pros o compmencement of
) ! i

drilline operations ov. it the Deilling Parties co request tetfe exooninstion shadt beomode on the Teases
and or ail and gas interests included, oy planned to be incloded an the dobling wmit sround such well
The opinion will include the ownership of the workms mterest minerads, yovalte, overviding royalty
and production pavments under the appheable leases. A the tune aowell s propozed, cach party con-
tributing leases and or oil end gas interests o the drdlste, o to e meluded i soch driliug unit, shall
furnish to Operator all abstraets includimg Federal Leiees Statas Heparts) o title opinons, title papers
and curative maler gl o is pessession b of chars A snch gdeamation wot g the peosseaaan af o
made availible 1o Operator by the porties, bt necessary o the ecammnntion of ttle sbholl be obtinned
Ly Operator. Operator shadl eause e fo beoexamed by atbreecs b stat o by antside aftorneys,
Copies of ali tithe apenions shall he furnished (o cach paety borete The cost i ed by Operator i

this Lithe prozvam shalt Le borne as tollowss

Oplion N T CoSTE el v DY OpciataT T KR R ITAAEY Pt T el

sreliminary., supplemental, shul-in gox rovalie opnnons and disstor A TG opinions) shatl bhe
bart of the uiilnil:islvx'il!\'g piadiend as providhad in Fababer 00 o shdd not be oo direet charpe, whethe

Operstar's <tadl attornevs o by ontsade aftoneys

[ T S Y] I SRR

w Tt v B e ahee o abedeac s wred fees padd ot ide attarneys
for title exuminstion Gnclodies paocbime s capplementad le oo ravadty aptiions et division
; } A Vo

order e opionsy shall Ge borne by thae Thodling Pastns o0 the peroporhion that the mteres o cach

Preidlens Doty Geans o the fotad snrene s o wdd Dedhney Paats

A vk anterests appear o kxbabat CAT

Opeviter it moabie no chin

P servoor o cendered by Lath atteaaievs o ofher peroonnel i the

pertormance of the ahove frnctons

Fueh paaty shad be oo poneabie for sovinn cinatey ot

; ool poodiin amerndnoen s o Geoeeents
veguited py contectton withe oaees o o e o ntere v Tt b nh nocty e Operator Shall be
vesponsible Jor the poepioaton aned voceibae ot Pachne The et o Dechnad o s i the
cotndtivt 6! Bt ot Giowern o0 A sinene Too tre s o0 o e o penbin caderss This
shalb ot provent ooy ety Jrom i e L R o ot S

No e cindd e b the ot N il . P R O | RTINS BN Rt L (TR P LI TEeE T
Dais boein et abeece pionidest e br Ty b b o P b Chae e nrann ot ol
trtle o boers neon ot e IR KSR : s N T Gt el
15, Lass ol ade:

R i et , . ) Voot o o Yhiroush
Galtire nl torte bt e P Tt e e oot AT T apnee s
crend, o pnowertid [ R ER] o AR VR ORI : el o te et el

Ly T e U U PR - it b b alogee
Phies wntrees B et Rt b s s T e v e : , N R T A TR T T TR

e TN A
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P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

or operaling vosts which it may hiave heretotore pocd B these badl he no maonctioy habihty anits
parl to the other parties hereto Tor dntiees developments opciatne: o other sk costs by reason of
such titie fuilure; and

(L) There shall be no o pelvoactive dystment of copac cnmearted or revenues received from the
operation of the inferest which has beens ost bot the intaore s ob the parties shadl be vevised an angere-
age basis, us of the time it s deternuned fusally that tithe Snlooe boes ocenrned, <o that the ainferest of
the party whose leaxe or interest 1s alfected by the utle galioe will thereafter be reduced in the Contract
Arca by the amount of the mterest lost, and

(¢} If the proportionate interest ol the other pan e beretaoan ann producing wedi theretofore drilled
on the Contract Areva is icervased by veosan of the fitle odure, e praty whose title has finled shalt
receive the procecds attonbutable to the merease n such itercd s (Gess costs and bardens thiibutable
thereto) until it has been reinbursed o unrccovered co tnopand by it i connection with sueh well;
and

(d) Should any person not o panty to thas g

cement. who o dotcrpnned to be the owner of any in-
terest in the ttle whiteh has Guled, pay o aoy maner Gioc peat ab the cost of operation, development,
or equipment, sueh amount shall be paad 1o the party o partne s who hare the costs whieh are so refund-
ed: and

{e) Any Hahihty ta decount to oo thnnd ponnty or peva paeebetron of o orl and e whiehs soeues by
reason of Ltle fatlure shall bee borne by the party or pietees vy the ane prapostions i owhich they shared
in such prior production; and

(7Y No chavge shall Be omade 1o the pernt Geconnt Toe Loon b v o] feed or sphim e, 1 connection
with the (14(‘1'0115\- of the mnterest cluimed by Lesy parts osetes o0 bemea the mtention of the parties

hereto that cach shall detend 1itle toats e est aned bear b ey ees o0 conmeetion therewith

20 Loss by Nou-Pavment or Frroncons Pavment of Accas Daae o U0 throash nustake o oversight,
any rental, shut-m well pavment, nanonoonn voyadiy o G 0 o encnt s pot patd op s erroneousiy
pald, and as o resudt o Tease or anterest tieoen Wernoeato. teoo 0 el bee naomenete s finbihity analnst
whir barled ta miniie the required pio tnent

secures &onew lesse vovering the siane antorest wrtbon vavec b (300 e Do the deeover v of the fail-

ure to muke proper pavmeent, which aeguonation wall not be abgoet o o tiele VIR the

the party whe faded o muke sach pavment Uodess the poa

iterests of
the parties shall be ievised onan aer sage bosiss eltective s of e date of Termination of the lease in-
volved, and the party who tailed 1o make propor payment wirll oo donrer be eredited with an interest in
the Contruct Arca on account of ownership ol the luee o oterest whieh has ferminated. In the event
the party who tfailed 1o make the required pavment  hall nos have been tullv renmbursed, at the time of

the loss, from the proceeds of the sale of il and gas attebatable 00 the 1ost

interest, caleulated on an
acreage basis, for the development and operating costs therctotore paid on geeount of such inferest, it
shall be reimbursed for unrecevered actaad costs theretotore pard by w0 (hat not for its share of the
cost of any dry hole previously drilled or wells previowsh abandoned) from o muach of the Tolowing
as Is pecessary o effeet reimbursement:

() Proceods of oil and pas, less uperating expensen, theretotore aeerned to the vredit of the last
interest, on an aereage basis, up to the anmouant of unrecovered eoxts

(b) Procecds, less operating expenses. theveafter acerned attrtbutable to the Jost interest on an
acreage basis, of that portion of oil and gas thercafter produced and marketed  (excluding production
from any wells thereafter dritled) which, 1 the absence of sueh hgee termination, would be attributable
to the lost interest on an acreape basis, up to the amount of nreeovered eosts, the proceeds of  said

...... + LA
Y

portien of

PSS B . \ ey I . . . . . . T
N L LA L P B S O T T R R R oy P N R S N N L L R N TR R T Y T

terests: and

(¢} Any mores, up to the atnonnd of tocecoverod coct o it e be opaid By aay piety who s, or

becomes, the owner of the anterest fost 2or the privibece o0 costnopstae an i Coantiaet Avea or be-
coming i party to o this arreentent

Boonthier Taovnaes AT Boses e et o T o e A ek IV YD and TVOBL2L
abeve, shiadl not Lo ocomndored e o e b shat e e 1 Ao skl be borre byl parties
i proportion to o thers mnterests Theoo 80T o no cewehyy Troent Gl mberer bl Phe cennantng portion of

he Condraet s

ARTICLT VL
OPERANTOR

A DESIGNATION  AND RESPONSIBILITIES OF OPFVRNVTOR

READ & STEVENG, INC. hall b the

Opneraton of the Contraay Aveas el bl b o Pt s e vy

{ IARR S BTRIES RS BT L R Y Gierabions on
tho Contraet Den e perrentthoed d coned b e o th e Gotbe S ent 1 snali van-
diret oh o such ot crnandie ot o i Bave ng Brsbality G Operator
to the othier iy oo P bagdelthies e el ccnp el 0 oy resnit from pross

veshioenee o waitad o
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3. Resivnation war Removal of Opevater and Sclection ol Succesat

b Resteraton o Homoval o Gnerator Operater e o o Lt any tiee by e A n! ten nodice

thereof to Now Cperators M Operaton craade ab bl toron o bemcr e G cntone g Uoe

Contract Arca. vioas o dongey capede of v o Opeer st ot bl ceaese ta b Operator wathion uny
actton by Non-Operator, exeept the cledtion ot g s o0 Dperader man be vemoved b o0 fails o
pefuses ta carty ot its Jduties hereander, or becones e cdvent barbaiap! on o plied n teecrvership,
by the aftivmative vote of twe (2 ar miore Non-Opaerater v oaraganty interest bawd on owner-
ship ax shown on Exlubat A7 aed ot e e b o et veponniie alter excludog: the voling
interest of Operitar, Stch resneabion or et al shad! vt Beavrnn effectrve nahb 200 o'elock AM
on the Hirst day of the catemdar momb totlowing the expeatios ot nely (00Y dayvs after the iving of
notive of resignabion by OQperiday v setion by the Non Upnorabon . o femeane Operator, aadesd o suecessor
Operstor has Deen selected dand e e didee o Oy abas 0 s rhier date (e b alteq e ffeet-

ive date of resgnation or removal, shall e boand by the form hetoa! e i Non-Operotor, A change of

Cae corporale name or struchire ol Opevator aa hransber o theratar s aterest 1o any single .\uh\'idiul‘y‘

parent or sucevssor corpeointion shall not be the hases ter ool of Opearo
2. Selection ol Surcessar Oparihig Viion b tenicataes o remeval o of Operates

‘

wocnveesr Op-
crator shald Lo sclected by the Parines Trae seves—op dn it B bae e lested o the oot owenting

anoanterest o the Uentract SNeeac et v rene sieh sdees o0 Omeraton e seleeted B e Oncrntar thit

is remoeved s o ovole gl voles aniy b et ot ol fe ar Oparator Chadl be elochiad by the

affrmativeg vole o hwo (2) o more i lied e Lt e T e s beied ane accnershuge os shown

on Exhibint A7 nd nol on the mirndbar ot ttes terr o 0 s eschiedee the vntnse uoeres of the

Opurztor tha wis retoved
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ARTICLE VL
DRILLING AND DEVIELOPMENT

A Initial Well:
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B. Subsequeni Operatious:

1. Proposed Cperations: Should oy party heyeto desre to bl any well on the Contract Area
other 11\_.;:-1‘“-1:-\1111-;:;:\:;1-(‘1 for in Articie VEA D o toavework decpen e pluy baek o diy hole deilled
at the joint expense o all partics or o well jointly owned by all the porlics and not then producing
in paying quantitics, the party desiving 1o deill, vework, deepen or plue back such o well shall give the
other partics written notice of the proposed operation, <pecifying the wark to he performed. the loca-
tion, proposed depth, objective fornition and the eolimted cat of the oneranhion. The panties receiy -
ing such a notice shall have thitty (38) dayve alter tecept of the notiee within which to notify the
parties wishing to do the work whether they elect to partiepate e the cost of the proposed operiation,
If o drilling vig is on location, notice of proposal to rework, plug back or drvill deeper may be given
by telephone and the response period shall he himited 1o torty-ciaht (48) honrs, exclusive of Saturday,
Sunday or legal holidays. Failure of o porty receiving such notice (o reply within the period above fixed
shall constitute an clection by that party not to partiapaie in the cost of the proposed operation. Any
notice or response given by telephone shall be promptly confivmed in writing,

2. Operations by Less than Al Partics: I any party receiving such notice as provided in Article
VLB.1. or VLE. L cleets not to participate in the proposed operation, then, in order to be entitled to
the benefits of this article, the party or pinties giving the netice and sueh other panties as shal elect
1o participate i the operation shalll within <ixty (60) davs witer the expiration of the notiee period of
thirty (30} dovs (or as promptly as possible after the expuanon of the forty-cight (48) hour pericd
where thetdrilling rig 15 an location, as the case may be) actually commence work on the proposed
operation and complete it with due diligence. Operator shall perform all work for the account of the
Consentiizz Partics: provided, however, if no drilling rie or ather equipmoent is ot localion, and ff Op-
erator is a Non-Consenting Party. the Consenting Pavties shall either: (a) reguest Operator to perform
the work required by such proposed operation for the aceoaunt of the Congenting Parties. or (b} destg-
nate one (1} of the Consenting Pirties ax Operator to perform such work, Consenting rties, when
conducting operations an the Contriact Avea parsuant to Has Article VER 2 chall comply with all terms
and conditions of tins agreement.

H less than all parties approve any proposed operation, the proposing party, immediately after the
expiration of the applicable notice pecod. shall advise the Consenting Darties of (a) the totad inlerest
of the parties approving such operation, and (b)Y s vecommendation as to whether the Consenting Pay-
ties shuould proceed with the operation as proposed. Fach Concentine Pactyv, awithi forty-cight (48)
hours  (exclusive ol Saturday, Sonday or degad holidays) afler vecopt of such notiee, shall advise the
proposing party of its desive to a) Hmit participation to sueh porty’s mferest o2 shown on Kxindat “A™
or (b) carry its proportimate part of Non-Consenting Parthes” anterest. The propesing party, ol its
cicction. may withdraw sueh proposal i there soinsutticient pactierpation, and shall promptiy notify
all parties of seeh decision,

The entive cost and risk of conducthing such opceration: Chall Le beane by the Consenting Parties i
the proportions they have clected 1o bear same under the terms o! the precedig pavaeraph,. Consenting
Parties shall keep the leasehold estates mvelved in such operations free and clear of ol liens and
encumbrances of cvery Rind cvcited by oo aesing oo the onetions of the Consenting Partics. 11 such
an ooperation resalts g dry holes the Consenting Darties sbadl plae aed abandon the well ot their sole
cost, risk aud expense. I oany well duibleds reworked, decpencd ar pluzoeed back under the provisions
of this Artcle results in o praducer of ol and or gas o povene goantitios, the Consentiog Parties shall
complete and cquip the well to praduce of thenr sole cont noed b and the well shall then be turned
over o Operator and shadl be aperaded by ot ot the expeeriee ared tos the aecount of the Cotsenting Parties,
Upon conmumencement o operabions tor the dodbme. vescannne docp e oo phasang back o any such
well by Consenting Partion o aevordanec with thae prontdor of thes Ao tieles eacls Non-Consenting, Darty
shall be deemed to have rehngushied to Connenting Pootie . oo the Congenting Parties shadl own and
be entitled to reecive, t proportion to their renpective nbee Lol of such Non=Consenting Party's
interest o the well and shave of production thevelham nstd the poceeds of the anle of such share.
caleulnted af the wells ov paaket valae thoereot o suehs Cione o nat sold Glter dedoeting, peoduction
taxes, royolty. overiadnes tovalty ond o oldser bereste sy e e Beetive dale hiereod ) o ble ont of
or meastired by the production from such el sectmng et e et to o sueh o isterest anhib b veverts)
saall equad the ot of e tollann

G} PO ol cach sich Nons Corecade o Poste’s e et he oo 0ol oy riewehy dediarod st
cauipnient bovored the oo vone o toee Crneliady Pt ent ot ol sloeks tanh epuiaton
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cosl of operation of the well cotnne s otk th et o ce e e it el sueh None
Consenting Parte’s coelaoeshad cntoress Badlb sovest oo b i vrove o of e Artiele, it being
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1 30G0% of that portion of the cost of newly aequived cqumpmenst i the well (o aed ancludig the well-
2 head connections), which would have been chavgeabide o ens Non-Consenting Doty 30 it el partici-
3 patcd therein

4

H Gas production attribatable o any Nono- Consentine Porbe's pehngquoished anterest apon stuch Party’s
B clection, shall be sald to s purehaser, o avatlable, moder the termes of oty existongg gas sabes con-
7 wact. Suckh Non - Consenting Party shadl divecet its purchoser to remut the procveds receivable from
8  such sale direet ta the Cansenling Meties until the ancnnt peovidedl for in this Avticle arve recoy-

9  ered from the Non - Consenting Panty's celinquished nitere 0 B osueh Non - Coisenting Party has not
10 conmtracted for sale of its vas ot the thine sach gas s aviateble bar delivery, ar hus not paade the elees
11 tion as provided above, the Censenting Parlies shall own aned e entitled 1o receive and scli such Nargie
12 Consenting Party's share of giis a8 hevemabeve provided dumng the reeonpment period,

13

13 During the period of tinw Consenting Parties are entithed 1o veevive Non-Consenting Party’s share
15 of production, or the preceeds therelrom., Consenting Partnes shall be responsinle for the payment of
16 all production, severance, gathering and other taxes, il all voyaly, overriding rovalty and other
17 burdens applicable to Nen-Consenting Parvty’s share of production, -

18 -

19 In the case of any reworking, plugging back or deeper diilling operation, the Consenting Parties shatl : -
20  be permitied to use, free of cost, all casing, tubing and other cqqipment in the well, but the ownership of :

21 all such cquipment shall remain uochanged: and uapon abandonment of a4 well after such reworking,

22 plugging back or deeper drilling, the Consenting Parties shatl deconnt for all sueh cquipment to the
23  owners thercof, with cach party recetving its proportonate part an kind or in value, less cost of
24  salvage.

;
25 !

26 Within sixty (60) days after the completion of any operation under this Arcticle, the party con- :
27 ducting the operations for the Consenting arties shall furnndy caeh Non-Consenting Party with an in-
28 venlory of the cqguipment in and connected to the well, and an itemized statement of the cost of drilthng, ‘
29 decpening, plugging back, testing, comploting, ind eqguipping the well {or production: ar. at its aption, ¢
30 the operating party, in licu of an Hemized stalement of sach costs of operation, may submit o detailed :

EY statement ©of monthiy billings. Each month thereafter, duving the tnme the Consenting Parties are being
32 reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall turn-
33 ish the Non-Consenting Parties with an emized stoicmient of afi cosis and

b thra il des  $
Duortties il i8N LAl

I
y
»

50 P 5 A

34 operation of the well together with o statement of the ety of o} and gas prodoced from it and the
35  amount of procecds realived from the sale of the well’s working interest praduction during the preceding
36 month. In determining the squantity ot o smd gas prodoced darnge any month Consenting Parties

37 shoall use industyy accepted methads such as, but noy mnmited o) metering or periodie well tests. Any
38 amount realized from the sale or other disposition of equirnent newly aegquoired in eonnection with any
39 such operation which would have been owned by o Non-Conventing Partye haed it participated therein
40 shall be credited agamnst the ota) umrenirned eosts of the work done and of the equipment purchased,
41 in deturmining wheo the biterest of such Noen-Consentins Pty shall aevert 1o 3t ax sbove provided:
42 and if there isoa eredit batance, it shadl be paid to such :\'(m»('ul!:ir'nll.n{q party.

44 If and when the Consenting Parties recover from o Non-Consentime Party s relinguished interest
45  the amounts provided for above, e celingaished interests of g L Non-Consenting oty shadl aato-
46 matically revert to it and, from and after such reversion, such Non-Consenting Party shall own the same
47 interest in osuch welll the material and cgmspment i or pertinnng thereio, and the pnodidctiog

thare-
48 fram as such Non-Cansenting Party would bhave been entiled to bad it paoticipated in the drilling,
49 reworking, deepening or plupping back of said welll Thercaiter, such Non-Consepting Party shall be
50 churged with and sholl pay its proportionate part of the hiather cods of the operstion of saud well in
51 accordance with the terms of this avrecinent and the Accountiv: Procedure, attached heveto

57

53 Notwithstanding the provisions of s Avticle VED 2 0ot o0 agrecd that withont the mutual consent
54 of all parties, uo wells shall be completod moar produced Grom o conree of supply fram which o well

55 located clsewhere on the Contract Arca s producing, antess sach o well canforms (o the then-existing

56 woll spaang pattern for such souree of supply.

a2

54 The prrovisions of this Artele Badl Toove e applieats oo b oever o e derilieg ot the ratial
549 well described m Article VI eancopt by when Optooes 0 St b VIEIY Y fos been chocted, o (b))
60 1o the reworkinge . deepenine and placcmns boclo o onek oD v i 0 oel well s o thesendter shindl
61 prove o be ooodiy Lode on soncconanercind cwelt after no e teern e Hed to e Eopth cpeeified T Articke
62 VIA.

63

64 . Rizht to Talhe Production o Kimd;

[13)

[0 Eavh parly shab? bave the ticht to taie o dnind o et b e e e oo Bionate Shune ol
67 all oil and pas nrodaced fromy The Coatoact Ao eveln wo o peeebnc o wheools may be dsed o de-
6 vidopanent arsd opocdgeinns opetaties el ons poepire e T o ol fo moarkedinn parposes and
69 production unaverdabiy fost Ay eatin o expenditi e nea s v tadar i houd or cepannte dinpn-
TO sitwon by any party ol s prapusrtionate boae ol the jeodia o chall be horne by suchv poaly Any

T
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party taking its shave of production i kind shali be requiced to pay for ooty d: propartionate share
of such pact of Operators swrfaee taeitities which 1t veex

Huch party shale exeeute such divesen ovders and contracts oy he necessaoy for the side of s
interest in prodoction from the Conleael Aveas mupllexeopr o poovided e Svteie VLB chatl be endatled
to receive pavment divect from the porehaser thereo! Yorone share ot of] prodaetion,

In the event any party shadl Gl toomakoe the dnonecmer o veces ey oo take e kind or seporastety
dispose of its proportionate sharce of the o and gas prodaced Son the Cantiact Avea, Operatos shadl have
the vight, subject o the vevocation at will by the padty owoceot bt oot the obtipation, to parehuse such
oit and gl ov well it to others al any e and feane troe to tineg e the aeconnt of the non-taking
party at the best pgrwee oblatnable o the swen for sach geodection, Any sucls pnchase o sale by Op-
eratgr shall be subject abwavs to e viphd of the owace o e praduction e exercse at any time s
vight to take i kKind, or sepavitely dispose of s sthuae of ol o aod s na? peeviaasty delivered to a
purchaser. Any purchase or siale by Operator of any other par1y’s share of ol and gies shall be ouly for
such reasonable periods of lime as ane consistent with s mpomun needs of the mdustry under the
particular circumstinces, but in no event for o peviod moexeess of one (1) year. Notwithstanding the
furegoing. Operator shall not make a sale, including one wto aerstate consmerce, of aay olher party's
share of gas production without fiest giving such other purty thisty (303 davs notice of such intended
sale.

In the,event one or more parties’ separate disposition of 1ts shure of the pas causes split-strcam de-
liveries 10 separate pipelines and or debivenies which on o day-to-day basis for any veuson wre not
exactly cqual o u party’s respoective proportionate share of total pas sulex 1o be allocated ta it, the
baloncing or accounting between the rvespective acconnts ob the parties shall be i accordance with
any Gas Balancing Agreement beiween the parties hereto, whether sneby Agrecment is attached as
Exhibit “E"”. or is u separale Agreemoent.

D. Access to Contract Area and lnfarmation:

Each puarty shall have aceess 1o the Contraet Aven ot oD ronsenable thmess @t its sele risk to inspeet
or observe operations, and shall have oveess ot reasonabie times 1o anformmion perlainime to ther dea
velopmicat or vperation thercof, inchubing Opeaater’s hooks and reeonds refotling thereto, Opeinor, upon
request, shall furnizh coch of the othey pties with copde of ol Sy m veports filed with sovern-
mental agencies, datly deilling reports) awell touss tand bles dindy shage sl yon tickets and reports
of stock on hand ot the first of cach menth feal shadl aaioe avinfabte samples of any vores o cattings
taken from anv o well deilled on the Contraet Avea The oot o cathvarnns and fanshing anformation to
Non-Qperator, other than that speeifiod above, shali e cbzeoed o fhe Non-Operaton that reguests the
information,

E. Abandonment of Wells:

I Abundonment of Dry Holess Fxvept for any well dhiHed pursaont 1o Aorticle VIB2 any weld
which has been drilfed under the terms of this anreement s proaposed o be complefed os o dry hole

shall not be plaeged and abandoned without the consent of ol poatics Shondd Operator, ofter diligent
co1) :

6ffart ha vnald fry catont nevar ree - I
SATTL, D0 UNUTer WO eenliliiel an I oo
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{exclusive of Saturduy, Sunday or leeal halidays) after cveemt of nolice of the proposad o plug and
wbindon such woll sueh ooty shall be decmed to hiove coeented to the psoposed abandonment, Al
such webs shatl be plugged and abvondoned in aecordhaser with applicable recuiations and at the cost,
vish and expense of the parties who partierpated ain thee cost ot dhialling of such well, Auy parly who ob-
jeets 1o the plugging and abondomng sueh sl shadl bosve ahne noda o take over the

{

well dind conduct
further operations i scarchy of oof ond o was subyeet e the provisions o Article VB,

20 Abandonment of Wells that hove Pooduceds Bxov st o aay well wisieh bos bern drifhed o re-

worged pursuaant to Avticle VIB.2 horvor for whieh the Con vgoney Parties hoave not heen faily renm-

bBursed as theromn peovidod, any well whitel bas Boen comnpieiod oo o paoduesr shatl ot be plusped and

abandoned withow! the convent of ol pocties T b v cormont tonaeh aboandonment e vt sandl
Peo pivgged and obandoned oy Geeordanase woth oppheab e e bt ot e cost, ol aned expense
of ol U parties hevebos Do wothure thin by 4000 day Lah e e b ot sy e al v nopaosid abandonnaent
of such welll o portses doorot o to the nboreborn oo b e whis s to renst e ils o
eration shodd dendhe So vaeh ol the nddne s tne st e s T s thae vidhioe ot Y woe it sadviadste
nater ot aond counpeaeent deter e o sy oo e etk [ERTF R RTINS FEY N S SRR PR § SYRPRRL STTERE N Y
cost of sabvamime aned e vetomade oo s nin s el e e Foeh ohopdeerme ooty shald
assipy, too the non o abandoun oo birns et hont wean o fe o e g paedl o ta it o as o qunm ity
(]1!(1“1}‘, o Diliess fon e of dhe vyt aaed a0 St e v el o peinied [RHITE
ment, tocether enth s ntepest o e den b e L e Tt a0 o the oy ad o intervads of the
TOrnn o e bnon e Chieey o S s b T o . I I K RIS RER Yol RETE IO
Grroond s s anctene bl Gt ot Tl e e e . I partty oo ponties o
uid dad e dedn e Bt o thee e v Lt e et Lt Denren v Yo g Ya puoshine -
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vals of the formation or foroadions covered thereby, sache e 1o be on the forme attached ax Fxhibit
SBY The aestenments o tewses so hinted shadl cncompec b dndhee ann™ oo whoeh the swell s
Jocated. The pavinents by and the assizonents on Feases o e oo sbadh bie i o rutio hused upon
the relationshitp of their respective perventages of particrpatng oo the Eontiaet Aves o the segeetite of
the percentupes ot puicticipiation i the Conteaet Aven of GGt annee These shall e no readjustment
of interest in the remaining portion of the Conhraet Ayes

Thevealter, sbandoning parties shuall hove no torther o ponstinhiie s habtlhite, o anterest o the op-
cratian of or production fiam the well e the mderval o antesval then npen other than the royadlies
vetained inoany lease made under the tevime o thiy Artele Uhon sequests Operitor shall contimue (o
operate the assigned well for the aeconnt of the non abaodonee s pante ot the vates and - chinges cons
templated by this agreement, plus any cadditional cost and charses wheel may arse as the rosult of
the separate ownership of the assigned well

ARTICLE ViIL
EXPENDITURES AND LIARBILEITY OF PARTIES

A. Liability of Partics:

The lability of the parties shall be several, not joint or catlective, Each pacty shall be responsible
ornly for its obligations, and shall be able only for s proportionate sharve of the costs of developing
and operatjng the Contract Area. Accordingly, the liens pranted among the pasties in Article VILB. are
given 1o sccure only the debts of cach severatly., Tt is not the intention of the parties to ereate, hor shall
this agreement be construed as creating, & mining ot other partnesship or association, or to render the
parties liable as partneis,

B. Licns and Payment Detaults:

Each Non-Operaler giants to Operator a den upon its ofl and gas nights in the Contyaet Avea, und a
security intevest in its share of oil und or pas when extracted and its interest in all egquipment, to sceure
payment of its share of expense, together with iterest thereon bt the rate provided e the Aecounting
Pl'ocedurv‘a!!;zc‘hvd heretn as Exhibit C70 To the extent that Operator has o security interest undes the
Uniform Commuercial Code of the State, Operidor shall he entitfed 1o exereise the rights and remedies
of a secwred party under the Codes The bringiong of o sunoand the obtainiog of judement by Operator
far the secured mndebtedness shail not be deemed an electom of remedies o otherwise offect the hien
rights or securiy mtesest as seearity for the payvment teeeol e addition, vpon detoelt by any Non-
Operator in the pavment ol {s shue of expenze, Operator chodl boece the aiaht withont prejudice to
other rights or remedies, to colleet from the purchaser the provecds ftom the <ade of sich Non-Operator’s
share of ot and or gas untl the umoveot owed by suehy Noa-Qperator, plus mterest haz heen paid. Buach
purchaser shall be entitled to rely upon Operinor’s whiitten Slitement coneermng the amount of any de-
faudt, Operator grants o ke Ben and security interest 1o the Non-Operntors to secure paoyment of Op-
erator’s proportionate share of expense.

Il any party fmls or s unable to pay 318 shave ef expense within sixty (60) dayvs after cendition of
o statement therefor by Operator, 1he non-deiauiing ot

Lrding Ooerator, shall, upon request by
Operator, pay the unniaid amoeount i the proportion thet the interest of cach <uch party bears 1o the in-
terest of all such pinties. Each parvty so paviag its siinre o the unpaod amount shall to obtain reimburse-

maoent thereol, be subrogated to the secanity righis deserbeld g the doreponge pacagraph,
C. Pavoents and decountiog:

Except as beren otherwise specilieally provided, Operator <ball promptly povamd discharge expenses
incurred v the development and operation of the Contraet Aven parsaant (o this agrcennent and shutl
charge vavh ot e parties ieveto with there cospective propaostana® shates apon the expense basis pro-
vided o the Acconnting Procedure sttachod drereto oo Wlabal O Operaor <hot keep o Lecmate
record ol the ot aeeonn! heveunde s shaovans expenses aneuned and charees and eredits made and

veveived.

()g%“!’(c'uu'. Al IS et e, 8 U S B FPPRCPRI B S PRRNRTS FE SR I PYR TN K RTSPR PR BT SPRINE PN demand and rocon e tronn the
UBCE ParTies ponreend n advance o ek o ety e s T e donoont Gl e penes o
b et red e operations boeretehor diniee e et tiee ok esth o hieh e oy be exeresed onldy
byooscbrneeens toocncdi canbe pan g e e e r e b e enpenn el onethes with
wrronvesee tor s stoare Yool P ah e o St Thoe Dl g grds e of esti-
mated cxpense shogl be calaniied ons ol B ane e e v e e e A onthe Bach gty
shall pay &0 O aton o [T FE PV e e e o e e £y days after such ea-
Virinicte O bosnoovace o coceret Lo e P N Sl ne e it sared dkne, the
Y FI R UV RE AR T ASTRNES FOORS B ETRESY B VOL RS WL RPN SO LIRS SN EET RN S S e [ sl Poora s it et Shall be
tnde roonthiv helaocen eboarees tned ot e e e e o b s e bl peae raed pav s
praportionate Chore ot et expenioe nenened e e
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. Limitation of Expenditures:

Lo Deiil_or Deepen: Without the conzent of ol paoics noowell shall he o dnlled or deepened, ox-
cept any well dritled or deepened prrsiant 1o the proviiaas of Artiele VER 2 of this Agveciment it heing
understood that the consent to tie dodhimge or deepenme S badb melades

i L AT sy Cx eI es Jor e T0 T o deepe g, Teshing, complenng ane
quiggaing ol the swell includine dece saps TinKane i T T RTer—tertibes —e

X Option No. 20 Al necessary expenditures tor the dulimes or deepenng and testing of the well, When
such well has reached its anthorzed depth, and ol tests Tove been completed, Operator shall sive im-
mediate notice o the Non-Qperatars wha have thevight to participate i the completion costs. The parties
receiving such notice shall have forty-cight (48) hours (exelustee of Satueday, Sunday and legat holi-
days) in which to clect to participate in the setting of casing ond the completion attempt. Such eleetion,
when made, shall include consent to all necessioy expenditures tor the completing and equipping of such
well, including pecessary tankage and Gr osurface factlies, Fatlwre of any party recciving such notice
10 reply within the period above fixed shall constitute ae election by that party nat to peeticipate in
the cost of the completion attempt. I one or morve, bt less than adl ot the parties, elict to set pipe and
to attempt a completion, the provisions of Article VERZD hercol (the phrase reworking, deepening or
plugging back™ as contmined in Article VIER2 shall be decmed to inclade “eompleting™) shall apply to
the operations thercafter conducted by less than all parties,

4
2. Rewark ov Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to the provisions of Article VEB.2. of this agree-
ment, it being understoed that the consent to the reworkiag or plucging back of o well shall inciude

‘consent 1o all necessary expenditeres in conducting xuch operations and completing and  equipping of

said well, including necessary tankaze and or surface baeihities

3. Other Operutions: Operator shall not andertake any single projecy reasonably estimated to require
an expenditure in excess of . __Ten—-Thousand Dollars (810,000 e}
except in connection with o well, the drdhng, reworking, decpenmg, completing, recompleting, or phug-
ging buack ‘of which has been previoushy anthortzed by o pursuant {o this agreement: provided, how-
ever, that, in case of explosioin. fire. flood or other sudden cmer ceney, whether of the same or different
nature, Operator may take such steps and meur such expepnses as in its opinion e regutred to deal with
the emergency to safeguard ife wnd property but Operator, as promptdy ax possihle, shatl report the emer-
geney to the other parties, 1 Operator prepares “Authority for FMxpenditures™ for s own use,
Opcrator, upen request, shall furnish capies of Hs “Aathorty o Expenditures” for any sincle project
costing in excess of Ten-rhousand Dollars (5 10,000 ).

E. Royalties, Overriding Rovalties and Other Payments:

Euch purty shall pay or debiver, or canse to be pard o delivered, ol rovaitios to the extent of
_.25% ~ __due onoatx o ghare of production and <shall hold the other parties free
from any Pability therefors If the interest of any party v any asb and gas bease covered by this agree-

ment is subject to any rovalty, overviding rovalty, production paviment. or other charge over and above

the oforavaid voende.

Paiti sbedd assume and alone bear cdb such obhigations and shall account
for or cause to be accounted for, such interest 1o the owners thereol,

No party shatl ever be vesponsibile, onany price Dosn Beher than the proce received by sach porty,
to any other party's Jessor or rovally owner: and if any such other parte™s Tessor or rovally owner should
demand and receve settlements en o bacher price busis the party contoibuting <uch lease 2hall biear the
royalty burden ansotfor as such higher proee s concerned

I°. Rentals, Shut-in Well Payvments aiad Minionan Royalties:

Rentads, shut-tn well pavments ared oo rovaltne s swoloel nooy beoregunred sineder fhie terms of

any deuse shall he pond By tae party o porties who subaqeeted oo Bog o s By o cment ot 1ls o1 therr
expense. bnothe cvent oo o mote ot o e Boese s bnhited et et sl e Tense 1 thi,
apreemoent. such piectios anay desivnote one ef ek paatn e e o percn e Lo el o Bl s o ol
such partics Aoy party oy tegue Tooend bt Beocrric Eong cone e e erndenee o 00 ek iy -
ment<. the cvent of Dalane booridac e parvee et e e et a scei i imc st o0 e
royally throuah mietane s over e hiov b IR T L S T I R N S N R AR E N T
any Jocowhich ce ol e et s e e C o I O T A RN B VR ST T
V.2

Opes ool ShadD potily Do Ot o0 0 ot o : . oo Pl b
Litig con o retinees e bt TR : : ' o o s
dav ornl b loos g nn L e e e e ' AT RETEFVR ATV
byt oo o bt Vo barlire b R T T
Operator o b e s oo o e b b e o b T e ' e T ot
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of any shut-in well pavment shall be borne jeintly by the poacties hereto ander the provicons of Article
Iv.B3.3

G. Taxes:

Beginning with the first calendar year after the effechive date hereof Operator shall render for ad
valotem taxation all property subject to this agreement which by law should be rendered for such
taxes, and it shall puy all such taxes aseessed thereon betore they bhecome detinquent. Prior to the ren-
dition date, cach Non-Operator shall furmsh Operator mnfonoabion as to burdens (1o inelude, but not be
limited to, royalties. overriding vovaltios inud production payments) on feases and oil and gas imferests con-
tributed by such Nan-Operator. I the insessed valuation o any leaseholdt estate is redneed by reason of its
being subject to outstanding excess royatlties, overriding rovalties or production payments, the vedaetion in
ad valorem taxes resulting therefram shall inure to the benehit of the owner or owners of sueh leasehold
estate, and Oporator shall adjust the charge to such owner or owners so as to tefleet the benefit of such
reduction, Operator shall Lill other parties for their propartionate share of all tax payments in the man-
ner provided in Exhibit ~C™.

If Operator counsiders any tax assessment improper, Operator mav, at its discretion, protest within
the time and manncer prescribed by Liw, and proscaute the protest to a final determination, uniess all
parties agree to abiadon the protest prior to final determination. During the pendency of administrative
or judicial proceedings, Operator may cleet to puy, under protest. ail such taxes and any interest and
penalty. When any such protested axsessment shall have been finally determined, Operator shall pay
the tax for the joint account, together wilth uny interest and penalty accrued, and the total cost shall then
be assessed against the parties, and be paid by them, as previded in Exhibit ~C™,

Each party shall pay or couse to be paid all production, severanee, gathering and other taxes im-
pased upon or with respeet to the production or handling of such party’s share of oil and or gas pro-
duced under the terms of this agreciment,

H. Insurancce:

At alt times while operations are conducted hereunder, Operator shatl comply with the Workmen's
Compensation Law of the State where the operations are being conducted: provided, however, that Op-
erator may be a self-tnsurer for liability ander said compeasation laws in which event the anly charge
that shall be made to the joint aecount shall be an amount cquivalent o the premitm which would have
been patd had such insurance been obtained. Opcerator ~hall al=o carry or provide insurance for the
benefit of the joint account of the parties as omllined i Exhibit =D attached to and masde o ot hesent,
Operator shall requre all contractors engapeed mowork onc o tor the Contracet Arvea to camply with the
Workmen's Compensation Low of the State where the opeiations are being conducted ned to maintain
such other msurance as Operdtor may requive.

In the event Automobile Publie aabilite Insuranes s speelied s sord Fxbibit “D70 o subseguoently
receives the approval of the parties. no divect chivee shotl beomade by Operetor fon prenpunas paid for

such insurance for Operator™s fully owaned atomotive cqguipnaent,

ARTICLE VI
NCQUISTTION, MAINTENANCE DR TRANSPFER OF INTEREST

A, Surrender of Leases:

The Tewses covercd by this aurcement, wsofar as they cambeoe gevease o the Conliaet Aved, shall

not be surrendered i whole ov i part anless alb pariey concent thereto,

However, should any pavty desive to sapvender st anterest i any fease ov inany portion thereof, and
other paties do not sgree or consent thereto, the party desirros to simvender shall wisign, without express
or implicd.warvanty of title, ali of its interest in such leas o, or portion thereofl, and any well material and
cquipment which may be loeated thereon and any nghts e predoctiom thereafler secured, o thé parties
not desiving to surrender it H the interest of the assiznmse porty anclodes an oil and g interest, the as-
signing party shall exceate and deliver to the pariy o poatoes ool desivtne o sterender an ol and pos
Tease covering such ol) and gas iterest tor o e af one year soed <o lome thereafter as ol andsor gos
is producced from the Lind covered thereby, such lease te beoon the form attiched Lerers s Vahibit ©B™
Upon such asagninest, e assigiine paoty shadl bhe o aehiessd rom ol obhieations thereafter eeraing,
Lut not theretofore acerued, with vespeet 9o the acveace o tensd sndd the operation of anv well theveon,
and the assigning party shall have vo tither anterest oo de feace o -eened and s coguipient aad pro-

duction other than the vovalties retoned oo ooy beace nade seabor the tonme of Thas Avtiele, "Uhe posties

wssignee shall pov to the purts oosnonos U ceiconabae e o T o the e T terest e e wells
and corgoment an Che spavned aovees o The vadue o gl o tes e Bt b i prreed e ascurdancee
with the provisions of Fabadat o7 b the catinndod oot oy and e e ey ed costoaf plag -

cane and abancdonies, 1 the

voeerl 1 T tavee b e ot o ot by thie oeaseedd anter en U st d
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be shared Ly the parties assignee i the proportions that the interest ol cach bears to the interest of all
partios assignes,

Any assignment or survender made inder this provision shall niot reduce o ehange the assipnor's or
surrendering parties’ wilerest, as it was tnmediately befove the secagnment, in the balanee of the Contract
Area: and the acreape assigned or surrendered, snd subsegquent operations therean, shall not thercafter
be subject to the terms and provisions of thix agreement

B. Renewal or Extension af Leases:

If any party seeares o renewal of any oib and cas teaoe cabiet oot Asrecient . all other parties
shall be notified promptly. and =hall bave the right for o peed of thirty 30y davs followng yeeeipt
of such notice - which to elect to partwcipate in the ownership ot the renewsl bease, nnofor as such
lease affeets bands within the Contraet Arcas by paving: to the paety who aequired o their several proper
proportionate shures of the acquisition cost allocated ta that port af sueh fease withan the Cantract Area,
which shall be in proportion to the interests held ot thae tine by the parties e the Contract Avea,

If some, but fess than all, of the parties elect to parttapate e the parchuse of o rencwal tease, it
shall be owned by the purties who cleet 1o participate theretn, o vatio based upon the relitionship of
their respective percentage of participation e the Uentiaet SNvea to thee qeprevate of the pereentages
of participation in the Contract Arven ol abb parttes participating in the purchase of such renewal lease.
Any renewal lease in which less than all partics elect (o participate shall not he subject to this agreement.

Each party who participates in the puvchase of o rencwiald lease shall be given an assipgnment of its
proportionate interest therein by the aequirmy pavty.

The provisions of this Article shall apply to renewal leases whether they are for the entive milerest
covered by the exprring lease or cover only o portion ol its drea or an intevest thevein, Any renewad lease
taken before the expiration of its predecessor Tease, or taken or contracted for within six (6) wonths after
the expiration of the existing lease shall be subjeet to this provision: but any lease token o couniracted
for more than six (8) months after the expivation of an existing lease shall not be deemed @ renewal
lease and shall not be subject to the provisions of this agreement, -

The provisions in this Article shall apply also and v Like manner to extensions of oil and pas
leases.

C. Acreage or Cash Contributions:

While this agrecment is in foree, i any porfy contracts ter g contithution of cash toward the diifling
of & well o any other operation on the Contrae! Arca, sceb contiibntion shall be paid to ibe party who
conducted the deidage or other aperation and shall be appived by ot cocenst the eoxt of saels drilling or

other operation. I the contribution be m o the torm ol acien the panty o whom the contribution is

made shadl prompty tender an assienmaent of the aerenec, withant scovanty of ttle, 1o the Drilling

Parties in the proportions said Drithing Ponttes shared e cost o dhdtioen the o0 30 G patties nereto
are Driinog Partes and aceept such tendes) steh acrvace shadl beconne oo patt of the Contiact Arvea and
Le governed by the provisions of thy aoreement T less thon od) purtres hereto are Deidlinge Pocties and
accept such tender, such seveage shatl wot Become o poet of The Cantvact Areas Faoh party shol! prompt-
Iy notify all other parties of all sereaye o mones conirdbations b niy obitiin m o seppot of oy well or

any other operation on the Contract Nren

I any paerty contvacts Tor any constderaiion relotins To deapestion of ~uvh paoty’s shiare of cabstanees
produced hercunder, such constideration <hadl not Yo decined o0 contiibhution o contempinted

e this
Article VITLC.
D, Subsequently Created aterest:

Notwithstanding the (novisions of Avtrele VTR Gond VBTG D of ooy panty hereto shadb sabseguent
W execuation of this arvcement, ereate oo overridine vovalty prodiction pavment, o et proceeds inler-

est, which sueh ptevests toe hereina ey seterred tooas b menty crcated pderest” ) saeh subseguently
created materest shall be specitieadiy mude sabjecet To b ol the terms ol proveanns of this npreemest, o8

follows:

oo non-comnnent Gherations are condacted paroaseat o seny trovieaon of s arecmient, and the
party conducting such operation: bocons- entitied torccove the prodaction attributable to the interest
oul of which the subzeguently created oteret voaderyned acls nor e SRt recerve e eee o d el
of sueh subseguentiy ereated pterest U by crenat Snvehedbs s aet gy oD et cnhvegnentiy
Created tesestn ned o dernaiy e sobd o othes ot oot tree Dot Barmshess Brong oy and

Al tadahty veanultinge Gereliom
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2. 1 the owier of the interest from which the subsequently created interest is devived (1) Tails to
pay. when due, its shave of expenses charpeable heveunder oo (2) eleets to abandon o well under pro-
visions of Article VLE. hervof, or (3) clects to smrender o lease under provisions of Article VIILA,
hereof, the subsequently created intevest shall he chipeabbe weth the pro vata portion of alt expenses
hereunder in the same manner as if such interest were o warking mterest.. For parposes of  colleeting
such chargeable expenses, the party or parties who tecove acangiments ax i resull of (2) or {3) above
shall have the right to enforee all provizions of Avticls VLR hercof against sach sabsequently cereated
interest.

E. Maintemancee of Unifarm Interest:

For the purpose of maintimng umadormity of ewnecchip in the ol and gas easchold  interests
covered by this agreement, and notwithstanding any other provisions 1o the contrary, noo party shali
sell, encumber, transfer or make other disposition of 1t~ mterest in the leasex embraced withim the Con-
tract Arca and in wells, equipment aed production anles such dispoition covers either:

1. the entive interest of the party wm adl leases and cquipment and peoduction: or
2. an equa) undivided interest in ol leases and equipment snd production in the Contract Avea.

Every such ssle, encumbronce, transter o other deposition made by any party shadl be made ex-

pressly subject to this agreement, and shall be made withont prejudiee to the right of the other parties.

If, at any time the interest of any party s divided mmong and owned by four or more co-owners,
Operator, at its diserction, may vequire such co-owners 1o appoint o single trustee or agent with full
atthority fo receive noticex, upprove expenditures, receve hitlhngs fov aud approve and pay such party's
shave of the jomt expenses, and 1o deal penerally with, and with power 1o bind, the co-owners of such
party's interests within the scope of the operations embraced i this agreement; however, all such
co-owners shull have the right to enter into and execute olb contracts or agreements for the disposition
of their respective shares of the ol and gax produced from the Contract Avea and they shall have the
right to receive, separately. payinent of the sade procecds hereof,

F. Whaiver of Right to Partition:
If permitted by the laws of the state or =tates in whieh the property covered hereby is located, cach
party hevete owning an undivided interest in the Contract Aven waives ang and all vighis it may have

to puartittion and have set aside to 10 e severally ats aodiveded interest therem,

thi-to-Parehase— I

Should wiyporty desire to sell odb or sy part of ats inteests under (his avrecnent, op4trights and
nteresis in the Contig Avea, 1t shatl prospthy give wirtten natice to the n!hrr_vparﬁ;-;, with lull infor-
nation concerning its proposcasgde. whieh shadl inchiede the namie ;m(W\"s of the prospective pur-
Chaser (who must be ready. willing i ybte (o purchase}, the M’T\/u prive, and ol other terms of
the offer. The other pinties shail then Mvﬁtimuj .p:"ilf vistht, for a period of ten (10) days after
eevipt of the notice, to purcehase on the =ane tep ?;]’?ﬁckyx\xminmns the dnterest which the other party
yoposes o sells andl al this optionat vy 15 exelrelsed, ”;"j”ﬂ((_'\hilmll\_’,: paties shall share the pur-
Tased interestan the proportiog ~’immlmr>l of vach basors teo Tieotal interest of wdl purchasin

9
14

yivties, However, there shad® be no preterentiad rrght 1o pnnchae e oo those cosex where ony ooty wishes
Crests, or o dispose of s anberests by merocr s rear sanization, mh on, oy sale

o movtease 1ty

o ol ge-stihstontindly ol of (s Gosets to o cnbadiary o poeacnt connpony o to o ubsidiory of T~garent
-!m_v:—ew-h»mnfv——ﬂvmmﬂﬁé—m—-wm:%—mﬁ-Avqu—ynﬁ—{fv—»mw-—va B e r L Al o e

§ "
ottt DM RS o8

ARTICLY X
INTERNAL REVENUE CODE ELECTION

This arrcenent s not mtended to create, and shedb not Lie constrnea ta cocate, oorelationship of put -
nersinp or an cesoviaticn for ottt betwees o oy the puatie s hieseto Notwathstandog: any pro-
visions hevetn that the riedits and habaliteos hercunder cne coverad aod oot pomt or colleetive, or that this

aprecment and operations heveunder chodl not o constiitite oopastnesstyn o b Federal income fax pur-
poses, thiz agreenent and the opesattons Sorcwnder cee veeded oo poatieeshap, each prty hereby
atfeeted clects to beeexchuded trom the appacation of ol of the meoviaons of Subehapter K7 Chaple
FoSubtitle “A7 ob the Bnternal Revereos ¢nleont Bt o peornette d o sttt orsed by Sectiorn TG0 ol
the Code and the sornlition s progrodeaied thcreieacr Coe o 0 itk rred ad rlirected to o weeate on
bDehall of caclr party fuseby aftected Duch condence of the s loctane gy be regnnod by te Sccretary
of the Tromene o the Thated States oo 9 Voo T s b B e s wnce pocbadias specitiendly . bt
not by G hmtatn oo ot T ; I Focorad Reula-

Liones PUGT Sbonbd there b g penpo oD b e . ORI SRR cvidenicee of
thin clection cach cnche posty ol e W oaton et b [T SV T TUETETI 1
rerpnren by be Feddernd Doegnh o e e TR X ST R TI: N
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such purty shall give any notices or take any other action ineonistent with the election made hereby.
If any present or future income tax laws of the state or states i which the Contrael Area s located or
any future income tax laws of the United States contain provisions similn ta thase in Subehapter “K”,
Chapter 1, Subtitle A of the Internal Revenue Code ot idhd uneder which ane election siimtar to that
provided by Scetion 761 of the Code is pernptted, cach party bereby atfected shal make such election as
may be permitled ov reguived by such Lowes Toomadome the torecoimg election, eiech sueh party states that
the income derived by such party Drom Operations herevinder can be adequatedy determined withowt the
computation of partnership taxable mcome

ARTICLE XL
CLAIMS AND LAwWSPeers
Operator muay settle dny singhle dionagze eladim or st avisies om operations hereunder if the ex-
penditure does not exceed ____Ten-Thousand - o Dollars
($_10,000 ) and if the paviment s in complete settlement of such elaim or suit, H the amount
required for settlement exceeds the above amount, the paties hereto shalt assame and toke over the

saled to Operator. AN costs and ex-
pense of handling, scttling, or otherwise discharging such elaim or xueit shadt he at the join! expeuse
of the parties. If u ckim ix made against any party or it any party s sued on account of any matter
arising from operitions hercunder over which sueh individani has no control bheeause of the rights given
Operator by this agreement, the party shall immediately notity Operator, and the elaim or
be treated as any other claim or suit involving operations hereunder,

suit shadi

ARTICLE XL .
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by foree mujeure to carry out ils oblipations
under this agreement, other than the ubheotion to make mocey payments, that porty shall zive to all
other parties prompt written notice of the foree majetre with reasonably tull particalars concerning it
thereupon, the obligations of the party giving the notice, so far as they are affected by the foree majeure,
shall be st{spcndm! duning, butl no donger than, the continuanee ol the foree majeare. The affected party
shall use all reasonable diligence to vemove the foree majeure situaton as quickly as practicables

The reguirement that any force majeurs shall be remedicd with ol reasonable dispaten shall not
require the settlement of strikes. Jockouts, or other labor (itfeultv by the party involved, contrary Lo its
wishes: how all such difficelties shall be handled shall be entively within the discretion of the pavty
concerned.

The term foree mageture”™, a8 hore emploved, shall paean o ot ol Goddl stribies Tockout, o other

industrial disturbance. act of the pabhe cnemy, wan, hleelode, paline not, hichtomg, fae, storm, Hood,

explosion, governmental action. overmmental delay, voatraent o nncton, onavaitlabileey of couipment,

and any other cause, whether of the Lkind speatically rnuraaated aiove or otherwise, which is not
reasonably within the control of the party claiming s ponson

ARTICLE X1
NOTICES

Al potices authorized or requived boeiween the portn o oond requned by any of the provisions of

this agreement. undess otherwise speerbieally provided, hod! Bos civen e writine by Unated Sates manld

or Western Undon teleeram, pestawe o charoes poopands o b teletvpes and addressed to the party to
whom the notice is given ot the addressos Beted on Pnbaia - 070 T aoctnating notice oiven taber anw
provision hereof shall be deemed given oety when recorved By the porty 1o whorn sach notiee 15 diveeted,
and the time for such parly W eive any nobiee movesponse theretn shadb van from the date the ortginat-
tzpr notice 15 received. The second on v roexprarve netnoe bt e decnned ¢

the United States matl or with the Western Uion Pelerisph €y

ven when deposited in
ares with postage or chanees prepadd,
or when senl by teletvpe. Each party shall have the vizbt o chanee 1t addeess ot any o, and {rom

fime to tme, by viving wiritten notice heoeot to ol othicr o0

ARTICLE XTHL
TERM O AGREEMENT

Tios anteersent shatd rematne o foid foree and crieen oo to b ony annd vas bennes and or ot and cos -
terests subjected Loreto tor the permo b o G Cedecto e e P ever ) nn oot heretss shiadd
cever Le constived o hiavire any cieht Stle cooantere o e o o hoa o or b ad cas nterest con-
tributed by ey othoes party boevana e termn of the ooy e
b Cristie Mo T N T TR TS R RTS BRI O LRSI Tttt v R T § R SRS N S IS¢
Cincned s torce s b o bt ol e ot b A e g e S St e reneawh b o atheyp -
wive, ard o so don e e aredl e cae paadetron eondtp e Lo o S e and v e re

ot o i Ak b

Vb hioms ke
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P IN 27 TIT TN CCCNT The Wl desChamea i ATHTe e VEAL oy any msubsegienn well dedte
mder "‘;\T_M:o\-‘\:ﬂ\u of Uus gereement, results in production of odd and o gas in paving quantities, (hi
igreement shatl Gfmauge i foree xo dong as amy such woll or wells produce, or wre capable of produc
ion, wnd for an additiona Wil ol Sdavs from cosstion of i production; provided, howeved
f, prior o the expivation of such g i pevied, one o more of the pacties herela are engaged i
Hl'illing or reworking o well or wells |M‘I'('lllu{W};I1'l'ln'-nl shatl continue in foree unti) such op
rrations have been completed and o production u-.\'ullr;\lh--cqmm_ this aprecment shadl continue @
Jorce as provided hercin in the event the well deserihed At <VLA. o any  subserpient weel

Hrilled hercunder, vesults in o dey hole, and nao other well s produeing, oF

able of producing ol
ind or pax from the Confract Arca, thix agrecment shalbterminate unless dyilling o ¥
Jons are camuieiecd saithin doivs fram the dagte ol abhandempent of said well

king opera

tis agreed, however, that the termination of this apreement shall not relieve any party hereto from
any Hability which has acerued o attached prior (o the dade ol sueh termination,

. ARTICLE XtV
- COMPLIANCE WITH LAWS AXND REGULATIONS

A, Lawx, Regulatians and Orders:

This agreemient shall Ge subjeet (o the conservation lows ot the stite m which the ecommitiod

crcape s flocuted, o the vadid nades, regadations, and arder ol any duly constitated regalatory boddy of
said state: and Lo adl other applicable federat] state and doea! kows, ordinanees, vudes, regalations,  and
orders.

B. Governing Law:

The essential validity of this agreement and ol matters pertainimg thereto, immcluding, but not tin-
ited to, matters of performance, non-pertormanee, breach. remedios, pracedures, vights, duties and in-
terpretation oy construction, shall be governed and determined by the nw of the state in which the
Contract Area is Jocated. If the Contract Area is in two or mare stiates, the law of the stale where most
of the land in the Contraet Arvea s focated shail govern, -

ARTICLE XYV,
OTHER PROVISIONS

A. Non-Operators a(:-ee to release Operator from any and all losses, damages,
injuries, claims and causes of action arising out of, incident to or resulting
directly or indirectly from Operator's interpretation or application of rules,
rulings, regulations or orders of the Department of Energy or predecessor agencies
to the extent Operator's interpretation or application of such rules, rulings,
regulations or orders were made in good faith. Non-Operators further agree to
reimburse Operator for their proportionate share of any amounts Operator may be
required to refund, rebate or pay as a result of an incorrect interpretation or
application of the above noted rulings, rules, regulations or orders, together
with the Non-Operatars' proportionate part of interest and penalties owing by
Operator as a result of such incorrect interpretation or application of such rules,
rulings, regulations or orders.

B. If, in the drilling of the initial well Operator loses the hole or encounters
mechanical difficulties rendering 1t impractical, in the opinion of the Operator
to drill the well to the objective depth, then and in any such cvent, on or before
30 days after abandonment of the initial well, Operator shall have the option to
commence the actual drilling of another well, ("Substitute Well") at a lawful
location of Operator's selection on the Contract Area, and prosecute the drilling
of said well with duc diligence and in a good workmanlike manner to the objective
depth. For all purposes of this agreement, the drilling of the Substitute Well
shall ke considered as the driiling of the Initial Well.

C. Any provision herein concerning the Tnitial Well shall also apply to the
Substitute Well, and any provision herein excepting the Initial #Well shall also
except the Substitute Well.
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A.'A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

LA

ARTICLE XV
MISCELLANEOUS

This agreement shatt be binding apon and shall e 19 the benefit of the pirties hereto and 1o their

respective  heirs,  devisees) legal representatives,  successars and assapns,

This instrument may be exeented inany number of counterpants, cach of which shall be considered
an original for all purposes.

IN WITNESS WHEREOPF, this agrecmient shall be effective as of - 10th  day or August s
1y 81

—
- TS - R N A

12
13 : OPERATOR

i ATTEST: “ o READ & STEVENS,INC.

. . s
- . ; o S N
SR = =

Y: o . Ry e o RO
Norman L. Stevens,(rlr., Vice-President

24 NON-OPERATORS

D EEr
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67
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59
71



Page 1 of 12
EXHIBIT AT (1)
Attached and made a part of Operating Aqreceent dated April 7, 1981,
. between  Read & Stevens, Ine. o, Doevator and
z’ ' Coguina Oil _Corpeoration, ey al. | ... e Nen=Onerator,
LANDS SUBJECT ‘1O THIS AGREFMRN:
Township 23 South, Range 28 Last
Section 19: Lots 1,2,3,4 Elwy
Containing 318.34 acres, morc or less
; .
E 4 ~
: ;

R A L A A




Exhibit "a" {2) (3) Page_2 of 12
continued

DEPTH LIMITATION

NONE

INTEREST OF PARTIES UNDER THIS AGREEMENT:

. Coquina 0il Corporation 28.1444% ‘
- James E. Keihne 1.5553% . '
James Isbell - 1.5553%
J.R. Rowan 2.0738%
Don D. Matson 1.0369%
Cities Service 0il Company 3.1413% .
Roy Barton, Jr. 1.5707% -
Roy McKay 10.9792%
Ronnie Ward 1.3656%
Read & Stevens, Inc. 48.3913%
Unleased .1862%
100.0000%
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Exhibit "A" (4) Page 3 Of 12
continucd

LEASES SUBJECT TO THIS AGREIMINL:

Lessor: Margaret §. Spence
. Lessce: Ed Phillips (Read & Stevens, 1nc.)
“ i Dated: September 26, 1980

Expiration bate: September 26, 1933
Landowner's Rovalty: 1/4

Description: - Township 23 South, Range 28 Easit, NMPM
Section 19: SE/4NW/4SW/4,W/2NW/4NW/45W/4

Acres: 15 Gross acres, 7.5 net acres
Interest: 100%

Annual Rental: $15.00

Recorded: Book 191, page 637

ARk Rk A A X R ARRARANEAAAR A RN AR RR AR R AR AR R R AR AR AN AR AR AR Rk Ak k&

Lessor: T.J. and Doris Odgen Kimbley

lessee: Ed Phillips {Read & Stevens, Inc.)
Dated: September 26, 1980

Expiration Date: September 26, 1983

Landowner 's Rovallv:  1/4

pesceription: Township 23 sSouth, Range 28 Haust, NMPM
Section 19:  SE/ANW/4SW/4,W/2NW/ AW /45W/4

.. . 16 e - 7 .
ACron: 15 gross acres, 7.5 nct acres

Intcrest: 100%

Annual Rental: $15.00

Recorded: Book 191, page 63U

KA XA A XX R A XK AL AT AR KA A4 L A F bk h ko Ak dd a b5 kAt e adhkd b hhk bad i

Lessor: 7.3, and Doris Odyen Kimbley

Lensee:  Bd phillips (read & Stevens, [(neel)
Dated: Septewbor 26, 1980

Expiration Late: September 26, 1983

Landawner s Foya

tyr /4

1 er

v b, MM

SAONHSA B/ 2R/ NN/ AN/ G NE S G4,
ANTNE A, W/ Asn/a /4, L nyg
DHE/AGE/GNW /4

Descoriplicn:

IR R RN R T I I S e T I I R T R B S I R I 2 I R R LA I B I B )

Boecordiods Mook 19, page 60w :
|




y
wd
L4

Exhibit “A" (4) Page 4 Of 12
continued

LEASES SUBJECT MO THIS AGKEIMIIL:

Lessor: Margaret S. Spence
Lessee: Ed Phillips (Read & Stevens, 1nc.)
Dated: September 26, 1980
Expiration bate: September 26, 1983
Landowner's koyalty: /4
Description: Township 23 south, Range 28 Hast,NMPM
~ Section 19: W/2NW/ANW/4,W/2SE/4/NW/4NW/ 4 E/ 2R/ 2NW/4NW/4 , NE/4NW /4,
W3/4SW/4NW/4,E/2NE/4SE/4NW/4 , W3 /4SE/4NW/4 ,Less Minerals

under the W/2NE/4ASE/ANW/4
ACres: 135 gross acres, 67.5 net acres

Interest: 100%
Annual Rental: $135.00

Recorded: Book 191, page 634

AXAXRARRANAAR R AR AR N AT A AR AN AR A AR R R R A AR A kA R AN R AT A AR AR A R ARk by

lessor: Aubrey B. Covault ct ux., Edith M. Covault
Lessee: Ronnie Ward
Datedrs January 22, 1979

Expiration Date: January 22, 1983

Landowner's Royaltv: 1/6

Description: Township 23 South, Range 28 East, NMPM
Section 19: L/25LE/450/40%/4

ACTon: 5.00 acres, more or less

Intoerest: 100%

Annual kRental: Paid up

Recorded: Book 170, page 476 |
**ii**i*iii*i***iﬁkkkitiﬁiittiﬁiiiiiqfl-)&ii-kik(*-\iiﬁtli!iik

Lessor: Stevhen Knowles Quinn
Logoee: Ronnie Ward
Datod: January 22, 1979

Explration Date: January 22, 1983

Landownoer's Hovaliys 176

Beseription: vgunship 23 South, Range 28 Hast, MM

Sect

ion 19: LBy 2SE/ASW/ 41/ G

Aurens 5.00 acyes, wove or beog
Tntoeriest 100%
PR i HE
Toren e Poon VU, n e Gl
IR L T N T T T T S S S P
ey [— e S



S Exhibit; A" (4) Page 5 _of 12
continued

LEASES SUBJECT TO THIS AGRERMENT:

Lessor: R.M. Williams, et al
lcssee: Coquina 0il Corporation
Dated: May 22, 1980

Expiratioyn Date: May 22, 1985
Landowner's Royalty: 3/16

Description:Township 23 South, Range 28 Fast, NMP'M
Section 19: S/28W/4

- Acres:’ 79.65 acres, more or less
Interest: 100%

Annual Rental: $79.65

Recorded: Book. 186, page 618 A -

t*t*i!***iii***i*ti*ii**iii*ittiili*iiﬁiiil*i*iit*tktt**iti

Lessor: E.L. Dornan and Maxince Dornan

Lessee: J.R. Rowan

Dated: February 13, 1978

3

Expiration Date: February 13, 1983 -

Landowner's Royaltyv: /8

Description:Township 23 South, Range 28 Eact, NMPM
Section 19: NE/ANW/4SW/4

Acres: 10.00 acres, mor or loss

Interest: 1002

Annual Rental:510.00

- 3 - m Ve Ll -
Revorded: ook 1854, page 410

LEREER SRS S EEERE R T ERREIW I IS I R S R R R R R R R R Y

Lessor: ZTverctt D. Harle ity and Beulah M. Hardesty
Lesuec:  Cities Service Comvany

Datoed: July 18, 1381

Expiration Date:  July 18, 1984

Landowner s [oyalty: 3/16G

Description:fownship 23 Sooth, Range 28 st NMITH
Section 19:  Sw/4NB/4SW/4

fheres: 10,00 acres, more or less
Interest: 1604
Annual Hes gl sinonG

Recordods

L R R N NI SR U B O ST I SRR L R L R I Y O Y



Exhibit "A" (4) Page 6 of

12

continued

LEASES SUBJECT 1O TH1S

-

I

Lessor: Harold W. Barnes, ot al

Lessce: James E. Kiehne
Dated: August 29, 1980
Expiration Date: August 29, 1985

Landowner's Royalty: 1/8

bescription: Township 23 South, Range 28 East, NMPM
Section 19: E/2SE/4NW/4SW/4

Acres: 5.00 acres, more or less -

Inteorest: 100%

Annual Rental: Paid up

Recorded: Book 189, page 784 -

L2222 E RSS2 R SRS R R R R E R R R R X N R R R R R R S R R RS )

Lessor: Ruth M. Campbell

Lessece: James H. Isbell

Dated;: December 22, 1980

Expiration Date: December 22, 1983

Landowner's Rovaltv: 3/16

Descriprion: Township 23 South, Range 28 East, NMPM

Section 19: W/2SW/4NW/45W,4

Acres: 5.00 acres, more or less

Interest: 100%

Annual Rental: Paid up

roonrdnd. Book 193, page (96
LR N R N N N N R I N R N R N R E RN

Lescor:  opal R, Nelson

Liessoee: Barton

Roy G.

Dated: November 28, 1972

Expiration Date:Hoverber 28, 1942

Landowner "o

Hoyvalty: 1 /4

Lesoription: ’}fi)jy_ll:ﬂ)_iJ; 23 vouth, Range 28 Fast, NMpM

Section 19:  wW/2up/4sw/48n/4

hY KR L0 G e, Tor e o feen

oy et o Ty

| IFRI L T S DL S TR TRV AP

TR N T R T R T S S S S S N N N NN R R R

‘j‘irz;ﬁ'&?‘ bk 45‘”‘,';: E




Y .

-
e

4

Exhibit "aA" (4)
continued

LEASES SUBJECT TO THIS AGREED

Lessor: peona Lucas and Gordon Lucas
lessee: R.F. Fort

Dated: August 18, 1980

Expiration Date: August 18, 1985

Landowner's Royalty: 3/16

Description: Township 23 South, Range 28 East
Section 19: E/2NE/4SW/4NW/4

Acres: 5.00 gross acres, 2.50 net acres, more or less
Interest: 50%

Annual Rental: Paid up

F

Recorded: Boaok 196, Page 591

RARBVRPANRRARARRNRRAKA AR X AS AR RARN AR AR A AR AR AR A RN A AR AIRAE &N R

Lessor: wyazel T. Ruckman, widow of Vernon L. Ruckman

Lessee: Read & Stevens, Inc.
Dated:  mMay 12, 1981
Expiration Date: wMay 12, 1986
Landowner's Rovaltyv: 3/16

Description: Township 23 South, Range 28 East
Section 19: E/2NE/4SW/4NW/4

Acres: 4.945 gross acres, 618125 net acres, more or less
Interest: 12.5%

Annual Rental: Paid up

Ronk 1G9, Page 5122

RARRARRANAARRAARER AR AR A AR ARSI A ARRARAAT R A A A AR R AARARR AL NI ARE R AR

Lessor: Vernon L. Puckman, Jr., dealing in his sole and separate property
Lessee: Read & Stevens, Inc.
Dated: May 12, 1981

Expiration pate: May 12, 1986
Landowner's Royalty: 3/16

Desariprion: Township 43 South, Range 28 Fast

Seotion 19 L/UNE/a0W/ 4T/

Aeroes: 4.945 gross acres, (9271875 nel acres, more or Iess
Inteorest: 18.75%
Innual Bertat: Paila uap

Recorded: Dook 199, Page 1ok

L I I I N O I I N I I N N R N N N I A Y R R R EE R R ]
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SXU 0 mxhibit "A (4) Page B8 Of _12
continued

LEASES SUBJECT TO THIS AGREEMENT:

Lessor: lLaverne Martin, dealing in her sole and soparate property
lessee: Read & Stevens, 1Inc.

Dated: May 12, 198%

Expiratiori Dite: May 12, 198G
Landowner's Royvalty: 3/1¢

Description: Township 23 South, Range 28 hast
Section 19: E/INLE/4SW/4NW/4

)  Acres: 4.945 gross acres,.9271875 net acres, more or less
Interest: 18.75%
Annual Rental: Paid up

-

Recorded: Book 199, Page 580

AR A AN AR AARAR RN R RN KRR AN R A DR I R R AR R AR A A AT AP A A A AR R AN R AN R P R RN

Lessor:  Upiversity of Missouri

Lessee: Ronnie Ward

»
e aareia s P

Datedi april 20, 1981
Expiration Datc: April 20, 1982

Landowner 's Rovaltv: 3/16

Lo NI B o

Description: Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4Nw/4

Alres: 5.00 gross acres, 1.40 nct acves, more or less
Interest: 28%
Annual Rental: Paid up

[SURIOTRE R4 TS I

AF A h AR AR A A kR A AE AR AR H AR R R ARk kAR Kk kA AR A I AP Rk h kA * kN
#llie Pischel State Caneer Hospital

[RRTERRTR Dens e Ward

Dated: April 20, 1981

Fxpaivation batoe: April 20, 1982

Landownoer's Bopalty: 3/16

Description:  Township 23 Soulh, Range 28 Fast

Section 19: W/ONE/ANW/4u/4

feres: 5.00 jross acres, 1,40 net acres, mare o ies
Interest: 241
Ante ol Meptadl: raid s

Recovded:

L I N R R I N I AN RN RN R R R EE R




Exhibit "A" (4) Page 9 0fF 12
continucd

FEASES SUHT e o 'l"H.IH ‘/\_l'.l"l'] S

Lessor: catherinc B. Sanders, Guardian for William Aaron Bilderback
Lessco: Ronnie Ward
bated: June 1, 1981

Expirat ion bate:s June 1, 1982

Landowner s kovalty 1/6

stcripriun: Township 23 South, Range 28 East
‘ Section 19: W/2NE/4NW/4NW/4
Acres: 5.00 gross acres, .0667 net acres, more or less
Tnterest: 1.334%
Annual kental: Paid up

.
Recorded:

R AAAARRAAAAL AR AR A TR A AL A kA AR Rk A d hk s A AR AR A RN AAARAAD kA AR

Lessor: Helen M. Cox
Lesisee: Ronnie Ward
Dutud:; June 1, 1981
Expiration bate: June 1, 1982
Lapdowney "o ol o 1/6

xeweriot ion:  Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NW/4

Acrer: 5.00 gross acres, .0667 net acres, more or less
Init oot 1.334.%
Annta b Bentad: Paid up

Rocordded:

L O O T O T T S T O O O T T T T T S S O S N Y T T T N S T T S S ST S T S

L. o Veva J. Isrcal
R Ronnic Ward

Pt e June 1, 1481

Vbt ion e Juyne 1, lug?
PRTETE TG STEN UL AP I S 1/6

soneription: Township 23 South, Range 28 Easut

Section 19: W/2HE/4NW/4ANW/4

Aeress 7 5,00 gross acres, 0067 net acres, wore or less

oo paid up

R I N N S S I S R R I B RSP TR

P —

B




Exhibit “A" (4) Paqe 10 .. Of
continucd

LEASES Sulapic o ’Z'!!VIH _f\:"l-‘| [ B

Lasnor: R.K. McEwen
Lessee!: Ronnie Ward
Dated: June 1, 1981

Expiration pate:  June 1, 1982
Landowner ' Boealty: -1/6 -

Description: Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4NW/4

Acres: 5.00 gross acres, .0667 net acres, more or less
ITnterest: 1,334 %

Annual Rental:

Paid up

Recurdeds

A KA A AN A KR A AR AR R R AR A AL Ak AR ARk kA AR AR AR Rk AR A ARk kR

Loessor: Fred McNabb

Lessee: Ronnie Ward

Datcedy - June 1, 1981
Expiration bate: June 1, 1982
Landowner ' Movaltv: 1.6

Description:  Township 23 South, Range 28 East
Section 19: W/2NE/4ANW/4NW/4

Acren: 5.00 gross acres, .06067 net acres, more or less
Intevest s 1.334%
Annual Rental:  Paid up

Rocoradaed:

L I L I N I O T T R I e O T T S e I e N R R B O A B R AR N A I A A |

Taovnogs Goldie M. Kirk
Tooiieos Ronnie wWard

ot et June 1, 1981
Papriration Dalbe:s June 1, 1982

R TN It S S S S 1/6

Section 19: W/ONE/ANW/ANW/4

Duwrvipt son: Township 23 South, Range 28 rast

Ao 5.00 gross acres, 0233 net acres, more or less

Tt ey st .GO6H%

Anner ol e o Pald up
[ERRE A o
I R R LN R B N I B R B P S T T T T T T S S S S O R S S Y

12




Exhibit "A" (4) ' tage 11

continucd

LEASES SURILCT POV R

Lostor: Lois Jane Yantis
Lossee: Ronnie Ward

Datoed: June 1, 1981
Expivation Dater gune 1, 1982

Landowraer 0 bovalry: 170

Description:  Township 23 South, Range 28 East
Section 19: W/2NE/4NW/4Rw/4

At 5.00 gross acres, .0166 net acres, more or less

Intervest: [332%

aal Rental: 3
Ann s Wa Paid up

)

Recorded:

AA AKX EAAAATARARAAAS R A A A A AR A AR AV AP LR LA AN AR AR A A Rk Rh kA

Lessor: Whitson J. Kirk, Jr.
Lessee: Ronnie Ward
Dat,cd:,v June 1, 1981
Expiration Late: June 1, 1982
Landowner s Vevaitv: 1/6.

Bescription:  Township 23 South, Range 28 East
Section 19: W/2NE/ANW/4NW/4

Acrers 5.00 gross acres, (0166 nect acres,more or less
Intoerest s 0332%

Annaal bent i Paid up
I3

N
[ SEET TR ST
L R O O L T T R I R T O e T T T T R S S S R S R R R S A L I A O 2
Toornisiony
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Tondooa ey i Vi
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Exhibit "A" (9)
cont inued

Read & Stevens, Inc.
P.O. Beox 1518
Roswell, New Mexico 88201

Coquina Oil Corporation
P.O. Drawer 2960
Midland, Texas 79701
Attn: L.E. Opcrman

James E. Kiehne
P.0. Box 3855
Midland, Texas 79702

James H. Isbell
727 Midland Tower Building
Midland, Texas 79701

J. Richard Rowan
P.0O. Box 162
Midland, Texas 79702

Roy McKay
P.O. Box 2014
Roswell, New Mexico 88201

Roy Barton
300 West Taylor
Hobbg, New Mexico 88240

Cities Serxvice Company
P.0O. Box 1919
Midland, Texas 79701

Ronnie Ward
P.0. Box 2371
Midland, Texas 79701

pon L. Matson
3622 Imperial
Midland, Tcxas 79701

Paqe 12 .
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. . i ; ting Agreament 9 .
Read-&.*Sg&sggg?dlﬂgc},mggeogegg{grogngpsgauing eiie(q,or?)ofa ?ggdeégﬁlag'nénggibegg gg?n
N P«x?ucor"n 88—(Producer's Ravised 1980) (Naw Mexico) Form 342Y-1

| OIL & GAS LEASE

THIS AGKEEMENT made thys Jday of

19 bt

(Post OH e Addiew)

v

herein called Lasor (whether v or imire) and e e R

. Lamsor, in comsideetation of TEN AND CHHE R DOLUARS sichaet paak pengtal whiclinchene ook At el be ronalte s Lot pros ided and ol the i s o the: bawuse bheein contam.
o, brreby grants, lowses wnd Tetveactni ol vt fesse Tos the parrgeaw ol s gatint, cspivnag Anwp\'mg Antlong ot perating b and pacationg o and gas, sips ting gas, waters, uthee fluids, wid e
o subsurface strata, $oy i pape b, stonng: vil, braldsing tanks, fradw ay s, teke haanr e, and vabeg stean e s i the v to probice, save, tabe cate o, treal, prodess, <iore and rampuort wid

.o A

wincrab, the following desctabed lumd 1 . o, Sea Mevio baowgd

: Fot the purpese of calculztng the reatal payucuts hervibafier pronaded fus, sand Lond o edimated to oo L e, whether it actually cungucises o lews.

: 2 ject 10 the othet provisions berein cuntained, this leae ball remaia in foroe ieratenn of oy rom thi date tealle? primars e’ and e long thereafter asoif or gas is frum
said tand oc land with whick suid Lend i ookl produced

i A The ruvaltics W0 by paud by leves anc: Gy on o, amd oo otbwer Tepied Bydroca b savsd at thae wdl, s tha puem bt aind vl froen wnl Bosl, amow o e ddiversd gt the widls 0¢ % the
: crodit of kmar i the pige hne 1o which th weth may e conseceds (b e o canghead stas and sl caesse wbataios prodicos b it tand and sl o wed off the peening or wed i e
; manufacture of gasoline or othee product therefzum, the market value at the wellof

o okt s wad, prosidied that on gas wlid on of off the premises the royalty shall be _______ of the amount -
realized from sule; (o) and a2 wny tinwe w hen this lease s uot salidated by other prossns beoenl aid there s o gtas aned o condemsate well vn said lundd, ar land gusobed Therewith, but Kas and/or conden-

3
sate is Bl being so sobd or wsed and such well is st i, vither boore e atter produicton therdgom, then onor el R dass alier saed well is shat in, und theseulter at annual inteevah, ks mey pay or R .
tender an ads sioe satnual siut-in royalty cqual o the wmoust of detay rentabs procudab for mhis besse for the acoage thoen Beld e r this Tewwe Iy e party msbitg uich payment ar tender, and w0 long &s
said shutein royalty is paid or Llendered this lrase shull not teenunste wnd it wilbbe connadensd sader 28 dauses beredd that gas o beng prochicasd from the leaad promies in ;u\ing sprantitbes. .Elch such pay-
et shall be pald o tendered to ghe party ur partion who at the tane of sach pasiaent wonlid be catitiod 1o savave e covatoes which waald be paid ander this Tewse i the well were in fuct producing, ot be
paid or tendered ta the ceedit of such party or parties in the deunitory hank and 1u the mamiwe heveieabter prossdoed for the paoment of et e 1l'w ament reahiond [rom the sale of gas on of olf the pl"gmm
i shall be the price extablished by the gas eles cuatesct enteeod uata in oo Lasth by Lesses aod gas puarcheser Bor b term and ansder s beonds o as are cuztoanary in the industry, "Price’ 1ial! mean the net
. amount received by Lessee sfter giving effect to spplicuble regulatigy ordurs cod atier eppheation of any applicable seice wdiostmenes \peibied in such contrsa or regulatory veders.

4. U operstions fur drdliag are not Lomnenced ve said Land o an Tamd poated therew it e or bebone ene g veat Trons this date, i lease shadl teoninate s (o both purties., sniess on oe before one (1)

year frum this date lessee shall pay of tender tothe levor s st af § whichahall g

o b prabee of dederting Consmencement of wich opetations fot s perisd
of twelve (12) months. In like manncr and age fke pay areats ue teudens, anuadivc, the esmaesceeat of sad opegations mas be (o

tthes deferrad fog suevsis e pegiods of (webve (12] months cach during

the primary term. Payuvent of tetder may be smade ta the lesor o tethe crahtod the bssor in the —_— et e Bunk

-l . R Cwhich hand | or soy et thereod, dhall cnt i
L0 be the sgeit fur the lewae und bevot's brars and asitis 1 sach bagd (or sy sicoseor basks diall Ll Lopaskate on e siccvedad b aseothes bank, og forany reason skalt fal o ebiae to scceqd rental, kawe

shall not be heid in default untid therty (3 days adter lewor shall delaves todewns a ranlable st ranaent making peosmon Loz another acceptable method of pevment or tewdee, and any degasitory charge isa
siability of the bawsor. The pay inent or tender vl tvntal may be made by chievk or dratt ol lowe, mailed or debivered tosand bant on T or any lesar ieore than oae, onor bidore the remal paying date.
Any tinudy psyment of dender of rentat or st ravalty which somade in a boena Bde sttempt o make peoper pastent, bt wln s eemmsns in whale o1 in paet as1o partes, amonnts, o depositozies shall
nevesthlas be sufficent 10 prevent termination of this Teas in the e manner as thongh a proper payment had bonmade, peovidied beweser, s shall correct such error withine thiny (30) days after
kessoe has roocived written notice theted by cortifid mail From bessor togetber with soch insinnrnents an age evesan o lll!ﬂr linwewy 1o make propet payment.

5. Lemor in hereby granted the right und pow v, From time to time, to posd o combins this Fase, the Jand sovenind byt or am part or boraon Vhereod with any othier land. Jews, leases, mincral seato or

rsl&'d for the ioa 9f o or gas. Cnits povbed! herennder shall mt excevad the stamdard peoration amt tised 3 Law o by the New Mevico Osf Conservation Commassion o by other lawful authority ;

or the pool v ares in which said lnd b situstad, plus 3 tolerance of 107 Lo shall ble sootten mint desagnatinon i the connty i which the peenmises are hcatsd and sich aiats muy be esignated frum )

Lme to tiwe and giiter Do of afier e Gangl S} L Ly g e i H
ducted duction {rom lh:\u\d desessbedd in ths e

4 : Fose G ant piart ol Lass stk anit shall be considered for all puegenis, except the peyment of oy ally, ay opeta-
tons. o1 p ave. There shall ’-- allicated to e fand covenal iy thos Leaws indluded in ane sich amt that puortion of (Iw

mincrals from in the unit. after deducting any wexd in leas of usit opetations, whicl te aumber of siefaee wees i the Laod covenad by thas leaswe inchuded in the unit beurs to the total number of surfsce
wcra in the wait. production s allicatnd Wdalt be cussidered for abl grispanes, inclushing the payient of el o novadty, totae the entire production of poeled miperals (som the portan of seid land :
covered hereky and included in said umst i the @ manner as thoagh produced brom sand Land voder the tersn of this lease Any poclisd unit designatad by Ly, ss providesd berein, may be dissobved by .
Icssee by recording an approprisie instrament inthe County wbere the land o stuated st any bime aftes the completion ot aoday bode ar the cosation of prodaction on aid anit. Lewee is fusther granted the

right and powey to commit this fease as to abi-r any poetion ol the ahoae diwnled Lamds o Lonzoans thereol tians ot agzveeat doe the parpow of conserving the natiral eeources of any oil or gas pool,

field ar ares coveted thereby . provited suvhi it agrasnest contains sorad and catonian provisins fog the allocaton o ol and gas prodoces? Bron the nnit arer and apen wich cmematnient the provisions

of this lease shall ba cunformed to the unit agresamnt

6. 3 prood to the ducnery of vil vr gas beprsndes, fosaese Msonbd dech ad sbandon ey Bode or holes Lenvars e v abres disecvenn chinl o gas the prsduction thereod aboalld veawe for any cause, this
lewse shalf not terminate i devaw comea tennrking vz additional didheg operatnns withen 80 davs therraftor acd diligenths prosscates the samae, of B it e within the pritnsey tefm) cammencrs o
tezumes the payarent ot temder of sentels on ciuncon ope 2albate for o e thieg g e Before the gonted pas g date nest ersoing aftor the experation of three aeonths }lmn date of abandurunent of
0 suid dry dole or hodes ot the censatunm o productien. i 2t e eapiration of the pruvaes tees od and gas i od beind prodices) bt s s thes engage] ieaperation. bz deidhigg of reworking of any well, this
icase shall remain in force w i““b’ a \n\il epetatiine aiv il prosanate bk 1z ot yrage Hheny £dYcnnnes L H durinye the duﬁ‘mg o1 teworking of any wel! unsder this paragraph, lewee
: hses ur junks the hole o well and aites dilaent ctons i gosd Taithos tnranplens saedperations thenwetban 3 dans e the abazr danment of said operations besss s ommence wnother well and
drill the wame with due dibigence, H oy dulbing, additionat drlling, ar tewoebig speratr s bepnndir ol s pre locrees thearhindease il remuin i fad loree sotong thetraftee as mbor gas is prodiced
heresnder,

7. Leser shall have frov w ol il gas and water Trang vard land, eacept water oo bovsor vweloand tanka e wdi oge ratans bareondes ad the vl diall e compoted aftes deducting any « uwed
Lassee shall have the right at any time doring or after the eapivation of thas feaw 1o remove alb propents and btures placal T Fasses o sand Tand, anchidimg the tight 1o lSrnu and remes e ail cuung. Whea
requited by lasor, Tessee will bury all pripe Iy s cultis ated Landds below vedinars plos dpadiand i wedlshald hedinied w sthin o Woaedsed foag 1200 1 |.H any reakbenee ae larn sow onsaid iand withoet
kwot's cunwent. Lescor shall have the privitege, a1 his risk and expense, of sz gas b any gas wellon sasd faned teestovis arsbimice Ll the principal dwetling thesoon, ot ol sny sarplis gas not nead-
wl foe ations hereunder.

8. rights of cithet party hereunder iy bewssagzoed ie whole o i paet wed the grossions horeof chadl
in the ownership of llrhmi. 0t in the pwneedip ol or rght to reccie restals, onvalfies of pavieets, how ever aoomplished shalloge tate teenlarge the abbgation ar diminish 1he nghts of Jeser; a0d ne sich
change or division shall be binding upon lasex for any pratjane nntdd 30 dess alter T bas T furnishial by corhticl muad ut s s pranapal place of bivnes with acaeptable anstraments or certiliod copics
thereol cunstituting the chain of title Irom the otiginal leasor. B any such change o nerbip coenes theongh the doatt ol the naoae, e may pay or tendes any "A““{
uf the deceased wih wtate in the deporitory bonk untid such time as lewee has bovn furnished with enidemee satisbactons toclssee ac o the
lease as tu Aw‘ieFa:vd purtwon of said land. the centab pray sble hereanadee sill b apruontemed abetwern the wsnad b loddow e sata
IS Sk Co ook, N e Beesnn s Acassienon st of this bease, in w el vr i paas diadl e B eateat o sue b assignaent . rehees c and dischsege lesee of any abliga:
tons herrunder, and, il fesce or sasignoe of !\ul ar prasts heront shislh bl ot ek detanlin the pasanent oL the peepcaiionate part of Haoontals e Trom uech v of avsignes 0F 16t o campty with any
wther pravivion of the lense, such defunlt deall it aitot this lease inowo Fat as b vovees o pat ol vand Fands e whi Dl cran wsurgte hens f dadl vstomply or make Gach pay mente. Rentals as used in
tis paragraph shall also scdude shut i rovz’n

4. Should lasce be presented Trone compt g with any espress o neplndvosvnant s £ this base e feean consdi tng drting o sosodba paeeations herensder, o feom prosdndng o or gas bereunder
Ly reasen of seercity ot anabality to ubtain ot we cnpraest cr material, o bnovpacanon ot e maeane, v b anc Fodond
s pievented, beasees duty shatf be gl asnddosser shatl not b Lable i Bahiee to e g iy therewth, amd b
Jucting dnbing or remotiing of
) withstanding.

’ 10, Lessot hereby warcarts and agrias toodeivnd Cie e o said band
shall be subragated to ved e with the rght 0y eobonie senas 2!

total production of poul

FRARENIH

s

sl totle

e e ntor, wdnamistraton, sicosaoes and waigins, bt o change of diviskon

| s ravaltioy or &n)‘mem\ 10 the credit
}k’r\nn\ entitivd te such s, T the event o an assignment of this
i acccording b the surlmoc asea of each, and delault in rental ]m\‘-

ratate L e gy o

PRCRS RN A IS

ruleor regutation of goserninental anthority, then while
Wi as e b pesented Ly any vach ok s from oo
shall et b connted agood Tevae, any thingan tha lease to the conteary ot

)
e

whons oot from preducig e or ges Lerenndoe, s the trse s bide Tessee o pnnan

s that livas @t gt an G harga

LA LA el e, e

vt den vponsaid land, and in the event essee dows 3o, it

dapohy s and rosaltns s sav bt pnpaireent of T nghts nnrder the warraaty, i this
lease coners & doss naterat g the ol ez gavai Ao ans part et 1 it antie ae b de et el r e s eecnet i beron aohiad e ret then e poaalties shatdin nalty,
rental and othar paymenty, dany, aanue g bom ans et doch it e o des s b fn it nt b Lo paainnt aotbe s s - e denst thernn af any, eondeed by ts Teace,
) Lenss to the whole and urdivided [oesinple ovtate thoromn Sadasy enccr nise ol e pariies named atsave acha s beces i thas oase s i b peventhiclos be bl o the porty of parties ex.
wuting the same
. Leaer, itvhi sucnsorn, heiny and awigna, sl Dave the nghie an ans tene bowearerdes this leaseuawbede e lewer ar b

1orreof to the lessor, or by placing 3 relvase theracb ol revardan thie connte s which sand Banal e atesd the gonge

s e, siccessony gl i e .‘,r}:\uu.?nr muiling i releave
acteaye sosurendenad, and thercafter the pentay and s royaing pasabh Dorevandor ahai be roabaced e e

sesbiriy et beveb been abl el cationss evprese ber enplied o this agreeinent ast

peritine thoar !

cariase covered herehy o zotiaosd Ly sand eelease ur neleass

Erceuted the day and yuear st sbove apeten




STATE OF NEW MEXICO,

INDEVIDU AL AC

County of ..

The foregoing instrument was acknowledged before me this -

KNOWLEDGMENT (New Mexico Short Form)

day of

| KU — — by ___ S - e
My Commission expires. - - . , Ly Natary Public o
STATE OF NEW MEXICO,
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Fuorm)
County of. e e
The foregoing instrument was acknowledged before we this .. day of . N —_ BT
19 by e e = - - - e
My Commission expires e 19 T 77T Notary Public
STATE OF NEW MEXICO,
INDIVIDUAL ACKNOWLEDGMENT (New Mexice Shert Form)
County of.
The foregoing instrument was acknowledged before me thic day of -
19 by
My Commisaion expires. 19 ) ) Notary Public
STATE OF
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of. .
The foregoing instrument was acxknowledged before me this e day of
19 by S e e
3
My Commission expires 19 Notary Public N
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STATE OF NEW MEXICO
CORVORATION
‘ounty of . ...

The foregoing instrument was acknowledgoed before me this.. .

2 (.

in Lehalf of said cérﬁdr:{ti‘o'n,. »

My Commission Expires:.. .

STATE OF . .

CORPORATION |

ounty of ...

day of

VCKNOWLEDGMENT (New Mexico Short Form)

) U

e President

..._.Corporation

Notary Public

ACKNOWLEDGMENT (New Mexico Shart Form)

The foregoing instrument was ackuowledged bufore me this day of __ . . I U
by e e e e e [ e ey e i e e President
T . _ o - U S e <0y pOTation
an behall of said corporation.

My Commission Sxpires:. .

“"Netary Public |



Q COPAS — 1974 ‘

Recommended by the
KAHR 601 Councit  of Petroleum
s TULSA 74101 Accountants Sociaties of

North Americo

EXHIBIT Yoo

Attached to and made a part of  that certain Operating Agreement
dated April 7, 1981, by and between Read & Stevens, Inc., as

Qperator, and Coquina 0Oil Corporation, ct al, as Non- 4
QOperator . !
- ACCOUNTING PROCEDURE ]

JOINT OPERATIONS

1. GENERAL PROVISIONS

1. Definitions )
“Joint Property™ shall mean the real and personal property subject to the agrecment to which this Accounting
Procedure is attached.

“Jeint Operations™ shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Juint Property. )

- “Joint Account” shall mean the account showing the chavges paid and cvedits received in the conduet of the Joint
Operations and which are to be shaved by the Parties,

“Operator™ shall mean the party designated to conduet the Jomt Operations,

“Non-Operatorss’ shall mean the parties to this agrecment other than the ()p(lrnlor_

“Parties” shall mean Operator and Non-Operators,

“First -Level Supervisors™ shall mean those cmployees whose pronary function i Joint Operalians s the direet
supervision of other cemployees and or contraet Jabor divectly emploved on the Joint Property in o field operat-
ing capacity.

“Technical Employees™ shall mean those vmplovees having spectal and specific enginecring, geological or other !
professional skills, and whose primacy funciion m Joint Operitions s the handling of specific operating condi-
tions and problems tor the benefit of the Joint Property,

“Personal Expenses” shall mcan travel inud other reasonable reaunbursable expenses of Operator™s employees.,
“Material” shall mean personal properly, cquipment or supplies acquired or held for use on the Joint Froperty.

*ControHable Materiul” shall mean Material which at the time is 30 clussified in the Material Classificatioh Manual
as most recently recommended by the Council of Petroleum Accountants Socicties of North America.

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of cuch month for their proportionuate share of the
Joint Account for the preceding month, Such bilis will be aecompaanied by stidements which identify the author-

ity for expenditure, lease or facility, and o} chivges and eredits) summarized by Gppropriate classilications of in-
vestment and expense exeept that items of Contvollable Material and unosaal charges and ceredils shal) be sep-

arately identified and Tully deseribed in detail

o ORI 0, MDA =T

3. Advances and Payments by Non-Operators
Unless otherwise provided for in the agreement, the Operator may reqiire the Non-Operators to advanee their
share of estimated caxh vutlay fur the stccecdimg month’s operation. Operator stadl scdjust cach monthly billing
to reflect advances received from the Non-Qperators, .

Each Non-Opcerator shudy pay its proporvtions ol all bilis within bheen () davs after veceipt, I paviment is not
made within such time, the unpaid balanee shall bear interest monthly ot the sate of twelve pereent (1249) per

Ay o bhae nynv sy eyt

Lorate permniiod bu -'I‘I"" abieo nnuey s the state o whieh the Joint
Property is located, whichever s the lessers pius attarneys fees) conirt costs, and other

the collection of unpald amaunts,

costs in conmection with

4. Adjustments

Payment ot any such bille Jhals ot propidies the seht ol e N Chea o to poolest or guestion the correct -
ness thereot: proveded, hoavevers ali baig dodtateinentn vensh o to NonsOperatars by Operator dining any
catenday yvem s hall conciusively e nresnes D to fe e Soad oo el atter Daent e o 123) tnontie toliowine
the end of any such colendar veur, ardess owithin the sad Twenty

e 000 month persd G Non-Opeiator takes
written (‘\'t‘:*plxun thereto and mokes vl on Opevator for wdnstiment. No adjustment favorable 1o Operator shudd
be made unless it s muede withun e sine presesibed perrads The provsmes of this paracroph shalt not provent
adjustments resulting from o phyvsical iventory ol Controllable ALbennd s provided Dor an Seciion V)

5. Audits

A Non-Opeertor,

notice snowribins to Cperator aedd ol ol SN Opsrators, Shadl bove the vight to audil Ope-
rator's aeeounis ol noceords velating 1o the Jors Acconnt ror s calendion veor wathio the twenty-tour (24) month
period following the vnd of such catendar yvenes provided, Bowever the anadann of soaudit shadl st extead the
time for the taking of witten exception to ceaed the aelipetinent or ccconntoa pnovsided for i Dioaccaphc 4 af this
Seetion L Wi s shndl nnke every reasonable effart to
conducl joint or sm:ml:nw-un\' audils o eneer whuch wal cenadt i aonanmas of inconvenicnee to the Opera-
tor. Operator hadl Lo ae poilion of e Do oiperatons” onbi o e red meder thee paraperaph unless aprecd :
to by the Operator ST

roothere s taa o miote Son Glperators, the Non O

6. Approval by Non-Opcrutors

Where an approval ar other agreement ol the Parhes or Nov Opesldai s ne expres Jy requared uneler olther see.
tions of this Accounting Procedure and 1t the apveement to ow b b tho Acononting Procedire s altached contaits
no contrary provisions in vegard thoretos operetor shalb vateronad I Groritone of thae Operator’s proposal, and
the agreemoent or approval of Gomajority nomterest of the Sor Opasators ched] beocontrolling on sl Non-Operi-
tovs.




il. DIRECT CHARGES

Operator shall charge the Jmnt Account with the following item:
1. Rentals and Royalties

2.

3.

" ﬁ%&e‘%ﬁly recommended by the Council of Petroleum Accountants Societies of North America

Lease rentats and royultivs paid by Operator far the Joint Openitions,
Labor

CA. (1) Salaries and wages of Operator’s ficld empluyees direetly employed on the Joint Praperty in the canduct

of Joint Operations,
{2) Salaries of First Level Supervisors in the field,

{3) Salries and woges of Teehniend Fanployees diveetly coploved on the Joint Praperty it such charges are
excluded from the Overhead rates.

B. Operator's cost of heliday, vacation, sickness and disability benetits soed other customary adlowances paid to
employees whose saluries and wages are chargeable to the Joint Accaunt under Paragraph 2A of this Scetion
1. Such costs under this Paragraph 28 mag be eharmed on o “when and as paid basis™ or by “percentage as-
sessment” on the amount of salurics and wages chargeable to the Joint Account under Paragraph 2A of this
Section 11, I percentage assdssment is used, the rate shall be based on the Operator's cast expericncee.

C. Expenditures or contributions nunde pursusnt 1o assesnent. mposed by governmental sndbority which ave
applicable to Opeeator's costs chargeable to the Joint Aceount nnder Paragraphs 2A and 28 of this Sec-
tion 1l . -

D. Personal Expenses of those employevs whose salaries and awages are chargeable to the Joint Account under
Paragraph 2A of this Scction 1L

Employee Benefits

Operator’s current costs of oxtablished plans toc emplovees’ vrann Hfe bearance, hospitatization, pension, re-
tivement, stock purchase, thvift, bonus, soud ofiter beneDt plaee of o hike nature, applicable 1o Operator’s Tabor
cost chargrable to the Jomt Account winter Puragraphs 22 and 2B of this Section Hoshall be Operator’s actual
cost not lo exceed KRAXIOXAAXAXKXZEAR. twonty-three per cont (23%) or the per cent most

Material purchased or lurntshesd by Operator Jor use on the Jdotat Property oo provided under Seetion IV, Qnly
such Material shall be purchosed for or trineterred to the Jonr Proopepty oy may be required foar inmnediate use
and is reasonably practcal and consistent with eficient and ccononneal operations. The accumualation of sur-
plus stocks shall be avoided.

5. Transportation

6.

2
Transportation of employees and Materiad neeessary tor the Joint Operations but subject (o the following lmito-
tions:

A, If Material is moved to the Juint Property Grom the Operatars warchoivie or othey properties, no charge shall
be made to the Juint Avcount for o distimee greater than the distance fram the nearest rehable cupply store,
recognized burge terminal, or vailway recewving poist where ke ntenial s normally svailable andess agreed
to by the Parties.

B. If surplus Material is moved o Operator’s warchouse or other storage point, o charge shall be made to the
Joint Account for a distance preater than the distamee ta the nearest seliable supply store, recognized barge
terminal, or railway receiving pont unless apreed fo by the Partiess Noochange shall be made 1o the Joint Ac-
count for moving Material to other properties helonging to Operator, unless aereed to by the Parties,

C. In the application of Subparagraphs A ored 13 above, there shall be no equilization of aclual gross Lrucking cost
of $200 or less exchuding aevessarial chores,

Services

The cost of contract services, cquipment and utihtics provided by oulside sources, except scrvices exeluded by
Paragraph 9 of Scetton I and Pavageaph 1.4 of Section HL The coxt of professional consultant services and con-
teant cavviens of techntenl nersonnel divectlv encaced on the Joint Property if such charges are exeluded from the
Overhead rates. Uhe cost of professional consulinnt servives or contraet serviees ol techuical personnel not di-
rectly engaved on the Joint Property shail vot be chavged to the Jomt Account uniess previously apgreed ta by
the Parties.

7. Equipment and Facilitios Fuarnished by Operator

£

A, Operatar shalt ot E e ot Aecoar o e e e pmient sewd faeihifnes ot pates eogn-
mensarate with costo ol ow : [ vehde coste o mantenance, epinrs, olnoen
OpLrating expehres nRulian RF et nvestrnent pol fo exceed creht per cent (8¢2)
por wntiing, Suen cntes shnd o (e sora e cnvientiy o pevialing in the nomediate acca
of the Jowt Propesty,

B Inoadeu of chavges oo Piaderapn DA o bpenat o e T C NN e CORInerCind tates pevidnng in
the tmmediate area ol e ddord oy A D For oo v cpapment, Operator gy eleet to use rates
published by the Porrcloun Mot T et Naecianion

8. Damages and Losses 1o Joint Property

All costs or expenses tecvanury foe the sepaes o0 repbocernent o o s Proapenty puvde necensary beeasoe of dam-

apes or Josses Incurted by drves don Do stornn Vet oesdest e iy coee D eveert thove resulitg Do Operator’s

gross aeglivence or wriel poscornbct, oo chieh e B tees e sl wrpiten notice ol daniaoos o foeses
incurred as soon e prawcteeabie witey Wovopset e e e Been e copn D iy Oiperatar,
9. Legal Expense

Expense ol lonndine, tovestpating ard cette IEEE R S e cboagnn o Dens pavinent ol judaments

and amounts pond o sottfement or chotn e noedd e n o0 e toone operatioens under the aereement oy

peressary 1o protech or secover the Jdornt Piese ot Yo cnc b e o services of Operator s depal staff
ar fees o cxpense ol entn SEorneys s e : o et ba by the o tiess A othier depal

CHPCTSC IS cotiniderer Do b coverienn B T e e e o Soeas FUD e Lot Terawnse aprecd o b thee

Purtivs, excent o0 grnovaded oo Section Lo s




10. Taxes

All taxes of every kind and nature assessed or levicd upon o i contection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have heon pand by the Operator for the benefit of the
Purties,
11. Insurance

Net premiums paid for insurance required to be carried for the Jomt Operatinns for the protection of the Par-
ties. In the event Joint Operations are conducted in o state e whiceh Operador may act as self-inamer for Work-
men's Compensation and or Employers Liability  under the rexpective state’s laws, Operator may, at its clection,
include the risk under its self-insurance program and in that event, Operador shald include a charge at Operator's
cost not to exceed manual rates.

12. Other Expenditures -

Any other expendnure nat covered or dealt with in the (m cgoing provisions of this Section 11, or in Section III,
: incurred by the Operator in the necessary and proper conduct of the Joint Operations.

L. OVERREAD

ﬂ Unleu otherwxse agreed to by the Parties, such charge shall be in lieu of costs and expenses of all ofiices
-snd salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cosi and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
- a8 included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
_ cost and expense are agreed to by the Parties as a direct charge to the Joint Account.

Z’rhe‘sdaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
i gervices and contract services of technical personnel directly employed on the Joint Preperty shall () shall
not (X ) be covered by the Overhead rates.

A Overhead ? Fixed Rate Basis
{1) "Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $3,825.350
Producing Well Rate $ _382.55

{2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

{13 Charges for onshore drilling wells shall bepin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consceutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives ¢n location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operalions f{or liftcen (15) or more conscculive days

{3] Charges for wells undergoing any \ype of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall he applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (153) or more consecutive
days.

(b) Producing Well Rates

{17 An active well cither produced or injected into for any portion of the month shall be considered
as a one-well charge for the entive month,

{2} Euch active completion in a mulli-completed well in which production is not commingled down
hole shall be considered as a onc-well charge providing cach completion is consideved a sepavate
well by the governing regulatory authovity.

[3] An inactive gas well shut in because of overproduction or faiiure of purchaser 1o tuke the produc-
tion shalt be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet.

{41 A one-well charge may be made for the month in which oluggirg and abandonment opervations

are completed on any well.

153 AH other inuctive wells (including but not limited o inactive wells eovered by unit allowable,
fease allowable, transferred allowable, ete) shall not guahify for an overhead charge.

(3) The well rates shall be adjusted s of the fivst day of April cuch yeur following the effcctive date of the
agreement o which this Accounting Proceduie is attached, The adjustment shall be computed by multi-
plying the rate arrently in usce by the percentage increase o deerease in the average weekly carnings of
Crude Poetroteum and Gas Production Workers tor the fast ealendar yea compared to the calendar year
preceding as shown by the index of average weekly carnings of Crude Petroleum and Gas Fietds Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Stuatistics, or the
cquivalent Cunadian index as published by Satistios Canada, as applicable, The adjusted rates shall be
the rates cuvrently inouse, plus or minus the computed adjustrment.
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erator shall charge the Joint Account at the following vates:

:Jopment

o Percent { <) of the cost of Development of the Joint Py ‘ty exclusive of costs
provided undexWh 9 of Scetion I and all salvape credits.
{b) Operating ~

———e e PETCENL 'Nt\he cost of OporWt Proporty exclusive of costs provided
- under Paragraphs 1 and 9 of Section™ii, all salvage-ercdits, the value of injected substances purchased

for secondury recovery and all taxes and assegsntCnts which wie levied, assessed and paid upon the min-

~.

-

(2) Application of Overhead - Percentawd Basis shall be us followy;

necessary i paration for drilling and cxpenditures incwrred in abandoning w he well is not com-

pl a producer, and original cost of construction or installation of fixed assets, the
s and any other project clearly discernible as a fixed assel, except Major Construction 3

] 2 of this Section 1. All other costs shall be considered as Operating.

- 2. Overhead - Major Censtruction

To compensate Operator for overhead cosis incurred in the construction and installation of fixed assets, the ex- ;

pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and

. operation of the Joint Property, Operator shall cither negotiute a rate prior to the beginning of construction, or shall
charge the Joint Account {or Overhead based un the following rates for any Major Construction project in excess

of § i : TO BE NEGOTIATED

A, 9 of total costs if such costs are more than $_ . o.__butlessthan$ e __: plus
B. % of total costs in excessof $__________ __ but less than $1,000,000; plus

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

Total cost shall mean the gross cost of any one project. Foy the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

; 3. Amendment of Rates

The Overhead rates provided for in this Scection III may be amended from time to time only by mutual agreement
. between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.
i - s

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operaor. Operator shall make timely disposition
of idle and/or surplus Material, such disposal being made cither through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
wors in surplus condition A or B Material. The disposal of surplus Cantrollable Material not purchased by the Opera-
tor shall be agrced to by the Parties.

1. Purchases

Material purchased shall be charged ot the price paid by Cperator after deduction of all discounts received. In case ;
of Malerial found te be defective or returned to vendor for any other reason, credit shall be passed to the Joint - |
Account when adjustment has been received by the Operator. i

2. Transfers and Dispositions

Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases ¢xclusive of cash dis-
sounts:

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the 3
|

A. New Material (Condition A) |

(1) Tubular goods, except line pipe, shadl be priced at the curvent new price in effect on dute of movement on a
maximum carload or barge load weipht basis, regardless of gquantity transferred, equalized to the lowest |
published price f.o.b. railway receiving point o recognized barge terminal nearest the Joint Property
where such Material is normally availuble,

(2) Line Pipe

{a) Movement of less than 30,000 pounds shall be poecd at the current new price, in ceffect at date of
movewment, as listed by worelable supply store neares! the Joint Property where such Material is nor-
mally available.

(b) Movement of 30,000 pounds ov move =hall Lo priced wocder provisionz of tubtidar vands pricing in Para-
graph 2A (1) of this Section TV,

(3) Other Material shall be priced al the curvent new price i eftec st date of mavement, us listed by a veliable
supply store or fob. rathvay receiving point nearest the Joint Property where such Materiad s normally
available,

B. Good Used Matevial (Condition B)

Material in soundg and strviceable condition and subtable tor ceee wthont reconditinning:
(1) Material moved to the Juint Property
(a) At seventy-five puereent (7540 ) of current new price, as determaned by Paragraph 204 of this Section IV,
(2} Matcrial moved from the Joint Property
() AU seventy-fice pereent {T370) of current new priee, o Gorerneed by Pacacraph 20 of tas Section 1V,
i Material was originally charged to the Jdoinst Account sz new Material, oy

S




(b} at sixtv-five pereent (655 ) of carrent noew price. ax determined by Paragraph 2A of this Section
IV, i Muterial was originally charged to the dJomt Aceount as good used Material at seventy-five per-
cent (7540 ) of current new priee,
The cost ol reconditioning, if any, shall he ubrorbed by the tanzfervmg property.
C. Other Used Material (Condition C and 1Y)
(1) Condition C

Material which is not in sound and serviceable condition and not switable for s origingl function until
after reconditioning shall be priced at fifty pereent (507, ) of curremt new price as determined by Para-
graph 2A of this Section IV. The cost of recanditioning shall be charged to the recciving property, pro-
wided Coundition C value plus cost of reeonditioning does nit exceed Condition B value.

(2) Condition D

All cther Materiad, including junk, shall be priced at o value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utihized by the Operator without prior approval
of Non-QOperators.

D. Obsolete Material

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

E. Pricing Conditions

{1) Loading and unloading costs may be charged to the Joint Account at the rate of {ifteen vents (15¢) per
hundrdd weight on all tubular goods movements, in licu of loading and unloading costs suslained, when
actual hauling cost of such tubular poods are cqualized under provisions of Paiagraph 5 of Section 11,

(2) Material involving ercction costs shall be charged at applicabis pereentage of the current knocked-down
price of new Muterial.

3. Premium Prices

Whenever Material ix not readily obtainable ot ;)H"H.\‘h('(! ar Ikted prices hecause of nationad CIMCTECNCIeSs, strikes
or other unusual causes over which the Operator has na control, the Operator mav charge the Juint Account for the
requived Material at the Operator’s actual cost incwrred i providing such Aaterinl, in making it suitable for use,
and in moving it to the Joint Property; provided notice in writing is furnished {o Non-Operawors of the proposed
charge prior to billing Non-Opcrators far sach Material, Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all ¢r part of his share
of such Material suitable fo. use and acceeptable to Operator.

4, Warranty of Matcrial Furnished by Operator

Qperator deoes not warrant the Material furmished. In case ab defective Material, eredit shall not be passed to the
Joint Account until adjustment has been recetved by Operator from the manufacturers or their agents.

V. INVENTORIES
The Operator shall maintain deteiled records of (Controllable Material.
1. Periodic Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Opcrator of the Joint Account Controllable Material.
Written notice of intention to take inveniory shall be given by Operator ot Yeast thirty (30) days before any inven-
tory is 1o begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

2. Reconciliation and Adjustment of Inventories

Reconciliation of a physical inventory with the Joint Acccunt shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventery ad-
justments shall be made by Operator with the Joinl Account for overages and shorleges, but Operator shall be
held accountable only for Shortages duc to tack of reasonuble diligence.

3. Special Inventorics
Special Inventories may be taken whenever theve s any sale or ehanv e of interest in the Joint Property. It shall
te the duly of the purty selling to notify all other Pavties ar quickly ax possible after the tvansler of interest takes
place. In such cases, hoth the seller and the purchaser shall be governed by such inventovy.

4. Expense of Conducting Periodic Inventorices

The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the
Parties.
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ALCachoed and made o part of tpar i Arrccmen! datod

Apxil 7, 1981 . by amd betwon READ & STEVENS, INC.
—_— o _+bporator and  Coquina Oil Corporation
_.et al s NonsOrerator.

J NSURANUT

Operator and Cperator's contractors and subeontraclors shall, during the
drilling and completing of any and all well or wells drilled on the Unit
Area and during the performance of all operations, carry the following
described minimum insurance coverage on the Unit Arca.

A

Bnpfoyer's Liability and Workmen's Compensation [nsurance covering
Operator's employees and Lhe employees of Operater's contractors
and subcontractors engaged in operations under this Agreoement, in
compliance with the laws of the state where the work is to be per-
formed.

General Public Liability insurviance covering tie partices hercto in
connection with all operations condiacted by Operator or Operator’s
contractors and subconkractors with Bodily lnjury or Death limit of
not"less than One Hundred Thousand Dollars ($100,000.00) for injury
to or death of any one person; not less than Three tHundred Thousand
Dollars ($300,000.00) for injury to or deathr of more than one person
resulting from any onc accident and for Property Damage with a limit
of not less than Fifty Thousand Dollars (050,000.00) for damage to
property for each accident; and

Automodile Public Liability and Property bhamuee asnrance covering
the partiecs hereto in conneaolion with all operations conducted by
Operator or Operator’s conlractorvs and suicrontractors with Bodily
Injury or Death limit of not less than One Hundred Thousand Dollars
{$100,000.00) for injury to or death of any one puorson; nnu less
than Three Hundred Thousand Dollarvs ($300,300.00) for injury to or
death of more than one person resulting from any one accident; and
for Property Damage with a lnnil of nol less than Pifry Thousand
Dollars ($50,000.00) for damuge to property for cach accrdent.
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et EXHIBIT “E"
ATTACIED AND MADE A PART OF
. OPERATING AGREEMENT DATED
_Apxil 7, 1981 . BETWEEN
READ. & STEVENS, INC. AS OULRATOR,
AND “Coquina_0Oil Co., et al &S,
' NON=GPLERATOR,

GAS BALANCING AGREEMENT

The parties to the Operatiny Aqreement to which this agreement is attached,
own the working interest in the gas rights underlving the Unit Arca covered by
such Operating Agreement in accordance with the pereentages of participation
as sct forth in Exhibit "A" to said agreement.

In accordance with the tcerms of the Opcrating Aqrcement, each party thereto
has the right to take in kind its share of gas produced from the Unit Arca to
market or otherwise dispose of the same. In the cveat any party hereto is not

- at any time taking or markecting its shave of gas, or has contracted to sell its
‘share of gas produced from the Unit Arca to a purchaser which does not at any

time take the full share of gas attributable to the interest of such party,
the terms of this agreement shall automatically become operative.

During the period when any party hereto is not marketing or otherwise
disposing of its share of gas produced from any preration unit within the unit
Area, the other parties hereto shall be entitled to produce, in addition to
their own share of production, that portion of such other party's share of
production which said party is unable to market or othorwise dispose of and
shall be entitled to take such gas production and deliver same to its or
their purchaser (s). All parties hereto shall share in and own the liquid
hydrocarbons recovered from such gas by lease equipment in accordance with
their respective interests and subject to the aforesaid Operating Agreement,
but the party or parties taking such gas shall own all of such gas delivered
to its or their purchaser (s).

g -

An account shall be established for cach party not marketing or otherwfﬁe
disposing of its share of the gas produced, which account shall be credited
with an amount of gas equal to such party's full share of the gas produced,
less its share of gas used in leasce operations, vented or lost, and less that
portion marketed or otherwise disposced of by such party. The Operator will
maintain a current over and under accommt of the gas balance between the
parties and will furnish all parties hercto monthly statements showing the
total quantity of gas produced, vented or lost, the total quantity of liquid
hydrocarbons recovered thercirom, and the monthly and cumulative over and under
account of each party.

Each party hereto will make scttlement with royalty owners to whom it
is accountable, just as if such party were narkebing or otherwise disposing
of its share, and its share only, of such gas prcduction. Each party hereto
agrees to hold each other harmicss trom any and all claims for royaliy pay-
ments asserted by royalty owners to whom cach pavly is accountable. The term
"royalty owner" shall include owners of rovalty, overriding royalties, pro-
duction payments and similar intoerests,

After notice to the Operator, smy paviy at any Lime may begin markceiling
or otherwise disposing of its share of the gas produced from a proration unit
with respect to which it has an under account balance, In addition to such
share, said party, until it has balinced the gas account as to its interest,
shall be entitled to take a share of qas deternined by multiplying thirty-
three and one-third percent (33 1/3%) of the intorest in the current gas
production of the party or parties having an over account balance by a tracktion
the numerator of which is the interest in the proration unit of such party
with the under account bhalance and the denoninitor of which i the total per-
centage interest in such proration amit of 211 partics having an unrder acoount

balance and who are currently poaxcoting or othoersine Adisposing of a portion
of their under account balanc: in addition to theiv shiare of gas.




; Exhibit ngn
‘.. page 2

Each varty marketing or otherwise disposning of gas shall pay the production
taxes due on such gas.

Nothing herein shall be construed to deny any party the vight, from time
to time to produce and deliver to its purchaser its full share of the allow-
able gas production to meet Lhe daliverability tests required by {ts purchaser.

Should production of gas {rom a proration unit be permanently discontinued
before the gas account is balanced, scettlement will b made between those parties
credited with under account and over account balances.  In making such settle-
ment, the party or parties crudited with an under acenunt balance will be paid
by the party or partics credited with an over account balimen o sun of money
equal to that received attributable to such over account, less applicable taxes
theretofore paid. For gas sold ar deliverld intce intrastate commeyce said
sum shall be computed at the price received for sale of the gas. For gas sold
or delivered into interstate commerce said sum shall be computed at the rate
collected, not subject to possible refund, ais provided by the Federal Powerx
Commission, plus any additional collected amount. which is ultimately not required
to be refunded, such additional collected amnmt to be accounted for at such
time as final determination is made with respoect thercto.

Nothing herein shall change or affect cach parly's obligation to pay its
proportipnate share of all costs and liabilitics incurred, as provided in the
aforesaid Operating Agreement.

This agreement shall constitute a separale aqgrecment as to cach proration
unit within the Unit Arca. It shall inure to the henefit of and be binding
upon the parties hercto, their successors, leqgal representatives and assigns.
It shall become cffective in accordance with it: terms and shall remain in
force and effect as long as the Operating Agreement to which it is attached
remains in effect.

END OF EXHIBIT "i"
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EXNIBIT "F"

pefinition:

The word “Cont ractor” wherever

, a4 Operator and

o ooau Non-Operator.

"rarmee® when attachced to a Farmoul Agreement .

Attached and made a part of Operating Agreement

dated April. 7,.1981 _ by and between Read & Stevens,
Inc.

_Coguina Oil Co., et al

A. During the performance of this contract, the Contrvactor amees an [ollows:

wird hetow shatl mean “Operator®
when this exhibit form is altached to an Operating Agreement and shall mean

1. The Contractor will not discriminate wmpainst any employee or applicant for

employment because of race, color, roligion, :ew or national origin.

The Contractory

will take affirmative action Lo cnsure that applicanls are emplouyed, and that employces
are treated equally during employment, withoul rvgard Lo their race, color, rcligion,
Such action shall include, but not be limited to the fellowing:
Employment, upgrading, demotion or transfer, recruitmeit of recruitment advertising;

layoff or termination; rates of pay ov other forms of compensation; and selection for
training, including apprenticeship.
places, available to cmployees and applicants for employment, notices to be provided

sex or national origin.

by the contracting officer, setting forth the provisions of this nondiscrimination clause.

2. The Contractor will, in all solicitations or advertisements for employces

The Contractor agrees to post in conspicuous

placed by ar on behalf of the Contractoer, state that al) qualificd applicants will

receive consideration for employm:nt without regard te race, color, religion, sex

or national origin.

3. The Contractor will send to cach labor union or represcentative of workers with
which he has a collective bargaining ayreement or other contract or understanding, a
notice to be provided by the agency contracting officer, advising the labor union or

workers' representatives of the Contractor’s commitments under Section 202 of

1D

AAL

Executive Qrder No.

in conspicpous places available to employces and applicants for employment.

46 of Scptember 24, 1964, and shall post copies of the notice

-

4. The Contractor will comply with all provisions of Executive Order No. 11246 of

September 24, 1965, and of thu rules, regulations and relevant orders of the Sccretary

of Labor.

5. The Contractor will furnish all information and reports required by Executive

Order No.

112146 of Septemher 24, 1965,
the Secretary of Labor for purposes ol

such rules, regulations and orders.

and by the rules, regulations, and ordoers af
investigqation to ascevtain compllance with

6. In the event of Contractor's non~compliance with the nondiscriminalion clauses
of this contract or with any of such rules, requlations or orders, this contract may

he cancellod,

declared ineligible for

sanctions may Do 2

No. 11240 of Sopt.e

LLabor, or o oothorwin
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‘continued .
B. EQUAL EMPLOYMENT OPPORTUNITY REPORTING .

3
I St
§
i
i
i
i
i
i
i
{

“eating arecas, time clocks, locker rooms and other storag: or dressing arcas,

The Contractor, unless exempl, agrees to fife with the appropriate federal agency
a complete and accurate report on Standard Form 100 (BEO-1) within 30 days after the
signing of this agreement or the awvard of any such purchase order, as the case may
be, {unless such a repert has been filed in the tast 12 months), and agrees Lo continue
to file such reports annually, on or before March 31st. (41 CFR 60-1.7 (a} )

C. AFFIRMATIVE ACTION COMPLIANCE DIROGRAM

the Contractor agrees to develop and maintain o current written affirmative actian
compliance program for cach of its cstablishments in acceordance with the requlations
of the Secretary of Labor promulgated under Excoutive Order 11246, as amended.
{41 CFR 60-1.40)

D. VETERAN'S EMPLOYMENT

In the event the agreement to which Lhis cxhibit is attached is for the purpose of
carrying out a contract with any department or agency of the United States for the
procurement of personal property and non-personal scrvices {(including construction)
for the United States as provided by Section 2012 of Title 38 USC, Contractor agrees
to give spaecial emphasis to the cmployment of (ualified disabled veterans and veterans
of the Vietnam era and to list immedioately with the appropriate local employment
service all of its suitable ewployment openings.

E. EQUAL OPPORTUNITY IN EMPLOYMENT CERTIFICATION OF NONSEGREGATED FACILITIES

Contractor, by entering into the contract Lo which this Exhibit “F" is attached,
certifies that he does not maintain or provide for his employees any segregated
facilities at any of his establishments, and that he does not permit his employees to )
perform their services at any location, under his control, wherc segregated facilities ;
are maintained. He certifies further that he will not maintain or provide for_ his
employees any seqregated facilities at any of his ostablishments, and that he will not
permit his cmployces to perform their services at any location, under his coatrol,
where segregated facilities are maintained. Contractor ayrees that a breach of this
certification is a violation of the Equal Opportunity clause in this contract. As used
in this certification, the term “scygrcegated facitities™ means, bubt is nol limited to,
any waiting rooins, work arcas, ro:at rooms and wash rooms, restaurants and other

174 g A
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parking lots, drinking fountains, rocreation or entertainmont areas, transportation,

and housing facilities provided {or employees which are segregated by explicit
directive or are in fact seqregated on the basis of race, creed, color, sex or national
origin, because of habit, local custom, or otherwise. e further agrees that {except
where he has obtaired identical certification from proposed subceontractors for specific
time periods) he will obtain identical certifications from proposed subcontractors prior
to the award of subcontracts cxoeeding $10,000 which are not exempt from the pro-
vigions of the Branal Oppoartonity clanca; thal he witd yotnin ouoh cortifications in his
files; and that he will forward the tfollowing notice

Lo such proposed subicontractors
(except where the proposed subcont ractors have suiait:

ted 1dentical certifications for
PLACTORS OF IEQUIREMENT FOR
ication of lonseqregated FPacilities,
PLiRL i, My 1D, 19073 on Blimination of

specific Liwe periods): NOTIUH Yo PROSPECUTVE Sty
CERTIFICATIONS OF NONSEGREGATED FACTLITIE
as required by the May 9, 1907, Order
Segregated Taciiities, by Lhe Secrotary of

of a subcontract exceeding $10,000 wnich i
Opportunity clausa.  The cevliticabion may Deoandbai tedd

Leosubmitted prior te the award
Mrom the provisions of the Equal
cather for cach subicontract

or for all subcontracts during o poeviod (3. oL, roeterly, semi-amuatly, or annually).




Force Pool Information

8-6-81 1. Certified Mail Letter to Imogene Tappana from Read &
Stevens, Inc. about either joiIning, participating or (4/10 of }AC)
being force pooled. et
Ve

8-6-81 2. Certified Mail letter to Thelma Edwards from Read &

Stevens, Inc. about either joining, participating or  (1/10 of 1AC)
being force pooled. 03w f o0

8-13-81 3.” Ramie Werd letter to Read & Stevens, Inc. on Belle
Amxds interest and steps taken to locate her or (1/10 of 1AC)

heirs. -
81181 47 s, T & (Cancer Fospital Jsent. a copy of ™~
. e Application for Tompulscy pooling by M. Qu:'i.sty 7>(1 @C)\

m—n—ao @ Roonie Waxd letter to Thelma Edwards-offer to buy
~ minerals.

58. Romnie Ward letter to Imggene Tappana-offer to buy
minerals.

6-16-81 6A. Romie Ward letter to Tappana-offer to lease.

6-16-81 @ Rejection letter from Tappana to Ward on leasing
or buying.

4-20-81 7. Romie Ward letter to Tappgna-advising her of her
, options.

Y

4-17-81 8. Rejection letter from Tappana of 4-14-81 letter.

et AR s e 4

4-14-81 9. PRomnie Ward letter to all heirs of Ella May All-
dridge-offer to lease or buy.




—
""“Wﬂo‘” .y
" lipupy 4EGURITY NATIONAL BANK BUILDING

eyt

LAt

W

CHARLESR 8. READ
AREBIDENT

%a/ g -%ewm. jm: | b .

/};/ ."ﬂu/u. ord

NORMAN L. BTEVENS, JR.

VICE-PAERIDENT

P B tity

J{tw//_ .«’m « lfd(l‘l' AN/
August 6, 1981

Re: #1 Kimbley
W/2 Section 19-235-28E
Eddy County, New Mexico

Mrs. Isogene Tappana
504 North Ball

webb City, Missouri 54870
Dear Mrs. Tappana:

Read & Stevens, Inc. will commence the drilling of a well for the pro-~
duction of o0il and gas. The well will be a 12,600 test and will spud approxi-
mately September 1, 1981.

It is necessary that all the acreage in the proration unit be accounted
for, prior to the drilling of the well. To date, Ronnie Ward has been unable
to get your acreage committed.

Read & Stevens, Inc. hereby requests that you commit your acreage in one
of the following ways:

1. ' Lease your acreage. *
2. Participate in the drilling of the well.

In the event we do not receive a reply from you, we will proceed with a
force pooling action under New Mexico Statute Section 70-2-18 (B) N.M.S.A.
1978 Comp. ,

Yours very truly,

READ & STEVENS, INC.
Joe Wigley
Land Manager

‘__ /. . . / ) (‘_‘//' -
By 3/res "%’ \ff((jﬂ
Karen McFadin,
Land Representative

Return Receipt Requested

PHONE S80S 632-3770

[T
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PREBIDENT
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NORMAN L. BTEVENS, JA.
VICE-PREBIOENT ENA B 131
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August 6, 1981

Re: #1 Kimbley
w/2 Section 19-235-18E
Eddy County, New Mexico
Mrs. Thelma Edwards and/or
ner husband, Mx. Edwards
218 Rorth Main Street
Moulton, Iowa 52572

Dear Mr. or Mrs. Edwards:

Read & Stevens, Inc. will commence the drilling of a well for the pro-
duction of oil and gas. The well will be a 12,600 test and will spud approx-
jmately September 1, 1981.

It is necessary that all the acreage in the proration unit be accounted
for, prior to the drilling of the well. To date, Ronnie Ward has been unable
to get your acreage committed.

Read & Stevens, Inc. hereby requests that you commit your acreage in one
of the following ways:

1. Lease your acreage. _ :
‘ 2.  participate in the drilling of the well. : I

In the event we do not receive a reply from you, we will proceed with
force pooling action under New Mexico Statute Section 70-2-18 (B) N.M.S.A.
1978 Comp. ’

Yours very truly,
READ & STEVENS, INC.

Joe Wigley \
Land Manager

s T _}/)7?%4//

BY :':_‘/f‘ it el 2.

Karen McFadin
Land Representative

Return Receipt Requested

g -
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RONNIE WARD

Independent Landman

P. 0. BOX 2371 PHONE
MIDLAND, TEXAS 79702 915/684-4829

August 13, 198t

Read & Stevens, Inc,
P.0.Box 21%
Roswell, New Mexico 88201

Re: Ella May Aldridge Estate,
Belle Amunds Interest, Eddy
County, New Mexico.

Gentlemen:

As an Independent Landman, I have made an attempt to buy the minerals or lease the in-
terest of the heirs of the Ella May Aldridge Estate, Miss Aldridge obtained this pro-
perty from Oscar L, and Elizabeth Aldridge as an heir.,

Ms, Belle Amunds was an heir under the Ella May Aldridge Estate and received a two (2)

percent interest. The last address I have for Ms, Amunds is 3115 Wall Street, Joplin,
Missouri. I have written two (2) letters to Ms., Amunds at this address and they have

both been returned to me. I have also contacted a Ms, Marjorie Martin who lives in

Joplin, Missourl and was an heir to Miss, Aldridge as to the whereabouts of Ms, Amunds ;
and she remembered her but thought she was dead and left no heirs, to her knowledge. !
I also contacted the Chamber of Commerce and had a lady look in the 8ity Directory, bdbut :
with no luck.

If Ms. Amunds is deceased, 1 have no idea when she died so I cannot ask the c.unty clerk
to look for a Death Certificate so Ilhave given up on finding her,

Yours truly,

Yorie /

Ronnie dard

Mol o OGRS
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LAW QFFICES CV

JENNINGS & CHRISTY
JAMES T. JENNINGS

1012 SECURITY NATIONAL BANK HUILDING TtierHONE €22 8430
SIM B.CHRISTY IV

P.O B8OX 1180 Area Cone 505
DEAN G.CONSTANTINE .
ROSWELL, NEW MEXICO 8820}

August 11, 1981

Mr. Dan S. Nutter

Chief Engineer A

New Mexico 0il Conservation Division
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Application of Read & Stevens,
Inc. for compulsory pooling,
Eddy County, New Mexico

Dear Mr. Nutter:

Pursuant to cur telephone conversation of August 10,
we have prepared and enclose herewith in triplicate
Application in connection with the captioned. .

You are advised that our client believes that the
following unleased interests are outstanding:

Name Interest

Belle Amunds 1/10 of 1 acre ?
Thelma Edwards 1/10 of 1 acre f
Imogens Tappana 4/10 of 1 acre

Ellis Fischel State {
Cancer Hospital 1.4 acres

We have been unable to locate the address of Belle Amunds;
the remaining three above parties have been sent a copy of
this Application by certified mail, proof of which will be
made at the Examiner's Hearing.

We understand that this matter will be set for the
Examiner's Hearing on the regular docket in September of 1981.

Respectfully,

JENNINGS &ZﬁISTY
' Vi // / “/// ////
. S g < M
SBC/Jy ' By }// 4 //?{Jﬁ 2,”

Encl. $. B. Christy IVT/

V/ék: Read & Stevens, Inc.
(Attention Karen jricFadin}
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STATE OF NEW MEXICO
DEPARTMENT OF NATURAL RESOURCES

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF READ & STEVENS, INC. FOR Case No.
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

APPLICATION

COMES NOW Read & Stevens, Inc., a New Mexico corporation,
and hereby makes application for compulsory pooling of all
mineral interest in the Morrow formation underlying the
Wk Section 19, Township 23 South, Range 28 East, N.M,P.M.,

Eddy County, New Mexico, containing 318.34 acres, more or less,
and for grounds thereof states:

1. Applicant has been diligent in its efforts to form a

proration‘unit for the drilling of a well, to be located 2,310

-

S

feet from the North line and 1,947 feet from the West line of
said Section 19, but there remains non-consenting interest
owners in the subject proration unit wiho have not agreed to the
pocling of their interest.

2. That to avoid the drilling of unnecessary wells, to

protect correlative rights, and to afford the owner of.each
interest in said proration unit the opportunity to recover

or receive without unnecessary expense his jnst and fair share
of the gas and associated hydrocarbons producible from the
Morrow formation, this regulatory body should approve the
pooling of all mineral interest, whatever they may be, within

said unit,




e s L S

3. Applicant proposes to dedicate the subject proration
unit to the well to be located as aforesaid.

4., Applicant seeks permission to withhold the proceeds ‘ i

e

from production attributable to each non-consenting working
interest until such time as each interest's share of the cost
of said well has been recovered plus 200% thereof as a charge
for the risk involved in the drilling of the w2ll.

S. »That after due public notice, this regulatory body
should enﬁer its order granting compulsory pooling in accordance
with this Application, fixing a charge for risk, fixing a per
month cost for operating the well, and granting to each non-
consenting»working interest owner the privilege to join in the
payment of drilling the well in accordance with law. That
such order should further provide that Applicant be appointed

as Operator of the well.

-~

PP S

Respectfully, -

By

. B, Ohristy 1V _3}
Attorney at Law (:’
P. O. Box 1180
Roswell), New Mexico 88201

cc via certified mail to: . ;

- Thelma Edwards
218 North Main Street
.Moulton, Iowa 52572

Imogene Tappana
504 North Ball
Webb City, Missouri 54870

Ellis Fischel State Cancer Hospital At
115 Business Loop 70 West ) g159
Columbia, Missouri 65211 ]
Attention Joseph C. Greco

0

cc uncertified mail: Read & Stevens, Inc.

address unknown:
Belle Amunds

gt A TR B ST T T e e e - o T . -



RONNIE -WARD

Inde yu n 4s v Landman

P. O. BOX 2371 PHONE
“IDLAND, TEXAS 78702 . - 01%/684-48290

‘October 23,1980

* Mrs, Thelma Edwards //’i
21& North Main Street ; U

Moulton,Jowa 52572

Re: Estate of Ella May Alldridge, /)/
Geceased, ) )
Dear Mrs, Edwards: , v,

Reference is hereby made to the last Will and Testament of Ella May Alldridge dated
April 18,1977 and the First Codicil to the Will dated June 2,1977. The Will sets out
that The lmiversity of Missourl and the BRadiation Therapy-Medical Physics Department,
E1lis Fischel State Cancer Hospital of Columbia,Missouri would receive 56 % of her
estate and that;you would receive 2 & of her estate,.

Miss. Ella May Alldridge was the sole heir of Oscar L, Alldridge, who was the sole heir
of his wife Elizabeth C. Alldridge, who was the sole heir of her ¥father {(who's name is
unknown. to me,. Elizabeth®s father bought a 5.0 acre tract of land located in Section
19, T-23-5,R-28-E,N.M.P.K.,Eddy County,New Mexico in about 1910, In March.of 1958, O0.L.
ard Elizabeth:Alldridge sold the surface of this iract to a Mrs. Spence and reserved
the minerals, Imasmuchia2s mineral owners in the State of Kew Fexico are not required

to pay taxes on minerals, there are no wonies cue on this property. I ar assuming that
at the time Mr, 0.L. Alldridge passed away he had simply forgotien zbout the minerals
in Eddy County. -

I am actively engaged in. buying minerals in this area of Eddy County,New Mexico, and 1
would like-to take this opportunity to make you the following offer to buy your part of
the minerals left to you by Ella May Alldridge:s

1, $ 250,00 per net acre consideration,

With the 2 % left to you by Miss, Alldridge, your net acreage would be 0,10 acres and
you would receive § 25,00 for your interest,

3 i I will appreciate your consideration: to my offer, and I hope to hear from you in the
' : mear future,.

Yours truly,

f@,,w;@ LT

Ronnie Ward
P.S. I had to reduce my offer when I found out that there were 8 oiher heirs,
[ 515~ 90 3397

Offened 1w dinin

o Dvume b (el o e

T

. ri 13 , S
Sad alo " - da seo

. N {
worfe owwes 1 -



RONNIE WARD

Andepyndons Landwmon

P. O. BOX 2371 PHONE
<IDILAND. TEXAS 78702 015/664.4829

October 23,1080

: Fs, Imogene Tappana
‘ 504 North Ball
- webb City,Missouri 64570

Re: Estate of Ella May Alldridge,
deceased,

Dear Ms; Tappana: _ S

Reference is hereby made to the Last Will amd Testament of Ella May Alldridge dated
April 18,1977 and the First Codicil to the Will dated June 2,1977. The Will sets out
that The Undversity of Missouri and the Radiation Therapy-Medical Physics Department,.
Fllis Fischel State Cancer Hospital of Columbia,Missouri would receive 56 % of her
estate and that you would receive 8 £ of her estate,.

Miss, Ella May Alldridge was the sole heir of Oscar L, Alldridge, who was the sole heir
of his wife Elizabeth C, Alldridge,. who was the scle heir of her father {who's name is
unknowm: to me,. Elizabeth’s father bought a 5.0 acre tract of land located in Section
19, T-23S,B-28-E,K.M.P K. ,Eddy County,Nev Mexico in about 1910, In. March.of 1958, O.L.
and Elizabeth Alldridge sold the surface of this tract to a Mrs. Spence and reserved
the minerals, Imasmuch.as mineral owners in the State of New Mexico are not required

to0 pay taxes on minerals, there are no monies cdue on this property, I am assuming that
at the time Mr.-0.L. Alldridge passed away he had simply forgotten. about the minerals
in Eddy County. .

I am actively engaged in. buying minerals in this area of Eddy County,New Mexico, and I
would like to take this opportunity to make you the following offer to buy your part of
the minerals left to you by Ella May Alldridge:

1. $ 250,00 per net acre consideration.

Kith the 8 % left to you by Miss, Alldridge, your net acreage would be 0,40 acres and
you would receive $ 100,00 for your interest.

‘ I wil) appreciale your consideration to my offer, and I hope to hear from you in the
3 geay future,.

Yours truly,

Yorerie Il

Ronnie wWard




RONNIE WARD

Independent Landman

. O. BOX 2371 . - PHONE
MIDLAND, TEXAS 79702 915/884.4829

June 4, 1981

¥Frs, Imogene Tappana
504 North Ball
Webb City,Missouri 64870

Re: Ella May Aldridge Estate,
Dear Mrs, Tappana:

Persuant to our phone conversation of this afternoon, this letter will serve as my
written offer to lease your interest for oil and gas, and not to buy it. I am enclosing
‘the original and one (1{ copy of a one (1) year paid-up lease reflecting a 1/6 roy-
alty along with my ten (10) day collection draft in the amount of $100,00 for con-
sideration,

The State of New Mexico requires that we have a full 320.0 acres to drill one (1) well,
and we have all of the acreage with the exception of your Q.40 acres. If we cannot work
out a trade with you, then we will have to go to the state and get them to force pool
your interest. We are in hopes of starting our well between July 1 and 15,1981, and
your very early attention to this matter will be appreciated,

If my offer meets with your approval, please execute the original lease before a notary
public, endorse the draft, keep the copies for your file and place the original lease
and draft in the collection department of your bark and ask them to please forward both
the lease and draft to my bank for collection, I will pay the draft as soor as it hits
mny ba-nk. -

By leasing you are not selling anything, and if we make a well you will receive your 1/6
royalty as long as the well produces, If we do not make a well and the lease expires on
June 4,1982 you will be free to lease the property again and you will still own all of
it. '

If you have any other questions, please feel free to call me collect or write me.

Yours truly,

?}h i /’;é\oq—/

Giviil

Ronnie Ward




Fr. honnie Ward
5,3, Box 2371

~idland, Texas

Ar. Vard:

Ju-e 16, 1681

Aft-r receiving your latest offer ic purchass, or iecse, mineral rignts
ieft m* in the =st-te of T1lz May ALldridge, 1 consulted my attorney., re
nas advised me o ra2ject tnis an3d all future offers, I an retarning all
2A0SUNINLS #nclios2d in yoar letter and trust inis matter wiii oo cicsed,
Xy decision is final, sc any furtnper dezlings with you concerning tnis ’
subject will be greatly unaj.reciated. I do nol save tne tizme orf interest
to be botnered further.
Sincerly,

| —
;ﬁ:izﬁﬁif;3;u;¢cxf /4f7$f’ﬂhﬂb“'

- gH- 673 -9 T

Boohii ~Afasa.




.

Ch
L)
}:roducers, BB Rev. {§ Year Lease) 10-57 Form 3(5

(PDXK YEAR PAID UP LEASE) e
OIL AND GAS LEASE ey Pl

THIS AGREEMENT made this 4 1h o 8y O e oodunme 19 B1 between

lassur {whether one or more), whose address u..5Ql*)"0rth Bdll. _‘N ebb Cj ty. Missouri /‘L}S?Q e e
s Ronnie Ward and Ed Phillips B ... .. Leasee, WITNESSETH:

1. Lessor in consideration of __.._ . \_T@.n ..and I‘O/IQQ
. 10. QQ...,_..) in hand paid, of the royalties berein provided and of the sgreements of Lessee herein contained, hereby grants, lemses and leta ex.

clusively unto Lessee for the purpose of investigating, exploring, proapecting, drilling and mining for and producing oil and gas, laying pipe lines, bqild:nt
roads, tanks, power stations, telephune lines and other atructures thereon and on, over and across landa owned or claimed by Leasor adiacent and contiguous

[ | "3 [Y 'Y

thereto, 1o produce, save, take care of, treat, transport, and own sald products. and housing ils employees, the following described land 80 . .

Md,v e e _—County, NEH_MﬁXiCQ.—-—_.~_.._____._.. to-wit :
Township 23 South - Range 28 East N.M.P.M,

Section 16 - Malaga Tract No. 383, also described as the
W/2 NE/4 N& /b N6 /b,

2. Without reference to the commencement, prosecution o cemantion al any time of drilling or other develop t operatl and/or 10 the discovery, de-
Jop t or jom at any time of production of oll or gas snd without further pasyments than the royalties herein previded, and notwithetanding any-
thing else herein contained 10 the contrary, this 'ease ahall be for a term of re from this date (called “primary term'’) and aa long theccafter as of)
or gas is produced from said land or land with which said land is pooled N N

3. The royalties tn paid by Lesaee are: {a} on oll, ___1/6_\. of thet produced snd ssved from said land, the same to be delivered at the wells or to the
credit of Lesor into the pipe line 1o which the wella may be connected: Lessee may from time to time purchase any royalty oil in its pcssession. payiag thre
market price thersfne provailing for the field where produccd on the date of purchase: (b) on was, including essinghead gas or other masrous avbdstance, pro-

duced from asid and, and sold, or uveed off the premises or for the extraction of gasoline or other proaduct therefrom,. the market value at the well of _1/6 -

of the gus ac sold or uscd, pruvided that on gas £old st the wells the royalty shall be .. 1 /6 of the amuunt vealized from much sale: while there is 8 gaa
well on this lease or on acreage pooled therewith but gas is not being s0ld or used. Lessee may pay or tender as royalty, on or before ninety ($0) days after
the date un which anid well is shut in and thereafter at annual intervals the sum of $1.08 per acre. and if such payment ia made or tendered, this lease aball
not terminate and it wil be considered that gas ia being produced from this lemse in paying quantitis. Payment or tender of said shut-in zas royalty may
Le made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the dale said peyment ia dur. Leanee uhall have free
use of oil, gFasx, coal and water from said land. except water fram Lessor's wells, for all operstions hereunder, and the rovalty on oil and gas shall be com-
puted afier deducling spy so used.

4. Lessee, at ta option, is hereby given Lhe right snd power to pool or combine the acreage covered by this lease, or any portion thereof as to oi}
and gas. or either of them, with other land. lease o leases in the immediate vicinity thereof 1o the extent, hercinafter stipulated, when in Lessee's judgment
it is necwssary or advissble to do so in order properly to explore, or to develop and operate said leased premises in compliance with the spacing rules of
the New Mexico 0il Conservation Commission, or ciher lawtul authority or when to do so would, in the judgment of Lessee, promote the conservation of oil
and gy in and under and that may be produced from ssid premises. Units pooled for oil hereunder shal’ not substantially exceed 40 acres each in area,
and units pooled fur gas hereunder shail not substantiaily excced in arem 640 acres esch plus & tolerance of 10% thereof, provided that should government-
al suthority having jurisdiction prescribe or permit the creation of units Jarger than those apecified, units thereafter crested may conform subatantially in size
with those prescribeé by governments] regulations. Lessee under the provisions hereof may pool or combine acreage covered by this lease, or any portion
thereo! as above provided as to oil in any one or more strata and as to gas in any one or more strata. The units formed by pooling as to any stratum or strata
need not conform in size or area with the unit or units into which the lease is pooled or combined ss to any other stratum or strata, and oil units need
not conform as to Area with gae uniws. The pooling in ane or more inatances shall not exhaust the rights of the Lessee hereunder to pool this lease or
portions thereol into other units. Lessee whall file for record in the appropriate recoids of the county in which the leased premises are situated an instrument
describing and designating the pooled acrenge as & pooled unit. Lessee may at its ealection exercise its pooling option =after commencing operations for or
completing ar oil or gas . cll on the lessed premises, and the pooled unit may include, but it ia not required to include, Jand or leanea upon which 8 well
capable of producing oil or gas in paying quantities has theretofore been completed or upon which operationa for the crilling of & well for ofl or gas have
theretofore been commenced. Operations for drilling on or production of oil or gas from any part of the pooled unit whichk includes all or a portion of the
Jand eovered by this lease regardless of whether such operatioms for drilling were commeneced or sueh production was secured before or after the execution

of this instrument or the inftrument designating the pooled unit, aball be d aa operst for drilling on or production of oil or gaa from Jand covered by
this lease whether or not the well or wells be on the premwises covered by this lease, and the entire acreage coastituting such unit or units, as to ¢il and gas,
or cither of them. as berein provided, shall be treated for all purposes the pa of Ities ou production from the pooled unit, af if the seme

were included in this lease. For the purpose of computing the royalties to which owners of royalties and payments out of production and each of them, shalt
be entitied on production of cil and gas, or ¢ither of them, from the pocled umit, there shall be allocsted to the }snd covered by this leasc and inciuded in
said unit & pro rata portion of the oil and ges, or either of them, produced from the pooled unit after deducting that used for operations on the pooled units.
Such alloestion shall be on an scresge basia—that is to say, there shall be allocated to the acresge covered by this Jease and included in the led unit
that pro tata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface acres covered hy this lesse nd
included in the pooled unit bears to the total number of surface acres included in the led unit. Royalties hereunder shall be computed on the portion of
such production, whether it be oil and gas, or either of them. 30 silocated to the land covered by this lease and included im the unit jur’ =6 though such
production were {rom such land. The production from ar oil well will be cousidered production from the lesse or oil pooled unit from which it is producing
and not as production from & gas pooled unit: and productien “rom u gas well will be dered a8 producti from ths lease or gas pooled umit frogm
which it s producing and not from an oil pooled unit. In addition to the foregoing. Lemsee at ita optiom is hereby gives the : ...t and power from time
to time to commit said Jand or zny part or formation or mineral substance covered hereby to any cooperative or unit mgreement or plan of development and
operation, and to any modifieations thereof, which have been approved by the New Mexico Oil Conservation Commission or other lawful zovernmenial
authority. In such event, the royalty payable to Lessor hereunder shall be computed and paid on the basis of the oll or gas allocated to such land under
th. terms of any such agreement or plan of operation, which basis shail be the same by which the royalty due the United States or the State of New
Mexico is computed and paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terms thereof and said
agrecment or plan of operation shall be filed with the New Mexica Oil Conservation Commission, or other lawful authority, and Lessee shall record in
the County in Which the ieased premiscs ar: silusied, 2n instruwent demcribing such sgreement or plan of operation and reflecting the commitment thereto,
and the aame may be recorded cither before or after the completion of wells.

5. 1f at the expiration of the primary term oil or gas is not being produced on said land, or from land pooled thetewith, but Lessee io them engaged
in drilling or reworking operationa therson, or shall have completed u dry hole thereon within 60 days prior to the end of the primery terms, the lease shall
remain in force 80 long as operationa on aaid well or for drilling or reworking of any additional well are prosecuted with no cessation of more than 68 con-
secutive days, and if they result in the production of ail or gas s0 long thereafter as oi! or gas is produced from said land, or from lsnd pooled therewsth. II,
after the expiration of the primary lerm of this lesse and after oil or gar is produced from said !snd, or from land pooled therewith, the production thereof
should cease from sny cause, this lease shall not terminate if Lessece commences operations for drilling or reworking within 60 dsys after the cessation of
such production, but ahall remain in force and effect so long as such operstions sre prosecuted with no cessation of more than 60 consecutive daya, and
if they result in the production of ci] or gms, so long thereafter as oil or gas is produced from said land, or from land pooled therewith. Any pooled unit
doiigmeted hy Lessee in xccordance with the terms hereof, may be dissolved by Lessee by instrument filed for record in the sppropriate records of the eounty
in which the leased premises are situated at sny time ajier e wommpiction of 3 2ry heols or the ressntinn of nradustion an said unit. In the event & well o
wells producing oil or gas in paying quantities should be brought in on adjacent land and within 660 feet of and draining the lease premises, or land pooied
therewith. Lessee agrees to drill such offset well or weils as 8 reasconably prudent operator would drill under the same or similar circumstances. Lessee may
sl any time exccute and deliver to Lessor or place of record 8 relemse or relemses covering any portion or portions of the sbove described premises and
thereby surrender this lemse as to such portion or portions and be relieved of all obligations as W the screage surrendered.

6. I.orrce shall have the right at sny time during or after the expiration of this lense to remove all property and fiztures placed by Lessee on said land,
including the right tc draw and remeove all cxsing. When required by Lessor, Lemsee will bury all pipe lines below ordinary plow depth, and no well shall be
drilled within two huidred feet of any rcesidence or barn now on said land without Lessor’s consent.

3. The richis of either party hereunder may be amigned in whole or In part, and the provisions hereof shal)l extend to thelr heirs. successors and assizns
but no change or divition In ownerahip of the land or royalties, however mccomplished. ahall operute to enlarge the obligations or diminish the rights of
Lessec: and no change or division in such owncrship ahall be binding on Lemsee until thirly (30) days after Lesace shall have been furnished by registered
1. S. mail at Lensee's principal place of Lusineas with a certified copy of recorded inatruraent or instruments evidencing same. In the event of waignment
hereof in whole or in part liability for breach of any obligation hereunder shall rest exclusively vpon the owner of this lemse or of a portion thereof whro
commita such breach, If six or more parties become entitied to royaity hereunder, [.essee may withhold payment thereof unless and until furnished with a
recordrble inatrument executed by all such partics designating sn agent to receive payment for o'l

8. The breach by Lerseo of any obLligation arising hereunder shall not work a forfriture or termination of this lemse nor cause & Lermination or revision
of the «wtals created hereby nor Le grounds for carcellation hercof In whole or in part. In the evert Lessor considers that operations are not al any time
tcing cunducted in complisnce with Lhis lesse, Lessor shall notify Jessce in writing of the f{acts reclied upon s constituting s breach hereof, and Lessce, It
in default, shall have sixty days after reccipt of such notice in which toc commence the comphance with the obligations imposed by virtue of this instrument
After the dircovery of ofl or gas in paying quantities on said premises, Lessee nhall develcp the mcreage retained hereunder ms a rearonably prudent operator
Lut in discherging this obLligation it skall In no event be required to drlll more than onc well per forty (40) acres of the mrea retained hereunder and capable
of producing ofl In paying quantities and one well per 840 mcres plus Bn scresge lolerance nol to caceed 10S of 840 mcrees of thr area retained hereunder
and capable of producing wss in paying quantities.

9. Leasor herehy warranta and agrees to defend the title W said Iand and agrcen that Tessiv ot {ta option may disrharge any tax, mortgage or otker len
upon anid Innd cither in whole or in part. and in cvent Lessre does 80, 1t ahall b aubrogated to such lien with the right to enforce same and apply royalties
accruing bereunder taward ratiafylng rame. Without Impairment of Lerrec’s rirht under the warranty in event of fallure of title, It 1 sgreed that I Lessor
owns an intcrest in the ¢ll or gas on, In or under aald Iand leas than the entire fre simple eatate, then the royalties to be paid Lexsor ahall be reduced
propurtionately. Should any one or more of the parties named as Lexsors fall to execute thia Jcase, 1L ehall nevertheless be binding unon the party or oariies
executing the asme.

10, Should Lcsaee be prevented from complying with any express or {mplied covenant of this Icase, from eonducting drilling or reworking operations
thercon or from nroducing oit or gaa therefrom by reason of remrcity of or inshility to obtain or te une cquipment or material, or by operstlon of force
majeure, any Federal ar atate law or any order, rule or regulntion of governmental authority, then while so prevented, Lessee’s obligation to camply with such
covennnt shall be suspended, and Lorser shnll nol be liehle in damseces for {nilure Lo comply therewith; and this lease shall be extrnded while and 10 long
ns Lersee in prevented by any such cuure from conducting drilling or reworking opcrations on or from producing oll or gas from the leasid premines; and
the time while Lerxce is 60 prevenled shall not be counted axainst Lessee, anything {n this lrane to the contrary notwithatanding.

IN WITNFESS WHEREOF, this (nstrument s ezecuted on the date first above writien,

“Social Seocurity # e ~ o

Imcgene Tappanz, as Heir ofL]lqrd)

T T T A14¥igge, T T T T

Jcanor lssor
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INDIVIDUAL ACKNOWLEDGMENT
MISSOURI
STATE OF NMEXX}OENALD, }
as
County of JASPER
The foregoing instrument was scknowledged before me this dey of June

Courtesy Of

19_81 vy __ Imogene Tappana, as Heir of Ella May Aldridre

My commission expirea - 19 Notary Publie

CORPORATION ACKNOWLEDGMENT

STATE OF NEW MEXICO }
8.
County of_
The foregoing jnstrument was scknowledged before me this day of _, 19
by . . President
of i a corporation
No. W &P #29 ___ Midlapnd,Texas 29701 __ June L 108 19 _____
1 PLACE
TEN (10) DAYS AFTER SIGHT AND SUBJECT TO APPROVAL OF TITLE
PAY TO THE ORDER OF ____lmogene Tappana ]
X - :
E s 100,00 i
- One Hundred Dollars and No/100 DOLLARS |
w g WITHOUT EXCHANGE
- W
Qe+
t,', g For i i ing .
<
Eé’ Section 19, 235-28E,Eddy County,New Mexico.
.E X
th . ;
w DO NOT HANDLE AS CASH ITEM.
2 To _Ronnie Ward 6844820
Western State Bank ?9 T ‘. £ W‘/
.
Midland,Texas 79701
My commission expires , 18 Notary Public
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RONNIE WARD

Indepwnden: Lasamar

FP. O BOX 2371
MIDLAND., TEXAS 75702

1.0
hy
()

S

e
crr
‘e
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-y e SO L 020l

e, Y - o ™

Ele dorth ball

b : .z : cy Ly
webd City,Fissguri 2857

- . . .
Fe: Tlla FKay ridridre Letzie,

Dezr ¥s, Tapazna:

Trank vou for your leiier

T rave set ount, Miss ~ldxidge left you 8 % of her estzie and
under the 5.0 acre tract that I am intrested in. The well is
weeks ané 1 will advise the operator of your decision,

I thought I womld advise vou ol ihe options thal you wiil have under the "Force Fooling”
gc: of the Siate of Kew Fexicc, You will be notified c¢f ithe hearing within th:z next 60
sevs end you mEy eitend ihe hearing in Sante Fe,lex Mexico if you wish, The optlions zre

e PO TR Py,
28 sSeL OUT DEllwWe

. You mav &cc g% ihe giher 1=r7.¢ nave iaken.
© 2, YOu nay ect poriing 2nd el ins rperelor recover hic
PR S ~ sl T =
- s E -\ =D N e
3, wou omay %elp i ing ¢f ithe we | =ri —ey vour pert cf ime
3 Z,25C,000,00 to arill ihe well, .
I have receivgé 2 letter from Hrs, ober and she has advised me that she will sell her
irmierest for § 100,00 and 1 will probadbly buy it sometime nexi week, If this amount
woulé be saiisfeciory with youn, dlease let me know.

S April 17,198 concerning the zbove rmentioned esiate. As

PHONE
9151684.4829%

vou would own 0,40 acres
scheduled to starti in 3

-]



 vrt e

Arril 17, 1921

Midland, Texas 79702

Mr. Ward:

‘ pwgfollouing is in reference to your purchzse of e of april 14, 1081,

" concerning land from the £1la May &ldrioge estate., After giving your
V'fer’consideration, 1 nave 3ecided to degline, However, 1 would like
‘40 thank you for your g=nerouws offer. I wish to retain my holdings as

-~ they are at this time,

Yours truly,

=

e S P

y -7
g T L B
o/ T . LA Vd “/‘—/"" - gy

L - ig?
lnpgene Tappanz
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RONNIE WARD

Irde pendent Londman

P. O. BOX 2371 PHONE
WIDLAND, TEXAS 76702 915/682.4829
hyviY 1L yat
i) AL, v
SRR B o Fet
qg.tﬁ
7
i - ‘;\S b

Ae: Ella May Aldridge Estatle,
Dear

in Dctdbe* or noverber of 1980, 1 contacted »ou conce:nlng ihe above meniioned estate. |
&t tnat time 1 advised you thai you owned % of ihe estate that covered 2 .0 acre i
tract ‘o7 land located in Eddy County,New Mexico. In my letter of lasi year, I mzde an 5
offer to purchase your mireral interest, but 1 have not heard from »ou. ] have nox been
adviced by an 0il & Gas Crerator irn Rosvell New Mexico that they intend to érill a

923%:001 gasiwell ir inic section and the £.0 acre tract in question will be under

ey, f}n the avenv ihzt the cperaztor or :"seI‘ ie unzble to buy or lezse any of tne

13,
land

iz recover all €x3lling costis

wzbly net receive any roney for
erest is sc small that ever,

ie as 3,00 per vear, A=

. aCres,

e of hevw Mexico ané “ FCRCE POOL *
. "hle means that the ¢p : o
plms Y 200 % penaliy. This woulé ne You w :
at-least 3 years., 1 would also like 1ic peint out
if: they érilied a very good gas well you mig ba
nave sei ou* in my first letter, your actua: r

.. B F
hereby revise my offer as follows: -

-t

A. T will pay you $§ .00 to purchase your interest.

[ e R

53]

%11 pay vou $ 100,00 per nei acre Bonus Consideration for a one (1) year i
i'-up 0il & gas lease with a 1/6 rorzlty.

. -
e

nrecizte vour very early consideration to my offers inorder that we might avoid
entioned 200 % penalty., The well is to be started within the next 21 days.

b !
s
m

Yours truly,

Fonnie nard
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LAW OFFICES OF

JENNINGS & CHRISTY

JAMES T JENNINGS 1012 SECURITY NATIONAL BANK BUILDING
SIM B.CHRISTY IV P.O.80X I1BO

TELEPHONE 6228432
ARrea Cone 505

DEAN G.CONSTANTINE -
ROSWELL, NEW MEXICO 8820!

September 1, 1981

Daniel S. Nutter, Examiner

New Mexico 0il Conservation Division
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Case No. 7344

Dear Mr. Nutter:

At the request of our client, Read & skens, Inc., we
enclose herewith in triplicate Motion to the Application

set for hearing on September 9, 1981.

The matter is being refiled under a n licatij
enclosed herewith in triplicate, which seeks compulsory pooling
for the Strawn, Atoka and Morrow formations.

We understand the matter will be set for Examiner hearing
on the reqular docket in Octobar 1981.

Respectfully,

JENNINGS

SBC:pv
Enclosures

cc: Read & Stevens, Inc.
Attention: Mr. Joel Wigley

i
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STATE OF NEW MEXICO

DEPARTMENT OF NATURAL RESQURCES

¢
&
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&

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION :. -

OF READ & STEVENS, INC. FOR case No. 72 2l6
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO. o

APPLICATION

COMES NOW Read & Ste§ens, Inc., a New Mexico corporation,
and hereby makes application for compulsory pooling of all
At G
mineral interest in the Morrow formationsunderlying the
WY Section 19, Township 23 South, Range 28 East, N.M.P.M.,

Eddy County, New Mexico, containing 318.34 acres, more or less,

and for grounds thereof states:

b A

1. Applicant has been diligent in its efforts to form a

proration unit for the drilling of a well, to be located 2,310

feet from the North line and 1,947 feet from the West line cf

said Section 19, but there remains non-consenting interest
owners in the subject proration unit who have not agreed to the

pooling of their interest.

2., That to avoid the drilling of unnecessary wells, to

L et LA s SRR I §

protect correlatiVe rights, and to afford the owner of each
interest in said proration unit the opportunity to recover

or receive without unnecessary expense his just and fair share
of the gas and associated hydrocarbons producible from the

Strawn, Atoka and Morrow formations, this regulatory body

& ~ot—

—

should approve the pooling of all mineral interest, whatever

they may be, within said unit.




3. Applicant proposes to dedicate the subject proration
unit to the well to be located as aforesaid.

4, Applicant seeks permission to withhold the proceeds
from production attributable to =ach non-consenting working
interest until such time as each interest's share of the cost
of said well has been recovered plus 200% thercof as a charge
for the risk involved in the d;illing of the well.

S. That after due public notice, this regqulatory body
should enter its order granting compulsory pooling in accordance
with this Application, fixing a charge for risk, fixing a per
month cost for operating the well, and granting to each non-
consenting working interest owner the privilege to join in the
payment of drilling the well in accordance with law. That
such order should further provide that Applicant be appointed
as Operator of the well.

Respectfully,

READ & STEVENS, INC.

" 8. B. Christy
Attorney at Lak
P. O. Box 1180
Roswell, New Mexico 88201

cc: Certified Mail to:

Thelma Fdwards
218 North Main Street
Moulton, Iowa 52572

Imogene Tappana
504 North Ball
Webb City, Missouri 54870

Ellis Fischel State Cancer BHospital
115 Business Loop 70 West

Columbia, Missouri 65211

Attn: Joseph C. Greco

cc: Uncertified to:
Read & Stevens, Inc.

Address {Inknown:

Belle Amunds

e, A b o oo
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STATE OF NEW MEXICO
DEPARTMENT OF NATURAL RESOURCES

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF READ & STEVENS, INC. FOR Case No. 236 6
COMPULSORY POOLING, EDDY COUNTY,

NEW MEXICO. |

APPLICATION P

COMES NOW Reéd & Stevens, Inc., a New Mexico corporation, s

Atotca

mineral interest in the Morrow formationsunderlying the
A

W% Section 19, Township 23 South, Range 28 East, N.M.P.M.,

and hereby makes application for compulsorﬁ pooling of all

Eddy County, New Mexico, containing 318.34 acres, more or less,
and for grounds thereof states:

1. Applicant has been diligent in its efforts to form a
proration unit for the drilling of a well, to be located 2,310
feet from the North line and 1,947 feet from the West line of
said Section 19, but there remains non-consenting interest
owners in the subject proration unit who have not agreed to the
pooling of their interest.

2. That to avoid the drilling of unnecessary wells, to
protect correlati§e rights, and to atfford the owner of each
interest in said proration unit the opportunity to recover
or receive without unnecessary expense his just and fair share
of the gas and associated hydrocarbons producible from the

Strawn, Atoka and Morrow formations, this regulatory body

should approve the pooling of all mineral intesrest, whatever

they may be, within said unit.




3. Applicant proposes to dedicate the subject proration
unit to the well to be located as aforesaid.

4. Applicant seeks permission to withhold the proceeds
from production attributable to each non-consenting working
interest until such time as each interest's” share of the cost
of said well has been recovered plus 200% thereof as a charge
for the risk involved in the drilling of the well.

5. That after due pubiic notice, this regulatory body
should enter its order granting compulsory pooling in accordance
with this Application, fixing a charge for risk, fixing a per
month cost for operating the well, and granting to each non-
consenting working interest owner the privilege to join in the
payment of drilling the well in accordance with law. That
such order should further provide that Applicant be appointed g
as Operator of the well.

Respectfully, %

READ & STEVENS, INC.

ﬁo

S. B. Christy
Attorney at L
P. 0. Box 1180
Roswell, New Mexico 88201

cc: Certified Mail to:

Thelma Fdwards
218 North Main Street
Moulton, Iowa 52572

Imogene Tappana
504 North Ball
Webb City, Missouri 54870

Ellis Fischel State Cancer Hospital
115 Business Loop 70 West
Columbia, Missouri 65211

Attn: Joseph C. Greco

cc: Uncertified to:
Read & Stevens, Inc.

Address Unknown:

Belle Amunds
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STATE OF NEW MEXICO
- DEPARTMENT OF NATURAL RESOURCES
OIL CONSERVATION DIVISION
IN THE MATTER OF THE APPLICATION
OF READ & STEVENS, INC. FOR Case No. 366
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO. ;
APPLICATION

 COMES NOW Read & Steﬁens, Inc., a New Mexico corporation,
and hereby makes application for compulsory pooling of all
_ _ . SRawm .
mineral interest in the Morrow formationsunderlying the
W% Section 19, Township 23 South, Range 28 East, N.M.P.M.,

Eddy County, New Mexico, containing 318.34 acres, more or less,

and for grounds thereof states:
1. Applicant has beer diligent in its efforts to form a

proration unit for the drilling of a well, to be located 2,310

feet from the North line and 1,947 feet from the West line of
said Section 19, but there remains non-consenting interest

owners in the subject proration unit who have not agreed to the

pooling of their interest.

2. That to avoid the drilling of unnecessary wells, to
protect correlatiﬁe rights, and to atfford the owner of each
interest in said proration unit the opportunity to recover
or receive without unnecessary expense his just and fair share
of the gas and associated hydrocarbons preducible from the
Strawn, Atoka and Morrow formations, this regulatory body

T~

should approve the pooling of all mineral interest, whatever

they may be, within said unit.



3. Applicant proposes to dedicate the subject proration
unit to the well to be located as aforesaid.

4. Applicant seeks permission to withhold the proceeds
from production attributable to each non-consenting working
interest until such time as each interest's share of the cost
of said well has been recovered plus 200% thereof as a charge
for the risk involved in the drilling of the well.

5. That after due public notice, this“regulatory body
should enter its order granting compulsory pooling in accordance
with this Application, fixing a charge for risk, fixing a per
month cost for operating the well, and granting to each non-
consenting working interest owner the privilege to join in the
payment of drilling the well in accordance with law. That
such order should further provide that Applicant be appointed
as Operator of the well.

Respectfully,

READ & STEVENS, INC.

7/ :

A -7 L

By (, %?f/
C/;

S. B. Christy
Attorney at L
P. 0. Box 1184
Roswell, New Mexico 88201

P

cc: Certified Mail to:

:i

Thelma Edwards
218 North Main Street
Moulton, Iowa 52572

Imogene Tappana
504 North Ball
Webb City, Missouri 54870

Ellis Fischel State Cancer Hospital
115 Business Loop 70 West

Columbia, Missouri 65211

Attn: Joseph C. Grecc

cc: Uncertified to:
Read & Stevens, Inc.

Address Unknown:

Belle Amunds




DRAFT ! STATE OF NEW MEXICO
dr/ ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 7366

Order No. R- 195’0"{ =
APPLICATION OF READ & STEVENS, INC., /f‘ f;;

FOR COMPULSORY POOLING, EDDY COUNTY, . { -

2 JINEW MEXICO.

ORDER OF THE DIVISION W

BY THE DIVISION:

i i e s £

e

This cause came on for hearing at 9 a.m. on October 7

1981 , at Santa PFe, New Mexico, before Examiner Danjel S. Nutter

NOW, on this day of October . 19 81 , the Division | ‘ *
Director, having considered the testimony, the record, and the

recommendations of the Examiner, and being fully advised in the

premises,

FINDS:

(1) That due public notice having been given as required by

law, the Division has jurisdiction of this cause and the subject

Iv' matter thereof.

;E (2) That the applicant, Read & Stevens, Inc. R
! seeks an order pooling all mineral interests inthe Strawn, Atoka
éand Morrow formations underlying the W/2

iiof Section 19 , Township 23 South , Range 28 East

! NMPM, Mot Lovina Field , Eddy County, New

; Mexico. < |
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..2...
Case No.
Order No. R-
(3) That the applicant has the right to drill and proposes

to drill a well at a standard location thereon .

(4) That there are interest owners ih the proposed proration
unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, tc .
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever theymay be, within said
unit. .

{6) That the applicant should be designated the operator
of the subject well and unit.

(7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable

well costs out of production.

(8) That any non-consenting working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the:reasonable well costs™
plus an additional 2o¢ percent thereof as a reasonabie charge
tor the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(10) That following determination of reasonable well costs,
any non-consenting working interest owner who has paid his
share of estimated costs should pay to the operator any amount
that recasonable well cosis exceed estimated well costs and
should receive from the operator any amount that.Faid estimated

well costs exceed reascnable well costs.

A — AT —— e m——




(11) That $ 52’2.5.56 per month while drilling and

$ 3g1_5f per month while producing should be fixed as reason-

able charges for supervision (combined fixed rates); that the

operator should be authorized to withhold from production the

proportionate share of such supervision charges attributable to
each non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from production the

proportionate share of actual expenditures required for operating
the subject well, not in excess of what are reasonable, attributabhe

to each non-consenting working interest.

well which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said uni% is

dedicated on or before Javwary, !,1382 , the order

pooling said unit should become nulq and void and of no effect

whatsoever.

(12) That all proceeds from production from the subject

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,

;
ke

in the Strawn, Atoka and Morrow formatiors underlying the W/2

of Section 19 , Township 23 South , Range 28 East '
P ‘ P |
nmpM, Neoctl, Lovrug Kield , Eddy County, New Mexico,
*
are hereby pocled to form a standard 9260 - acre gas spacing

and proration unit to be dedicated to a well to be drilled

at a standard location thereon

PROVIDED HOWEVER, that the operator of said unit shall

commence the drilling of said well on or before the {'nrs‘,“ day of

\}W“fw , 1922, and shall thereafter continue the drillind
I

of said well with due diligence to a depth sufficient to test the

1;\,\ 5.5 WV formation;

PROVIDED I'URTHER, that in the event said operator does not

commence the drilling of said well on or before the L);VS"J’ day of

Sl terey , 19€ 2, Order (1) of this order shall be null
1
and void and of no effect whatsoever, unless said operator obtains

a time extension from the pivision for good cause shown.




v

PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement
thereéf, said operator shall appear before the Division Directof a
show cause why Order (1) of this order should not be rescinded.

(2) That Read & Stevens, Inc. is hereby designated

the operator of the subject well and unit.

(3) That after the effective date of this order and within
9% days prior to _comencing said well, the operator shall furnish
the Division and each known working interest owner in the subject
unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
suéh owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

(5) That the operator shall furnish the Division and each

known working interest owner an itemized schedule of actual well

costs within 90 days following completion of the well; that if

no objection to the actual well costs is received by the Division
and the Division has not objected within 45 days following receipt
of said schedule, the actual well costs shall be the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determine reasonable well costs after public notice and hearing.

(6) That within 60 days following determination of reason-

i able well costs, any non-consenting working interest owner who

has paid his share of estimated costs in advance as provided

nd
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Case No.

Order No. R-

above shall pay to the operator his pro rata share of the amount

“ that reasonable well costs exceed estimated well costs and shall

receive from the operator his pro rata share of the amount that

estimated well costs exceed reasonable well costs.
(7) That the bperator is hereby authorized to withhold
the following costs and charges from production:
(A) The pro rata share of reasonable wéll costs

attributable to each non-consenting working

AR TR AN

interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, Ze2 percent pf the pro ratg
share of reasonable well costs attributable |

to each non-consenting working interest

owner who has not pzid his share of estimated g

well costs within 30 days from the date the

i schedule of estimated well costs is furnished

to him.
f (8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced

the well costs.

| (9) That $_3$.5.59 per month while drilling and

$  3272..5% per month while producing are hereby fixed as

reasonable charges for supervision (combined fixed rates); that th%
operator is hereby authorized to withhold from production the
proportionate share of such supervision charges attributable to
each non-consenting working interest, and in addition thereto, the
operator is hereby authorized to withhold from production the
proportionate share of actual expenditures required for operating
such well, not in excess of what are reasonable, attributable to

each non-consenting working interest.
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Case

Order No.
(10) That any unsevered mineral interest shall be considerﬁd

a seven-eighths (7/8) working interest and a one-eighth (1/8)

royalty interest for the purpose of allocating costs and charges

under the terms of this order.

(11) That any well costs or charges which are to be paid

out of production shall be withheld only Irom the working

e eselo e e s

interest§ share of production, and no costs or charges shall

- -

be withheld from production attributable to royalty interests.
(12) That all proceeds from production from the subject

well which are not disbursed for any reason shall immediately

AR be placed in escrow in Eddy County, New Mexico, to be
paid to the true owner thereof upon demand and proof of ownership#
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of

first deposit with said escrow agent.

: {13) That jurisdiction of this cause is retained for the

entry of such further orders as the Division may deem necessary.
DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.
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STATEMENT OF DOCUMENT CERTIFICATION

All microphotgraphicas images of documents following this certificate are
of authorized documents in the possession of this Agency. Thease documents
are routinely microfilmedr as a neceasary operation in the generation of
an inviolate document file.

SUPERVISOR

STATE OF XEW MEXICO )
)  Ss.

COUNTY GF VALENCI2 )

v SRR R (g

Sworn and Subscribed to me, A Notary Public,

This [<C day of _Llresronser/ 19 %3
:écb;ﬁ:ﬂ'\g"’
NOTARY PUBLIC 5
g
MY COMMISSION EXPIRES: 70-2-7¢ :
CERTIFICATE OF AUTHENICITY

THIS IS TO CERTIFY that the microphotographs appearing on this Roll of
Film are accurate and complete reproductions of the records of the, 3
A7 il consSEL. Dw/S/oaRs delivered in the regular course of i

‘business for Micro Filming.
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STATEMENT OF DOCUMENT CERTIFICATION

All microphotgraphics images of documents following this certificate are
of authorized documents in the possession of this Agency. These documents
are routinely microfilmedr as a neceasary operation in the generation of

an inviolate document file.

*
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SUPERVISOR

STATE OF NEW MEXICO )
) SSs.

COUNTY OF VALENCIA }

Sworn and. Subscribed to me, A Notary Publiec,

This LA day of _[Lleerense ,19 B3

:érq..; ﬁ?
NOTARY PUBLIC

b
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CERTIFICATE OF AUTHENICITY
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THIS IS TO CERTIFY that the microphotographs appearing on this Roll of 3
Film are gccurate and complete reproductions of the records of the, ¥
I il o SEL . DS /0aks delivered in the regular course of

‘business for Micro Filming.
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