
CIMAREy 

Cimarex Energy Co. 

5215N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Wadi Petroleum, Inc. 
14405 Walters Rd., Suite 400 
Houston, Texas 77014 

Re: Caudill West 8 Fee # 2 
NVi Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gentlemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

If you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 

OIL CONSERVATION DIVISION 

CASE NUMBER ^ 
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Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

Pear Resources 
P.O. Box 11044 
Midland, Texas 79702 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 

VIA C E R T I F I E D MAIL 

February 15, 2006 

972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

M. Wayne Luna 
110 N. Marienfeld St., Suite 580 
Midland, Texas 79701 

Ml 

C/MARE 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

J.M. Gahr 

110 N . Marienfeld St., Suite 580 
Midland, Texas 79701 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL ofSection 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

Sandra K. Lawlis 
110 N . Marienfeld St., Suite 580 
Midland, Texas 79701 

Re: Caudill West 8 Fee # 2 
NVa Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option Listed below: 

1. Grant a Term Assignment to Cimarex for $>350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 

VIA C E R T I F I E D MAIL 

February 15, 2006 

972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 



CIMAREJ 

Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Posse Petroleum, Ltd. 
100 N . Central Expressway, Suite 1204 
Richardson, Texas 75080 

Re: Caudill West 8 Fee # 2 
NVi Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Atahualpa Investments, N V . 
100 N. Central Expressway, Suite 1204 
Richardson, Texas 75080 

CIMARE. 

Re: Caudill West 8 Fee # 2 
N1/^ Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Landman 
Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Horsens, Inc. 
100 N . Central Expressway, Suite 1204 
Richardson, Texas 75080 

CIMAREJ 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

i 

C/MARE. 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Mole Oil and Gas, Inc. 
100 N . Central Expressway, Suite 1204 
Richardson, Texas 75080 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarcling your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Landman 

Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

C/MARE} 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Unit Petroleum Company 
P.O. Box 70255 
Tulsa, Oklahoma 74170 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

C I M A R E X E N E R G Y CO. 

Anthony J. Cervi 
Landman 

Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Chesapeake Energy Corporation 
P.O. Box 18496 
Oklahoma City, Oklahoma 73154-0496 

CI MARE. 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Permian Basin Region 

Enclosure 



Cimarex Energy Co. 

5215 N. O'Connor Blvd 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA C E R T I F I E D MAIL 

February 15, 2006 

Devon Energy Corporation 

20 N . Broadway Avenue 
Oklahoma City, Oklahoma 73102-8260 

Re: Caudill West 8 Fee # 2 
NVa Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. Enclosed is our detailed 
AFE reflecting estimated well costs. 

I f you intend to participate, please let me know as soon as possible, and I will send a joint 
operating agreement for your review and execution. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Please contact me at your earliest convenience regarding your decision. My direct line is 
972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosure 

C/MARE. 



Pear Resources 
P. O. Box 11044 
Midland, Texas 79702-8044 
(432) 687-4499 
Fax (432) 686-8400 
Email: Pearresources@att.net 

Offices Located At 
Suite 449 

600 N. Marienfeld 

February 23, 2006 

Cimarex Energy Co. 
Attn: Anthony J. Cervi 
5215 N O'Connor Blvd. 
Suite 1500 
Irving, Texas 75039 

Re: Caudill West 8 Fee #2 
N/2 Section 8, T15S,R36E 
Lea County, New Mexico 

Gentlemen: 

Enclosed is Pear Resources executed AFE wherein Pear elects to participate in the 
drilling ofthe above-referenced well. 

In accordance with your February 15, 2006 letter, please forward to Pear Resources a 
joint operating agreement for review and execution. 

Sincerely, 

Jo Ann Jackson 
Office Manager 

/ 
encl. 1 



CIMAREX 
Magnum Hunter Production, Inc. / Gruy Petroleum Management Co. 

wholly owned subsidiaries of Cimarex Energy Co. 
AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

08-Feb-06 
REGION 

S.E. NM 

WELL NAME 

Caudill West 8 Fee 

WELL NO 

' 2 

PROSPECT OR FIELD NAME 

Star/Denton 

PROPERTY NUMBER 

309499-002 

DRILLING AFE NO. 

LOCATION: 

1,650' FNL, 660' FEL, 8-T15S-R36E BHL 
(same) SHL 

COUNTY 

Lea 

STATE 

NM 

TYPE WELL 

OIL EXPL X 

GAS X PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE 

15-Apr-06 

EST. COMP. DATE 

15-Jun-06 

FORMATION 

Atoka 

EST. TD (TVD) 

12,750' 

PROJECT DESCRIPTION: 
Drill and complete Atoka well. 

-Estimating 2 Fracture treatments in the Morrow zones. 
-No hole problems are anticipated. 
-Closed loop mud system. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$1,878,563 

1,878,563 

178,500 

178,500 

75,000 

$2,132,063 

AFTER 
CASING POINT 

564,250 
564,250 

336,500 
41,000 

377,500 

(75,000) 

$866,750 

COMPLETED 
WELL COST 

$1,878,563 
564,250 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

2,442,813 

515,000 
41,000 

556,000 

$2,998,813 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by insurance 
procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $1,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 
(100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimatedcosts without affecting the authorizationfor expenditureherein granted. By approval of this AFE, the working 
interest owner agrees to pay its proportionateshare of actual legal, curative, regulatory and well costs under term of the joint operating 
agreement, regulatory order or other applicable agreement covering this well.' 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING DEPT. REGIONAL MANAGER 

Howard L. Miller, Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager 
Sr. Drilling/Complelion Engineer - Permian Basin Offshore and Permian Regions Permian Basin 

PEAR RESOURCES 
Gardenia Investments, Ltd. General PadtWNT/lN] 

coByAMan E. Byars, President of BY / / t j / / \ • A T E 
Gardenia Inc., General Partner of 

?/ iei<Tnnp, aiBir, i 
Gardenia Investments, Ltd. 

?/ iei<Tnnp, aiBir, i fM 



Page 1 of 1 

Tony Cervi 

From: Tony Cervi 

Sent: Friday, February 24, 2006 10:30 AM 

To: Jerry Gahr (vfmid@att.net) 

Subject: NE/4 Section 8-15S-36E, Lea County, NM 

Attachments: 20060224111941160.pdf 

Jerry: 

Please find attached an ownership report dated 11/30/04 which covers the E/2 of Section 8. I'm still waiting for 
Allen Harvey to complete the title opinion covering the NE/4, so I am relying on this takeoff for now. As we 
discussed, Wadi Petroleum should be sending me a copy ofthe existing JOA in this area. Hopefully I'll get it early 
next week so I can begin putting everything together. Since most of the contractual interest in this JOA seems to 
be V-F and/or its successors, I would appreciate any guidance you could provide. 

As we discussed, we plan to spud the Caudill West 8 Fee # 2 sometime around mid-April. We have permitted a 
location in the NE/4 for a N/2 laydown unit. I think the easiest thing to do would be to amend the existing JOA to 
exclude the NE/4 of Section 8 and enter into a new JOA covering the N/2. Please let me know if this acceptable 
and how you and the others would prefer to structure the deal, or if you favor another course of action. 

I'll touch base with you next week. 

Tony 

A n t h o n y J . C e r v i 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

3/30/2006 



Cimarex Energy Co. 

5215 N. O'Connor Blvd 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

C I M A R E / 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Atahualpa Investments, N.V. 

Attn: Land Manager 
100 N . Central Expressway, Suite 1204 
Richardson, Texas 75080 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

C I M A R E / 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Chesapeake Exploration Limited Partnership 
Attn: Lynda Townsend 
6100 N . Western Ave 
Oklahoma City, Oklahoma 73118 

Re: Caudill West 8 Fee # 2 
NVz Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Landman 

Permian Basin Region 

Enclosures 

ft 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Compagnie Financiere Suisse, S.A. 
51 de Ruyterkade, Williarristad 
Curacao, Netherland Antilles 

CIMAREA 

Re: Caudill West 8 Fee # 2 
NY2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $>350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 

Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.31 10 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Devon Louisiana Corporation 
Attn: Chuck Lundeen 
20 N . Broadway Avenue 
Oklahoma City, Oklahoma 73102-8260 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 

Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Gahr Energy Company 
110 N. Marienfeld St., Suite 580 
Midland, Texas 79701 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CI 

Anthony J. Cervi ^ 
Landman 
Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

CIMAREX 
VIA F E D E R A L EXPRESS 

March 10, 2006 

Horsens, Inc. 

Attn: Land Manager 
100 N . Central Expressway, Suite 1204 
Richardson, Texas 75080 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi V> 
Landman 
Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

CIMARE) 

VIA F E D E R A L EXPRESS 

March 10, 2006 

M. Wayne Luna 

HON. Marienfeld St., Suite 580 
Midland, Texas 79701 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 

Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

Pear Resources 
110 N . Marienfeld St., Suite 580 
Midland, Texas 79701 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Anthony J. Cervi 
Landman 
Permian Basin Region 

CI 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Posse Energy, Ltd. 

Attn: Land Manager 
100 N. Central Expressway, Suite 1204 
Richardson, Texas 75080 

Re: Caudill West 8 Fee # 2 
NVi Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Sandra K. Lawlis 
110 N . Marienfeld St., Suite 580 
Midland, Texas 79701 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

Anthony J. Cervi ^ 
Landman 
Permian Basin Region 

CI 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Ultramar Production Company 
One Valero Way 
San Antonio, Texas 78269-6000 

CIMAREj 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

IP 5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Unit Petroleum Company 
Attn: Fred Schantz 
407 N . Big Spring, Suite 101 
Midland, Texas 79701 

Re: Caudill West 8 Fee # 2 
NVz Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosures 



Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.31 10 

VIA F E D E R A L EXPRESS 

March 10, 2006 

Wadi Petroleum, Inc. 
Attn: Judy Farrar 
14405 Walters Rd., Suite 400 
Houston, Texas 77014 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 

Gendemen: 

Cimarex Energy Co. proposes to drill a 12,750' Atoka test at an approximate location 1250' 
FNL & 660' FEL of Section 8-15S-36E, Lea County, New Mexico. I f you intend to 
participate, please execute and return the enclosed Joint Operating Agreement and AFE to 
the attention of the undersigned as soon as possible. I f you do not wish to participate, we 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter would be appreciated as we have a rig scheduled to 
spud this well on or about May 1. I f you have any questions, please do not hesitate to 
contact me. My direct line is 972-443-6452. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosures 



11 
Magnum Hunter Production, Inc. / Gruy Petroleum Management Co. 

wholly owned subsidiaries of Cimarex Energy Co. 
AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

08-Feb-06 
REGION WELL NAME WELL NO PROSPECT OR FIELD NAME PROPERTY NUMBER DRILLING AFE NO. 

S.E. NM Caudill West 8 Fee 2 Star / Denton 309499-002 

LOCATION: 

1,250" FNL, 660' FEL, 8-T15S-R36E BHL 
COUNTY 

Lea 

STATE 

NM 

TYPE WELL 

OIL EXPL X 

(same) SHL 

COUNTY 

Lea 

STATE 

NM 
GAS X PROD 

ORIGINAL ESTIMATE 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE 

15-Apr-06 

EST. COMP. DATE 

15-Jun-06 

FORMATION 

Atoka 

EST. TD (TVD) 

12,750' 

PROJECT DESCRIPTION: 
Drill and complete Atoka well. 

-Estimating 2 Fracture treatments in the Morrow zones. 
-No hole problems are anticipated. 
-Closed loop mud system. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$1,878,563 

AFTER 
CASING POINT 

564,250 

COMPLETED 
WELL COST 

$1,878,563 
564,250 

1,878,563 564,250 2,442,813 

178,500 336J500 515,000 

178,500 
41,000 41,000 

377,500 556,000 

75,000 (75,000) 

$2,132,063 $866,750 $2,998,813 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $1,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 
(100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING DEPT. REGIONAL MANAGER 

Howard L. Miller, Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager 
Sr. Drilling/Completion Engineer - Permian Basin Offshore and Permian Regions Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY BY DATE 

3/10/2006 2:51 PM 



Magnum Hunter Production, Inc. / Gruy Petroleum Management Co. 
wholly owned subsidiaries of Cimarex Energy Co. 

AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

08-Feb-06 
REGION 

S.E. NM 

WELL NAME 

Caudill West 8 Fee 

WELL NO 

2 

PROSPECT OR FIELD NAME 

Star / Denton 

PROPERTY NUMBER 

309499-002 

DRILLING AFE NO. 

LOCATION: 

1,250' FNL, 6601 FEL, 8-T15S-R36E BHL 
(same) SHL 

COUNTY 

Lea 

STATE 

NM 

TYPE WELL 

OIL EXPL X 

LOCATION: 

1,250' FNL, 6601 FEL, 8-T15S-R36E BHL 
(same) SHL 

COUNTY 

Lea 

STATE 

NM 
GAS X PROD 

ORIGINAL ESTIMATE 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE 

15-Apr-06 

EST. COMP. DATE 

15-Jun-06 

FORMATION 

Atoka 

EST. TO (TVD) 

12,750" 

PROJECT DESCRIPTION: 
Drill and complete Atoka well. 

-Estimating 2 Fracture treatments in the Morrow zones. 
-No hole problems are anticipated. 
-Closed loop mud system. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$1,878,563 

AFTER 
CASING POINT 

564,250 

COMPLETED 
WELL COST 

$1,878,563 
564,250 

1,878,563 564,250 2,442,813 

178,500 336,500 515,000 
41,000 

178,500 377,500 
41,000 

556,000 

75,000 (75,000) 

$2,132,063 $866,750 $2,998,813 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $1,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 
(100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING DEPT. REGIONAL MANAGER 

Howard L. Miller, Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager 

Sr. Drilling/Completion Engineer - Permian Basin Offshore and Permian Regions Permian Basin 

JOINT INTEREST APPROVAL 

3/10/2006 2:51 PM 
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Tony Cerv i 

From: Tony Cervi 

Tuesday, March 21, 2006 4:11 PM 

James Bruce (jamesbruc@aol.com) 

Sent: 

To: 

Subject: RE: Caudill West 8 Fee # 2 (pooling respondent list) 

Attachments: Pooling respondent list.doc 

Jim 
I have attached a revised list. Please use this instead. Thanks. 
Tony 

From: Tony Cervi 
Sent: Friday, March 10, 2006 3:25 PM 
To: James Bruce (jamesbruc@aol.com) 
Subject: Caudill West 8 Fee # 2 (pooling respondent list) 

Attached is a list of the people we need to pool. Disregard the phone numbers. Please let me know if you 
need anything else. Thanks. 

Tony 

A n t h o n y J . C e r v i 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

Jim: 

3/30/2006 



Wadi Petroleum, Inc. 
Attn: Judy Farrar 
14405 Walters Rd., Suite 400 
Houston, Texas 77014 

Pear Resources 
P.O. Box 1889 
Midland, TX 79702 

M. Wayne Luna 
P.O. Box 1889 
Midland, TX 79702 

J.M. Gahr 
P.O. Box 1889 
Midland, TX 79702 

Sandra K. Lawlis 
P.O. Box 1889 
Midland, TX 79702 

Posse Energy, Ltd. 
Attn: Land Manager 
1221 McKinney, Suite 3700 
Houston, Texas 77010 

Atahualpa Investments, N.V. 
Attn: Jorgen Christiansen 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

Horsens, Inc. 
Attn: Jorgen Christiansen 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

Unit Petroleum Company 
Attn: Fred Schantz 
407 N. Big Spring, Suite 101 
Midland, TX 79701 

Chesapeake Exploration Limited Partnership 
Attn: Lynda Townsend 
6100 N. Western Ave. 
Oklahoma City, Oklahoma 73118 



Devon Louisiana Corporation 
Attn: Chuck Lundeen 
20 N. Broadway Avenue 
Oklahoma City, Oklahoma 73102-8260 

Ultramar Production Company 
Attn: Land Manager 
One Valero Way 
San Antonio, Texas 78269-6000 

Gahr Energy Company 
P.O. Box 1889 
Midland, TX 79702 

Compagnie Financiere Suisse, S.A. 
Attn: Jorgen Christiansen 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

Cordry Oil & Gas 
10990 Quivira Road, Suite 130 
Overland Park, KS 66210 

Bessero Oil Company 
P.O. Box 10948 
Midland, TX 79702 

Garry M. Porter 
10990 Quivira Road, Suite 130 
Overland Park, KS 66210 

V-F Petroleum, Inc. 
P.O. Box 1889 
Midland, TX 79702 

Unleased Mineral Owners 

W.H. West 
(no address available) 

Shirley Burney 
210 E. Seventh St. 
Covington, Kentucky 41011 



Delores Thomas 
P.O. Box 747 
Cascaldia, Oregon 97329 

Billy Jean West 
(no address available) 

Azariah Lasater 
(no address available) 

Audy M. Pearce 
(no address available) 

George C. Lasater 
(no address available) 

Izorah Lasater Black 
(no address available) 

Orren Beaty 
(no address available) 

Orren Beaty, Jr. 
(no address available) 

Estate of L.L. Cain 
(no address available) 

Peggy Jean Cain 
(no address available) 



JAMESBRUCE 
ATTORNEY AT LAW 

POST OFFICE BOX 1056 
SANTA FE, NEW MEXICO 87504 

369 MONTEZUMA, NO. 213 
SANTA FE, NEW MEXICO 87501 

(505) 982-2043 (Phone) 
(505) 660-6612 (Cell) 
(5050 982-2151 (Fax) 

iamesbruc@aol.coni 

March 11,2006 

Florene Davidson 
Oil Conservation Division 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

Dear Florene: 

Enclosed for filing, on behalf of Cimarex Energy Co., are an original and one copy of an 
application for compulsory pooling, together with a proposed advertisement. The advertisement 
has also been e-mailed to the Division. Please set this matter for the April 13, 2006 Examiner 
hearing. Thank you. 

V̂ ef y truly yours, 



POOLING LIST 

Wadi Petroleum, Inc. 
Attn: Judy Farrar 
Suite 400 
14405 Walters Rd. 
Houston, Texas 77014 

Pear Resources 
Suite 580 
HON. Marienfeld St. 
Midland, Texas 79701 

M. Wayne Luna 
Suite 580 
HON. Marienfeld St. 
Midland, Texas 79701 

J.M. Gahr 
Suite 580 
HON. Marienfeld St. 
Midland, Texas 79701 

Sandra K. Lawlis 
Suite 580 
HON. Marienfeld St. 
Midland, Texas 79701 

Posse Energy, Ltd. 
Attn: Land Manager 
Suite 1204 
100 N. Central Expressway 
Richardson, Texas 75080 

Atahualpa Investments, N. V. 
Attn: Land Manager 
Suite 1204 
100 N. Central Expressway 
Richardson, Texas 75080 

Horsens, Inc. 
Attn: Land Manager 
Suite 1204 
100 N. Central Expressway 
Richardson, Texas 75080 



Unit Petroleum Company 
Attn: Fred Schantz 
Suite 101 
407 N. Big Spring 
Midland, TX 79701 

Chesapeake Exploration Limited Partnership 
Attn: Lynda Townsend 
6100 N. Western Ave. 
Oklahoma City, Oklahoma 73118 

Devon Louisiana Corporation 
Attn: Chuck Lundeen 
Suite 1500 
20 N. Broadway Avenue 
Oklahoma City, Oklahoma 73102-8260 

Ultramar Production Company 
One Valero Way 
San Antonio, Texas 78269-6000 

Gahr Energy Company 
Suite 580 
HON. Marienfeld St. 
Midland, Texas 79701 

Compagnie Financiere Suisse, S.A. 
51 de Ruyterkade, Williamstad 
Curacao, Netherlands Antilles 

Unleased Mineral Owners 

W.H. West 
(no address available) 

Shirley Burney 
210 E. Seventh St. 
Covington, Kentucky 41011 

Delores Thomas 
P.O. Box 747 
Cascadia, Oregon 97329 



Billy Jean West 
(no address available) 

Azariah Lasater 
(no address available) 

Audy M. Pearce 
(no address available) 

George C. Lasater 
(no address available) 

Izorah Lasater Black 
(no address available) 

Orren Beaty 
(no address available) 

Orren Beaty, Jr. 
(no address available) 

Estate of L.L. Cain 
(no address available) 

Peggy Jean Cain 
(no address available) 



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF CIMAREX ENERGY 
CO. FOR COMPULSORY POOLING, L E A 
COUNTY, NEW MEXICO. Case No. 

APPLICATION 

Cimarex Energy Co. applies for an order pooling all mineral interests from the surface to 

the base ofthe Morrow formation underlying the WA of Section 8, Township 15 South, Range 

36 East, N.M.P.M., Lea County, New Mexico, and in support thereof, states: 

1. Applicant is an interest owner in the WA of Section 8, and has the right to drill a 

well thereon. 

2. Applicant proposes to drill its Caudill West "8" Fee Well No. 2, at an orthodox 

gas well location in the NEViNEV4 Section 8, to a depth sufficient to test the Atoka formation, 

and seeks to dedicate the WA of Section 8 to the well to form a standard 320 acre gas and 

spacing and proration unit for any formations and/or pools developed on 320 acre spacing within 

that vertical extent, including the Undesignated Caudill-Atoka Gas Pool. 

3. Applicant has in good faith sought to obtain the voluntary joinder of all other 

mineral interest owners in the WA of Section 8 for the purposes set forth herein. 

4. Although applicant attempted to obtain voluntary agreements from all mineral 

interest owners to participate in the drilling of the well or to otherwise commit their interests to 

the well, certain interest owners have failed or refused to join in dedicating their interests. 

Therefore, applicant seeks an order pooling all mineral interest owners in the WA of Section 8, 

pursuant to NMSA 1978 §70-2-17. 



ft 

5. The pooling of all mineral interests underlying the WA of Section 8 will prevent 

the drilling of unnecessary wells, prevent waste, and protect correlative rights. 

WHEREFORE, applicant requests that, after notice and hearing, the Division enter its 

order: 

A. Pooling all mineral interests in the WA of Section 8, from the surface to the base 

of the Atoka formation; 

B. Designating applicant as operator ofthe well; 

C. Considering the cost of drilling and completing the well, and allocating the cost 

among the well's working interest owners; 

D. Approving actual operating charges and costs charged for supervision, together 

with a provision adjusting the rates pursuant to the COPAS accounting procedure; and 

E. Setting a 200% charge for the risk involved in drilling and completing the well in 

the event a working interest owner elects not to participate in the well. 

Respectfully submitted, 

P^st Office Box 1056 
Santa Fe, New Mexico 87504 
(505) 982-2043 

Attorney for Cimarex Energy Co. 

2 



NOTICE 

To: W.H. West, Shirley Burney, Delores Thomas, Billy Jean West, Azariah Lasater, 
Audy M. Pearce, George C. Lasater, Izorah Lasater Black, Orren Beaty, Orren Beaty, Jr., 
L.L. Cain Estate, Peggy Jean Cain, Compagnie Fianaciere Suisse, S.A., and Ultramar 
Production Company: Cimarex Energy Co. has filed an application with the New 
Mexico Oil Conservation Division seeking an order pooling all mineral interests from the 
surface to the base of the Atoka formation underlying the N/2 of Section 8, Township 15 
South, Range 36 East, NMPM, Lea County, New Mexico, to form a standard 320-acre 
gas spacing and proration unit. The unit is to be dedicated to the Caudill West "8" Fee 
Well No. 2, to be located in the NE/4NE/4 ofSection 8. Also to be considered will be the 
cost of drilling and completing the well and the allocation of the cost thereof, as well as 
actual operating costs and charges for supervision, designation of applicant as operator of 
the well, and a 200% charge for the risk involved in drilling and completing the well. 
The application is scheduled to be heard at 8:15 a.m. on Thursday, April 13, 2006 at the 
Division's offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. As an 
interest owner in the well unit, you have the right to enter an appearance and participate 
in the case. Failure to appear will preclude you from contesting this matter at a later date. 
The unit is located approximately 3-1/2 miles south-southwest of Hilburn City, New 
Mexico. 



II 

PROPOSED ADVERTISEMENT 

Case No. : Application of Cimarex Energy Co. for compulsory pooling, 
Lea County, New Mexico. Cimarex Energy Co. seeks an order pooling all mineral 
interests from the surface to the base of the Atoka formation underlying the N/2 of 
Section 8, Township 15 South, Range 36 East, NMPM, to form a standard 320-acre gas 
spacing and proration unit for any and all formations or pools developed on 320-acre 
spacing within that vertical extent, including the Undesignated Caudill-Atoka Gas Pool. 
The unit is to be dedicated to the Caudill West "8" Fee Well No. 2, to be located at an 
orthodox gas well location in the NE/4NE/4 of Section 8. Also to be considered will be 
the cost of drilling and completing the well and the allocation of the cost thereof, as well 
as actual operating costs and charges for supervision, designation of applicant as operator 
of the well, and a 200% charge for the risk involved in drilling and completing the well. 
The unit is located approximately 3-1/2 miles south-southwest of Hillburn City, New 
Mexico. 
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Wadi Petroleum, Inc, 
4355 Sylvanfleld Drive, Suite 200 

Houston, Texas 77014 
281-583-2888 

281-583-0504 Facsimile 

Fax Transmittal 

TO: Mr. Anthony Cervi 
Cimarex Energy 

FAX: 972-401-3110 

FROM: Judy Farrar 

DATE: March 21, 2006 

RE: Joint Operating Agreement 
Section 8: N/2 
T15SR36E 

Lea County, New Mexico 

PAGES: 11 pages (including cover) 

NOTES: 
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f l . 
W A D I P E T R O L E U M , I N C . 
4355 Sylvanficld Drtvc, Suite 200 
Houston. Texas 77014 
28J^5B3-2888 Fax 2Sl-5fi3«504 

March 21, 2006 

VIA FACSIMILE 

Mr. Anthony Cervi 
Cimarex Energy Co, 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 

RE: Caudill West 8 Fee #2 
T15S R36E 
Section 8: N/2 
Lea County, New Mexico 

Dear Mr. Cervi: 

Wadi Petroleum, Inc. received the proposed Joint Operating Agreement and Authority 
for Expenditure on the referenced well on March 13,2006 along with your letter 
proposing the CaudiJI West 8 Fee #2 well. Ptease be advised that as provided in the 
Joint Operating Agreement dated April 2.3,1979 Wadi has 30 days from receipt of the 
well proposal to respond. However, since we are in the process of negotiating a new 
Joint Operating Agreement for the Caudill West 8 Fee #2 well, the time frame for a 
response to the well proposal should start upon approval of the Joint Operating 
Agreement. 

In furtherance to the above, Wadi has reviewed the Joint Operating Agreement dated 
March 10/2006 and has the following comments: 

*4y& 1 Line 51: Delete, 
'-Page 2 Lines 4-8: Delete. 
Page 7 Line 67: Add - Each party shall "have the right to". 

-fjage 8 & 8 Alternate: Why are there 2 pages here? Which one is applicable. 
•^Exhibit "A": Ultramar's interest of 1.836648% is now owned by Wadi. Our 

attorney will provide a Stipulation of Interest regarding this interest. 
Ultramar and its subsidiaries sold all right, title and interest to this 

. property to Wadi Petroleum, Inc. effective July 1,1992. 
^Exhibit * A" Participating Parties: Change the address for Wadi Petroleum, Inc. to 

4355 Sylvanfield Drive, Suite 200, Houston, Texas 77014. 
Exhibit "C" Page 5 Lines 31-37: Delete from "The adjustment shall be minus 

the computed adjustment". Add to first sentence "by the percent of 
increase or decrease published by COPAS". 

Exhibit "C" Page 6 Line 1: A number is needed here. Wadi suggests $50,000. 
Wadi would also prefer a ratio 3%, 2%, 1% instead of 5%, 3%, 2% in lines 
3,5,7,21,23,25. 

Exhibit "D": Why is Well Control Insurance not provided within this Exhibit? 
Exhibit "D" Item 6: This paragraph needs further explanation. 
Exhibit "E" Item 3.5: Replace 300% with 100%. 
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Page 2 
Letter dated March 21, 2006 

Exhibit "E" Item 4.1: Replace 30 days/25% with 10 days 50%. 
Exhibit "E" item 5.1: Replace 45 days with eo days. 
Exhibit "E" Item 8: Replace 30 days and 72 hrs with 5 days and 24 hrs. 
Exhibit "E" Item 12.7 & 12.8: Delete one as they are the same paragraph. 
Exhibit "E" Item 13.2: Why is the word "Optional" used here. There does not 

appear to be another paragraph to choose. 

In order to lessen any confusion that you may have in regards to my comments above, I 
have attached revised pages where appropriate. 

Upon our review of the Authority for Expenditure we noted that the Well Control 
Insurance was substantially less than that recommended by our insurance carrier for a 
well of this depth. The recommended insurance for a well drilled to 12,750' is 
$5,000,000 coverage. Since the AFE provides for only $1,0DOrO00 coverage please 
provide Wadi with an explanation as to the reason for the small coverage. 

Should Cimarex be agreeable to the revisions suggested by Wadi, we ask that you initial 
each revision as it appears on the attached pages along with a copy of this letter in the 
space provided below and return by fax the initialed pages and an executed copy of this 
page. 

Upon agreement of a mutually acceptable Joint Operating Agreement Wadi will provide 
our election to the well proposal. 

Thank you and should you have any questions, please give me a call. 

Yours truly. 

Attachment 

Cimarex Energy Co. agrees with the above revisions to the Joint Operating Agreement 
dated March 10, 2006, 

Cimarex Energy Co. 

By: 

Its: 

Date: 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT -1982 

l OPERATING AGREEMENT 
2 
3 THIS AGREEMENT, entered Into by and between Cimarci Energy CD. 

, iKTOtrafltf designated u<l 
5 referred to as "Operator", md die signatory party or panics olber than Operator, sometimes lierairafter referred to individually herein 
6 J5^'on^3p«^r^. andcollccllvclyos'T+jri-OpOTlQrs". 
7 

S WITNESSETH; 
» 

10 WHEREAS, the partes to Otis agreement ore owners of oil and gas leases sad/or ail and ess interests in the Itmd Monti/led In 
11 Exhibit "A", and Uic parties hereto have reached on agreement to explore and develop these leases and/or oil and gas interests for the 
12 production ofoBarri gas ts the cxtm and as hc^ 
13 
14 NOW, THEREFORE, it Is agreed «s allows: 
15 
16 ARTICLE L 
17 DEFINITIONS 
18 
19 As need in ttts agreement, *o following words and terms trait have tilt meanings here escribed tn ttnem: 
20 A. Too term "oil and pis" shall mean oil, gat, casinghead gas, gas condensate, and an other liquid or gaseous hydrocarbons 
2) and other irorkcable substances produced therewith, urdesfl an intent to limit the iiNlusrrcnesa of this term is specifically stntod. 
22 B. The tcntm "oil and ges lease", "base" and "leasehold" shall moan Ihe oil and gas leases covering tracts of land 
21 lying within the Contact Area which arc owned by the partes to this agrHancnt. 
24 C. The term "oil and gas Interests" shall mean unleased fee and mineral interests in tracts of land lying within the 
15 ContiactArr» which arc tm^byy«nics to this agreement. 
2fi D, The term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil and Bas interests intended to he 
27 developed and operated for oil and gas purposes under flits agreement. Such lands, oil and vju leasehold rnteresls and oil and gas tnemsts 
26 are described in Exhibit "A". 
29 E. The train "drillmg unit" shall mean the area Oxed fix the drilling of one well by order or rule of any state or 
30 federal body having authority. If a drilling unit it not fixed by any such rate or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement ofthe Drilling Parties. 
32 P. The tcrm'Mrillsjtc" shall mean the oil and gaa lease or interest on which a proposed well ia to be located. 
33 0- The terms ""Drilling Party" and "Consenting Party" ahall mean a party who agrees to join ta and pay its share of the cost of 
34 any operation condieried under th«TJiD»isieffl oflhUagnxrcnont; 
35 H. The terms "Non-Drilling Party" and "Non-CofrScntmg Party" shall mean a party who electa not to participau! 
36 in a proposed operation. 
37 
38 Unlcfln tho context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 
39 singular, and the neuter gender mcludcsthCTnasiajlmcMidlrusfr̂ ^ 
40 
41 ARTICLE If. 
42 EXHIBITS 
43 
44 Tho following exhibits, as indicated below and attached hereto, arc incorporated in and made a pan hereof: 
43 (3 A.IMitoH"A", sMiMtodelhcfollq™ 
46 (1) IdentiOeatfrm of lands subject lo this agreement, 
47 P) fteslricliom.lfirrry.aswticptrtt, 
4B f j ) Percentages or fractions! mterests of panics u this agreement, 
4$ (4) Oil and gas lenses and/or oil sod gas interests subject to this agreement, 
50 (5) Addresses of parties for noose purposes. 
j l O aEdiilBt,iyl.rumie<L»«a8i 
52 bl C. Exhibit'C'.Accoiirih'ng Procedure. 
33 Bl D. Exhjbit"D", Insurance. 
54 0 E. Ejhibit"B\OasBaillircinE Afsrccmcnu 
55 ta P. Exhibit "F", Nonrl̂ scriinjDation and Certification of Nofl-Scfpxrgated Faeilitica. 
56 HI G Exhibit "G". j<w-Partr»aniriip. Memorandum of Operating Agreement and Notice orLien end Mortgage 
S? If any nroviaion of any exhibit, except Exhibits "E" and "O .̂ is IneoMietcnt with any provision contained in the body 
58 or *ls agreement, tfffiprwisiotism the rjo* 

59 
60 
61 
62 

63 
64 
65 
66 
67 
68 
69 
70 

- 1 -
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A.AJ i . FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

1 ARTICLE I I I . 
2 INTERESTS OF PARTURS 
3 

4 A. OMlluilOmlnUl^tK 

S 
6 If toy part/ ami an uil mi gas iiimust in Ihe CiaiUaU Awn, Ihtl IIIU-IUIL jliall Ix Inaiud tat nil pmpujrmrisflaV itnttnsM 
7 ^ * ™ g ^ l * ™ h c " n f " l f ft <T f " —^pTI - lTrn t r f f^ iTrm n- rnTin.il "TT mil the owner thereof 
8 •"•»"' I*. ULUIRJ to own bum mi lujinlLi littum lurni im in audi ium, uiiU Un hi WUSITIHI.C nauee uMwiitdtx 
9 

10 B. Interests of Parties in Costs and Prodpctlon; 
11 

12 Unlcaa changed by other provisions, all costs nnd liabilities incurred In operations under this jfcrarment shall be Dome and 
13 paid, and all equipment and materials ncquircd in operations on the Contract Area shall be owned, by Ibe partiea as their interests are act 

14 form in Exhibit -A", fc, the same " X & n & ^ i ^ ^ ^ o f o i l ?!&f>* ft?ffl ( h ° " M 1 ! " ' A ™ *> «« • «- „ . 1 M , . r - u 1 1 . h i u u i i n» wwiing revnmca una nm^rjtuflitat which arc not stfltoeflii fttrtlv crmnmA int*rejttt J 

15 payment 0 f - f W t f l i « H B ^ « « ^ W " 1 " ^ M ^ M j 
16 — ~ ' " 

17 Regardless of wtteh party has Mnoibuied the lcase(s) and/or oil and gas mtercstfs) hero» oo wliieh royalty is due and 
18 payable, each ptrty entitled tn receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or 
19 cause to be paid or deHvcred. to the extent of its interest in sueh prod^hoo, die royalty amount stipulated hereinabove and shaU hold Ihe 
20 other parties free from any liability therefor. No party shaU ever be responsible, however, on a price basis higher than the price received 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should demand and 
22 rtocivo settlement on a higher price basis, the parry contributing *o aftaod lease shall bear the additional royalty burden attributable to 
23 such higher rrrioc. 
24 

25 Nothing contained in Otis Article I1U3. shall be deemed an assignment or ercss^grtmcnt of interests covered hereby. 
2d 
27 C Excess ItaynhMS, Overriding Royalties and Other Ferments: 
2S 

2p Unless changed by other provisions, if Ihc interest of any party in any lease covered hereby is subject to any royalty, 
30 overriding royally, production payment or other burden on production in excess ofthe amount stipulated in Artiek Hid}., such party so 
31 burdened shall assume and alone bear all such excess obligatioro and shall indemnify and hold the other parties hereto harmless from any 
32 and a|| claims and demands for rmymcntasscrtcd by owners of such excess burden. 
33 
34 D. Subsequently Created Interests; 
33 

36 If any party should hereafter create an overriding royalty, production payment or other burden payable out of reduction 
37 attribrjtabte to its worldne interest hereunder, or if sueh a burden existed prior to litis agreement and is not sot forth in Exhibit "A", or 

ai^tedobllaation of all panics / (any such interest being hereinafter referred to as "subsequently created interest" irrespective of the 
Brains o f ' B creation and Ihe party out or whose worldng interest the subsequently created interest Li derived being hereinafter referred 
to as 'tatrdencd party"), and: 

39 Agri 
40 
41 
42 
43 
^ I . If the burdened party is required under this agreement to assign or relinquish lo any other patty, or parties, all or a portion 

of its working interest and/or the production attributable thereto, said other party, or partiea, shall receive said assignment and/or 
production tree and clear of said subsequently created interest and the burdened party shad indemnify and save said outer party, 
or patties, hannlesa from any and all claims and demands for payment asserted by owners of the subsequently created interest; 
and. 

If the burdened party fails to pay, when due, its shore of expenses clwgeablo hereunder, all provisions of Article VI1.B, shall bo 

enforceable against the subsequently created interest in Ihe sum manner as they am enforceable against tiro working interest of 
ihe burdened party. 

ARTICLE IV, 
TITLES 

A. Ttilz Examination! 

45 

46 

47 

48 

49 

£0 

51 

52 

53 

54 

35 

56 

57 

58 . .. . .. , O 

59 

60 

61 

62 

63 

64 

65 

66 

67 

08 

69 

70 

Title exarnination shaft be mode of &ny proponed vol! pri«^-teHMtnraeiw«tw or. If 
thc-BritMng Portiftfl<p roquaeC, title oxonrini»tiofr̂ h<T^ 1m«fl««.d/ar ail anil p» jnhmrtn inpiudpd. OF prW^wt-̂ -hq indnd 
otl|-tn-4h> drilling unit around wall vwti The opinion will rtifiludn the (nvncnihtp of the working interest, minerals, royalty, overriding 
royalty nnd production payments under fte applicable leases. At the time a well i i proposed, each pony cocttrfbullng teases and/or oil and 
gas interests ID the drillsHo, or to be included in aueh dfUltafi unit, ahall furnish ta Operator all atwtraou (including federal lease status 
report*), title opinions, litJc papers and curative material in its porawakm free of charge. All such infonratian not in the possession of or 
made available to Operator by Ihe partite, but necessary for the tewniiialioti of the tide, shall be obtained by Operator. Operator shall 
cause title to be examined by attorneys on its Staff or by outside attorney?*. Copies of all title opinion* ahall be fbmislicd to each party 
hereto. The eost incurred by Operator in tins tiflo program shall be boraa as folJawn; 

• Option No. 1: Costs inclined by Operator in procuring ptatrmcte and title cxwrrinatton (including preliminary, supplemental, 
shut-in gas royalty opinion.-, and division order title opinions) shaU be a part of the adrronistrativc overhead es provided in Exhibit "C*\ 
and shall not be a direct charge, whether performed by Operator's stntfattomoys or by outside attorneys. 
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AA.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE VI 
continued 

1 If and when the CorAcntirig ?&TDC& recover from a rvonOrnararting Party's rcltnqutshcd interest the arnotmts provided for above, 
2 the relinquished Interests of such Non-Coriacnunr; Fatty shall automatically revert to it, and, from and after sueh reversion, aueh Non-
3 Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production 
4 thrsrrTrcrm as such Nrm-Cunjcriurig Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging 
5 bade of said well Thereafter, such Non-Consenting Party shall be charged with ond shall pay its proportionate pan of the further coats of 
6 the operation of said well in aeĉ RYJaricc with Iho terms of this agreement and the Accounting Procedure attached hereto. 
7 
8 
9 

10 NetwithstandltiB the provisions of this Article VI.BX. It ia agreed that without the mutual consent of all parties, no wells shall 
11 be completed in or produced from a source of supply from which a veil located elsewhere on Ihe Contract Area is producing, unless such 
12 well conforms to tho t)ira^iii5nng\vell»rwtr^pattcni for suchscwe of supply. 
13 
14 
I i 
16 The provisions of this Article shall have no application whatsoever to tho drilling of the initial wall described in Article Vl.A. 
17 except (a) as to Article VTtD.1. (Option No. 2), if selected, or (b) lie to the reworking, deepening and plugging back of such initial well 
I t after if has been drilled to the depth specified in Article VIA. if It shall thereafter provo to be a dry holo or, if initially completed fbf pro 
19 dut̂ ion, ceases to produce in psyhge^ 
20 
21 
22 
23 3. SJarjdjBiJQlIK; When a well which has been drilled or deepened has reached its authorised depth and all tests have been 
24 completed, and the results thereof furnished to the parties, stand-by casta incurred pendirut response to a party's notico imposing a 
23 reworking, deepening, phifjgina back or completing operalion in such a well ahall be shragod anil borne as part of the drilling et deepen. 
26 tag operation just completed. Stand-by easts subsequent to all panics responding, or aqriration of the response time permitted, whichever 
27 first occurs, and prior to agreement as to the participating interests nf all ConserhinR Parties puirruant to the terms of the second grom-
28 matlcnl paragraph of Article V1.S.2., shall bo charged to and home as port of the proposed operation, but if the proposal in subsequently 
29 withdrawn because of insufficient participation, sueh stand-by costs shall be allocated between the CoriscntinE Part ten in the proportion 
30 each Cementing Party's interest as shown On Exhibit "A" bears to Ihe total interest oa shown on Bxhioit "A" of all Consenting Par-

31 «cs. 

32 
33 
34 
35 4. Sidetracking Except as herchtaltcr provided, those pmvisriora of this agreement applicable to a "dccpeninB" operation shall 
36 also be applicable to any proposal to dirccdonally control and htentmnally deviate a well from vertical so as to change the bottom hole 
37 location (heron call "sidctrackins"), unless done to atraigWcn the hole or to drill around junk in the hole or because of o*sr 
38 mechanical difficulties. Any party having Ihc right 10 participate in a proposed sidctraxtorig operation that docs not own an interest in the 
39 effected well bore al tho time of Ihc notice shall, upon electing to jjartithpalc, tonder lo the well bore owners its proportionate share (equal 

40 to Its ratcmst in the sidrnwekhtg operation) ofthe value of that porlltin of Iho existing well eore to he utilized as fbilDwj: 

41 
42 

44 (a) If the proposal is for sidetracking an existing dry he*), rdmburaorncnt shall bo on the baaia of die actual costs taeurrcd in 
43 the initial driilini of the well down to the depth at which (he frMcrjaeking operation is InWrnnd. 

46 

47 

48 

49 (b) If the proposal is for aidctraeklng a well which has previously produced, reimbursement diall bo on (he basis of the well's 
30 salvahle maierials and eContent down to tho depth at which the sidetracking operation is initiated, determined in accordance with Uic 
51 proviaioro of Bthibit "C", less the estimated eost of salvaging, and the estimated cost of plugging and abandoninq. 
52 
S3 
54 
55 In the event mat notice ftr a rridoraclang crraation is given while Ihe drilling riB K> ** & oa Wx ŝm. the response period 
56 shall be limited tn forty-eight (43) hours, cxeliaivo of Saturday, Sunday and legal holidays; provided, however, any party may request and 
57 receive llp to eight (8) additional days alter cxrnratkm of the forty-eight (48) hours within which to respond ty paying for all stand-by thnc 
58 racurred during such extended response period. If more than one party ejects to late such additional rime to respond to the notion, stand 
59 by coats shall be allocated between the partiea taking additional time to respond on a day-to-day basis in the proportion each olceting par-
(SO ty's interest as shown on Exhibit "A" bears to the total interest as shown on Bxhlbll "A" or all the ejecting parUes. In all other In-
61 stances the response period to a proposal for sktaracWng shall be limited to thirty (30) days. 

62 

63 

&A 
65 C TAKING PRODUCTION IN KIND: 
M bave the r ight to 
67 Bach party ehe*4to.m kind or separately dispose of Irs rjroporUonatc share of all oil and gas produced from the Contract Area, 
Cg ewluavc of perfection which may be uacd in development and producing cjeraliona and in preparing and Heating oil and gas for 
«p marketing purposes and ̂ eduction unavoidably Inst Any extra expendiuin: incurred In the taking in kind or separate diapoaition by any 
70 party of its rrrapertiotuitrs aharc of (he production shall be borne by such party. Any party laking lis aharo of pre&iction in kind ahall be 

- 7 -
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EXHIBIT "A" 

TO:19724013113 P:7' 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT 
DATED MARCH 10.2006, 

BY AND BETWEEN CIMAREX ENERGY CO., AS OPERATOR, 
AND DEVON LOUISIANA CORPORATION, ET AL, AS NON-OPERATORS 

LANDS SUBJECT TO CONTRACT: 

N/2 of Section B, Township 15 South, Range 36 East, Lea County, New Mexico. 

LIMITATIONS: 

None. 

PARTICIPATING PARTIES: 

Atahualpa Investments, N.V. 
Chesapeake Exploration LP 
Cimarex Energy Co. 
Compagnle Financiers Suisse, S.A. 
Devon Louisiana Corporation 
Gahr Energy Company 
Horssns, Inc. 
M. Wayne Luna 
Pear Resources 
Posse Energy, Ltd. 
Sandra K. Lawlis 
Ultramar Production Company 
Unit Petroleum Company 
Unleased Mineral Interest 
Wadi Petroleum, Inc. 

0.076523% 
1.475694% 

21.963125% 
4.591370% 

20.993750% 
0.850001% 
0.306091% 
0.600001% 

16.865476% 
1.147842% 
0.050000% 
1.836548% 
6.121826% 
6.602821% 

18.528931% 

Wadi Petroleum. Inc . 

100.000000% 

Atahualpa Investments, N.V, 
Attn: Lund Manager 
100 N. Central Expressway, Suite 1204 
Richardson, Texas 73080 

Chesapeake Exploration Limited Partnership 
Attn: Lynda Townsend 
6100 N. Western Ave, 
Oklahoma City, Oklahoma. 73118 

Cimarex Energy Co. 
Attn: Land Manager 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 

CompagniE Financiers Suisse, S.A. 
SI dc Ruyterkade, Willierostad 
Curacao, Netherlands Antilles 

Devon Louisiana Corporation 
Attn: ChuekLundeen 
20 N. Broadway Avenue 
Oklahoma City, Oklahoma 73102-8260 

Gahr Energy Company 
110 N. Marienfeld St, Suite 5S0 
Midland, Texas 79701 

Horsons, Inc. 
Asm: Land Manager 
100 N. Central Expressway, Suite 1204 
Richardson. Texas 75080 

M. Wayne Luna. 
HON. Marienfeld St., Suite 580 
Midland, Tiaras 79701 

Peat Resources 
HON. Marienfeld St., Suits580 
Midland, Texas 79701 

Posse Energy. Ltd. 
Attn: Land Manager 
100 N. Central Expressway, Suite 1204 
Rjchanbon, Texas 75080 

Sandra K. Lawlis 
HON. Marienfeld St., Suite 580 
Midland, Texas 79701 

Uir/anjar Production Company 
One Valero Way 
San Antonio, Texas 78269-6000 

Unit Petroleum Company 
Attn: Fred Schauta 
407 K Big Spring, Suite 101 
Midland, TX 79701 

Wadi Mroleum, Inc. 
Attn: Judy Farrar 
WOS-WitUcwint.Suite 400 4355 Syivanfield. Dr ive , 
Wouŝ -SrawSTOM Houston, Texas 770H 

Suite 200 
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CUPAE 1*94 ONBHORE 
RorMmmendod by the Council 
or Petroleum Accountants 
Soaelles 

Is hter, except that no charge ahall be made during suspension of drilling or completion opsratlcai 
Tor fifteen (1 i) or mote consecutive calendar days. 

(2) Charges for wells undergoing any type of workover er feeorapletioD for a period Df five (S) 
cooseoinive work days or more ahall bo made at the drilling well rate. Such charges (hall be 
applied for the period Own one vmkover operatic with rig or ether anils used In workover, 
commence through date of rig or other unit release, except that na charge shell be made during 
suspension of operations for fifteen Cl 5) or more consecutive calendar days. 

(b) Producing Well Kates 

(1) An active well either produced or 
a one-v/ell charge lor the entire month. 

into for any portion ef the month shall be ccrutidorcd as 

0) 

(2) Each active coaplctkm ta a multMxiraetetcd well in which production is not commingled down 
hole shall be considered as a oncwell charge providing each completion is considered s separate 
will by the governing regulatory authority. 

(3) An Inactive gas arch shut in becqusc ef overproduction or failure of purchaser to take ilia 
production shall bo considered as a oac-wcll charge providing the gas well Is directly connected to 
a permanent sales outlet. 

(4) A one-well charge shall be made for Iho month In which plugging, and abandonment opcradens 
arc eofliplcled on any well. This one-well charge shall bo made whether or not tbe well has 
produced except when drilling well rate applies. 

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease 
allowable, transferred allowable, etc) shall not tatalify tor an overhead charge. 

The well rates shall be adjusted as of the Erst day of April each year following l l " effective date of the 

the rate currently in use by the percentage increase « decrease in the sj«a^gc_jsoltry^tEroltiea of Crude 
Petroleum and Gas Produttlen Workers for tho last calendar ye3r̂ cjunpoiiaTTeMhe calendar yesr preceding ns 
shewn by the index of average weekly aala& r jLJtrmarT£5ai^ and Oas Production Workers as published 
by the United States rkiptvntv î̂ sl̂ -tlSBoti-Bureau of Labor Statistics, or the equivalent Canadian index as 
published^JWisrieS-CarmdaTas applicable. The adjusted rales shall be the rates currently in use, plus or 

wpundadjustmant. *by the percent of increase or decrease published by 
COP AS. 

Overhead - Percentage Basis 

(4}—Oeannwihall ohntgo she laintAcootmr-ofrtho foUowiafrfatefr 

^ParcanHr rrjUfroffha aostcrdcOTlopraMtgŝ eTloiriH'rap^ 

ittBvtaWm<)tfParaff«ph-W of Station Tj nnOoll salvaga araoife 

Paroant I 4W«t4l»«a8t̂ s<i»rat)orHh«^eWPref«cry ainlnalve of aoHfrpreyitlcd 
under Paragraphs 3 and 10 of- gemaa n, all aalvags orurtlfli (he value of injected aubsuuma ijwvhased 
sBf-aeaondwy retswaiy and, all tasug <w4—aaeattnoais itHch—ore lawedt nawssed and na«t-«p»a-<tK> 

ga,—Appiwalieii uf Owilnad rtraaatigii Rnaia ohall bt »a follow. 

Tar tho purpose ef dtsaumming sharps) on-o pernonuiga basH under PBrafjnpli- ID of this Boetion—fflr 
aawlepmwn shall iualude ail eeata ia •oonMatiaa with dfttHns, rtdritlinrj, deaftiBfarj, or an;' remedial 
apanlkw on-say^-oll-wclfe-ims^ lha na» of rWUmg rig and craw napable ef drilling rc-^i^etluane 
interval an the Jaint Propntty; nlMi preliminary laipanditares monsaary in prjparatinn far rtiffllng—ana 
aawwStwg inaiBttd in ahwasMtiiter-^tov^- wall U net enrpplated ns a prod»eer...<ind original eost of 
amamicllan or Installation of fixed—assets, tha mnanntrw—of fbiod mucin -mid—any other project dimly 

diseemiblo ns a fixed'-assay eaaopt-
aastashnme oomidemd as opciaHafc 

Overhead - Major Construction 

To compensate Operator far overhead oosts incurred in the coastrnction and installation of fixed asscte, the expulsion or 
(heed assets, and any other project clearly discernible as a fixed asset required for toe desctopraent and operation or »o 
taint Property, Operator shall either negotiate a rate prior to the beglnrenE of construction, or shall clisrso the Joint 
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7 
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10 
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12 
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H 
15 

16 

17 

IS 

19 

20 

21 

22 

23 

24 

25 

16 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 
40 
41 

42 

43 
44 
45 

46 
47 
tt 
49 

5D 

51 

S3 
53 

54 

55 

56 

57 

58 

59 

6D 
61 

62 

63 

64 

6S 
66 

67 

61 

Accoum for overhead based on the following rales for any Major Construction project in excess nfS 50 , 000.00 

A, __ytfl^%offnstlllM,OOOorto«icOatiflcl!,plua 

8< t ^ % of coals In excess of SI OOJOO hut less than I I 000.000. plus 

C. J t % of easts in excess of S1,000,000. 

Tend cost shall mean the gross coat of any one project. Per the purpose of this paragraph, the component parts cf a single 
project that! nos be treated separately end Hie cast of drilling and workover weBf and artificial lift equipment shall be 

excluded. 

Catastrophe Overhead 

To compensate Operator lor overhead costs incuned in the event of cvpenditures resulting from a single occurrence due 
ta oil spill, blowout, explosion, Are, storm, hurricane, or ether catastrophes as agreed to by the Parties, which arc 
necessary to restore tho Joint Property to tho equivalent ceoditkin that existed prior to the event causing the 
expenditures, Operator shall either negotiate a rate prior to charging Hie Joint Account or ahall charge the Joint Account 
for overhead based on the following rates: 

A. sT* 3 %nrictalccaamrMi»h«00.rA]O:plu3 

P.. ^ ^ Kafmtal casta, io excess of $100,000 hut less than St,00O,OQO; plus 

C. I t _ ^ ^ ttoftoailcosl5lBCxcC3BofSlf000.O00. 

expenditures subject to the overheads above will not bo reduced by insurance recoveries, and oo other overhead 
provisions of this Section HI shall apply, 

AmewltttCnt ef Rates 

The overhead rotes provided for in thus Section ni may be amended Horn time to time only by mutual agreement, 
between the Parties hereto if, m practice, the rates are found to be tasuffuacm or excessive 

IV. PRICIMG OS JOINT ACCOUNT MATPJUAL PURCHASES. TRANSFERS AND DISPOSITIONS 

Operator is responsible fbr Joint Account Material and shall lake proper and timely charges and credits for all Material 
mrnjeineno affecting the Joint Property. Operator shall provide all Material tor use on tho Joint Property; however, at 
Operator's option, such Material may be supplied by the NnaOparatot, Operator shall mass timely draposition of idle andTer 
surpius Material, such disposal being made either through sale to Opsrator or Non-Operator, division In kind, or sale Is 
rxrtsiocrs. Operator may purchase, but shad be uader no obligation to purchase. Interest of Non-Operators In surplus condition 
A or B Material. The disposal of surplus Ctmin>!lnblo Material net purchased by inc Operator shall be agreed to by Ae Parries. 

1. Purchases 

Material purchased, shall be charged at the pnm paid by Operator after dodoctton of all discounts received, m case ef 
Material fiiund to be defective or returned to vendor for any other reasons, credit shall bo passed to Out Joint Asetsmt 
when adjustment baa been received by tho Operator. 

1, Transfers aad Dbrpeshjoua 

Material bmishcrl ro Ihe Joint Property and Material Irarusferred from the John Property or disposed of by the f>srator, 
unless otherwise agreed tt by the Panics, shall be priced en the following basis exclusive of cash accounts: 

A. New Material (Condition A) 

(I) TUbular Goods Other than Line Pipe 

Tubular goods, sized 1 il» inches OO and larger, except line pips shall be priced at eastern mill 
published earietrt base priees effective as of date of movement plus uatispulation east using the M.000 
pound carload weight basis u> the railway receiving point ncanat the Joint ftoocny for which 
published rail rates fcr tubular goods exit If tie SO.000 pouod rail rata Is not offered, tho 70,000 Boned 
er 90.000 pound rail into may bo usee, freight charges tar tubing will be calculated from Lorain, Ohio 
and casing from Yeungstown, Ohio. 

For grades which are special to one mill onry, prices shall be computed at ihc mill base of that mill plus 
irarspartation cost Iron lhat mill to the railway receiving point nearest tao Joint Property as provided 
above in Paragraph 2 M l M far transportation cost from points other than Eastern mills, the 30,000 

(a) 

(h) 

-6 -
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3.3 Whcai a Party fails for any reason to take its Full Sharo of Current Production (as such Share may be 
reduced by the right of the other Partiea to make up for UrKkrpraduction as provided herein) the other 
Patties shall be entitled to take any Gas which such Party Jails to take. To the extent practicable, such 
Gas shaU be made available iarnally to each Underproduced Party in the proportion that its Percentage 
Interest in the Balancing Area bears to the total Percentage Interests of all Underproduced Parties 
desiring to lake aueh Gas. I f ait such Gas is not taken by the Underproduced Parties, the portion not 
taken shall then be made available to the other Parties in the proportion that their respective Percentage 
Interests in the Balancing Area hear to the total Percentage Interests of such Parties. 

3.4 All Gas taken by a Party in acxotrknxe with the provisions of this Agreement, regardless of whether 
such Party is underproduced or overproduced, shall be regarded as Gas taken for its own account with 
tiilo theieto being in such taking Party. 

3 - s Notvrathstsnding the provision of Section 3.3 hereof, no Ov^pAiecd Party shall be entitled in any 
month to lake any Gas i i excess of-rhree hundred percent (36e%J of its Percentage Interest of the 
Balancing Area's then-current Maximum Monthly Availability; provided, however, that this Hiritation 
shall not apply to the extent that it would preclude production that is required to maintain leases in 
effect, to protect the producing capacity of a well or reservoir, to preserve correlative rights, or to 
maintain oil production, "Maximum Monthly Availability" shall mean the maximum average monthly 
rate of production at which Gas can be delivered from the Balancing Area, as determined by (he 
Operator, considering the mrrxmrnca efficient well rate for each well within tho Balancing Area, (he 
rrjaximum allowable^) set by the appropriate regulatory agency, mode of operation, production facility 
capabilities and pipeline pressures. 

3.6 In Hie event that a Party fails to make anangqmenls to take its Full Share of Current Production 
required to be produced to rnaintain leases in effect, to protect the producing capacity of a well or 
reservoir, to preserve correlative rights, or to tnairjlain oil production, the Operator may sell any part of 
such Party's Full Share of Current Production that such Party fails to take for the account of sueh Party 
and render to such Party, on a current basis, tho full proceeds of the sale, less any reasonable 
marketing, compression, treating, gathering or transportation costs incurred directly in connection with 
the sain of such Fun Share of Current Production. In making the sale contemplated herein, the 
Operator shall be obligated only to obtain such price and conditions for the sale as rue reasonable 
under the circumstances and shall not be obligated to share any of its markets. Any such sale by 
Operator under the terms hereof shall be only for such reasonable periods of rimes as are consistent 
with the mmimuiii needs ofthe industry under the particular cirrarrrjstanccs, hut in no event for a period 
in excess of one year. Notwithstanding the provisions of Article 3.4 hereof, Gas sold by Operator for a 
Party under the provisions hereof shall be deemed to be Gas taken fromthe account of such Party. 

4. IN-KIND BALANCING ten (10) 
4,1 Effective the first day of any calendar month following at least (ttrty (3ft) days prior written notieo to 

the Operator, any Underproduced Party may begin taking, in addition to its Full Share of Current 
Production and any Makeup Gas taken pursuant to Section 13«to this Agreement, a sharo of current 
production determined by multiplying twrotv^iwf ̂ ra^nf 125%) of the Full Shares of Current 
Production of all Overproduced Parties by a fraction, the numerator of which is the Percentage Interest 
of such Underproduced Party and the dceorjoinator of which is the total ofthe Percentage Interests of 
all Underproduced Parties desiring tetafcs Makeup Gas. In. no event will an Overproduced Party be 
required to provide more than twertty-fevyprsetmrcji^) of its Full Share of Current Production for 
Makeup Gas. The Operator will promptly notify all Overproduced Parties of the election of an 
Underproduced Party to begin talcing Makeup Gas. (See "Section 14" for Additional Provisions) 

42 Seasonal Limitation of Makeup - Notwithstanding the provisions of Section 4.1, no Overproduced 
Party will be required to provide more than ten percent (10%) of its Full Share of Current Production 
for Makeup Ga3 during the Winter Period. 

43 Notwithstanding any other provision of this agreement, at sueh time and for so long as Operator, or 
(insofar as eoneccos production by the Operator) any Underproduced Party, determines in good faith 
that an Overproduced Party has produced all of its share of tho ultimately recoverable reserves in the 
Balancing Area, such Overproduced Party may be required to make available for Make-up Gas, 
upon demand of Operator or any Underproduced Party, up to one hundred percent (100%) of such 
Overproduced Party's Full Share of Current Production. 

5. STATEMENT OF GAS BALANCES 
5.1 The Operator will maintain appropriate aecomting on a monthly and cumulative basis ofthe volumes 

of Gas that each Party is eglgtal *» Sffive and the volrrmeaofGas actually taken or sold for each 
Party's account Within forty-tpw. (45) days after tho month of production, the Operator will 
furnish a statement tor sueh month showing (1) each Party's Full Share of Current Production, (2) 
the total volume of Gas actually taken ot sold for each Party's account, (3) the difference between the 
volume taken by each Patty and that Party's Full Share of Current Production, (4) the Overproduction 
or Underproduction of each Party and each Party taking Gas will promptly provide to the Operator any 
data required by the Operator for Preparation ofthe statements required hereunder. 

5.2 I f any Party fails to provide the data required herein for four (4) consecutive production months, the 
Operator, or where the Operator has failed to provide data, another Party, may audit the production and 
Gas sales and transportation volumes of the non-reporting party to provide the required data. Such 
audit shall be conducted only after reasonable notice and during normal business hours in the office of 
the Party whose records are being audited. All costs associated with such audit will be charged to the 
account of the Party failing to provide the required data. 

6. PAYMENTS ON PRODUCTION 
6,1 Each Party taking Gas shall pay ox cause to be paid all production and severance (axes due on all 

volumes of Gas actually taken by such Party. 

2 



MAR-21-2006 17:26 FROM: WADI PETROLEUM 281 583 3504 TO:19724013110 P:11'12 

7.10 (Intcrirn Cash Balancing) At any tunc during the terra of this Agreement, any Overproduced Party 
may, in its sole discretion, make cash settlements) with the Underproduced Parties covering all or 

part of its outstanding Gas imbalance, provided that sueh settlements must bo made with all 
Underproduced. Parties proportionately based on the relative imbalance of the Underproduced Parties, 
and provided further that sueh settlements may not be made more often than once every twelve (12) 
months. Such settlements will be calculated in the same manner provided above for Goal cash 
settlements. The Overproduced Party will provide Operator a detailed accounting of any such cash 
settlement within thirty (30) days after the settlement is made. 

8. TESTING 
Notwithstanding any provision of this Agreement to the contrary, any Party shall have the tight, from 
time to time, to produce and take up to one hundred percent (100%) of a. well's entire Gas stream to 
meet the reasonable delivcrability tcst(s) required by such Party's Gas purchaser, and the right to take 
any Makeup Gas shall be subordinate to the right of any Party to conduct such tests; provided, 

f ivchowevcr, that such tests shall be conducted m accordance with prudent operating practices cmh/after 
Atsty days prior written notice to the Operator and ahall last no longer than severrfffiwo (-fit) (24) 
hours. 

9. OPERATING COSTS 
Nothing in this Agreement shall change or affect any Party's obligation to pay its proportionate share 
of all costs and liabilities incurred in operations on or in connection with the Balancing Area, as its 
share thereof is set forth in the Operating Agreement, irrespective of whether any Party is at any time 
selling and using Gas or whether such sales or use arc in proportion to its Percentage Interest in the 
Balancing Area. 

10. I4QTJIDS 
The Parties shall sharo proportionately in and own all liquid hydrocarbons recovered with Gas by field 
equipment operated for the joint account is accordance with their'Perceiitage Interests in the Balancing 
Area, 

11. AUDIT RIGHTS 
Notwithstanding any provision in tins Agreement or any other agreement between the Parties hereto, 
and further notwithstanding any tennination or cancellation of this Agreement, for a period of two (2) 
years from the end of the calendar year in which any information to be furnished under Section 5 or 7 
hereof is supplied, any Party shaU have me right to audit tie records of any other Patty regarding 
quantity, including but not limited to information regarding Btu-contont Any Underproduced Party 
shaU have the right for a period of two (2) years from the end of the calendar year in which any cash 
settlement is received pursuant to Section 7 to audit the records of any Overproduced Party as to all 
matters concerning values, including but sot limited to information regarding prices and disposition of 
Gas from the Balancing Area. Any such audit shall be conducted at the expense ofthe Party of Parties 
desiring such audit, and shall be conducted, after reasonable notice, during normal business hours in 
the office of the Party whose records are being audited. Bach Party hereto agrees to maintain records 
as to the volumes and prices of Gas sold each month and the volumes of Gas used in its own 
operations, along with the Royalty paid on any such Gas used by a Party in jts own operations. The 
audit rights provided for in this Section 11 shall be in addition to those provided for in Section 5,2 of 
this Agreement. 

12. MISCELLANEOUS 
12.1 As between the Parties, in the event of any conflict between the provisions of this Agreement and the 

provisions of any gas sales contract, or in the event of any conflict between the provisions of the 
Agreement and the provisions of the Operating Agreement, the provisions of this Agreement shall 
govern. 

12.2Each Party agrees to defend, indemnify and hold harmless all other Parties from and against any and 
all liability for any claims, which may be asserted by any third party which now or hereafter stands in a 
contractual relationship with such indemnifying Party and which, arise out of the operation of this 
Agreement or any activities of such indemnifying Party under the provisions of this Agreement, and 
dees further agree to save the other Parties harmless from all judgments or damages sustained and 
coEts incurred in connection therewith. 

12.3Except as otherwise provided in this Agreement, Operator is authorized to administer the provisions of 
this Agreement, but shall have no liability to the other Parties for losses sustained or liability incurred 
which arise out of or in connection with the performance of Operator's duties hereunder, except such as 
may result from Operator's gross negligence or willful misconduct. Operator shall not be liable to any 
Underproduced Party for the failure of any Overproduced Party (other than Operator) to pay any 
amounts owed pursuant to the terms hereof 

12,4This Agreement shall remain in full force and effect for as long as the Operating Agreement shall 
remain is force and effect as to the Balancing Area, snd thereafter until the Gas accounts between the 
Parties am settled in full, and shall inure to the benefit of and be binding upon the Parties hereto, and 
their respective heirs, successors, legal representatives and assigns, if any. The Parties hereto agree to 
give notice of the existence of this Agreement to any successor io interest of any such Party and to 
provide that any such successor shall be bound by this Agreement, and shall further make any transfer 
of any interest subject to the Operating Agreement, or any part thereof, also subject to the terms of this 
Agreement 

12.5Unless the context clearly indicates otherwise, words used in the singular include the plural, the plural 
includes the singular, and the neuter gender includes the masculine and the feminine. 

4 
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12.6This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing herein 
shaU be construed or interpreted as creating any rights in any person or entity not a signatory hereto, or 
as being a stipulation in favor of any such person or entity. 

12.7If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests that 
any other Party execute an appropriate memorandum or notice of this Agreement in order to give third 
parties notice of record of same and submits same for execution in recordable form, such memorandum 
or notice shall be duly executed by the Party to which such request is made and delivered promptly 
thereafter to the Party making the request Upon receipt, the Party mating the request shall cause the 
memorandum or notice to be duly recorded in the appropriate real property or other records affecting 
the Balancing Area. 

12.8If ̂ onlnmponmcoucly with tiiit Agreement bacoming-etfective, or thereafter, any Party requectajtbat 
any other Party execute an appropriate memorandum or notice of this A^e^Mj/yot^^cTG^^voV^ii 
parties notice of record of same and submits same for execuBoa—nr̂ recordable form, such 
memorandum or notice shall be duly excorr^dJyyJlî aT^yTrrwSeh such request is made snd 
delivered promptly thareafle£jo^te-^a^{y^king the request. Upon receipt, the Party making the 
requcstjhall^asM-ltTjrrm or notice to be duly recorded in the appropriate real property or 
wh«ri«uordo atToatinf; tha Balancing Aran. 

13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT 
13.1Subject to the provisions of Sections 13.2 and 133 hereof, and notwitlistandinE anything in this 

Agreement or in the Operating Agreement to the contrary, i f any Party assigns (including any sale, 
exchange or other tnmsfcr) any of its working interest in the Balancing Area when such Party is an 
Underproduced or Overproduced Parry, the assignment or the act of transfer shall, insofar as the 
Parties hereto are corjcemed, include all interest ofthe assigning or transferring Party in the Oas, all 
rights to receive or obligations to provide or take Makeup Gas and all rights to receive or obligations to 
make any monetary payment which may ultimately be due hereunder, as applicable. Operator and 
each of the other Parties hereto shall thereafter treat the assignment accordingly, and the assigning or 
transferring Party shall look solely to its assignee or other transferee for any interest in the Gas or 
monetary payment that such Party may have or to which it may be entitled, and shall cause its assignee 
or other transferee to assume its obligations hereunder. 

13.2(9ptieBat - Cash Settlement Upon Assignment) Notwithstanding anything in this Agreement 
(including but not limited to the provisions ofSection 13.1 hereof) or in the Operating Agreement to 
the contrary, and subject to the provisions of Section 133 hereof, in the event an Overproduced Party 
intends to sell, assign, exchange or otherwise transfer any of its interest in a Balancing Area, such 
Overproduced Party shall notify in writing the other working interest owners who arc Parties hereto in 
such Balancing Area of such fact at least thirty (30) days prior to closing the transaction. Thereafter, 
any Underproduced Party may demand from such Overproduced Party in writing, within fifteen (15) 
days after receipt ofthe Overproduced Party's notice, a cash settlement of its Underproduction fromthe 
Balancing Area, The Operator shall be notified of any such demand and of any cash settlement 
pursuant to this Section 13 and the Overreduction and Underproduction of each Party shall be 
adjusted accordingly. Any cash settlement pursuant to this Section 13 shall be paid by the 
Overproduced Party on or before the earlier to occur (i) of sixty (CO) days after receipt of the 
Underproduced Party's demand or (ii) at the closing of the transaction in which the Overproduced 
Party sells, assigns, exchanges or otherwise transfers its interest in a Balancing Area on the same basis 
as otherwise set forth in Section 7.3 through 7.6 hereof, and shall bear interest at the rate set forth in 
Section 7.7 hereof, beginning sixty (60) days after the Overproduced Party's sale, assignment, 
exchange or transfer of its interest in the Balancing Area for any amounts not paid. Provided, 
however, i f any Underproduced Party does not so demand such cash settlement of it's underproduction 
fox the Balancing Area, such Underproduced party shall look exclusively to the assignee or other 
successor in interest of the Overproduced Party giving notice hereunder for the satisfaction of such 
Underproduced Party's Overproduction in accordance with the provisions ofSection 13.1 hereof. 

13.3The provisions of (his Section 13 shall not be applicable in the event any Party disposes of its interest 
by merger, reorganization, consolidation or sale of substantially all of its assets to a subsidiary or 
parent company, or to any company in which any parent or subsidiary of such Party owns a majority of 
the stock of such company. 

14. OTHER PROVISIONS 

L4.1The election of an Underproduced Party to commence taking makeup gas under the provisions of this 
paragraph shaU remain in effect until such Underproduced Party gives Operator thirty (30) days' 
notice of its election to cease taking makeup gas, or until such party's Underproduction is eliminated, 
whichever first occurs. In the event an Underproduced Party provides notice to Operator of its intent 
to cease taking makeup gas, sueh Underproduced Party shall not thereafter be allowed to request 
makeup gas again until one (1) year from the last day of the month in which they last took makeup 
gas. This section does not apply to permanent overproduction situations. Please sec Section 4.3 
regarding situations where an Overproduced Party has produced all of its share of the ultimately 
recoverable reserves in the Balancing Area, 

END OF EXHIBIT "E" 

5 



Natural Gas. 
Natural Advantages. 

E Sara L. Caldwell 
Assistant Landman 

March 24, 2006 

VIA FACSIMILE (972) 401-3110 
AND U.S. MAIL 

Mr. Anthony J. Cervi 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, TX 75039 

Re: Caudill West 8 Fee #2 
N/2 Section 8-15S-36E 
Lea County, New Mexico 

Dear Mr. Cervi: 

Pursuant to Cimarex Energy Co.'s proposal letter dated February 15, 2006, 
Chesapeake Operating, Inc. on behalf of Chesapeake Exploraiton Limited Partnership 
("Chesapeake") hereby elects to participate in the drilling of the captioned well. An 
executed copy of the AFE will be sent under separate cover. 

Please furnish Chesapeake with daily drilling reports and all other well information in 
accordance with the enclosed Well Data Requirements sheet. Chesapeake will provide 
its own insurance with respect to its share of liabilities incurred in the drilling, completion 
and operation of the captioned well. A copy of Chesapeake's insurance certificate will 
be provided upon request. 

Should you have any questions, give me a call at the number below. 

Sincerely, 

Chesapeake Operating, Inc. 

Sara L. Caldwell 

Enclosure 

W:\Permian_North\Non-Operated Wells\Caudill West 8 Fee #2\Election Letter without AFE-20060304.doc 

Chesapeake Energy Corporation 
6100 N. Western Ave. • Oklahoma City, OK 73118 • P.O. Box 18496 • Oklahoma City, OK 73154-0496 

405.879.9374 • fax 405.879.1450 • scaldwell@chkenergy.com 



GEOLOGY DEPARTMENT 
WELL DATA REQUIREMENTS 

CHESAPEAKE OPERATING, INC. 
P. O. BOX 18496 Oklahoma City, OK 73154 

OPERATOR: Cimarex Energy Co. LOCATION: N/2 Section 8-15S-36E 
WELL NAME: Caudill West 8 Fee #2 COUNTY/STATE: Lea County, New Mexico 

SPECIFIC INFORMATION REQUESTED PRIOR TO SPUD: 
1. Name, address and phone numbers of landman, geologist and engineer who will service the well, and one 

(1) copy of each: final AFE, Survey Plat, Regulatory Permit, Geological Prognosis, Drilling Prognosis, and 
Directional Plan. 

DAILY REQUIREMENTS: • DRILLING & COMPLETION REPORTS: 
1. PRIMARY E-Mail or Fax to CHK Non-Ops Reports ASAP each day. 

Voice #: 405/879-9115 Fax#: 405/879-9534 E-mail: NonOpsRpts@CHKEnerqy.com 
2. SECONDARY E-Mail or Fax to David Godsey ASAP each day. 

Voice #: 405/879-7995 Fax#: 405/879-9577 E-mail: dqodsev@chkenerqy.conn 
Also to include: 
Daily Electric and Mud Logs, and E-Mail any field reports pertaining t operations or Daily Directional Survey 
when applicable. 

NOTICES: 

1. Notify the following 24 hour notice of intention to SPUD, LOG, CORE, FORMATION TESTING, 
COMPLETION, SIDETRACK OR ABANDON: 
Primary Geologist: David Godsey 
Office Phone: 405/879-7995 
Office Fax: 405/879-9577 
Home Phone: 405/340-0119 
E-mail: dqodsev@chkenerqy.com 

Secondary Geologist: Mike Brown 
Office Phone: 405/879-9223 
Office Fax: 405/879-9577 
Home Phone: 405/216-0817 
E-mail: Mbrown2@chkenerqy.com 

LOGS AND DATA: 
Mail to 6100 N. Western, Oklahoma City, OK 73118 Attention: Erin Allen 
E-Mail to: LoqData@chkenerqy.com as LAS and Tiff (raster) files w/ all open hole log data, 

and dqodsev@ckenerqy.com 
1. All open hole and cased hole logs Final Prints 6 

-includes Dipmeter, FMS, etc-
2. Mud Logs Final Prints 6 
3. Oil, gas and water analysis... Final Print 1 
4. Directional Survey. Final Print 1 
5. Bottom hole pressure surveys and reports.... Final Print 1 
6. Geological & Paleotological Reports Copies 1 
7. PRODUCTION DATA: E-Mail or fax monthly for the first ninety (90) days to 

productionnonop@chkenerqy.com, Fax 405/879-7860 and David Godsey E-mail: 
dqodsev@chkenerqv.com. Fax 405/879-9577. Production data includes all information, specifically, but 
not limited to, choke size, FTP, flow rates, gas mcfd, bopd, bwpd, method of production (free flow, rod 
pumping, etc.) 

For notification, or if we could offer some assistance, please call David Godsey, geologist 405/879-7995, 
Lynda Townsend, landman 405/879-9414, Andrew McCalmont, engineer 405/879-7852. 

Thank you. 

P:\Forms\Well Data Requirement Sheet (Godsey-Townsend).doc 



POSSE ENERGY, LTD. 
I HOUSTON CENTER 

I 2 2 I M C K I N N E Y , SU ITE 3 7 0 0 

H O U S T O N , TEXAS 7 7 0 I O 

(7 I 3 ) E 0 9 - I I I I • FAX: ( 7 I 3 ) 9 5 I - 0 2 0 7 

March 27, 2006 

Mr. Anthony J. Cervi 
Cimarex Energy Co. 
5215 N. O'Connor Blvd, Suite 1500 
Irving, TX 75039 

Re: Caudill West 8 Fee #2 
N/2 Section 8-15S-36E 
Lea County, New Mexico 

Dear Sir: 

Posse Energy, Ltd. elects to participate in drilling ofthe referenced well. We have executed and enclose the 
AFE and the signature page of the Operating Agreement covering the well. We are also sending our Well 
Data Requirement sheet for you use in providing us with well information and data. 

If there are other issues relating to this well please do not hesitate to contact us. 

Wise W. Lambert 
Landman 



WELL DATA REQUIREMENTS 
Posse Energy, Ltd. 

I HOUSTON CENTER 

1 2 2 1 M C K I N N E Y , S U I T E 3 7 0 0 

H O U S T O N , TEXAS 7 7 0 I O 

(7 1 3 ) 2 0 9 - 1 1 1 0 • FAX: (7 I 3) 9 5 I - 0 2 0 7 

OPERATOR: Cimarex Energy Co, 
WELL NAME: Caudill West 8 Fee #2 
LOCATION: N/2 Sec. 8-15S-36E 
COUNTY, STATE: Lea/New Mexico 

S P E C I F I C INFORMATION R E Q U E S T E D PRIOR TO S P U D : 

1. Name, address, and phone numbers of landman, geologist, and engineer who will service the well. 
2. One (1) copy of final AFE and Survey Plat. 
3. One (1) copy of all permits. 

4. One (1) copy of Geological Prognosis, Drilling Prognosis and Directional Plan. 

DAILY R E Q U I R E M E N T S : 

Drilling Reports 

1. Email to: GregM@PPPCo.com and SandraC@PPPCo.com 
(If unable to email, fax daily report to the attention of Greg Mitschke at (713) 951-0207) 

2. Mail Daily Reports to G'reg Mitschke at address listed above. 
3. Daily reports should begin with date actual work is commenced at the location and continue until initial 

daily potential has been established or the well has been plugged and abandoned. 
4. Include in final report all initial potential, completion data, and final disposition of gas. Mail Complete 

well chronological after well is on production. 
Specific Information while Drilling 

1. Daily Mudlog (include sample and gas shows) 
2. Latest 24-hour directional surveys 
3. Latest 24-hour Gamma; Ray Log from MWD and pump-down Gamma Ray Log. 
4. 24-hour notice by phone or fax prior to formation testing or coring, then send any field reports pertaining 

to operations. 
5. Notification by fax and mail of any decision that would omit any AFE item (mudlogger, Gamma Ray 

MWD, etc.) 

N O T I C E S : 

1. Notify the following of intention to SPUD, LOG, CORE, TEST, COMPLETE, SIDETRACK, or ABANDON: 
Greg Mitschke 
Office Phone: (713)209-1111 ext. 212 
Office Fax: (713)951-0207 
Home Phone: (281) 579-1597 

(If unable to contact Greg Mitschke, please call Sandra Cornelius at ext. 213) 

L O G S AND DATA: 

Mail to above address, attention Greg Mitschke. 

1. All open hole and cased hole logs (includes Dipmeter, FMS, etc.) Final Prints (1 
2. Mud Logs Final Prints (1 
3. Oil, gas, and water analysis Final Prints (1 
4. Bottomhole pressure surveys and reports Final Prints (1 
5. Formation tests and core analysis Final Prints (1 
6. Directional Surveys & MWD/GR Final Prints (1 
7. Geological & Paleotological Reports Copies 
8. LAS diskette w/all open hole log data 3.5" diskette 
9. LAS diskette w/all MWD and GR data 3.5" diskette 



WORKING INTEREST OWNERS 

DEVON LOUISIANA CORPORATION 

By: 
Title: 

WADI PETROLEUM, INC 

By: 
Title: 

PEAR RESOURCES 

By: 
Title: 

M. WAYNE LUNA 

By: 
Title: 

GAHR ENERGY COMPANY 

By: 
Title: 

SANDRA K. LAWLIS 

By: 
Title: 

ATAHUALPA INVESTMENTS, N.V. 

By: 
Title: 



Magnum Hunter Production, Inc. / Gruy Petroleum Management Co. 
wholly owned subsidiaries of Cimarex Energy Co. 

AUTHORIZATION FOR EXPENDITURE 

COMPANY ENTITY 

Cimarex Energy Co. 
DATE PREPARED 

08-Feb-06 
REGION 

S.E . NM 

WELL NAME 

Caudill West 8 Fee 

WELL NO 

2 

PROSPECT OR FIELD NAME 

Star / Denton 

PROPERTY NUMBER 

309499-002 

DRILLING AFE NO. 

LOCATION: 

1,250" FNL, 660' FEL , 8-T15S-R36E BHL 
(same) SHL 

COUNTY 

Lea 

STATE 

NM 

TYPE WELL 

OIL EXPL X 

GAS X PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE 

15-Apr-06 

EST. COMP. DATE 

15-Jun-06 

FORMATION 

Atoka 

EST. TD (TVD) 

12,750' 

PROJECT DESCRIPTION: 
Drill and complete Atoka well. 

-Estimating 2 Fracture treatments in the Morrow zones. 
-No hole problems are anticipated. 
-Closed loop mud system. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$1,878,563 

1,878,563 

178,500 

178,500 

75,000 

$2,132,063 

AFTER 
CASING POINT 

564,250 
564,250 

336,500 
41,000 

377,500 

(75,000) 

$866,750 

COMPLETED 
WELL COST 

$1,878,563 
564,250 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

2,442,813 

515,000 
41,000 

556,000 

$2,998,813 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in. no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $1,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 
(100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of this AFE, the 
working interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs under term of the joint 
operating agreement, regulatory order or other applicable agreement covering this well. 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY DRILLING DEPT. REGIONAL MANAGER 

Howard L. Miller, Doug Park, Mgr Drilling/Completion Operations Roger Alexander, Regional Manager 
Sr. Drilling/Completion Engineer - Permian Basin Offshore and Permian Regions Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY 

Vice President 3/17/2006 2:21 PM 



Chesapeake 
Natural Gas. 
Natural Advantages. 

Sara L. Caldwell 
Assistant Landman 

March 29, 2006 

VIA FACSIMILE (972) 401-3110 
AND U.S. MAIL 

Mr. Anthony J. Cervi 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, TX 75039 

Re: Caudill West 8 Fee #2 
N/2 Section 8-15S-36E 
Lea County, New Mexico 

Dear Mr. Cervi: 

Enclosed is an executed copy of Cimarex Energy Co.'s AFE for the captioned well. This 
is to follow up the election of Chesapeake Operating, Inc. on behalf of Chesapeake 
Exploration Limited Partnership by letter dated March 24, 2006. 

Please call me if you have any questions. 

Sincerely, 

Chesapeake Operating, Inc. 

Sara L. Caldwell 

Enclosure 

W:\Permian_North\Non-Operated Wells\Caudill West 8 Fee #2\AFE Transmittal-20060329.doc 

Chesapeake Energy Corporation 
6100 N. Western Ave. • Oklahoma City, OK 73118 • P.O. Box 18496 • Oklahoma City, OK 73154-0496 

405.879.9374 • fax 405.879.1450 • scaldwell@chkenergy.com 



CIMAREX 11 
Magnum Hunter Production, Inc. / Gruy Petroleum Management Co. 

wholly owned subsidiaries of Cimarex Energy Co. 
AUTHORIZATION FOR EXPENDITURE 

COMPANY EN1 

Cimarex E 
ITY 

nergy Co. 
DATE PREPARED 

08-Feb-06 
REGION 

S.E. NM 

WELL NAME 

Caudill West 8 Fee 

WELLNO 

2 

PROSPECT OR FIELD NAME 

Star / Denton 

PROPERTY NUMBER 

309499-002 

DRILLING AFE NO. 

LOCATION: 

1,650" FNL, 660' FEL, 8-T15S-R36E BHL 
(same) SHL 

COUNTY 

Lea 

STATE 

NM 

TYPE WELL 

OIL EXPL X 

GAS X PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE 

15-Apr-06 

EST. COMP. DATE 

15-Jun-06 

FORMATION 

Atoka 

EST. TD (TVD) 

12,750' 

PROJECT DESCRIPTION: 
Drill and complete Atoka well. 

-Estimating 2 Fracture treatments in the Morrow zones. 
-No hole problems are anticipated. 
-Closed loop mud system. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$1,878,563 

1,878,563 

178,500 

178,500 

75,000 

$2,132,063 

AFTER 
CASING POINT 

564,250 
564,250 

336,500 
41,000 

377,500 

(75,000) 

$866,750 

COMPLETED 
WELL COST 

$1,878,563 
564,250 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

2,442,813 

515,000 
41,000 

556,000 

$2,998,813 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by insurance 
procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $1,000,000 (100% W.I.) of Combined Single Limit 
coverage for well control and related redrilling and clean-up/pollution expense covering drilling (through completion)with a $1,000,000 
(100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimatedcosts without affecting the authorizationfor expenditureherein granted. By approval of this AFE, the working 
interest owner agrees to pay its proportionateshare of actual legal, curative, regulatory and well costs under term of the joint operating 
agreement, regulatory order or other applicable agreement covering this well. 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Howard L. Miller, 
Sr. Drilling/Completion Engineer - Permian Basin 

DRILLING DEPT. 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JO>N1 ̂INTEREST APPROVAL 

Ches; ipea 
iMPANY 
ake Exploration Limited Partnership an 

Oklah Dma limited partnership by 
M 



March 30, 2006 

Cimarex Energy Company 
Attn: Anthony J. Cervi 
5215 N. O'Connor Blvd, Ste. 1500 
Irving, Texas 75039 

Re: Caudill West 8 Fee #2 
N% Sec8, T15S, R36E 
Lea County. New Mexico 
Caudill Prospect 

Anthony, 

In accordance with your letter dated February 15, 2006, please find enclosed an executed 
AFE signed by Unit Petroleum Company for the referenced project. Also enclosed is 
Unit's "Well Information Requirements" sheet. 

We are currently reviewing the JOA you submitted to us and will respond to you 
regarding the JOA in the very near future. 

If you have any questions please contact me at 432-685-9020. 

Sincerely, 

UNIT PETROLEUM COMPANY 
Midland District/) i 

Fred E. SchantzV-
District Landman 

FES/cm 
Enclosure 

407 North Big Spring Street, Suite 101 • Midland, Texas 79701 • (432)685-9020 • FAX (432) 685-9088 



Magnum Hunter Production, Inc. / Gruy Petroleum Management Co. 
wholly owned subsidiaries of Cimarex Energy Co. 

AUTHORIZATION FOR EXPENDITURE 

COMPANY EN1 

Cimarex E 
ITY 

nergy Co. 
DATE PREPARED 

08-Feb-06 
REGION 

S.E. NM 

WELL NAME 

Caudill West 8 Fee 

WELLNO 

2 

PROSPECT OR FIELD NAME 

Star / Denton 

PROPERTY NUMBER 

309499-002 

DRILLING AFE NO. 

LOCATION: 

1,650' FNL, 660' FEL, 8-T15S-R36E BHL 
(same) SHL 

COUNTY 

L e a 

STATE 

NM 

TYPE WELL 

OIL EXPL X 

GAS X PROD 

ORIGINAL ESTIMATE X 

REVISED ESTIMATE 

SUPPLEMENTAL ESTIMATE 

EST. START DATE 

15-Apr-06 

EST. COMP. DATE 

15-Jun-06 

FORMATION 

Atoka 

EST. TD (TVD) 

12,750' 

PROJECT DESCRIPTION: 
Drill and complete Atoka well. 

-Estimating 2 Fracture treatments in the Morrow zones. 
-No hole problems are anticipated. 
-Closed loop mud system. 

INTANGIBLES 

Intangible Drilling Costs 
Intangible Completion Costs 
TOTAL INTANGIBLE COSTS 

TANGIBLES 
Well Equipment 
Lease Equipment 
TOTAL TANGIBLE WELL COST 

PLUG AND ABANDON COST 

TOTAL WELL COST: 

DRY HOLE 
COST 

$1,878,563 

1,878,563 

178,500 

178,500 

75,000 

$2,132,063 

AFTER 
CASING POINT 

564,250 
564,250 

336,500 
41,000 

377,500 

(75,000) 

$866,750 

COMPLETED 
WELL COST 

$1,878,563 
564,250 

Comments on Well Costs: 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

2,442,813 

515,000 
41,000 

556,000 

$2,998,813 

WELL CONTROL INSURANCE: 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control 
insurance procured by Operator so long as Operator conducts operations hereunder and to pay your prorated share of the premiums 
therefore. If you elect to purchase your own well control insurance, you must provide a certificate of such insurance acceptable to 
Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later than commencement of drilling 
operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by insurance 
procured by Operator. 

I elect to purchase my own well control insurance policy. 

Well control insurance procured by Operator, provides, among other terms, for $1,000,000 (100% W.I,) of Combined Single Limit 
coverage for well control and related redlining and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 
(100% W.I.) deductible. 

Comments on AFE 

The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs 
may exceed the estimatedcosts without affecting the authorizationfor expenditureherein granted. By approval of this AFE, the working 
interest owner agrees to pay its proportionateshare of actual legal, curative, regulatory and well costs under term ofthe joint operating 
agreement, regulatory order or other applicable agreement covering this well. 

CIMAREX ENERGY CO. APPROVAL 
PREPARED BY 

Howard L. Miller, 
Sr. Drilling/Completion Engineer - Permian Basin 

DRILLING DEPT. 

Doug Park, Mgr Drilling/Completion Operations 
Offshore and Permian Regions 

REGIONAL MANAGER 

Roger Alexander, Regional Manager 
Permian Basin 

JOINT INTEREST APPROVAL 
COMPANY 

UNIT PETROLEUM COMPANY 

DATE 

03/27/06 
2/IS/2000 2.50 f 



UNIT PETROLEUM COMPANY 

W E L L INFORMATION REQUIREMENTS 

TO: Cimarex Energy Company 
5215 N. O'Connor Rd., Ste. 1500 
Irving, TX 75039 

RE: Caudill West 8 Fee #2 
1250' FNL & 660' FEL 
N l/ 2 Sec 8, T15S, R36E 
Lea County, New Mexico 

Unit Petroleum Company requests the following information and notices to be forwarded to: 

Unit Petroleum Company 
407 North Big Spring St., Suite 101 
Midland, Texas 79701 
Phone: 432-685-9020 Fax: 432-685-9088 

All Federal, State or Railroad Commission Forms 1 
Drill stem test pressure charts 1 
Initial core analysis 1 
Final core analysis 1 
Daily mud logs 1 
Final mud logs 2 
LAS File e-mailed to scott.cramer(S>unitcorp.com 1 
Electrical log final prints 1 color, 2 B&W 
Drillers logs 1 
Geological reports, sample logs 1 
Well completion reports 1 
Plugging reports 1 

In addition Unit requests the following: 

• A daily e-mail (preferred) or fax report on drilling progress to Carla Manning. 
carla.manning@unitcorp.com fax 432-685-9088 

• 24 hour prior notice to drillstem testing, coring, logging and and plugging operations. 

Unit personnel available for call: 
Scott Cramer - Geologist Office: 432-685-9020 Home: 432-697-2425 
George Ulmo - Geologist Office: 432-685-9020 Home: 432-697-0828 

ALL NOTICES OR PROPOSALS REQUIRED BY CONTRACT OR OTHERWISE SHOULD BE 
FORWARDED TO THE ABOVE ADDRESS TO THE ATTENTION OF FRED SCHANTZ. 



CIMAREj 
I ••-•••I--- ; - •• 

Cimarex Energy Co. 

5215 N. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

March 31, 2006 

Atahualpa Investments, N.V. 
Compagnie Financiere Suisse, S.A. 
Horsens, Inc. 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

Attn: Jorgen Christiansen 

Re: Section 8, Township 15 South, Range 36 East 
Lea County. New Mexico 

Dear Mr. Christiansen: 

Cimarex Energy Co. ("Cimarex") wishes to purchase all of the right, title, and interest of 
Atahualpa Investments, N.V., Compagnie Financiere Suisse, S.A., and Horsens, Inc. 
(collectively referred to hereinafter as "Seller"), in all oil and gas leases, governmental orders 
or other instruments through which it derives tide, in the section listed above, including, but 
not limited to, all existing wells (hereinafter the "Property"). Cimarex offers to purchase the 
Property for the cash sum of $6,500. This offer and any obligation of Cimarex to purchase 
the Properties are expressly made subject to and conditional upon the following terms: 

1. The Property shall be deemed to include all non-developed leases and working 
(including any mineral interests) and net revenue (including any overriding royalty) 
interests in and to the Properties, including, but not limited to, the working and net 
revenue interests as described on Exhibit "A" attached hereto. 

2. The sale shall include all of your right, tide, and interest in and to all agreements, 
contracts and rights covering and affecting the Property, together with all 
equipment, fixtures, and personal property located on the Property, and includes 
any gas makeup rights under any gas balancing agreement or arrangement in all 
existing wells. 

3. This offer is subject to Cimarex's review, approval, and acceptance, in its sole 
discretion, of all leases, assignments, farmout agreements, gas purchase contracts, 
operating agreements, marketing arrangements, production data, gas balancing 
statements (including, but not limited to, a finding that gas balancing for all 



Atahualpa Investments, N.V. 
Compagnie Financiere Suisse, S.A. 
Horsens, Inc. 
March 31, 2006 
Page 2 

CI MARE. 

existing wells is determined on a well-by-well basis), division orders, tide opinions, 
revenue expense data, and all other contracts and documents relating to the 
Property. This offer is also subject to a review, results of which are reasonably 
satisfactory to Cimarex, of all legal and financial information relating to the 
Properties and a physical inspection of the Properties. 

4. All revenue, gas balancing, tax expense, and other adjustments shall be made to the 
purchase price as of the effective date of the purchase. 

5. The Effective Date of Cimarex's purchase of the Properties shall be 7:00 a.m. 
Central Standard Time, April 1, 2006. 

6. Seller represents that the interest to be conveyed to Cimarex in and to the 
Properties is an undivided working interest in all the lands within the producing 
unit and is not limited in depth. In connection with this requirement, you agree to 
provide to Cimarex all necessary information reflecting your ownership of the 
Properties. Should such information indicate that your interest in the Properties 
differs from that specified on the attached Exhibit "A", or i f your interest is 
materially out of gas balance, then this offer will be adjusted accordingly or 
withdrawn. 

7. The Properties shall be free and clear of all liens, mortgages, and encumbrances of 
every nature and kind. Seller represents that there are no outstanding preferential 
rights to purchase or consents to assign and that production from the Properties is 
not subject to a call on production. 

8. With respect to existing or potential environmental liabilities affecting the 
Property, the parties agree that Seller will mdemnify and hold Cimarex harmless 
from all existing claims which have currently been asserted or are the subject of 
any pending litigation. With respect to other claims, Seller will indemnify Cimarex 
for all liability resulting from activities prior to April 1, 2006. Cimarex will 
mdemnify Seller from all claims resulting from activities on or after April 1, 2006. 
These cross-indemnities shall indemnify against all costs, including, but not limited 
to, attorney's fees, expert fees, costs incurred in connection with investigation of 
conditions on the Property or any other cost or expense of any kind. 

9. Cimarex shall be entitled to Seller's original files at closing. 

10. This offer is further subject to the negotiation, execution and delivery of a form of 
assignment acceptable to Cimarex. 
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11. The parties shall agree on a closing date which shall be no later than tfurty (30) 
days after the date on which this letter is accepted by Seller. 

Absent your response, we must terminate our offer at the close of business April 10, 2006. 

Very truly yours, 

CIMAREX E N E R G Y CO. 

Anthony J. Cervi 
Landman 

AGREED TO AND ACCEPTED THIS DAY OF APRIL, 2006. 

ATAHUALPA INVESTMENTS, N.V. 

Name: 
Title: 

AGREED TO AND ACCEPTED THIS DAY OF APRIL, 2006. 

COMPAGNIE FINANCIERE SUISSE, S.A. 

Name: 
Title: 

AGREED TO AND ACCEPTED THIS DAY OF APRIL, 2006. 

HORSENS, INC. 

Name: 
Title: 
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To Lettet Agreement dated March 31, 2006, 
Between Cimarex Energy Co. ("Cimarex") and Atahualpa Investments, N.V., Compagnie 

Financiere Suisse, S.A., and Horsens, Inc. ("Seller") 

The Properties shall include, but not be limited to, the following: 

The unit rights vested in Seller as listed below, in Section 8-15S-36E. Lea County. 
New Mexico, including all right, tide and interest in and to all Oil and Gas Leases, 
governmental orders or other instruments through which Seller is vested with an interest 
insofar as such leases, orders and/or instruments cover interests in Section 8-15S-36E, Lea 
County. New Mexico. 

Sellers Net Acres 

EXHIBIT "A» 

Atahualpa Investments, N.V. 
Compagnie Financiere Suisse, S.A. 
Horsens, Inc. 

0.244873 
14.692383 
0.979492 



Cimarex Energy Co. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

VIA F E D E R A L EXPRESS 

April 3, 2006 

T O A L L WORKING I N T E R E S T OWNERS 
(Addressee List Attached) 

Re: Caudill West 8 Fee # 2 
NV2 Section 8, Township 15 South, Range 36 East 
Lea County, New Mexico 
1250' F N L & 660' F E L 

Gendemen: 

Pursuant to our letter dated March 10, 2006, proposing to drill the above captioned well, 
please find enclosed a revised joint operating agreement. I f you intend to participate, please 
execute and return the appropriate signature page to the attention of the undersigned as 
soon as possible. Also, please return an executed AFE indicating your well control insurance 
preference i f you have not already done so. I f you do not wish to participate, we respectfully 
request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $>350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue 
interest, proportionately reduced. 

Your prompt attention to this matter is appreciated. I f you have any questions, please do 
not hesitate to contact me at 972-443-6452. 

Very truly yours, 

Anthony J. Cervi 
Landman 
Permian Basin Region 

Enclosures 



i 
Caudill West 8 Fee # 2 
Working Interest Owners 

Atahualpa Investments, N.V. 
Attn: Jorgen Christiansen 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

Chesapeake Exploration Limited Partnership 
Attn: Lynda Townsend 
6100 N. Western Ave. 
Oklahoma City, Oklahoma 73118 

Compagnie Financiere Suisse, S.A. 
Attn: Jorgen Christiansen 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

Devon Louisiana Corporation 
Attn: Chuck Lundeen 
20 N. Broadway Avenue 
Oklahoma City, Oklahoma 73102-8260 

Gahr Energy Company 
P.O. Box 1889 
Midland, TX 79702 

Horsens, Inc. 
Attn: Jorgen Christiansen 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

M. Wayne Luna 
P.O. Box 1889 
Midland, TX 79702 

Pear Resources 
P.O.Box 1889 
Midland, TX 79702 

Posse Energy, Ltd. 
Attn: Land Manager 
1221 McKinney, Suite 3700 
Houston, Texas 77010 

Sandra K. Lawlis 
P.O. Box 1889 
Midland, TX 79702 

Unit Petroleum Company 
Attn: Fred Schantz 
407 N. Big Spring, Suite 101 
Midland, TX 79701 

Wadi Petroleum, Inc. 
Attn: Judy Farrar 
4355 Sylvanfield Drive, Suite 200 
Houston, Texas 77014 
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Tony Cervi 

From: Tony Cervi 

Sent: Tuesday, April 04, 2006 3:06 PM 

To: 'Hudson, Brett' 

Cc: 'Lundeen, Chuck' 

Subject: RE: Compulsory Pooling 

Brett, 
You are correct. Jim Bruce (who is also our attorney) contacted me this morning about it, and I will have him 
dismiss Devon as a respondent. I apologize for the mistake as we were in quite a rush to get that filed. Also, I 
sent another JOA to Chuck yesterday. Please have it executed and return to me at your earliest convenience. 
Please let me know if you have any questions. 
Tony 

From: Hudson, Brett [mailto:Brett.Hudson@dvn.com] 
Sent: Tuesday, April 04, 2006 2:45 PM 
To: Tony Cervi 
Subject: Compulsory Pooling 

Tony, 

We are in receipt of an application for compulsory pooling regarding the N/2 of Sec. 8-T15S-R36E, Lea 
County, New Mexico. Devon Louisiana Corporation has been named as a respondent in this application. 

Please be advised that Devon Louisiana Corporation was merged into Devon Energy Production 
Company, LP earlier this year. 

Since Devon and Cimarex are subject to that certain Exploration and Development Agreement dated 
12/1/2004, any well proposal election will be made pursuant to said agreement. We believe that we should 
not be named as a respondent in your pooling application. We have requested that our attorney enter an 
appearance on behalf of Devon at your hearing and seek to be removed as a respondent. 

Thanks, 

Brett A. Hudson 

Petroleum Landman 

Western Division 

Devon Energy Production Company, L.P. 

20 North Broadway 

Oklahoma City, OK 73102-8260 

Phone: 405-228-8589 

Alternative Work Schedule "A" 

4/7/2006 
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Tony Cervi 

From: Tony Cervi 

Thursday, April 06, 2006 9:30 AM 

'j.christiansen@bentley-yates.com' 

Lea County, New Mexico 

Sent: 
To: 

Subject: 
Attachments: 20060406093926986.pdf 

Mr. Christiansen: 

I understand you are on vacation for a couple of weeks, so I am attaching a letter I FedEx'd to your office last 
week. We had spoken about Cimarex purchasing your interest in these properties a couple of weeks ago. 
Please do not hesitate to contact me via email or telephone if you wish to further discuss. Thank you. 

Tony 

Anthony J. Cervi 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

4/7/2006 



CIMAREy 

Cimarex Energy Co. 

5215 M. O'Connor Blvd. 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

March 31, 2006 

Atahualpa Investments, N.V. 
Compagnie Financiere Suisse, S.A. 
Horsens, Inc. 
7920 Belt Line Road, Suite 280 
Dallas, Texas 75254 

Attn: Jorgen Christiansen 

Re: Section 8, Township 15 South, Range 36 East 
Le» County, New .Mexico 

Dear Mr. Christiansen: 

Cimarex Energy Co. ("Cimarex") wishes to purchase all of the right, tide, and interest of 
Atahualpa Investments, N.V., Compagnie Financiere Suisse, S.A., and Horsens, Inc. 
(collectively referred to hereinafter as "Seller"), in all oil and gas leases, governmental orders 
or other instruments through which it derives tide, in the section listed above, including, but 
not limited to, all existing wells (hereinafter the "Property"). Cimarex offers to purchase the 
Property for the cash sum of $6,500. This offer and any obligation of Cimarex to purchase 
the Properties are expressly made subject to and conditional upon the following terms: 

1. The Property shall be deemed to include all non-developed leases and working 
(including any mineral interests) and net revenue (including any overriding royalty) 
interests in and to the Properties, including, but not limited to, the working and net 
revenue interests as described on Exhibit "A" attached hereto. 

2. The sale shall include all of your right, tide, and interest in and to all agreements, 
contracts and rights covering and affecting the Property, together with all 
equipment, fixtures, and personal property located on the Property, and includes 
any gas makeup rights under any gas balancing agreement or arrangement in all 
existing wells. 

3. This offer is subject to Cimarex's review, approval, and acceptance, in its sole 
discretion, of all leases, assignments, farmout agreements, gas purchase contracts, 
operating agreements, marketing arrangements, production data, gas balancing 
statements (including, but not limited to, a finding that gas balancing for all 
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existing wells is determined on a well-by-weE basis), division orders, title opinions, 
revenue expense data, and all other contracts and documents rdating to the 
Property. This offer is also subject to a review, results of which are reasonably 
satisfactory to Cimarex, of all legal and financial information relating to the 
Properties and a physical inspection of the Properties. 

4. A l l revenue, gas balancing, tax expense, and other adjustments shall be made to die 
purchase price as of the effective date of the purchase. 

5. The Effective Date of Cimarex's purchase of the Properties shall be 7:00 a.m. 
Central Standard Time, April 1, 2006. 

6. Seller represents that the interest to be conveyed to Cimarex in and to the 
Properties is an undivided working interest in all the lands within the producing 
unit and is not limited in depth. In connection with this requirement, you agree to 
provide to Cimarex all necessary information reflecting your ownership of the 
Properties. Should such information indicate that your interest in the Properties 
differs from that specified on the attached Exhibit "A", or i f your interest is 
materially out of gas balance, then this offer will be adjusted accordingly or 
withdrawn. 

7. The Properties shall be free and clear of all liens, mortgages, and encumbrances of 
every nature and kind. Seller represents that there are no outstanding preferential 
rights to purchase or consents to assign and that production from the Properties is 
not subject to a call on production. 

8. With respect to existing or potential environmental liabilities affecting the 
Property, the parties agree that Seller will mdemnify and hold Cimarex harmless 
from all existing claims which have currendy been asserted or are the subject of 
any pending litigation. With respect to other claims, Seller will indemnify Cimarex 
for all liability resulting from activities prior to April 1, 2006. Cimarex will 
indemnify Seller from all claims resulting from activities on or after April 1, 2006. 
These c^oss-indernnities shall indemnify against all costs, including, but not limited 
to, attorney's fees, expert fees, costs incurred in connection with investigation of 
conditions on the Property or any other cost or expense of any kind. 

9. Cimarex shall be entided to Seller's original files at closing. 

10. This offer is further subject to the negotiation, execution and delivery of a form of 
assignment acceptable to Cimarex. 
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11. The parties shall agree on a closing date which shall be no later than thirty (30) 
days after the date on which this letter is accepted by Seller. 

Absent your response, we must temiinate our offer at the close of business April 10, 2006. 

Very truly yours, 

CIMAREX ENERGY CO. 

Anthony J. Cervi 
Landman 

AGREED TO AND ACCEPTED THIS DAY OF APRIL, 2006. 

ATAHUALPA INVESTMENTS, N.V. 

Name: 
Title: 

AGREED TO AND ACCEPTED THIS DAY OF APRIL, 2006. 

COMPAGNIE FINANCIERE SUISSE, S.A. 

Name: 
Title: 

AGREED TO AND ACCEPTED THIS DAY OF APRIL, 2006. 

HORSENS, INC. 

Name: 
Title: 
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EXHIBIT "A" 

To Letter Agreement dated March 31, 2006, 
Between Cimarex Energy Co. ("Cimarex") and Atahualpa Investments, N.V., Compagnie 

Financiere Suisse, S.A., and Horsens, Inc. ("Seller") 

The Properties shall include, but not be limited to, the foUowing: 

The unit rights vested in Seller as listed below, in Section 8-15S-36E. Lea County. 
New Mexico, including all right, tide and interest in and to all Oil and Gas Leases, 
governmental orders or other instruments through which Seller is vested with an interest 
insofar as such leases, orders and/or instruments cover interests in Section 8-15S-36E. Lea 
County. New Mexico-

Sellers Net Acres 
Atahualpa Investments, N.V. 0.244873 
Compagnie Financiere Suisse, S.A. 14.692383 
Horsens, Inc. 0.979492 
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Tony Cervi 

From: Tony Cervi 

Sent: Friday, April 07, 2006 10:34 AM 

Subject: Caudill West 8 Fee # 2 - Operating Agreement 

Attachments: Caudill West 8 Fee # 2_JOA_Article XV (FINAL).pdf; Caudill West 8 Fee # 2_JOA_Article XV 
(with revisions shown).pdf 

Ladies and Gentlemen: 

I have attached a revised Article XV to the subject Operating Agreement. As we have discussed, this JOA is 
attached to an Exploration Agreement to which Cimarex is a party. Unfortunately, I did not realize until after I sent 
out the JOA that there were many typographical, grammatical, and spelling errors contained in the original Article 
XV. Therefore, I have corrected these errors and attached a FINAL version. I have also attached a file 
highlighting the changes that were made. 

Please let me know if you have any questions. I am sorry for the inconvenience. 

Best regards, 

Tony 

A n t h o n y J . C e r v i 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

4/7/2006 



From; Tony Cervi 

To: 
Cc: 
Bcc: 

Sent: Fri 4,7/2006 10:31 AM 

Lynda Townsend Otownsendg>chkenergy.com); Chuck. Lundeen (Chuck.LundeerKWvn.com); Jerry Gahr (vfrrfdSPatt.net); 
Fred Schantz (Fred.Schancz<S>unltcorp.com); Judy Farrar (farrargfcwacJpetrcteum.com); ').christlansenS>bentley-yates.com'; Tony Cervi 

Subject: CaudO West 8 Fee # 2 - Operating Agreement 

Attachments: 1£)Caudll West 8 Fee # 2_JOA_Arucl« XV (FINAL), pdf (74 KB); 
"SCauda West 8 Fee # 2_JOA_Artlcle XV (with revisions shown).pdf (92 KB) 

Ladies and Gentlemen: 

I have attached a revised Article XV to the subject Operating Agreement. As we have discussed, this JOA is attached to an 
Exploration Agreement to which Cimarex is a party. Unfortunately, I did not realize until after I sent out the JOA that there 
were many typographical, grammatical, and spelling errors contained in the original Article XV. Therefore, I have corrected 
these errors and attached a FINAL version. I have also attached a file highlighting the changes that were made. 

Please let me know if you have any questions. I am sorry for the inconvenience. 

Best regards, 

Tony 

A n t h o n y J . C e r v i 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443,6450 (fax) 
972.953,5767 (cell) 



Tony Cervi 

From: Terry Read 
Sent: Friday, April 07, 2006 10:34 AM 
To: Tony Cervi 
Subject: Delivery Status Notification (Relay) 

Attachments: ATT3400310.txt; Caudill West 8 Fee # 2 - Operating Agreement 

K7 
ATT3400310.txt Caudill West 8 Fee 

(454 B) # 2 - Opera... 
This i s an a u t o m a t i c a l l y generated Delivery Status N o t i f i c a t i o n . 

Your message has been s u c c e s s f u l l y relayed t o the f o l l o w i n g r e c i p i e n t s , but the requested 
d e l i v e r y status n o t i f i c a t i o n s may not be generated by the d e s t i n a t i o n . 

farrar@wadipetroleum.com 

1 



Tony Cervi 

From: Terry Read 
Sent: Friday, April 07, 2006 10:34 AM 
To: Tony Cervi 
Subject: Delivery Status Notification (Relay) 

Attachments: ATT3400300.txt; Caudill West 8 Fee # 2 - Operating Agreement 

ATT3400300.txt Caudill West 8 Fee 
(450 B) # 2 - Opera... 

This i s an a u t o m a t i c a l l y generated Delivery Status N o t i f i c a t i o n . 

Your message has been s u c c e s s f u l l y relayed t o the f o l l o w i n g r e c i p i e n t s , but the requested 
d e l i v e r y status n o t i f i c a t i o n s may not be generated by the d e s t i n a t i o n . 

Chuck.Lundeen@dvn.com 

1 



Tony Cervi 

From: Terry Read 
Sent: Friday, April 07, 2006 10:34 AM 
To: Tony Cervi 
Subject: Delivery Status Notification (Relay) 

Attachments: ATT3400290.txt; Caudill West 8 Fee # 2 - Operating Agreement 

ATT3400290.txt Caudill West 8 Fee 
(455 B) # 2 - Opera... 

This i s an a u t o m a t i c a l l y generated Delivery Status N o t i f i c a t i o n . 

Your message has been s u c c e s s f u l l y relayed t o the f o l l o w i n g r e c i p i e n t s , but the requested 
d e l i v e r y status n o t i f i c a t i o n s may not be generated by the d e s t i n a t i o n . 

ltownsenddchkenergy.com 

1 



Tony Cervi 

From: Postmaster [postmaster@worldnet.att.net] 
Sent: Friday, April 07, 2006 10:34 AM 
To: Tony Cervi 
Subject: Delivery Notification 

Attachments: ATT3400284.txt; ATT3400285.txt 

ATT3400284.txt ATT3400285.txt (1 
(379 B) KB) 

Your message was s u c c e s s f u l l y d e l i v e r e d t o : 
vfmid@att.net 

1 



Tony Cervi 

From: Terry Read 
Sent: Friday, April 07, 2006 10:35 AM 
To: Tony Cervi 
Subject: Delivery Status Notification (Relay) 

Attachments: ATT3400273.txt; Caudill West 8 Fee # 2 - Operating Agreement 

ATT3400273.txt Caudill West 8 Fee 
(457 B) # 2 - Opera... 

This i s an a u t o m a t i c a l l y generated D e l i v e r y Status N o t i f i c a t i o n . 

Your message has been s u c c e s s f u l l y relayed t o the f o l l o w i n g r e c i p i e n t s , but the requested 
d e l i v e r y status n o t i f i c a t i o n s may not be generated by the d e s t i n a t i o n . 

Fred.Schantz@unitcorp.com 

1 



ARTICLE XV 
OTHER PROVISIONS 

With respect to a well drilled or deepened pursuant to Article VI.B.2. for which the/Jonsenting Parties have not ( Deleted: consenting Panics 
been fully reimbursed for the amounts provided in Article VLB. ("Non-Consent Well"), the right to propose and 
to participate in further operations under Article VI.B. for such Ncm^nsent Well shall be limited as follows: ( Deleted: consent 

1. Only a party which participated in the Non-Consent Well shall have the right to propose a reworking, 
plugging back or completion operation for such Non-Consent Well, and only those parties which 
elected to participate in such Non-Consent Well shall be entitled to receive such notice and to 
participate in such operation pursuant to Article VI.B. 

2. Only a party which participated in die Non-Consent Well shall have the right to propose a deepening 
or sidetracking operation for such Well, but all parties (including parties which did not participate in 
such Well) shall be entitled to receive notice and shall have the right to participate pursuant to Article 
VI.B. in such sidetracking or deepening operation except as to a well covered by Article XV, Paragraph 
JH. hereof ^ didI not^participatein.Ae Non^qn^__Well ^all reimburse - — I Deleted: o 
the Consenting Parties the unrecouped portion of the amount allowed by Article VIJB. to be recouped | Deleted-
with respect to such Non-Consent Well. : 

If Operator is not successful with its initial completion attempt in any well drilled pursuant to this Agreement, 
and recommends a subsequent completion attempt in another zone and if less than all parties elect to attempt 
such completion, the provisions of Article VI.B.2. shall apply. Provided, however, that Article VT.B.2 shall .... { Deleted:. 
apply separately to each separate completion or recompletion attempt undertaken hereunder, and an election to 
become a Non-Consenting Party as to one completion or recompletion attempt shall not prevent a party from 
becoming a Consenting Party in subsequent completion or recompletion attempts regardless of whether the 
Consenting Parties, as to earlier completions or recompletions, have recouped their costs pursuant to Article 
VI.B.2., provided further, that any recoupment of costs by a Consenting Party shall be made solely from the 
production attributable to the zone in which the completion attempt is made. Election by a previous Non-
Consenting Party to participate in a subsequent completion or recompletion attempt shall require such party to 
pay its proportionate share of the costs of salvable materials and equipment installed in the well pursuant to the 
previous completion or recompletion attempt, insofar and only insofar as such materials and equipment benefit 
the zone in which such party participates in a completion attempt. Notwithstanding the foregoing, to be entitled 
to the benefits of this Article a party must have participated in all operations prior to the initial completion 
attempt. 

I C. J^riority of Proposals: ( Deleted: Priortiy 

If at any time there is more than one operation proposed in connection with any well subject to this Agreement, 
and the parties participating in the well cannot agree upon the sequence and timing of further operations 
regarding the well, the following elections shall control in the order enumerated, as follows: 

1. Prior to Reaching the Objective Depth 

a. Drilling a well to its Objective Depth shall have first priority over all other operations and 
proposals. 

b. In the event that impenetrable conditions or mechanical difficulties prevent reaching the 
Objective Deplh, a proposal to sidelrack in an effort to reach the Objective Depth shall have 
priority over a proposal to attempt a completion in a formation already reached. 

2. After the Objective Depth Has Been Reached 

a. An election to add additional logging, coring or testing. 
| b. An election to attempt to complete the well at either the pbjectiye JJepth or objective 

formation. 
c. An election to deepen said well, in descending order. 
d. An election to plug back and attempt to complete said well, in ascending order. 
e. An election to sidetrack the well. 
f. An election to plug and abandon. 

It is provided, however, that if at the time said participating parties are considering any ofthe above elections the 
hole is in such a condition that a reasonable, prudent operator would not conduct the operations contemplated by the 
particular election involved for fear of placing the hole in jeopardy or losing the same prior to completing the well in the 

I JJbjective J3epth or objective formation, such election shall not be given the priority hereinabove set forth. 

If any party is required under this Agreement to assign or relinquish to any other party or parties all or a portion 
of its working interest or production attributable thereto, the interest or production so assigned or relinquished 
shall be free and clear, not only of "subsequently created interest" as defined in Article III.D., but also of all 
mortgages, liens or other similar burdens placed thereon by the assigning party or resulting from its ownership 
and operation of such lease or interest on and after the date of this Agreement,̂ ut̂ otharOTse. w t i ^ t war^tyof 
title, express or implied, except against those parties claiming by, through and under but not otherwise, and 
assignee shall have the right of subrogation as to any warranties to which it may be entitled. 
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Each party hereto covenants and agrees for itself, its successors and assigns, that any sales, assignment, sublease, 
mortgage, pledge or other instrument affecting the lease and lands subject to this instrument (whether of an 
operating or non-operating interest or a mortgage, pledge or other security interest) will be made and accepted 
subject to this instrument and the party acquiring the interest or security shall expressly agree to be bound by all 
its terms and provisions. Any party hereto who executes any instrument in favor of any party without complying 
with the provisions of this paragraph shall indemnify, defend and hold the other parties hereto harmless from 
and against any and all claims or causes of action by any person whomsoever and for any expenses and losses 
sustained as a result of the failure of such party to comply with these provisions. 

The lien and security interest granted by each Non-Operator to Operator and by Operator to the Non-Operator 
under Article VII.B. shall extend not only to such party's oil and gas rights in the Contract Area (which for 
greater certainty shall include all of each party's leasehold interest and leasehold estate in the Contract Area), the 
oil and/or gas when extracted and equipment (as mentioned in said Article) but also to all accounts, contract 
rights, inventory and general intangibles constituting a part of relating or arising out of said oil and gas rights, 
extracted oil and gas and said equipment or which are otherwise owned or held by any such party in the Contract 
Area. Further, the lien and security interest of each of said parties shall extend to all proceeds and products of all 
ofthe property and collateral described in this paragraph and in Article VTI.B. as being subject to said lien and 
security interest Any party, to the extent it deems necessary to perfect the lien and security interest provided 
herein, may file this Operating Agreement as a lien or mortgage in the applicable real estate records and as a 
financing statement with the property officer under the Uniform Commercial£ode. I Deleted: code 

If following the granting of relief under the Bankruptcy Code to any party hereto as debtor thereunder, this 
Agreement should be held to be an executory contract within the meaning of 11 U.S.C. 365. then the Operator, 
or (if the Operator is the debtor in bankruptcy) any other party, shall be entitled to determination by debtor or any 
trustee for debtor within thirty (30) davsjTom the date an order for relief is entered under the Bankruptcy Code (Deleted: form 
as to the rejection or assumption of this Operating Agreement In the event of an assumption, Operator or said 
other party shall be entitled to adequate assurances as to future performance of debtor's obligation hereunder and 
the protection of the interest of all other parties. 

If any party receiving a notice proposing to drill a well as provided in Article VI.B. 1. elects not to participate in 
the proposed operation, then in order to be entitled to the benefits of this Article, the party or parties giving the 
notice and other partieŝ vho elect to participate in the operation shall within ninety (90) days after the expiration 
of the thirty (30) day notice period (or as promptly as possible after the expiration of the fcrty-eijjht (48) hour 
notice period when a drilling rig is on location, as the case may be) actually commence the proposed drilling 
operation and complete it with due diligence. Operator shall perform all work for the account ofthej^onsenting 
Parties: provided, however, if no drilling rig or other equipment is on location, and if Operator is a jvlon-
Consenting Party, the .Consenting, Parties shall either: (1) request Operator to perform the work required by such 
proposed operation for the account of theponsenting Parties, or (2) designate one of theponsenting Parties as 
Operator to perform such work. Consenting Parties., vyhen^^ducting operaticms on theppntract,Area pursuant 
to this Article, shall comply with all the terms and conditions of this Agreement. 
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If less than all parties approvê  any proposed drilling operation, the proposing party, immediately after 
the expiration of the applicable notice period, shall advise the .Consenting Parties of the total interest of the 
parties approving such operation and its recommendation as to whether theppnsenting Parties should proceed 
with the operation as proposed. Eachponsenting Party, within forty-eight (48) hours after receipt of such notice, 
shall advise the proposing party of its desire to (a) limit participation to such party's interest as shown of Exhibit 
"A": or (b) carry its proportionate part of nonponsenting Parties' interest, and failure to[ advise the proposing 
party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for such 
a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). 
The proposing party, as its election, may withdraw such proposal if there is insufficient participation and shall 
promptly notify all parties of such decision. 
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The entire cost and risk off onducting such drilling operations shall be bome by fheponsenUng Parties 
in the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting 
Parties shall keep the leasehold estates involved in such operations free and clear of all liens and encumbrances 
of every kind created by cr arising from the operations of thepmsenting Parties. If such an operation results in 
a dry hole, the Consenting Parties shall plug and abandon the well and[ restore the surface Joration__atî vnsde__ 
cost, risk and expense. If any well drilled under the provisions of this Article results in a producer of oil antî pr 
gas in paying quantities, theponsenting Parties shall complete and equip the well to produce: at tiieir sole ccst 
and expense and the wells shall i i turned over to the Operator and shall be operated by it at the expense and for 
the account of theponsenting Parties. 
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Upon commencement of operations for the drilling of any well by theponsenting, Parties in accordance . 
with the provisions of this Article, each JMon-Consen ting Partyshall be dee^ 
Parties, in proportion toponsenting Parties' respective interest, all of theĴ on-Consenting Party's right, title and 
interest in and to the weiibore and share of production therefrom, but shall reserve and retain an overriding 
royalty interest in all oil, gas and other mineral produced, saved and sold from the well equal to the difference 
between J^entv-five percent (25.00%^and the base lease royalties and all otherburdens.ofrecord as of the ô te 
of this y\gre^ent. Such overriding royalty interest shall be in addition^ to 
overriding royalties, production payments, if any, and shall be free and clear of all costs except ad valorem, 
production and severance taxes assessed thereon. Said overriding royalty interest shall be proportionately 
reduced and shall be payable in the proportion that theJNon-Consentin 
lands contained within the spacing unit for the producing well bears to the entire mineral interest. 
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After the well has been drilled to the proposed depth and completed as a well capable of commercial 
production, upon receipt of a written request fromCpnsentmg Parties. each.N'on-( Consenting Party shall execute 
and deliver to the Consenting Parties an assignment conveying to the Consenting Parties all of each JMon-
Consenting Party's right, title and interest in^nd to the wellbore and share of production flierefrom, from the 
surface of the ground down to one hundred (100) feet beiow the stratigraphic equivalent ofthe totai depth drilled 
in the well. Each Ĵ on-Consenting Party shall except from such assignment and reserve and retain unto 
themselves its overriding royalty interest. 

This .Paragraph H. applies only to drilling wells and not to subsequent operations such as a rework, 
deepen, recomplete, or sidetrack operation of an existing well. 

I . At the request of any party, all_of the parties hereto shall execute a recordable Memorandum and Financing 
Statement referring to this Agreement, the Contract Area of this Agreement, and the rights and obligations of 
the parties under this Agreement. 
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This Agreement shall be subject to the conservation laws of the state in which the Contract Area is located, to the 
valid rules, regulations and orders of any duly constituted regulatory body of said statê and to all other applicable 
Federal, state and local laws, ordinances, rules, regulations and orders. 
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K. In the event of a conflict between the provisions of this Article XV^nd any other provision of this Operating 
Agreement, the provisions of this Article Xv^hall control and prevail. 
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Tony Cervi 

To: 

Sent: 

From: Judy Farrar [farrar@wadipetroleum.com] 

Friday, April 07, 2006 10:49 AM 

Tony Cervi 

Subject: Re: Caudill West 8 Fee # 2 - Operating Agreement 

Tony, I was in the process of faxing you our revised pages to the JOA when I received your email. Some of our 
revisions may be what you have sent to Wadi. Once you get our revisions and have reviewed them give me a 
call. There are some provisions that Wadi has a real problem with. Thanks. 

— Original Message — 
From: Tony Cervi 
Sent: Friday, April 07, 2006 10:34 AM 
Subject: Caudill West 8 Fee # 2 - Operating Agreement 

Ladies and Gentlemen: 

I have attached a revised Article XV to the subject Operating Agreement. As we have discussed, this JOA is 
attached to an Exploration Agreement to which Cimarex is a party. Unfortunately, I did not realize until after I 
sent out the JOA that there were many typographical, grammatical, and spelling errors contained in the original 
Article XV. Therefore, I have corrected these errors and attached a FINAL version. I have also attached a file 
highlighting the changes that were made. 

Please let me know if you have any questions. I am sorry for the inconvenience. 

Best regards, 

Tony 

A n t h o n y J . C e r v i 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

4/10/2006 
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•til 
W A D I P E T R O L E U M , I N C. 
4355 Sylvanficld Drive, SuiK 200 
Houston, Texas 77014 
Z81-58J-2889 Tux, Z81'583-tK0"t 

April 7,2006 

VIA FACSJWULE 

Mr. Anthony Cervi 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 

RE: Caudill West 8 Fee #2 
T15S R36E 
Section 8: N/2 
Lea County, New Mexico 

Dear Mr. Cervi: 

Wadi Petroleum, Inc. received the revised Joint Operating Agreement dated April 3, 
2006 (JOA) on the referenced well. Upon review of the JOA Wadi requests the foSicwini; 
revisions: 
1) Article II. Page 1. Line 56. This exhibit should not be lined out. 
2) Article 111 A Page 2. Lines 4-8. Delete, there is no Exhibit B. 
3) Article VI.C. Page 7. Line 67. Add after "Each party shall "have the right to". 
4) Article VI E.2. Page 8. Line 44. Add at the end of first sentence "who paiticipamd in 

the cost of drilling the weir. 
5) Article VI. Page 8. Une 57. Delete, this is a duplicate line. 
6) Article VI. Page 8. Lines 64 thru 67. Wadi will not agree to this paragraph BS 

worded. 
7) Article XV. Item H. Page 2. 4 t h & 5 t h paragraphs. Will not agree to rewarding non-

consent partners with an ORRI. 
B) Article XVI. Page 15. Line 11. Need name. 
9) Exhibit A. Interest of parties. 

The Unleased Mineral Interest needs to be addressed within the JOA. Who is 
going to pay for the Unleased Mineral Interests share ofthe costs of the weir? Is 
it going to be proportionately distributed among the working interest owners, 
etc.? 

10) Exhibit B. A page needs to be inserted that states there is no Exhibit B to this 
Contract. 

11) Exhibit C. COPAS. Article III.A.3. Page 5. Line 31 thru Line 37 delete. Add io viral 
sentence "by the percent of increase or decrease as published by CCPAS." 

12) Exhibit C. Page 6. Line 1. A number needs to be added here. 
13) Exhibit E. Page 1. Line 62. 1.16 needs to be checked and add October, November.. 

December. Line 63 needs Ihe addition of Jan, Feb, Mar. 
14) Exhibit E. Page 1. Une 67. Alternate 1 Mcfs should be checked. 
15) Exhibit E. Page 2. Une 45.4.2 should be checked and add to line 48 six (6). 
16) Exhibit E. Page 3. Une 25. Delete check at 7.3 and add check to line 29 - 7.3. 
17) Exhibit E. Page 4. Line 17.7.9. Delete check. 

WVAQV SERVERVidy fnrmr»CnirDI| M FrtMpfttMpr rOQ Ltr to Cbrarex m m M w JOA dee 
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18) Exhibit E. Page 4. Line 35. Replace 30 with five (5). 
Page 2 
Letter dated April 7, 2006 

18) Exhibit E. Page 4. Line 35. Replace 30 with five (5), 
19) Exhibit E. Page 4. Line 36. Replace 7 with twenty-four (24). 
20) Exhibit E. Page 5. Line 39. Check 13.2. 
21) Exhibit E. Page 5. Lines 43 & 45. Add "thirty (30)". 
22) Exhibit E. Page 5a. Item 14.1. Delete this item. 
23) Exhibit E. Page 5a. Item 14.2. Revise last line to read "Costs incurred by the 

independent engineer shall be borne by "only the imbaiancedparties '. 
24) Exhibit F. Item 6. Delete. The JOA should not be cancelled because of Operator's 

non-compliance. 

In order to lessen any confusion that you may have in regards to my comments above,! 
have attached revised pages where appropriate with the corresponding number per 
revision or comment. 

Should Cimarex be agreeable to the revisions suggested by Wadi, we ask that you initial 
each revision as it appears on the attached pages along with a copy of this letter in the 
space provided below and return by fax the initialed pages and an executed copy of ihis 
page. 

Upon agreement of a mutually acceptable Joint Operating Agreement Wadi will provide 
our election to the well proposal. 

Thank you and should you like to discuss our revisions or comments, please give me a 
call. 

Yours truly, 

kand Manager 

Attachment 

Cimarex Energy Co. agrees with the above revisions to the Joint Operating AcjresrnBnt 
dated April 3, 2006. 

Cimarex Energy Co. 

By-

Its: 

Date; 

tW0[_5trtVERW!y omuicouaffl u Pm^ntiAor 71)0 Ur to d m ™ m mMIOMla JOA.rfw; 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT -1982 

OPERATING AGREEMENT 

3 THIS AGREEMENT, entered into by and between Cimircr Energy Co. 
4 , . hereinafter dcaSfina^ siirt 
5 referred Do as "Operator", and (he signatory pflTty or panics oilier than Operator, sometimes hereinafter referred lo indivldM;!*/ ilcciTi 

61 as "NonOperatoi", am! collectively as "Non-Opcratots". 
7 

8 WITNESSETH: 

9 
10 WHEREAS, the parties to Ibis agreement ere owners or nil and gas leases and/or oi! and gas interests in the Kind itkntificj n 
11 Exhibit "A", and the parties hereto have reached an agreement to explore and develop these leases andfor oil and gas intcsssi', foi (IK 
12 production of oil and gas to the extent and as hereinafter provided, 
13 

14 NOW, mBREl-ORE, it is "Breed as follows: 

15 

K, ARTICLE L 

17 DEFINITIONS 

18 

19 As used in this agreement, the fallowing words and terms shall have the meanings here ascribed to them; 
20 A. The terra "oil and gas" shall mean oil, gas. raslngheud gas, gas condensate, and all other liquid or gaseous bydwuriws 
21 and other marketable substances produced therewith, unless an intent In limit the ieclusivcness of this term is specifically slslcfl. 
22 B. The terms "oil and gas lease", "lease" and "Icascholo"" shall mean lite oil and gas leases covciing trauia of ianj 
23 lying within the Contract Area winch are owned by the parties to this agreement. 
24 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of burl lying within the 
25 Contract Area which are owned by parlies to this agreement 
26 D, Tho term "Contract Area" jhatl mean all of the lands, oil and cas leasehold interests and oil and gas interests Intended ta bo 
27 developed end operated for oil and gas purposes under this agreement, Such lands, oil and gas leasehold interests and oil and &•>, HUSICSU 
28 arc described in Exhibit "A" 
29 E. The tern "drilling unit" shall mean the Met fixed fat the drilling of one well by order or rtt'e of any s;i» oi 
30 federal body having authority. If a drilling unit is not fixed by any sueh rule or order, a drilling unit shall be the drilling unit cs cs aMisi -
31 cd by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsitc" shall mean the oil and gas lease or interest on which » proposed well i> to be heated. 
33 O. Tie terms "Drilling Party" and "Consenting Party" shall menu a party who agrees to join in and pay its dure of iS t car; 
34 any operation conducted under the provisions of this agreement 
35 H. The terms "Non-Drilling Party" and ''Non-Consenting Party" shall mean a patty who elceK not ID ranKiitcjc 
36 m a proposed operation. 
37 
3« Unless the context otherwise clearly indicates, words used in the singular include die plural, tlvc plural toeMct 
39 slncplar. and the m ĈT gender i n c l i ^ the masculine rmd the lbnlninc 
40 
41 ARTICLE I I . 
42 EXHIBITS 
43 
44 The following exhibits, as indicated below and attached hereto, arc incorporated in and made a part hereof; 
45 EI A. exhibit "A", shall include the following information; 
46 (1) Identification of lands subject to this agrceracm. 
47 (2) Restrictions, if any, as to depths, formations, or substances, 
48 (3) Percentages or fractional interests of panics to this agreement, 
49 (4) Oil and gas leases and/or oil andgas mtcrcstssubjea to disagreement, 
50 (5) Addresses of panics fornottee purposes. 
51 f3—fcV^MlMfJ!BVForitwH*Bst! 
52 GS C. ExIiibif'C". Accounting Procedure. 
53 0 D. Exhibit "D", Insurance. 
54 Bl E. Exhibit "E", Gas Balancing Agreement. 
55 SE F, Exhibit "P™, Non-Discrimination and Certification of Non-Scgregatod Focililics. 

57 If any provision of any exhibit, except Exhibits "6" and XT. is inconsistent with any provision coniahied in l l , ; N»dy 
58 of this agreement, the provisions in the body of this agreement shall prevail. 
59 
60 
61 
62 
63 
64 
65 
66 
67 
61 
69 
70 
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AAP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

1 ARTICLE DU. 
2 INTERESTS OF PARTIES 
3 
4 A. 0)1 Jllltf Oaj laCEFfsMc 
5 
6 If apy-r^aity-owns an uil JIHJ giu illtuust in ilie Ooatmiit Arm, llmt ialemt ahall he prated QmWrFiwg^.i&M^wtnM; 
7 and during (he term hereof as if It were covcgdJaJheJma-gfroil K l j ^ leuiiii jfaeSed hereto as Ediiait "S", and (ho cumc-
8 iUallU-UMBeoBioiBi isgfli ilinujallyiam'ennjurul luauulilULsuaudHiuiiilenatofdiclu^tlicrenndrj, 
9 

10 B. Intcmts ef Parti as In Casts aad Production-. 
I I 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under tills agreement -Kill bi in-r... 
13 paid, and all equipment and materials acquired in operations oa the Contract Area shall be owned, by Ihe partiea as ftxair inters are-
14 forth in Bdubil "A". In the same manner, tlw rwrtiat shall also.own all production of oil and gaa ffom the Contract Area subject tu 

is uavmen. . f ^ ^ ^ J ^ ^mmKSismmm^ 
16 
17 Regardless of which party has contributed tin !eoio(s) and/or oil and gas interests) liercto on which royalty is rli's und 
18 payable, each party entitled to receive a share e£ production of oil and gas fiom the Contract Area shall bear and shall payor illiva, or 
] 9 cause to be paid or delivered, lo the extent of its interest in such production, the royalty amount stipulated hereinabove and shall held Sic 
20 other parties net Bran any liability tasrefbr. No party shall ever be responsible, however, on a price basis higher than the price rct*r,«J 
21 by such parry, tg any other patty's lessor or royalty owner, and if any audi other potty's lessor or royalty owner should d«r.an<: ?n< 
22 receive sctflcttrem on a higher price basis, the party contributing the affected lease shall bear the additional royalty Wrlon ultrttaui'.:. v-
23 sueh higher price. 
24 
25 Nothing contained in this Article ID.R shall bo deemed an assignment or enss-aaaignment of interests covered hereby. 
26 

27 C. ElrccssRoynUlcs, Overriding Royalties and Other fnyaientj: 

28 
29 Unless changed by other provisions, If the interest of any patty in any lease covered hereby is subjict to any royalty, 
30 overriding royally, production payment or.ether burden on production jn excess of the amount stipulated ia Article 111.3,, sue!, nan}- so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold (be other parties hereto icirmtii, .Vr., » y 
32 and all claims and dctnanda ibrpayment asserted by owners ofsueh exeeas burden, 
33 
34 •>• Substquentljr Created Interests: 
3S 
36 If any party should hereafter create an overriding royalty, production payment or other burden payable out of ) tsdccj.-v i 
37 attributable to its working interest hereunder, or if sueh a burden existed prior to this agreement and is not set fortii in ExhSuit "A", c 
38 waa not disclosed in writing to afj other panics prior to the execution of this agreement by all parties, oris note iociih' acJtnonJi.diEsi! 

OT does not appear of record Tn the records of the county In which t i t Contract area is located prio, to tfie mccednu t i , f i ' 
acaspM«y obligation of all parties / (any such interest being hcrctoaita referred to as "subsequently created jutwest" jtrgspertilve, of tbf 
utnrng of its creation and Ihe party out of whose working interest the subsequently created interest is derived befctg hereinafter refcrfej 
to as "burdened party"), and: 

40 
41 
42 
43 
44 
45 
46 
47 
43 
49 
50 
51 
52 
S3 
54 
55 
56 
57 

1. If the burdened party is required under this agreement lo assign or rcbntflltsb 10 any other parry, or pottiis, al! cr ,1 j)«:,o;i 
of its worldng interest ancVbr the production attributable thereto, said other party, or parties, shall receive said asiipirnan attrlfc? 
production free and char of said subsequently created interest and Use burdened party shall indemnify and save said r.vir- psi'iy, 
or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created htan 
and, 

2. If the burdened party tails to pay, when due, its stare of expenses chargeable hereunder, all provisions of .\rtlc\e Vll.B. st»V. Vo 
enforceable against the subsequently created interest in the same manner aa they arc enforceable against Uw workhj interest af 
the burdened party, 

ARTtCtillV. 
TITLES 

A. licit Examination: 

» «.—.. ^•&sr&ttn* Title examination shall be made on the / oeallpite .ofr̂ mV' proponed well prior to flomnwnccment-of"dnllin3 ap«^ii:K^-otr-': 

tht̂ aaHMBrPaTliea ce request, tltle-eMwrnecon chall bo made ornhfl tooM.i and/or oil aod̂ aâ MarMtŝ iwiuded, or plawwl-t;-lie-ir»liit! • 
caV-in tho drilling unit aBWnd-anch well. The opinion will Include the ownership of the worldng interest, minerals, royalty, oveiririing 
royally aad production payments under the applicable leases. At the tunc a well is proposed, each party contributing lenm sit*..' ill * vi 
gas interests to die drillsitc, sr to be included in such drilling unit, shall furnish to Operator all abstracts (betudinf; federal!»« strl. 1 
reports1), tide opinions, title papers and curative material in its possession free of charge. All such infortnaticn not in :he D W I . oi c r 
made available to Operator by the partes, but necessary tor the examination of (he title, shall be obtained by Operator Oi iiiu i 
cauac title to be examined by attorneys on its staff ur by outside attorneys. Copies of all title opinions shall be furnished ir i-ncis pi.ri v 
hereto. The cost incurred by Operator in this title program shal bo bomc as follows; 

• Option No. [: Costs meutrcd by Operator in procuring obstnets and title exaTntnatlun fmcluding, pyclinî sry, suv^?ii» '' i s' in: . 
shut-in gas royalty opinions and division order title opinions) ShaU bo a part or the adrainistialive overhead as provided in Bfitta " 
and shall not be a direct charge, whether performed by Operator's staff attorneys or by outside attorneys. 

-2-
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A-A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE VI 
continued 

1 ir ind when the Consenting Parties recover from a Nan-Copsorifing Party's rclioquishod interest tho amounts provnkti U.<r w 
2 the Ku'nquiahed interests of such Non-ConscntitiB Party shall automatically revert to it, and, from and after such reversion, KMC*' I..-.V ~ 
3 Conscnu'oe Party shall own the same interest in such well, the material and equipment b or pertaining thereto, and the r. Tv;t»-.<Uj 
4 thcrc&am as such Non-Coracnting Party would have been entitled to had it participated in the drilling, reworking, deepening .v elixir.';. 
5 back of said well. Thereafter, sueh Nsn-Comsitins Party shall be charged with and ahall pay ia proportionate pan of the further- M r, * 
6 tie operation of said well macurdoittt 
7 
8 
9 

10 Notwithstanding the provisions ef this Article VI.B.2., It Is agreed that witliout the muuial consent of all parlies, no twist 'lu ll 
11 be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area ia producing, u.da.s r.ji:h 
12 well oonforms to the then-existing well apacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Ariieic VL 
17 except (a) as to Article VII.D.l. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such u'lut ;.n 1 
IS after if has been drilled to the depth specified in Article VLA. if it shall thereafter prove to be a dry hole or, if initially complcir.'J !'« jva-
19 ducu'on, ceases to produce In paying quantities. 
20 
21 
22 
23 3. Stand-Bv Time: When a well which has been drilled or deepened has reached its authorised depth and all tests .n»t ten 
24 compteled, and the results thereof furnished to the parties, stand-by costs incurred pending response, to a party's notice prjpwhc n 
23 reworkins, deepening, plugging back or completing operation in such a well shall be charged and borne as part of Ibe drilling cr dot»«n-
26 ing operation just completed. Stand-by costs subsequent to ail parties responding, or expiration of the response time pantiUid, iihi-Lilitr.-cr 
27 first occurs, and prior to agreement as to the portrap»ting Interests of all Consenting Parties pursuant to the terms of the I-
28 matteal paragraph of Article VLB.2„ shall be charged to and borne as part of Ihe proposed operation, but if Lie proposal is s t ' v »,.v 
29 . withdrawn because of tn&uHidcat participation, such standby costs shall be allocated between the Consenting Parties in h: v> IK- i;::n 
30 each Consenting Party's interest aa shown on Exhibit "A" bears to the total Interest as shown on Exhibit "A'' of ali Cov̂ .n :>.|. V:,,--
31 1 lies. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "declaring" oprî tU«i j,a| | 
36 also be applicable to any proposal to directionally control and intanricmally deviate a well from vertical ss as to change tht bauoir, fc ok; 
37 location (herein call '̂ idctrackirig'̂ , unless dene to straighten tho hole or to drill around junk in the hols or brain;! «T orber 
38 mechanical difRoulticj. Any party having the right lo participate in a proposed sidetracking operation that does not own an itw sest :\ ;iw 
39 affected well bore at the lime of the notico shall, upon electing to participate, tender to the well bore owners its proporttonali: Kinr: (> 4 >a! 
40 to Its interest in the sidetracking operation) of Ihe value of that portion of the existing well bore to be utilized as fallows: 
41 
42 
43 
44 (a) If the proposal is for sidcrradong an existing dry hole. rcirnbunrernent shall be an the basis of the ucnjal CDSW h,;;^ nc in 
45 the initial drilling of Otc well dc™ to the dinith at winch utc sidetrack 
46 
47 
48 
49 0) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the bail; oi inn well's 
50 solvable materials and equipment down lo tha depth at which the sidetracking, operation is inidatcd. determined in n;Mi' ;rj;j with Ae 
51 provisions of Exhibit "C", less the estimated oast of salvaging and the estimated cost of pluggine. and abandoning. 
£2 
S3 
54 
35 ln Ihe event thai notice for a sidetracking operation is given while the drilling rig la be utilized i i en lotuticn, the ::s-.mi- p : cu 
56 shall be limited to foily-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party rr»y ro.>:s- n il 
57 receive up to eight (8) additional days after expiration of the ferty-cight (48) hours within which to respond by payinE for all st mci-by L1 v.t 
58 incurred during sueh extended response period. If more than one party elects to take such additibnal time to respond to Put r:.«.,«, & ;i<t 
59 by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the pnsportion each e!er,'.ii. j ,u?-
60 ly's interest as shown on Exhibit "A" bears to Ihe total interest as shown on Exhibit "A" of all the electing parlies, i i iJi vil'.,- in-
Q\ stances Ihc response period lo a proposal far sidetracking shall be limited lo thirty (30) days. 
62 
63 
64 
65 C TAKING PRODUCTION IN KbNOi 

•p 66 have the righc Co 
67 Each party shallnakc in kind or separately dispose of its proportionate share of all oil and gas produced from the Ce it nc, .' i ra, 
6B exclusive of production which may be used in development and producing operations and in preparing and treating nit c>; for 
69 marlreting puiposes and production unavoidably lost Any extra expenditure incurred in the taking in kbKl or strata dis-p^iici'. n 1>> .wy 
70 party of its propotlionate share of the production shaU be borne by such party. Any party taking its snare of production in fi Jill b; 
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ARTICLE V I 
continued 

(o 

f^uifed-tf>^y-iWWy-l»i?rcc^rtic«t3 shan»of-suoh^i*<i*<^ator!3^wfarM faoilities whiah-kusca, 

Each party shall ejcooulc such division orders and contracts as may be necessary for the sale nf its luicicK in pradiicvba i n 
Ibe Centraet Area, and, except as provided in Article VII.B., shall be entitled to receive payment directly from the rofritssai «!oww' i • 
its share of all production. 

« 4st-tl»^raHiryi]nrtr shall fart-te-mnlm the arrangements ncociaary.m4n)te-ilt4^^ ;> S M > »: 
trovoil-©rflBtaeod-»e«T^^ Vh»- " ' 
the-ortHff'twn-^arahaae-aich^ or sell il to olhara-omny time and-from time to time, for-tBe-aarottist-oRlte-i^ w Hie 
hoa-prioe-<ll)10Hwtilo in tho area fô sBoh-produption, Any-<weh-p»nihasa Of-cate-by OpwflWfrshalHlc îlijeet-aiways-t-j-fe • : ssht-o: 
(WiuwHrf-tlie-prod^ to raeroiae-^l-uiry-Hine ia rirdHt to take in kind, or aee<OTKl̂ y-̂ Î ^̂ ^̂ B»e-ô  f f" i ' •*iy 
delivered to a purchaser. Any purohrac-or^aie-«y Opcmrnr of-orry-other pony's atare-of-oil shsa«.bc«aBlpi^^ 
time m nre ooraistwil witlyfte-nmirnurn rie«d«-of-tiie-indiiii|iy undcr̂ he-p f̂itwIaî taBiTO but iiHio-tvent-%r-B-pri;i:'') 
e*9»e-rr>i«ar-

rn the event one or more parties' separate disprjsitkui of ils share of the gas causes split-stream deliveries to scpnraie pipelines asd/qr 
deliveries which on a doy-to-day basis tor any reason are not exactly equal to a party's respective proportionate share of total j>« sai-ss to 
be allocated to it, the balancing or secojmting between the respective accounts of the panics fbj^b* •» accordance with any &f hboû -in-
agreement between Ibe parties hereto, ̂ whether sueh on-eereenwit is attaehed as Exliibit "E", *«M3-tt»er»rfll»^««t»nt. 

D. Access tn Contract Area and Information: 

Each party shall have aaeess to the Contract Area al all reasonable limes, at its sole cost and risk to inspect or observe i>f,»:: .:;b «. 
and shall have access at reasonable limes to information pertaining to the development or operation thereof, including Operator's beck* 
and records relating thereto. Operator, upon request, shall furnish each ofthe other parties with copies of all Tonm or reports filed v;ith 

26 govemmcnul ascneics, daily drilling reports, well legs, lank tables, daily gauge and run tickets and reports of slock on hone at tlx tVst of 
27 each month, and shall make available samples of any cores or curlings taken from any well drilled on the Conmct Aim. ITm cos! of 

gathering and fiimisliuig mformalion to Non-Operator, other than that specified above, shall be charped to the Nan Open!': '.h.s re­
quests the Information. 

E. Abandonment ofWells: 

>ry Holes' Except far any well drilled tor'dcepcned pursusm to Article VI EW., sry weli " i : . ; . i *a t 
34 drilled /ordecpened under the terms of this agreement and is proposed ID be completed as a dry hale shall not be plugged n.ir, : » ; s ^ 
33 without the consent of all parties. Should Operator, after diligent effort, be nnahte lo contact any party, of should any par,;, : J1 <« «s> 
i6 within forty-eight (48) hours (exclusive of Saturday. Sunday and legal holidays) after receipt or notice of Ibe proposal to pit's > :<• 
37 audi well, such party shall be deemed to have consented to the proposed arjandontticnt All such we!h ihrll be ptufcfjcd ar.<!;-Ui: 
38 accordance with applicable rcgulatiens and at the cost, risk and expense of the parties who participated in the cost o!'dr>!!in<;.. ,!.«:i.: 
39 such well. Any party who objects lo pliifajing and abandoning such well Shall have the right to tales over the well and rx.Kinct f;in'; 
40 operations in search of oil and/or got subject lo the provisions of Article VI.B. 

,WHO PARTICIPATED M 41 
42 2. iMi«pitnnment; nT Wells that have Produced: Except for any well in jfcicb a Non-Consent operation ha* beea e 
43 hereunder for which the Consenting Parties have not been fully reimbursed as hficin provided, any well which luu been compiiloi i s * 

—14 producer shall not be plugged and atondonod without the consent of all partle/lf all patties consent to such abandonment ilijyvell shall 
45 be plugged and abandoned in aocdrdance with applicable regulations and at the cost risk and expense of all the parties here'o !. If. vithm 
46 tltitty (30) days after receipt or notice of the proposed abandonment of any well, all parties do not agree to the abandonmciTf .it'such well, 
17 those wishing to cOTtirrue Its operation from the hutrvnlfs) of (lie rwrnahVjnfs) men open to production shall tender 1s> each uf ills urfra 
48 panics its propertionote share of tltc value of the well's satvaWc material and ctjuipoicnt, determined in accontancc with the p;wiM.« of 
49 Exhibit "C. less Ike estimated cost of salvaging and the estimated east of plugging and abandoninn. Each abandoning past;- shsut 'si-ign 

the ncn-aliesuloning patties, without warranty, express or implied, as to title or ns to quantity, or Ittncss for use ef ihc eiiuij'ioci.i "nd 
material, all of ils interest in the well end related equipment, together with its interest in the leasehold estate ns to, but only at a, In­
terval or intervals ofthe formation or ibnrnlions then open to production. If the interest of the abandoning party is or Ineludri in t il snd 
gas interest, sueh party shall execute and deliver to the non-abandoning party or parties an oil ind gas lease, limned w th- >ni u 

54 tcrvals ofthe fbnuatiDn or formations then open to production, for a term of one (I) year and so Ion?; thereofta' as oil aodAi yet tt pro-
55 duced from the interval or intervals or the formation or formations covered thereby, suei lease to be on the form attached as C»ii a(t 

T3Bk»wOr:-fxlvr 
«me Kr OperaHr jl.uny 

« i t « (.:«.!» ' ' 

XUB COSI 0? BRILLINiJ 
•nta cajfsxwi THE WEIX. 

50 
51 
52 
53 

56 
— 57 

58 

59 
60 
61 
62 
63 
64 

' 65 
66 
67 
68 
69 
70 

4toa-p3j4tuf»M)-fi 
ltiaMF»ilT«nw«:^ri 

ercundcr 
l\"6peraVor bnly^tff!?eitcai~ iKsxaaary to eairy 

— wder Ktiene'..,,, . . .. 
irntor tn c-btnirt «;!ili .jri.&r'fi n« î)r.. 

- ' )1 .,s dnS' 
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parties hereto bonnlcss. fiom and against any aad all claims or causes of action by aoy person whomsoever anc' 
for any expenses and losses sustained as a result of die failure of such, party to comply with these provisions. 

F. The lien aad security interest granted by each Non-Operator to Operator and by Operator to flic Nort-Opcr.< JOA 
under Article VUB, shall extend not only' 63 such party's oil and gas rights in 6vs Contrast /ilea (which Sir 
greater certainty shall hachide all of each party's leasehold interest and leasehold estate in dw Contract'.r.:.;<}, 
the oil and/or gas when extracted and cqurpment (as mentioned in said Article) but also to all aucoorjs, 
contract rights, inventory and general intangibles constituting 8 part o£ relating of arising out o£ said oil ami 
gas rights, extracted oil and gas and said equipment or which are otherwise owned or held by aay such parry it-. 
the Contract Area. Further, the lien and security interest of each of said parties ahall extend lu all prenrsds tn; i 
produce of all of the property and collateral described in this paragraph and in Article VII.B. as base subject 
to said lien and seoutity interest. Any party, to the extent it deems necessary lo perfect the Han and aaui ii;.-
interest provided herein, may file this Operating Agreement as a lien or mortgage in the applicable axil 
records and as a financing statement with the property officer under the Uniform Commercial codo. 

G. K following the granting of relief under the Baiucmptey Code to any party hereto as debtor tlietEuni'.ci, i is 
Agreement should be held to be an executory contract within the meaning of i 1 U.S.C. 3(55- firca t^t 
Operator, or (if the Operator is the debtor in bankruptcy) any other party, shall be entitled tn dctaimjiutioa ty 
debtor or any trustee for debtor within thirty (30) days form (he date an order for relief is catered am?.-sr :ho 
Bankruptcy Code as to the rejection or assumption of this Operating Agreement. In. the emtm of sa 
assumption, Operator or said other party shall be entitled to adequate assurances as to future pcrfoiinatic;:; of 
debtor's obligation hereunder and the protection of the interest of all other parties. 

H. I f any patty receiving a notice proposing to drill a well as provided in Article VLB, 1. elects not to particir. ate 
in the proposed operation, men in order to bo entitled to the benefits of this Article, the party or partiea gm.\u: 
tho notice and other parties as shall elect to participate in the operation shall within ninety (f 0} day; after J|J« 
expiration ofthe thirty (30) days (or as pronrptry as possible after the expiration ofthe forty-eighf. (48) Iwv.: 
period when a drilling rig is on location, as the case may be) actually t»mmenoe the proponed dfil.l «g 
operation and complete it with due diligence. Operator shall perform all work for the accou \; of the 
consenting parties; provided, however, if no drilling dg or other equipment is on location, purl if Opcui r it i 
non-consenting party, the consenting parties shall either: (1) request Operate? to perfana the work rraj--.yr«tl by 
such proposed operation for tho account of the consenting parties, or (2) designate one ol ihe c-iuwii-v.; 
parties as Operator to perform such woric Corisemring parties, when conduction operatic™ at; die , : i : i ,t 
area pursuant to mis Article, shall comply with all the terms and conditions of this Agreement. 

If loss than all parties approved any proposed drilling operation, the proposing parly, feii»«<t«a!y 
after the expiration of the applicable notice period, shall advise the consenting parties of the total tocccst t. f 
the parties approving such operation and its recommendation as to whether the consenting ptofc'w abi'iM 
proceed with the operation as proposed. Each consenting party, withia forty-ei^it (48) hours Biter trxdp: of 
such notice, shall advise the proposing party of its desire to (a) limit participation to such jjarty's b&itcw . J 
shown of Exhibit "A; or (b) carry its proportionate part of non-conscntiEg parties' interest, and fcSforc. to 
advise the proposing party shall bo deemed an election under (a). In the event a drilling rig is on location, fisrj 
time permitted for such a response shall not exceed a total of tbrty-eight f/S) hows (inclusive of Srrhjrky, 
Sunday and legal holidays). The proposing parry, as its election, may withdraw such proposal if feew is 
insufficient participation and shall promptly notify ell parties of such decision. 

The entire cost and risk of conduction such drilling operations shall be bomo by the cyts'.ttims, 
parties in the proportions they have elected to bear same under the terms of the preceding ;imag,-< ^ i i . 
Consenting parties shall keep the leasehold estates involved in such operations free aad clear of all fe * LtriJ 
encumbrances of every kind created by or arising from the operations of the consenting parties, ff stieb. an 
operation results in a dry hole, the consenting parties shall plug and abandon the wall and restore the surtax; 
location at their sole cost, risk and expense. If any well drilled under provisions of this Article results, ta i 
producer of ail and or gas in paving quantities, the consenting parties shall cciBpicte and equip the wt l In 
produce at their sole cost and expense and the weBratD be turned over to the Operator and shall be opvtieA 
by it at Hie expense and for the account of the consenting parties. 

llpoil: oommenoornontri of oparationr, far the drilling of any well b y ^ ^ r ^ ^ f e r t e - i ^ i e t j M; 
accordance with the provisions of this Ankle, each non-consenting party sha ll be deemed io have.feRrd >.-,t 
to consenting parties, in. proportion to consenting parties' respective interest, tut of ftiftflffle^anscntiag pwiy'* 
right, title and interest in and to the weUrwre aral share of prooHiotion t t a ^ rwervo an'! issttfc *» 
overriding royalty interest in all oiL gas arid other ntineralprodu^edjjw the well rst[inl to i s 
difference between twenty five (25.00%) percent and the]hasHo^eroyalues and all a titer burdens <vf Mu.'i'fl ; ; 
ofthe date of mis agreement. Such ovemd^Jtryany interest shall be in addition to presently ,£:.;•>.-. 
royalties, orvmdmg royalties, proo îctiosrpayninits, if any, and shall be tVee and clear cf sil costs .̂..aw 1 
valorem, production andjsa^er^cettwes assessed ttereon. Said ovandiaa royalty iistoresf. » il -
proportionately rcdiwerj^nd shall bs payable in the proportion that the nan-eonicaitiig parr/a wei r f i ti •-
leases rxtyeriflglhelands contained within the spacing unit for the produsins well basts to (he taitfe 

production, upon receipt of a written request fiom consenting parties, each am^O^ajLg^Hny^iO.l ™x 
and deliver to the cooflonting parties an assignment Mnv^jn^Joj^ceri^itrng parties all of ciih UMI-
consenting party's right, title and interest in nofl^asseTrfflSTpa '̂s right, title and intenat in .wrt » ± i 
wellbore and share of productiflfjOliawljUtii. iluui the surface of the ground down to one hundred (1 Ct>> i - t 
below th-" •^t|ifjirt^-'*n<^"j'"t " f ^ " total depth drilled in mc well. Each ma-cov^zntiag parry shsS'i«.:c-it 

This paragraph H. applies only to drilljrjg wolls'.and not to snbeequcni operation such as a rt ^Mt'i, 
deepen, recomplete, or sidetrack operation of an existing well 

2 
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ARTICLE XVI 
MISCEIAANEOWS 

Tliis agreement shall ta binding upon and snail inure to flic benefit of tha parties hereto and to iliolr relative hci.-j <ls:i 
legal raprcacntativas, RUCBUSAOP; und assigns. 

This instrument may be executed in any number of counterparts, each of which shall be rajitiidcier) is. o iginil for all piup'),,;; 

IN WITNESS WHEREOF, IttLi arjrremortt shall DC clrcctivc as of April day or 3r<1 _ , (ycra) 2'il 

• who lm.rjr™rcd and circulated this form for execution, represents and warrants tha tJ 
7 w t K i i ! ^ j ^ AAPL Form 610-19B2 Model Form Opctotinn « was primed from and 

published in diskette form by Forms On-A-Disk, Inc. Ne-e*si Htî r̂ jtlWî Mrt.lliryWVitvArtiOl«9^=^ -----
——; rjawtfHMlWKit' fy-lli 

OPERATOR 

CIMAREX ENEttCY CO. 

By: Roger Alexander 
tut: Aetamcy-htFaet 

NON-OPERATORS 

DEVON LOOTSJANA CORPORATION 

By: D.D.DrOvrlo 
Its: Vice President 
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Exhibit "A" to that certain Opctalinfj Agreement dated April 3.2006 
Page 2 

Sandra K. Lawlis 0.050000% 
P.O. Box 1889 
Midland, DC 79702 

Unit Petroleum Company 6.121826% 
Attn: Fred Schantz 
407 N. Big Spring, Suite 101 
Midland, TX 79701 

Wadi Petroleum, Inc. 
Attn: Judy Farrar 
4355 Sylvanfield Drive, Suite 200 
Houston, Texas 77014 

Unleased Mineral Interest 

OIL AM) GAS LEASES SUBJECT TO THIS AGREEMENT 

Lessor: Brandon D. Lee. 
Lessee: Clay Johnson. 
Lands Covered: N/2 NW/4 ofSection 8, T15S -R36E 
Date: February 12,200S. 
Recorded; Book 1364, page 495, Lea County records. 

Lessor: Linda K. O'Rear. 
Lessee: Clay Johnson. 
Land Covered: N/2 NW/4 ofSection 8, T15S - R36E 
Date; February 7,2005. 
Recorded: Book 1364, page 511, Lea County Records. 

Lessor: L. Q. Caudill, Jr., Personal Representative of tho Estate of Leslie 
Graydon Caudill, 

Lessee: Clay Johnson. 
Land Covered: N/2 NW/4 ofSection 8, T1SS - R36E 
Date: February 25,2005. 
Recorded: Book 1372, page 480, Lea County Records. 

Lesson Elvis Peairl Caudill and wife, Eva Pauline Caudill. 
Lessee: Ciay Johnson. 
Land Covered: N/2 NW/4 of Section 8, T15S - R36E, containing 400 acres, more oi 

less. 
Date: January 3, 2005. 
Recorded: Book 1355, page 340, Lea County Records. 

Lessor HershelV. Caudill, Jr. 
Lessee: Clay Johnson. 
Land Covered: N/2 NW/4 ofSection 8, T15S - R36E 
Date: February 25,2005. 
Recorded: Book 1372, page 483, Lea County Records. 

Lessor: Ila fvf. Caudill Gilliam. 
Lessee: Clay Johnson. 
Land Covered: N/2 NW/4 of Section 8, T15S - R36E 
Date: February 25,2005. 
Recorded: Book 1373, page 14, Lea County RecoixJs. 

Lessor: Barbara A. Caudill Heine. 
Lessee: Clay Johnson. 
Land Covered: N/2 NW/4 ofSection 8, T15S - R36E 
Date: February 25,2005. 
Recorded: Book 1373, page 36, Lea County Records. 

TO:1972401311C P:1Q 

18.365479% 
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in later, except Ihai na charge shall be trade during suspension of drilljng or completion operations 
for fifteen (13} of more consecutive calendar days, 

(2) Charges 16r wells undergoing any type of wortover or recompletion tor & period ot j'.s (5) 
consecutive work days or mote shall be made it tbe drilling null nta. Such charges jfcill tn 
applied Tor the period from date workover OGCKtttoru, with tig or c-ihcr units used in •.wrtuwer, 
commence through date of rig or other unit release except that ro charge shall be rowis dmna 
suspension of operations for fifteen (IS) or more consecutive calender days. 

0>) Producing Well Rates 

tl) Att active well other produced or injected into lbr say portlan of trio month shall be Bonnldtrec JJ 

J one-well chaise for the entire month. 

(2) Each acUvo completion In a rrailu-twoplricd well In which production is not cwimins'-.d do«n 
hole shall be considered JS a DWM»CI1 charge providing each ccmpletioa is considered a r,cp..nite 
well tyurc governing regulatory authority. 

(3) An inactive gas well shut in because of overproduction or failure of purchaser ta tain tlx 
production shall be considered as a one-well chainc providing the BW well is directly euuntettl to 
a permsttcTilaalcs outtct 

(4) A onoAtetl charge shall be made for the month in wliich plugging and abandonment, oj>cri.ik™ 
ate completed on any well. This one-well charge ahall bo made whether or not the vidl lias 
produced except when drilling welt rote applies. 

(3) All other inactive wells (including but not limited to inactive walls oevcrod by unit nllmwblc, lease 
allowable, transferred allowable, etc.) stall not qualify for an overhead cnargtc 

(3) The well rates shall be adjusted at of Ihe flat day of April cadi yeiir FoilowirrS Ihc effective data o: ihc 
agreement to which this Aewunting Prootdttic is attached.* Tin. itdjtuiuum j.'icti—tru e«upBW-by--'jw||ii iyifte 
the rate currently in use by lite pdccnuvtc increase or decrease in ttic iV'ragê ^wjxfctŷ lSSiirap! of Cricfe 
Petroleum and Cas Production Workers for the last calendar yw_cj^pararTo~i!ie calendar year ev-itciiif, as 
shown by ibe Index of average weekly raminp^ci^CninBJrfiKiouin and Gas frodoaion Wodcers n; sueiifheo) 
by tho United States Dsp&rtawvt^e^H36or,Bu^ or tabor Statistics, or the equivalent Cansdiuf.. ihite: cs 
published bŷ JslartarlGS" Canada, as applicable. The adjusted rales shall be the rates currently in VJL*.-. pi or 

*by die percent of increase or decrease pnM As1! ad by 
COPAS. 

Overhead - PcreenUEo Bails 

(*)—OpaWowlMi 

=$^Hra*Jv3H>fHlei^riHrarii.-<^^^ 

provieted̂ mdgtfanifittiph 10 of ScotioiMlHntd all iiarvarjHitodite, 

(*}—epMBtuie 

under—ftWEWpbs—S—oni 
for secondary recovery ana nil •laiina ana) 
trwicrol intercut in and to the Joint Proper^, 

J^ftllf^reKHiPeBiHniHb^iaH^Pany e«olitttvc-llP<wii>prOTidwl 

'tt who rJ. sBjlHwl srtelnns^ p,w»>»D» 

aessrnenes—which aro levied, ID Meed—and—pakl̂ npua—B» 

p)—AppHco*oiH»f̂ «riK 

for the cwpBSB—«A 
dovstepftttnt—Ao* 
eparat 

loje—taoij—Ctraa^pb—IB of iMs—SraUiw—tilr 
lotion—with—griMing—Kir-Mina—deepening,' of -iv y--:«rr;Htri 

IrtlUnE—rig—end-onw oapal:lo-Hrf-df4tline"^c--t^-yr.»iUQii}rj 

Interval on the Joint—sVoperlyi olwr—pr»Hmln«ry—»tn«vdHure&—noWs§aiY îi—proration—fcr—!,;»*>;;—and 
BHpondiuiros inoinrod in1 abattdotune'•whfln,,41t»^wll • io not oomnlnted—aa—a^awdiioerr-̂ d-̂ if;!**';——&f 
eansttuatiari—or—IraffiHaMoR—of.—feted—assets;—til»—*ftpaMion - o f Hxad—cfiWii—ana—any—Other—f*.- .-j<̂ -r— -«• *̂MKiy 

diaoeniible-as-a—l«£4--a«BV-^^ 

s«s(^«l)^o-Mr^eftid^)s-(iperM«i£7 

Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the constnietion and installation cf fixed assets, (!u cxpansrori of 
fixed assets, and any other project clearly discernible oj a fixed asset requited for the development and operation ,IL the 
Joint Property, Operator shall cither negotiate a rate prior to the beginning of coratnutlMi, or shall clu . A'. HI I Joint 
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uAfAS 1984 OHSHOP.e 
KBoomniBnded by Ihe Ceundi 
cif PabOletJrri Accountants 
Societies 

Account for overhead baacdon the following ratas for any Major Construction project in oxcossofS 

A, _ _ S _ _ %cf first J1O0.000 or total cost if leas, plus 

B. 3 % of coats m excess of £lO0,0D0 but less lluia $1,000,000, plus 

C. 2 % of costs In excess afst OOP fifjo 

Total cost shall mean the grass cost of any one project. For the purpose of this poraginph, the component pans ui e .i.n l̂c 

project shell not be treated separately and the eost of drilling and woraovcr wdla and artificial Hit equipment i.luii be 

excluded. 

Qifnstrophc Overhead 

To compensate Operator for overhead costs incurred in the event of expenditures rcsulu'nu. Tram a single oceuucircc Ouc 

10 oil spill, blowout, explosion, fire, storm, hurricane, or other catzstrephes as a/ared Uj by tho Parties, winch n:o 

necessity to restore the Joint Property to Ihe equivalent condition that existed prior to the event wising the 
expenditures, Operator Shall cither negotiate e rate prior to charging the Joint Account er stall charge the Joint Acuvunt 

for overhead based on the fallowing rates; 

A 5 % of total costs through 11 D0.0CO: plus 

B. 3 % of total costs in excess of 3100,000 but less thin $1,000,000, plus 

C, 1 %of total costs in excess of11.000.000. 

Expenditures subject to the overheads above will not be reduced by insurance rci,':»eries, and no other aveinc»d 

provisions of this Section Til shall apply. 

Amendment of Rates 

The overhead rates provided for in this Section [tl may be emended from time to iim: only by muliml a&neen'tttt 

between the Parties hereto if. RI practice, die rates am found to be insufficient orcKccsarvc. 

IV. PRICTNC OT .IQW ACCOUNT MATJSRJAt. PURCHASES, TTIANSFJCHS AND OlSPOeuTjriONS 

Operator is responsible for Joint Account Material and shall make proper and timely ctaijM ad-d credits for al! Mnta'tal 
movements alTtcting the Joint Property. Operator shaft provide all Material for use on the Joint Property; h r n v c a t 
Operator's option, such Material miry be supplied by Ihe Noi>Opermcr, fjpoator shall make tincty disposition of Min Aii or 
surplus Material, sueh disposal being made cWier through sale to Operator or Kon-Opcratsi, division in kind, re mic to 
outsiders. Operator may purchose. but shall be under no obligation to purchase, interest o' NM- operators in suiriiu: 
A or B Material The disposal of surplus Controllable Material not purchased by the Operator shall be agreed lo by the Parties 

ooniJilian 

1. Pnrehnses 

Malcrial purchased shall be charged at the price paid by Operator alter deduction of all discounts received, in cis) of 
Material round to be defective or returned to vendor for any other reasons, credit shall bo passed to the Joint Account 
when adjustment has been received by fto Operator. 

2. Transient and IXsposttinns 

Material furnished to the Joint Property and Material toiuncrrcd from the Joint Propeity or disposed of by th? UOv. ftl/jr, 

unless otherwise agreed to by the Parties, shall bo priced on the fallowing basis exclusive af cash discounts. 

A. New Material (Condition A) 

(1) Tubular Ooods Other than Line Pipe 

(a) Tubular (toods, sited 2 VS inches OD and larger, except line pipe, sltf.il he priced m SMIOIT mill 
published carload base prices effective as of date of movement pins Inu.spoliation cost using ute PO.COO 
pound carload weight basis io the railway receiving point nearest the Joint Property ifci viiich 
published rail rates for tubular goods exist, if the 80.000 pound rail rate is tot aflhrad, the 7(i,:jro t.-vnJ 
or 90,000 pound rail rate may be used. Freight charges Ibr tubitlfi will ba calculated from i_rf»m. Ohio 
and casing from yoenpstown, Ohio. 

(b) For grades which oris special to one mill only, prices shall be computed nt l!>c mill base of !!»•!. ma otus 
transponarjen cost from that mill lo the milwny receiving point nrarcsr :1K Joint Property n;. yta^lfid 
above in Paragraph 2.A.(1Xa). For uarenjortatien oost ttum points other u*i.'tn eastern mills, t;ic .r.i.COP 

—lib. 
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A.A.P.L. FORM 610-E - GAS BALANCING AGREEMENT - 1992 

1 HQJJL Instructions For Use of Cas Balancing 

2 Agreement MUST be reviewed before fmolizing 

3 this document, 

4 

5 

6 

7 EXHIBIT "E" 
8 GASBAlANCI^AGREEVfT^T(,,AGTOE»a:NT'') 
9 ATTACHED TO AJSD MADE PART OF THAT CERTA Hi 

10 OrEFATUVG AGRBEMENT DATED April 3. MPS _. „ 
t l BY AND BETWEEN PimamEncryvCn_asOntrntnr _ . 

15 AND ttetnn Louisiana CorMracian. et A ns Non-Onernmra ("OPIKA-nPiG AGRHsffKNT 1) 
13 RfXATING TO THE NttScc lVTIW-mrtE _ 

14 _ J j » COTJrsTV/PAKISH. crTATE OF New Mialco . 

13 

16 t . DEFINITIONS 

17 Tile foftowhrz, definitions shall apply to this Agreement: 

15 1.01 "Arm's Length Agreement" shall mean any Ras sales agreement with an unaffiliated purchaser i>. *oy ens sales 

19 asttcement with an affiliated purchaser where the sales price and delivery conditions under su.',h agreement «rc 

20 rqirucntativc of prices end delivery conditions existing under other similar agreements in trie <wa between 

21 iinafrtlialsd panics at lite same time for natural gas of comparable quality and quantity. 

22 1.02 "Balancing Area* stall mean (select one): 

123 0 each well subject to the Operating Agreement that produces Cos or is allocated ti share of t i^ i pi,;cH>cition, If a 

24 single tvcli is completed in two er more producing intervals, each piotiucing interval firm which the Gar. 

25 production is not commingled in the wellbore shall be considered a separate well. 

26 • all ofthe acreage and depths subject ta the Operating Agreement 

27 • . , „ . r 

28 „ _ . ... 

29 , „_, 
30 . , _ . 
31 1.03 "Full Shore of Current Production" shall main the Percentage Interest of etch Party in the Gas nctvally produced 

32 fVom the Balancinfj Area during each month. 

33 1.04 "Gas* shall maan all hydrocarbons produced or producible from the Balancing Area, whether from P mil classified 

34 as on oil well or gas well by flic regulatory urgency having, jurisdiction in such niintets, which o i in my be made 

35 available for sale or separate disposition by the Parties, excluding oil, contf'-fwac and otlicr IfijoUs iewverod by 

36 field equipment operated fcr UK joint account. "Gas" docs nol include gas used in joinl operalicins, u-h os Sir fuel, 

37 recycling OT rejection, eff whiell is V c n M 

38 1 05 "Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Solancing Area ir, egos* uf its Full 

39 Share ef Current Production, whether pursuant to Section 3 J or Section 4,1 hereof 

40 1.06 "Mef* shall mean one tlunjsand cubic feet A cubic foot ef Gas shall mean the volume of gas coriU.ined in une cv.!;ic 

41 foot of space at a standard pressure bete and al astandard temperature base. 

42 1,07 "MMBDj" jhall mean one million British Thcrraal Units. A British Thermal Unit shall mean die quantity of boat 

43 required to raise one pound avoirdupois of pure water from 55*.5 degrees Fuhren'.veit to 59.5 der/e.s I .'.l.;erhcit at n 

44 wrBfant pressure of 14.73 pounds per square inch absolute. 

45 1.03 "Operator" shall mean the individual or entity designated nnder the terms of tltc Operating Afircemcri. or. in (lib 

46 event this Agreement is not empldyevj in conncetion with on opcratinfi npecrrrerte Ibe inJi-k<i:,i: or attity 

47 designated as the operator ofUic wcjlts) located in tho Balancing Area. 

4* 1.09 "Overproduced Party" shall mean any Party having taken a greater quantity of Gets from the B,tUn ; sj, Area than 

49 the Percentage interest of such Party in the cumulative quantity of all Gas produced from ihc Balancing Area 

50 1.10 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in access of its Ttfcenligc Imercst in 

51 the cumulative quantity of all Gas produced from the Balancing Area, 

a 1.J1 "Party" shall mean those Individuals or entities subject to this Agreement, aril their refpectivt heirs, successors, 

53 transferees and assigns. 

54 1,12 "Percentage Interest" shall mean the percentage or decimal interest of each Party in the Gas pruaVua. from the 

S3 Balancing Ana pursuant to die Operating Agreement covering the Balancing Area. 

56 1.13 "Royalty" shall mean payments on production of Gas from the Balancing Arc* <* all owners of Ky,-,;ri>;;. overridlm; 

57 royalties, production payments or similar interests, 

St 1.14 "Underproduced Putty" shall mean any Party having taken a lesser quantity of On from tltc Brib'iokii Area than 

59 the Percentage Interest of such Party in the cmriulalive quantity Of all Gas produced from the Hafcmiiig Area, 

60 1.15 "Undatvjrodueiion" shall mean the deficiency between the cumulative quanliiy o,' Gas laken by and ii£ 

61 Percentage Interest in Ihe cumulative quantity ofall Gas produced from the Balancing Area. 

62 1.16 3 (Optional) "Winter Period" (hall mean the rnontWs) of gp t -p f t p i e , Wmnainhcr nuppflnSpy- in one 

63 calendar year and the monili(s) of ^ r i ' t i r y , Pfrtruiry • H-fjrcti i n "*! ***** • 
64 2. BAU.VCINGAHEA 
65 2.1 I f this Agreement covers more than one Qalaneing Area, it shall be applied let if caeli Balancing wore covcfeJ 

66 by separate but identical agreements. All balancing hereunder shall be on the basis or' Gas taken from the Balancing Area 

67 pleasured in l^hi twi i i re ^ 

68 22 le the event that all or part of the Gas deliverable tram n Balancing Aren is or becomes subject u 3t>e or niove 
69 rnairimum lawful prices, any Gas not subject to price controls shall be considered as produced from a siupje Btiiancing /,rcn 
70 and Gas subject iq each maximum lawful price category shall be considered produced from a separate BaUvicrtv, Area. 
71 3. RIGHT OP PARTIES TO TAKE GAS 
72 3,1 Each Party desiring to lake Gas will notify the Operator, or cause the Optiarar » be j'jgj.'pj',^,,,,' 1^,,*^ jasfSjcn 
73 nominated, the name of the transporting pipeline and the pfpetinc contract number C*'f available} ami 0 tttcK*. f i ns:i^niP ?" ticlaiHiB 
74 to such delivery, sufficiently in advance for the Operator, acting with reasonable diligence, to meet all numimtion and clha 
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A.A.P.L. FORM (510-E - OAS BALANCING AGREEMENT -1992 

, , . t ,lea«ioniaiicewirhc«chPnrf^ 
1 requirements. Operator is authorised to dciiver the volumes so nommatcd / and c^Drrnorl (if confirmation F5 fcqt.iccrj bp the 
1 trnnsor̂ nMnsipipeliricin accordance with the terms of this Agreement., provided however, the WeB is capable o.' defu-criag (kc aamfaated ttrttrme fortius 

— T Varf -

IS 

3 Eacr Party snail malce a reasonable, good faith eflbrt to lake its Full Share ef Current Production oteli m&arh. to tlx 
4 extent that such production is required ta maintain leases in effect, lo protect lite producing capacity of a wi.'l c icscrvcir, to 
5 preserve correlative rights, or to maintain oil production. 
6 ) i When a Party fails for any reason to take its Full Share of Current Production (& such Sharo may be iMinccd by the 
7 right of the other Parties lo make up for Umicrpioductiaii as ptovioad herein), the otlv:r Parties shall be crilllled ia take any 
g Gas which such Party fails to take. To the extent practicable, such Gas shall be made available initially to cock Underproduced 
9 Party in the proportion that its Percentage lulerest in die Balancmg Area bears to the total Percemnij<: isrm'srs of ai! 

10 Underproduced Parties desiring to take such Gas. If all such Gas is nol taken by the Underproduced Pnrlkt, vt-s portion nut 
11 taken shall then be made available to the other Parties in the proportion that their rospeclivo Percenta;-; hr .tresis in the 
12 Balancing Area beer to the total Percentage Interests of such Partiea, 
13 3.4 All Gas taken by a Party In accordance with t1i<= provisions of this Agrcomaii, icrjardlcss of WIK:>W .:sieh Part/ i.i 
14 underproduced or overproduced, shall be regarded as Oas taken for ils own account with title thereto bcii-R, w such titla,ig 

15 Party. 
16 3.5 Nolvyithstandmp; the prenriaions of Section 3.3 hereof, no Overproduced Party shall be entitled in any rrscnili io wkc any 
17 Gas in excess of three hundred ^nciicjtpt g^g%^ or its Percentage Interest of the Balnncing Area's ttrir-curoii Maxinnim 
18 Monthly Availability. TprovfJea1!1 however. 'that tifia limitation shall not apply to the client that it would precise production 
19 that is required to maintain leases in effect, to protect the producing capacity of a well cr reservoir, to |>r:.i-t™ corrctaive 
20 rights, or to maintain oil production. "Maxiirium Monthly Availability" shall mean Ihc maximum average mouilily rate rf 
21 production at which Gas ram be delivered hum the Balancing Area, as determined by iho Opcrclor. considrring Hie maximum 
22 efficient well rate tor each well within die Balancing Area, the maximum allowable )̂ set by Hie appropriaw. rcjitiitovy agency, 
23 mode of operation, production facility capabilities and pipeline pressures. 
24 3.6 In the event that a Petty fails to make arrangements to take its Full Share of Current Ptaducttni r;t,uirctl to bo 

25 produced to maintain leases in effect. 10 P w ^ J f t 6

| | f f l g f l f * * » ' C V % o f » w t ' 1 or reservoir, to preserve uonels'.It'S right!, or 

26 to maintain oil production, the Operator may sell 7 any part of such Party's Full Share oi Current Production (lit> • -irii T arty fr lis 
27 to take for the account of such Party and render to such Party, on a current basis, pw full prooaeds »f r v sele. less ir; 
28 reasonable marketing, compression, treating, gattiorinj or osmejiottatun costs mcurrct! dmtuiij' in eotinccticti v;>li no sale uf 
29 such Full Sfiart of Current Production. In making the sale contemplated herein, die Operator stuff ic obliis cn vr.!' lo elivih 
30 such price and conditions for the silo at are reasonable under the circumstances and shall f.M be obligated bi any of fc' 
31 markets. Any such sale by Operator under the terms hereof shall be only for sueh recscniide periods ot" lira- s; HIS ewsastunt 
32 with the minimum needs of the industry under the rjaruculer circumstances, but in no cv-jit for n periui) „ lyccss cf OIK 
33 year, ftawrlhstanding the provisions of Article 3.4 hereof. Gas sold by Operator for a paly unfe the proii:,iav.. hereof shall 
34 be deemed to be Gas taken Ihr lie account of such Patty. 

35 4. IN-KIND BALANCING onnlilc notice of 
36 4.1 Eflcetive dw first day of any calendar montlrf^wlng/Seastl " " thirty : . .....'. _) days' pier 
37 written notice to Ihe Operator, rUndcrprwi tascT Party may begin taking, in .KlcWion lo its Full Shuto- of Current 
38 Production and any Makeup Gas taken pursuant to Section 3J of this Agreement, » sluue of current pnjiicioi dctcrr.iinrx! 
39 by tmiltiplying thirty-five percent I SS */«) ofthe Full Shares of O : it«t Production of all Om pi-wh:-si Portim by 
40 a fraction, the numerator of which is the Percontage Interest of such Unclerproduced Party and the tiei: ir.iiu ter of which 
41 is the total of the Percentage Interests of all Utntaprotfuccd Parties desiring to mice Makeup Gaa, Ir ac writ will in 
42 CM^ruiiuced Party be required to provide more than W l f f l m .oereruiv C 25 W) rt ia Full Siarc of Current 
43 Production for Makeup Gas. The Operator will promptly notify alt Overproduced Parlies or iho election r,f .» ijiidettraducerj 

44 Party to begin taking MsjccupGns. 
45 4,2 Qt (Optional - Scasonnl Limimtiosi tra Maltenp - Option 1) NotwitlutanSmg the provisions u. fejfen 4.1. dw 
46 average monthly amount of Makeup Gas taken by an Underproduced Party during, the Winter Period puTbnal « Section 4.1 
47 shall nol exceed the average monthly amount of Makeup Gas taken by sticli Underproduced Partj during Ac 
4g fi-iy f 6 1 months immediately prcocdin« the Winter Paind. 
19 4 i D (Optional - SeasODAl Umltitloa on Makeup - Oplloa 2) Newilhstiatiilns tha provisions of M a n 4.1, no 
50 Overproduced Party will be required lo provide more than, _ pemest (, ','-) of its Foil Sl.au 

51 of Current Production for Makeup Gas duTir̂  Ae Wntrjr Period. 
52 4.3 0 (Optioiuil) Xotwilhslanding any other provision of this Agreement, at such time and for so innj a. Operator, or 
53 (insofar as concerns pntMto* by Cite Oporotor) any Uncterproduecd Party, determines in ficioci faith 8ai .e 0-.<crpnodi/c--i 
54 Party has produced all of Irs share of the ultimately recoverable reserves in the Clalsnt i ^ Area, sticli Overac.l.i -.-.1 ttoty asj>-
55 be required to make available tor Makeup Gas, upon the demand of Ihc Cpcaitor or any llntftrpfoilard i'ury, up io 
j(j one hundn-d percentf 100 %) orauch Overprocl•.cud i'nrtyt Full Shin: i i ;:i1rit..itPiiifluoli.iii 

57 5. StATEMESI Ok? GAS BALANCES 
Si 5.1 The Operator will maintain apfwopriate aceountrng on a monthly and curiiulnlive 6a-!s or tfce volu ra; . r.,Gis mat ench 
59 Party U crttllled to receive and the Mjlumes of Gas actually taken or sold for each Pattjfs OCUMAL Within '/' 'fc)*r«-f«l ivfi 
60 after (lie month of production, the Operator will furnish a statement for such tnonli Mewing (1) each Paiivs V:i\ Share of 
61 Current Production, (2) Ihc total volume of Gas actually taken or sold fir each Pattjfs account. (3) tic iMV.«* bctw:;n 
62 the volume taken by each Party and that Party's Full Share of Current Hoduetkm, (4) Ihc Cv.: nioduction or 
63 Underproduction of each Party, and (5) other data as recornmended by the prwbiyns of the CtmM <:•>• VttrMsm 
64 AcrJCMntants Societies Bulletin No.24, as amended or supplemented hereafter. Booh Paity laking Gu will prsn'fV P™"'^ t ! 

65 the Operator any data required by the Operator fcr preparation ofthe statctncnls required hereunder. 
66 52 If any Parly fails to provide the data required herein for four (4) oonscculi;D production ntonllu, tti; Operator, or 
67 where the Operator has failed to provide data, another Party, may audit die rauluel!iti and Oos site. ir j trantportac » 
68 volumes ef the tiorweportinB Parly to provide the required data. Such audit shall be conducted only after mm»ai»» nothjc *:d 
69 durinsi normal business hours in die office or the Patty whose records are being audited. Al! costs CHSo.io;::. villi such nud* 
70 will be charged lo the account of the Party falling to proAride utc rcqtirted data. 

71 6. PAYMENTS ON PRODUCTION 
72 6.1 Each Harry taking Oas shall pay or cause to be paid all production and scverar.ee taxes due on t.ll ulimw of <7us 

73 actually taken by such Party. 
74 63. • (Altennrlre 1 - KaMmmQ Each Party slujll pay or cause to be paid JI Royalty due with rK;e.r to Royally 
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1 owners 10 Whom l l Is accountable as i f suoli Parly were laWnR I f Pall Share of Current Production, and only it* Full Share of 
2 Current Production 

3 6.2-1 • (Optional - For use only wit* Section 62 - Alternative I - EnftaeuJtiK) Upon written notes', of r, Patty 
4 taste* less than its Full Share of Current Production in a given month ("Current Dndenrr<!mi:r"), «ny Patty '.El i;, atom *«* 
5 its Full Share of Current Production in such. month ("Current Overproducer") will pay to such Ctawnt 1 'nav.tatuBU ,M 
6 amount each month equal to the Royalty percentage of the proceeds received by UV„ Cur-.-.nt Overproduce. f» tlw portion ,;f 
7 the Current Underproduea's Full Share of Current Production taken by tho Current Overproducer, proi'iJ'fJ. Irnwtvw, *ol 

8 such payment will not exceed the Royalty pcrcentago that is common to all Royalty ha dens in the Balr.re.i,ii', A.'tn. Payment! 
9 made pursuant to this Section 6-2-1 will be deemed payments to the Underproduced Icriy's Royally ovmei! .mrposefi o 

10 Section 7.5. 
I) 63 B (Altcnwrivc 2 - Sales) Bach Party shall pay or cause to be paid Royalty dun with respect »> Rw's owners <:• 
12 whom it is aocounrabtc based on the vofurno ofOasac^allyuilcealbr ils account. 
13 63 In the event that any govctrunenlal authority requires that Royalty payments bo made on any cu -a- bats tlion del 
14 provided for in this Section 6, each Party ocrccs to make such Royalty payments accord!;ip,!̂ , camme.icirtiS on :ii* 'iTcctivc Jrae 
15 required by such pBvcramaittil sulhoriry, and Ihc method provided for herein shall be dicrcby superceded. 
IS 7. CASHSFTTLEMEbrrS 
17 7.1 Upon Ihe earlier of the plugging and abandonment of the lost producing Interval tn the Balancing Area. !v. tctminatioo 
18 of the Operating Agreement or any pooling or unit agreement covering the Balancine. Attn, or at any iir»: ,.o Gas is wire,. 
19 Horn the Balanclnj; Area for a period of twelve (12) coiBceutive months, any Party rn~, give writttn nc: . : nuling for eh*h 
2Q settlement of Iho Gas production imbalances among Uic Parties. Such notice shall be given to all Parties in the Balancing Area. 
21 7.2 Within sixty (60) days after the notice calling to cash settlement under Section 7.). the Operator will ite-tha* to ««uH 
22 Party a Final C« Settlement Statement detailing the quantity of Overproduction owed by eaoit OvcrproJurici i iaxj to rj«rrlr 
23 Underproduced Party and identifying die month to Which such Overproduction is atiibulod, puisuaut to itu mctlwdolojy 
24 stt out in Section 7.4. 
25 7J 0 (AlteroAiivc 1 - Direct Partyvto-Pnrty Sctticmcjit) Within sixty (60) daya r.ftar receipt or the Final lisp Settlement 
26 Statement, each Overproduced Parry will pay to each Underproduced Party entitled to settlement the se;;!opriate cash 
27 settlement, accompanied by appropriate acratmting detail. At the lime of payment, the Overproduced Furf wl! notify the 
28 Operator ofthe Gas imbalance settled by the Overproduced Party's payment. 
29 7.3 JOH (Alternative 2 - SerflemcDt Through Operator) Widihi sixty (60) days after receipt of the Wier '):u SettferacM 
30 Statement, each Overproduced Party will scud its cash settlement accotnpanied by tefropci&te aec«i;«i<-<t f.'sil, to sos 
31 Operator. The Operator will distrifcuto the monies SO received, along with any scti!v.ir; jut OWCJ by fl-..1. C;>:<H'lrjr «.l 

32 Overproduced Party, to each Underrated Party to vmom settlement is due within mcy (90) days afiv- ii-ra.-irc of ras 
33 Final Gas Settlement Statement- In tlie event that any Overproduced Party fails to iitry iiiy icalemen: <;'!' :i:?iinifcj, iiu 
34 Operator may turn over responsibility for the collection of sueh settlement to the Party tn >v!iorn i; is owei, -.i-.r At Qpors*,-
35 will have so furtlter responsibility witli regard to such setdemenr. 
36 13.10 (Optional - For use only with Section 13, Alternative 2 - Scltleoiciii Tit'tiiijrii Operator) Ai:y pjuy than have 
37 the right at any time upon thirty (30) days' prior written notice to all eiher Parties lo JiuiKid that any *.•tl'r.'jtici'S disc such 
38 Party for Overproduction be paid directly to such Party hy the Overproduced Party, rilbcr than being, inui Ihrougll the 

39 Operator. Ill Hie event that an Overproduced Party pays the Operator any sums doe to w? Underproduce!* Pt-ty « any BMB 
40 aflsr tjiirty (30) days following the receipt of rite notice provided for herein, die Ovcrpinduvd Patty will ettAatnt to he Kick 
41 to such Underproduced Party for any sums so paid, until payment is actually received by the Underproduced Party. 
42 7.4 67 (Alternative 1 - Historical Sales Basis) The amount of Ihc eash scttlenv.mt will be base-l o,i ihe proceed 
43 received by the Overproduced Party under an Ann* Length Agrcemcrit for the Gas taken Tm\i time », line by rhc 
44 Overproduced Parry in excess of the Overproduced Party's Full Share ef Current P:\jdiiCtioi. Any Mfifc2iij> ry-,on by MS 
45 Underproduced Party prior to monetary scrdement hereunder will be applied io offset Overproduction dir.: nite.i.illy in tl.c 
46 order of accrual. 
47 7.4 D tAttcrnativc 2 - Moat Hcecnt Sales Bactt) The amount of the cash «itlfirif.nt will be hrerv.- oi, J:o pu.-ccii 
48 received by the Cn/erproduocd Parly under an Arm's Length Agreement for the volume «! Cas thai cor.sM.& J 0'AapredtaUten 
49 by the Overproduced Party Iram Ihe Balancing Area. For the purpose of implsnicntinr: ;iic cash icnloinmi in/hior, of Iho 
50 Section 7. an Cvcrprndueed Party will not be considered to have produced any of an liiiliiprodiroerj Pattys mam >f Gas tii'ii! 
51 the OwqwtsjMCd Party has produced oumulatively all of its Percentage Interest attarc of tic Gas .utintatel;' 5i»-di,.-..'ii i ™ to.: 
52 Balancing Area. 
53 73 The values used for calculating the cash scttiemcnt under Section 7.4 will incttde nil proceeds riicciv^u V"̂  sa'io of ihti 
54 Gas by the Overproduced Party calculated at the Balancing Area, after deducting any pr,v:;LiaUii er ccrcrtncc ;3 n ;i(l arid r;;v; 
55 Royalty actually paid by the Overproduced Party to an Underproduced Party's Royalty •.v.'icrfa), lo tin c a n JS!4 rayrn»ii: 
56 antoaMed to a discharge of said Underproduce rVftys Royally obligation, as well is s -y ramwufrlo ttw :<*;BS cotnranstiaV: I. 
57 treating, gathering or Iransportntion costs incurred directly in connection with the sale of the Overprod'jetion. 

58 133 B (Optional - For Valuation Under hrecntaee of Proceeds iCecMsta) ie> Otictpre'uchon )1! i-.Jet n «;»» 
59 purchase contract providing for Daymcnt based on a pereeatage of the proceeds obb.r.--M! by the purc'ii'.^r < iv re.:.nle <tf 
60 residue gas and liquid hydrocarbons csctractod at & ftas proeessing plajit, the values ur.cci for cali-.tilaring i:̂ :> :'.̂ lcment uill 
61 include proceeds received by the Overproduced Party for both the liquid hytlrcearboitfi O.rt-i the residue gcr *î ..'.3bie 10 1H.J 

62 Ovmpfoduction. 

63 7.5.2 • (Optlonnl - VahratiOB for lYacassed: Gaa - Option I) For Ovrrpisduclion oauoetscj for i'-n-. I-S-JBI! ef Un; 
64 Overproduced Party at a gas processing plant for the extraction of liquid hydrocarbons. Hi.; full canniicy «f lie i""crpwom.'. 
65 will be valued for purposes of cash element at the prices received by the Overproduced v,My Sir tits tat: st <•» letidve i f . 
66 attributable to the Ovorpreduclion without regard to proceeds attributable lo liquid hydrocarbons wirier >n '̂ h&ve br-;n 
67 extracted from the Overproduction. 
68 7.5.2 SI (Optlonnl - Valuation for Processed Gas - Option 2) Por OvcrproiiuoJLijn priiouisoi for H.e .icv. 'jtit Df 

69 Overproduced Parly at a gas proccssitig plant for the extraction of liquid hyd-oeorboiu;, it* values used t r emulating evh 
70 scttlerncnt will incfode Ihc piocccitc recelviid by the Cwrpreduced Party for the sale of ttai liquid liydnsetci :r s .avianfed incii 
71 the Overproduction, less the actual reasonable costs incurred by the Overproduced Party 1. process the Owi r.rti< inn and lo 
72 transport, fractionate and handle the I iquid hydrocarbons extracted therefrom prior to sale 
73 7.6 To the extent the Overproduced Patty did not sell all Overproduction wider ,u: Arm's Length '. -ic-a-;; i, tl.c 
74 settlement will be based on the weighted avoriwjsc price received by the OverpiVfluead Party any pn j . , , , ; Crura tte 
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1 Balancing Area under Ami's Unsjlh Agreements during Die months to which such Overproduction is ntlribuh ti, in tho even, 
2 diet no sates under Arm's Length Agreements were made during any such month, the cash settlement for si«=li na.mli will be 
3 based on the snot sales prices published tor the appJicablo geographic area durinrs such month in a tnuruiiily aetsu.-fcUe iiHcini-
4 buHctin. 
« i n A^A ., «» r 2 ! ? E / B t e * " c f f r r t D « « k o f Aorerlcn,Denver,Colorado 
5 7.7 Interest compounded at Ibe Iroumf . •—pwanai-r——A^ n -m^ m ,.,r ,|,,, ,,,s.; lavrfi.-.! 

6 rale of httctest applicable to the Balancing Area, whichever is has, will accrue far all amounts duo undci li-.cilon hi bc-uimib:.; 

7 llw first day following the dale payment is due pursuant lo Section 7.3. Such Mortal Ml be borne by Htf Opt.vm ot nv: 

8 Overproduced Party in the propoMoe. ttiat their respective delays beyond Hit dcatdfliios sm out ir, frmtm 7.2 am) 7J 
* PartyEj^toSe^^^ ^^Su^^•orty l l l , " b l > ^ " " l 0 1 " 3 * I " , y s " c h i l t e n a ! r " " 1 ) 1 1 8 rwived nayaymt (Mvrvi !> r. pi-i.rli.ir~i 

10 7.8 In Bee of uSE^asfi element rcouirBdrby Section 73, en Overproduced Party may del Ivor ta the LI :r;: -tixr) p*?y 
11 an offer lo settle its OvcrprodueJian in-kind and at sueh rates, quantities, times and soman t:i may be aft.«f si on by th.: 
12 Undcjproduccd Party. If the Parties arc unable to agree upon the manner in which PIIA in-Had sttili - .i.t r,.;. «|R h-i 
13 furnished within sixty (60) slays alter ihe CWpniifuced Party's offer to settle in Und, -AK>\\ period m j i : t (crulcd 
14 agreement pf said Parties, the Overproduced Party shall make a cash settlement as provided in Section 7s. " i t -a'-iinu of ;n 
15 in-kind seaaVanent oflbr under this Soetlon 7.8 will not delay the accrual of inierist on aW cash smiaw. ! , K i< Bit Porr;.;-
16 fail 10 reach aBrccrncnl on on in-kinO settlement. 
17 7.9 EI (Optional - For Balancing Ansa Subject to Federal Price Kcgulatinn) That potion of any mmr-a wsSeastt by * i 
18 Overproduced Party for Overproduction which is subject to refund by orders of the Federal Energy (tagulakiy Conuuissinn or 
19 other eovemnietrtal authority may be withheld by the Ĉ erproduood Party until such prices are fully apj>,i>v«! by su:U 
20 governmental auOiority, unless the Underproduced Party furnishes a corporate uudcrtskin{i .icccptablc to th- Cvcniroducctl 
21 Party, agreeing to hold the Overproduced Party harmless from financial loss due tt refund orders by swh covemmcmal 
22 authority. 
23 7.10 • (Optional - IntCTtDJ Cash Bitanebip} At any time during the term of this Agraumau, any i / . / rp oiiuced Party 
24 may, hi its sole discretion, make cash sottieitient(s) with the Underproduced Parties coveti.it; all or part cl in otindii i j i Gar. 
25 Imbalance, provided that audi settlements must be made with all Undcrproducsd Forties piaoortionnlcly ha.nv.1 an the relative 
16 imbalances of Ihe Undcrprodueod Parties, and provided fetter that such statements may not be made ni.«v o<V.o than on;c 
27 every twenty-four (24) monflis. Sueh scttlctnenls will be calculated in the asm* manner provided elii>v.:. jut final cr.-i' 
2S KtOman. The Overproduced Party will provide Operator a detailed accounttag of say iijc;-, cash setrfmatn. v»,th* tttrty (?••)) 
29 days after the settlement is made. 
30 S- TESTING 
31 r4otwithstandinB any provision of this Ae/cerncnt to the conliary, any Party shsli hew tin- rifi.it, frjm li.iv. :o sitae, » 
32 produce aad rain: up to one hundred percent (100%) of a well's atfins Gas Mr,3»r le .it** the .-cascnabl-- J,: ivs.-ilnjiry te.t(.'; 
33 required by aueh Party's Gas purchaser, and the right lo lake any Makeup Gas aha] be s;ik-.njiniitc to the <;•>- :jt my Party u 
34 conduct such tests; provided, however, thai aueh tests shall be conducted in accedence, writ, prudent op.:re»nt; ciMfcx* ituy 
35 after aVttC f i v e f 5 3» ) days' prior rvnttsti r.oi.i--L tp the Qper.ror ,tr,4 ;,i.»: ht««t> Icngct tha. 
36 «v«t- t w e n t v - f o u r (JULS-**** days iaeladlng prior shut in fi.Bc 
37 9. OPERATING COSTS 
38 Netting in this Agreement shall change or affect any Party's obligation to pay Its :\"o,'crtitni.i= shut ,.t vi cats a .j 
39 liabilities iruxored in operations on or in connection with the Balancing Area, as its shoi-. wrjoi j j .ret fcr: ii c Oinami 
40 Agreement. irrespertrvB of whether any Party is al any rime selling and using Or,. 3. tvhaher wt K':I , m mc 
41 proportian to its Percentage Interest in the Balancing Area. 
42 10. UQUTJuS 
43 The Parties shall share proporhonately in and own ail liquid hydrocarbons recovered stiih Ow ey field j .niii i cm opcrnt-..! 
44 for the joint account in accordance with their Percentage Interests in the Balancing Area. 
4$ I I . AIJBlTWCtTTS 
46 Narmthstanding any provision in this Agreement or any other agreement betusvi tho Putties li.re.'c. and fimi'ir 
47 norwitbstandinS any tcramation or caneellalion of this Agreement, for a period of ftwo (2) yetsa from (lit rat! ci the calends. 
48 year in which any inmrrnalian lo be furnished under Section 5 or 7 hereof is supplied, any Potty sMI hew W iif'Jit » adit 
49 tlfces records of any other Party regarding quantity, inchidmn, but not limited to information ic*, c-.'is.i;.' Btu-conter.t 
50 Any Underproduced Party shall have the right fe a period of two (2) years from Iho end oi the ualendai .c.vr i. which my 
51 cash setUement is reeeived pursuant to Scclion 7 to audit the records of any Ovcrpfod.i;;̂ ! pijrty ;is in 'ill r;:?:.i!i; io*ieci-ii:,g 
52 values, including but not limited to Inibrmation regarding prices and disposition of Cas from lh! Salaiir i; •'"-1 Aay 
53 audit shall be conducted at the expense of the Party or Parties desiring such o»o>, O-MI shall be cai<:;i. .:. ...i :,- -aisor j Ir 
54 notice, during normal business hours in the ofBce of the Party whose records are being tuijiied, !Uth V . f i Ifc.i1; (.gnses to 
55 majntain rceords as to Ihe volumes and prices of Gaa sold cadi month and the •auluiwt of Gas user! j , , : iv wcratjcui. 
56 along with the Royally paid on any such Gas used by a Party in its own cppaiiom The audit lights pa,, u'.r) for in em 
57 Section 11 shall be in addition to (hose provided for in Section 5 J of this Agreement. 
58 12. MISCEIXAPfEOtJH 
59 12.1 As between the Parties, in die event of any conflict between the provlsicr,.-. of ibis Ac;tfi,.-inci!i y.nv '.:*: .yovisioiw t;i' 
60 any pas sales contract, or m the event of any conflict between the provisions of mil ..Vfirncmcnt tttic, :'<•: IK. ions of 
61 Operating Agrccraeol, rJK provisions of this Agrecmait shall i?ovcni 
62 112 Each Party agrees to defend, indemnify and hold harmless all taster Parties fieri ind against any r»t ah liability ."or 
63 any claims, which may be assarted by any third party which now or herMlter stusids « a ceri'jiuitual . :>,ii:«^ :ir. viih s ir'n 
64 inderanilyiijg Rsrfy and wltich arise out of ihc opcratioo of this Agreement or eny asi-rii'i* «n' such |a»tciit,t:<V:rg Party tmdsr 
65 tlic provisions of this Agreement, and does further agree to save the other p«rtiet; hinnic^ frorr. ^il j j ' ' ;[.r:, ^ or uamo .;..? 
66 au.vtalned and COSTS incurred in connection Oterewith. 
67 I i3 Except as otherwise provided in this Agreement, Operator is auiliorinii1, se adrniaisttr tto p,vir-'i«K of 
68 Agreement, but shall have no liability to Ihc other Parties for losses MistahiKl or Hjhiiiiy incimcd vhiifi • .1 of i,; n 
69 cortnoction witlt the pcrtonnance or Operator's duties hereunder, except such ps mnj. ,..^::;i from OrerrAor'v ;, .'r.̂ ^ouc.; or 
70 willful misconduct. Operator shall not be liable to any Undcrpreduccd Party for tho fdii.ic of »my Ovcr;.iM.'^1 r,ar̂ -< fo1'.!^ 
71 than Operator) to pay any amounts owed pursuant to Ihe terms hereof 

72 J24 That Agreement shall remain In full force and effect for as long at the Oixaatfog Ajjatiticn: shall it>.w, is fcrev :«rl 
73 elTcct as to the Balancing Area, and thereafter until the Gas accounts bctuice.-j the Parti?. :iro titled hi f...!i. i: :0 * Invrv LO 
74 the benefit of and be binding upon the Parties hereto, and their respective lieirs, successors, !t;'..i .eii,wenu.dva 
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I and assigns, if any. The Panics hereto agree to give notice of the existence of this Ajtrecrscai to tjny sut:(*>.»r nt micros', of 
I any such Party and to provide that any such successor shah* be bound by this AGrccn îtt. SJ:>2 stvftil lurcher .vr.;.: v, y trsnyfer ,i: 
3 any interest subject to the Operating Agreement, or any part thereof, also sulycct to the terms of this Agrc<Mt«!i> 
4 12.5 Unless the context clearly indicotca otnerwlsc, words used In the sliiiruler incMc thn ]us:.it XIK. .!...;'; !.ii;U.d̂ s i i : . 
5 singular, and Ihe neuter gender includes the masculine and the feminine 
6 12.6 In the event that any "Optional'' prevision of this Ajprccmcnt is not adopt .it of ftj Fiutlcs io i ; H . , omti b; 
7 typed, primed or handwritten indication, such provision shall not form a part rf this A,5r:;ciii«ii, ?nd tv. :,ii"-M»': shstt 
S made concerning die intent of the Parties in such event In the event that any "Altr.!.>sU'.c' env^io,; 'j"-,:1 ,\.;r'r::v.rsvL is 
9 so adopted by Ihc Parties, Altcnuhvc I in each such instance shall be deemed to have l\c; aCorlcd by the 1' vi: i tst (. rr.: 

10 of any such omission. Ill tltosc cases where it is indicated that an Optional prevision may iit irad only if e sj«.-j;> AHmm-'i 

I I is selected; (i) an election to include said Optional provision shall net be effective unless, (he Alumwive to <,.'•:»» Is "v-â stei 
12 and pi) the election to include said Optional provision must be expressly indicated i<.ison. it being untie:',.. »:d durt t%t 
13 selection of an Alternative ciUier expressly or by default as provided herein si^ll not, iti in.d i>? !Ui*,lf. onû i'r p. r.lceiien ...i 
14 include an associated Optional nnsvislon. 
15 12.7 This Agreement shall bind the Parties in accordance with the previsions hr.t*>f, sad ncjfhinf. irae,:, *,uj nrntUsW 
16 or Interpreted as creating any rights in any person or entity not a signatory hereto, or icing a :,ritiittiHK r ... 'V.ov ot' ziry 
17 such person or entity. 
IS 12.8 tf <*omonrnwancou6ly with this Agreement becoming ofKctive, or therenlter. any r\srty n:qu«,lA cilicr P:i; . 
19 execute an appropriate mcrhcffaridurn or notice of this Agreement in order to gi\e il:bd r.M'e-i onticc of i~.;.v.:: oi p̂.m« 
20 submits same for execution in recordable fbnn. such memorandum or notice shall he duly .nccirtcd by mc. '.'.::-:;>' . : V:WKV. i.n.i-: 

21 request is made and delivered promptly thcrcatler to OSc Party making the request Upon rcoeint, the p.w> i-;V; i,.: the ret|n;;.i 
22 shall cause the memorandum or notice to be duly recorded in the appropriate real iropeity or cdier :-...:oi 's -i'cetipf! I'K 
23 Balancing Area. 
24 }&9 ln—the—event ". Internal—Revenue—Servies—regiilritions—ret|mre—a—unifomi—method—or—«ommtti*ie—to>Ei.i)i.r- -m^nw—by—*!l 
25 Paniesr-^«ol>--)'aay~agBW lo oompum nnd nipon—moome—to—the—Inttnrâ  4ii«y—».cre 
26 taking fts Pull Shaw of Gurrent Pipduĉ QiH-diarlflfl.. each relevant tax period—in nooo,^wBe-^4ift^a^'i--ra£^i!i>^r r--iu:K.'iiF—<i?- -t>nw-° 
27 relate—W—entittemont method tan—computations; or g brood on tha—quontily—of—-St*—4u'p<;i- for —its—ncootttn-~,»-«s>ntdojwo—wri, 
2$ 3uolvreguloBonariftsofar ns noma relota to sales method EM aonrowntwns, Sec 143 on Page -5:t-. 
29 13. ASaONWEIST AND RIGHTS UPON ASSIGhftMEINT 
30 13.1 Subject lo the provisions of Sections 13.2 (if elected) and I3J hercuf, ami tch.ltiiitsnriirr., airytWae in H- A ŝxaausj! 
31 or in UK Operating Agreement to the contrary, if any Party aligns (includhip, any Mc, ex:!-iiui!;c or o;her .v,. :;.; nr .- of i ; , 
32 workthg interest in the Balancing Area when such. Party is an Underproduced or Cvcr̂ :' i.i.io:c par.;-. Sic „a''.S'c--* or o>£:> 
33 act of transfer shall, insofar as the Ponies hereto are Mncemed, include all imeffist £ the '.iniiriinc er triL...... . i isiy i-, ; 
34 O&S. all rlghfat 10 receive or obligations to provide or take Makeup Oas and ali rights it) receive or obt ;!,'..;.': r insiiC i::.i, 

35 monetary payment which may ultiinanly be due ncreundcr, as applicable. Operator end oaari the other iv> i.:: irrrtu 'iui: 
36 thereafter treat the assignment aecerdiriRly, and the assigning or rnoafcrririg Pin; f.t,r>ii leak wiely to iw i.fJ;i*.s »c 
37 transfiaxe for any interest in the Gas or monetary payment that such Party ntay iirsr or i i a*'!* it may lu; tnd sh ji 
JS cause its assignee or other tnmsscrcc lo assume its obligations hereunder. 
39 13.2 Qt fOptJoaal - Cash Settlemeat Upon Aasitiuaeiit) Notwilhstandins aitjaainu n dnt AjjnasiieT t .nv)it*ij out u i 
40 limited to the rmjvisioia of Section 13.1 hereof) or in the Opriratlng Aptentoil *.c ihi CJWI«W?, «fi lub:..,! U;.: psnvis:«ia 
41 of Section 133 hereof, in Ihe event an Ovcs-prodiiced Party intends to sell, w i p . oeafiwije or otl-nvi?:: ( i f f : a::; ol i» 
42 interest in a Balancing Area, such Overproduced Party shall notify in writing the oilier v.tjrlcing tntwest i v ;u who aie 
43 Parties hereto in such tsatnncing Area of sneh ftiet at least, t h i r t y . , ^ „JLC ! ' . : v ; . ^ '" C'Closiac,r. 
44 uTinsootioa Thcrcallcr. any Undcrprodusod Party may demand from such a fluted Pisty • w-ihn, w*h •• 
45 t h i r t y i 30 \dnvs alter recf ii.; of £l«; Ovsniai Siecil Psnys mxt , ; <:<• ,o il-.iv.ntof 
46 Underproduelion from the Balnreing Area. The Ofjcratw shall be notified of tny r.jcl: crsiv.d end af .'V ;'- iKtls:"•:n: 
47 eursuant to this Section 13, and the Owrproduction and Underproduction of each Party s'M\ U uo'iiiilrj ,:-...:. ,•,::;' se,i 
4S settlement pursuant to lllis Section 13 shall be paid by tho Clverproduocd Party on or itefero ihe eariiai to ccv: .-.) x jisly ifiS) 

49 days after receipt of die Underproduced Parry's demand or (ii) at the atMhttj of the trsnsaci™ let whie.i :,c uvaretetWee 
50 Party sells, assigns, exchanges or ealtarwise transfers its interest in a Balancing Area on Uic ™,7i: hasia aa oi i . • i.. tef fortii '<'•• 
51 ScctioTis 7.3 threugh IJi Ivereof, and shall bear interest at the rate set forth in brwhen v.? hweef, L'orjU.'.J':; r'r-t; ((W) dny 
52 after the Overproduced tttyi sale, assirsimcnt, exchange or trenjSsr of its interest <» the U.ilj..ioi.ig A I M ler i?v srsetsras ux 
53 paid. Providee, Iwwevcr, if any Unv̂ rprojJuccd party docs not so demand such cash sittien-nt of '.is Uniic,|r» .li j c i from hie 
54 Balancing Area, such Underproduced Party shall look exclusively to the assignee pr other soocosaer fens* of '>'x 

55 Overproduced Party giving notice hereunder for the satisibclion of such Uitdarpndeiwd Dt:r,ys rtKiapxr'-i-..t-I..-I tmsoitfejrri 

56 with the provisions of Section 13.1 licraof. 
57 13.3 The rwovisions of this Section 13 sJiaJI not be applicable hi the cyeat any fc.iy nM*4Wta hs ivi'icr:;. Mspotss of 
51 interest by merger, reorc^inization, consolidation or sale of substantially all of its iissets ts a afeiHin.y or i ' t i ; iir.v. «s :> 
59 any company to which any parent er subsidiary of such Party owes a majority or the slock of such e .Wt»' ' i ; 

60 14. OTHER PROVISIONS 

61 
62 SeeAttndinleiit 
63 
64 
65 
66 
67 
611 
69 
70 
71 
72 
73 
74 
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14. OTHER PROVISIONS 

14.1 AflyUi^rpfoduced Party can require cash Mttlq»^<i?PB-U^ 
January of each even numbered yearly prrwiriinf; iirr^rTM^^TrT? •- Operator. S::'xc>.t 

14.2 In the event any Party feels a Party has produced more than its shire ' rsei-vtfioie n. : > .--
and wants to prohibit said Party from selling additional Gtu, the ?v.iy shall nt ; ( , r •:. 
Operator, including its estimate of remaining recoverable reserves. T*.« Operate: i: 
notify all other Parties. If Parties concur with the recoverable i-utcva *sjfciav>, 
Overproduced Party shall be prohibited from selling Gas until tha Overproduced >''a-t>-
back in balance. If the Parties cannot agree on the remaining iTscov-rable reser/u:, tSi 
Operator shall retain an independent reservoir engineer, experienced aad cotnpeton.4. in ihc 
geographical areas ofthe well(s) in question, to compute the reserve;;. Its decision shall it 

14.3 The Parties to this Agreement agree to abide by Regulation 1,761-2(d)(2) as promulgi.'ts3 by 
the Internal Revenue Service. Regulation 1.761-2(d)(2) requires that aJl co producer.: c? 
natural gas operating under the same joint operating agreement must vm the cumulate,; 
balancing method, as described under this regulation, to report gc; balancing .0: znx 
purposes. In the event of a conflict between the provisions of this Section and any is!w r 
provisions of this Agreement, the provisions of this Section shall onlrol 

- Sa-



APR-7-2006 10:47 FROM: WADI PETROLEUM 281 583 0504 

A. 

EXHIBIT "F" 

Attached to and made a part of that certain Operatiug Agret. ̂ m fitted Av.- rii .1, 
between Cimarex Energy Co., as Operator, and Devon Lvui'iiw'j Ciw-jMir.<(<imr.;! 
Non-Operators. 

Non-IXscrimination and Certification of Non-Segregated FhciSjiiew 

During the Performance of this contract, Operator agrees as fol iov s: 

(1) Operator will not discriminate against any employee or appjicuat .fe e-mt ':>;« tixA 
because of race, color, religion, sex, age or national origin. Opwilm v.'ili iisfce art:-. .r«v> * 
action to ensure that applicants are employed, and thai employe are trearc.i tH,:s:g 
employment, without regard to their race, color, religion, sex, age u: m&ona! crigifi Such 
action shall include, but not be limited to the following: EmplcynirtV;, upgrading, ritewr-Kt, 
or transfer, recruitment or recniitmcnt advertising; layoff ot lermiiwtiim; rate; of pay t>.:•< 
forms of compensation; and selection for training, including apprastfosship. Cporalorfei 
to post in conspicuous places, available to employees and applicants for einploymei'it. c-Xtccs 
setting forfli the provisions of this nondiscrimination clause. 

(2) Operator will, in all solicitations or advertfecmeats for employees placed by o oa 
behalf of Operator, state that all qualified applicants will rea-iv« cocaitfet^krt f» 
employment without regard to race, color, religion, sux, or m ional origfc. 

(3) Operator will send to each labor union or rerî scnatsv:, WKtats w:;... >fo>v 
Operator has a collective bargaining agreement or oftter .:-cotracict -uiduateadirk, *. :•.-»•» 
advising the labor union or workers' representative of Operators ccauiiiincnts fiojii 
202 of Executive Order 1124« of September 24,1965, and shall p \xt copies •>( • n. * hi 
conspicuous places available to employees and applicants for mnt.oytnsut 

(4) Operator will comply with all provisions of Executive Order 11246 of Sufxi roar 
24,1965, and ofthe rules, regulations, and relevant orders of the Sesrcrtary of Is • • • 

(5) Operator will furnish all information and reports required by Esecuriw 0 ;4- i V:46 
of September 24,1965, and by the rules, regulations, and orders of flic Sectcmry of b >r, or 
pursuant thereto, and will permit access to his books, records, arm ;• :w .ir.t: by dv: Kc:r .:'.v.ry 
of Labor and his representatives for purposes of investigation to >nKCjrlain rarnpili; i r.ift 
such rules, regulations, and orders. 

(6) fotho evont of Qporotoifcnonoornplianoa wtlvfa»<BotyiaimffiHiatî «fê ,:>»--J. 
contract or with any such rules, regulations, or orders, thisĵ rsoteaet-ofiy be m-v.-sied, 
terminated or suspended in whole cr in pwtjn^L^BeraioT may be declared iitdipfch for 
further Government i imlnii I'l jiiiu wwiilllttiTiiiilli procedures snJlicrisasd in Executive >: infer 
11246 of Si |||| nibm V\ \mW and such other sanctions may fet; imposed and teni niî s 
MiwiliUd mi provided-by law. 

(7) Operator will include the provisions of par&grapU 'M through (''*••' 
subcontract or purchase order unless exempted by rales, rê ui-.tio or JKMI-S r> ft'V ,• . ;j.y 
of Labor issued pursuant to Section 204 of Executive Order 13 2-11 'IS er*. .ur; «• •. » 
that such provisions will be binding upon each subcontractor o t vc-jtlor. O-xaa- i ,&<s 
such action with respect to any subcontract or purchase wdcr an : ccutructbtg •. i JB.y 
direct as a means of enforcing such provisions faduding mvitiom for or/its'=;x:l;>>ce; 
provided, however, that in the event Operator becomes iovcfveo iu, or is !b,cct.:.-.t-. i v. Wi, 
litigation with a subcontractor of vendor as a result of such du'Ojfckm by Bsc ; • o ! ,c':i.ag 
agency, Operator may request the United States to enter into m:h legation to • : i the 
interests ofthe United States. 
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Tony Cervi 

From: Tony Cervi 

Monday, April 10, 2006 9:41 AM 

Judy Farrar (farrar@wadipetroleum.com) 

Sent: 
To: 

Subject: Caudill West 8 Fee # 2 JOA 
Importance: High 

Judy, 
Per your letter dated 4/7/06 regarding the captioned JOA dated 4/3/06, in which you requested various revisions 
thereto, please see below for Cimarex's response to each: 

1. Cimarex will not agree to this change. We are going to remove Exhibit "G". 
2. OK 
3. OK 
4. Cimarex will not agree to this change. It is my understanding that Article VI.E.3 addresses your concern 

here. 

6. As it stands, Cimarex will not agree to this change. Do you have a problem with the content, or just the 
way it is worded? 

7. OK. We will remove this language and make non-consent drilling elections* subject to non-consent 
penalties. "However, please be advised that any election by Cimarex or Devon to go non-consent in 
drilling operations will be subject to our Exploration Agreement dated 12/1/04, which provides for the 
farmout in lieu of non-consent. 

9. Cimarex is going to absorb and pay the proportionate share of costs for all unleased mineral interest that is 
force pooled. 

10. OK 
11. OK 
12. OK. We will insert $50,000. 
13. Cimarex will not agree to this change. 
14. OK 
15. Cimarex will not agree to this change. 
16. Cimarex will not agree to this change. 
17. Cimarex will not agree to this change. 
18. Cimarex will not agree to this change. 
19. OK 
20. OK 
21. OK 
22. Cimarex will not agree to this change. 
23. OK 
24. Cimarex will not agree to this change. 

Please let me know if the above is acceptable to Wadi, and I will revise the JOA accordingly. If you have any 
questions or would like to discuss further, please give me a call. 

Best regards, 
Tony 

Anthony J. Cervi 

5. OK 

8. OK 

4/12/2006 



Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

4/12/2006 
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Tony Cervi 

From: Lynda Townsend [ltownsend@chkenergy.com] 

Sent: Monday, April 10, 2006 5:04 PM 

To: Tony Cervi 

Subject: RE: Caudill West 8 Fee # 2 - Operating Agreement 

Tony, 

Per our telephone conversation of this morning, Chesapeake would like to make the following changes: 

1. D. Maintenance of Uniform Interests: page 12, strike first paragraph and 1. & 2., 
2. Article XIII, Term of Agreement: page 13, leave option 1 blank, check option 2 and use 90 days.; 
3. Article XV, Other Provisions: page 2, strike paragraph F., strike the last paragraph - Upon commencement....; 
4. Chesapeake is self-insured and will provide Cimerex with a Certificate of Insurance; 
5. Strike Exhibit "G", Tax Partnership Provisions. 

As soon as I get your ok on the above, I will send the JOA for signature and e-mail a signed copy to you. 

THANKS, 

Lynda F. Townsend 
Chesapeake Energy Corporation 
Land Bldg.-251, Ext. 9414 
Senior Landman-Permian Basin 
405-879-9414 
405-767-4251 (fax) 
ltownsend@chkenergy.com 

From: Tony Cervi [mailto:TCervi@cimarex.com] 
Sent: Friday, April 07, 2006 10:34 AM 
Subject: Caudill West 8 Fee # 2 - Operating Agreement 

Ladies and Gentlemen: 

I have attached a revised Article XV to the subject Operating Agreement. As we have discussed, this JOA is 
attached to an Exploration Agreement to which Cimarex is a party. Unfortunately, I did not realize until after I sent 
out the JOA that there were many typographical, grammatical, and spelling errors contained in the original Article 
XV. Therefore, I have corrected these errors and attached a FINAL version. I have also attached a file 
highlighting the changes that were made. 

Please let me know if you have any questions. I am sorry for the inconvenience. 

Best regards, 

Tony 

4/11/2006 
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II 
Anthony J. Cervi 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

This email (and attachments if any) is intended only for the use of the individual or entity to which it is addressed, 
and may contain information that is privileged, confidential and exempt from disclosure under applicable law. If 
the reader of this email is not the intended recipient, or the employee or agent responsible for delivering this 
message to the intended recipient, you are hereby notified that any dissemination, distribution or copying of this 
communication is strictly prohibited. If you have received this communication in error, please notify the sender 
immediately by return email and destroy all copies ofthe email (and attachments if any). 

4/11/2006 
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Tony Cervi 

To: 

Sent: 

From: Tony Cervi 

Tuesday, April 11, 2006 1:26 PM 

'Fred.Schantz@unitcorp.com' 

Subject: Caudill West 8 Fee # 2 

Attachments: Caudill West 8 Fee # 2.pdf 

Fred, 
Attached is a copy of the letter I plan to send later on this afternoon highlighting the revisions to the JOA. Please 
let me know if you have any comments. I am really sorry for all of the changes!!! I'll be glad when this is behind 
me! 
Tony 

Anthony J. Cervi 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

4/12/2006 
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Tony Cervi 

From: Tony Cervi 

Wednesday, April 12, 2006 9:04 AM 

'Lynda Townsend' 

RE: Caudill West 8 Fee # 2 - Operating Agreement 

Sent: 

To: 

Subject: 
Attachments: Caudill West 8 Fee # 2.pdf 

Linda, 
We are able to agree on everything except striking Paragraph F on Article XV. I have attached a letter 
highlighting the changes we are going to make. I will email a final copy of this letter with the JOA attached later-
today. We are going to proceed with our pooling as scheduled tomorrow, but as soon as I receive your executed 
signature page, I will dismiss Chesapeake. Please let me know if you have any questions. 
Tony 

From: Lynda Townsend [mailto:ltownsend@chkenergy.com] 
Sent: Monday, April 10, 2006 5:04 PM 
To: Tony Cervi 
Subject: RE: Caudill West 8 Fee # 2 - Operating Agreement 

Per our telephone conversation of this morning, Chesapeake would like to make the following changes: 

1. D. Maintenance of Uniform Interests: page 12, strike first paragraph and 1. & 2., 
2. Article XIII, Term of Agreement: page 13, leave option 1 blank, check option 2 and use 90 days.; 
3. Article XV, Other Provisions: page 2, strike paragraph F., strike the last paragraph - Upon 
commencement....; 
4. Chesapeake is self-insured and will provide Cimerex with a Certificate of Insurance; 
5. Strike Exhibit "G", Tax Partnership Provisions. 

As soon as I get your ok on the above, I will send the JOA for signature and e-mail a signed copy to you. 

THANKS, 

Lynda F. Townsend 
Chesapeake Energy Corporation 
Land Bldg.-251, Ext. 9414 
Senior Landman-Permian Basin 
405-879-9414 
405-767-4251 (fax) 
ltownsend@chkenergy.com 

From: Tony Cervi [mailto:TCervi@cimarex.com] 
Sent: Friday, April 07, 2006 10:34 AM 
Subject: Caudill West 8 Fee # 2 - Operating Agreement 

Tony, 

4/12/2006 
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Tony Cervi 

To: 

Sent: 

From: Tony Cervi 

Wednesday, April 12, 2006 12:06 PM 

Tony Cervi 

Subject: Caudill West 8 Fee # 2 - Operating Agreement dated April 3, 2006 

Importance: High 

Attachments: Caudill 8-2_Cover Letter.pdf; Caudill West 8 Fee # 2 - Operating Agreement.zip 

Ladies and Gentlemen: 

Please find attached the Operating Agreement covering the N/2 of Section 8-15S-36E, Lea County, NM. I have 
also attached a cover letter highlighting changes that were made to the previous version you have. Please 
execute the appropriate signature pages and return to my attention as soon as possible via fax or email, followed 
by a hard original in the mail. 

The attachments contain PDF files ofthe following: 

• Cover letter 
• JOA 
• Article XV to JOA 
• Exhibit "A" 
• Exhibit "B" 
• Exhibit "C" 
• Exhibit "D" 
• Exhibit "E" 
• Exhibit "E" other provisions 
• Exhibit "F" 
• Exhibit "G" 

With the exception of the cover letter (which was scanned), all files were converted from Microsoft Word; 
therefore, minimal disk space is required. However, please let me know if you have trouble opening any of the 
attachments. 

I apologize for the inconvenience this may cause, and I truly appreciate your cooperation and patience throughout 
this process. 

Please do not hesitate to contact me with any questions. 

Best regards, 
Tony 

Anthony J. Cervi 
Landman - Permian Basin Region 
Cimarex Energy Co. 
5215 N. O'Connor Blvd., Suite 1500 
Irving, Texas 75039 
972.443.6452 (direct) 
972.443.6450 (fax) 
972.953.5767 (cell) 

4/12/2006 



Cimarex Energy Co, 

5215 N O'Connor Blvd 

Suite 1500 

Irving, Texas 75039 

PHONE 972.401.0752 

FAX 972.401.3110 

April 12, 2006 

TO ALL WORKING INTEREST OWNERS 

Re: Caudill West 8 Fee #2 
N'/i Section 8, Township IS South, Range 36 East 
Lea County, New Mexico 
1250' F N L ft W FEL, 

CIMAREA 

Gentlemen: 

Pursuant to our letter dated April 3, 2006, to which a Joint Operating Agreement covering the 
captioned lands was attached, please find attached the same JOA, but with the following revisions: 

Article HI 
• Page 2, Lines 4-8: Stricken 

Article VI 
• Page 7, line 67: "Each party shall have the tight to take in kind..." 
• Page 8, Line 57: Stricken (duplicate line) 
• Page 8, line 64: This paragraph was moved to Exhibit "E" as Item 14.4. 

Article VII I 
• Page 12, Lines 11-17: Stricken 

Article XI I I 
• Page 13, Line 50: Unchecked Option 1 
• Page 13, Line 53: Checked Option 2 
• Page 13, Ones 55 & 61: Added ninety (90) 

Article XV. Item H 
• 4 l h and 5 th paragraphs: Stricken 
• Added the following language: Notwithstanding anything to the contrary, any party 

receiving a notice proposing to drill a well as provided in Article VI.B.l who elects 
not to participate in the proposed drilling operation shall be subject to the provisions 
of Article VI.B.2. 

Article XVI 
o Page 15, Line 11: Added Anthony J. Cervi 

Exhibit "B" 
• A page was inserted stating that there is no Exhibit "B" 



Exhibit "C" 

• Page 5, Lines 31-37: Stricken 

• Page 5, Line 31: Added to die first sentence, "... by the percent of increase or decrease 
as puhlished by COPAS" 

• Page 6, Line 1: Added $50.000 

Exhibit "E" 

• Page 1, Line 67: Checked "Alternative 1" 

• Page 4, Line 36: Replaced seven (?) days with twenty-four (24) hours 

• Page 5, l ine 39: Checked 13.2 

• Page 5, Lines 43 & 45: Added thirty (30) 
• Page 5a, Item 14.2: Revised last sentence to read Costs incurred hy the independent 

engineer shall be borne by only the imbalanced parties. 

Exhibit "F" 

• Replaced with another form of Exhibit "F" 

• Has been removed; A page was inserted stating that there is no Exhibit "G" 

I f you intend to participate, please execute and return the appropriate signature pages to the attention 
of the undersigned as soon as possible. Also, please return an executed AFE indicating your well 
control insurance preference i f you have not already done so. I f you do not wish to participate, wc 
respectfully request your consideration of either option listed below: 

1. Grant a Lease or Term Assignment to Cimarex for $350/acre, with a one-year term, 
delivering an 80% net revenue interest, proportionately reduced; or 

2. Grant a Farmout to Cimarex, with a one-year term, delivering a 75% net revenue interest, 
proportionately reduced. 

Your prompt attention to this matter is appreciated. I f you have any questions, please do not 
hesitate to contact me at 972-443-6452. 

Very truly yours, 

Exhibit " G " 

Anthony J. Cervi 
Landman 
Permian Basin Region 

ci: 

Attachments 



From: Terry Read 
Sent: Wednesday, April 12, 2006 12:11 PM 
To: Tony Cervi 
Subject: Delivery Status Notification (Relay) 

Attachments: ATT1043913.txt; Caudill West 8 Fee # 2 - Operating Agreement dated April 3, 2006 

ATT1043913.txt Caudill West 8 Fee 
(457 B) # 2 - Opera... 

This i s an a u t o m a t i c a l l y generated Delivery Status N o t i f i c a t i o n 

Your message has been s u c c e s s f u l l y relayed t o the f o l l o w i n g r e c i p i e n t s , but the request 
d e l i v e r y status n o t i f i c a t i o n s may not be generated by the d e s t i n a t i o n . 

Fred.SchantzSunitcorp.com 

1 



Tony Cervi 

From: Terry Read 
Sent: Wednesday, April 12, 2006 12:06 PM 
To: Tony Cervi 
Subject: Delivery Status Notification (Relay) 

Attachments: ATT1031255.txt; Caudill West 8 Fee # 2 - Operating Agreement dated April 3, 2006 

K7 

ATT1031255.txt Caudill West 8 Fee 
(455 B) # 2 - Opera... 

This i s an a u t o m a t i c a l l y generated D e l i v e r y Status N o t i f i c a t i o n . 

Your message has been s u c c e s s f u l l y relayed t o the f o l l o w i n g r e c i p i e n t s , but the requested 
d e l i v e r y status n o t i f i c a t i o n s may not be generated by the d e s t i n a t i o n . 

ltownsend@chkenergy.com 

1 



Tony Cervi 

From: Postmaster [postmaster@worldnet.att.net] 
Sent: Wednesday, April 12, 2006 12:06 PM 
To: Tony Cervi 
Subject: Delivery Notification 

Attachments: ATT1031267.txt; ATT1031268.txt 

ATT1031267.txt ATT1031268.txt (1 
(379 B) KB) 

Your message was s u c c e s s f u l l y d e l i v e r e d t o : 
v fmid@at t .ne t 

1 



Tony Cervi 

From: Terry Read 
Sent: Wednesday, April 12, 2006 12:06 PM 
To: Tony Cervi 
Subject: Delivery Status Notification (Relay) 

Attachments: ATT1031272.txt; Caudill West 8 Fee # 2 - Operating Agreement dated April 3, 2006 

|\7 
ATT1031272.txt Caudill West 8 Fee 

(454 B) # 2 - Opera... 
This i s an a u t o m a t i c a l l y generated D e l i v e r y Status N o t i f i c a t i o n . 

Your message has been s u c c e s s f u l l y relayed t o the f o l l o w i n g r e c i p i e n t s , but the requested 
d e l i v e r y status n o t i f i c a t i o n s may not be generated by the d e s t i n a t i o n . 

farrar@wadipetroleum.com 

1 


