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MR, STAMETE: We will call ithen Case 7606.
MR. PEARCE: That is the application of
MTS Limited Partnership Company foe compulsory poocling,
County, New Mexico.
-~ MR, CARR: MNr. Examiner, my name is William
¥. Carr, with the law firm Campbell, Byrd, and Black, P.a.,
of Santa Fe, appearing on bechalf of the applicant in this casd.
I have one witness who needs to be sworn.

~

{(Witness sworn.j

KEVIN DENTZER
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

D1iRECT EXAMINATION

BY MR. CARR:

Q Will you state your name, please?

A Edward Kevin Dentzer.

Qk How do you spell yoﬁr last name?

. A ﬁ5E~N-T-Z*E-R.‘ |

Q Aand where do you :eéide?“

A 1503 North Garfield, Mialaﬁd, Texas.

<)

BT S

By whom are you employed and in what capa- b oo
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aity?

A I'm employed by Mesa Petroleum Co. in the
capacityv of landman.

0. " And is Mesa one of the partners in MTS
Limited Parinership?

A Meza is the éperating partner of thé iimitec
partnership.

0 Have you previously testified before this
Commission or one of its examiners?

A I have not.

o Would you briefly summarize for the Examinery
your educational background and your work expefience?

A I'm a graduate of Texas Christian Univer-

sity, 1975. In 1975 I began Texas State Law School and grad-|
uated in 1978 and was admitted to the State Bar of Texas in

November of 1978.

in August of 1978 I went to work for Texaco
in Midland as a landman and worked for Texaco for two years
and two months and then sinCe:that time I’'ve been working for
Mesa Petroleum as landman.
Q- Do YOur>duties or is your area of respon-
sibility with Mesa including the area which is ﬁhe subject of]

this case?

"~ A Yes, it does.
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"that we will not be presenting any engineering or geological

testimony in this case.

(8]

0 Are you familiar with the application

filed on behalf of Mesa in this -~ or MTS in this matter?

A Yes, I am.
0. And you are familiar with the general area?
A Yes, eir.

MR. CARR: Are the witness' qﬁalificatibns
as a landman acceptable.

MR. STAMETS: Let me ask a couple of ques~
tions.

Mr. Dentzer, what was your degree from
Texas Christian?

A | I graduated with a double major in politica]
science and history.

MR. STAMETS: And you will be testifying
today as a landman related to those issues relative to com~
pulsory pooling that are normal respthibility of a landman
for Mesa ?étroleum?

A Yes, sir.

MR. STAMETS : ~The witness is considered

qualified.

MR. CARR: And I might note, Mr. Stamets,

0 L Mr. DentZer; wi;l you bfiefly state what
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Mesa -- or MTS seeks in this case?

A. Okay. MTS seeks compulsory pooling of ap-
proximately .8 acres of land that falls within our proration
unit for our Nq. 1 Neal Com Well in the northwest quarter of
Bection 5, Township 7 South, 26 Fast, Chaves County, New
Mexico,.

0. And MTS is seeking pooling of these inter-
ests in the northwest guarter of Section 5?

A Yes.

MR. STAMETS: How do you spell Neal?

Ak N-E-A-L.

MR. STAMETS; %ﬁank ybﬁ.

0 Have you prepared certain exhibits for
introduction in this case?

A Yes, I have.

0. Will you please refer to what has been
marked for identification as MTS Exhibit One, explain what

this is and what it shows?

A Okay. This is a plat of the area designati#g

the proratidn unit for the No. 1 Neal that's marked in red

in the northwest quarter of Section 5, Township 7 South, 26

Q . This shows -the acreage dedicated to the

proposed well. Is the proposed well indicated?
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A. No, sir, it's not,.

0 Po you happen to know the location of that
well?

A. fhe well is located 1980 from the north and
1650 from the west.

0 j And is it a standard location for the well?

A Yes.

0. And a standard spacing?

A Yes,

4] Will you now refer to MTS Exhibil Nuwiber

Two and review this for Mr. Stamets?

A Okay. Exhibit Number wa is an ownership
schedule under the Ne. 1 Neal Com. It sets out MTS Limited
Partnership, Cororna 0il Company, Tenneco 0il Exploration and
Production, F. Andrew Brooms (sic), Carl A. Schelinger (sic),
Ralph 0. Sparks, Junior, and Mozelle Sparks Hatton.

It sets out the net acres presently held
by the parties as set out, and the working interests before
and after payout.

It shows MTS Limited Partnership with 55
net acreas, Corona 0il Company with 55 net acres, Tenneco 0il
Exploration and Production, 40 acres; F. Andrew Brooms, 4.6,
Carl A. Schelinger, 4.6 acres, Ré;ph 0. Sparks,'Jhnioh, .4

acres, and Mozelle Sparks Hatton with .4 acres.
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.ests of Ralph O. Sparks, Junior, and Mozelle Sparks Hatton,

' Tenneco 0il, Carl A. Schelinger, and letters referencing -

~ — e [A— —

8

0. What percentage of the acfeage has been

A The percentage is 93.75 percent.
0. Will you now refer to what has been marked
for identification as Exhibit Number Three and --

MR. STAMETS: Let me ask a question at this

point.
Which of the owners you have listed here
have not agreed at this pdint in time?

>

Well, compulsory pooling is as to the inter-

both with .4 ac:es.
MR. STAMETS: And then the 93.75 figure is
a percentage, right?
A Yes, sir.
0.  Will you please refer to Exhibit Number
Three and review this for Mr. Stdmefs?
A Okay. Exhibit Three is -- sets -- or are

the well proposals by Mesa Petroleum to F. Andrew Brooms,

title curative addressed to F. Andrew Brooms, and responses

by Carl A. éqhélihger and F. Andrew Brooms to our proposal. .

Q Would you refer to Exhibit -- to Exhibit

Number Four a@d using this exhibit explain to‘ﬁd. Stamets the{
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related by marriage to the family, and at that time Mr. Morgapn,

‘Ralph O. Sparks, Jﬁnibr, and MOzelle Sparks. .In his efforts

efforts made by Mesa on behalf of MIS to locate and secure
the voluntary commitment of the Sparks and Hatton interests?
A, Okay. The leases that were acquired by --
in the southwest quarter of the northwest guarter, were from
F. Andrew Brooms, were originally taken by F. Andrew Brooms,
and in his attemét to lease up full mineral interest in the
southwest quarter of the northwest quaiter, he contacted

mineral owners, being the Beards and the Sparks.

He was unable at the time of making -- at-
tempting tc contact after checking the records, Ralph 0.
Sparks.

Not being able to contact Mr. Sparks and
being interested in tying up all the acreage in this 40 acres;
he was put in contact with an A. B. Morgan, who works for the

firm of McCornick and Forbes, Carlsbad, New Mexico, who is

as set out in this lettér, conducted a search, cr made ef-
forts to locate the members -- the two members of the family
that they were unakle to get -~ that were record title owners
5nd they were ndt able to reach or contact for purposes of

leasing their minerals.

The owners of this --» these interests were

to contact he discovered that both’Ralpb Sparks, Junior, and
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Mozelle Sparks Hatton were deceased and that as of the last
known addresses of the parties, they, the children of these
parties, last known addresses of the heirs of these parties,
were not at the last known address.

Irene Sparks Brewer, who is the oldest
member of the family and generally keeps in contact with the
members of the family, was unable to locate the heirs of
Ralph O. Sparks or Mozelle Sparks, and Jimmie -- Odie Sparks,
and also a mineral owner in-this tract, who actually lives
in California, were a couple‘of the parties, one of the partie
of interest, was last known to reside -~ was also Unfamiliar
with the present location ~- the present location of the
parties that we're trying to run down.

Now, the heirs, he was attempting to run
down the heirs, but of record, Ralph O. Spargs, Junior, and
Mozelle Sparks Hatton do appear as tihe current mineral owners
of this interest.

Q And Exhibit‘Number Four is a letter summar-
izing the'éfforts made by McCormick and Forbes to locate
these individuals.

A | Yes.

0. : What will you do with any funds that are

attribut&blé”td;the interest of these two urknown owners?

A ‘ Well, any funds that are attributable to

S




© $3700 and $370.

12
these parties will be held in suspense in accordance with the
laws of the State of New Mexico.

Q. : Will you now refer to what has been marked
as MTS Exhibit Number Five, identify this and review the in-
formation contained thereon?

A Exhibit Number Five is the AFE cost estimate
for the No. 1 Neal, and the bottom line sets out the dry hole
cost for this well would be $267,000'and the cost of completed
producing well, $419,000.

0 : Are these costs in’'line with what is being
charged by other operators in the area?

A : Yes, théy are.

0. Now 1'd like you to identify for Mr. Stamets
what has been marked as MTS Exhibit Number Six.

A Exhibit Numﬁer Six is the model form opera-
ting agreement depicting or setting out Mesa Petroleum Co. as
operator of the No. 1 Neal Com.

Q Does this operating agreement contain ad-

ministrative and overhead charges or costs while drilling and

completing this well?

A Yes.

Q - And what are those figures?
A Okay. The drilling and completion it's
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0. And those are monthly figures?
A, Yes.
Q. Are these costs in line with what's being
charged by oﬁher operators in the area?
A, Yes, they are,
Q. Do you recommend that these figures be in-

corporated into any order which results from this hearing?

A, Yes, I do.

Q » Do you alsc recommend that this operating
agreement bé incorporated by,reference into ‘ziiy ordexr which
results from this hearing?
| A 'I do.

0 In the Abo play ié there a risk of drilling
a marginal well or a dry hole?

A | Yes, there is that risk.

Q 2nd in the operating agreement what is the
standard risk penalty set out for nonconsenting working in-
terest owners? |

A It's 300 percent penalty, which I believe

is broken dcwn to 100 percent being cost and 200‘pé£cent pen-

alty.

Q | And is it MTS' recommendation that these
figﬁres in the operating agreement be incorporated into the

order which results from‘ihis”heafing?

~)
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by you or under your direction and supervision?

13

A, Yes, it is.

0. And I believe you stated that Mesa Petroleun
Company was the general partner in MTS.

A Yes, sir,.

Q. Does MTS or does Mesa reguest to be operaton
of thec well?

A Mesa.

0 ’ In your opinion will granting this applica-
tion be in the best interests of conservation, the prevention

of waste, and the protection of correlative rights?

A Yes, it will.
0 Were Exhibits One through Seven prepared
by you ~-- first let's refer to BExhibit Humber Seven and ask

you just to identify that for Mr. Stamets.

A Okay, this is our well proposals to —
ietters proposing whatever one you want to -~ to Corona 0il
Company.

Q This is just addifional correspondence -~

A Yes,

Q -~ ‘outlining your efforts to put together

the drilling tract.
A : Right.

S Were Exhibits One through Seven prepared
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14
A, Yes, they were.
MR. CARR: At this time, Mr. Stamets, we
would offer MTS Exhibits One through Seven.
MR. STAMETS: These exhibits will be admit-
ted.
MR. CARR: And that concludes our direct

examination.
CROSS EXAMINATION

) My, Dentzer, geing back to Exhibit Number
Two, you said 93.75 percent was committed, but my calculatioﬁﬂ
based on those two .4 of an acre comes up to 99.5 percent.

2 Oh, okay. The figure I gave you, 93.75
percent, is going to be MTS Limited Partnership's working
interest in the well, and the amount of acreage that is com-
mitted to the‘well is 99.5 percent.

Q So as we look through this list, MTS,
Corona, Tenneco, Broom, and Schelinger, have all already
eigned the operating’agreement which you've pfeseeted here
today.

A _ Okay, as to Corona 0il Company, Ccrona is

excuse me, 1982 - whereby they will go nonconsent, 300 perf




1 15
2 cent penalty and MTS will operate their intcrest until that
3 300 percent penalty is recovered.
4 As for F. Andrew Broom and Carl A. Schelinger,
5 they have signed the operating -- havc joined and signed the
6 operating agreement.,
7 As to Tenneco 0il, they are going to lease.
8 We are in the process of finalizing the lease of Tenneco’s
9 interest to MTS Limited Partnership, and their interest is £o
10 the northeast quarter -- minerai interest in éhe northeast
11 quarter of the horthwest guarter.
12 0 Okay; then Brooms and Schelinger have of
13 their_oanVOlition agreed to this model operating agrécment.
14 A Yes, sir, they have signed it. Their sig-
15 nature pages are included. i
16 o Okay. And that agrecment would be as to the
7 overhead charges and risk charges.
18 A Yes, sir.
19 Q And so these people apparently feel that
20. those aré reasonable charges. |
21 o A , ¥es,'sir.
22 o okay.
23 AH MR. CARR: Mr.fStéﬁets,vif there is a prob-
24 |' lem as to who is requesting to be operator of the well in the
‘25 | “application, we would have no objection to the order proviaiﬁ‘”
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that MTS is the operator and then they could subseqguently
designate Mesa, I believe, just so there isn't a’technical
problem, application versus order.

MR. STAMETS: Let's go off the record a

minute.

(Thereupon a discussion was

had off the record.}

MR. STAMETS: Okay, let's go back on the
record

MR. PEARCE; For the record, sir, I under-
stand that MTS Limited Partnership is a limited partnership
formed in a state other than NewMexico?

A, Yes,.

MR. PEARCE: And, Mr. Dentzer, is it your
understanding that the partnership papers of MTS Limited
Partnership indicate that Mesa Petroleum Corporation is the
general partner of that limited partnership?

A Yes.

MR. PEARCE: That's all:I have of Mr.
Dentzer, |

MR. STAMETS: Any other questions of this
witneéé?

MR. CARR: No further questions.
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MR. STAMETS: He may be excused.

Mr. Carr, in light of your reguest to have
the operating agreement somehow referenced in the order, I'm
going to ask you to prepare a rough draft order with the
appropriate findings, botﬁ as to this issue and as tc the
operating name.

MR. CARR: Fine.

MR. STAMETS: If there is nothing further,

the case will be taken under advisement.

(Hearing concluded.)
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St Bed coe

I do hereby c“'erfikfy that the foregoing is
a complete record of the proceedings In

the Examiner hearing of Case No, Zéoéa
heard by m:

- Oil Conservation Division
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Mr. R.L. Stamets
Hearing Examiner
0il Conservation Division
New Mexico Department of

Energy & Minerals
Post Office Box 2088
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Re:

87501

July 22, 1982

0il Conservation Division Case No.

JEFFERSON PLACE
SUITE 3 - 11IC NORTH GUADALUPE
POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 8750!
TELEPHQNE: {SN5) 288-442!

TELECOPIER: (SO5) 983-6043
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7606: Application

of MTS Limited Partnership Company for Compulsory

Pooling,

Chaves County, New Mexico

Dear Mr. Stamets:

Pursuant to your request,

I have prepared proposed finding

and order paragraphs to be included in the order resulting

in the above-referenced case.

The purpose of these paragraphs

is to incorporate into the Division's Order the A4pril 3, 1982
operating agreement between Mesa and other interest owners in

the subject spacing unit.

We recommend that the following flndlng be included in the
order following the paragraph setting forth admlnlstratlve

and overnead charges:

That an operating agreement datéd June 2

~ 3

1982 covering the NW/4 cof Section 5,
Township 7 South, Range 36 East,
Chaves County, New Mexico has been accepted
and agreed to by the owners of 99.5 percent
of the interests of the NW/4 of said Section

35..

N.M.P. M.,

We also recommend that the following paragraph be inserted
after the order paragraph providing for admlnlstratlve and

overhead charges:




Mr. R.L. Stamets

Page 2

July 22, 1982

That the terms of the operating agreement for
the NW/4 of Section 5, Township 7 South, Range

.26 East, N.M.P.M., Chaves County, New Mexico

(being lots 3, 4 and the S/2 of the NW/4 of

said Section 5) dated April 2, 1982 are reason-
able, that this operating agreement will goverxn
the relationship between all interest owners

in the pooled spacing unit and that this operating
agreement is incorporated into this order by
reference as if fully set out herein.

If we can be of further assistance in drafting language for
the order in this case, please advise,

Best regards.

WEC:jh

Ve;y truly yours,

William F. Carr

cc: Steven C. James, Esquire
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STATE OF NEW MEXICO

2
i" “‘ ENERGY ano MINERALS DEPARTMENT
\% J OIL. CONSERVATION DIVISION
>
BRUCE KING ' FOST QFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
m&égmﬁ septenber 30, 1952 w‘%gugeggam‘

Re: CASE NO. 7606
ORDER NO. R-7086

Mr. William F. Carr
Campbell ,Byrd & Black
Attorneys at Law
Post Office Box 2208
santa Fe, New Mexico

Applicant:

‘ ‘MIS Limited Partnership Company
Dear Sir:

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

RAMEY
Director

SDR/£d

Copy of order also sent to:
Eobbs'CCO

Artesia OCD__

Aztec OCD

Other




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARINC
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 7606
Order No. R~-7086
APPLICATION OF MYS LIMITED PARTNERSHIP
CCMPANY FOR COMPULSORY POOLING, CHAVES
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on June 9, 1932.
at Santa Fe, New Mexico, befcre Ekxanminer Richard L. Stamets.

NOW, on this 30th day of September, 1982, the Division
Director, having considered the testimony, the: record, and the
recommendations of the Examiner, and being fully advised in theg
préemises,

FINDS:

(1) That due public notice having been given as reguiredl

by law, the Division has jurisdiction of this cause and the
subject matter thereof.

(2) That the applicant, MTS Limited Partnership Company,
seeks an order pooling all mineral interests from the surface
through the base of the Abo formation underlying the NW/4 of
Section 5, Township 7 South, Range 26 East, NMPM, Chaves County),
New Mexico. )

(3) That the applicant has the right to drill and proposep
to drill a well at a standard location thereon.

(4) That there are interest owners in the proposed
proration unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
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
pcoling all mineral interests, whatever they may be, within sai
unit. , ‘
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i (6) That Mesa Petroleum Company is the operating partner
for MTS Limited Partnership and should be designated the
operator of the subject well and unit.

| 4 ) (7) That any non-consenting working interest owner shoulgd
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 ar additional 200 percent thereof as a reasonable charge
| for the risk involved ir the driliing o the well.

(9) That any non—consen*tnq interest owner should be ,
afforded the opportunity to object to the actual well costs buf
that actual well costs siiould 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 tne operator any amount that
‘reasonable well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well

costs exceed reasonable well costs.

hJ

(11) That $3700.00 per month while drilling and $370.00 petx
month while producing should be fixed as reasonable charges fo
supervision (combined fixed rates); that the operator should b
authorized to withhold from production the proportionate share
of such supervision charges attributable to each non-consentin
working interest, and in addition thereto, the operator should
be authorized to withhold from production the proportionate
share”of actual expenditures required for operating the subject
well, not in excess of what are reasonable, attributable to eac$
non-consenting working interest.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed inj
escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(13) That -upon the failure of the opelator of said pooled
unit to commence drilling of the well to which said unit is
L dedicated on or before December 1, 1982, the order pooling said
-~unit should become null and void and of no effect whatsoever.
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IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, fron
the surface through the base of the Abo formatior underlying the
r NW/4 of Section 5, Township 7 South, Range 26 East, NMPM, Chaves
County, New Mexico, are hereby pooled to form a standard
l60-acre gas spacing and proration unit to be dedicated to a
‘'well to he dArilled at a standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall
commencc the drilling of said well on or before the lst day of
December, 1982, and shall thereatter continue the drllllng of
said well with due diligence to a depth sufficient to test the
Abo formation;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the lst day of
December, 1982, Order (1) of this order shall be null and void
and of no effect whatscever, unless said operator obtains a time
extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Director
and show cause why Order (1) of this order should not be
rescinded.

(2) That Meéé Petroleum Company as operating partnér for
MTS Limited Partnership Company is hereby designated the
operator of the subject well and unit.

(3) That after the effective date of this order and within
90 days prior to commencing 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 sharej
of reasonable well costs out of production, and that any such
owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs but shall not be
11ab1e 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
DlVlbiOn and the pDivision has not objected within 45 Jdays

Y | ~ T S e




-
Case No. 7606
Order No. R-7086

foljowing receipt of said schedule, the actual well costs shall

be the reasonable well costs; provided however, that if therxe 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
reasonable wcll costs, any non-consenting working interest ownerx
who has paid his share of estimated costs in advance as provided
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 cperator his pro rata share of the amount that

estim-ted well coslis exceed reasonable well costs

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

(A) The pro rata share of reasonable well
ccsts attributable to each non-consenting
worklng interest owner who has not pald
his share of estimated well costs within
30 days from the date the schedule of
estlmdted well costs is furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting
working - 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. R

(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs,.

(9) That $3700.00 per month while drilling and $370.00
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates); that the
operator is hereby authorized to withhold from production the
proportionate share of such supervision charxges attributable
to .each non-consentwng working interest, and in addition
thereto, the operator is hereby authorlzed to withhold from
production the proportionate share of actual expenditures
required for operating such well, not in excess of what are
reasonable, attrlbutable to each non-consenting working
interest.

51
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(190} That any unsevered mineral interest shall be
considered a seven-eighths (7/8) working interest arnd a
one-sighth {1/8} royalty interest Tfor the purpose of

allocatlng costs and charges under the terms of this order.

(11) That any well costs ox charges which are to be paid
out of production shall be withheld only from the working
interest's share of production, and no costs or charges shall
be withheld L[row production attributable to royalty
interests.

(12) That all proceeds from producticn from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Chaves 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
Ly OL such further orders as the Division may deem
p _

DONE at Santa Fe, New Mexico, on the day and year
designated.

STATE OF NEW MEXICO
IL CONSERVATION DIVISION
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SCHEDULE
#1 NEAL COM.
ACRES OWNED

NW/4 Sec. 5, T-7-S, R-26-E
Chaves County, New Mexico

Net Acres Befo?g Payout ‘Afte?lPaxout
MTS Limited Partnership _‘ 55 93.75% 46.8750%
Corona 0il Company » 55 -0-% 46,8750%
Tenneco 0il Expleration and Production 40 -0-% -0-%
F; Andrew Grooms ~ 5.6 2.875%
Carl A, Schellinger 4.6 2.875%
Raiph 0. Sparks, Jr. . .25%
Mozelle Sparks Ha;ton b .25%

* Leased by Temeco to MTS Limited Partnership

PR S T L SRR .
REFORE EXAIMINER STAMETS
OiL CONSERVATION DIVISION
MEsa  EXHIBIT NO. _2,
CASE NC._gquol

Submitted bymagi

‘ ! Hearing Date h‘g‘gk

TR e




Hirf, Well File, C-U 4-9-82

4
MESF‘-I
\ PETROLEUM CO.
N D R R S O R LT S AL IR IR L L, V
March 29, 13882 BEFORE EXAMINER STANMETS ;
Ol COMSERVATION DIVISION E
i \ "};.
Mr. F. Andrew Grooms MEQh  EXHIBITNO. 3.
1504 W. Tilden CASE NO._nisl
Roswell, NM 88201 .
: Submiticd by XENTEERM

Dear Mr. Grooms:

Hearing Date _dj_i_ﬁ;_._____

Subject: Well Proposal
Mesa #1 Neal Com.
Section 5, T-7-S, R-26-t
Chaves County, New Mexico
Mesa OP 05-NM-0138-224

Mesa, a: operator, hereby proposes the drilling of the captioned wel
to test the Abo Fyriation. Please indicate your "intentions to join
or not-to join by executing and returning a copy of this letter along with

an executed AFE on your behalf. An Operating Agreemeﬂt is being prepared
and will be forwarded when completed.
Yours very truyly,

[

Mark Hannifin

cs

Enclosures

Mesa #1 Neal Com. Join Not Join
By:

—

MAESE PETSOLEUNM CO./ VAUGHN BUILDING /SUITE 1000, AC 815/ EEZ-53€1 /MiDLAND, TEXAS 78701 -24E




MHrf, Well File, C-U 4-9-82
. {
v {

MES R

PEYADLEUM CO.

March 29, 1982

Tenneco 0il Co.
200 N. Loraine
Suite 1413
Midland, TX 79701

Gentlemen:

Subject: Well Propcsal
Mesa #1 Neal Com., -
Section 5, T-7-S, R-26-E
Chaves County, New Mexico
Mesa OP 05-NM-0138-224

Mesa, as operator, hereby proposes the drilling of the captioned well
to test the Abc Formation. Please indicate your intenticns to join

or not to join by executing and returning a copy of this letter along
with an executed AFE on your behalf. An Operating Agreement is being
prepared and will be forwarded when completed.

Yours very truly,

¢

S
Mark Hannifin®
cs
Enclosures

Mesa #1 Neal Com. , Join Not Join
TENNECO OIL CO.

By:

'MIESA PETRCLEUM CO./ VAUGHN BUILDING /SUITE 1000/ AC 515/ 8683-5321 /IIDLAND, TEXAS 7§701-4483
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BNC: My, O/4 lle, C-U 4-24-82

MESI—'—'-I

FPETROLEUM COG,

April 7, 1982

owell \”\ 88201

Dear Mr. Schellinger:

r'P

Subj Operating Agreement zncé AFE
J - ar n

fesz £1 Nezl Com,
Pecos Slope Prospect

Cnavies LunL\. New Mexic
Mesz QP 05- PV-OlaS 224

0,

VOUr Teview &ndé execution are the AFE and
= 07 the capticned well. We will cirqulizte ' :
peges on behalf of zil parties es aveilable. PFlezse
T ) copies of the signature page and ocne (1)

Fnclosed he

Coerz7ing A

Slgf‘xc Tur

Sign ané retu
~

£
3

copy oF the AFE
I vou cesirve 1o jein in the drilling of this well, it is equested
ihEt ¥CU TeTuTrn cne copy Oof this letter signed
Yours veryv trualy,

—Zz 4/4

ﬂ:/ /

Mark Renmifin
sz
Enclosures
CiRL &, SCEZLLINCGER elects ic icin inm the czpticned well.

EY: ‘ DATE:
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ANDY GROOMS

PO BOX soN
ROSWELL, NEW MEXICO 58200
R ) TELEPHONE
OILAND G AS FLYGEIVED $05 6232540
MES 1

Mesa Petroleum Co.

Vaughn Building

Suite 1000 .

Midland, Texas 79701-4483 03/31/82

Attention: Mark Hannifin
Re: Well Proposal
#1 Neal Com.
Section 5, T-7-S, R-2€-E
Chaves County, New Mexico
Mesa QP 05-NM-0138-224

Dear Mr. Hannifin:

I am in receipt of your létter concerning our participation in the above
captioned well. Please bz advised that our leasehold covers 6.125% of
the 160 acre drilling well and spacing unit. We are in the process of
attempting to locate and lease from the owners of the 8/10ths of one net
mineral acre that is still outstanding. Mr. Carl A. Schellinger owns a
£0% interest in saic leases as evidenced by the ‘copy of Partial Assign-
ment of 0il and Gas Lezses enclosed. The Operating Agreement and paper
work will! need to be prepared accordingly. : '

Mr. Schellinger and I hereby agree to join in this venture under the fol-
lowing terms and conditions:

1.} We will require a copy of the drillsite title opinion before exe-
cution of the AFE for the captioned well.

2.) Operating Agreement shall be prepared, forwarded and executed by
all parties before the well is spud.

3.) Copies of atﬂhinvoice‘s, notices, drilling reports, logs and test
information shall be sent to the following addresses:

F. Andrew Grooms Carl A. Schellinger
P. 0. Box 908 ' P. 0. Box 447 o
Roswell, New Mexico 88201 Roswell, New Mexico 88201

Yours very truly,
| ..;527 4;2;*4240’ ATV
F. Andrew Groomsl

" FAG/jh
Encls.

cc: Carl A. S‘chell'vi‘nger
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KRDrf, #BSE FILE, C-Q -5-82 (

’Mssm

PETROLEUM CO.

April 16, 1982

F. Andrew Erooms
P. 0. Box 908
Roswell, NN . 88201

Dear Mr. Grooms:
Subjeci:
Chaves County, hem hex1co
£1 Neal Com.

Fecos Slope Prospect
Mese OP O -NM-0138-224

Kevin-Dentzer of tnis office heés advised me thel you are
attempting to lease the previously unlezsed .8 acres in
seciion 5 from Ralph Sparks, Jr. &nd Mozelle Spearkes Hatton.
We woulc eppreciete your advising Mesa of your progress and
providing us with & recorded copy of eny leases vou accuire
from these iwo mineral owners in this cuzrier section.

Your cooperetion is greatly epprecieiec.
Yours very truly,

x 0'4/4’/-

; K. Q. Dement

n
—

R

r-r'.._L\_ =X

i
mn
()
n

S
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KRDr{, WELL FILE, C-\’ 5-4-82, LEASE-RHLE

MESF—%

PETROLEUM CO.

April 19, 1967

F. Andrew {rouins
P. O. Box 908
Roswell, NV 88201

Dear Mr., Grooms:

Subiect: Title Curative
-N¥» Section 5. T-7-§, R-26-t
“haves County, New Mexico
Pecos Slope Prospect
}\jesa Z1 Xnaal CAm

[ S A NS SR S T

OP 05-NM-0158-224

Enclosed is a copy of the Drilling Dpwnon on Mesa's #
You requeste d from Kevin Dentzer. 7 have begun to sa
1

T
ments except 'C" and "I which I leave for you to hand
no interest uncer the leases covered by those two regui

isfy 21l require-
€, since Mesz has
rementis. '

(D\.

Once vou have taken care of these reguirements, plezse advise us and
send copies oi the curative.

1f there is anvthing else vou neec, rlease

Yours very truly,

-
B .
. . -
- - - Y . o~ . . -— -~ e - -
SCLTETE D BV D VAL E=N BULDINE/EUTE R ZZL Al € B AEEZ.EZEG . VM DLLND TEXNAR TE?D




( {
CARL A. SCHELLINGER

Vil d l’(f/{// /7//

PTTRTEARY Ry, ¢

BUS, (505) 623-2328

RES. (505) 623-2329

rf-..@i[ gbio/zutiss—fic&nasc{ Bwém

ES e

Mesa Petroleum Co.
1000 Vaughn Building
Midiand, Texas 79701

Attention: Mr. Mark Hannifin

Re: Mesa No. 1 Neal Com
Pecos Slope Prospect
Chaves County, New Mexico
(Mesa OP 05-NM-0138-224)

Gentlemen:

Pursuant to your instructions we are enclosing
two {2) copies of a signature page to Operating Agreement
dated April 3, 1982, along with one (1) approved capy of
your: AFE cuvering the above described well. We have also
attached a copy of your letter dated Aprii 7, 1982 where-
in we elect to participate in the well as to our 2.875%
interest.

Should you need somet further from this

office, please let us know.

April 28, 1982 'rEC‘E’VE‘D
o

oA N0pn
el

MES

| 516 SECURITY NATIONAL BANK BUILDING =~ RDST OFFICE BOX 447 — ROSWELL, NEW MEXICO 883201 ——d

-

r




. AR
E:gi{:‘pu ¥
' -_
. ege ST SIORT
PSR B N
o MESR

Y PETRAOLEUM CO.
L]
I Cé {’LL\NU‘—"

oI FROPERTIES

April 7, 1982

Carl A. Schellinger
P. 0. Box 447
Roswell, NM 88201

Dear Mr. Schellinger:

Subject: Operating Agreement and AFE
Mesa #1 Neal Com.
Deco< Slope ProspecL

‘Fuclosed herewith for veur review and execution are the AFE and
Overating Agreement for the captioned well. We will civculzt
signature pages on behalf of all parties as avaiizbie, lease
sign and return two (2) copies of the signzture page and one (1)
copy of the AFE.

late

Tcu
r

1f you desire to join in the drilling of this well, it is reguested
that you return one copy of this letter signed.

Yours very tiruly,

he cantioned well, as to his 2.8&7

DATE: “-{7,7 /?‘L/
& 7




FAVED

e b
S -l:.."’)
McCORMICK axp FORBES O R
DON G. MECORMICK ATTORNEYS AT LAW
JAY W. FORBLS BUJALC BLRILDING l"’C p—
THOMAS L. MAREK P. O. BOX 1218 'Yncouou: 65854171
.‘7225“.,‘;'.‘:13,'19 CARLSRBAD, XEW NEXICO B8220 ARCa COGE 505
chs TmeoR 4 June 1982
"MY‘W Vet Nar oo T Uit pive ot SeTeit d e TR IR NN
\ BEFORIEXAM%QH?STAMCTS
: j Ol CONSERVATION DIVISICN
Mr. Kevin Dentzer - wgsh ot ro d )
Suite 1000, Vaughn Building .y o ,
Midland, Texas 79701 CASENO. _nNkele . )
Submitted by “DEsTZER
Re: Ralph 0. Sparks, Jr. and Mozelie Hagton . 1131;
‘ Hearing Date__te | 2
Dear Mr. Dentcer: dgnm,wx¢xvrs,ﬁﬂfrmx;v?qvp STRTeT T

This letter will outline %o you some of the efforts we have made to
locate the heirs of the above persons, or the above persons.

First of 211, 1 2m the son-in-law ¢f Irene Brewer and have close
contact with Adeline Beard, both of whom are involved in the Sparks
estate, from which the land in question, came.

We were contacted by Mr. Andy Grooms in Rosweil ConCeiriing the
lease of the property. There were five persons involved, to-wi

Irene Sparks Brewer
Adeline Sparkf€ Beard
Odie Spark

Jimmy Sparks
RaTph 0. -Sparks.

possible
-t.

A1l of the children of Mr. 0. M. Sparks were living except Ralph O Sparks.
Ralph had two children, Ralph Sparks, Jr. and Mczelle Sparks. Mozelle
Sparks died in approximately 1671 in Plant City, Florida. leaving & daughter
Barbarez Ann Bethume, whose last known address was in Dover, Florida, but
211 Christmas cards and cards were returned with eéddressee unknown and unable
to forward. :

Raiph.Sparks, Jr.'s last known address wes in Livermore Cc]..orn1a G4550.
He had one daugnter Deborah. The leiter part of 1981, ‘& letter was
sent - the copy of which has been mzsp]accd - to Ralph Sparks, Jr., and
‘ 1t was reiurned "Addressee deceased. Christmas cerds were seni by

- cther members of the family in 1081, which cards were also returned. The
address of Deborah is unknown.

Telephone calls have been made to the ab“ve }istecd persons and they hcve
no additional information.

Y D

I trust this information will be of some value.

Yours yery truly,

A. B. Morgar
Paralegal
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[,, : / AFE/COST ESTIMATE |
AN /Aé N _ _0)/OS/CPERATIONS .. _ B3-405 )
R ce T L < Co/Div./Subsid [Dept. o . 0)-05-1%-0138-0091-001-0
CRNA = =S {jx ¢ Code Generol Account & :
PETROLEUM co. Explorotory Development %
LLASE, WELL NAME, AND LOCATION . NEAL COM #1 R
N 19507 YRL & 650" FWL, SEC 5, T7S, R26T, CHAVES COUNTY, NEW !'E)«.]CO
P CGST TSTISETE TO DRITL AKD CORPLETE £ 4, 450" FLOVING £BO WELL, TRCIUDTRG
— PTODUCTIAON _FOPTIMINT, L
B e 4 ITE 4 DESCRIPTION o ry Pl Corzpiesion Fecgetsii
%G | DRILING—FODTAGE Pt At S /F1, g Is s
x02 ! DRILUNG or COMPLETION RIG MIRY, RD-140 18,000 y2_000
| IASDAY WORK 13/6 DAYS At S 6500/1500 /DAY | 84500 2,000 93,500
Xe3, { DRILUING o COMPLETION RIG | == | |
) T 1A) BOIER DAYS At € /DAY
1 (2) CAMF & CATERING DAYS At § /DAY
“(C) OTHE DAYS &1 § /DaY ! v
X | CEMENTING SERVICES, CEMENT & ACCESSORIES | 18,000 7,000 25,000
XG5 | MUD, CHEMICALS, SERVICES & FOQUIP. (A) MUD, CHEM., OlL I 2w annl 20 000
! (8) WATER l 36,000 2,000 12.000
X06 T LOGS, TESTING & MUD LOGGING UNIT f 10,000 | 3,000 13,000
X07 T DRILL STEM. TEST & RELATED IESTING SQUIPMENT i P
X08 | PERFORATING, WELL STIMULATION SERVICES { | 60,000 60,000
X092 | tOCATION, RCADS, SURVEYS, AIRSTRIPS ] 2000 | > 000 15 000
X110 | COMPANY LABOR, SUPERVISION, ENGINEERING & OVERHEAD l 4,000 | 2,000 | 6,000
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between __Mesa Petroleum Co

, hereinafier designated and
referred to as “Operator”, and the signaiory pariy or parties other th:n Operator, sometimes hereinafter
referred to individually herein as “Non-Operator', znd collectively as “Non-Operators”™,

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas in-
terests in the land identified in Exhibit ‘A", and the parties hereto have reached an agreement to explore
and develop these leases and/or oil and gas interests for the production of oil and gas 1o the extent and
as hereinafter provided:

NOW, THEREFORE, it iy agreed as follows:

ARTICLE L
DEFINITIONS

As used in this agreement. the follewing words and terms shall have the meanings here ascribed

S 3]
lc quun

A. The term “0il and gas” shall mean oil, gas, casmghead gas, gas condenszate, and 2l othe. liquid
or gaseous hydrocarbons and other marketable substances produced therewith, unless an intent to
limit the inclusiveness of this term is specifically stated. )

B. The terms “oil and gas lease”, “Jease’” and “leasehold’ shall mean the cil and gas leases cov-
ering tracis of land lying within the Contract Arez which a2re owned by the parties to ihis agreemeﬂt.

C. The term “oil and gas interests” shall mean unlezsed fee and Inineral inierests in tracts of
land iving within the Contract Area which are owned by parties to this agreement.

D. The term —Contract Area’” shall mean all of the lands, oil and gas Jeasehold interests and oil
and gas interests intended to be developed and operated for oil and gea¢ purposes under this sgreement.
Such lands. oil and gas leasehold interests and oil and gas interests are described in Exhibit “A".

E. The term *drilling unit” shall mean the arez fixed for the drilling of one well by orderor rule
of any siate or federa! body having autrority. Ii a &rilling unit is not fixed by ary such rule or order.
a drilling unit shall be the drilling unit as established by the pattern of érilling in the Contract Aree
or as fixed by express zgreement of the Drilling Pariies.

F. The term “drillsite” shall mean the o0il ang gas lease cr interest on which a proposed well is 1o
be located. X ‘

G. The terms “Drilling Party’ and “Consenting Party” shall mean & party who zgrees to join in
and pay its share of the cost of any operation concucied under the provisions of this agreement.

H. The terms *Non-Drilling Party” and “Non-Consenting Party” shzll mean a party who elects
not to pezrticipate in 2 proposed operation.

Unless the context otherwise clezrly indicates. words used in the singular include the plural. the
plural includes the singular. and the r.euter gender includes the masculine and the feminine.

ARTICLE IL
EXHIBITS

.

The follo\\mg exhibits, as indicated below and z2ilached hereio, are Ncerporaied in and made &

~ part hereof:

[X; A. Exhibit “A”, shall include the following information:
(1) Identification of lands subject to agreement,
{2) Restrictions, if any, as to depth: or formations,
'(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or il and gas interests subject to this agreement,
{5) Addressa of parties for notice purposes.
B. Exh.xbxt “BY, Form of Lease.
. Exlublt “Cc”, Accounnng Procedure Schedule 1 Attached
. Exhibit “D", ‘Insurance. .
. Exhibit “E", Gas Balancing Agreement.
. Exhibit 'F" Non-stcnmmatmn ‘and Certification of Non-Segregated Facnhtxes.

i any provxswn of any exhibxt, except Exhxbxt “E™, is mconsxstent with any provision contained
in the body of this agreement, the provisions in the body of this agreement shall prevail.
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ARTICLE 1L
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an unleased oil and gas interest in the Contract Area. that interest shall be
treated for the purpose of this agreement and during the term hereof as if it were a leased interest
under the form of oil and gas lease attached as Exhibit “B”. As to such interest, the owner shall re-
ceive royalty on production as prescribed in the form of oil and gas lease altached hereto as Exhibit
“B". Such party shall, however, be subject to 21! of the provisions of this agreement relating to lessees,
to the extent that it owns the lessee interest,

B. Interest of Parties in Casts and Production:

Exhibit “A* lJists al] of the parties and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under
this agreement shall be borne and paid, and all eguipment and material acquired in operations on the
Contract Area shall be owned by the parties as their interests are shown in Exhivit “A". All produc-
tion of oil and gas from the Contract Area. subject to the payment of lessor’s royvalties wihich.uiil-Se

ettt et ceu=t. shall 2lso be owned by the parties in the same manner during the term
hareof; Drovldeo however, this shall not be deemed an assignment or cross-assignment -of inierests cov-
ered hereby.

ARTICLE IV.
"TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed weli prior tc commencement of
drilling operatiorns or, i{ the Drilling Parii?s so recuest, title examination shall te mzcde on the leases
and ‘or oil and gas interests included. or pianned tc be included. in the drilling unit around such well.
The opinion wiil include ihe ownershinp of the working interest. minerzls, roialiv. overriding rovaltv
and production pavments under the zpolicable lezses. At the time 2 well is proposed. each party con-
tributing leases znc -‘or oi)l and gas inierests 1o the drillsite. or to be includec in such drilling unit shall
furnish o Operzior all abstracts (including Federa! Lease Status Reports). title opinions, titie papers
and curative msterial in its possession free of charge. Ail such informztior not in the possession of or
made zvailable 10 Operator by the pariies. buti necesszry for the examination of title. shzll be obizined
by Operztor. Operztor shall cause title 10 be examined by atiornevs on its siafi or by outside a2ttorneys.
Copies oi all i:ile opinions shzll be furnished 10 each party hereto, The cest incurred by Operzior in
this title oregram shall be borne as foilow

Option No. 1: Costs incurred by Operator in procuring abstracts and iitle examination (including
preliminary. supplemental, shui-in gas royalty opinions and division order title ¢pinions) shall be &
par: Gi the administrative overhezé a2s provided in Exhibit “C."” and shall not be a direct ¢char-<. whether

performed by Operzior's staff aitornevs or by outside attorneys.

L)

‘7% Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys

for mle examx..auon (mcludmg b"ehmmarv, supplememal, shut in sas rovaltv oplmons &nd dmsxon

“Drilling Party bears to the xota] mzerest of all Drilling Par*:es 2s such’ ‘mere<ts apaear in Exh:b,l “AY,

Cperator shall make no charge’ tp' services rendered by its staff attorneyvs or other personnel in the
performance of the above functions.

Each ,.-artv’shall be responsible for securing curative matter and pocling amendments or agreements
requ:red in conriection with leases or oil and gas interests contributed by such party. The Operator shall be
responsable for the preparation and recording of Pocling Designations or Declarations as well as the
conduct of hearings before Governmentai Agencies for the securing of spacing or pooling orders. This
shall not prevent any party irom appearing on its own behalf at any such hearing.

Ho well shall be dnlled on the Contrart Area unnl after ( 1) the title to the dnnsxte or dnlhng unit

"has been examined as above provxded and (2) the title has been approved by the examining attorney or

titie has been accepted by all of the parties who are to participate in the drilling of the well.

B. Loss of Title:

, nglgre of Tme. Should any oil and gas interest or lease, or interest therem be lost through
iaxlure of title,-which loss results in a reduction of 1r.'§:rest from that shown on Exhibit A", this agree-
ment, nevertheless, shall continue in force as to all remaining oi! and gas leases and interests, and

‘ (a) The party whose oil and gas lease or interest is afiected by the titje failure shall bear alone
the entire - Ioss and it shall not be entitled to recover from Operator or the oxh.-r pames any development

-
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or operating costs which it may have thereiofore paid, but there shall be no monetary liability on its
part to the other parties hereto for drilling, developmensi, operating or other similar costs by reason of
such title failure; and

(b) There shall be no retroactive adjusiment of expenses incurred or revenues received from the
operation of the interest which has been lost, but the interests of the parties shall be revised on an acre-
age basis, as of the time it is deterrnined finally that title failure has occurred, so that the interest of
the party whose lease or inlerest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost; and

(c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled
on the Contract Area is increased by reason of the title f{ailure, the party whose title has failed shall
receive the proceeds attributable to the increase in such interests (less costs and burdens attributable
therefo) until it has been reimbursed for unrecovered costs paid by it in connection with such well;
and

(d) Should any person not a party to this agreement, who is determined to be the owner of any in-
terest in the title which has failed, pay in any manner any part of the ~ost of operation, development,
or equipment, such amount shall be paid to the party or parties who bore the costs which are so refund-
ed; and

{e) Any liability to account to 2 third party for prior production of oi) and gas which arises by
reason of title failure shall be borne by the party or parties in the same proportions in which they shared
in such prior production; and .

(f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection
with the defense of the inierest ¢lainied. by any parly herelo, it being the intention of the pa"f:ec
hereto that each shall defend title to its interest and bear 21} expenses in connection therewith.

2. Loss by Non-Payment or Erroneous Pzvment of Amount Due: If, through mistake or oversight,
any rental, shut-in well payment, minimum royalty or royalty payment, is not paid or is erronecusly

paid, and as a result a lease or interest therein terminates, there shall be no mouetary liability against

the party who failed to mzke such payment. Unless the party who failed to make the required payment
secures a new lease covering the same interest within ninety {89} da;,'s {from the discovery 'of the fail-
ure to make proper payment, which acquisition will not be subiect to Article VIIL.B., the interests of
the parties shall bg revised on an 2creage basis; effective as of the date of termination .7 the lsasé in-
volved, and the party who faileé to raake proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which hes terminated. In the event
the party who failed to make the required payment shz!l not have been fully reimbursed, at the time of
the loss, from the proceeds of ‘the sale of cil and gas attribuizble to the lost interest, calculaied on an
acreage basis, for the development znd operating costs theretofore paid on acccunt of such interest, it
shell be reimbursed for unrecovereé actual costs theretcfore paid by it (but not for .its share of the
cost of any dry hole previousiv ¢rilled or wells previously abandoned} from seo much of the following
as is necessary 1o effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost
interest, on an‘acrezge basis, up to the zamount of unrecovered costs;

(b) Proceeds, less operating expenses, thereafler accrued atiributzble to the 1ost interest on an
acrzage basis, of that portion-of oil and gas thereafter produced and marketed (excluding procuction
from any wells thereafter drille¢) which, in the absence of such lease termination, would be 2tiributabdle
to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds oi said
portion of the oil and gas to be contributed by the other parties in proportion to their respective in-
terests; and :

(e¢) Any momes up to the amount of unrecovered costs, that may be paid by any party who is, or
becomes, ihe owner of the interest lost, for the privilege of pa"-'m**mg in the Contract Area or be-
coming a party te this agreement,

. 3. QOther Losses: Al losses incurred, other than those set forth in "’,4"-"’1-;‘,"{ic]es IV:B.1. and IV.B.2.
above, shall not be considered failure of title but shall be joint losses and shall -be borne by zll parties

. in proportion to their interests. There snall be no readjustment of interests in the remaining portion of

the Contract Area.

- ARTICLE V.
OPERATOR

A DESlﬁﬁAndn' AND RESPONSIBILITIES -OF GPERATOR:

" Mesa Petroieum Co. - ' shall be the

Operator of the Contract Area, and shall conduct and direct and have" full control of all operations on
the Contract Area as penmtted and required by, and within the limits of, this azreement It shall con-
duct all such operations in 3 good and workmanlike manner, but it shall have no liability as Operator
to the other parties fo: losses sustained or liabilities incurred, except such as may result from gross
negligence or willful misconduct.

L
oy TR
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B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice

thereof to Non-Operators. 1f Operator terminates its legal existence, no longer owns an interest in the .

Contract Area, or is no lorger capable of serving as Operator, it shall cease to be Operator without any
action by Non-Operator, except the selection of a successor. Operalcr may be removed if it fails or
refuses to carry oul its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vole of two (2) or more Non-Operaiors owning a2 meiarity interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignation or removal shall not become effective unti) 7:00 o'clock A.M.
on the first day of the calendar rmonth following the expiration of ninety (90) days after the giving of
notice of resignation hy Operator or action by the Non-Operators to remove Operator, unless a successor
Operater has been selected and assumes the duties of Operator al an earlier date. Operator, after effect-~
ive date of resignation or removal, shall be bound by the terms hereof as 2 Non-Operator. A change of
a corporate name or structure of Operator or transfer of Operator’'s interest to any single subsidiary,
parent ar successor corporation shall not be i{he basis {for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Op-
erator shall be selected by the Parties. The successor Operator shall te selected from the parties owning
an interest in the Contract Area at the time such successor Operator is selected. 1f the Operator that
is remmoved fails to vete or votes ¢nly. to suecsed itself, the successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on cwnership as shown
on Exhibit*“A” and not on the number of parties remaining after excluding the voting interest of the
Operator that was removed. '

C. Employees:

The number -of employvees used by Operztor in conducting operztions hereunder, their selection,
and the hours of labor and the; ‘~ampensation for services performed, shall be determined by Operator,
and all such employees shall be the employees ¢f Operator.

*D. Drilling Centracts:

All wells drilled on the Coniract Area shall be drilled on a competitive contract basis at the usual
rates prevailing in the area. “If il so desires. Operzaior may employ its own tools and eauxpment in the
drilling of wells, but its charges therefor shall not exceed the prevailing rates in the ares a1i the rat
of such charges shzll be agreed vpon by the parties in writing before drilling operations are com-
menced. and such work shell be periormed by Operator under the seme terms and conditions as .are
customary and usuz! in the zrea in contracts of independent contractors who are doing work of a sim-
ilar nature.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before»the 315t_’1day of Q;:;ohar , 1987 . Operator shall commence the cérill-
ing of a well for oil and gas at the fol!owing iocation- ‘

At a Legal Locatlon on Lots 3 4 and the
SUNWY of Section 5, T-7- S, R- 26 E, NMPM
Chaves Countv I\ew Mexico.

and shalil thereafter Lontmue the dnllmg of. the well with due diligence to

A deptb of 4,450' or sufficient to test
the Abo Formatlon whichever is Lesser.

uniess granite or other pract:cally unpenetrable substance or condition in the hole, whmh renders
further drmmg xmpractxcal, is encountered at a lesser depth, or unless all parnes agree to complete or

abandon the well at a lesser’ depth.”

Operator shah ~~ake reasonable tests of all Iormat:ons encountered dunng drilling which give in-
d:canon of contaxmng oil and gas in quantmes suﬁ':csent to tfest, unless this’ agreement shall be limited
in its application 1o a specific formation or formations, in which event ‘Operator shall be reguired to
test only the fgrrﬁation ar formatiox_xs to which this agreement may apply.

1f, in Operator's judgment, the well witl not produce oil or gas in paying quantities, and it wishes
10 plug and abandon the well as a dry hole, it shall first secure the consent or all.parties and shall

plug and abandon same as provided in Article VI1.E.1. hereof.
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B. Subsequent Operations:

1. Proposed QOperations: Should any party hereto desire to drill any well on the Contract Area
other than the wel! provided for in Article VI.A., or to rework, deepcn or plug back a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and not then producing
in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the loca-
tion, proposed depth, objective formation and the estimaied cosi of the operation. The parties receiv-
ing such a notice shall have thirty (30) days after receipt of the notice 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 location, notice of proposal 1o rework, plvg back -or drill deeper may be given
by telephone and the response period shall be limited to forty-eight (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 party not te participate in the cost of the proposed operation. Any
notice or response given by telephone- shall be promptly confirmed in writing.

2 Qp_erafions by Less than All Parties: If any party receiving such notice as provided in Article
V1.B.1. or VLE.} elecis not to participate in the proposed operation, then, in order {0 be entitled to
the benefits of this article. the party or parties giving the nctice and such other parties as shall elect
to participate in the operation shall, within sixty (80) days after the expiration of +he notice pericd of
thirty (30) days {or a3 prompliy as possibie-after the expiration of the forty-eight (48) hour period
where the drilling rig is on 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
Consenting Parties: provided, however, if no drilling rig or other equipment is on location, and if Op-
erator is 3 Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform
the work required by such proposed operation for the account of the Conseniing Parties, or (b) desig-
nate one (1; of the Conrsenting Parties as Operator to perform such work., Consenting Pzrtiez’ wwhen
conducting operations on ihe Contract Area pursuant to this Article VI.B.2.. shall comply with 2]} terms

and conditions of this agreement.

If less than all parties approve any proposed operetion, the p.\.\ 2eiNg ‘party, tmrmediately after the

expiration of “the appligaclc notize pericd, shall advise ihe Conszhting Pearties of (2) the 1ota) interest
cf the part:es approving such operation. and (b) ijts recom-nencauon as to whether the Conseniing Par-
ties shculd nrorem with ‘the aperztion as proposed. Each Conseniing Party. within foriyv-eight (48)

hours (e:\clusne of Saturday, Sunday or legal holidays) zfter receipt of such notice. shall advise the
proposisig pariy of its desire to (2) limit perticipation to such party’s interest as snown on Exhibit “A",
or {b) carry its proporiionate part of Non-Consenting Parties' interest. The proposing pariy. at its
election. may withdraw such proposz! if there is insufficient participation, znd chzll prompily notify
all pariiss of such decision.

The entire cost and risk of conducting surh cperztions shall be borne by the Conce'xtmg Parties in
the proportions they have elected to bear samez under the terms of the preceding peragrapn. Consenting
Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind crezted by or arising from the operations of the Consexting Parties. If such
an operation results in a dry hoie. the Consenting Parties shzall piug and abzndon the well ai their sole
cosi, risk and expense. If any well drilled. reworked. deepenec or plugged back under the provisions
of this Article results in 2 producer of oil and- or gas in paving quantities. the Corsenting Parties shall
cc'np]ete and equip the well to produce at their sole cost and risk. and the well shall then be turned
over to Cpérator and shall be cperated by it at the expense and for the account of the Consenting Parties.

- Upon commencement of operations for' the drilling. reworking, deepening or plugging back of any such

well by Consenting Parties in accordance with the provisions of th.s Article, each Non- Consentmg Party
shall be deemed to have reunqmshed 1o Consenting Parties,’and the Consermng Parties shall own and
be entitled to recewe in propornon to their respective interests, all-of such \on-Consennrg Party’s

" interest in the weil and share of producuon therefrom until the’ proceeds of the sale of such share,

calculated at the well, or market value thereof if such share is not sold (after deducting production
taxes, royalty, overriding royalty and other interests existing on the effective date hereof, pavab‘]e out of
or measured by the production from such well aceruing with reSpect to such ‘interest urtil it reverts)
shall equal the total of the following:

(a) 100% of each such ‘Non-Consenting Partys share of the cost of any newly acqun-ed su:rface
equipment beyond the wellhead connections (mcludmg. but not lirnited “to, stock tanks, séparators,
treaters, pumping equxpment and p:pmg) plus 100% of each such Non-Consenung Party's share of the
cost of operation of the well commenc.ng with first productxon and continuing until each such Non-
Consentmg Party's .elmquxshed interest shall revert to it under other provisions of this Aruc}e. it being
agreed that each Non-Consentmg Party s share of such costs and equipment will be that interest which
would have been chargeable to each Non-Consentmg Party had it participated in the well from the be-
ginning of the operation; and .

() 300_% of that portion of the costs and expenses of drilling  reworking, deepening. or plugging
back. testmg and compxetmg, after deducting any cash contnbutxons received under Article VHI.C.. and
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300-% of that portion of the cost of newly acguired equipraent in the well (to and including the wel-
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 shall be sold, at the election of the Consenting Party, either to the
Consenting Party's purchaser or to the Non-Consenting Party's purchaser, If
any sale is made to the Non-Consenting Party's purchaser, such Non-Consenting
Party shall direct its purchaser to remit the proceeds receivable from such

- sale direct-to the Consenting Parties until the amounts provided for in this
Article are recovered from the NHon-Consenting Party's relinquished interest.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share
of preduction, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of
all production, severance. gathering and other taxes. and all reyalty, overriding royally and other
burdens applicable to Non-Consenting Party's share of production.

In the case of any reworking, plugging back or deepefﬁd“rilljng operation, the Consenting Parties shali
be permitied 10 use, free of ccst, all casing, tubing and other equipment in the well, but the ownership Qf
all such equipment shall remain unchznged: and upon abandonment of ‘a2 well after such reworking;
plugging back or deeper drilling. the Con isenting Fariies shall account for all such eguipment to the
owners thereof, with each party 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 ihe Conserting Parties shzll furnish each Non-Consenting Party with an in-
ventory of the equipment in and connected to the well. and an itemized statement of the cost of driiling,
deepening. plugging back, iesiing. completing. and equipping the well for production; or, at its optien;
the operzting party, in lieu of an itemized statement of such costs of operation, mey submit a detlailed
statermnent of monthly billings. Each month thereafter, during the time the Consenting Partics are being
reimbursed as provided zbove. the Party conducting the operations for the Consenting Parties shzl! furn-
ish the Non-Consenting Parties with an itemized statement of 21l costs and liabilities incurred in’ the
operation of the well. together with a siziement of 1he guzniity of oil end gas produced irom 1t and the
amount of procéeds rezlized from the sale of the well's working interest production during the preceding
month. In determining the ¢uantity of oil and gzs produced cduring any month, Consenting Parties
shall use industry acceptec methods such as, but not limited to. metering or periodic well tests. Any
amount rezlized from the szle or other disposition of equipment newly acquired in connection with any
such operation vhich would have been owned by g Non-Consenting Party had it participaied therein
shall be credited agezinsi ihe 1oia] unreturned cosis of the work done and of the eguipment purchased,
in determining’ when the inierest of such Non-Conseniing Party shall revert 1o it as abcve provided:
and if there is 2 credit balznce. it thall be paié to such Non-Consenting party.

If and when the Consenting Parties recover from z Non-Censenting Party’s relinguished interest
the amounts provided for zbove. the relincuished interesis ¢f such Non-Consenting Party shall auto-
matically rever: to it. and. from and afier such reversion. such Non-Consenting Party shall own the same
interest in such well. the materiz} ané equipmem in or periaining theréto, and -the production,the’re-
from as such Non-Coénsenting Party would have beéen entitled to had it participated in the drilling,
reworking, ceepzning or piugging back of szid well. Thereafter. such Non-Consenting Party shall be
‘charged with and shall pay its proporiionate part of the further costs of the operation of said well in
accordance with the terms of this agreement and the Accounting Procedure. attached' heréeto.

Notwithstanding the provisions of this Article VI.B.2, it is sgreed that without the mutual consent
;- of al! parties, no wells shall be completed in or produced from a source of supply from which a well
F . located elsewhere on the Contract Area is producing, unless such well conforms to the then- emstmg
. well spacmg pattern for such source of supply.

, The provxs:ons of this Article shall have no apphcanon whatsoe\rer to the drilling of the mmal
" well described in Article VI.A. except (a) when Option 2, Arucle VILD.1., has been selected, or (b)
to the reworking, deepenmg and plugging back of such initial “‘well, if such well ‘is or thereafter shall
prove to be a dry hole or non-commercxal well “after having been drilled to the depth specxﬁed in Article

V9A.

C. Right to Take Productﬁo’n in Kind:

) Each party shall have the r:ght to take in kind or separate]y d:spose of its proporuon.le share of
all oil and gas produced from the Contract Aresd, exclusive of production which:may be used in de-
velopment and producing operations and in preparing and-treating “oil for markehng purposes and"‘
production unavoicably lost. Any extra expenditure incurred in the taking in kind or separate dispo-
‘sition by any party of its proportionate share of the production shall be borne by such -party. Any
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party taking its share of production in kind shall be reduired to pay for only its proportionate share

1

2 of such part of Operator's surface facilities which it uses.

3 .

4 Each party shall execute such division orders and contracts as may be necessary for the sale of its

S interest in production from the Contract Area, and, except as provided in Article VILB. shall be entitled

6 to receive payment direct from the purchaser thereof for its share of all production.

{

8 In the event any party shall fail to make the arrangements riecessary to take in kind or separately

9  dispose of its proportionate share of the oll and gas produced from the Contract Area, Operator shall have
10  the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
1t oil and gas or sell it 10 others at any time and from time to time, for the account of the non-taking
12  party at the best price obtainable in the area for such production. Any such purchase or sale by Op-
13  erator shzall be subject always 10 the right of the owner of the production to exercise at any time its
14 right to take in kind, or separately dispose of, its share of all oil and gas not previously delivered to a
1 purchaser, Any purchase or sale by Operator of any other party's chare of oil and gas shall be only for
16  such reasonable periods of time as are consistent with the minimum needs of the industry under the
17 particular circumstarices, bul in no event for a period in excess of one (1) year. Notwithstanding the
.18  foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party's
‘19 share of gas production without first giving such other party thirty (30) days notice of such intended
20 sale.

21 ‘

22 In the event one or more parties’ separate disposition of its share of the gas causes split-streani de«

23  liveries to" separate pipelines and/or deliveries which on a day-to-day basis for any reason are not
24  exactly equal to a party’'s respective proportionate shzre of total gas sales to be allocated to it, the
-25  balancing or acccunting between the respective accounts of the parties shall be in accordance with
26 any Gas Balancihg Agreement between the parties hereto, whether such Agreement is attached as
- 27 Exhibit “E"”, or is a separate Agreement.

28 A
729 D. Access to Contract Area and Information: A
30
3! Tach party shall have access to the Contract Are2 at zll reasonable times. at its sole risk to inspect

32  or observe operations. and shall hove zcoess at reasonzble times to information pertaining to the de-
- 33 velopment or operation ihereof, including Onerat‘cur'c books and records relaiiing tliciciv. Operaior, upon
2 34 reqguest. shall furnish each of the other parties with copies of 21l forms or reports filed with gover
35 mentzl agencies, dzily crilling reports. well logs, tank tzblec. daily gauge and run tickeis and repurts

36 of stock on hand at the first of each month, and shal!l mezke svailakle camples of zny cores or cuttings
37 taken from any well dritied on the Contract Area. The cost of gathering and ‘ufmthmg information to

38 Non-Operzior, other than that specified above, shall be charged to the Non-Operator that requests the
%3¢  informeation.

40.
41 E. Abandonment of Wells:
42
743 1. Abandonment of Drv Holes: Except for any well drilled pursuant to Article VI.B.2.;, any well
$4  which has been drilled under the ierms of this agreement and is proposed to he completed as a dry hole
<5 . shall not be plugged and abandonec without the 'consent of zll parties. Should Dperator, after diligent
46 effort, be unable to contact any perty. or should any pariyv fail to reply "‘thm forty-eight (48) hours
47 - (exclusive of Saturcdey. Sunday or legzl hohcnc) after *ecexpt of notice oi ihe’ proposal to plug &nd
48 . abandon such well. such party ‘shall ‘be deemed to have consenied to the nroposed abaridonmient. -All
1’49 such wells shall be plugged and abandorec in accordance with applicable regulations and at the cost,
- 50 risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-

jects to the plugging and abandoning such well shall b ememmpmine=iy take over the well and conduct

-

further operations in search ol o0il and 'or gas subject to the provisions of Article VLB.

2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-.
~ worked pursuant to Article VLBZ hereof for which the Consenting Parties have not ‘been fully reim-
- bursed as therein provided, any well which has been covnpleted as a producer shall not be plugged and
abandoned without the consent of all parties. 1f all parties consent to such abandonment, the well shall
be plugged and abandoned in accordirnice with applicable regulanons and at the cost, risk and expense
of an the pames hereto. If, within thirty (30) days after receipt of notice of the proposed abandonment
of such well, all parties do not agree to the abandonment of any well, those wishing to contmue 1ts op-
eration shall tender 1o each of the other parties. its prOpornonate share of the value of the well's salvable
‘material and equipment, determined in accordance with the provisions of Exhibit “C”, less the estimated
cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall
assign to the non-abandoning parties, without warranty, express or implied, hs to title or as to quantity,
quality, or fitness for use of the equipment and material, all of its interest in thé well and related equip-
ment. together with its interest in the leasehold estate as 10, but only as to, the interval or intervals of the
formation or formmatiorns then open to producnon If the interest of the abandoning party is or includes -
an oil and gas interest. such party shall execute and deliver 10 the non- -abandoning parly or parties an
oil and £as lease, limited to thé interval or. intervals of the formation or formations then open to produc~
“tion, for & term of one vear and 50 long. thereafter as oil and or gas is produced from the mterval or inter-
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vals of the formation or {ormations covered thereby, such lease o he on the form attached us Exhibn
“B". The assignments or ieases so limited shall encumpuss the “drilling unit” upon which ine well s
located. The payments by, and the assignments or leases 10, the assignees shall be in a7/ based upon
the relationship of their respective percentages of participation in the Contract Area’ l@ éggregatc— of
the percentages of participation in the Contract Area of all assignees. There shall bc\ readjustment
of interest in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility. liability. 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. Gperator shall coniinue to
operate the assigned well for the account of the ron-abandoning parties at the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of
the separate ownership of the assigned well

ARTICLE VII.
EXPENDITURES AND LIABSLITY OF PARTIES

A, Liability of Parties:

The liability of the parties shall be sevéral. not joint or coliective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate share of the cosis of developing
and operating the Contract Area. Accordingly. the liehs granted among the parties i Articie VII.B. are
given to secure only the debts of each severally. It is not the intention of the parties to create. nor zhall

" this agreement be construed as creating. a mining or other partnérship or associaiion. or to render the

parties liable as partners. It is not the intention of the parties tnat this contract is

gnade or intended for the benefit of any third person.

B. Liens and Payment Defaults:

Each Non-Operator grants to Dperator a lien upon its oil and gas rights in the Coniract Area. and a
security interest in its share of oii and or gas when sxtracied and its interest in all equipment, (0 secure
payment of its share of expense, together with interést thereon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C”. To the exient that Or<rator has a security interest under the
Uniform Comrnercial Code of the State. Operator shal! be entiiled to exercise the rights and remedies
of a secured pariv uncder the Code. The bringing of a suit and the obtaining ¢f judgment by Oper ator
for the securad indebiedness shall not be deemed ar eleciion of remedies or othérwise affect the lien
rights or security interest as seécurity for the payment ihereof. In addition, upon cdefzull by any Non-
Operator in the payment of its share of expense, Operator shall have the right, without prejudice tc
other rights or femedies, to collect from the purchaser the proceeds from tie sale of such Non-Operator’s
share of oil and or gas until the amount owed by such Non-Operaior, pius interest nas been paid. Each
purchazer shall be entitled to. rely upon Operator’s written statement concerning the amount of any de-
fault. Operator grants a like lien and security interest to the Non-Operators to secure pavment of Op-
erator's proportionate share of exgense.

If any party fails or iz unable to pay :ts share of expense within sixty (60) days aiter rendition of
a statement therefor by Operztor. the non-defaulting parties. including Operator, shall. upon request by
Operator. pay the unpaid amount in the proportion ihat the interest of each such party bears ‘to the in-
terest of all such parties. Each party so paying its share of the unpaid amount shall. to obtain reimburse-
ment thereof. be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operalor shal} proinptly pay and dlscharge eéxpenses
incurred in the development and operation of the Contract JArea pursuant to this agreement and shall
charge each.of the parties hereto with their respective prOporuonaLe shares upon the expense basis pro-
vided in' the Accounting Procedure attached hereto as  Exhibit ~C". Operator shall keep an accurate
record of the joint account hereunder. showing expenses incurred and charges and credits made and

e

received. kA

-r_h

-Operator, at its electlon shall have the right from ume w time to demand and receive t'tom the

‘other parties payment in advance of their’ respective shares of the estimatéd amount of the e\ggnse to

te incurred in operations hereunder during the next succeeding month. which right may be exercised only
by submission to each such party of an itemized statement of such estimated expense, together with

_.an inveoice for xts share thereof. Each such statement and invoice for the payment in- adva gce of esti-.

mated expense shall be submitted on or before the 20th day of the next preceding month -Each party
shall pay to’ Operator its proportionate share of such estimate ‘within fifteen’ (15) da)'s aftex such es<
timate and invoice is received.  If any party. !aa]s to pay its share of said esumate w:th\m saxd-,l.:me the
amount due shall bear interest as provided in "Exhibit “C™ until paid. Proper adJusLment shall. be

made monthly. between advances and actual expeiise to the end that each party sha}}-ﬂbm-en&vpnﬂts—
proportionate share of actual expenses mcurred and no more.

-8-
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Liniitation of Expenditures:

1. Drill_or Deepen: Without the consent of all partics, no well shall be drilled or deepened, ex-
*pt any well drilled or deepened pursuant to the provisions of Article VI.B.2. of this Agreement, it being
nderstood that the consent to the drilling or deepening shall include:

1 Option No. 1: All necessary expenditures for the drilling or deepening, testing, completing and
auipping of the well, including necessary tankage and/or surface facilities.

| 1 Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well, When

ich wwell has reached its authorized depth, and all tests have been completed, Operator shall give im-
tediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
:ceiving such notice shall have forty-eight {48) hours (exclusive of Saturday, Sunday and legal holi-
ays) in which to elect to participate in the setling of casing and the completion attempt. Such election,
"hen made, shall include consent to all necessary expenditures for the completing and equipping of such
; "ell, including necessary tankage and/or surface facilities. Failure of any party receiving such notice
3 reply within the period above fixed shall con3titute an election by that party not to participate in
1@ cost of the completion attempt. If one or more, bul less than all »f the partirs, elect 1o set pipe and
> attempt a completion, the provisions of Article VI.B.2. hereof (the phrase ‘“reworking, deepening or
Tugging back’ as contained in Article VI.B.2. shall be deemed to include *‘completing”) shall apply to
ne 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
ack except a well reworked or plugged back pursuant to the provisions of Article VL.B.2. of this agree-
1ent, it bei'ng understood that the consent {0 the reworking or plugging wvack of a well shall include
onsent to all necessary expenditures in conducting such operations and completing and equipping of
aid well, including necessary tankage and/or surface facilities.

3. Other Operations: Operator shall not underiake any single proiect reasonably estimated to require

n expenditure in excess of ___Twenty-Five Thouysand - - - - - - Dollars ($_25,000.00 )
xcept in connectior with 2 well, the drilling, reworking, deeperning, 'oletirc recomp]e;=r'~o; ‘plug-
ing back of which has been previcusly auilbcrized by o purscant to ihis agreément; 'f., .".3, how -

ver. that. in case of explosion. fire, floed or other sudden imergency. uheth‘r of the szmé’ or d:fferem
iature. Operator may take such steps and incur such expenses as’in its opinion are required to qeal with
he emergency to safeguard life and property but Operator. as promptlv as possible. shall report the ecmer-
‘ency to the other parties. 1f Operzior prepares "‘utho'x.\ for Experditures” for its own use,
Jperator, upon request. shall furnish copies of its “Authority for Expenditures” for any. single project
osting in excess of _Fifteen Thousand - - - - - - - - - ‘Dollars (s _15.000,00 ).

3. Rovalties, Overriding Royalties and Other Payments:

Each party shall pay or deliver, or cause 1o be paid or cdelivered, 2all rovalties to the extent of
20% of 8/8 due on its share of procuction and shall hold the other parties free

rom any lizbility therefor. If the interest of any party in any oil and gas lease covered by this agree-

nient is subject o any roy .:h) overriding royaliy, procuction pavyment. or other charge over and above

e gforeszid rovalty, such party shall assume ¢nd alone bear all such obligations and shall account

or er cause to be accounted for, such interzst 10 the owners thereof. '

No party shall ever be respon<1b]e on any price basis higher than the price received by such party,
o any other pariy’s lessor or royalty owner; and if any such other party’s lessor or royalty owner should
Eemand and receive settlements on 2 higher price basis. the party contributing such lease shall bear the
oyalty burden insofar as such higher price is concerned. ‘

. Rentals, Shﬁt;ih Well Payments and Minimum/Royalties:

Rentals, shut-in well payments and minimum royalties which may be reguired under the !erms of

ny ‘lease’shall be paid by the party or parties who subjected such lea.se to this agreement at its or their
xpense. In the event two or more parties own and have contributed interests in the same lease tc this
reement; suca parties may designate one of such parties to make said payments for and on behalf of all
ch- .parties. Any party may request, and shall be entitled to receive, proper evidence of all such pay-
ats. ‘In the event of failure to make proper payment of any rental, shut-in well payment or minimum
oyalty through mistake or oversight where such payment is required to continue the lease in force,
ny loss which results from such non-payment shall be borne in accordance with the provisions of Article

V.B.2. : y

" Operator shall notify Non-Operator of the anticipated completion of a shut-in’ gas well, or the shut-
\g. in or return to proeduction of a producing gas well, at least five (5) days (excluding Saturday, Sun-
iay and holidays). or at the earliest opportunity permitted by circumstances, prior to taking such act:on.
t assumes no liability for failure to do so. In ‘the event of ‘failure by Operator to so nonfy Non-

N9

: :‘_rator the loss of any lease contnbuted hereto by I\'on-Operator for faxlure to make timely payments

T 1-9-
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o! any shut-in well payinent shall be borne jointly by the parties hereto under the provisions of Article
1V.B.3.

G. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render 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 te burdens (1o include, but not be
limited to, royalties, overriding royalties and nroduction paymients) on leases and ¢il and gas interests ~on-
tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
being subject to outstanding excess royalties, overriding royalties or production payments, the reduction in
ad valorem taxes 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 ovmers so as to reflect the benefit of such
reduction. Operator shall bill other parties for their proportionaie share of all tax payments in the man-
ner provided in Exhibit "C”,

1t Operator considers any tax assessment improper, Operator may, at its discretion, protest within
the time and manner prescribed by law, 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 proiested assessment shall have been finally determined, Opera.or shall pay

" the tax for' the joint account, together with any interest and penalty accrued, and the ‘atal 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 respect to the production or handling of such party's share of cil and/or gas pro-
duced under the terms of this agreement.

H. Insurance:

At 2]} times vhile ooe.anont are conducted hereunder, Operator shall comply with the Workinen’s
Compensation Law of the State where the operations are being conducted; orovided. however, that Op-
erator may be a self-insurer for lizbility under szid compensation laws in which event the only charge
that shall be made to the joint account shall be an amount equivalient to the premium which would have
been paid had such insurance been obtained. Operztor shall also carry or provide insurance for the
benefit of the joint account of the parties as ouilined in Exhibit “D", attached to and made a part hefeof.
Operztor shall require al) contraciors engaged in work on or for the Contract Arez to comply with the
Workmen's Compensation Law of the State where the operztions are being conducted and to maintain”
such other insurance as Operator may reguire.

In the event Automobile Public Liability Insurznce is specified in said Exhibit “D”. or subsequently
receives the approval of the parties. no direct charge shall be made by Operator for premiums paid for
such insurance for Operator's fully cwned automotive equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered: by this zgreement, insofar as they embrace acreage in the Contract Area, shall
not be surrendered in whole or in part unless all parties consent thereto.

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 desiring to surrender shall assign, without express
or 1nphed warranty of title, all of its interest in such lease, or portion thereof, and any well, material and
equipment which may be located thereon and any nghts in production thereafter secured, to ‘the pames
not desiring to surrender it. If the interest of the assigning party includes an oil and gas interest, the as-
signing party shall ‘execute and deliver to the party or parties not desiring to surrender an oil and gas
lease covering such oil and gas interést for a term of one year and so long thereafter as oil and/or gas
is produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit “B".
Upon such assignment, the assigning party shall be relieved from all obligations: thereatter accruing,
but not theretofore accrued, with respect to the acreage assigned ang the operatzon rz‘ any well thereon,
and the assigning party shall have no further interest in the lease assigned and its equxpr'°nt and pro-

- ducttcm other than the royalties retained in any lease made under thé terms of this Article. The pames

assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any wells
and equipment on the ausigned acreage. The value of all matenal shall be determined in accordance
with the provisions -of Exhibit “C™‘jess the estimated cost of salvaging and the estimated cost of plug- -~
ging and abandening. 1f the assignment is in favor of more than one party, the assigned interest shall
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be shared by the parties assignee in the proportions that the interest of each bear- to the interest of all
parties assignee.

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

B. Renewal or Extension of Leases:

If any party secures a renewal of any oil and gas lezse subject to this Agreement, all other parties
shall be notified promptly, and shall have the right for a period of thirty (30) days following receipt
of such notice in which to elect to participate in the ownership of the renewaj iease, insofar as such
lease affects lands within the Coritract Area, by paying to the party who acquired it their severa) proper
proportionate shares of thc --guisitior. cost allocated tc that part of such lease within the Contract Area,
which shzll be in proporiion to the interests held at that time by the parties in the Contract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal Jease, it
shzall be owned by the parties who elect to participate therein, in a ratio based upon the relationship of
their respective percentage of participation 1in the Contract Area 1o the asggregate of the percentages
of participation in the Contract Area of all parties participating in the purchase of such renewal lease
Any renewal lease in v hich less than all parties elect to participate shall not be suibject to this agreement.

Each party who participates in the purchase of a2 renewal jease shall be giver an assignment of its
proportionate interest therein by the acquiring party.

The provisions of this Article shall apply to renews)] leases whether they are for the entire interest
covered by the expiring lease or cover onlv a purtion of ils area or an iriterest therein. Anv renewal lease

‘1aken before the expiration of its precdecessor lease, or taken ¢: ~ontracted for within six (6)-months after

]

the expirztion of the exisiing lease shail be subject to this provision: but zny lease taken or coniracied
re than six {6) months after ine expiration of an existing lease shall not be deemed 2 renewal

I3

d

o
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lease and shzll not be subject to the provisions of this agreement.

The provisions in this Article shzll apply glso and in like manner 10 extensions of oil ana gas
leases.

C. Acreage or Cash Contributions:

While this agreement is in force. if any party contracts for a contribution of cash toward the drilling
of a weli or an_\"otheyr operation on the Contract Arez. such contributior. shail be pzaid to the party who
conducted the drilling or other cperation and shall be appli‘ed ty it against the cost of such drilling er
other.operation. 1f the contribution be in the form of acreage, the party to whom the contribution is
made shal! promptly tender an assignment of the acreage. without warrantv of tite, to the Drilling
Parties in the proportions said Drilling Parties shared the cost of drilling the well. 1f 2}i parties hereto
are Drilling Parties and accept such tender. such acreage shall become a part of the Contract Area and
be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
accept such tender, such acreage shail not become a part of the Contract Area. Each pariy shall prompt-
Iy notify all other parties of all acreage or money contributions it may obtain in support of any well or
any other operation ¢n the Contract ‘Area.

If any party contracts for any consideration relating to disposition of such part> S share of substances
produced hereunder, such ‘consideration shall not be deemed. a contribution as contemplated in this

~ Article VIII.C.

_ D. Subsequently Created Interest:

Notuzthstandxng the provisions of Article VIII.E. and VIIIG,, 1f any party hereto shall subsequent

to execunon of this agreement, create an overriding royalty, production payment, or net proceeds inter-
est, which such interests are here:nafter referred to as *‘subsequently created interest”, such subsequently
created interest shall be specifically made sub)ect to all of the terms and provisions of this agreement. as

- follows

1. ‘If non-consent operations are conducted pursuant to any provisibn of this agreement, and the
party conductmg such operations becomes enntled to receive the production attributable to the interest
out.of which the subsequently created mterest is denved such party shall receive same free and clear

of such. subsequently created interest. The party creating same shall bear and pay all such subsequently

created interests and shall’ mdemm!y and hold the other parties hereto tree and harmless from any and
all liability resulting therefrom. .
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2. If the owner of the interest from which the subsequently crealed interest js derived (1) fails to
pay, when due, its share of expenses chargeable hereunder, or (2) elects to abandon a well under pro-
visions of Article VLE. hereof, or (3) elects to surrender a lease under provisions of Article VIILA.
hereof, the subsequently crezted interest shall be chargeable with the pro rata portion of all expenses
hereunder in the same manner as if such interest were a working interest. For purposes of collecting
such chargeable expenses, the party or parties who receive assignhments as a result of (2) or (3) above
shall have the right to enforce all provisions of Article VII1.B. hereof against such subsequently created
interest,

" E. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests
covered by this agreement, and notwithstanding any other provisions to the contrary, no party shal}
: sell, encumber, transfer or make other dispcsition of its interest in the leases embraced within the Con-
i+ tract Area and in wells, equipment and production unless such disposition covers either:

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

Every such sale, encumbrance, transfer or other disposiion made by any party shall be made ex-
! pressly subject to this agreement, and shall be made without prejudice to the right of the other parties.
If, at any time the interest of any party is divided among and owned by four or more co-owners,
v Opersator, at its discretion, may reguire such co-owners to appoint 2 single trustee or agent with full
B authority to receive notices, approve expenditures, receive billings for and approve znd pay such para's .
share of the joint expenses, and to dez! generally with, and with power {o bing, the co-owners of such
H party’s interests within the scope of the operations embraced in this agreement; however, zll such
co-owners shall have -the right to enter into and execute all contracts or agreements ior the disposition
! of their respective shzres of the oil and gas produced f{rom the Ccntract Area and they shall-have the
right to receive, separafelyv. pzyment of the sale proceeds hercof.

F. Waiver of Right to Partition:

‘It permitied by e laws of the siate or staies in which the property covered hereby is located, each

party hereto owning an undivided Interest in the Contract Area waives any and all rights it mzy have
to partition znd have set aside 1o it in severzliy its undivided interest therein.

—Shouldenr ety desirio st orenrrerro i intererteunder il rpretmeni ot rights
the Corntract Area, it shall premptly give written notice to the other parties, witk3«il infor-

s Dproposed szle, which shall include the name and address of =€ prospeciive. pur-
-Ung and able to purchase), the pt.rchase ~ice, and ail other terms of
have an optionzl prior et for a period of ten (10) davs zfter
onditions the interest which the other pariv
g DchHasmg par ies shall share the puf-

interesiIys
mation concernin
chaser {who must be reacy;
the offer. The other parties shall e
receipt of the notice, to purchase on the same
propcses to sell: and, if this optional rxght j
chased interest in the proportions §-
parties. However, there s v»here an) party \A']ches

; m'.on, or sale -
rent

1
PE‘!! WS 'ejv--s) UK &x't. —stoth:

| ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

. This agreement is not-intended to create, and shall not be goxistrued to create; a relationship of part-
| nership or an association for profit between or among the parties hereto. Notwithstanding any pro-
f  visions herein that the rights and: liabilities hereunder are several and not joint or collective, or that this
agreement and operations’ hereunder shall-not ‘constitute a parinership, if, for Federal income tax pur-
poses, this agreement and the operations hereunder are regarded as a partnership, each party hereby
affected elects to be excluded from the application of au of the provisions of Subchapter “K”, Chapter
1. Subtitle “A”, of the Internal Revenue Code of 1954 ‘as permitted and authorized by Section 761 of
‘the Code and the regulations promulgated thereunder. Operator is authorized and directed to execute on
» - behalf of each -party hereby affected such evidence of this election as may be required by the Secretary
“of the Treasury of the United States or the Federal Internal Revenue Service, including spe'-mcally. but”
* _not by way of hzmtauon. all of the returns, statements;. and the data required by Federal Regula-(

tions 1.761. Should there be any requirement that each party hereby affected give further evxdence of

thié election, each such party shall execute such docurnents and furnish such other evidence as may be
- required by the Federal. Internal Reveniie Service or as may be necessarv 10 evidence this election. No
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such party shall give any notices or take any other actiun inconsistent with the election made herebdy.
If any present or future income tax laws of the state or states in which the Contract Area is Jocated or
any future income tax laws of the United States contain provisions similar to those in Subchapter “K",
Chapter 1, Subtitle “A", of the Internal Revenue Code of 1954, under which an electicn similar to that
provided by-Section 761 of the Code is permitied, each party hereby affected shali make such eleciion as
may be permitted or required by such laws. In making the foregoing election, each such party states 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 mayv ceftle anv single damage claim or suit arising from operations hereunder it the ex-
penditure does not exceed Seven Thousand Five Hundred - = = = = = « - = - - Dollars
($_7,500.00 ) and if the payment is in compliete settlement of such claim or suit. If the amount
required for settlement exceeds the above amount, the parties hareto shall assume and take over the
further handling of the claim or suit, unless such authority ic delegated to Operator. All costs and ex-
pense of handling, seitling. or otherwise discharging such claim or suit shall be at the joint expense
of the parties. If 2 claim is made against any party or if any party is sued on account of any matter
arising from operations hereunder over which such individual has no centrol because of the rights given
Operztor by this agreement. the party shall immediztely notify Operator, and the ¢laim or suit shall
be treated as any other claim or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

If any party ic rencered unable, wholly or in part, by forece majeure to carry out its obligations
under this agreement, other than the obligation to make money payrents, that party shall give to all
other parties prompt written notice of the force mzjeure with reasonadly full j'articulars concerning i:
t‘)ereupon ““he obligatiorns of the party giving the notice. so fzr as they zre affected by the force majeure,
shall be suspended during, but no longer than. the continuance of the force majeure. The affected party

shall -use all rezsonable diligence to remove the force mezjeure siluation as quickly zs practicable.

The requirement thai any forre majeure shzl) be remedied with zll reasonsble dispatch shzll not
reguire the setilernent of strikes. Jockouts, or other labor difficulty by the party involved, contrary toits
wishes: how zll such difficulties shzll be handled shzll bhe entirely within the discretion of the party
ccncerned.

The term “force mzjeure”, as here employed, shall mean anr act of God. strike. lockout, or other
industrigl disiurbance. act of the public enemy, war. blockade, public riot, lightning, fire, storm, flooc.
explosion. governmental action, governmental delay. resiraint or inaction. unavailability of equipment.
2nd any other cause. whether of the kind specifically enumerated above or otherwise, which is not
reasonably within the control of the party claiming suspension.

ARTICLE XIL
NOTICES

) Al notices guthorized or required between the pariies, and required by any of the prdvisions of
this agreement, ‘unless otherwise specifically provided, shzll be given in writing by United States mail
or Westéern Umon telegram, postage or charges prepaid, or by teletype, and addressed to the party 10
whom the notice is given at the aadresses listed on Exhibit “A". The orxgmatmv notice given under any
provision hereof shall be deemed given onlv when received by the party to whom such notice is directed,
2nd 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 shall be deemed given when deposited in
the United States mail or with the Western Union Telegraph Company, with ‘postage or charges prepaig,
_or when sent by teletype Each pariy shall have the right to change its address at any time, and from
-time 10 time, by giving written notice hereof to all other parties.
ARTICLE XIIL
o : v “TERM OF AGREEMENT

Thls agreement shall remain in full Iorce and etfect as to the oil and gas leases and/or ¢il and gas in-

- terests subjected hereto for the period of time selected below provxded, however, no party hereto shall

-ever be construed as having any right, title or mterest in or to any lease, or oil and gas interest con-
mbuted by any other party beyond the term of this agreemenL .

L‘ Ogtxon No. 1: So long as any of the oil and gas leases subject to this agreement remain or are con-
- tinued in farce as to any part-of the Contract Area, whether by production, extension, renewal or other-
" wise, and/or so long as oil and/or gas production continues from any lease or oil and gas interest.

e

»——_—_—__
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;Notwiihstanding anything herein to the contrary, if any an-(lberator neglects or fails

-

S

% Option No. 2: In the event the wel}l described in Article VLA, or zny subsequent well drilled
under any provision of this agreement, results in production »f oil and ‘or gas in paying quantities, this
agreemert shall continue in force so long as any such well or wells produce, or are capable of produc-
tion. and for an additional period of _12{) days from cessation of all production; provided, however
if, prior to the expiration of such additional period. one or more of the parties herelo are engaged in
drilling or reworking a well or wells hereunder. this agreement shall continue in force until such op-
erations have been completed and if production results therefrom, this agreement shal) continue in
force os provided herein. In the event the well described in Article VI.A., or any subscguent well
drilled hereunder. results in a dry hole. and no other well is producing. or capable of producing oil
and ‘or gas from the Contract Arvea, this agreernent shall terminate unlrss drilling or reworking opera-
tions are commenced within_~]_ZQ~_dag's from the daie of abandonment of said well.

I is agreed, however, that the termination of this agreement shall rot relieve any party hereto from
any liability which has acerued or attached prior to the date of such lerrination.

ARTICLE XIV. ~
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the commitled
acreage js located, 1o the valid rules, regulaticns. and orders of any dulv constituted regulatory body of
said state: and to all other applicable federal. siate, and Jocal laws, ordinances. rules. regulations. and
orders.

B. Governing Law:

The essentjal validity of this agreement and zall matters pertaining thereto. including, butl not lim-
ited to. matlers of performance, non-performance, breach. remedies, procedures, rights, duties and in-
lerpretztion or construction, shall be governed and deterrnined by the law of the siste in which the
Contract Area is located. If the Contract Arez is in two or more states, the law of the stale where most
of the land in the Contract Arces is lecated shall govern.

ARTICLE XV.
OTHER - PROVISIONS

Non-Operators agree to indemnify and hold Operator harmless 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
any stastute, law, resolution or similar mandate, or any rules, rulings, regulations
or orders of any reguiatory agency having any jurisdiction over the Contract Area
to the extent Operator's interpretation or application was made in good faith.
Non-Operators further agree to reimburse Operator for the Non-Operators' proportionate
part of any amounts Operator may be required to refund, rebste or pay as a result
of an incorrect interpretation or application of such statutes, laws, resolutions
or similar mandates, rules, rulings, regulations or orders, together with the
Non-Operators' proportionate part of interest and penalties owing by Operator

as & result of such incorrect interpretation or application of such statues, laws,
resclutions or similar mandates, rules, rulings, regulations or orders.

to pay sums due and owing Operator hereunder for a period of "thivty (30) days after
receipt of invoice therefor, Operator may notify Non-Operator of its election to
regard such non-operating party as a non-consenting party hereunder as-to'said costs,
if such costs would normally be costs subject to the provisions concerning
operations by less than all parties under this operating agreement. If Non-,
operator fails to pay such amount within ten days after receipt of such notYce, =
Operator's election shall be automatically effective. Non-Operator shall refro-
actively be subject to the non-consent provisions of Article VI hereof, theisame
as if such party had elected to be a non-consenting party at the jnceptiond
operation, but only with respect to the sums’'remaining unpaid, and any futuyre
Sums to be paid by such Non-Operator. This provision shall not be applicabig-
to any sums invoiced by Operator which Non-Operator contests in good fa/ift_h N,.,_‘
_ o : : . S ST, 3 A
.. Upon request, Operator shall furnish Non-Operators with copies.éfim?fﬁ'ﬁngs
made with any regulatory agency, including those made pursuant to,th‘e’_‘:.Nit@a‘]; Gas
Policy Act of 1978, as the same may be amended or superseded. \f-_;'.\,°~‘ A

e
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The interest of Corona 0il Company herein is expressly made subject
to that certain Amendment To Agreements effective April 1, 1982, by and
between Mesa Petroleum Co., MIS lLimited Partnership, Cerona 0il Company,
Pecos Slope Royalty Trust and Newkirk Royalty Trust.

-1l4a-
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ARTICLE XVI.
MISCELLANFEQUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their
respective heirs, devisees, legal represenfatives, successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered
an original for ail purposes.

e I L o DD

©w

IN WITNESS WHEREOF, this agreement shall be effective as of __3rd_ duyof _April
19 _82 .

e e
w N~ o

OPERATOR
ATTEST: MESA PETROLEUM CO. in its capacity as
Gienera) Partner of MTS LIMITED PARTNERSHIP
Jﬂ oA /} . . 7 .
7 s : , -
Q\WLJ //@bé:: By ey & 4_...0 A(
Assistant Secretary Marion t. Causey, Vice President Y
Mesa Petroleum Co., GenerST'QFETR&T—b v
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NON-OPERATORS
CORONA OIL COMPANY
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BY:

o~
w0

wWow
-

TENNECO OIL EXPLORATION AND PRODUCTION
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XX
o o
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F. ANDREM GRNOMS

W W W
O W 0~

BY:

oo
™~ —

CARL A. SCHELLINGER

L R -
D W

BY:
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Mesa #1 Neal Com. Operating Aareement

‘between Mesa Petroleum Co. as Nnerator
and Corona 011 Company and Ténneco 011
Exploration & Production, et al, as
Non-QOperators. ‘
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ARTICLE XVI.
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their
respective heirs, devisees, legal representatives, successors and assigns.

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

W =IO W N

10 IN WITNESS WHEREOF this agreemcnt shall be effective as of __ 3rd  day of April
11 19_82._.

12 OPERATOR

MoOATTEST: MESA PETROLEUM CO. 1in its capacity as
15 heneral Partner of MTS LIMITED PARTNERSHIP

18 67(éﬁ<42§£;,/Cf7 /Z>;7/éii:: 8v: [Nl pras & éf:;‘.1¢> /*ff/
sistant Secretary - Marion E. Causey, Vice Presidept LD
20 Mesa Petroleum Co., Gener@?t‘n‘ér— v

24 NON-OPERATORS
CORONA OIL COMPANY

8Y:

31 © TENNECO OIL EXPLORATION AND PRODUCTIGN

34 BY:

37 F. ANDREN GROOMS

40 . BY :

43 CARL A. SCHELLINGER

46 ‘BY:

61 Mesa #1 Nea1 Com. Operatmg Aqreement
62 between Mesa Petroieum Co. as Overdtor
63 and Corona: 0il Compan_y and Tenneco 011
64 Exploration & Production, et al, as

65 Non-Operators.




EXHIBIT "A"

Attached to and made a part of that certain Operatina Aqreement
dated April 3, 1982, by and between Mesa Petroleum Co. as Operator,
Corona 0i1 Comoany and Tenneco 031 Exploratior and Production, et al,
as Hon-Operators.

PART I. Contract Area is defined as:
lLots 3.4 and the S:NW4 of Section 5,
T-7-S, R-26-E, N.M.P.M., Chaves County, New Mexico

PART 11I. MWorkina Interest Ownership:

MTS Limited Partnership 34,376%
Corona 0il1 Company "34,375%
Tenneco Qi1 Exploration & Production 25.000%
F. Andrew Grooms 2.875%
Carl A. Scheliinner 2.875%
Unleased 0.500%

PART 111. Leases included in Contract Area subject to this Agreement:

A, 031 and Gas lLease

Book 200, Paqe 82, Miscellaneous Records, Chaves County

Clerk's Office, Chaves County, New Mexico

Lessor: Lake J. frazier, et ux

Lessee: F. Andrew Grooms

Mesa OP 05-NM-0138-0253-001

Description: Insofar and only insofar as 1t covers the
MWy, Section 5, T7-7-S, R-26-E, N.M,P.M,
Chaves County, New Mexﬂco

B. 9011 and fhas Lease
Book 200, Page 80, Miscellaneous Records, Chaves County
Clerk's Office Lhaves County, New Mexico
Lessor: John P. Cusack
Lessee: F. Andrew G.ooms

ANED AAD
Mesa m’ OE-NM- Cl3° 0253-00¢

Description Insofar and only insofar as it covers the
NWy, Section 5, T-7-S, R-26-E, N.M.P.M.
Chaves County, New Mexico

C. 011 and 5Sas Lease

Book 200, Paqe 331, Miscellaneous Records, Chaves County

Clerk's 0ff1ce Cﬁaves County, New Mexico

Lessor: wwlliam J. Schnedar, et ux

Lessee: F. Andrew Grooms

Mesa 0P N5-RM-0138-N253-0N03

Description: Insofar and only insofar as it covers the
Nuly Section 5, T-7-S, R-26-E, N.M.P.M,,
Chaves County, New Mecho

0. 041 and Gas Lease

Book 199, Paae 460, Miscellaneous Records, Chaves County

Clerk's 0ff1ce Chaves County, New Mexico

Lessor: David J. Sorerison, et ux

tessee: F. Andrew frooms

Mesa OP 05-NM-0138-0253-004

Description: Insofar and only insofar as it covers the
N, Section 5, T-7-S, R-26-E, N.M.P.M.
Chaves County, New Mex1co

E. 01 and fRas Lease

Book 200, Page 907, Miscellareous Records, Chaves County

Clerk's 0ff1ce Chaves County, New Mexico

Lessor: Carr1e Lee Waqner

Lessee: F. Andrew Grooms:

Mesa OP 05-NM-0138-0253-012

“Description: Insofar and only insofar as it ‘covers the
NW%, Section 5, T-7-S, R+26-E, N.M.P.M.,
Chaves County, New Mex:co ‘




EXHIBIT "A"

Page Two -

04l and Gas Lease

. 011 and Gas Lease

Book 20k, page 247, Miscellaneous Records, Chaves County
Cierk's 0ff1ce, Chaves County, New Mexico
Lessor: Isabel D. Smith
Lessee: F. Andrew Grooms
Mesa OP 05-NM-0138-0253-013
Description: Insofar and only insofar as it covers the
' NW/4, Section 5, T-7-S,R-26-E, N.M.P.M.,
Chaves County, New Mexico

. 0i1 and Gas Lease

Book 198, page 431, Miscellaneous Records, Chaves County

Clerk's Office, Chaves County, New Mexico

Lessor: Mary Ruth McCrory

Lessee: F. Andrew Grooms

Mesa 0P 05-NM-0138-0257-001

Description: Insofar and only insofar as it covers the
NW/4, Section 5, T-7-S, R-26-E, N.M.P.M,
Chaves County, New Mex1co

. 091 and Gas Lease

Book 198, page 425, Miscellaneous Records, Chaves County

Clerk's Office, Chaves County, New Mexico

Lessor: W. T. Reed

Lessee: F. Andrew Grooms

Mesa 0P 05-NM-0138-0257-002 o

Description: 1Insofar and only insofar as it covers the
NW/4, Section 5, T-7-S, R-26-E, N.M.P.M,
Chaves County, New Mex1co

; 041 and Gas Lease

Book 201, page 1021, Miscellaneous Records, Chaves County

Clerk's Office, Chaves County, New Mexico

Lessor: Joe (. Kranz et ux

Lessee: F. Andrew Grooms

Mesa 0P 05-NM-0138-0287-000

Descripticn: Insofar and only insofar as it covers the
NW/4, Section 5, T-7-S,R-26-E, N.M.P.M,,
Chaves County, New Mexico

011 and Gas Lease

Book 213, Page 975, Miscellaneous Records, Chaves County

Clerk's Office, Chaves County, New Mexico

Lessor: Odie L. Sparks

Lessee: F. Andrew Grooms

Description: Insofar and on]y insofar as it covers the
SULNW;, Section 5, T-7-S, R-26-FE, N.M.P.M.,

Chaves County, New Mexico

Book 212, Paqe 327, M1sce11aneous Records, Chaves County
Clerk's Offwce Chaves County, New Mexico

Lessor: Joyce Sparks Madsen

Lessee:  F. Andrew Grooms

Description: Insofar and only insofar as it covers. the

SWINWY, Section 5, T-7-S, R-26-E, N.M.F.M.,
Chaves County, New Mexico

011 and Ras Lease

~ Book 210, Paae 787, M1sce11aneous Records, Chaves County

Clerk's Offwce, Chaves County, New Mexico

Lessor: James H. Sparks

Lessee: F.. Andrew Grooms

Description: Insofar and only insofar as it zovers ‘the
SWuNW%, Section 5, T-7-S, R-26-E, N.M.P. M
Chaves County, New Mex1co




EXHIBIT "A"
Pane Three

M. 01l and Gas Lease

Book 210, Paae 473, Miscellaneous Records, Chaves County

Clerk's Office, Chaves County, New Mexico

Lessor: Irene Sparks Brewer

Lessee: F. Andrew Grooms

Description: Insofar and only insofar as it covers the
SWiNWY, Section 5, T-7-S, R-26-E, N.M.P. M.,
Chaves County, New Mexico

N. 0il and Gas Lease

Book 211, Paae 295, Miscellaneous Records, Chaves County

Clerk's 0Office, Chaves County, New Mexico

Lessor: John Sparks

Lessee: F. Andrew “rooms

Descripntion: Insofar and only insofar as it covers the
SMELNMY Section 5, T-7-S, R-26-E, N.M.P.M.,
Chaves Countyv, Mew Mexico

0. 011 and Gas Lease ‘

Book 210, Pane 785, Miscellaneous Records, Chaves County

Clerk's Office, Chaves Countiy, New Mexico

Lessor: Adeline Sparks Beard

Lessee: F. Andrew Grooms

Description: Insofar and oniy insofar as it covers the
SWLNM;, Section 5, T-7-S, R-26-E, N.M.P. M.,
Chaves County, New Mexico

P. 011 and Ras Lease . ;
Book 212, Page 654, Miscellaneous Records, Chaves County
Clerk's Offlce Chaves County, New Mexico
Lessor: Matt1e Lou Sparks Lee
Lessee: F., Andrew Grooms
Description: Insofaﬁgand 0n1y insofar as it covers the

SHLNWY  Section 5, T.7-S, R- ?6 F, N.MP.M,
Chaves Countv, New Mex1co

PART 1V. Addresses of Parties:

Mesa “Petroleur Co.
Suite 1000, Vauahn Bu11d1na
Midland, Texas 79701

Tenneco Nil Exploration & Production
6300 Park Ten Blvd.

Suite 200 N -~

San Antonio, Texas 78213

Attn: Rex Bourland

Corona 011 Comoany .
4835 LBJ Freeway, Suite 635
Dallas, Texas 75234 5

F. Andrew Grooms
P. 0. Box 908
Roswell, New Mexico 88201

~ Carl A. Sche]llﬁner
P. 0. Box 447
Roswell, New Mexico 88201




EXHIBIT “8" ;
Attached to and made a part of that certain Operating Agreement dated April 3, 1982,
Producer's 88—~-(Producer's Revised 1567) [(New Mexico) Form 342.U Printed ond for sole by Holl-Poorbough Pres:, Inc., Roswell, N. M.

OIL & GAS LEASE

— day of - I e, betwern

THIS AGREEMENT mades this

- —— [N | S

(Prat Oftice Address)

herein called lessor (whether one or more) and - f— - . Jeszce:

1. Lessor, in conrideration of TEN ANL OTHER DOLLARS in hand paid, receipt of which is here scknowledwed, and of the royslties herein provided and
of the apreeraents of the lesser hercin conteined, heredy grants, Jeases and fetr exclutively unta lessee for the purpose of investigsting, exploring, proapecting,
driling, and opereting for and producing oil and sas, Jnjecting gas, waters, other fluids, and air into subsurfsce strats, laying pipe lines, tloring oil, building
tanks, ropdways, telephone lines, and olher siructures knd things thereon 1o produce, save, teahe care of, tregl, Drocers. store snd trensport ssid minerals, the

County, New Mexico, to-wit:

following duscribed Iand in

~ kcres, whether It actually

$or the purpose of calculsting the rentel paymenrts herzinafter provided for, said land it estimated to comprize

comprises mMore or fess.

2. Subject to the otntr provisions herein contained, this léare shall remein in force for s term of ten (101 years from this date (celied *'primary term' ), and
&3 long thereafter as oil or par. ix produced from said Jend or land with swehich z=id lznd i pooled. b A ‘

¥, The royslties 10 be paid by lessee are: (a) on oil, and on other liquid Sydrocarbons taved af the well, one-eighth of that preduced end saved from said land,
sa3me 10 be delivered st the wells or to the credit of lessor in the pipe line to which the wells may be cornerted: tb) on yas, including casinghead gas and all gas-
eous substances, produced from said land and s5)d or used off the premises or in the manufscture of xusoline or other product therefrom, the market value at
the mouth of the well of one-vighth of the gss 30 8013 or used, provided that on gas £0Jd al the wells theé royslty shail be one-eighth of the amount realized from
such sale; ic) and at any time when this Jease is not validated by other provisions hereof snd there it a gas snd/or condensate well on said land, or lsnd pooled
therewith, but gas and.or condensate iz not being so sold or used and such well is shot in, either beicre or afier production therefrom, then on or before 9C days
after said well is shut in, and thereafter 5! snnusl intervals, lessee may pay or tender £n advsnie snrnusl shut-in royalty equal 10 the amount of delsy rentals
provided for in this lease for the mcresge then held under thiz lesse by the party making suih payment or terder, and »0 lonk ar said shut.in royally is paid or
tendered this Jesse shall not terminste wnd it will be considered under all clauses hereof thst gas is beinsgg produced from the lesred premives in paying quantities,
Esch such payment shall be psid or tendered io the party or parties who at the time of such payment would be entitled to receive ‘D2 roysities which would be
paid under this jexse if the well were in fact producing, or be paid or tendered to the credit of such party or parties in the depousitory bank and in the manner

hereinafter provided for the payment of rentals,
4. 1f operations for drilling &re not ¢commanced on said land or on lend pooled therewith on nr before one (1) vear from this date, this Jease shall terminate

£8 10 both parties; unless on or before one (1) yesr from this date lesséc shall pay or tender to the lessor a rents! of ¢ whizh
shall cover the privilere of deferring commercement of such operations. {cr - period of twelve (12) months. In like manner and upon like psyments or tenders,
ennually, the commencemeiil of said operations may be further defér &’ for successive periods of twelve (12} months esceh during the primary term. Payment

Bank

or tender may be made 1o the lessor or 10 the credit of the leesor in the

by

8t - . which bank, or sny successor thereof. shall
cortinue to be the sgént f5r the leasor and lessor’s heirs and assigns. 1f such bank tor any fuccessor bank) shsll fail, Jiquidste, or be succeeded by ancther bank,
or for any veason shall fail or refuse to sccept rentsl, lersee shall not be leld in defurlt until thirty (301 deys after lessor shall deliver to lessee n recordable
instrument making provision for snother . acceptadle method of payment or tender, and any depository charge is 8 ligbility of the Jéssor. The payment 9r tender
of renial may be made by check or draft of lessee, mailed or delivered to seid benk or lessor, or any lessor if more than one, on or before the rental paying
dzte. Any timely payment or tender of rents) or shut-in royalty which it made in & bona fide uttempt 10 meke proper payment, bul which it erroneous in
whole or in part ss 10 pariies. emounts, oF depositories shall nevertheless be sufficient to,preveri termination of this Jease in the same marner as though i
proper payment had been made: provided. however, idssee shall correct such error within thirty (30) Jdeys after lessee has received ~ritten notice thereof by
certified mail from lessor together with such instruments aF &ré hecesssry 1o ensble "lesaee 10 make proper payment.

5. Lessee is bereby pranted the right and power, from time to time. to peo! o7 combine this lease, the Jand covered by it or mry part or horizon thereof
with any-other land, lease, jeases, minerk! estates or paris thereof for the production of 0il or gas. Units pooléed hereunder shall not exceed the standard pro-
ration unit {ixed by 1aw or by the New Mexico Qil Conservation Commission or by other iawful authority for the pool or area in which said Jand is situsted, plus
& lolerance of 307:. Lescee shull file wrilten unit designations ir the county in which the premises arc Jocated. end such units msy be designated from time to
time and _either before or after the comopletion of wels, Drilling operetions ‘on or produciion from any siari of Shy such_unil shail Le considered for ail pur-
poses, except the paymert of royahy, ax optration: conducted upor oy production from 1he Jand desrribed in 'this Jeuse. There sha)l be sllocated 1o the land
covered by this Jease included in any such unit that portion of the totsl producticr. of pooled minerals frorm wells in the unit, after deduciing any used in lense
ofr . unit operations, whicth the number cf surfsce acres in the iand covered by thit lease included in the unit bears. to the total number of surfece acres in the
unit. The production so allocated shall be considered for all purposes, including the pavment or gslivery of revalir,. Lo be the entire production of pooled minerals
from the portion of s#id Jand covered hereby ané iricluded in said unit tn the seme manner as though produced from said jand under the terms of thie lease.
Any peoled unit designeted Ly Icssec, ms provided herein, may .be Jissolved by lessee by recording an sppropriate-instrument in the County where the land is sit.
umted at any time sfter the compleiion of 8 dry hole er the cessation of production on said unit. Lessee is Jorther granted the right and power to commit this
lease a8 -to all or any portion of the above described lands or horiwons thercof ‘to any unit sgreement for the purpose ¢f conserving the natural resources of any
oil or gas pool, field or area covered thereby: provided. such unit sgreement contains csuil and custemary provisions for ihe allocation of oil £nd gas produced
from the unit area and such unit sgreement embraces lsnds of either the United States or State of New Mexico or both, and the form of unit agreement has
been approved by either the United States Geulogire} Survey or Commissioner of Public Lsnds or both and the Now Mexice Ci]l Conservation Commission, and
upon such commitment the provisions of thit lease shall be conformed to the unit agreement. | . .

6. 1 prior to ihe discovery of oil or gas hereunder, lessve should drill and sbandon a dry hole or holes hereunder, or if afier discovery of oil or: gas: the
production thereof shou!d cease for any cause, this lease shall nol términute if lessee commences reworking or additicnal drilling operstions within® 60 davs
theresfier and diligently pros€cutes the samc. or (if it be within the primary term) commences or resumes the payment oOr tender of renlals or commences
operstions for drilling or reworking on or before the rental paying ‘date next ensuing ‘&fter the expiration of three months from date of abandonment. of said
dry hole or holes or the cesestion of production. If at the ‘expiration of the primary term oil or gu» is not being preduced but lessee is then engaged in operations
for drilling or reworking of any well, thiz lsses’ahall remain ir forea a0 Yong sc soch onerstionc sre dilizeatdy prosceveed ne 7 of Inore than &0
consecutive days. 1f during the drilling or reworking of an) well under this paragraph. lessee loses or junks the hole or well and after diligent efforts in good
fsith is unable 10 complete said operations then within 30 days after the abandonment of ssid operations Jessee may commence another well and drill the ssme
with due diligence. If &ny drilling, additiona) drilling, or reworking operstions hereunder resull in production, then this lesse shull remain in full force s0 long
thereafter st 0i) or gas is produced hereunder. . .

5.  Leasee shall have free use of oil, £as and water from ssid . land, except water from lessor’s wells and tanks, for sil operations hereunder, and the royalty
shell be computed after deducting any so used. Lessee thall have the right at any iime during or after the expiration of thiz Jease 10 remove all property and
tixtures placed by lesseée on said lana. including the right to draw and remove cll casing.” When required by leskor, lessee will bury all pipe lines. on cultivated
lands below ordinary plcw depth.. and no wel} shall be drilled within 1wo hundred feel (204 ft.) ¢f uny residence or barn now on ssid.land without Jessor’s con-
sent.  Lessor shall have thr-privilege. at his risk and expense, of using g£as from sny xas well on said land for stover and inside Jights in the principal dwelling

thereon, out of any surplus gas not needed for operaticns hereunder. R : o e ST ;

§.7 The ‘rights of etither fariy bereunder may be assigned in whole or in part and the provisions lereof shall extend 'to the heirs, gxecvtors, wiministrators.
succeasors and assigr.s: but no change or division in the ownership of the Jand, or in the ownership of or ‘right 10 receive rentals, royalties or payments, however
accomplished ‘shall operate to enlarge the obligations or .diminish:the rights of lessee: and no such change or division shall be binding Upon lessee for any pur-
pose until 30 deys after ‘lessee. has been furnished. by “certified mail at lessee’s prinrcipal place of business with acceptable’ instziments or certified 'copies
thereof constituting the chain of title from the original lessor. If any such change in ownership occurs throukh the death of the owner, lessee may pay or
tender ‘wny . rentals, royaities or payments 10 the credit of the decensed or his estste in the depository  bank’ until such time ws lessee has been. furnished. with
evidence satisfactory -10 Jessee a3 10 the. persons entitled W airch sums. In the event of an astignment of thic lease as 10 3 segrepsted portion of said Jand, the
rentals paysbie hereunder shall be apportioned as between thé seversl leaschold cwners ratably sccording 10 the surface sres of each, and default in rental
psyment by one shall not affect the. rights of other Jeasehold owners hereunder. An sssignment of this Jease, in whole or in: part, shall, 1o the extent of such
- assignment. relieve and discharge lemaee of any obligstions hereunder, snd. if lessee Or ansignee of part or parts hereof zhail fai) or make default in the payment
.of the proportionsie par of the rentals due from such lessee or masignee or fail to comply with any other provision of the lease, such defsult ahall not affect this
lease in 80 {&r as it covers & part of said lands upon which lessee or any assignee thereof shall so comply or make such payments. Rentals as uvsed in this
paragraph shall aleo include shut-in royalty. - o e ) . . :

. 9...Should Jesnee be prevented from comdlying with sny express or implied covenant of this lease, or from condueting drilling or reworking operstions here
under. or from producing oil or gas hereunder by resson of scarcity or insbility to obtain or use equipment or material. or by operation of forte majeure, or
by any Federa} or staie law orisny order, rule or regulstion of governmental authority, then whiie so prevented, lessee’s duty shall be suspended, and lemaee
“shail not be liable for fsilure 1o comply therewith: and this lease sball be extended while and 30 long as iessee is prevented by any such cause from conducting
. drithing or reworking operstions on or from producing ofl or gas hereunder: and the time while Jessee is 30 prevented: shell not de counted- sgainst lessee,
anything in \his jecse 1o the contrary wmotwithatanding. e - e s ) LR i o . ) :

19. Leisor hereby warrants snd. agrees 10 defend the title 10 said Jand, and agrees thst lessee, ,at its option. may discharge sny tsx, mortgege, or other’
lien upon said: land. and.in the event lessee dots 20, Rt shall be subrogated to such lien with the right to enforce same and spply Pentals and i » :
hereunder toward satislying same. - Without impairment of ’s rights under the warranty, if this. leale covers s less interest in the oil or gas in all or
part of sl Yand than the entire and undivided fee simple estate (whether lessor’s interest is herein specified or not) then the royalties. shut-in royaity, rental, -
and other payments. if any. accruing from any part a8 10 which this Jease covers lesa than such full .interest.. shall be paid only in the proportior. which the
interest therein, if any. covered by  this ., bears 1o the whole. snd undivided fee simpie estate thersin. Should eny one or more of the parties named shove as
lessors fail to execute this lemse. it shall neverthelesr be binding vio) the party or partiss executing the aame. . . e

11. Lessee, its/his successors. heirs and sssigns, shall have the right st any time to surresider this lease, in whole of ‘in purt, 10 lessor or his heirs, socess-
sors. and assigra by delivering or mailing & relesse thereof to the lessor, or by placing a relesse thereof of record in the county in which said land is situsted:
thereupon lesaee shal) be relieved from ail obligations, expressed or implied, of this axreement as to screxge 30 surrendered, and thereafter the rentala and
shut-in- royalty payable hereunder shall be reduced in the proportion that the sereage covered hereby s reduced by said relezse or releases.

Executed the day and year first sbove written.

Bk
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EXHIBIT e

Attached to and made a part of .that certain Operating Agreement
dated April 3, 1982, by and between Mesa Petroleum Co. as

Operator, Corona 0il Company and Tenneco 0il Exploration and
Production, et al, as Non--Operators.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I.. GENERAL PROYVISIONS

1. Definitions

“Joint Prop°r y" shall mean the real and personal property subject 1o the agreement to which this Accounting
Procedure is attached,

“Jo_mt 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 Jojnt
Operations and which are 1o be shared by the Parties,

"Operator” shall mean the party designated to conduct the Joint Operations.
"Non-Operators” shall mearn the parties to this agreement other than the Operator.
"Parties” shall mean Operator and Non-Operators.

“First Level Supewmors" sha'l mean those employees whose pnmary function in Joint QOperations is the direct
superv ision of other employvees and/cr contract ‘abor directly emp]ovea on the Jomt D—ooerty in 2 field operat:
ing capacity. .
“Technical Employees” shall mean those employees having special ané specific engineering, geologiczl or other
professional skills, and whose primai, function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of ihe Joint Property.

“Personzl Expenses™ sha)l mean travel and other rezsonazble reimburszble expenses of Operzior’s emplovees. i

“"Material” $hali mean personai properiy, egtipment ur supplies acquired or held for use on the Joint Property.

“Controliable Material’’ shall mean Material which at the tire is so classified in the Materia] Classification Manual
as most recently recommended by the Council of Detroleun Accountants Societies of North Amerijca.

: 2. Statement and Billings 4
! Operaior shell bill Non-Operators on or before the iast day oi each monih ior ‘their proportionate shzre of the
Joint Account for the preceding month. Stch bills will be accompanied b} tatements which 1den;x.y the auther-
ity for expenditure, lease or facility, and all charges and credits, summzrized by aporop*‘ate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits snal! be sep-
zrately identified and fully described in detail.

3. Advances and Payments by Non-Operators ‘

Unrless otherwise provided for in the agreement, the Ope'ator mezy reguire the Non Operators to acdvance their
share of estimazted cash oullay for the succeeding monih’s operaticn. Operaior shzll adjust each monthiy billing
to refleel advances received from the Non-Operators.

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after
rece1pt 1f pavment is not made within such time, the unpaid balance shali bear interest
monthly at a rate equal to the higher of 120% of the prime rate of interest of the
Continental Illincis Bank & Trust Company or 18% per annum; provided, however, in no
event shall ;he Non-Operaftor Parties be required to pay interest in excess of the
f'edera't or state statutory ceiling appliczble in the jurisdiction im which the wmt

i property is locazted. Non-Operators shall also be liable for asttorney's fees, court

: _ costs, and other costs in connection with the collection of unpgid amounts.

4. AdJustments )
Payment of any such bills shail not prejudice the right of any Non-Operator to protest or question the correct-
ness thereof; provided, however, 2il bills and statements rendered to \Ion—Oper tors by Qperater -during any
calenidar’ year shalJ conclusively be presumed to be true ‘and correct after twenty-four (24) months following
the enc of any ‘such calendar’ year, unless within the said twenty-four (24) month period a Non-Operaior takes
“written exception thereto and makes ¢laim on Operator for adjustment. No adjusiment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this: paragraph shall not prevent.
adjustments resulting from a physncal inventory of Controllable Material as provided for in Section V.

5. Audits v
A. Non-Operator, upon notice in wrmng to Qperator and all other Non-Operators shall have the right to audxt Ope-
rator's accouinis and records relating to the Joint Account for any calendar year within the twenty-four’ (14) month
period following zhe end of such calendar year; provided, however, the making of an 2udit shall not’ extend the.
time for the iaking of. writ ten exceptidon to ‘and the ad,)ustmems of accounts as provided jor in Paragraph 4 of this
Section 1. Where there are two or more Non-Operators, the’ \on-Operators shall make every reasonabie effort to
conduct joint or s:mu.llaneous audits in a2 manner which will result in a‘minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audxt cost incurred under this paragraph unless ag:eed

to by.the Operator. -

5. Appmval by \on-Operatots ' o o SRR
Where” an approval or other sgreement of the Pames or \’on-OperaLors is expres *e’ézUi*ed unider other sec-
tions of this Accounung Procedure and if the agreement to which this Accounting Procecure is auached conigins
no contrary provisions in regard thereto, Operazor shail notify al) I\’on-Ope'axors of ihe Operaxovs propos.) .nd
the agreement or approval of a majority in interest o! the \on-Operszors sha" .be controlli N




— iz

—rrereT

Il. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1.

2,

%

Rentals and Royalties
Lease rentals and royaslties paid by Operator for the Joint Operations.
Labor

A, (1) Salaries and wages of Operator’s field emplox ees directly employed on the Joint Property in the conduct
of Joint Operatjuns.

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

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

B. Operator's cost of holiday, vacalion, sickness and diszbility benefits and other customary allewances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
1. Such costs under this Paragraph 2B mav be charged on a ‘““when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Faragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Oparator’s cost experience.

C. Expenditures or contributions made pursvant to assessments impnsed by governmental authority which are
applicable 10 Opera tor's costs chargeable to the Joint A7:Hunt under Paragraphs 2A and 2B of this Sec-
tion. 'ﬂ e . .

D. Perconal E\pense= cf those employees whose salaries and wages are chargeable to the Joint Account unc‘e.
Paragraph 2A of this Section Il

Ei;nployvee Benefits

Operator's current costs of established plans for emplovees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operatox’s Jabor
cost chargeable to the Joint Account under Paragraphs 2A znd 2B of this Section II shall be Operaior’s actual
cost not to exceed tweniy-six percent (267) or percent most recently recommenced by the
qgouncil of Petroleunm Accountants Societies of North America.

Material

Materiai purchased or furnished by Operator for use on the Jeint Properiy as provided under Section V. Culy
such Mazterizal shall be purchased for or iransferred to the Joint Property as mav be reguired for immedizte use
and is reasonably practical and consisient with efficient and economical operations. The accumulation of sur-
plus stocks shall be avoided.

Transportation

Transporiation of employees and Material necessary ‘ior the Joint Operations but subject to the foltowing limjia-

tions: SR

A. If Materizal is moved to the Joint Properiyv from the Operator’s warehouse or other properiies, no charge shzll
be made 10 the Joint Account for a distance greater than the distance from the neczrest relicble supply sicre.
vecognized barge terminzl, or rzilway receiving point where like material is normally available, unjess zgreed
to by the Parties. .

B. 17 surplus Material is moved to Cperator's warehouse or other storage point, no charge shall be mace 10 the
Joint Account for a distance greater than i:e Jis*ance to the nearest reliable supply store, recognized barge
terminal. or railway receiving point uniess agreed 10 by the Parties. No charge shall be made 10 the Joint Ac-
count jor moving Mzierial 10 cther properiies Leionging to Operator, unless agreed to by the Parties.

C. In ine application of Subparegraphs A aid B above, there shall be no equalization of acival gross trucking cost
of §200 or less excluding accessorizl charges.

Services .
The cost of contract services, equipment and uiilities provided by outside sources, except’ services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section IIL The cost of professicnal consultant services and con-
tract services of technical personnel direcily engzged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consuiiant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shali not be charged to the Joint Account unless previously agreed ic by

the Parties.

Eqmpment and ¥ acxhues Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equ'pment and facilities at rates com-~

mensuraie with costs of ownership and opersiion. Such rates shall include costs of maintenance, repairs, other
operating expense. insurance, taxes, gepreciztion; and interest on investment not to exceed eight per cent (8%)

pe* annum. Such rates shall not exceed average commercial rates currently prevailing in the xmmec:ate area

of the Joint Property. :
B.. In ileu of charges in Paragraph TA above, Operator may elect to use average commercial rates prevailing in

. the immediate area of the Joint Properiy less 209, For automotive equipment, Operator may elect to use rates,

published by the Petroleum Motor Transport Association.

‘Damages and Losses to Jaint Property : ‘ S I

All costs or expenses ne;essa*y for the repair or replacement of Joint Property made necessary because of da.m;

ages or losses incurred by fire, flood, siorm, theft, accident, or other cause, except those resulting from Operator’s
gross negligence or willful misconduct. Operator shail furnish Non-Operator written notice of damages or losses
incurred as soon as pracncable after a report thereof has been recexved by Operator.

9. Leg&l Expense

Cos:s and expense of handling, investigating and settling litxgation ‘or claims, dis-
charging’ of liens, payment of judgments and amounts paid for settlement of clalms

incurred in or resulr.mg frcm opérations under the agreement Or meCesSsary to protect’
or recover the Joint Property, and the costs and expenses incurred in connection with

hearings and other matter before governmertal bodies and agencies and costs and e:\penses

incurred in examining and curing :1:1e, except that no charge for services of Operator’ S

legal staff shall be made. L
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10. Taxes
All taxes of every kind and nature assessed or jevied upon or in connection with the Joint Property, the opera-

tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties.

1}. Insurance .
Net premiurmns paid for insurance required to be carried for the Joint Operations for the protection of the Par-
vies. In the event Joint Operations are conducted in a State in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s Jaws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's
cost not 1o exceed manual rates.

12. Other Expenditures

Any other expenditure not covered or dealt with in the forugoing provisions of this Saction 11, or in Section 111,
and which is incurred by the Operator in the :ecessary and proper conduct of the Joint QOverations.

III. OVERHEAD

1. Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either: ‘
( X ) Fixed Rate Basis, Paragraph 1A, or {See Schedule 1 attached.)
( ) Fercentage Basis, Paragraph 1R.
Unless otherwise agreed fo by the Parties, such charge shall be in lieu of costs and expenses of al) offices
angd salaries or wages plus applicable burdens and expenses of &l personnel, except those directly chargeable
under Paragraph 24, Section Il. The cost and expense of services from oulside sources in connection with
i matlers of taxation, iraffic, accounting or matiers before or involving governmenta) agencies shall be considered
¢ as included in the Overhead rates provided for in the above selected Paragraph of this Section ITI unless such
cost and expense are agreed 10 by the Parties as 2 direct charge 1o the Joint Accdount.
il. The salaries, wages and Personal Expenses of Technical] Employees and/or the cost of professiona} consuitant
services and contract services of technical personnel directly emploved on ihe Joint Property shall ( } shall

not () be cover:% by the Overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shal} charge the Joint Account at the following rates per well per month:

Drilling Well Rate §
Producing Weil Rauie §

370.00 i o | |

(2) Application of Overhead - Fixed Rate Basis shall be as fnllows:

(a) Drilling Well Rate
[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on -
the date the drilling or compleiion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifleen (15) or more, consecutive days,
r{ con{’r"actua rig charges begi
(2] Charges for offshore cruung wells shall begin on the date xmguxmgxx g)m 2
AXHIER XKW IOCR KRR and terminate on the date the drilling or completior equipment moves off Joca-
tion or rig is released, XFGREAISIXX X XK XK, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3]) Charges for wells undergoing any tvpe of workover or recompletion for z peried of five (5) con-
: secutive dave 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 through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive

1 l‘a'l‘vc

=4

(b) Producing “Well Rates

{1] An active well either produced or injected into for any portion oI the month shall be cons:dered
-as a one-well charge for the entire month. \ :

[2) Each active compfetion in a multi-completed well in which production is not commingled down
hole shall be considered as a one-well charge providing each completion is consxdered a separate
well by the governing regulatory authority.

(3] Arn‘inactive gas well shut in because of overproducticn or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is'directly connected to a per-
maneri sales outlet. ’

[4] A one-well charge may be made for the month in wmch pluggmg and abandonment operauom
are completed on any well.

j ~ (5] Al other inactive wells (including but not limited to inactive wells covered by unit allowable,
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge.

b (3) The wel) rates shall be adjusted as of the fiyst day of April each year fodomng the effective date of the o
i agreement to0 which this Accounung Procedure is attached. The adjustment shall be computed by multi- i
i plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of -
Crude Petroleum and- Gas Production Workers for the last calendar year compared 1o'the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
1ion Workers as published by the United States Department of Lavor, Bureau of Labor Statistics, or ‘the
equivalent Canadian index as publ:shed by Statistics Canada, as applicable. The ad:usxed rales sball be .
the r¢1e= currently in use, plus or minus the computed ad:usxmem ' e

D e 3 e
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B. Owverhead - Percentage Basis
(1) Operator shall charge th_g Joint Account at the following rates:
(a) Development

e Percent { <) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section 1I and all salvage credits.

(b) Operating

S Percent ( <% ) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment sha'l include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells invelving the use of drilling crew and equipment; also, prelimirary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost ¢f construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as cde:.red in
Paragrapn 2 of this Section TII. All other costs shall be considered as Operating.

2. Overhead - Major Construction

O T T

To compensaie Qperator {00 oveineaa Cosis jncuired in ine uamhuuzux and ihstaiiation of fixed asseis, the ex-
pension of fixed assets; and any other project clearly discernible as a fixed asset required for the developrient and
operation of the Joint Property, Operzior shall either negotiate a rate prior to the beginning of consiruction, or shall
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess

of 5. 25,000

A _S % of total costs if such costs are more than $_25,000% but less than $_100,000 __; plus
B. .3 o % of total costs in excess of $_100,000 but less than $1,000,900; plus

C. 2 % of total cosis in excess of $1,000,000.

Total cost shall mean the gross cost of any one 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 11l may be amended from time to time only by mutua] agreement
between the Pariies hereto if. in practice, the rates are found to be insuificient or excessive.

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

Operator is responsidie for Joint Account. Matieriai and shall make proper and timnely charges ancd credits for all ma-
terial movements affecting the Jeint Property. Operaior shall provide 2il Material for use on the Jeint Properiv: how-
ever, at Operator's option, such Material may be supplie¢ by the Non-Operzior. Operator shall make timely disposition

‘of idle an@ ‘or surplus Mazterial, such disposal being made either through saie to Operator or Non-Operator, division in

kind, or sale to ouisiders. Operator may purchase, but srnall be under no obligation to purchase, interes: 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 Mazierial found to be defeciive or returned to vendor for any other reason, credit shall be passed to the Joint
Account when adjustment has been received bv the Operator.
2. Transfers and Dispositions ,
Material furnished io the Joint Property and Material transierred from the Joint Property or disposed of oy the
Operatcr, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-
counts:
A. New Material (Condition’A)

(1) Tubular goods," e‘(CPp! line pipe, shall be priced at the curreat new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equaiized to the jowest
published price f.o.b. railway receiving point or recognized barge te"mmal nearest the Jomt Property
where such Material is normally available.

(2} Line 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 nearest the Joint Property where such Material is nor-
mally available.

-( b) Movement of 30, 000 pounds or more shall be priced under provisions of tubular goods prxcmg in Para-
graph 2A (1) of this Section IV.

(3) Oiher Materxal shall be pnced ‘at the current new pnce. in effect at date of movement, as listed by a rehahlef
supply store or f.o.b. railway recewmg point nearest the Joint Property where such Material is nomalIyA
available. .

B. Good Used Material (Condition B)
Malenal in sound and serviceable condition and suitable for reuse thhout reconditioning: -
(1) Material moved to the Joint Property
~ {a) At seventy-five percent {75 ) of current new price, as determmed by Paragraph 2A o!f this Section IV.-
(2) Material moved from the Joint Property

{a) At seventy-five percent (75 ) of current new price, as determined by Paragraph 2A of this Section IV, ;
if Material was originally charged to the Joint Account as new Material, or

*when design and engineering is furnished by third party contractors and charged to the

Joint Account, the construction overhead
charge on pro;ects in excess of -$25, 000 shall ba 1%2 of cocal cost.

[OFRS
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j (b) at sixty-five percent (65 ) of current new price, as determined by Paragraph 24 ol inis Secthion
! IV, if Material was originally charged to the Joint Account as good used Material at sevenly-live per-
cent (75¢:) of current new price. :
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent {50S%) of current new price as determined by Para-

graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

‘ (2) Condition D g

‘ All other Material, including junk, shall be priced &l a 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 basic comparakle with that of items normally used for such other purpose. Operator may dis-
! pose of Condition D Material under procedures rnormally utilized by the Operater without prior approva

‘ of Non-Qperators,

|

| D. Obsolete Material

‘} Material which is serviceable and usable for its original function but condition and ‘or value of such Material

\ is not eguivaient to ikai which would justify a price as provided above may be specially priced as agreed to oy

[ the Parties. Such price should resuit in the Joint A=count neitg charged with the value of the service ren-

I dered by such Maler:al

E. Pricing Conditions

(1) loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per

hundred weight on all tubular goods movements, in lieu of loading and unloading costs susizined. when
actual hauling cosi of such tubular goods are equalized under provisions of Paragraph 5 of Section Il

(2) .\'later‘xal‘involving‘erection‘costs shall he charged at applicable percentage of the current knocked-down
price of new Material.

3. Premium Prices

Whenever Matierial is not readily obtainable at putlished or listed prices because of national emergencies. strikes
or other unusual causes over which the Operator has no control, the Opesator may charge the Joint Account for the
required Mazterizl at ihe Qperator's actual cost incurred in providing such Material. in making it suitab.~ for use.
and in moving it to the Joint Property: provided notic? in writing is furnished ic Non-Operatots of the proposed
charge prior :0 billing Non-Operators for such Materiel. Each Non-Operator shall rave the right, by so eiecting and
notifying Onerator within ten dayvs 2iter receiving notice from Operator, to furnish in kind all or part ¢f his share
of such Material suitable for use and acceptable to Cperaior.

4. Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be pzssed io the ... !
Joint Account ur.til adjustment has been received by Cperator from the manuiacturers or their agents.

V. INVENTORIES

The Operator shall maintain detziled records of Controilable Material.

1. Periodic Inventories, Notice and Representation
At reascnable intervals, Inventories shall be taken by Operator of ihe Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represen:ed when any inventory is taken. Failure of Non-Operators
to be represented at an invertery shall bind Non-Operators to accept the inventory taken by Operator.

2. Reconciliation and Adjustment of Inventories ‘
Reconciliation of a physica‘:lfiﬁ‘\”t‘ffﬁztb‘fy with the Joint Account shall be made, and a list of overages and shortages
shal! be furnished to the No.: -Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held acccuntable only for shortages due to lack of reasonable diligence. ;

3. Special inveantories

‘ Special Inventories may be taken whenever there is any sale or change of interest inf the Joint Property. It shall”
| be the duty of the party selling to notify all other Parties as quickly as possible afte: ‘the transfer of interest takes
place. In such cases, both the seiler and the purchaser shall be governed by such inventory.

4. Expense of Conducting Periodic Inventories
The expense of conducting periodic In\'entorilgs shall not be charged ioc the Joini Account unless agreed to by the
Parties. ‘

T
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Attached to and made a part of Exhibit 'c*

Attached to and made a part of that certain Cperating Agreement
dated April 3, 1982, by and between Mesa Petroleun Co. db>0pelat01
‘C01ona 0il1 Company and Tenneco 0il Exploration and Production et al,

as Non-Operators, ,

The {ombined Fixad Rates, as heretofore provided under Section 111,
Paragraph A. of the COPAS-1974 Accounting Procedure to which this schedule Is
attached, shall be in lieu of all charges to the Joint Account for the indirect
costs and expenses incurred by Operator in providing the joint operations with
the producing and development functions and services hereinafter identifiad as
Compensation for Administrative, Supervision, Cffice Services and Warehousing

CoOsts.

The following reflects a representative abridoed listing of the functions

and/or services which shall be considered as included in the Operater's Zisirice
Expense and Warehousing, 2ad should serve as a guide for similar functions intended

to be covered by the Combined Fixed Rates even though some of the functions may be
contract services performed by third parties.

Salaries, Benefits and Related Costs of Field, Arca and/or District:

Managers and/or Superintendents
Foreman - Superintendent

Drilling ~ (Except when permittad as a direct charge under

' Para. 1.ii, Sec. 111)
Production - {Exczpt when permitted as 2 direct charge under
Para. 1.ii, Sec. 111)
Constructson - (Excepg when pernatted as 3 cdirect charge under

Fara. 1.ii, Sec. 111)
Production Engineers - (Except when permitted as & cdirect charge
under Para. 1.ii, Sec. 111) .
Production Geologists - (Except when permitted as a direct charoge
: under Para. 1.1i, Sec. 13}1)
Other Techaical Employees - {Except when permitted &s & direct
charge under Para. 1.il, Sec. 1)1}

"h

‘»ce Stenograsphers
Tfice Clerks

Time Keeping

Preparatian of Boat, Automotive and Other Vehicle Reports

Loczl Purchzsing (Field Orders)

Preparztion and coding of invoices

Preparziion of Material Requisitions

Preparztion of Field Transfers

Preparation of Field Receiving Reports

Posting'on Production Reports

Pregaraton of Over and Short Reports
. Reading aﬂd Integration of Charts

Prepara; oh of Field Gas Production and Consunptlon Report

Preparzticn of Field Office Reports to State and Federal

Regulatory Bodies
Miscellaneous Routine Field Office Cleracal Duties
Field 0ffice Inventory Hen
Conducting Physical Inventories
Preparation of Field Inventory Records
Warehousemen and/or Clerks

0
0

Office Equipment, Supplies, Stationery and Forms

Maps, Photostats and Blueprints, when required for genera)
District Use.

- Rentals
Rentals paad for bunldnngs. office and storage space used by

District employees.

i o Rentals pald iIn connectlon with sites for District produttion

offlces, camps, warehouses and othar facllcties used spe;lflca!\y .

for District purposes.
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Ad Valorem Taxes
Taxes paid on buildings and equipment cheroed to Operator's
Fleld, Area, and/or District investment accounts,

Insurance _ .
Net cost of all types of insurance, including workmen's

compensation and public llability insurance; when such
insurance is applicable to the District.

The following reflects a nepresentative abridged listing of the functions
and/or services which shall be consicvered as included in the Operator's Adminis-
trative Overhead, and should serve as a guide for similar functions intended to be
covered by the combined Fixed Rates even though some of the functions may be contract
services performed by third parties.

General Management
General Operating Administration

Drilling Hanagers and/or Superintendents and Office Staffs
Production Managers and/or Superintendents and Office Staffs

Civil Engineers - (Except when permitted as a direct charoe under
Para. 1.ii, Sec. 111)
Reservoir Analysis and Engtneerung
Petroleun Engineers - (Except when vermitted as 2 direct charge
under Para. i.1i, Sec. 111}

Negotiation of Production and Residue Gas Ssales

Negotiation of Major Gas Sales

Preparation and Negotiatici '¢f Joint Operation Agreements

Preparation of Gangra)l Production Rccords
‘ Treveling and iransportation Expense of H

Region, or similar Administrative Office

me, D

rno

_General Accounting and Services
Checking of invoices
Presarztion of Paychecks
Responsibility of Account Distribution or Coding
Pzyment of Vendor's lInvoices Sy
Mzintaining Property Investment Records
Meintaining Joint Interest Cost Records
Preparztion of Joint Interest Billing
Pregaration of Royalty Checks
Hsehine Accounting and Data Processing Functions
Photostat and Other Reproduction Service
Ad Valorem Tax Service and/or Counse!
Systems 3and Procedures
internal Auditing

Communications Expense - Telephone, telegrézph and teletype
service rendered to the district; also operating expenses .
of radio communication systems which serve the district and
which z2re not chargeable to zny particular lease or facility
cperation. The costs appliczble to communication service
and/or equipment directiy employed on and serving the joint
property shal}l be a direct charge to the joint property.

Area and/or District Office Utility Services

Loclal Field, Area and/or District Recreational’Faciiities
Safety Heétiﬁgs and/or Dinners

Area and/or D:scract Offnce Safety Equnpment

First Aid Supp]:es

Physical and Hedical Examinations - Cost of pre*employment and

medical examinations of personnel to be employed in the dis-
trict, including costs of annual or peraodnc examinatlons and

!mmun:zat!ons.
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Transportation, Including freight and express costs when such
costs are Incurred directly in the operation and/or mainten-
ance of district offices, buildings, and facilitles.

Traveling Expense of district employees when such expense is fcr
the sole benefit of the district. Traveling and personal ex-
penses of district employees attending oil shows, APl meetings,
and company training schools, etc., which are for the primary
benefit of the Operator shall be borne solely by the Operator.

Hoving Expenses - Costs of moving and transfer of district em-
ployees including relocation expenses such as real estate
fees, closing costs, compensation for less on sale of home,
carpeting and draperies, etc., when transferred within or into
the district. Costs incurred for the primary benefit of the

_ Cperator, such a2s transfer of trainees, shall be borne solely
by the Operator.

Memberships, dues and Subscriptions for Field, Area and/or District
Personnel.

Depreciation on Operator's wholly-owned Field, Aree, and/c:’
District production offices, equipment, buildings, camps,
roads, fences, canals, docks, marine terminals, and slips, ‘
etc., uvsed for District purposes. 5

Repair and Hzintenance on Operator's wholly-owned Field, Area, and/
or District production offices, equipment, buildings, camps, roads,
fences, canals, docks, marine terminals, and slips, etc. including
the cost of small tools and supplies used speclflcally ror
District purposes.

Warehouse - wholly-owned
Depreciation
Operating and Maintenance Expense
Cost of Storing and Handling Material

Title Record and Division Order Administration .
Landmen and Titlemen
Mzintenance of Division of Interest Records
Obtzinino Royalty Signatures

Exploration Administration
Geologists ~ {Except when permitted as a direct charge under
) Para. 1.it, Sec. 111)
General Research
Geophysicists

General Purchasing Administration

Industrial and Public Relation Administration
" Employee Relation Counselor
Safety Engineer
Industrial Murse and/or Doctor
Dinners, Parties, etc. =
Safety Awards
incentive Awards
Thanksgiving Turkeys or Chr:s:mas Baskets
Contributions to Charity and/or Clvic Organizations
P cial !nyost!aaforc
Administration-of Benefit Plans

General 011 and‘Gas Well Proration and Pricing Admlnistration
Preparation of Reports to and Representation before Governmental
Agencles » :

General Legal COunsél, 4
Preparation of Tontracts
- Clalms -and Litigation
Title and Other Opinions
fransportation'and Trafflc Administration

Insurance Administratlon




EXHIBIT "D'* ONSHORE

Attdched to and made a part of that certain Operating Agreement
dated April 3, 1982, by and between Mesa Petroleun Co. as Or.erator,
Corona 0il (‘om)any and Tenneco 01l Exploration and Production, e al,
as Non-Operators,

INSURANCE

The Operator shall carry for the benefit of the joint account insurance to
" cover drilling operations and producing operations on the jointly owned acreage
as follows:

I, Workmﬁn'q Compensation and Employer [ Llablhtv covering
the employees of Operator engaged in operations here-
under in compliance with all applicable Federal Laws and
the laws of the State 0o New Mexico , with BEmployers
Liability limit of not less thian $100,000 per person and

- $100,000 per occurrence.

I1I. Operator shall carry of its interest and for the interest of any
non-operator so electing to participate in writing, within 60
d_ys of the date of the Operating Agreement, the following types
and limits of insurance:

|
|
|
|
} (A) Comprehensive General liability covering operations
\ conducted hereunder by Operator for the Parties with
| limits of: . o

|

Combined Bodily Injury |
& Property Damage £1,000,000 per occurrence
$1,000,000 Aggregate

(B) Automobile Lizbility covering a1l vehicies owned, non-
owned, or hired and used in connection with operations
conducted hereunder by Operator for the joint account
with limits of:

Combined Bedily Injury o
& Property Damage $1,000,000 per occurrence
£1,000,000 Aggregate

The premiums for 211 such insurance so carried in paragreph II shall be paid by
Operator and mey be cnarged directly to such non-operaiors as elect to participate
to the extent that their interest is insured.




: © EXHIBIT "E"

GAS BALANCING AGRCEMENT

Attached to and made a part of that certain Operating Agreement
dated April 3, 1982, by and between Mesa Petrolcum Co. as Operator,
Corona 0il Company and Tenneco 0il Exploration and Production, et al,

as Non-Operators.,

The parties to the Operating Agreement to which this Agreement is attached own

the work1ng interest in the gas rights underlying the Unit Area covered by such
Agreement in accordance with itfie percentages of participation as set forth in Exhibit
"A" to the Operating Agreement.

fach Party shall have the right to take in kind its share of the gas produced

from the Unit Area. Hnwever, there may be periods when one or more of the parties
have no market for, or its purchaser is unable to take, or for any other reason,

it may not dispose of its interest, or a portion thereo., in the gas productaon
Therefore, to permit each Party to produce and dispose of its interest in the

gas produrt1on from the Unit Area with as much flexibility as possible, the Parties
hereto agree to this Gas Balancing Agreement as hereinafter set forth:

1. DEFINITIONS:

For the purposes of this Agreement, the following terms shall be defined as
hereafter set out: ‘

(a) "Operating Agreement" shall mean the Operating Agreement to which
this Gas Balancing Agreement is attached.

(b) "Gas" shall mean natural gas or oil well gas obtained from primary
field separation.

(¢c) "tiquid Hydrocarbons" are those 1iquids obtained from primary field
separation.

(d) "Percentage Ownership" is the percentzge interest of each party as
set forth in the Operating Agreement.

(e) "Over-produced Party" is a party who has utilized or sold a greater
volume of gas at any given time. (individually or through its gas
purchaser) than a volume determined by multiplying the total cumuiative
volume of gas produced and utilized or sold from a proration unit
within the Unit Area by such Party's Percentage Ownership.

(f) "Under- produced Party" is a party who has ub111zed or sold a lesser
volume of gas at any given time (individually or through its gas
purchaser) than a volume determined by multiplying the total cumulative
voiume of gas produced and utilized or sold from a proraticn vnit
within the Unit Area by such Party's Percentage Ownership,

(g) ”M:R" is the total daily maximum eff1c1ent rate-of hydrocarbon with-
drawal from each separately produced proration unit, which, if exceeded
for a sustained period of time, would tead to underground waste in
the formof reduced ultimate recovery from the proration unit, after
deducting the gas used in operations on the Unit Area or vented or
lost.

2. OWNERSHIP OF PRODUCTION:

(&) SALE-BY LESS THAN ALL OWNERS: A1l gas. produced from the Un1t Area shall
be produced and utilizéd or sold by those parties having a use or
market for such gas. If fewer than all the parties are produc1ng .gas,
“the parties so producing shall have the right and option, but not*the
obligation, to produce and 'dispose of a1l or any part of suth gas that
may be produced up to the MER. The parties hereto shall share in and
own the 1iquid hydrocarbons; as produced, in accordance with their
respective’ 1nterests, as set forth in and subject to the terms of the

o ‘ Operating Agreement. It is agreed that the gas attributable to the

. interest of each non-producing party shall remain in the reservoir

: for product1on at a later date. -




. accounting etween-the parties - hereto so that any Under-produced Party shall receive

“and the cost of dehiydration and compression if not. part1c1pated in by the Under-

e

(b) SALE BY UNDER-PRODUCED OWNERS: Each Under-produced Party shall, upon
commencing the sale of gas, have the right to take a greater percentage
of the current gas production than such Under-produced Party's Percentage
Ownership, subject to the following limitations:

(1) Ffor the purposes of balancing gas production accounts, as soon
as practical, any Over-produced Party or Parties will make
available to any Under- produced Party or Parties & portion
of the Over-produced Party's or Parties' share of gas production
at the current MER, but Over-produced Parties shall not be liable
to Under-produced Partwes under this paragraph except ac provided
in Section 4 hereof. In no event will any Over-produced Party be
required to reduce the volume of gas which it is entitled to take
from a proration unit during any calendar month .to less than
504 of such Over-produced Party's Percentage Ownership in the »
gas produced If at any time more than one Under-produced Party
is taking in excess of its gas production account, then each
such Under-produced Party shall be entitled to a share of the

gas production made available by the Over-produced Parties in
the ratio that the npﬁar-\rndnct1on of each Under- nrgduged Party

Al

bears to the total under- product1on of all Under- produced Parties
currently taking gas.

(2) For the purpose of balanc1ng in the event of piice increases as
provided in Section 3 hereof and for the purpose of balancing
production accounts as provided in Section 4 hereof, the Under-
produced Party, to the extent it is taking gas in excess of that
attributable to its Percentage Ownership, shall be deemed to be
recovering volumes of gas offsetting prior over-production by the
Over-produced Party on a last in, first out basis.

(3) Each party's gas production account is in balance when such
party has uiilized or sold the same percentage of the total
cumulative production from a proratwon unit as such party's
Percentage Ownership.

(4) 1t is contemp1ated that some of the partmes may arrange to have
their gas processed in a gas processing plant for the recovery
of liquefiable hydrocarbons. This Gas Balancing-.Agreement shall not
provide a basis for bd1anc1ng any liquefiable hydrocabrons
recove"ed from a gas processing piant.

(5} .July produced gas actually utilized or sold by & party shall be

owned by it and charged against its share of the total recoverable
re<erves . )

3. BALANCING IN THE EVENT OF PRICE INCREASES:

In the event thé price received by the ‘Under- proouced Party for gas otherwise
attributable to the Over-produced Party's interest in gas production which is
being delivered for the Under-produced Party's account is greater than the price
received" by the Over-produced Party for the equivalent volume of gas, then the
Under- produced Party shall payv-to the Over-produced Party in cash, on'a monthly
basis, the” product of the vo]ume of gas otherwise attributable to the Over-
produced Party's interest in gas product1on which is being delivered for the
Under-produced Party's account and the ‘difference between the lawful price
which the Under-produced Party currently is collecting for the gas described above
(but in no event h1gher than the price received by the Over-prodiced Party at thz
time such production is sold by the lnder-produced Party) and the lawfu), price which
the 0ver-produced Party actua]ly collected for the vo]ume of gas described above.

4, BALANCING 'OF_PRODUCTION ACCOUNTS

When product1on from a“prordtion unit permanent]y ceases, there shall be an
a sum of money equai'to the amount actua]ly receéived, less app11cab1e taxes, royalty,

produced Party, by any Over-produced Party from the sale of that part of the total
cumulative volumé of gas produced from the proration unit to which any Under- —
produced Party was entitled, but which was utilized or sold by the Over-produced
Parties. For the purposes of th]s paragraph, the “amount actually received" shall
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be the dollar amount recieved for the quantity of gas remaining after subtracting
the quentity of any periodic under-production by an Over-produced Party from the
unbaianced over-production of such party, 1f & portion of a party's gas is taken
for its own use and a portion thereof is sold, the gas value will be based on the
orice received simultaneously by such party for gas being sold from the proration
unit. During periods in which a party is taking all of its gas for its own use,
any gas so taken will be valued at the maximum price which such party could

have received for such gas if actually delivered under such party's contract,

or if none, the weighted average price received simultaneously by all parties for
gas sold from the proration unit. 1f gas is processed for the recovery of
liquefiable hydrocarbons, the gas value will be based on the amount which would
have been received for the sale of such gay without processing.

5. STATEMENTS:

During the term hereof, each party seiling gas from a proration unit in any

montb will furnish or cause tc be furnished to each of the other parties a statement

showing the volume and value of gas utilized and the volume and proceeds if sold.
The Operator under the Operating Agreement shall furnish monthly to each party
a statement showing the status of the over and short accounts of all parties.

6. PRODUCTION TAXES:

Each Party taking gas shall pay any and &ll production taxes due on such gas.

7. PAYMENT OF ROYALTY:

At all times while gas is produced from the Unit Area, each party hereto shall

make settlement with the respective royalty owners to whom they dre each accountable,

just as if each party were taking or delivering to its purchaser its share, and its
share only, of the total gas production exclusive of gas used in lease operations,
vented or lost. Each party hereto agrees to hold each other party harmiess from
any and all claims for royalty payments asserted by royalty owners to whom each
party is accountable. The term "royalty owner" shall include owners of royalty,
overr1d1ng royalties, ptoduc;won payments and similar interests.

8. OPERﬁTING EXPENSES

The operation expenses are to be borne as provided in the Operating Agreement,
regardless of whether all parties are sellingor using gas or whether the sales
and use of each are in proportion to Percentage Ownership.

9, SCOPE AND TERM:

This Agreement shall constitute a separate agreement as to each well and as
to each separately metered reservoir produced from each well within the Unit Area
and shall become effective in accordance with its terms and shall remain in force
and effect as long as the Operating Agreement to which it is attached remains in
effect, and shal?! inure to the benefit of and be binding upon the parties hereto,
their successors, legal representatives and assigns,

10,  INDEMNITY:

Each party hereby indemnifies the other parties hereto against all 1iability
for and zgrees to defend the parties hereto against all claims which may be
asserted by third partwes who now or hereafter stand in a contractual relationship
with such 1ndemﬁ1fy1ng party whenever such claims are based upon said contractual
relationship and arise out of the operation of this Agreement or activities of
any party ‘under its ‘provisions, and further agrees to save the other part1es
hereto harmless from all judgments or damages sustained and costs incurred in
connection therewith,

11. OPERATOR'S LIABILITY:

, The Operator under the 0perat1ng Agreement is authorized to carry out the
prov151ons of this Agreement, but shall not be liable for its failure to do so

" as long as it acts in good faith ‘and as would a reasonably prudent operator

in the same or similar circumstances.




Attached to and made a part of that certain Operating Agreement
dated ‘April 3, 1982, by and between Mesa Petroleum Co. as Operator,
Corona 0il Compdnv and Tenneco 0i1 Exploration and Production, et al

as Non-Operators.

’

EXHIBIT ‘"
CONTRACTOR’S CERTIFICATION FOR
MESA PETROLEUM CO.

A. EQUAL EMPLOYMENT OPPORTUNITY

It is hereby agreed that the following provisions, which are also set forth in Section 202 of Executive Order 11246, are
made 3 part of each agreement and purchase order presently existing or which may be entered into hereafier, between
Contractor and Mesa Petroleum Co,

1. Contractor will not discriminate against any employec or applicant for employment because of race, color, religion, sex
or national crigin. Contracior wiii t3ke affirmative action to ensure that applicants are ernpioyed, and that employees are
treated during employment, without regard to their race, color, religion, sex or national origin. Such action shall include, but
not be limited io the following: Employment, upgrading, demotion or transfer, recruitment or recruitment advertising; layoff or
termination; rates of pay or other forms of compensation; and selection for the training, including epprenticeship. Contractor
agrees 10 post in conspicuous places, available 16 employees and applicants of employment, notices 10 be provided by the
contracting officer, setting forth the provisions of this nondiscrimination clause.

2. Contractor wili, in 2il solicitations or advertisements for employees placed by or on behalf of Contractor, state that all
qualified applicants will receive consideration for employment without regard to race, color, religion, sex or national origin.

3. Contractor will send to each lebor union or representative of workers with wiich e hzs g coligctive bargaining
acreemem or other contract or understainding, & notice 10 be provided by the sgency contracting officer, advising the lzbor
union or workers’ representztives of ‘the Operator's commitments under Section 202 of Executive Order No. 11246 of
September 24, 1265, and shall post copies of the notice in conspicuous places avazilable to employees and applicants for

empfoyment.

_ 4, Contracfér will comply with all provisions of Executive’ Order No. 11246 of September 24, 1965, and of the rules,
regulations and relevant orders of the Secretary of Lzbo:. »

§. Contractor wiil furnish all information and reports reguired by Executive Order No. 11246 of Septembér 24, 19685, and
by the rules, regulations, and orders of the Secretary of Labor, or pursuant thereto, and will permit access to his books, records
and accounts by the cuatracting agency and the Secretary of Labor for purposes of investigation to ascertain compliance with

such fules, iegulations, anc ordefs.

6. In the event of Contractor's non-compliznce with the nondiscrimination clauses of this contract or with any of such
rules reguletions or orders, this contract may be cancelied, termine:ed, or suspended’in whole or in pan-gnd the Contractor
may be declared ineligible for further Government coniracts in accordance with procedures authorized in Executive Order No.
11248 of September 24, 1985, and such other sanctions may be imposed and remedies invoked zs provided in said Executive
Orger No. 11246 of September 24, 1965, or by rule, regulation or order of the Secretary of Labor, or es otherwise provided by

law.

7. Contractor will include the provisions of Péraoraphs (1) through (7) in every subcontract or purchase order unless
exempted by rules, regulations, or orders of the. Secretary of Labor issued pursuant 10 Section 204 of Executive Grder No.
11246 of Seplember 24, 1965, so that such provisions will be binding upon each subcomracxor or vendor. Contracior will take
such action with respect to any subcontract or purchase order as the contracting aoency may direct 25 a means of enforcmg
© such provisions, including sanctions for noncompliznce; provided, however, thatin the event Contrzctor becom hred in,
“or is threatened wnh Imgatton with & subcontractor or vendor as a result of such direction by the comracnng agency the
Contractor may request the United States 1o enter into such litigation 1o protect the interest of the United States. s

-

8. EOUAL EMPLOYMENT OPPORTUNITY REPORTING

Comracxor agrees 10 file with the appmpnate federai agency 2 cornplete and sCCurate repont on Standard Form 100
(EEO-1) within 30 days stter the signing of this agreement or the award of any such purchsse order, as the case may be,
{unless such a-report has been filed in the last 12 months), and agrees 1o continue to file such reports annually, on or betore
March 31. (47 CFR 60-1.7{a)) ‘ . :

C. AFFIRMATIVE ACTION COMPLIANCE PROGRAM c o A

Contracior agrees 10 develop anc maintain a current written afﬁrmawe action cornpliance program for each of its .
eswblishments in‘accordance with the regulations of the Secretary of Labor promuligaied under Executive Order No, 11246 as
amended. (41 CFR 60-1 AO) : v v ,

-

.
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0. CERTIFICATION OF NONSEGREGATED FACILITIES

Contracior, by entering into this contract, certifies that it does not maintain or piovide for its employees any segregated
facilities at any of its establishments, and that it does not permit its employees to perform their services at any location, under
its control, where segreqated fzzilities are maintained. it centifies further that it will not maintain or provide 1or its empioyees
any segregated facilities at any of its establishments, and that it will not permit its employees 1o perform their services at any
location, under its control, where segreyated facilities are maintained,

Contracior agraes that a breach of this centification is a violation of the Equa’ Opponunity clause in this contract. As used
in this centification, the term ““segregated facilities’’ rneans, but is not limited 10, any waiting rooms, work areas, restrooms and
washroorns, restaurants and other ealing areas, time clocks, locker rooms and other storage or dressing aress, parking lots,
drinking fountains, recreation or entertainrent areas, transportation, and housing facilities provided for employees which are
segregated by explicit directive or are in fact seqregated on the basis of race, ¢creed, color, or national origin, because of habit,
local custom, or otherwise. 1t further agrees that (except where it has obtained identical certifications from proposed subcon-
tractors for specific time periods), it will obtain identical certifications from proposcd subcontractors prioc 1o the award of
subcontracts exceeding $10,000 which are nct exempt from the provisions of the Equal Opportunity clause; that it will retain
such centifications in its files; and that it will forward the following notice to such proposed subcontractors (except where the
proposec subcontractors have submitted identical certifications for specific time periodsh:

NOTICE TO PROSPECTIVE SUBCONTRACTORS
OF REQUIREMENT FOR CERTIFICATIONS
OF NONSEGREGATED FACILITIES

A Certification of Nonsegregated Facilities, as required by the Miay 9, 1967 Order (32 F.R. 7438, May 18, 1967) on
Elimination of Segregated Facilities, by the Secretary of Labor, must be submitted prinf to the award of 2 subcontract
exceeding $10,000 which is not exeinpt from the provisions of the Equal Opportunity Clause. The certification may
be submitted either for each subcontractor or for all subcontracts during 3 period (i.e. quarterly, semi-annually, or
annuaily).

E. EMPLOYMENT OF VETERANS
{. The Atfirmatiye Action for Disabled Veterans and Veterans of the Vietnam Era Clause set forth at Section 60-250.4 of
Title 41 Code of Federal Regulations is hereby incorporated herein by reference. {This clause is applicable to all contracts or

purchase orders for $10,000 or more.}

2. Contractor agrees further to place the above provisions in any subconiract nonexempt under the rules and regulations
promuigated by ihe Secretary under the Vietnam Era Veierans Readjustment Assistence Act of 1874,

" F. EMPLOYMENT OF HANDICAPPED PERSONS

1. The Affirmative Action for Handicepped Workers Clause set forth in Section 60-741.41 of Title 41 Code of Federal
Regulstions ie herehy incarparated herein by reference. (This clause is applicable to all contracts or purchase orders for $2,500
or more.)

2. Contractar agrees further to place the above provision in any subcontract nonexempt under the rules and regulations
promulgated by the Secretary under the Rehabiiitation Act of 1873.




(

- —

A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT . 1977

| ARTICLE XVI.

2 MISCELLANEOUS

3

i This agreement shall be binding upon and shall inure to the benefit of the parties herelo and fo their

5 respeclive heirs, devisees, legal representatives, successors and assigns.

6 .

7 This instrument may be executed in 2ny number of counterparts, each of which shall be considered

8 an criginal for all purposes.

g

10 IN WITNESS WHEREOF, this agreement shall be effective as of __.3rd___ day of__ April ,

11 19_82 .

12

13 OPERATOR

14 aTTEST! MESA PETROLEUM CO. in its capacity as

;2 : eneral Partner of MTS LIMITED PARTNERSHI
17 7 .
18 BY/Z/(W-—; ((' éﬂ“””] ,4_(
19 Rssistant Secretary Marion E. Causey, Vice Presua* T
20 Mesa Petroleum Co., Gener ']
21 .

22

23

24 | NON-OPERATORS

” CORONA OIL COMPANY
27

28

29 _ -

i
“

s TENNECO OIL EXPLORATION AND PRODUCTION

BY:

. 33 o O U

34 BY:
35
36 . )
37 F. ANDREM GROOMS
38
39

4 BY:
41
42

43 CAR LL INGER—

44
45
46

47
48
48
Sh
51
52

-

54

.55

56

57

58

59

60

61 Mesa #1 Neal Com. Operat1ng Aqreement
62 between Mesa Petroleum . Co. as:0Operator
63 and Corona 0il Company and Tenneco 0il
64 AExp1oratuon % Production, et al, as
“'g5 Non-Operators.

66 _

67

68

69

70
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ARTICLE XVI,
MISCELLANEQUS

This agresiner.t shall be binding upon and shall inure 10 the banefit of the parties hereto and 10 their
successors and assigns.

respective heirs, devisees, legal representatives,

This instrument may be executed in ary number of counterparts, each of which sha) be considered

an original {or all purposes.

19._82..

OPERATOR

MESA PETROLEUM CO. |
fieneral Partner of MIS LIMITED PARTNERSHIF

ATTEST:

Assistant Secrecary

BY:

IN WITNESS WHEREO?, this agreement shall be effective as of __3rd

Marion [, Taus ey, >
Mesa Petroleum Co., Gener

NON-OPERATORS
COKUNA DIL COMPANY

Mesa #1 Nea) Com Operating Aqreement
between Mesa Petrol eum: Co. as Onerator
and- Ccrona 0il Company and Tenneco 0i1
Exp'loratwn & Production, et al, as
Non-Operators.

-

BY:

day of__Apri)

in its capacity as

TENNECO OIL EXPLORATION AND PRODUCTION

BY:

F. ANDREW GROOMS

BY:
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Corona 0il Company ENIDIT M
45835 L8 Freeway iiﬁﬁixﬂ-““ ' 0. Q-wu.w

June 2, 1982

AT F IR S ﬁ

Suite 635 CASE NC. ol

Dal 234

allas, TX 7523 Submitted by :ggy_:w..-_g
Attention: Paul Creson . Hearing Date

T T A S T T A T R T TR
Gentlemen: e (R

Subject: Weil Proposal
#1 Neal Com.
1880 FNL & 1650' FuWL
Section 5-75-26¢
Chaves County, New Mexico
Pecos Slope Prospect
Mesa OP 05-NM-0138-224

Pursuant to that certain Letter Agreement and Operating Agreement

“Aated July 20, 1579, by and between Mesz Petroleum Co., and Public
Lénds Exploration, !nc., along with that certain Amendment to Agreements
made effective April 1, 1982, Mesa, as operator hereby propose:s the
drilling of the captioned well. This is by definition & development
jocztion and the Corona Qi1 Company interest will bé borne by Mess,
subject to & 300% non-consent penslty as set out in the above szig
agreements.

A copy of the Operating Acreement was sent to you in tetter of April
7, 1982,

Very truly yours,
s
-, " ! " (j/-
, b
Kevin Dentzer
cs

MESA PETROLEUM CO./ VAUGHN BUILDING /SUITE 1000/ AC 215/ 683-5321 /MIDLAND, TEXAS 7S701-448
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MES

FETROLEUM CO,

! June 3, 1982

E Corona 0i} Company
! L4835 1LBJ Freeway
| Suite 635

Dallas, TX 75234

Attenticn: Mr. Don Wiljiams

Gentlemen:

Subject: Compulsory Pooling Case 7606
g Oil Conservation Lommission
! T-7-5, R-26-L

Section 5: NW/4
Chaves County, New Mexico
#1 Neal Com. .
F Mesz OP 05-NM-0138-224 ~

Enclosed for your information plesss find Docket: Examiner Hearing-
Wednesday-June G, 1982. At this hearing MTS Limited Partnership's
application for the compulsory pooling of the interesis of Ralph O,
Sparks, Jr. and Mozelle Sparks Kastion in the SW/L NW/h of Section 5,
T-7-5, R-26-E, Chaves County, New Mexico will be heard concerning the
drilling of the #1 Nea! Com. (Net .50% WI),

if you should have any questions concerning this hearing please contact
Kevin Dentzer at 915-683-5391,

Very truly yours,

?' s, L

I,

E

£ ) Kevin Dentzer
3 .
¥

7/
P

—~——

cs
Enclosure

MESA PETROLEUM CC./ VAUGHN BULDING /SUITE 1000/ AC 815/ 6E3-5S381 /MIDLAND, TEXAS 78701 293




MESR

PETROLEUM CO.

Juns 3, 1982

Mr. F. Andrew Grooms
P, 0, Box 908
Roswell NM 88201

Dear Mr. Grooms:

Subject: Compulsory Pooling Case 7606
0il Conservation Commission
T-7-S, R-26-E
Section 5: NW/h
Chaves County, New Mexico
#1 Neal Com,
Mesa GP 05-NM-0138-224

Enclosed for your information please find Docket: Examiner Hearing-
Wednesday-June 9, 1982, At this hearing; -IATS Limited Partnership’'s
application for the compulsory pooling of the interests of Ralph 0.
Sparks, Jr. and Mozelle Sparks Hatton in the SW/4 NW/L of Section 5,
T-7-S, K-26-£, Chaves County, New Mexico will be heard concerning the
drilling of the #1 Neal Com. (Het .50% Wi},

If you should have any questions concerning this Hearing please contact
Kevin Dentzer at 915-683-5391.

Very truly yours,
) fi
S 04
/“V’\’——'—" LJ\A
Kevin Dentzer

-~

cs
Enclosure
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PEYROLEUM CO.

June 3, 1982

Mr. Carl A, Schellinger
516 Security Naticnal Bank Building
P. 0.Box LL7

‘Roswe 1l NM 88201

Dear Mr. Sche]lﬁnger:

Subject: Compulsory Pocling Case 7606
0ii Conservation Commtssion
T-7-S,R-26-E

Section 5: NW/4

Chaves County, New Mexico
£1 Neal Com.

Mesa OF C5-NM-0138-224

Enclosed for your informaticon please find Docket: Examiner Hearing-
Wednesday-June 9, 1982. At thic hearing MTS Limited Partnerchip's :
application for the compulsory pooling of the interests c¢f Ralph 0. -
Sparks, Jr. and Mczelle Sparks Hatton in the SW/k NW/L of Section 5,
T-7-S, R-26-E, Chavec County, New Mexico will be heard concerning the
drilling of the #1 Neal Com. {Net .50% Wi).

If you should have eny qlUestiocons cbnterning this hearing please contsc
Kevin Dentzer at 915-683-53¢1,

Very truly yours,

'ZL’ "\ £

Kevin Dentzer
cs
Enclosure

MESA PETROLEUM CC./VAUGHN BUILDING /SUITE 1000/7AC 81S/76B32-5221 /7MIDLAND,. TEXAS 75701.4483
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June 3, 1982

Tenneco Qi1 Exploration and Production
6800 Park Ten Blvd.

Suite 200 North

San Antonio TX 78213

Attention: Mr. D. S. Taylor
Gentlemen:

Subject: Compulsory Pooling Case 7606

0il Conservation Commission

T-7-S, R-26-E

Section 5: NW/4

Chaves County, New Mexico

#1 Neal Com.

Mesa OF 05-NM-0138-224
Enclosed for your informstion plesse find Docket: Examiner Hearing-
Wednesday-June &, 1882. At this hearinc, MTS Limited Partnership!
application for the compulsory pooling of the interests of Ralph
Sparks, Ji. and Mozelle Sparks Hatton in the SW/L NW/4 of Section 5,
T-7-S, R-2&-t, Chaves County, New Mexico will be heard concerning the
drilling of the #1 Neal Com. (Net .50% Wi). :

oD
¥

If you should have any questions concerning this hearing please contact
Kevin Dentzer at 915-683-53¢1,

Very truly vours,
o 4! /
. Kevin DentzerL~
! cs
Enclosure

MESA PETROLEUM CO./ VAUGHN BUILDING /SUITE 1000/AC S15/76B3.-5281 /MIDLAND, TEXAS 78701.4483




Dockat No. 16-82

Dockets No3.19 -82 and 20 -82 are tentatively set for June 23 and July 7, 1982. Applicaticns for hearing must
be filed at least 22 days in advance of heaxing date,

COCKET: COMMISSION HEARING - WEDNESDAY - JUNE 2, 1982
01l CONSERVATION COMMISSION -~ 2 A.M.
MORGAN HALL, STATE LAND OFFICE BUILDING
SANTA FE: NEW MEXICO

1982 Commicaion Hearinal

Application of Santa Fe Euploration Co. for an unorthodox gas well location. Edd)_( County, New Mexico.
Applicant, in the above-styled cause, seeks approval of an unorthodox location 660 feet from the North
snid West lines of Secvion 14, Township 20 South, Ranga 2F East, Permo-Penn, Strawn, Atokz and Morrow
formations, the N/2 of said Sectiocn 14 to be dedicated to the well.

of Rule 122C.
CASE 7521:  (PE HOVO)
Application of William B. Barnhill for an unorthodox gas well lccation, Eddy County, New Mexico.

Applicart, in the above-styled cause, seeks approval of an unorthodox location 660 feet Trom the
i South and West lines of Section 35, Towaship 19 South, Range 25 East, Permo~Penn, Strawn, Atcka and

|
Upon application of Chama Petroleum Company, this case will be heard De Novo pursuant to the provisions

Morrow formations, the S/2 of said Section 35 to be dedicated to the well,

Upon application of Chama Petroleum Company and William B. Barnhill, this case will be heard De Novo
pursuant to the provisions of Rule 1220.
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Docket No. 17-82

DOCKET:  EXAMINER HEARING - WEDNESDAY - JUNE 9, 1982
9 A.M. MORGAN HALL, STATE LAND OFFICE
BUILDING, SANTA FE, NEW MEXICO

The followinc cases will be heard before Richard L. Stamets, Examiner, or Daniel S. Nutter, Alternate Examiner:

CASE 7539: Application of Barber Oil Inc. for an Exception to Rule 705-A Eddy cdunty, New Maxico.
Applicant, in the above-styled cause, seeks an exception to the provisions of Rule 705-A of the Division
Rules and Regulations to permit 37 temporarily abandoned injection wells in its Russell Pool waterflood
project to remain inactive for a period of up to three years without the required cement or bridge plugs
being ingtalled therain to isolate the injection zone.

CASE 7600: Application of Gulf 0il Corporation for salt water digposal, Lea County. New Mexico.

Applicant, in the above-styled cause, sesks authority to dispose of produced salt water into the Seven
Rivcr; and Queen formationa in the perforated interval from 3338 faat to 1448 faat in ite Arnott~Ramsay
{NCT-8) Well No. 4 located in Unit D of Section 32, Township 25 South, Range 37 East, Langlie Mattix Pool.

CASF_7548: (Continued from April 14, 1982, Examiner Hearing)

Application of Tahoe 0il & Cattle Co. for salt water disposal, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water inte the San
Andres formation in the perforated interval from 4932 fest to 4992 feet in its Schwalbe Well No. 1,
located in Unit P of Section 21, Township 9 South, Range 37 East, West Sawyer-San Andreas Pool.
CASE 7€0l: "Application of Claude Walker for an oil treating plant permit, Lea County, New Mexico. .
Applicant, in the ahove-styled cause, seeks authority for the construction and operation of an oil
treating plant for the purposs of treating and reclaiming sediment oil at its salt water disposal site
in the NE/4 NE/4 of Section 11, Township 10 South, Range 35 East. '

i ity
B
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Application of Riqueza, Inc. for an oil treating plant permit, Eddy County, New Mexico,

Applicant, in the above-styled cauge, seeks authority for the construction and cperation of an oil
treating plant for the purpose of treating and reclaiming sedxment. oil in the NEM of Section 26,
Township 22 South, Range 29 East. .

Ammlization of Riyueza, IAC. I[Or an exception to Order No. R-3221, Eddy County, New Mexico.
Applicant, in the above~styled cause, seeks an exception to Order No. R=3221 to permit the
commercial disposal of produced brine into an unlined surface pit located near its proposed oil
treating plant in the NE/4 of Section 26, Township 22 Squth, Ranvs 29 East.

(Continued from May 26, 1982, Examiner Hearing)

Application of § & J 0il Company for special pool rules, Mcxmley County, New Mexico.

Applicant, in the above-styled cause, seeks the promulgation of special pool rules for tha Seven
Lakes-Menafee 0il Pool to provide for wells to he leocated not nearer than 25 feet to the quarter-quarter
section line nor nearer than 165 feet to lands owned by an offcet operator.

application of Rio Pecos Corporation for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the surface

to the base of the Pennsylvanian formation underlying the W/2 of Section 2, Township 19 South, Range

32 past, to be dedicated to a well to be drilled at a standard location thereon. Aalso to be congidered
will be tne cost of drilling and completing.said well and the allocation of thy cost thereof as well

as actual operating costs and charges for supervision, designation of applicant as operator of the well
and a charge for risk involved in drilling said well.

Application of Yates Petroleum Corporation for compulsory pooling, Eddy County, New Mexico.

Applicant, in the abovo-styled cause, gseeks an order pcoling all mineral interests from the top of the
Wolfcamp formation through the uppermost 100 feet of the Mississippian Chester Limestone underlying

the W/2 of Section 33, Township 19 South, Range 24 East, to be dedicated to a well to be drilled at

a standard location thereon. Alsc to be considere”:.ill be the cost of drilling and completing said

well and the allocation of the cost thereof as well as actual cperating costs and chaxrges foxr supervision,
designation of applicant as operator of the well and a charge for risk involved in drilling said well.

Application of MIS Limited Partnership Company for compulsory pooling, Chaves County, New Mexico.
Applicant, in the above-stylad .causs, seeks an order pooling all mineral interests from the suxface
throuch the base ¢f the Abo formation underlying the NW/4 of Section 5, Township 7 South, Range 26 East,
to be dedicated to a well tn he drilled at a standard location thereon. Alsc to be considered will be
the cost of drilling and completing said well and the allocation of the cost thereof as well as actual
oparating costs and charjes for supervision, designation of applicant as operator of the well and a charge
for risk involved in drilling said well.

(Cnnti.nuadvfrom May 26, 1962, Examiner Hearing)

Application af QXOOQ for conpulsory pooling, San Juan County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooiing all mineral interests from th- surface

to the base of the Mesa Verde formation u.nd.zlyi.m‘ the E/2 of Section 20, Township 32 North, Range 8
West, to be dedicated to'a well to be drilled at \andazd location thareon. Also to be considered
will be the cost of drilling and completing said w . and the allocation of the cost thereof as well
as actual operating costs and charjes for supervision, designation of applicant as operator of the well
and ¢« charge for risk involved in drilling said well. .

(COnﬁinucd and Readvertised)

Application of ‘Standard Resources Corp. for designation of a ttht formation, Chaves ant Eddy Counties,
New Mexico. Applicant, in the a.bove—styled cause, seeks the desiqnat:.on of the Abo-Wolfcamp formation
underlying all or portions of Township 15 South, Ranges 23 t:htough 25 East, Township 19 South, Range 20
East, and Township 20 South, Range 20 East, a11 in Chaves County; in Eddy County: Township 16 South,
Ranges 23 through 26 Zast, Township 17 Sout.h, Ranges 21, 23, 24, and 25 East, and Township 18 South,
Ranges 21, 23, 24 and 25 Bast, Township 19 South, ‘Ranges 21, 23 'and 24 East, and Township 20 South,
Ranges 21, 23 and 24 East, containing 460,800 acres, more or less, as a tight formation pursuant to
Section 107 of the Natural Gas Policy Act and 13 CFR Section 271. 701-705.
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CASE 7607: Application of El Paso Natural Gas Company for the abolishment of che Blanco-Pictured Cliffs Pool
and the expansion of the South Blanco-Pictured Cliffs Pool in Rio Arriba, Sandoval and San Juan
Counties, New Mexico. Applicant, in the above~styled cause, seeks the abolishment of the Blanco~
Pictured Cliffs Pool and the expansion of the horjzontal liwits of the South Blanco-Pictured Cliffs
Pool to include the abolished acreage. .

Also to be considered will be the appropriate method for institution of gas prorationing for wells
affected by the change in pool desiqnation.

CASE 7608: Application of Tenneco 0il Company for desigrnation of a tight formation, San Juan County. ew Mexico.
Pursuant to Section 107 of the Natural Gas Policy Act of 1978 and 18 CFR Section 271, 701-705, applicant,
in the above-styled cause, seeks the designation as a tight formation of the Dakota Producing Interval
underlying the foliowing lescribed iands:

All of:

Sections 1 thru 6, Township 29 North, Pange R West;

Sections 1 and 2, Township 29 MNorth, Range 9 West;

Sections 1 thru 18 and Sectiorn 24, Tcwnship 30 North, Range 10 West;

Sections 7 thru 9, 16 thru 21 and 25 thru 36, Township 32 Nért.h, Range 7 Wes:;
All sections, Township 32 North, Range 8 West; and i

All sections, ;rownship 32 North, Range 9 West;

Also:

All of Township 30 North, Range 8 West except Sections 3 thru 5 and Section 35;

All of Townghip 30 North, Range 9 West except Sections 31 thru 34;

All of vownsnip 31 North, Range 5 West except Seciion 32; and
All of Township 31 North, Range 9 West except Sections 27 and 28
contdnlnq 149,760 acres, more or less.
CASE 7609: In the mattar of dm hearing called by the 0il Conservation Civision on its own motion for an ordex
creating and extending certain pools in Chaves, Eddy, and Lea Counties, New Mexico.
(a) CREATE 2 new pool in Eddy County, New Mexico, classified as a gas pool for Middle
Bell Canyon production and designated as the Biushy Draw-Middle Bell Canyon Gas Pool.
The discovery well is the J. C. Williamson EP-USA Well No. 2 located in Unit O of Secticn

26, Tewnship 26 Scuth, Rangs 22 Daast, NePH. Said Pool would comprise: -

TOWNSHIP 26 SOUTH, RANGE 29 EAST, NMPH
Section 26: SE/4

(b} CREATE a new pool in Lea County, New Mexico, classified as an oil pool for Bone Spring
producticn and dasignated as the Legg-Bone Spring Pool. The discovery well is the Amoco
Production Company State LT Well No. 1 located in Unit K of Section 32, Township 21 South,
Range 33 East, NMPM. Said Pool would comprise:

_ TOWNSHIP 21 SOUTH, RAMNGE 33 EASY, NMPM
Section 32: SW/4

(c) CREATE a new pool in Chaves County, New Mexico. classified as a gas pool for Atoka
production and disignated as the Whita Ranch-Atcka Gas Pool. The discovery well is the
Depco, Inc. White Ranch Unit Well No. 1 located in Unit-F of Section 8, Township 13 South,
Range 30 East, NMPM. Said Pool would comprise:

TOWASHIP 13 SOUTH, RANGE 30 EAST, NMPM
Section 8: W/2 —

(d) EXTEND tho mtin-uiui.uippm Gas Pool in Lea County, New Mexico, to include
therain

WI? 14 sou'm, m 36 ust NMPM
Section S: N/2 and SW/4

R

P




Page 4 of 6
EXAMINER HEARING - WEDNESDAY -~ JUNE 9, 1962

{n)

(£)

(g)

(h)

(3}

{x}

(1)

{m)

(n)

(o)
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EXTEND the Baum-Upper Pennsylvanian Pceol in Lga County, New Mexico,
to include therein:

TOWNSHIP 14 SCGUTH, BRNGE 33 EAST, NMPM
Section 18: NE/4

EXTEND the Burton Flat-Morrcw Gas Pool in Eddy County, New Mexico, to
include therein:

TOWNSHIP 20 SOUTH, RANGE 28 EAST, NMPM
Section 8: S/2

<

EXTEND the East Burton Flat-Morrow Gas Pool in Eddy County, New Mexicou, ©
include therein:

TOWNSHIP 20 SGUTH, RANGE 29 EAST, NMPM
Section 6: S/2

EXTESD the Cedar Lake-Morrow Gas Pool in Eddy County, New Mexico, to include
therein:

TOWNSHIP 17 SOUTH, RANGE 30 EAST, NMPM
Section 34: N/2
Section 35: N/2

EXTEND the Crooked Creek-Morrow Gas Pool in Eddy County, New Mexico, to
include therein:

TOWNSHIP 24 SOUTH. RANGE 24 BAST, NMPM
Section 3: S/2
Ssction 10: MN/2

EXTEND the EK Yatas-Seven Rivers-Queen Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 18 SOUTH, RANGE 34 EAST, NMPM
Section 9: SW/4

EXTEND the Elkins-San andres Pool in Chaves County, New Mexico, to
include therein:

IGWRSHIP 7 SCUTH, RANGE 20 EAST, MMPM
Section 22: S/2 NW/4

EXTEND the Empire-Pennsylvanian Gas Pool in Eddy County, New Mexico, to
include therein:

"TCWNSHIP 17 SOUTH, RANGEB EAS'I;' NMPM
Section 20: N/2

EXTEND ‘t.he' Eagt Grama Ridge-Morrow Gas Pool in Lea County, New Mexico, to
include therein:

TOWNSRIP 21 SCUTH, RANGE 35 EAST, NMPM
Section 31:  §/2

EXTEND the Boag Tank~-Morrow Gas Pool in Eddy Cc:unty, New Mexico, tc
include thersin:

TOWNSHIP 19‘0{]‘1'3, RANGBZ‘EAS!‘I NI(PH
Section 34: N/2

"EXTEND the House-Drinkard Pool in Lea County, New Maxico, to include therein:

TOWSSHIP 19 SOUTH, RANGE 30 EAST, NMPM
Section 35: SE/4

TOWSHIP 20 SOUTH, PAWGE 38 EAST, WePM
Section 2: NE/4
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(p)

(q}

()

(3)

(t}

(u)

)

{w)

(x)

{¥)

(2)

EXTEND the South Kemnitz Atcka-Morrow Gas Pool in Lea County, Now Hexico,
to include therein:

TOWNSHIP 16 SOUTH, RANGE 34 EAST, NMPM
Section 19: §/2

EXTEND the EastLaRica—Horrow Gas Pool in Lea Ccunty, Hew Mexico, to
include therein:

TOUNSHIP 18 SOUTH, RANGE 34 EAST. HMPM
Section 35: S/2

sm‘s the North hoving-ktoka Gas Pool in Eddy County, New Maxico, to
include therein:

TOWNSHIP 23 SOUTH, RANGE 28 EAST, NMPM
Section S: All

EXTEND the North Loving-Morrow Gas Pool in Eddy County, New Mexico, to
include thersin:

TOWNSHIP 23 SOUTH, SANGE 28 EAST, NMPM
Section 6: S/2

EXTEND "the Maljamar-Atoka Gas Pool in Lea County, New Mexico, to include
tharain:

TOWNSHIP 16 SOUTH, FANGE 33 EAST, NHPH
Section 28: E/2

EXTEND the South Salt Lake-Morrow Gas Pocl in Lea Cou.nty, New Mexico to
include therein:

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM
.. Section 6: Lots 1, 2, 3, 4, 5, 6, 7. and 8

EXTEND the Sand Hills Grayburg-san A-ndres Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RAKGE 39 EAST, NMPM
Section 31: SE/4

EXTEND the Shugart-Mcrrow Gas Pool in Eddy County, New Mexico, to include
th.to!.n.

WRSHIP 19 SOUTH, RANGE 31 EAST, NMPM
Section 4: N/2

EXTEND the Tom=-Tom San Andres Pool in Chaves County, Naw Mexico, to
include therein: :

TOWNSHIP 7 SOUTH, RANGE 31 EAST, NMPM
Section 35: NEB/4

EXTEND the Travis-UPPCr Pennsylvanian Pool in Eddy County, New Maxico,
to include therein:

TOWNSHIP 18 SOUTH, RANGE_LZB ZAST, NMPM
Section 13: N/2 NW/4 .

EXTEND the North Turkey Track-Morrow Gas Pool in Eddy County, New Mexico,
to include tharein:

TOWNSHIP 18 SOUTH, RANGE 28 EAST, NMPM
Saction 27: E/2
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(aa) EXTEND the White City-Pennsylvanian Gas Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 25 SOUTH,RANGE 26 EAST, NMPM
Section 13: All -

(bh) EXTEND the North Young-Bone Spring Pool in Lea County, New Mexico, to
wnclude therein:

TOWNSHIP 18 SOUTH, RANGE 32 EAST, NMFM
Section 4: 3E/4
Section 1l: W/2
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DOCKET: EXAMINER HEARING - THURSDAY- JINE 17, 1982

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE
ROOM, STATE LAND OFFICE BUILDING, SANTA FE,
KEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowabla productiocn of gas for July, 1982,
from fifteen prorated pools in Lea, Eddy, and Chaves Counties,
New Mexico.

(2) Consideration of the allowable production of gas for July, 1982,
from four prorated pools in San Juan, Rio Arriba, and Sandoval
Countiss, New Mexico. )
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Mr. Joe D. Ramey
Division Director
0il Conservation Division )\L MAY 18 1982
New Mexico Department of Energy

& Minerals -
Post Office Box 2088 e le Yok
Santa Fe, New Mexico 87501 S

Re: Application of Mesa Petroleum Company for Compulsory
Pooling, Chaves County, New Mexico

Dear Mr. Ramey:

Enclosed in triplicate is the application of Mesa Petroleum
Company in the above-referernced matter.

The applicant requests that this matter be included on the
docket for the examiner hearing scheduled to be held on

June 9, 1982.
truly yours
N .Jha.u &/\

William F. Carr

WFC: jh
w/enc.

cc: Steven C. James, Esquire
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NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION

- OF MTS LIMITED PAPTNERSHIP COMPANY

FCGR COMPULSORY PCOLING, CHAVES CASE LG
COUNTY, NEW MEXICO

APPLICATION

Comes now, MTS LIMITED PARTNERSHIP, by and through its

~ undersigned attorneys and, as provided by Section 70-2-17, New

" Mexico Statutes Annotated, 1978 Compilation, hereby makes appli-

cation for an order pooling all of the mineral interests from the

. surface through the base of the Abo formation in and under the
ZfNW/a of Section 5, Township 7 South, Rangc 26 East, N.M.P.M.,

" Chaves County, New Mexico, and in support thereof would show the

1. Applicant is the owner of;§5.75% of the working
interest in and under the NW/4 of said Section 5,

and applicant has the right to drill thereom.

2. Applicant proposed to dedicate the above-
refererniced pooled unit to the Mesa {1 Neal Com Well
to be drilled at an orthodox location 1,980 feet

from the North line and 1,600 feet from the Wést

line of said Section 5.

3. Applicant has SOught”and obtained either voluntary
agreement fof‘pcoling or farmout from all other working

#nterestybwners in the NW/4 of said Section 5 except

the following:

Ralph Sparks,'Jr. .25% MI
Mozelie Hatton | ;ZSZ’MI




4. Said pooling of interest and well completion

will avoid the drilling of unnecessary wells, will
prevent waste and will prctect correlative rights.

5. In crder to permit the applicant to obtain its
just and fair share of the oil and gas underlyiﬁg thé
subject lands, the mineral interest should be pooled,
and applicant should be designated the operator of

the well to be drilled.

WHEREFORE, applicant prays that this application be set
for hearing Lefore the Division’s duly appointed examiner, and

that after notice and hearing as required by law, the Division

. enter its order pooling the lands, including provisions desig-
’fnating the applicant as operator of the well, providing for
“applicant to recover its costs of drilling, equipping and éom-
pleting the well, its costs of supervision while drilling, and
after completion, including’overheadlcharges, and assessing a
irisk factor\for the risk assumed by»the applicant in drilling,
:Tcomﬁleting and equipping the well; and making such other and

- further provisions as may be proper in the premises.

Respectfully submitted,
CAMPBELL, BYRD & BLACK, P.A.

| By‘é@% %9‘/\

William F rr N
Post Office Box 2208

Santa Fe, New Mexico 87501
(505) 988-4421 '
Attorneys for Applicant




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THi HEARING
CALLED BY THE OIL CONSERVATION

IVISION FOR THE PURPOSE OF

v . -~

CONSIDERING:

AN o CASE NO. 7606
C§\ ‘ ;s %;fyé“indm:No.Rr D06
APPLICATION OF MTS LIMITED PARTNERSHIP |
COMPANY FOR COMPULSORY POOLING, CHAVES

COUNTY, NEW MEXICG. ¢;/[§ .

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on four hearing at ¢ a.m. on June 9, 1982,

‘at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this day of September, 1982, the Division
Director, having considered the testimony, the record, and thé
recommendations of the Examiner, and being fully advised in the

premises,

FINUS:




(1) That duc public notice having been given as required
by law, the bivision has jurisdiction of this cause and the

subject matter thereof.

(2) That the applicant, MTS Limited Partnership Company,
seeks an order pooling all mineral interests from the surface
through the base of the Abo formation underlying the NW/4 of
Section 5, Township 7 South, Range 26 Eastc, NMPM, Chavers County,

New Mexico.

{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 in the proposed

proration unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect cbrrelative rights, and to afford to the owner of each
interest in said unit the opportunity to feco&er of 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 they may be, within said

unit.

(6) That Mesa Petroleum Company is the operating partner
for MTS Limited Partnership and should be designatad the

operator of the subject well and unit.

(7) That any non-consenting woiking 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 wdrking interest owner who
does not pay his share of cstimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 200 percent thereof as a reasonable charge

for 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
reasonaktle well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well

costs exceed reasonable well costs.

{11) That $3700.00 per month while drilling and $370.0C per
month while producing should be fixed as reasonable charges for
supetvision (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 addi*ion thereto, the operator should
be authorized to withhold from production the proportionate
share of actual expenditures required fof‘operatihg the subject
well, not in éxcess of-what are reasonable; attfibutable to each

non-consenting working interest.

,-(12) That all proceeds from production from the subject
well which are not disbursed for any reasoa should be placed ih,4
-escrow to be paid to the true owner thereof upon demand and

' proof of ownership.




(13

entered

5, Town

- That an operatj reement dated ”;, 982, and

as Exhibit 6 j covering {the NW/4 of Section

ship 7 South, Y nash, NMPM, {Chaves Counfty, New
Mexico has been accgpted and agredd to by the ownersfof 99.5

: inteygests of Lhe NWY4 of sald Seciion pb.
terms of saild operating agreenient ar
reasondble and should govern thg relationfhips bet all

in the pooled spaqing unit.

interesth\gwne

(]})4&57‘ That upon the failure of the operator of said pcoled
unit to commence drilligg of the well to which said uni+ is
dedicated on or before-ﬁuveﬁggz/;, 1982, the order pooling said

unit should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

(1) 1That all miﬁeral interests, whatever they may be, from
the surface through the base of the Abo formaticn underlying the
NW/4 of Section 5, Towhship 7 South, ﬁange 26 East, NMPM, Chaves
County, New Mexico, are hereby pooled to form a standard
l60-acre gas spacing and proration unit to be dedicated to a

wall 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 1lst day of
r, 1982, and shall thereafter continue the drilling of
said well with due diligence to a depth sufficient to test the

Abo formation;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on 6r before the 1st day of

g&:;;jpu/ : o
mbery 1982, Order (1) of this order shall be null and void




and of no effect whatsoever, unless said operator obtains a time

extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not he drilled to

or abandonment ; within 120 days after commencemeat
thereof, said operator shall appear before the Division Director
and show cause why Order (1) of this order should not be

rescinded.

(2} That Mesa Petroleum Company as operating partner forx
MTS Limited Partnership Company is hereby designated  the

operator of the subject well and unit.

(3) That after the effective date of this order and within
90 days prior to commencing said well, the operator shall
furnish the Nivision and each known working interesi owner 1in

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 interéest 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 prdduétion, and that any such
owner who pays his share of estimated well costs as providéd
above shall remain liable for operating costs but shall not be

liable for risk charges.

(5) That the opératbr shall furnish the Division and each
‘known workiﬁg iﬁterest owner an itemized schedule of actual well
costs within 90 days tollowing completion of the well; that if
,ﬁo objection to the actual well costs is received by the
Division and“the D{;iSion has not objected within 45 days

following receipt of said sChedﬁlé,‘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
reasonable well costs, any non-consenting working interest owner
who has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share oi 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 operator is hereby authorized to withhold the

following costs and charges from production:

(A) The pro rata share of reasonablc well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
36 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, 200 percent of the
pro rata share of reasonable well costs
attributable to each  ndgn-consenting
working 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,

(8) That the uperator shall distribute said costs and
charges withheld from production to the narties who advanced
the well costs.

~ (9) That $3700.00 per month while drilling and $370.00
per month while produc1ng are hereby fixed as reasonable
charges for supervision (combined fixed rates); that the
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 authorlzed to withhold from
productlon the proportionate' share of actual expenditures
required for operating such well, not in excess of what are
_reasonablz, attributable to each non-consenting working
interest. '

.(10) That any unsevered mineral interest shall be
considered 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 from the working
interest's 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 dishursed for any reason shall immediately
be placed in escrow in Chaves 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 the
introduded as Exhibi
the terns of thij nrder shal
between k1l intgfest owners wi
this ord ang are incorporated

eference herein.

gf})qaiﬁ That jurisdiction of this cause is retained for the
ntry of such further orders as the Division may deem

necessary.

DONE at Santa Fe, New Mexico, on the day and year
hereinabove designated.

T ' STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

JCE D. RAMEY,
Director

SEA L
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