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July 27, 1994 

Linda Kay Armstrong 
P.O. Box 1112 
Hobbs, New Mexico 88240 

RE: USA OGL LC-029512 (c) 
NW/4 SE/4 Sec. 18, T20S-R34E 
Lea County, New Mexico 

Dear Ms. Armstrong: 

Santa Fe Energy Operating Partners, L.P. has examined 
leasehold t i t l e to a l l the S/2 of Section 18 and a number 
of t i t l e requirements involve your ownership and the Dewey 
Sparger Estate ownership of the captioned federal lease. 

Altogether, you and the Estate own 73% int e r e s t in 
t h i s lease; however, 63% of t h i s interest i s subject to 
a reassignment o b l i g a t i o n to OXY USA, Inc. as to a l l depths 
below 3,925 feet. In addition, there are a number of the 
assignments involving your ownership which have not been 
f i l e d i n both the county records, as required for 
constructive notice purposes, and the BLM, as required 
by federal regulations. 

Also, Santa Fe would l i k e to purchase your remaining 
107o in t e r e s t i n t h i s lease, as to a l l depths below 3,925 
feet. 

Please c a l l me, at your e a r l i e s t convenience, so we 
can discuss these matters i n greater d e t a i l and begin solving 
these t i t l e problems. 

GIL. C O • 

ly 

u,c/ J a . . . . . . / / ? 7 7 — 

cc: SFEOP, L.P. - Mr. Curtis Smith 

Sincerely, 

ty Lyle D. Cannon 



Santa Fe Energy Operating Partners, L.P. 
Santa Fe Pacific Exploration Company 
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 10, 1994 

Devisees of Dewey E. Sparger 
P.O. Box 1112 
Hobbs, New Mexico 88240 

ATTN: Ms. Linda Kay Armstrong 

Re: SFEOP Cont. #NM-4598-2 
Sinagua "18" Fed Com #2 
Surface Location 
2041' FSL & 2171 FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18, T-20-S, R-34-E 
Lea County, New Mexico 

Dear Ms. Armstrong 

Santa Fe Energy proposes the captioned well to be drilled to a total depth of 13,700' to test the 
Morrow Formation with a lay down S/2 Section 18, T-20-S, R-34-E proration unit. Santa Fe 
Energy encloses for your review and execution a Well Cost Estimate totalling $1,229,000.00 for 
the drilling and completion of said well. Also I have enclosed a Joint Operating Agreement 
covering S/2 Section 18, T-20-S, R-34-E, Lea County, New Mexico. 

In the alternative of Devisees of Dewey E. Sparger participating in this well, Santa Fe Energy would 
be willing to accept a Farmout from Devisees of Dewey E. Sparger covering the following lands: 

Section 18: S/2 
T-20-S, R-34-E 

Lea County, New Mexico 

The Farmout Terms requested are as follows: 

1. Santa Fe Energy will drill a Morrow test at a location of its choice on the above 
described lands within 90 days of a formally executed Farmout Agreement. 

Central Division 
550 W Texas Suite 1330 
Midland. Texas 79701 
915 687-3551 
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Devisees of Dewey E. Sparger 
August 10, 1994 

2. By drilling and completing such well, Santa Fe Energy shall earn 100% of the Gross 
WI/80% NRI in the producing proration unit from the surface to 100' below TD 
drilled. 

3. Farmor shall have the right to convert its ORRI to a 25% proportionately reduced GWI 
After Payout of such well. 

4. Santa Fe shall have the option to spud a subsequent well within 180 days of completion 
or plugging and abandonment of the initial well. Such farmout shall contain a 
continuing 180 day continuous development provision, until all proration units in such 
farmout lands are drilled up. 

5. This farmout offer is made subject to Santa Fe Energy's and Farmor's respective final 
management approval. 

Your early response to this request would be greatly appreciated since Santa Fe Energy is anxious 
to spud the Sinagua "18" Fed Com #2 Well. Please call me at (915) 686-6631 with your response 
at your earliest convenience. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

By: 
Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
2 Atchs a/s 

EWP2012 





Santa Fe Energy Operating Partners, L.P. 
Santa Fe Pacific Exploration Company 
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 10, 1994 

Larry Nermyr 
HC57 
Box 4106 
Sydney, Montana 59270 

Re: SFEOP Cont. #NM-4598-2 
Sinagua "18" Fed Com #2 
Surface Location 
2041' FSL & 2171 FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18, T-20-S, R-34-E 
Lea County, New Mexico 

Dear Mr. Nermyr: 

Santa Fe Energy proposes the captioned well to be drilled to a total depth of 13,700' to test the 
Morrow Formation with a lay down S/2 Section 18, T-20-S, R-34-E proration unit. Santa Fe 
Energy encloses for your review and execution a Well Cost Estimate totalling $1,229,000.00 for 
the drilling and completion of said well. Also I have enclosed a Joint Operating Agreement 
covering S/2 Section 18, T-20-S, R-34-E, Lea County, New Mexico. 

In the alternative of Nermyr participating in this well, Santa Fe Energy would be willing to accept 
a Farmout from Nermyr covering the following lands: 

Section 18: S/2 
T-20-S, R-34-E 

Lea County, New Mexico 

The Farmout Terms requested are as follows: 

1. Santa Fe Energy will drill a Morrow test at a location of its choice on the above 
described lands within 90 days of a formally executed Farmout Agreement. 

Central Division 
550 W Texas Suite 1330 
Midland. Texas 79701 
i!5 687-3551 
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Larry Nermyr 
August 10, 1994 

2. By drilling and completing such well, Santa Fe Energy shall earn 100% of the Gross 
WI/80% NRI in the producing proration unit from the surface to 100' below TD 
drilled. 

3. Farmor shall have the right to convert its ORRI to a 25 % proportionately reduced GWI 
After Payout of such well. 

4. Santa Fe shall have the option to spud a subsequent well within 180 days of completion 
or plugging and abandonment of the initial well. Such farmout shall contain a 
continuing 180 day continuous development provision, until all proration units in such 
farmout lands are drilled up. 

5. This farmout offer is made subject to Santa Fe Energy's and Farmor's respective final 
management approval. 

Your early response to this request would be greatly appreciated since Santa Fe Energy is anxious 
to spud the Sinagua "18" Fed Com #2 Well. Please call me at (915) 686-6631 with your response 
at your earliest convenience. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

By: 
Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
2 Atchs a/s 

v.wmnni i 
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Receipt for 
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»nj?! j? Do not use for International Mail 
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Lar ry Nermyr 
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$ 
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Special Delivery Fee 
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Return Receipt Showing 
to Whom & Date Delivered 

Return Receipt Showing to Whom, 
Date, and Addressee's Address 
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& Fees $ 
Postmaji or Date 



Secretary, Edith Wisehart, talked to Claims Clerk at Post Office here i n 

Midland - Name of Claims Clerk - Linda Lackey 

Linda Lackey talked to Sheila Coulston - the Montana D i s t r i b u t i o n Window Clerk 

who stated that she, personally delivered the C e r t i f i e d Letter to Larry Nermyr 

on Saturday, August 27th - No Time Available - Larry Nermyr personally signed 

for the Letter on Saturday August 27th. He had been out of town & did not 

return u n t i l Friday night, August 26th i s the reason i t was not picked up 

previously. 

Sydney Post Office Phone #406-482-2107 

(The Post Office i n Sydney does not have a Fax Machine, therefore a copy of 

the card cannot be faxed to Santa Fe or the NMOCD.) 



Santa Fe Energy Operating Partners, L.P. 
Santa Fe Pacific Exploration Company-
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 10, 1994 

Doyle Hartman & Wife 
Margaret Hartman 
500 North Main 
Midland, Texas 79702-7426 

Re: SFEOP Cont. #NM-4598-2 
Sinagua "18" Fed Com #2 
Surface Location 
2041' FSL & 2171 FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18, T-20-S, R-34-E 
Lea County, New Mexico 

Dear Mr. Hartman: 

Santa Fe Energy proposes the captioned well to be drilled to a total depth of 13,700' to test the 
Morrow Formation with a lay down S/2 Section 18, T-20-S, R-34-E proration unit. Santa Fe 
Energy encloses for your review and execution a Well Cost Estimate totalling $1,229,000.00 for 
the drilling and completion of said well. Also I have enclosed a Joint Operating Agreement 
covering S/2 Section 18, T-20-S, R-34-E, Lea County, New Mexico. 

In the alternative of Hartman participating in this well, Santa Fe Energy would be willing to accept 
a Farmout from Hartman covering the following lands: 

Section 18: S/2 
T-20-S, R-34-E 

Lea County, New Mexico 

The Farmout Terms requested are as follows: 

1. Santa Fe Energy will drill a Morrow test at a location of its choice on the above 
described lands within 90 days of a formally executed Farmout Agreement. 

Central Division 
550 WTexai. Suite 1330 
Midland. Texas 79701 
915/687-3551 
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Doyle Hartman & 
Margaret Hartman 
August 10, 1994 

2. By drilling and completing such well, Santa Fe Energy shall earn 100% of the Gross 
WI/80% NRI in the producing proration unit from the surface to 100' below TD 
drilled. 

i 3. Farmor shall have the right to convert its ORRI to a 25 % proportionately reduced GWI 
After Payout of such well. 

4. Santa Fe shall have the option to spud a subsequent well within 180 days of completion 
or plugging and abandonment of the initial well. Such farmout shall contain a 
continuing 180 day continuous development provision, until all proration units in such 
farmout lands are drilled up. 

5. This farmout offer is made subject to Santa Fe Energy's and Farmor's respective final 
management approval. 

Your early response to this request would be greatly appreciated since Santa Fe Energy is anxious 
to spud the Sinagua "18" Fed Com #2 Well. Please call me at (915) 686-6631 with your response 
at your earliest convenience. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

By: < ^ ^ l ^ C ^ 
Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
2 Atchs a/s 

EWP2010 
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Santa Fe Energy Operating Partners, L.P. 
Santa Fe Pacific Exploration Company 
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 10, 1994 

Oryx Energy Company 
Oil & Gas Department 
P.O. Box 2880 
Dallas, Texas 75221-2880 

ATTN: Land Dept. 

Re: SFEOP Cont. #NM-4598-2 
Sinagua "18" Fed Com #2 
Surface Location 
2041' FSL & 2171 FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18, T-20-S, R-34-E 
Lea County, New Mexico 

Gentlemen: 

Santa Fe Energy proposes the captioned well to be drilled to a total depth of 13,700' to test the 
Morrow Formation with a lay down S/2 Section 18, T-20-S, R-34-E proration unit. Santa Fe 
Energy encloses for your review and execution a Well Cost Estimate totalling $1,229,000.00 for 
the drilling and completion of said well. Also I have enclosed a Joint Operating Agreement 
covering S/2 Section 18, T-20-S, R-34-E, Lea County, New Mexico. 

In the alternative of Oryx participating in this well, Santa Fe Energy would be willing to accept a 
Farmout from Oryx covering the following lands: 

Section 18: S/2 
T-20-S, R-34-E 

Lea County, New Mexico 

The Farmout Terms requested are as follows: 

1. Santa Fe Energy will drill a Morrow test at a location of its choice on the above 
described lands within 90 days of a formally executed Farmout Agreement. 

Central Division 
550 W Texas. Suite 1330 
Midland. Texas 79701 
915 687-3551 
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Oryx Energy Company 
August 10, 1994 

2. By drilling and completing such well, Santa Fe Energy shall earn 100% of the Gross 
WI/80% NRI in the producing proration unit from the surface to 100' below TD 
drilled. 

3. Farmor shall have the right to convert its ORRI to a 25 % proportionately reduced GWI 
After Payout of such well. 

4. Santa Fe shall have the option to spud a subsequent well within 180 days of completion 
or plugging and abandonment of the initial well. Such farmout shall contain a 
continuing 180 day continuous development provision, until all proration units in such 
farmout lands are drilled up. 

5. This farmout offer is made subject to Santa Fe Energy's and Farmor's respective final 
management approval. 

Your early response to this request would be greatly appreciated since Santa Fe Energy is anxious 
to spud the Sinagua " 18" Fed Com #2 Well. Please call me at (915) 686-6631 with your response 
at your earliest convenience. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
2 Atchs a/s 

EWP2009 
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Santa Fe Energy Operating Partners, L.P. 
Santa Fe Pacific Exploration Company 
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 10, 1994 

Anadarko Petroleum Company 
400 West Illinois 
Suite 1300 

Midland, Texas 79701 

ATTN: Land Dept. 
Re: SFEOP Cont. #NM-4598-2 

Sinagua "18" Fed Com #2 
Surface Location 
2041' FSL & 2171 FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18, T-20-S, R-34-E 
Lea County, New Mexico 

Gentlemen: 

Santa Fe Energy proposes the captioned well to be drilled to a total depth of 13,700' to test the 
Morrow Formation with a lay down S/2 Section 18, T-20-S, R-34-E proration unit. Santa Fe 
Energy encloses for your review and execution a Well Cost Estimate totalling $1,229,000.00 for 
the drilling and completion of said well. Also I have enclosed a Joint Operating Agreement 
covering S/2 Section 18, T-20-S, R-34-E, Lea County, New Mexico. 

In the alternative of Anadarko participating in this well, Santa Fe Energy would be willing to accept 
a Farmout from Anadarko covering the following lands: 

Section 18: S/2 
T-20-S, R-34-E 

Lea County, New Mexico 

The Farmout Terms requested are as follows: 

1. Santa Fe Energy will drill a Morrow test at a location of its choice on the above 
described lands within 90 days of a formally executed Farmout Agreement. 

Central Division 
550 W Texas. Suite 1330 
Midland. Texas 79701 
915 687-3551 
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Anadarko Petroleum Company 
August 10, 1994 

2. By drilling and completing such well, Santa Fe Energy shall earn 100% of the Gross 
WI/80% NRI in the producing proration unit from the surface to 100' below TD 
drilled. 

3. Farmor shall have the right to convert its ORRI to a 25 % proportionately reduced GWI 
After Payout of such well. 

4. Santa Fe shall have the option to spud a subsequent well within 180 days of completion 
or plugging and abandonment of the initial well. Such farmout shall contain a 
continuing 180 day continuous development provision, until all proration units in such 
farmout lands are drilled up. 

5. This farmout offer is made subject to Santa Fe Energy's and Farmor's respective final 
management approval. 

Your early response to this request would be greatly appreciated since Santa Fe Energy is anxious 
to spud the Sinagua "18" Fed Com #2 Well. Please call me at (915) 686-6631 with your response 
at your earliest convenience. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

By: 
Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
2 Atchs a/s 

EWP2006 
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S. P Cont. //NM-4598-2 

A.A.P.L. FQRM,610-1982 

MODEL FORM OPERATING AGREEMENT 

SINAGUA "18" FED COM #2 

OPERATING AGREEMENT 

DATED 

August 10th t [9 94 

OPERATOR Santa Fe Energy Operating Partners, L . P . 

CONTRACT ARFA S/2 Section 18, Township 20 South, Range 34 East 

COUNTYTOBUWUflfXOF Lea STATE OF New Mexico 

COPYRIGHT 1982 - ALL RIGHTS RESERVED 
AMERICAN ASSOCIATION OF PETROLEUM 
LANDMEN. 2404 CONTINENTAL LIFE BUILDING, 
FORT WORTH. TEXAS. 76102. APPROVED FORM. 
A . A . P . L . NO. 610 19S2 REVISED 



A.A.P.L. FORM 610 MODr. JRM OPERATING AGREEMENT - 1*. 

TABLE OF CONTENTS 

Artide Title 

I. DEFINITIONS 

II. EXHIBITS 

III. INTERESTS OF PARTIES 
A. OIL AND GAS INTERESTS 
B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION 
C EXCESS ROYALTIES. OVERRIDING ROYALTIES AND OTHER PAYMENTS 
D SUBSEQUENTLY CREATED INTERESTS 

IV. TITLES 
A. TITLE EXAMINATION 
B. LOSS OF TITLE 

1. Failure of Title 
2. Loss by Non-Payment or Erroneous Payment of Amount Due 
3. Other Losses 

OPERATOR 
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR 
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR. 

1. Restitution or Removal of Operator 
2. Selection of Successor Operator 

C. EMPLOYEES 
D. DRILLING CONTRACTS 

VI. DRILLING AND DEVELOPMENT 
A. INITIAL WELL 
B. SUBSEQUENT OPERATIONS 

1. Proposed Operations 
2. Operations by Lea than All Parties 5-6-7 
3. Stand-By Time 
4. Sidetradoag 

C. TAKING PIK)DUCTION IN KIND 
D. ACCESS TO CONTRACT AREA AND INFORMATION 8 
E. ABANDONMENT OF WELLS 8 

1. Ahanrinrunent of Dry Holes 8 
2. Abandonment of Web that have Produced 8-9 
3- ArMminmnent of NcA'ConseBt Operations 9 

vn. c^PfrfPJTWI1 AHnilAMtfTT T P I T I E S 9 
9 
9 
9 
9-10 

I. Orftttfceajm 9-10 
1 Revert or F%ej Beck 10 
3. Other Operaooaa 10 

E. RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES 10 
F. TAXES 10 
G. INSUtANCE 11 

VTH. ACQCISTTTON, MAINTENANCE Oft TRANSFER Of INTEREST »« 
A SURRENDER OF LEASES 1 1 

8 RENEWAL OR EXTENSION Of LEASES 
C ACREAGE OR CASH CONTRIBUTIONS 
D. MAINTENANCE Of UNIFORM INTEREST 
E. WAJVER OF RIGHTS TO PARTITION 

11 
11 12 
12 
12 

t •REIEEEHflAl MCHT TO PURCHASE r— rr- « 

12 IX. INTERNAL REVENUE COOt ELECTION ^ 

X. CLAIMS AND LAWSUTTS w. 13 

XI. FORCE MAJEURE JT- 13 

xn. NOTKES -"*13 

XIII. TERM OF AGREEMENT '3 

XIV COMPLIANCE WITH LAWS ANO REGULATIONS 
A LAWS. REGULATIONS AND ORDERS • , 
B C.OV fcRNING LAW }.» ] M 

t" RKilHTORY VOt-SCIES - JT n 

XV O I Mr R PROVISIONS 

XVI MIS<>1 I *.NFOlS ILLEGIBLE AbS8350 



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

1 OPERATING AGREEMENT 

3 THIS AGREEMENT, entered into by and hetw^n Santa Fe Energy O p e r a t i n g P a r t n e r s , L . P . 

4 , hereinafter designated and 
5 referred to as "Operator", and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein 
6 as "Non-Operator", and collectively as "Non-Operators". 
7 
8 WITNESSETH: 

9 
10 WHEREAS, the parties to this agreement Ve owners of oil and gas leases and/or oil and gas interests in the land identified in 
11 Exhibit "A", and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the 
12 production of oil and gas to the extent and as hereinafter provided, 
13 
14 NOW, THEREFORE, it is agreed as follows: 
15 
16 ARTICLE I. 
17 DEFINITIONS 
18 

19 As used in this agreement, the following words and terms shall have the meanings here ascribed to them: 
20 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 
21 and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 
23 lying within the Contraa Area which 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 land lying within the 
25 Contraa Area which are owned by parties to this agreement. 
26 D. The term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests 
28 are described in Exhibit "A". 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contraa Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in and pay its share of the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 
36 >n a proposed operation. 
37 
38 Unless the contest otherwise deany indicates, words used in the singular include the plural, the plural includes the 
39 singular, and the neuter fender includes the masculine and the feminine. 
40 
41 1 ARTICLE II. 

42 EXHIBITS 
43 
44 The foUowing exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 
45 O A. Exhibit "A", shall include the foUowing information: 
46 (1) Identification of lands subject to this agreement, 
47 (2) Restrictions, if any, as to depths, formations, or substances, 
48 (3) Percentages or fractional interests of parties to this agreement, 
49 (4) Oil and gas leases and/or oil and gas interests subjea to this agreement, 
50 (5) Addresses of parties for notice purposes. 
51 • B. Exhibit "B", Form of Lease. 
52 O C. Exhibit " C " , Accounting Procedure. 
53 • D. Exhibit "D". Insurance. 
54 • E. Exhibit " E " , Gas Balancing Agreement. 
55 O F. Exhibit " F " , Non-Discrimination and Certification of Non-Segregated Facilities. 
56 Q G. Exhibit " G " . Ta* PaiUMjhip. 
57 If any provision of any exhibit, except Exhibits " E " and " G " , a inconsistent with any provision contained in the body 
58 of (his igreernem, the provisions in the body of this agreement shall prevail. 



A.A.P.L. FORM 610 • I JEL FORM OPERATING AGREEMfcn. .982 

1 ARTICLE III. 
2 INTERESTS OF PARTIES 
3 
4 A. Oil tad Gas Interests: 

6 If any pany owns an od and gas interest in the Contraa Area, that interest shall be treated for all purposes of this agreement 
7 and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit "B". and the owner thereof 
8 shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder. 
9 

10 B. Interests of Parties in Costs and Production: 
11 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and 
13 paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set 
14 (.forth in Exhibit "A". In the same manner, the parties shall also own aU production of oil and gas from the Contraa Area subjea to the 
19 payment of royalties to the extent nf nwo-n-i ryhJ-h ( 1 /8 ) which shall be borne as hereinafter set forth. 
16 
17 Regardless of which party has contributed the leasefs) and/or oil and gas interests) hereto on which royaity is due and 
18 payable, each pany entitled to 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 delivered, to the extent of io interest in such production, the royalty amount stipulated hereinabove and shall hold the 
20 other parties free from any liability therefor. No pany 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 receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to 
23 such higher price. 
24 
2? Nothing contained in this Artide QI.B. shaU be deemed an assignment or cross-assignment oi interests covered hereby. 
26 
27 C. Excess Royalties, Overriding Royalties and Other Payments: 
28 
29 Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royalty, 
30 overriding royalty, production payment or other burden on production in excess oi the amount stipulated in Article ITJ.B., such pany so 
31 burdened shall assume and alone bear all such excess obbgabons and shall indemnify and hoid the other parties hereto harmless from my 
32 and all claims and demands for payment asserted by owners of such excess burden. 
33 
34 D. Subsequently Created Interests: 
35 
36 Ii any party should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or a* such a burden existed prior to this agreement and is not set forth in Exhibit "A", or 
3g waenot da*dMa4aa wrietâ  » a l osier partaai prior »the es 
39 accepted oMsfttas.es' el eanfeB gpy such interest being hereinafter referred to as ''subsequendy created interest" irrespective of the 
40 anTBBgolliJ^Mlftentf ff» 

43 1. MfwKf/Sm^mi^imkpini under this agreement to assign or reassauish to aey other party, or parnes, al or a portion 
44 oi is ssorkfagj ieajrtft anaVbr the production attributable thereto, said other party, or parties, shall receive said assignment and/or 
4) production free and dear of said subsequently created interest and the burdened perty shal nderreufy and save sad other party 
46 or parties, harmless from any and al dawns and demands for payment asserted by owners of the subsequendy created interest 
47 and, 
4t 
49 2. B the burdened party fails lo pay. when due. .ts share of expenses crurgeabkt htrwdar. al proviaioae of Article VTI B shall be 
X) uductabfa agamst the subsequently created interest in the same maimer as they are enturcetbh against the working interest of 
II (he burdened party. 

: s r ILLEGIBLE 
55 
56 A. Tide Eiamutatfooji 
57 4V 
5t Tidt eiammecw thai ba made oa (he <anfarte oi any proposed wel prior to (.utwasnttrntm of drilling operations or I 
59 the DnlBkj Paraea to request, ode i itmwuf thai be made on the Wean andtar eal and gas Mterexs mcWed. or planned tojje nclud 
JO ed, M the drUhng unit around such wet. The oewuoa w4 include the ©wnennes of (he workasg asterc*. minerals, royalty overruns, 
61 royaity and production peymeno under the apeacahar treses. At the omr a wet« prapoatd. each parry roninbuimg leases anJAs-Otl ind 
h2 ias interests to (he dnttwie. or to be mckudrd « such dnflmg un*. thai furnish to Operator al abstracts (including federal Ww «atus 
6* r^wis). title orwiwro. ittkr papm and curative matenai m .is possession free of charge Al such ̂ formation not m the r- v-^wn of or 
M made jvaiUMe to Oper no* bv ihe panws. Kii nnnsary lor the rtaminaoon of the title, shal be obtained by Operator Operator -r„l 
ft5 i iuv ntl* to be rtammed by attorneys on its staff or by outSKle attorneys Copies of aU title opmwns thaO be runrabed to «th p^s 
f<> "irreto The out incurred bv Oprraior m tho ml* program shall be borne as follows; * 
* i , Q»»«i Vi I Cmm m ~ „ 4 >. Op. » M .b-ww *»4 mil am as arlediai s u l f u r ^TT aTTlill 
-) *r_t n i W.H p-.. rn , r j M.-n rJrf p.nivrn V f | " ' , k ' m t n i l JWJ . 11. »J AS A"Q *W 

, ' an I, i in ITTTTTTTT L L i f.n rrr 1 V ' T " ' ' ' - I ' I " -"••-«"* .--i^-U m.*n*»i 
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ARTICLE IV 
continued 

1 3 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for otie examination 
2 including preliminary, supplemental, shut-in gas royalty opinions and division order tide opinions) shall be borne bv the Drilling Parties 
3 in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex 
-4 hibn "A" Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of die above 
5 functions. 
6 
7 Each pany shall be responsible for securing curative matter and pooling amendments or agreements required in connection 
8 with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording ot pooling 
9 designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spaong or pooling orders. 

10 This shall not prevent any party from appearing on its own behalf at any such hearing. 
11 
12 No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above 
13 provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-
14 tiapate in the driiiing of the well. 
15 
16 B. Lost of Title: 
17 
18 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a 
19 reduction of interest from that shown on Exhibit "A" , the party contributing the affected lease or interest shall have ninety (90) days 
20 from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
21 tion will not be subjea to Article VTH.B., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil 
22 and gas leases and interests: and, 
23 (a) The party whose oil and gas lease or interest is affeaed by the title failure shall bear alone the en ore loss and it shall not be 
24 entitled to recover from Operator or the other parues any development or operating costs which it may have theretofore paid or incurred, 
25 but there shall be no additional liability on its pan to the other parties hereto by reason of such title failure; 
26 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has 
27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-
28 curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contraa 
29 Ares by the amount of the interest lost; 
30 (c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contraa Area is 
31 increased by reason of the title failure, the pany whose title has failed shall receive the proceeds attributable to the increase in such tn-
32 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such 
33 
34 (d) Should any person not a parry to this agreement, who is determined to be the owner of any interest in the title which has 
35 failed, pay in any manner any pan of the cost of operation, development, or equipment, such amount shall be paid to the pany or parties 
36 who bore the costs which are so refunded; 
37 (e) Any liability to account to a third party for prior production of oil and gas which arises by reason of due failure shall be 
38 borne by the party or parties whose otie failed in the same proportions in which they shared in such poor production; and, 
39 (f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest 
40 claimed by any party hereto, it Mag, the intenbon of the panics hereto that each shall defend tide to its interest and bear aO expenses in 
41 connection dhvewaaa. 
42 
43 2. loss IgHkJjatffrrWBi or frroneous Payment of Amount Pur If. through mistake or oversight, any rental, shut tn well 
44 pavment, raaaansjal ejjejqr or royalty payment, is not paid or ts erroneously paid, and at a result s lease or interest therein terminates. 
45 there shal be an asoaetary aakwky against die party who failed to make such payment. Uniess the party who failed to make the required 
46 payment secures s new lease cowing * • same interest within ninety (90) days from the discovery of *e failure to make proper payment. 
47 which acquisition wtB not be subiect to Articie VTTJ.B, the interests of the parties shaU be revised on an acreage basis, effective as of the 
48 date of temuruoon of the lease esvolvad, and the party who fatted to make proper payment wil ao longer be credited with an interest in 
49 the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the 
50 requared payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to 
51 the lost interest, calculated on an acreage basis, far the development and operating costs theretofore paid on account of such interest, it 
52 shal be reimbursed for unrecovered actual coats theretofore paid by it (but not for io share of the cost of any dry hole previously drilled 
53 or weiis previously abandoned) from so much of the following as ts necessary to effect reimbursement: 
54 (a) Proceeds of oil and gas. less operating expenses, theretofore accrued to the credit of the lost mterest. on an acreage basis. 
55 up to the amount of unrecovered costs; 
56 (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 
57 oil and gas thereafter produced and marketed (excluding production from any wetts thereafter drilled) wmch. m the absence of such !«*• 
51 termmauon. would be attributable to the bet interest on an acreage basis, up to the amount of unrecovered costs, the procrrds of \a.d 
59 portion of the od and gas to be contributed by the other parties m proportion to their respective interests, and. .*> 
60 (O Any monies, up to the amount of unrecovered costs, that may be paid by any party who as. or becomes, the owner ol the interest 
61 lost, for the privilege of participating as the Contract Area or becoming a party to tha agreement. «. 

63 3 Other Losses. AD lotacs/asrurred. other than those set forth in Articles IV B l and IV B 2 above, shall be rje*rV*ses 
64 and thai be borne by all parties m proportion to the* interests There shal be no readjustment of interests « Use remaining jam ion of 
05 the Com/an Area -I I 
06 ' * i 
67 ; • ' 

* ILLEGIBLE 
i 
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1 ARTICLE V. 
2 OPERATOR 
3 
4 A. Designation and Responsibilities of Operator: 
5 
6 Santa Fe Energy Operating Partners, L.P. ^ ^ ^ 
7 Operator of the Contraa Area, and shall condua and direa and have full control of all operauons on the Contraa Area as permitted and 
8 required by, and within the limits of this agreement. It shall condua all such operations in a good and workmanlike manner, but it shall 
9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross 

10 negligence or willful misconduct. 
11 
12 B. Resignation or Removal of Operator and Selection of Successor: 
13 
14 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators. 
15 If Operator terminates its legal existence, *o longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
,iL n. , . , , . • . . , who jnay se lec t La successor m accoraan 
16 Operator, Operator shall be deemed to have resigned without any action by Kr~* /^pTnr~r. -nrrrn iĥ  uprmr̂ n nf • "ly"iynC Cjperator 
17 may be removed if it fails or refuses to carry out its dudes hereunder, or becomes insolvent, bankrupt or i^pia^f m?eeriver3up, ô ythe 
18 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit "A" remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier 
22 date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or structure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall not 
24 be the basis for removal of Operator. *becomes bankrupt, inso lvent , or i s placed in rece iversh ip . 
25 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be seleaed by 
27 the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor 
28 Operator is selected. The successor Operator shall be seleaed by the affirmative vote of two (2) or more parties owning a majority interest 
29 based on ownership as shown on Exhibit "A"; provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based 
31 on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was removed. 
32 
33 C. Employees: 
34 
35 The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 
36 cotnpensaooo for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
40 Al weaMnWtVon dteContract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
41 desires, OaaaJKfuaaBaanjioy its own tools and equipment in the drilling of wefts, but its charges therefor shaU not exceed the prevailing 
42 rases in ̂ tfK f̂î l̂ftWb)<dWm*^dittTfa shal be agreed upon by the parties in writing before drilling operations tre commenced, and 
43 such wort senile aarfasaad by Oatiatuf under the seme terms and conditions ts are customary and usual in the area in contracts of in-
44 (wpendrnt contractors who are doing work of a similar nature. 

I ILLEGIBLE 
50 DRILLING AND DEYELQfMEtfT 
51 
32 A. Initial Well: 
53 
54 On or before th* 1st day ri October io94 , Operator shal commence the drilling of a well (or 
5) od and gai at the following location: 
* 2041' FSL & 2171' FEL - Surface Location 
57 1300' FSL & 1300' FEL - Bottom Hole Location 
* T-18-S, R-20-S, Lea County, New Mexico 
59 
60 end shal thereafter contmue dw drtlang of the wĉ  depth s u f f i c i e n t to test the 
61 Morrow Formation. 
62 
63 
64 , 
65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling imrxactsaf. is en 
66 countered at a lesser depth, or unless all parties agree to complete or abandon the wel at a lesser depth. 

b* Operator shall make reasonable tests of all forrruoons encountered dunng drilling wruch give usdkaoon of coruaining <*t <nd 
69 gas in quantities sufficient to test, unless this agreernent shall be limited in its apphcation to a specific formation or frxtmtwro. m *hi<h 
"0 event Operator shall be required to test only the formaoon or formations to which tha agreement may ipplv 



9 
10 
11 
12 
13 
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ARTICLE VI 

1 If, in Operator's judgment, the well anil not product oil or gas in paying quantities, and it wishe to plug and abandon the 
2 well a a dry hole, the provisions ol Articie VI.E.1. shall thereafter apply. 
3 

B. Subsequent Operations: 

^ 1 Proposed Operanons: Should any party hereto desire to drill any well on the Contract Area other than the well provided 
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all 
the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the 
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma
tion and the estimated cost of the operation. The parties receiving such a nonce shall have thirty (30) days after receipt of the nonce 
within which to notify the pany wishing to do the work whether they elect to participate in the cost of the proposed operanon. If a drill-

1 4 ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be 
15 limited to forty-eight (48) hours, cacluaVe of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within 
1° the period above Sxed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or 
17 response given by telephone shall be promptly confirmed in writing. 
18 
19 
20 
21 if all parties elea to participate in such a proposed operation. Operator shall, within ninety (90) days after expiration of the notice 
22 period of thirty (30) days (or as prompdy as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
23 tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of aQ par 
24 ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties, 
25 for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such addtoonal time is reasonably -rri ir^ to obtain 
26 permits from governmental authorities, surface righs (induding rights-of-way) or appropriate drilling equipment, or to complete title ex-
27 arronaoon or curative matter required for tide approval or acceptance. Notwithstanthng the force maieure provisions of Article XI, if the 
28 actual operation has not been commenced within the time provided fmdudmg any extension thereof as specifically permitted heron) and 
29 if any party hereto still desires to condua said operanon. written notice proposing same must be resubmitted to the other parties in accor-
30 dance with the provisions hereof as if oo prior proposal had been made. 
3 1 NOTE; See Article XVA. for additional provisions regarding 
^ operations by less than a l l parties. 

34 2. Operanons by Less than All Parties: K any party receiving such nonce as provided in Artide Vl.B.l. or VTJ.D.1. (Option 
35 No. 2) elects not to participate in the proposed operation, then, in order to be entided to the benefits of dus Artkfe, the party or parties 
36 giving the notice and such other parties as shal elect to participate in the operation shal, within ninety (90) days after the expiraoon of 
37 (he notice period of thirty (30) days (or as prompdy at possible after the expiraoon of the forty •eight (48) hour period when a drilling rig is 
38 on location, as the case may be) actually commence the proposed operanon and complete it with dee diligence. Operator thai perform all 
39 work for the account of the Consenting Parties; provided, however, if no drilling rig or other eianpnwm it on location, and if Operator is 
40 a Ncfl-Consenong Party, the Consenting Parnss shal either, (a) request Operator to perform the work required by such proposed ooera-
41 tion for dtt araoanaof theCansannn^ Con 
42 tenting rSnan^n^B.aBaaasajai anansnoni oa the Contraa Area pursuant to dns Ararat VLB.2^ shal oomph; wtth tfl terms tod con 
43 diaons of dnt< 
44 
45 
46 
47 tf less than al parnes approve any proposed operation, the proposing party, •ranrnatttry ate the espwttion of the applicable 
48 nonce period, shal advise tha Consenting Penan of the total jneuett of the partial approving sack operation end in leujmtiieiidation ts 
49 to whether the Consenting Psrtiet should proceed with the operation at proposed. Bach Csaaenong Party, within forty-eight (48) hours 
*> (tartan i if letwydeyrwaads) mi aaa1 hisetji) after receipt of such riooct. shal adviai tW propotin g parry of as desire to (a) limn par 
" onpeoon to such party's mterest st shown on Eshant "A" or O) carry its priaswtrmaaj part of NoeConsenong Parties' interests, and 
52 failure to advise the propottng party shal be deemed as election under (a). In the event a driaaag rig it oa kxacion. the time permitted for 
53 «xh a response shal not exceed t total of forty-eight (48) hours (mduave of Saturday. Sunday and legal holidays). The propoang pany. 
54 at ia election, may withdraw such proposal if there is insufficient paroopaoon and shal ptonspeJi notify si parties of such decision 
55 
56 
57 
51 The more cost and nak of consWting sack opersoons shal be borne by the Cfwsrnoag Ptroes in the proportions they have 
59 elected to bear same under tht terms of the preceding paragraph Conaentmg Parens shal keep the leasehold estates involvê m such 
60 operaoons tree end clear of al kens and tncuaairsncai of every kind craned by or anting from me operations of the Consenoaj Parties 
61 If such as operation results as a dry hah}, the Coaaaaong Partial thai plug end abandon (he wel and restore the surface locauon at theu 
62 sole coat, rat and expense If any wel drsnsd, reworked, dttpsuad or plugged back want* das aw moat of this Article resuloT in * pro 
63 duccr ofodendVbr gmmatyw^ounatja^dM 
64 
65 
66 

"0 ILLEGIBLE 
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ARTICLE VI 
continued 

1 ind the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consrnrjrig Par-
2 ties. Upon commencement of operauons for the drilling, reworking, deepening or plugging back of any such well by Consenung Parties 
3 in accordance with the provisions of this Articie, each Non-Consenang Party shall be deemed to have relinquished to Consenung Parues, 

and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, ail of such Non-Consenung 
•5 Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or 
b market value thereof if such share is not sold, (alter deducting production taxes, excise taxes, royalty, overriding royalty and other in 
^ terests not excepted by Article Ul.D. payable out of or measured by the production from such well accruing with respect to such mterest 
8 until it reverts) shall equal the total of the following: 
9 

10 
11 
12 (a) 100% of each such Non-Consenting Parry's share of the cost of any newly acquired surface equipment beyond the wellhead 
13 connections (including, but not limited to, stack tanks, separators, treaters, pumping equipment and piping), plus 100% of each such 
14 Non-Consenting Party's share of the cost of operation of the well commencing with first production and continuing until each such Non 
15 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
16 Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenung 
17 Pany had it participated in the well from the beginning of the operations; and 
18 
19 
20 
21 (b) 3 Q Q % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing, 
22 after deducting any cash contributions received under Artide VU1.C., and 300 % of that portion of the cost of newly acquired equip-
23 ment in the well (to and induding the wellhead connections), which would have been chargeable to such Non-Consenting Patty if it had 
24 participated therein. 
25 
26 
27 
28 An election not to participate in the drilling or the deepening of a weU shaU be deemed an election not to participate in any re-
29 working or plugging back operation proposed in such s wefL or portion thereof, to which the initial Non-Consent election applied that is 
30 conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment account. Any such 
31 reworking or plugging back operanon conducted during the recoupment period shall be deemed part of the coat of operation of said well 
32 and there shall be added to the sums to be recouped by the Cmsenring Parties one hundred percent (100%) of that portion of the costs of 
33 the reworking or plugging back operation which would have been chargeable to such Non-Tnmenreig Party had it participated therein. Ii 
34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. shall be ap-
35 pocaote ss between said Gwstnting Faroes in said wefL 
36 
37 
38 
39 During the period of time "wan ring Parties arc entitled to receive Non-Consenting Party's share of production, or the 
40 proceeds the eh una, Coaaaaong Pferaas anal he lesyunsible ior the payment of al production, tnuanci, eabae, gathering and other 
41 taxes, aadalaaad â̂ eaaashtaaaaaalfcaad other burdens applicable to Non-Consenting Patty's share of producoon not excepted by Ar-
42 
43 
44 
45 
46 b the cast of any naitting. Blagging lack or deeper drilling operauon. ent Contenting Parses shal be panaued to use, free 
47 of cost, at casmg. tubing md other laatnaieat in the wet, but the ownaship of t l such eu>pmrat shal remain unchanged; and upon 
48 ttiisi ilnniTi tin of t wet altar such ttnuking, ptagnjag beck or deeper drflmg. the Counting Parties shal account for al such equip-
49 meat to the owners thereof, with each perty recervevg its proportionate part in kind or in venae. Its coat of sstvage. 
50 
51 
52 
53 Within sutry (60) dsyt after the completion of any operation under dns Article, the party conducting the operations for the 
54 Consenong Parties shal furnish each Non-Consenong Party with an inventory of the icuipatrnt in and coanected to the well, and an 
55 itcmuod ststement of the coat of dotting, deepeaasg. phjggmg back, testing, completing, asd toncaang the wd for production, or. at its 
56 opooa. die operating parry, ia beu of an itemued statement of such cosa af operation, assy tenant s detailed statement of monthly bill 
57 mgs. Each month thereafter, dtaring die time the Consenting Panics are being tianbursed at provided above, the party conducting the 
58 Ttwuwrt hr ihe <!rmtr̂ ftg f v m ^ «*» N»Con».iting Parr— with an iiimind •tttmtnt of t l costs and liabilities m 
59 curred at the aperstioa of the weft together with t statement of the quantity of od and gm produced from N and the amount at>oceeds 
60 reaaard bom the sale of the well working entreat production during the precedksg month, la amiaaning die quantity of and gas 
61 produced dwratg aay month. Cianwnieig Paras shal use mdustry accepted methods such ss. bet not tanned to. rnetenng er period* 
62 wd teats. Any amount rceaasd from thenar or other dhnoMion of etpanment nearly araaired in «mnecooa wuh any sucĥ peration 
63 *h«h would have been owned by a NoaConstntmg Party had a partaripsted thereat thai be credited agsant the total uruetavned costs 
64 uf the work done and of the rquawnet* purchased m determwwng when the -Merest of such NoeOmsennng Party shal revdrr>to it as 
65 abote provided, and d there a a aedtt balance, it shal be paid to vxh NonContrnting Party 4 • 
ot> 

ILLEGIBLE !••: - r 
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ARTICLE VI 
continued 

1 If and when the Consenung Parties recover from a Non-Consenung Pany's relinquished interest the amounts provided for above. 
2 the relinquished interests of such Non-Consenting Pany shall automaucally reven to it, and, from and after such reversion, such Non 
3 Consenting Parry shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production 
4 therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging 
5 back of said well. Thereafter, such Non-Consenting Pany shall be charged with and shall pay its proporuonate part of the further costs of 
6 the operauon of said weil in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 
7 

8 

9 
10 Notwithstanding the provisions of this Article VI.B.2., it is 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 well located elsewhere on the Contraa Area is producing, unless such 
12 well conforms to the then-existing well spacing pattern for such source of supply. 
13 
14 
15 
16 t The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VT A. 
17 except (a) as to Article VTI.D.l. (Option No. 2), if selected, or (b) as to the reworking, <Wf"'"g and plugging back of such initial well 
18 after it has been drilled to the depth specified in Article VI.A. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
19 duction, ceases to produce in paying quantities. 
20 
21 
22 
23 3. Stand-By Tune: When a well which has been drilled or deepened hat reached its authorized depth and aft tests-have been 
24 completed, and the results thereof furnished to the parnes, stand-by costs incurred pending response to a party's notice proposing a 
25 reworking, deepening, plugging back or compkrang opexabon m such a wel 
26 ing operaoon just completed. Stand-by costs subsequent to aU parties respraidsng. or esaartriun of the response time pernatted, whichever 
27 first occurs, and prior to agreement at to the participating interests of t l Consenting Parties pursuant to the terms of the second gram-
28 mabcal paragraph of Article VI.B.2, shal be charged to and borne as part of the proposed operation, but if the proposal is subsequently 
29 withdrawn because of «»—HH—** participation, such stand-by costs shal be allocated htiemi the Consenting Parnes in the proportion 
30 each Consenting Party's mterest as shown on Exhibit "A" bears to the total interest at shown on Exhibit "A" of al Consenong Par-
31 ties. 
32 
33 
34 
35 4. Sidetracking: Except ae hereinafter provided, those provisions of this agreement apphrahfe to a "deepening'' operaoon shaU 
36 also be applktble to any proposal to directionally control and mtcntsonaOy deviate s wet from vertical so as to change the bottom hole 
37 locaoon (herein oiled ''sideffackxttg'*), unless done to straighten the hots or to drat around junk in die hole or because of other 
38 mechanical difficulties. Any perty having the right to participau in a proposed sidetracaang operation that does not own an interest in the 
39 afsected weC bore m die oase of thea 
40 HI at anaital iajha hnSiiMths4inassiiin) id ihi lahii id lhal |inatitan nf iht uiariag ail iwi in tit nilttd • ' II T 

44 Os) l ^ j ^ ^ f c e n j ahanwting aa existing dry hole, rtimharstminl ahal he oa the baas of the actual costs incurred in 

46 
47 
48 
49 (b) If the proposal a for aoWacking a wel whkh has previously produced, reaaaorsaaaent shal be oa the baas of the well's 
50 salvable massrnm and rraieanrnt down to the depth st whkh the ssdetrackaag operaoon is •iriinl. detttaaswd in accordance with the 
51 provnsons of Eshntt "C". ban the ennwnaJ com of saĥ gsng to. 
52 
53 
54 
55 ta the event that nonce for a sKtorackang operaoon a giv«a wruk the oriaaag rig to be laolaad a on tecaoon. the response period 
56 shalbeam*ed»fcxTyeiaht(4t)ho^ 
57 raoBveup w aa* (8) addsanaal days after « 
58 •minad iknaig aah iiiimlediaaititi latraj • mrrt thail im frHT ~*~~t ' k " " ' ' ""- I""' * * , h # """" 
59 by coats thai be ilta sttd between the partMB taking additional omc to respond on t dey<«B-dey bans ai the proportion each <̂ a>ung par 
60 ty t aneresi ss shoe* oa Eithnnt "A" boars to the total merest a shown oa Eshnnt "A" of t l the eltctmg parnes In at other m 
61 stances oat response ponod to s proposal br adctrackasg shal he ananas to thirty (30) nays. 

63 
64 

65 C. TAKING PtOOUCTTON LN KDNDi 
66 
67 Fach pany shall take as kmd or separately dispose of .ts proportionate share of al od and gst produced from the Contract Ares 
68 rulusive of production %h*h mar be used m develcernent and producing operations and « preparing and treaolg od. and «as lor 
t.O marketing purposes and production unavoidably lou Any eitra expenditure mcuned m the ukang et kind or separatrdisaBsiuon by in* 
"0 pa/tv ol .is proport.onate *are ol the production shall be borne b» such pany Any party ukang .o share of productionjJD|̂ SjfciU 

•r 
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ARTICLE VI 
continued 

1 required to pay for only its proportionate share of such pan of Operator's surface facilities which it uses. 
2 
3 Each pany shall execute such divtsion orders and contracts as may be necessary for the sale of its interest in production from 
4 the Contraa Area, and, except as provided in Article VII.B.. shall be entitled to receive payment directly from the purchaser thereof for 
"> its share of all production. 
6 

7 In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 
8 the oil produced from the Contraa Area. Operator shall have the right, subjea to the revocauon at will by the pany owning it. but not 
9 the obligation, to purchase such oil or sell it to others at any ume and from time to time, for the account of the non-taking party at the 

10 best price in ythe°' area To?' suchup"o3uctfon? Any sucn1 purdHase or sale by Operator shall be subjea always to the right of the 
11 owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously 
12 delivered to a purchaser. Any purchase or sale by Operator of any other pany's share of oil shall be only for such reasonable periods of 
13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a penod in excess 
14 of one (1) year. 
15 
16 In the event one or more parties' separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales to 
18 be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing 
19 agreement between the parties hereto, whether such an agreement is attached as Exhibit " E " , or is a separate agreement. 
20 
21 0. Access to Contract Area and Information: 
22 
23 Each parry shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operanons, 
24 and shall have access at reasonable times to information pertaining to the development or operation thereof, induding Operator's books 
25 and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with 
26 governmental agencies, daily drilling reports, weU logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of 
27 each month, and shall make available samples of any cores or cuttings taken from any weU drilled on the Contact Area. The cost of 
28 gathering and furnishing infornsabon to Non-Operator, other than that specified above, shaU be charged to the Non-Operator that re-
29 quests the information. 
30 
31 E. Abandonment of Welts: 
32 
33 1. Arendonment of Dry Holes: Except for any well drilled or deepened pursuant to Ankle VI.B.2., any weU which has been 
34 drilled or deepened under the terms of tha. agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without thecoZ, o c d * £ r o e s / V S ^ S r m W k t u n d H c o t e - y pmy. or shouW « T P U id » reply 
36 within forty-eight (48) hours feneaaarve-ef Swureaj. Sunday and legal hakeays) after receipt of notice of the proposal to plug and abandon 
37 such wel, such party shal be deemed to have consented to the proposed ibandcwneat. Al inch wens shall be plugged and abawloned in 
38 accordance with applktble regulations and at the cost, risk and expense of the parnes who participated in the coat of drilling or deepening 
39 such wel. Any party who objects ta t^'UT't *B« abtrtdorting such wd shal have the right to take over the wel and conduct further 
40 'T"*rr» in search of ol aadfbr pa aahiact to the provissans of Article VIA. 
41 
42 2. AhrffljgYM if w t f c Tnt *T** Produced: Except for my wel in which t Noâ r̂aent operation has been conducted 
4 3 heretaadar far n l jd «tt C HMll^Fartts have not been fuOy rttmbursed aa e W t ^ f V T & r * . K ^ u ^ S f T l " 1 

4 4 producer anat ant he finned aasl sheanond withc« 
4 ' frt ptttgfH tad a>aajtnaa| I l amffjaatt -^h qr*"*** ~f''*""*»« «* L rimt **A —p— dafceaa parties hereto. If. withm 
46 tharty (30) days after recant of notice of die propoaed abandonment of any weft, d partita do not agree to the abendonment of such well, 
4 7 thott wuhang to continue is operation from the msrrvaks) of dsc forrnaoonfs) then open to production shd tender to each of the other 
« v & ^ m ^ A ^ i m V * IS vVteVm. I d ' s sshrabu mstarial and equapnsem. hlummH in arxordance with the provision, of 
49 Eshaa*''C" leadteestanead 
50 the mai atasnksiaig parous, without warranty, express or implied, m to ode or as to quantity, or Sanaa for gat of the eauipment and 
' I matenai. d of as esterest rn the wd and related eauipment. together with its Merest in the hmrhnld estate • » , but only as to. the in 
52 terval or ettervah of the formaoon or formaoont then open to producnon If the interest of the ahandonang parry a or includes an od and 
53 fa, astcrcst, such party shd execute and deliver to the non-abandoning party or parnes aa o i and gat lease, berated to the interval or m 
54 tervsk) of the fdrtitaooa or fornsaooas then open to production, for a term of ooe (1) year and »long thereafter as oU and/or gas is pro-
55 ducsd horn the mterval or imervek of (he formaraon or fbrmaoons covered thereby, such lease to be oa tht form attached a Exhibit 
56 
57 
51 

61 J 
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1 "B". The iisignmena or lease »limited shail encompass the ''drilling u r i I f upon which the weil is located. The payments by, md the 
2 assignments or lease to, the assignees shall be in a ratio based upon the relationship of thetr respective percentage of participation m die 
3 Contrw Area to the aggregate of the percentages of partrapauon in the Contract Area of all assignees. There shall be no readjustment of 
4 interests in the remaining portion of the Contraa Area. 

6 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operauon of or production from 
7 the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re 
8 quest. Operator shall continue to operate the assigned well for the account of the non-abandoning parues at the rates and charges con-
9 templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned 

10 well. Upon proposed abandonment of the producing intervals) assigned or leased, the assignor or lessor shall then have the option to 
11 repurchase its pnor interest tn the well (using the same valuation formula) and participate in further operations therein subjea to the pro-
12 visions hereof. 
13 
14 3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.l. or VI.E.2. above shall be applicable as between 
15 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be 
16 permanendy plugged and abandoned unless and unui all parties having the right to conduct further operations therein have been notified 
17 of the proposed abandonment and afforded the opportunity to elea to take over the well in accordance with the provisions of this Article 
18 V1.E. 
19 
20 ARTICLE VTJ. 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 

23 A. Liability of Parties: 
24 

^ The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and 
26 shaU be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the bens granted 
27 among the parties in Artide VII.B. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor 
28 shall this agreement be construed as cresting, a mining or other partnership or association, or to render the parties liable as partners. 
29 
30 B. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Opentor a hen upon its oil and gas rights in the Contraa Ares, and a security interest in its share 
33 of oil andfar gas when extracted and hs interest in all equipment, to secure payment of its share of expense, tugeihu with interest thereon 
34 at the rate provided in Exhibit " C " To the extent that Operator has a security mterest under the Uniform Commercial Code of the 
35 state. Operator shaU be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
36 taming of judgment by Operator lor the secured indebtedness shaU not be deemed an election of remedies or otherwise ahect the lien 
37 rights or security interest at security for the payment thereof, ln addition, upon default by any Non-Operator in the payment of its share 
38 of expense. Operator shall have the right, without prejudice to other rights or remedies, to colon from the purchaser the proceeds from 
39 the sale of such ruonVDperaaor's share of oil andibr gas until the amount owed by such Non-Ciperaaor, plus interest, has been paid. Each 
40 piiri.haaar shalhgenSjtlan to rely nana Operator's written statement crasterning the amount of any default. Operator grants a tike lien 
41 and sacorauHjdJfcA IB} th* Ham*9ftmon to secure payment of Operator's prnnnrtiruuni share of expense. 

< ĝsnaBBBBal̂ ^̂ ^BBBBn> 

43 If dlt^BaSpfaSp * uantaT to pay its share of expense within sixty (60) days after rendition of a statement therefor by 
44 Opnrsnsr. tljgjg™ Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
45 the earran areata nam pany bears to the mterest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain 
46 reavaatrstnsflnt thereof, be whroaaaaj to the security rights described in the foregoing paragraph. 
47 
48 C Ptjaainii and Accounting] 
49 
50 Except as herein otherwise specsfkafiy provided. Operator shall promptly pay md dncharat expenses incurred in the development 
51 and operauoa of the Contract Area pursuant to this agreement and shal charge each of the parties hereto with their respective proper 
52 tionsat shares upon the expense baas provided in Exhibit "C" Operator shal keep an accurate record of the joint account hereunder. 
53 showing fsjasues incurred and charges and credits made and received. 
54 
55 Operator, at its election, shal have the right from time to time to demand and receive from tht other parties payment m advance 
56 of then- respective shares of the catenated amount of the expense to be incurred in operations hereunder during the next succeeding 
57 month, wharh nght may be exercaed only by submission to each such party of an itemued statement of such estimated expense, together 
51 with an invotce for «s share thereof Each such statement and invoare for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the neat preceding rnonoY Each party thai pay to Operator as proportionate share of such estimate wuhm 
60 fifteen (15)days after narJt estanier and avoare n recaved. If any pany fata ta pay io share of sad catenate withm said time, tfje amount 
61 due shal bear mterest a provided a Exhtba " C " unui peal Proper ad̂ isoner* shal be made monthly between advances and-actual <•* 
62 penar to Qw. md tha each party shal hear and pay its proportionate share of actual expenses etrurred. and no more ^ 
63 ^ 
64 O. Limitation of Expenditures: . P 
65 4 . 
66 | DnU or Deepen Without the ;jnvnt of all pirtin. no »rll \hall be drilled or deepened, eicept any *eU drilled OT̂ da-pmrd 
67 pursuant to the provisoes ol Article VI B.' ol this agreement Consent to the Jrillmg or deepening shall include* j 
68 I 1 1 
*9 - r 
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1 D Oyumi So. 1 All IIKUUM eipeisjinirq for tht drilling of detpaing, tatog, compleung iuil quipping oi iht a til, including 
2 nrrrtinr/ Tir'-flr — » ( — ' • * — 

3 
4 13 Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its 
5 authorized depth, and all tests have been completed, and the results thereof furnished to the parues. Operator shall give immediate notice 
6 to the Non-Operators who have the right to parucipate in the completion costs. The parties receiving such nouce shall have forty -eight 
7 (48) hours7 (estlusMe uf̂ tuiuaY, fxuiaa; and* legal fiSfiaaya/i^wfiich to elen to parucipate in the setung of casing and the completion at 
8 tempt. Such election, when made, shall include consent to all necessary expenditures for the compleung and equipping of such well, in-
9 eluding necessary tankage and/or surface faciliues. Failure of any pany receiving such nouce to reply within the period above fixed shall 

10 constitute an eiecuon by that party not to parucipate in the cost of the compieuon attempt. If one or more, but less than all of the parties, 
11 elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase "reworking, deepening or plugging 
12 back" as contained in Article VI.B.2. shall be deemed to include "completing") shall apply to the operations thereafter conducted by less 
13 than all parties. 
14 
13 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or 
16 plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a weil shall 
17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage 
18 and/or surface facilities. 
19 
20 3. Other Operations: Without the consent of all parties. Operator shall not undertake any single project reasonably estimated 
21 to require an expenditure in excess nf Fifteen Thomand and No/100 rmlhw (t is.onn.nn ) 
22 except in connection with a well, the drilling, reworking, deepening, compleung, recompleting, or plugging back of which has been 
23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in hs opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shail report the emergency to the other 
26 parties. If Operator prepares an authonty for expenditure (AFE) for its own use. Operator shaU furnish any Non-Operator so requesting 
27 an information copy thereof for any single project costing in excess F t f f n Th.m.nH M«,/mn _ 
28 Dollars it i5.000.oo ) but less dun the amount first set forth above m this paragraph. 
29 
30 E. Rentals, Shut-in WeU Payments and Minimum Royalties: 
31 
32 Rentals, shut-in weU payments and minimum royalties which may be required under the terms of any lease shall be paid by the 
33 party or parnes who subjected such lease to this agreement at its or their expense. In the event two or more perries own and have con-
34 tributed interests in die same lease to this agreement, such parties may designate one of such parties to make said payments for and on 
33 behalf of aO such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of 
36 failure to make proper pavment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
38 visions of Article IV.B.2. 
39 
40 Operator shal notify TtamGfMmv of the anbar*ted conspletion of t shut-as gas wel, or the shutting in or return to production 
41 of s |wnkw ing sag aa* • I — I n (T) itaji fin killing Saturday. Sunday and legal hohdays). or at the earliest opportunity permitted by 
42 ctfeumstsaceâ ash* to anaag seat anion, but assumes no liability for failure to do so. In the event of failure by Operator to so notify 
43 Non-Oparaan*^taa;al say laastcoauibuied hereto by Non-Operator for failure to make timely payments of any shut-in well payment 
44 shal be hnajHpgfc % da) asrnes hereto under the provisions of Article IV A3. 
43 ••T*l";~~ 
46 P. Taxast 
47 
48 Begsraung with the firat tkmita year after the effective date hereof. Operator shal fender for ad valorem taxation aU property 
49 subject to tha agreement which by aw should be rendered for such taxes, and it shal pay al etch a— aiiai-rl thereon before they 
30 become (irtinquem. Prior to the rerahbon dace, each Non-Operator shal funuah Operator irnormarira a to burdens (to include, but not 
51 be tarmted to. royakics, overriding royalties and production psyments) on leases md ol tad aa asteresa contributed by such Non 
32 Operator. If the aaessed valuation of my aatehotd estate is reduced by reason of its being tubjsct to outstanding excess royalties, over 
5} riding royalties or production paymeno. the reduction m ad valorem taxes resulting therefrom shal inure to the benefit of the owner or 
34 owners of such leasehold estate, and Operator shal adjust the charge to such owner or owners so a to reflect the benefit of such reduc 
33 uon If the td valorem taxes are based in whole or « pan upon separate valuations of each party's working interest, then notwithstanding 
36 anything » the contrary herem. charges to the |omt account shall be made arid paid by the parues hereto as accordance with the tax 
37 value generated by each party's working mtercH. Operator shall bill the other parnes for their proportionate shares of all tax payments in 
38 the manner provided m Eshtha " C " 
59 * 
60 1 Operator consafers any tat aaesaneat improper. Operator may. « its dhweana. protea within the time and manner 
61 prescribed by law. and praarcuw the protest to t final demmirarmn. uniess si parues agree to abandon the protest prior to lujal d>«« 
62 masanon Durmg the pendency ef adaaniatfau»i or sadtoat proceedings. Operator may elect to pay. under protest, all such tat*and any 
6) mterest and penalty When any such protested assessment shal have been finally determined. Operator thai pay the tax lor thtjbtnt ac 
64 count, together with any mterest and penalty accrued, and the total cost shall then be attested agaana the panics, and be paid byjmrm as 
05 provided m Fahib* C" 4 

• • 
h* F*h part* shaU pav or cause to he paid all production. se%erance. excise, gathering and other taaes'imposed upn* or.wnh.respn: •, 
r4 ihe production or handing of vmh rum 1 \hare of o.l and or gu produced under the terms of this aareement | * J 
,9 * r 
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1 G. Insurance: 
2 
3 At all times while operations are conducted hereunder, Operator shall comply with the workmen's compensaoon law of 
4 the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com 
5 pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit "C". Operator shall 
6 also carry or provide insurance for the benefit of the ioint account of the parties as outlined in Exhibit "D". attached to and made a part 
7 hereof Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensation 
8 law of the state where the operations are being conducted and to maintain such other insurance as Operator may require. 
9 

10 In the event automobile public liability insurance is specified in said Exhibit "D", or subsequently receives the approval of the 
11 parues. no direa charge shall be made by Operator for premiums paid for such insurance for Operator's automoave equipment. 
12 
13 * * ARTICLE VIII. 
14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 
15 
16 A. Surrender of lee set: 
17 
18 The leases covered by this agreement, insofar as they embrace acreage in the Contraa Area, shall not be surrendered in whole 
19 or in part unless all parties consent thereto. 
20 
21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of ode, ai of as interest in 
23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights st producnon 
24 thereafter secured, to the parries not consennng to such surrender. If the mterest of the *—'fT""! party is or includes an oi and gas in-
25 terest, the assigning party shall execute and deliver to the party or panes not consenting to such surrender an oil and gas iease covering 
26 such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such 
27 lease to be oo the form attached hereto as Exhibit "B". Upon such assignment or tease, the «««ig"««g party shall be relieved from all 
28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operaoon of any well 
29 attributable thereto, and the assigning parry shall have no further mterest in the assigned or leased premises and its equipment and pro-
30 ducbon other than the royalties retained in any lease made under the terms of dus Article. The party assignee or lessee shall pay to the 
31 party assignor or lessor the rrasrtsahtr salvage value of the tetter's interest in any weflt and en̂ ripmrnt attributable to the assigned or leas-
32 ed acreage. The value of all matenai shall be determined in accordance with the provisions of Exhibit "C", less the estimated cost of 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest 
34 shall be shared by such parties in die proportions that the mterest of each bears to the total mterest of sO such parties. 
35 
36 Any assignment, tease or surrender made under dus provision shaU not reduce or change the assignor's, lessor's or sunendering 
37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage 
3g assumed, leased or surrendered, and mbatquent operations thereon, shaU not thereaiter he subject to the terms and provisions of this 
39 agiecnscat. 
40 
41 
42 
43 H aa^'epiplBajrai a renewal of any oi and gas lease subiect to tha agreement, al other parties shal be nohhed prompdy, and 
44 shalbmdKfsgVfaYan^ 
4) renewal k»an\ aeanV • ae* bane aaectt m 
46 poniorunr shares of the acquisition cost aOocated to that pan of such lease within the Contract Area, which shal be in proportion to the 
47 interests held at that note by the parous in tht Cone-act Area. 
48 
49 If some, but less than al. of the parties elect to participate in the purchase of a renewal team, it shal be owned by the parties 
30 who elect to pertiapete therem, in a raoo baaed upon the rektionsrup of thew respective percentage of parucipauon m the Contraa Area 
M to the atyegsac of the percentages of particspation ai the Contraa Area of al parties participating ta the purchase of such renewal lease 
)2 Any renewal tease in which teas than al parties elect to participate shal not be subiect to thai agreement. 
53 
V* Each party who panmpeces at the purchase of a renewal tease shall be given an assignment of its proportionate interest therein 
1} by the arquanng party. 
56 
37 The provisions of thai Artide shal apply to renewal teases whether they are for the eabre interest covered by the expiring lease 
31 or cover only a portion of its am or an mterest therem Any renewal tease taken before the exfaraooa of as predecessor lease, or taken or 
39 contracted for wrthm na (6) months after the csaarauon of the existing tease shal be subject to thas provuaon; but any lease taken or con 
60 iracted for more than ua (6) months after the rxparaoon of an existing iease shal not be drensed t renewal tease and shall not be jsibieo to 
61 the provaaona of tha agreensent. r* 
o2 \ 
63 The provisions as dus Ararat thai aha be appkobte to ettensuns of od and gat teases. ~ 
64 - | 
(.1 C Acreage or Cash Contributions: 

Wh.le ihis agreement u m lorce cl an* partv contracts for a contribution of cash towards the Jnlling of * well or tn* .iher 
ji ; , 'ih.n on ihe Cnirxt \rra cuth cwnhution chill be pa-d to the pan* »ho conducted the drilling or other jc*raOo« arid eMail V 

•<» ,t ii„!»i :"r . -M .i Mj.h Jn!!m< .* thrf .•prf an. n II the c •r.trthuiu.n be in the form of «rraee. the part* :<i »hsfn (hr 
~ a J , -ha.: ;•' ~ r ' « v i Jet acc.<nmrnt I 'rv * r r j < r «<th. ut »arrantc ol m l * to the Drillmt Farm* ' " ^ J j i ^ ^ " ' 
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ARTICLE Vm 
cofluTiued 

said Drilling Parties shared the cost oi drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be 
governed by provisions identical to this agreement. Each parry shall promptly notify all other parues of any acreage or cash contributions 
it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall also be applicable to op
tional rights to earn acreage outside the Contraa Area which are in support of a well drilled inside the Contraa Area. 

If any pany contracts for any consideration relating to disposition of such pany's share of substances produced hereunder, such 
consideraoon shall not be deemed a contribuoon as contemplated in this Article VUI.C. 

9 
10 
11 
12 
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D. Maintenance of Uniform Interest: 

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no 
party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contraa Area and in wells, 
equipment and production unless such disposition covers either: 

1. the entire interest of the party in all leases and equipment and production; or 

2. an equal undivided interest in all leases and equipment and production in the Contract Area. 

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subjea to this agreement 
and shall be made without prejudice to the right of the other parties. 

If, at any time the interest of any party is divided among and owned by four or more co-owners. Operator, st its discretion, may 
require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for 
and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
party's mterest within the scope of the operations embraced in dus agreensent; however, all such co-owners shall have the right to enter 
into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract 
Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 

E. Waiver of Rights to Partition: 

Ii permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an 
undivided interest in the Contraa Area waives any and aD rights it may have to partition and have set aside to it in severalty its undivided 
interest therein. 

ts—Piefaaantinl Right ta Ihtaahi 

tdei this agi Should any panj duin to stl s8 ee any pert of iu intutj 
Area, it shall promptly give written notice to the other paraas, with full 
name and address of the protpecnat purejeaer (who must be ready, wuehg and able to 
of the offer. The other parties shsl ana have an optional prior right, for a pe 
on the snsntuaajgnag^nnedhieea'ejfehajaesf which the other psrjx^aepnaaTto scfl; and, if thai 

tamant, ee itt eights and iniinwi in die Ce 
lunccriang its propoaed sak:_wjuxii-ahaff̂ c!ude the 

\j£gjmwdm\tprkt, and all other terms 
of the notice, to purchase 

mg 

right is exercised, dse purchas 
that the merest of each bears to the total mterest of aO purchasing par

te purchase in those cases where any party wishes to raortgage io interests, or to 
or sale of al or nibnitnritiy al of its assets to s subsidiary or parent com-

tibieh my mt taws tnas-a-aaajawsy af the ttaafc. 

ARTICLE DL 

INTERNAL RiTVENUE COOt E U C T I O N 

That agreement is not 
for profit between or among the 

to create, aad shal not be construed » create, t reamoeahip of partnership or an association 
thereto. Notwithstanding my provision herein that the rights and atbaraes hereunder are several 

and not jom or cottcctrve. or that dus agreement and operations hereunder shal not coaatinm a Dtrusership, a\ for federal income tax 
purposes, tho agreement md the operations hereunder are regarded as a partnership, each party hereby affected elects to be excluded 
from the appucaoon of al of uVprovuusmofSubchac^ ' K '.C^apeeT l.Subude "A", of the Internal Revenue Code of 1954. as per 
mined and authorized by Stetson 761 of the Code and the refutations promulgated thereunder. Operator is authorized and directed to ex 
ecute on behalf of each party hereby affected such evidence of tha election ts may be reouared by the Secretary of the Treasury of the 
United States or the Federal Internal Revenue Service, including specificaBy, but not by way of hmaaooa. all of the returns, statements, 
and the data reouared by Federal legislations 1.761. Should there be my reouaremeat that each pany hereby affected give further 
evidence of iha etectwa, each such party thai execute such documents and harnah etch other evidence a may be require! by the 
Federal Internal tevenue Sernce or as may be necusary to evidence tha etecooa No such parry shal give my nooces or take iny other 
acta* asronastent with the eteruoa nude hereby. M my present or future income tax k m of the state or states m which ih*Contraa 
Ares a located or my future income tax laws of the United States contain provtstons sasilar to those as Subchapter K Chapter 1 
Subtitle " A ". of the Internal Revenue Code of 1954. under which an electmn aastttar to dtat provided by Sectasn 761 of the Gate >s per 
muted, rah party hereby affected shal make such election a may he permitted or reouared by such laws In making the forrgifcls elee 
i.-n r«.h iu<h pan* nates that the irnome derived by such party from operations hereunder cm be adequately determined «o£out -he 
i.-mpuuiion ot partnership enable income 

i 
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1 ARTICLE X. 
2 CLAIMS AND LAWSUITS 
3 
4 Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure 
5 does not weed Ten Thousand and No/! 00 - rVillart 

6 (> 10.000-00 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex 
7 ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is 
8 delegated to Operator. AU costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the ioint ex-
9 pense of the parties partiapaung in the operation from which the claim or suit arises. If a claim is made against any party or if any party is 

10 sued on account of any matter arising from operauons hereunder over which such individual has no control because of the rights given 
11 Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim 
12 or suit involving operaoons hereunder. 
13 
14 ARTICLE XI. 

15 FORCE MAJEURE 
16 
17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than 
18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 
19 reasonably full paruculars concerning it; thereupon, the obligations of the parry giving the notice, so far as they are affected by the force 
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shail use all reasonable 
21 diligence to remove the force majeure situation as quickly as practicable. 
22 
23 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shaU be entirely 
25 within the discretion of the party concerned. 
26 
27 The term "force majeure", as here employed, shall mean an act of God. strike, lockout, or other industrial disturbance, act of 
28 the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint 
29 or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, wruch is 

30 not reasonably within the control of the party claiming suspension. 

31 
32 ARTICLE XH. 
33 NOTICES 
34 
35 All nooces authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise 
36 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or teJecopier and addressed to 
37 the parues to whom the notice is given at the addresses listed on Exhibit "A". The originating notice given under any provision hereof 
38 shaU be deemed given only when received by the perry to whom such nonce is directed, and the ume for such party to give any notice in 
39 response thereto shaB run from die date the originating nobce is received. The second or any responsive notice shal be deemed given 
40 when depoaited in dse mad or with the telegraph company, with postage or charges prepaid, ce sent by odes or telecopier Each party 

41 shal have tha nght to change hs address at any rime, and from time to time, by giving written notice thereof to al other parties. 

42 

43 ARTICLE XIII. 

44 TERM OF AGREEMENT 

45 
46 This agreement shal remain m full force and effect as to the oil and gas teases and/or od and gas interests subject hereto for the 
47 period of time selected below-, provided, however, no party hereto shall ever be construed as hamng any nght. tide or interest in or to any 
41 tease or oil and gat mterest contributed by any other party beyond the term of this agreement. 
49 
50 • Option Nu. I 5u king aj any uf the ed and gea liaeet lakjaet it the ignimau tan aaa or are conrinitarl in fnrrr as tn any nan 
31 id the Cuatraet Area, whether by pmdaetiea. taunaan. remaei a* aahuane. 

52 
33 £ Option No 2 tn the event the well described m Arucie VI.A.. or any subsequent wctt drilled under any provision of this 
34 agreement, results m production of oil and/or gas in paying quantities, this agreement shal continue in force to long as any such well or 
35 wells produce, or are capable of production, and (or an additional period of ' l i days from cessation of al production, provided. 
36 however, d. pnor to the expiraoon of such additional period, one or more of the pentes hereto are engaged m drilling, reworking, deepen 
37 mg. plugging back, testing or attempting to complete a well or wells hereunder, tho agreement shal continue in force until such opera 
31 twos have been completed and d production results therefrom, this agreement shall continue m force as provided herein In thejemt the 
39 wel described m Ancle VI.A.. or any subsequent weil drilled hereunder, results in a dry hole, and no other well a producmr or'opibi* 
60 of producing oil *nd<or gas from the Contract Ares, tho agreement shall lermmaie unless dnlmg. deepening, plugging back * rework 
61 mg operations are commented withm days from the date of abandonment of tatd wel. 
62 
o* It is agreed, however, thai the termination of tho agreement shaU not reheve any party hereto Irom any liability »dja.h has 
(A accrued or anathed prior to the date of such termination "f 
..3 ~C 

jt - J r 
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ARTICLE XIV. 

COMPLIANCE WITH LAWS AND REGULATIONS 

A. Lawi, Regulations and Orders: 

Trus agreement shall be subject to the conservation laws of the state m which the Contract Area is located, to the valid rules, 
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and local laws, or 
dinances, rules, regulations, and orders. 

B. Governing Law: 

This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach, 
remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which 
the Contract Area is located. If the Contracf Area is in two or more states, the law of the state of New Mexico 
shall govern. 

C. Regulatory Agencies: 

Nothing herein contained shall grant, or be construed to grant. Operator the right or authority to waive or release any rights, 
privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated 
under such laws in reference to oil, gas and mineral operauons, induding the locauon, operation, or production oi wells, on tracts offset
ting or adjacent to the Contraa Area. 

With respect to operaoons hereunder, Non-Operators agree to release Operator from any and aO losses, damages, injuries, claims 
and cause of action arising out of, incident to or resulting directly or indirectly from Operator's interpretauon or tprdirarion of rules, 
rulings, regulations or orders of the Department of Energy or predecessor or successor agendas to the extent such interpretauon or ap
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator's share of production that Operator may be required to refund, rebate or pay at a result of such an incorrea interpretauon or 
application, together with interest and penalties thereon owing by Operator as a result of such incorrect mtexpreuboo or application. 

Non-Operators authorize Operator to prepare and submit such documents ss may be required to be submitted to the purchaser 
of any crude oii sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Profit Tax Aa 
af 1980", at same may be amended from time to time ("Act"), and any valid reguUrions or rubs which may be issued by the Treasury 
Department from time to time fTiom to said Act. Each party hereto agrees to furnish any and all certifications or other informaoon 
which is required to be furnished by-said Act in a timely rnanner and in sufficient detail to permit compliance with said Aa. 

ARTICLE XV. 

OTHER PROVISIONS 

Sao Article XV. attached hereto and made a part hereof. 



ARTICLE XV 

OTHER PROVISIONS 

A. REWORKING OPERATIONS 

1. Notwithstanding any language set out in Article VI(B) to the contrary, each non-
consenting party to a reworking operation on a well conducted pursuant to Article VI(B) shall, 
upon commencement of such operations, be deemed to have relinquished to consenting parties, 
and the consenting parties shall own and be entitled to receive, in proportion to their respective 
interests, all of such non-consenting party's interest in the well, its leasehold operating rights 
and share of production therefrom, only insofar as the interval or intervals of the formation or 
formations which are being reworked and to which such non-consenting party does not desire 
to join in the reworking thereof, until the proceeds or market value thereof (after deducting 
production taxes, windfall profits taxes, royalty, overriding royalty and other interests payable 
out of, or measured by the production from such well, only insofar as the production secured 
from the interval or intervals of the formation or formations which are subject to said reworking 
operations accruing with respect to such interest until it reverts) shall equal the total of those 
certain costs as further described in subparagraphs (a) and (b) of the third grammatical paragraph 
under Article V1(B) 2, hereof. 

2. Notwithstanding any language set out in Article VI to the contrary, in the event any 
working interest owner elects not to participate in the drilling of a subsequent well located within 
the contract area, said working interest owner shall forfeit all of its interest in that proration unit 
for such subsequent well. In the event any working interest partners makes such non-consent 
election such partner shall not be liable for its share of the $250/Acre bonus due pursuant to 
Article 2(b) of that Farmout Agreement dated 12/10/92, between Oxy USA, Inc. (Farmoutor) 
and Santa Fe Energy Operating Partners, L.P. (Farmoutee). 

B. NONDISCRIMINATION 

In connection with the performance of work under this agreement, the Operator agrees 
to comply with all of the provisions of Section 202 (1) to (7) inclusive, of Executive Order 
11246 (30 F. R. 12319), which are hereby incorporated by reference in this agreement, and of 
all provisions of said executive Order 11246 and all rules, regulations and relevant orders of the 
Secretary of Labor. 

C. COVENANTS RUN WITH THE LAND 

The terms, provisions, covenants and conditions of this agreement shall be deemed to be 
covenants running with the lands, the lease or leases and leasehold estates covered hereby, and 
all of the terms, provisions, covenants and conditions of this agreement shall be binding upon 
and inure to the benefit of the parties hereto, their respective heirs, executors, administrators, 
personal representatives and assigns. 

D. LAWS AND REGULATIONS 

All of the provisions of this agreement are expressly subject to all applicable laws, 
orders, rules and regulations of any governmental body or agency having jurisdiction in the 
premises, and all operations contemplated hereby shall be conducted in conformity therewith. 
Any provision of this agreement which is inconsistent with any such laws, orders, rules or 
regulations is hereby modified so as to conform therewith, and this agreement, as so modified, 
shall continue in full force and effect. 

E. PRIORITY OF OPERATIONS 

If at any time there is more than one operation proposed in connection with any well 
subject to this agreement, then unless all participating parties agree on the sequence of such 
operauons, such proposals shall be considered and disposed of in the following order of priority: 

EWP1381-1 



1. Proposals to do additional testing, coring or logging. 
2. Proposals to attempt a completion in the objective zone. 
3. Proposals to plug back and attempt completions in shallower zones, in ascending 

order. 
4. Proposals to side-tract the well to reach any zone not below the original authorized 

objective. 
5. Proposals to deepen the well, in descending order. 

F. REGULATORY PROVISIONS 

1. Liquid Hydrocarbons: 

Non-Operators hereby authorize Operator to file with the purchaser of crude oil or other 
liquid hydrocarbons or with any other person required by law, any statement or certification 
required by any rule, regulation or order issued thereunder or by any other law, rule, or 
regulation relating to the pricing of crude oil and other liquid hydrocarbons or the taxation 
thereof. To the extent that Operator may by law be authorized to do so, Non-Operators hereby 
authorize Operator to agree with any purchaser to relieve Operator (in whole or in part as 
Operator may determine) of any filing or certification requirements. In making any filing or 
certification with any purchaser of crude oil or other liquid hydrocarbons, each Non-Operator 
shall be solely responsible for furnishing to Operator or such purchaser or any other person 
required by law any exemption certificate, independent producer certificate or any other evidence 
required by law to entitle Non-Operator to a higher price for the sale of his production or for 
a lower rate of windfall profit or other excise tax thereon, and upon a Non-Operator's failure 
to furnish the same, Operator shall certify to such purchaser for such Non-Operator's interest 
the lower price and/or higher rate of tax. Operator shall have no duty to seek any refunds on 
behalf of any Non-Operator of any overpayment of any windfall profit or excise tax to which 
any Non-Operator may be entitled by law. 

2. Refunds: 

In the event any Non-Operator receives a greater sum for the sale of its share of 
production than that to which such Non-Operator is entitled, such Non-Operator shall promptly 
refund any excess sums so collected to the person entitled thereto together with any interest 
thereon required by law. In the event Operator is required for any reason to make any such 
refund on any Non-Operator's behalf and such Non-Operator refuses upon Operator's request 
to reimburse Operator for the amount so paid, then Operator, in addition to any other rights or 
remedies which it may have as a result of making such refund, (i) shall have the lien provided 
by Article VII.B. to secure such reimbursement and (ii) shall be authorized to collect from Non-
Operator's purchaser of production all revenues attributable to Non-Operator's share of 
production until the full amount required to be paid or refunded by Non-Operator has been 
recovered. 

3. Operator's Liability: 

Operator shall use its best judgment in making any of the filings and certifications 
referred to under Paragraph 1 and 2 above in prosecuting any filings and applications. 
However, in no event shall Operator have any liability to any Non-Operator in making and 
prosecuting any such filing or in rendering any statement or certification, absent bad faith, gross 
negligence or willful misconduct. Any penalties incurred as a result of any incorrect 
certification, statement or filing shall, in absence of bad faith, gross negligence or willful 
misconduct, be charged to the parties owning the production to which the penalty pertains. In 
no event shall any error by Operator relieve any Non-Operator of the liability for any refund 
under Paragraph 3 above. 

G. OPERATOR PROTECTION 

1. Assignment: 
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No assignment or other transfer or disposition of an interest subject to this Agreement 
shall be effective as to Operator or the other parties hereto until the first day of the month 
following the month in which (i) Operator receives an authenticated copy of the instrument 
evidencing such assignment, transfer or disposition and (ii) the person receiving such 
assignment, transfer or disposition has become obligated by instrument satisfactory to Operator 
to observe, perform and be bound by all of the covenants, terms and conditions of this 
Agreement. Prior to such date, neither Operator nor any other party shall be required to 
recognize such assignment, transfer or disposition for any purpose but may continue to deal 
exclusively with the party making such assignment, transfer, or disposition in all matters under 
this Agreement including billings. No assignment or other transfer or disposition of an interest 
subject to this Agreement shall relieve a party of its obligations accrued prior to the effective 
date aforesaid. Further, no assignment, transfer or other disposition shall relieve any party of 
its liability for its share of costs and expenses which may be incurred in any operation to which 
such party has previously agreed or consented prior to the effective date aforesaid for the 
drilling, testing, completing and equipping, reworking, recompleting, side-tracking, deepening, 
plugging-back, or plugging and abandoning of a well even though such operation is performed 
after said effective date, subject however to such party's right to elect not to participate in 
completion operations under Article VLB and Article VTJ.D, Option No. 2., not previously 
consented to. 

2. Attorneys Fees: 

In the event any party hereto shall ever be required to bring legal proceedings in order 
to collect any sums due from any party under this Agreement, then party or parties shall also 
be entitled to recover all court costs, costs of collection and a reasonable attorney's fee, which 
the lien provided for herein shall also secure. 

H. PERPETUITIES 

It is not the intent of the parties that any provision herein violate any applicable law 
regarding the rule against perpetuities, the suspension of the absolute power of alienation or 
other rule regarding the vesting or duration of estates, and this agreement shall be construed as 
not violating such rule to the extent the same can be so construed consistent with the intent of 
the parties. In the event, however, any provision hereof is determined to violate such rule, then 
such provision shall nevertheless be effective for the maximum period (but no longer than the 
maximum period) peirnitted by such rule which will result in no violation. 

I. NO THIRD-PARTY BENEFICIARY CONTRACT 

This Agreement is made solely for the benefit of those persons who are parties hereto 
(including those persons succeeding to all or part of the interest of an original party if such 
succession is recognized under the other provisions hereof), and no other person shall have or 
claim or be entitled to enforce any rights, benefits or obligations under this Agreement. 

J. OPERATOR'S REORGANIZATION AND STATUS CHANGE 

1. Notwithstanding, the second sentence of Article V.B.I, in the event of a transfer 
of all Operator's interest to a corporation which controls, is controlled by or is under common 
.ontrol with Operator or in the event of a transfer of all Operator's interest to any person as a 
part of the transfer to such person of all or substantially all of Operator's oil and gas properties, 
such transferee shall automatically become the successor Operator without the approval of Non-
Operators. 

2. For the purposes of Article V.B., Operator shall be considered to own an interest 
in the Contract Area if it is a general partner of a limited partnership which owns an interest in 
the Contract Area or if it owns a carried or reversionary working interest in the Contract Area. 

K. OVERHEAD RATE ADJUSTMENT PROVISIONS 
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In the event the drilling well rates or the producing well rates provided for in Section 
III. l.A(3) of the Accounting Procedure shall ever be less than the prevailing rates being charged 
by financially responsible prudent operators in the area for comparable operations, then Operator 
may give written notice of such higher prevailing rates to Non-Operators. The higher prevailing 
rates specified in said notice shall become the effective rates hereunder as of the first day of the 
month following thirty (30) days from the giving of said notice unless a Non-Operator by written 
notice to Operator within said thirty-day period shall do either of the following: 

(a) Object to the proposed rates on the basis the same does not represent the prevailing 
rate as aforesaid. In such event, the parties shall attempt to agree upon such 
prevailing rates, failing which such rates shall be determined by law. 

(b) Propose to operate for a lesser rate (which shall never be less than the rate then in 
effect under the Agreement) than that proposed by Operator's notice. In this event 
Non-Operator shall take over operations as of the begirining of the month following 
said thirty-day period unless the existing Operator shall agree to operate at such 
lesser rate. 

Any new rates established pursuant to this provision shall be subject to adjustment in the manner 
provided by Section LTI.1.A.(3) of the Accounting Procedure, but otherwise the procedure set 
out in these provisions shall not be exercised on a greater frequency than once each twelve 
months. 

L. BANKRUPTCY 

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 a determination by debtor or any trustee for debtor within thirty (30) 
days from the date an order for relief is entered under the Bankruptcy Code 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. 
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1 ARTICLE X V I . 

2 MISCELLANEOUS 
3 

4 This agreement shall oe binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees, 
5 legal representatives, successors and assigns. 
6 

7 This instrument may be executed Ln any number of counterparts, each of which shall be considered an original for all purposes. 
8 
9 IN WITNESS WHEREOF, this agreement shall be effective as of 1 Q t n day of A u g u s t 1 9 94 

10 
11 

12 O P E R A T O R 
13 
14 SANTA FE ENERGY OPERATING PARTNERS, L . P . 
15 By: Santa Fe P a c i f i c E x p l o r a t i o n Coil|WR0rVED 
16 ManaginaHGeneral Par tner 

By: f ^ ] % ^ s ^ ? r 17 
18 / S . W . Demarest, At to rney- in - I*aLL 

19 
20 
21 
22 
23 
24 

25 ORYX ENERGY COMPANY ANADARKO PETROLEUM COMPANY 
26 
27 
28 

N O N - O P E R A T O R S 

By; By: 

2 9 T i t l e : T i t l e : 
30 
31 
32 
33 By. 

THE DEVISEES OF DEWEY E. SPARGER DOYLE HARTMAN 

34 
35 Title: MARGARET HARTMAN 
36 
37 LARRY NERMYR 
38 
39 i '" 
40 ^ 
41 
42 
43 
44 
45 
46 
47 
-18 
'19 
:so 
•>i 
52 
53 
54 
55 
% 
57 

r* 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
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EXHIBIT "A 

To that certain Operating Agreement dated August 10, 1994, wherein Santa Fe Energy 
Operating Partners, L.P. is Operator, and Barbara Fasken, et al, are Non-Operators. 

1. Contract Area: 

Lands and depths covered hereby: 

Township 20 South. Range 34 East. N.M.P.M. 

Section 18: NE/4SE/4 and SW/4SE/4 as to all depths 
Lots 3 and 4 and SE/4SW/4 as to all depths 
NE/4SW/4 as to all depths below 3706 feet 
SE/4SE/4 as to all depths below 3700 feet 
NW/4SE/4 as to all depths below 3925 feet 

Interest of the Parties in Contract Area B: 

Working Interest 

Santa Fe Energy Oper. Partners, L.P., 93.06950% 
et al 
Doyle Hartman et ux 
Margaret Hartman 0.82911 % 
Larry Nermyr 0.01822% 
The Devisees of Dewey E. Sparger 1.24988% 
Anadarko Petroleum Corporation 4.58331% 
Oryx Energy Company 0.24998% 

100.00000% 

3. Schedule of Leases and Lands: 

Lessor: The United States of America 
Lessee: Cities Service Oil Company et al 
Dated: November 1, 1959 
BLM Serial Number: NM-13276 

Description: INSOFAR AND ONLY INSOFAR as it concerns the 
SE/4SW/4, Lots 3, and 4, and rights below 3,706 feet 
subsurface under the NE/4SW/4, Section 18; all in 
Township 20 South, Range 34 East, N.M.P.M., Lea 
County, New Mexico. 

Lessor: The United States of America 
Lessee: Cities Service Oil Company, et al 
Dated: February 1, 1951 
BLM Serial Number: NM-29512-A 

Description: INSOFAR AND ONLY INSOFAR as it concerns the 
NE/4SE/4, the SW/4SE/4 and rights below 3,700 feet 
subsurface under the SE/4SE/4 of Section 18; all in 
Township 20 South, Range 34 East, N.M.P.M., Lea 
County, New Mexico 
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Lessor: The United States of America 
Lessee: Cities Service Oil Company, et al 
Dated: February 1, 1951 
BLM Serial Number: NM-29512-C 

Description: INSOFAR AND ONLY INSOFAR as it concerns rights 
below 3,925 feet subsurface under the NW/4SE/4 of 
Section 18, Township 20 South, Range 34 East, 
N.M.P.M., Lea County, New Mexico. 

4. Names & Addresses of WI Parties: 

(1) Santa Fe Energy Operating 
Partners, L.P. 

550 West Texas, Suite 1330 
Midland, Texas 79701 
ATTN: Curtis D. Smith 
(915) 686-6631 

(2) Anadarko Petroleum Company 
400 West Illinois, Suite 1300 
Midland, Texas 79701 

(3) Oryx Energy Company 
P.O. Box 2880 
Dallas, Texas 75221-2880 
ATTN: Mr. Alan Beers 

(4) Doyle Hartman et ux 
Margaret Hartman 
500 North Main 
Midland, Texas 79702-7426 

(5) Larry Nermyr 
HC57 
Box 4106 
Sydney, Montana 59270 

(6) The Devisees of Dewey E. Sparger 
P.O. Box 1112 
Hobbs, New Mexico 88240 
ATTN: Ms. Linda Kay Armstrong 



EXHIBIT "B" 

Atcached to and made a part of that certain Operating Agreement dated 
August 10, 1994 , by and between Santa Fe Energy 
Operating Partners, L.P. , as Operator and Barbara Fasken et al 

, as Non-Operators. 

OMITTED 



COPAS - 1984 - ONSHORE 

Recommended by the Council 

Ktaf lES 6 0 1 , BOX BOO of Petroleum Accountants 
TULSA OK 74101 

EXHIBIT 

Attached to and made a part of t h a t c e r t a i n Operat ing Agreement dated August 10, 1994 
by and between Santa Fe Energy Opera t ing Pa r tne r s , L . P . as Operator , and 
Rarbara Fasken et a l as Non-Operators. 

A C C O U N T I N G P R O C E D U R E 
JOINT O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and mainte
nance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera
tions and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct supervision 
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other profes
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable-Material" shall mean Material which at the time is so classified in the Material Classification Manual as 
most recently recommended by the Council of Petroleum Accountants Societies. 

2. Statement and Billings 

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure, 
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except 
that items of Controllable Material and unusual charges and credits shall be separately identified and fully described in 
detail. 

3. Advances and Payments by Non-Operators 
t h i r t y (30) 

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation within fcftnxtfi) days after receipt of the bill
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each 
monthly billing to reflect advances received from the Non-Operators. 

B. Each Non-Operator shall pay its proportion of all bills within^isK^i^^aa^s after receipt If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at The Chase 
Manhattan Bank o n t n e p | r s t fay Q t t n e m o n t h in which delinquency occurs plus 2% or the maximum 
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever 
is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts. 

4. Adjustments 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof: 
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year, 
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on 
Operator for adjustment No adjustment favorable to Operator shall be made unless it is made within the same prescribed 
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable 
Material as provided for in Section V. 

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies. 



5. Audits 

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time 
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section 
I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. 

B. The Operator shall reply in writing to an audit report within 180 days after receipt of such report. 

6. Approval By Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this 
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions 
in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval of 
a majority in interest of the Non-Operators shall be controlling on all Non-Operators. 

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological 
nature and pollution control procedures as required by applicable laws and regulations. 

2. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

3. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of Joint 
Operations. 

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

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

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed 
in the operation of the Joint Property if such charges are excluded from the overhead rates. 

B Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees 
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section I I . Such costs under 
this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment" on the amount of 
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section I I . If percentage assessment 
is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable 
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section I I . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph 
3A of this Section I I . 

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement, stock 
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Joint 
Account under Paragraphs 3A and 3B of this Section II shall l>e Operator's actual cost not to exceed the percent most recent
ly recommended by the Council of Petroleum Accountants Societies. 

5. Materia! 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material 
shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical 
and consistent with efficient and economical nitrations. The accumulation of surplus stocks shall be avoided. 

6. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations. 

A If Material is moved to the .hunt I'niperty from the Operator's warehouse or other properties, no charge shall be rr.aile 
to the Jmnt Account for a distance greater than the distance from the nearest reliable supply store where like materia! 
!«. normally available or raihv av rt'ivn ing [wiint nearest the Joint Property unless agreed to by the Parties. 



B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the Joint Ac
count for a distance greater than the distance to the nearest reliable supply store where like material is normally 
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be 
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the 
Parties. 

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available 
when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most 
recently recommended by the Council of Petroleum Accountants Societies. 

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
10 of Section I I and Paragraph i, i i , and i i i , of Section I I I . The cost of professional consultant services and contract ser
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates. 
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint 
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed 
—twelve percent ( 12 %) p e r annum. Such rates shall not exceed average commercial rates currently pre
vailing in the immediate area of the Joint Property. 

El. In lieu of charges in paragraph 8A above, Operator may elect to use average commercial rates prevailing in the immedi
ate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates published by the 
Petroleum Motor Transport Association. 

9. Damages and Losses to Joint Property 

A11 costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses 
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross negligence or 
willful misconduct Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable 
after a report thereof has been received by Operator. 

10. Legal Expense 

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and 
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect 
or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of outside attor
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the 
overhead provisions of iattion I I I unless otherwise agreed to by the Parties, except as provided in Section I , Paragraph 
3. 

11. Taxes 

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo
rem taxes are based in whole or in part upon separate valuations of each party's working interest then notwithstanding 
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance 
with the tax value generated by each party's working interest. 

12. Insurance 

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

13. Abandonment and Reclamation 

Costs incurred for abandonment of the Joint Property, including cost* required by governmental or other regulalorv 
authority. 

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and 
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint 
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section II 

15. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I , or in Section 111 ami which 
is of direct benefit lo the Joint Property and is incurred by the Operator in the necessary and proper conduct of thr Joint 
Operations. 



I I I . OVERHEAD 

1. Overhead - Drilling and Producing Operations 

i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge drilling 
and producing operations on either: 

( $ Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
3A, Section I I . The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates 
provided for in the above selected Paragraph of this Section II I unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account. 

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services 
and contract services of technical personnel directly employed on the Joint Property: 

( ) shall be covered by the overhead rates, or 
(X ) shall not be covered by the overhead rates. 

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in 
the operation of the Joint Property: 

( ) shall be covered by the overhead rates, or 
(X ) shall not be covered by the overhead rates. 

A. Overhead - Fixed Rate Basis 

(1) Operator shall charge the Joint Account at the following rates per well per month: 

Drilling Well Rate $ 5,200.00 
(Prorated for less than a full month) 

Producing Well Rate $ 520.00 

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

(a) Drilling Well Rate 

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except 
that no charge shall ba made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive 
woffcoysor more shall be made at the drilling well rate. Such charges shall be applied for the period 
fronatfate workover operations, with rig or other units used in workover, commence through date of rig 
or other unit release, except that no charge shall be made during suspension of operations for fifteen 
(15) or more consecutive calendar days. 

(b) Producing Well Rates 

(1) An active well either produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month. 

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

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall 
be considered as a one-well charge providing the gas well is directly connected to a permanent sales 
outlet 

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com
pleted on any well. This one-well charge shall be made whether or not the 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 allow
able, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement 
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas 
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index 
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States 
Department of Labor. Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics 
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad
justment. 

B. Overhead - Percentage Basis 

(1 i Operator shall charge the Joint Account at the following rates: 



: K i 
(a) Development 

Percent ( %) of the cost of development of the Joint Property exclusive of costs provided 

under Paragraph 10 of Section II and all salvage credits. 

(b) Operating 

Percent ( %) of the cost of operating the Joint Property exclusive of costs provided under 
Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected substances purchased for secondary 
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and 
to the Joint Property. 

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

For the purpose of determining charges on a percentage basis under Paragraph IB of this Section III, development 
shall include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or all 
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning 
when the well is not completed as a producer, and original cost of construction or installation of fixed assets, the 
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction as 
defined in Paragraph 2 of this Section III . All other costs shall be considered as operating. 

2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of $ 25 f 000.00 : 

A. 5 % of first $100,000 or total cost if less, plus 

B. 2 % of costs in excess of $100,000 but less than $1,000,000, plus 

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

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

3. Catastrophe Overhead 

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due 
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary 
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator 
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on 
the following rates: 

A. 5 % of total costs through $100,000; plus 

B. 2 % of tatal easts in excess of $100,000 but less than $1,000,000; plus 

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

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi
sions of this Section III shall apply. 

4. Amendment of Rates 

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

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

Opentor is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move
ments, affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator's 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus 
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders. 
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B 
Mater ial. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties. 

1. Purchases 

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

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator, 
unless otherwise agreed lo by the Parties, shall l>e priced on the following basis exclusive of cash discounts: 
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A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe 

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published 
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload 
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for 
tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate 
may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown, 
Ohio. 

(b) For grades which are special to one rpill only, prices shall be computed at the mill base of that mill plus trans
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in 
Paragraph 2.A.(lXa). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field 
Haulers Association interstate truck rate shall be used. 

(c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston, 
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, to 
the railway receiving point nearest the Joint Property. 

(d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.o.b. 
the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate per weight 
of tubing transferred, to the railway receiving point nearest the Joint Property. 

(2) Line Pipe 

(a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or more 
shall be priced under provisions of tubular goods pricing in Paragraph A.(lXa) as provided above. Freight 
charges shall be calculated from Lorain, Ohio. 

(b) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds 
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent, 
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para
graph A.(lXa) as provided above. Freight charges shall be calculated from Lorain, Ohio. 

(c) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.o.b. the point of manufacture 
at current new published prices plus transportation cost to the railway receiving point nearest the Joint 
Property. 

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be 
priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices 
agreed to by the Parties. 

(3) Other Material ahall be priced at Ae current new price, in effect at date of movement, as listed by a reliable supply 
store nearest tbiaJoint PrepertyTeY point of manufacture, plus transportation costs, if applicable, to the railway 
receiving poiaf'KKrsst the JoiM Property. 

(4) Unused new IDHHs^fftSjapt tubular goods, moved from the Joint Property shall be priced at the current new 
price, in effecv^etast «f inoveTnent, as listed by a reliable supply store nearest the Joint Property, or point of 
manufacture, phis transportation costs, if applicable, to the railway receiving point nearest the Joint Property. 
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2). 

B. Good Used Material (Condition B) 

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

(1) Material moved to the Joint Property 

At seventy-five percent (75%) of current new price, as determined by Paragraph A. 

(2) Material used on and moved from the Joint Property 

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

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was originally 
charged to the Joint Account as used Material. 

(3) Material not used on and moved from the Joint Property 

At seventy-five percent (75%) of current new price as determined by Paragraph A. 

The cost of reconditioning, if any. shall be absorbed by the transferring property. 

C. Other Used Material 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until after recon 
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of 
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning 
does nol exceed Condition B value. 

HI'FRlRfF 
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(2) Condition D 

Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be 
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures 
normally used by Operator without prior approval of Non-Operators. 

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line 
pipe prices. 

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines, 
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall 
be priced on a non upset basis. 

(3) Condition E 

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under procedures nor
mally utilized by Operator without prior approval of Non-Operators. 

D. Obsolete Material 

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

E. Pricing Conditions 

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25«) per hundred 
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking 
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same 
percentage increase or decrease used to adjust overhead rates in Section I I I , Paragraph l.A(3). Each year, the 
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next 
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies. 

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

3. Premium Prices 

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

4. Warranty of Materia! Furnished By Operator 

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

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 

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

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six 
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for 
overages and shortages, but. Operator shall be held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 

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

4. Expense of Conducting Inventories 

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the 
Parlies. 

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in
ventories required due lo change of Operator shall be charged to the Joint Account. 



EXHIBIT "D" 

INSURANCE 

Attached hereto and made a part of that certain Operating Agreement dated 
August 10, 1994 , by and between Santa Fe Energy 
Operating Partners, L.P. , as Operator and Barbara Fasken, et a l 

, as Non-Operators. 

Operator shall at all times during the terms of this Agreement or an extension thereof, and 
at all times relative thereto, carry insurance to protect the parties hereto as follows: 

(a) Statutory Workmen's Compensation Insurance as may be required in the state or states 
where work under this Agreement, or activities relative thereto, will be performed, plus Workmen's 
Compensation Insurance as may be required by Federal Law, if applicable, plus Employers Liability 
Insurance. 

(b) Public Liability Insurance with bodily injury limits of not less than $100,000 for death 
or injury to one person, and not less than $300,000 for death or injury to more than one person in 
any one accident; and Public Liability property damage liability insurance with a limit of not less 
than $100,000 for any one accident for loss of or destruction of, or damage to property. Said public 
liability insurance shall include Contractual Liability coverage and shall include Products Liability 
and Completed Operations coverage. 

(c) Automobile Liability Insurance with bodily injury policy limits of not less than $ 100,000 
for death or injury to one person, or not less than $300,00 for death or injury to more than one 
person in any one accident and property damage liability insurance with a limit of not less than 
$100,000 for any one accident, for loss of or destruction of or damage to property. 

(d) Insurance coverage of the types and amounts as set out in subsections (a), (b) and (c) 
hereinabove on subcontractors, service companies, and all others who may have bee engaged, 
contracted witlr, or otherwise employed by Operator in the rjerfchTnance of this Agreement with such 
insurance coverage to cover the subcontractors, service companies, or others so employed and all 
of their empioyees, except mat Operator may require each such subcontractor, service company, or 
other person or organization to provide his, its or their own insurance coverage of the types and in 
the amounts specified hereinabove, and such person or organization, under such circumstances, shall 
furnish to Operator Certificates of Insurance as evidence of such insurance coverage. 

WPA231 



EXHIBIT "E" 

Attached to and made a part of that certain Operating 

Agreement dated August 10. , 1994 

Between Santa Fe Energy Operating Partners, L.P. as Operator 

And Barhara Fasken. pr al . as Non-Operarnrs. 

GAS STORAGE AND BALANCING AGREEMENT 

1. In accordance with the terms of the Operating Agreement, each Party thereto 

has the right to take its share of gas produced from lands subject to said Operating 

Agreement and market the same. In the event any of the Parties hereto is not at any time 

taking or marketing its share of gas or has contracted to sell its share of gas produced to 

a purchaser which does not at any time while this Agreement is in effect take the full 

share of gas attributable to the interest of such Party, the terms of this Agreement shall 

automatically become effective. 

2. During the period or periods when any Party hereto has no market for all of 

its share of gas produced or its purchaser does not take its full share of gas produced, the 

other Parties shall be entitkd to produce each month one hundred percent (100%) of the 

allowable aaigped or in the absence of an assigned allowable the maximum production 

capacity aat stall be entitled to take and deliver to its or their purchaser such gas 

production; provided, however, no party shall be entitled to produce, own and dispose of 

each month more than three hundred percent (300%) of its share of the allowable or 

maximum production capacity as the case may be, unless it has gas in storage. All 

Parties hereto shall share in and own the liquid hydrocarbons recovered from such gas by 

lease equipment in accordance with their respective interests and subject to the Operating 

Agreement, but the Party or Parties taking such gas shall own all of such gas delivered to 

its or their purchaser. 

3. On a cumulative basis, each parry not taking or marketing its full share of the 

gas produced shall be credited with gas in storage equal to its full share of the gas 
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produced under this Agreement, less its share of gas used in lease operations, vented or 

lost, and less that portion such Party took or delivered to its purchaser. The Operator (as 

that term is defined in the Operating Agreement) will maintain a current account of the 

gas balance between the Parties and will furnish all Parties hereto monthly statements 

showing the total quantity of gas produced, the amount used in lease operations, vented 

or lost, the total quantity of liquid hydrocarbons recovered therefrom, and the monthly 

and cumulative over-and-under account of each Party. 

4. At all times while gas is produced, each Party hereto will make settlement 

with the respective royalty owners to whom it is accountable, just as if each Party were 

taking or delivering to a purchaser its share, and its share only, of such gas production 

exclusive of gas used in lease operations, vented or lost. Each Party hereto agrees to 

hold each other Party harmless from any and all claims for royalty payments asserted by 

royalty owners to whom each Party is accountable. The term "royalty owner" shall 

include owners of royalty, overriding royalties, production payments and similar 

interests. 

5. After notice to the Operator, any Party which has gas in storage pursuant to 

the terms bjoof at any time may begin taking or delivering to its purchaser its full share 

of the gas produced less such Party's share of gas used in operations, vented or lost. In 

addition to such share, each Party including the Operator, until it has recovered its gas in 

storage and balanced the gas account as to its interest, shall be entitled to take or deliver 

to its purchaser a share of gas determined by multiplying 50% of the interest in the 

current gas production of the Party or Parties without gas in storage by a fraction, the 

numerator of which is the interest of such party with gas in storage and the denominator 

of which is the total percentage interest of all Parties with gas in storage currently taking 

or delivering to a purchaser. 

6. Each Pany producing and taking or delivering gas to its purchaser shall pay 

any and all production taxes due on such gas. 
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7. Nothing herein shall be construed to deny any party the right from time to 

time, to produce and take or deliver to its purchaser its full share of the gas production to 

meet the deliverability tests required by its purchaser. 

8. Should production of gas be permanently discontinued before the gas account 

is balanced, settlement will be made within sixty (60) days between the underproduced 

and overproduced Parties. In making such settlement, the underproduced Party or Parties 

will be paid a sum of money by the overproduced Party or Parties attributable to the 

overproduction which said overproduced Party received, less applicable taxes theretofore 

paid, at the applicable prices over the term of delivery for a volume of gas equal to that 

for which settlement is made. The price basis shall be the rate collected from time to 

time, which is not subject to possible refund, as provided by the Federal Energy 

Regulatory Commission pursuant to final order or settlement applicable to the gas solely, 

plus any additional collected amount which is not ultimately required by said Commission 

to be refunded, such additional collected amount to be accounted for at such time as final 

determination is made with respect thereto. The operator shall have no liability with 

respect *tfflfl^HPpct9feClrF the funds received by it from any overproduced party or on 

9. Nothing herein shall change or affect each Party's obligations to pay its 

proportionate share of all costs and liabilities incurred, as its share thereof is set forth in 

the Operating Agreement. 

10. The terms and provisions of this Agreement shall apply separately to each well 

and/or separate completion in each well. Un<lerproduction on one well or completion 

shall not be recouped by overproduction of any other well or completion. 

11. Notwithstanding anything contained herein to the contrary, no Party shall have 

i me balancing account any amount due hereunder. 

any overproduced party (other than Operator if it is 
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the right to produce more than its proportionate share of Ultimate Recoverable Reserves 

from any separate completion in each well without the consent of all other Parties having 

working interests in such completion. As used herein, the term "Ultimate Recoverable 

Reserves" is defined as the sum of cumulative production to date together with estimated 

quantities of natural gas which geological and engineering data indicate to be recoverable 

in future years from a completion in a particular well under existing and anticipated 

economic and operation conditions, as such quantities may be from time to time revised. 

Operator shall be responsible for determining the Ultimate Recoverable Reserves 

attributable to each separate completion and shall advise each of the non-operators of its 

determination from time to time as such determination is made, but no less frequently 

than once every twelve (12) months. For a period of thirty (30) days following mailing 

of a notice of determination, Non-Operators may submit to Operator proposed 

adjustments to such reserve determination which Operator may accept or reject, and any 

revision by Operator shail be made with said thirty (30) day period. Operator's 

determination, however, shall be final unless within thirty (30) days after mailing to Non-

Operators of any such reserve determination or a revision thereof, Non-Operators 

comprising not less than fifty percent (50%) of the working interest in the completion 

zone for jMcflt Hit tB—iiiiin Hion is made request an independent determination of 

determined by aa independent reservoir engineering consulting firm acceptable to a 

majority of working interest owners, and the cost of such independent determination shall 

be charged to the joint account. 

share of Ultimate Recoverable Reserves, such Party may make no further sales of gas 

production from such completion zone which will not be in balancing with the sales of 

other Parties without Operator's consent. Operator may refuse to consent to out of 

balance sales until the Party desiring to sell has furnished Operator with adequate 

assurance of such Party's ability to pay future costs which may be subsequently 

chargeable to such Party under the Operating Agreement and to pay any potential cash 

balancing under this Gas Balancing Agreement upon depletion. Such assurance may be 

reserveav t itquett is made, then such reserves for such completion zone shall be 

At such time as a Party had produced eighty percent (80%) of its proportionate 

EWP 189-4 



in the form of a bond or letter of credit or in any other form as the Operator deems 

appropriate. A Party may not produce more than one hundred percent (100%) of its 

proportionate share of Ultimate Recoverable Reserves without the written approval of one 

hundred percent (100%) of the working interest owners of such reserves. 

Operator shall incur no liability to other working interest owners for its good faith 

administration of the gas balancing provisions contained herein. In the event Operator is 

sued by any third parties as a result of Operator's actions in enforcing these provisions, 

the costs and expenses of Operator's legal defense shall be charged to the joint account. 

12. If any underproduced party sells or assigns all or any part of its interest in tie 

well or completion, then unless the assignment instrument otherwise specifically provides, 

such sale or assignment shall include all of the interest of such underproduced party in 

gas to be produced attributable to such assigned interest, all of such underproduced 

party's right to make up gas attributable to such assigned interest, and all of such 

underproduced party's right to any cash payment that may be due hereunder after the 

effective date of the assignment attributable to the assigned interest. The selling or 

assigning party shall look solely to its purchaser or assignee for any interest in the gas or 

cash pejr^fl£ which locn party may be entitled. If any overproduced party sells or 

assigns pdrtioa of its interest in the well or completion, the interest sold or 

assigned shaU be burdened by the right of all underproduced parties to take a portion of 

the gas produced attributable to such interest as provided herein, and the assignee shall be 

subject to the obligation to make cash payments to the underproduced parties as provided 

herein that become payable after the effective date of such assignment. The assignor 

shall remain primarily liable to the underproduced parties for any cash payment payable 

with respect to the period prior to the effective date of the assignment 

ILLEGIBLE 
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EXHIBIT "F 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPER
ATING AGREEMENT DATED August 10, 1994 
between Santa Fe Energy Operating Partners, L .P . , as Operator 
and Barbara Fasken, et a l as Non-Operators. 

Unless exempted by Federal law, regulation or order, the following terms and conditions 
shall apply during the performance of this contract: 

EQUAL OPPORTUNITY CLAUSE 

A. During the performance of this contract, the CONTRACTOR agrees as follows: 

(1) The Contractor will not discriminate against any employee or applicant for 
employment because of race, color, religion, sex, or national origin. The 
Contractor will take affirmative action to ensure that applicants are employed and 
that employees are treated during employment, without regard to their race, 
color, religion, sex, or national origin. Such action shall include, but net be 
limited to the following: Employment, upgrading, demotion, or transfer, 
recruitment or recruitment advertising; layoff or termination; rates of pay or 
other forms of compensation; and selection for training, including apprenticeship. 
The Contractor agrees to post in conspicuous places, available to employees and 
applicants for employment notices to be provided by the contracting officer 
setting forth the provisions of the nondiscrirnination clause. 

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

(3) The Contractor will send to each labor union or representative of workers with 
which he has a collective bargaining agreement or other contract or 
understandtng a notice to be provided by the agency contracting officer, advising 

*. th» labor union or workers' representative of the Contractor's commitments 
z under Section 202 of Executive Order 11246 of September 24, 1965, and shall 

^ ^ p B H coptce of the notice in conspicuous places available to employees and 
. applicants for employment. 

(4) The Contractor will comply with all provisions of Executive Order 11246 of 
September 24, 1965, and of the rules regulations, and relevant orders of the 
Secretary of Labor. 

(5) The Contractor will furnish all information and reports required by Executive 
Order 11246 of September 24, 1965, and by the rules, regulations, and orders 
of the Secretary of Labor, or pursuant thereto, and will permit access to his 
books, records, and accounts by the contracting agency and the Secretary of 
Labor for purposes of investigation to ascertain compliance with such rules, 
regulations, and orders. 

(6) In the event of the Contractor's noncompliance with the Nondiscrimination 
clauses of this Agreement or with any of such rules, regulations, or orders, this 
Agreement may be cancelled, terminated or suspended in whole or in pan and 
the Contractor may be declared ineligible for further Government contracts in 
accordance with procedures authorized in Executive Order 11246 of September 
24, 1965, and such other sanctions may be imposed and remedies invoked as 
provided in Executive Order 11246 of September 24, 1965, or by rule, 
resulation. or order of the Secretarv of Labor, or as otherwise orovided bv law. 



(7) The Contractor will include the provisions of paragraphs (1) through (7) in every 
subcontract or purchase order unless exempted by rules, regulations, or orders 
of the Secretary of Labor issued pursuant to Section 204 of Executive Order 
11246 of September 24, 1965, so that such provisions will be binding upon each 
subcontractor to vendor. The Contractor will take such action with respect to 
any subcontract or purchase order as the contracting agency may direct as a 
means of enforcing such provisions including sanctions for noncompliance: 
Provided, however, that in the event the Contractor becomes involved in, or is 
threatened with, litigation with a subcontractor or vendor as a result of such 
direction by the contracting agency, the Contractor may request the United States 
to enter into such litigation to protect the interests of the United States. 

«. 
B. If required to do so by Federal law, regulation, or order, Contractor agrees that he 

shall: 

(1) File with the Office of Federal Contract Compliance or agency designated by it, 
a complete and accurate report on Standard Form 100 (EEO-1) within 30 days 
after the signing of this Agreement (unless such a report has been filed in the; last 
12 months), and continue to file such reports annually, on or before March 31st; 

(2) Develop and maintain a written affirmative action compliance program for each 
of its establishments in accordance with the regulations of the Secretary of Labor 
promulgated under Executive Order 11246, as amended. 

CERTIFICATE OF NONSEGREGATED FACILITIES 

Contractor certifies that he does not and will not maintain or provide for his employees any 
segregated facilities at any of his establishments, and that he does not and will not permit his 
employees to perform their services at any location, under his control, where segregated facilities 
are maintained. Contractor understands that the phrase "segregated facilities" includes facilities 
which are in fact segregated on a basis of race, color, creed, or national origin, because of habit, 
local custom, or otherwise. Contractor understands and agrees that maintaining or providing 
segregated facilities for his employees or permitting his employees to perform their services at any 
locations, undftkfcbt control, where segregated facilities are maintained is a violation of the Equal 
Opportunity Gmjjfexcqwnd by Executive Order No. 11246 of September 24, 1965, and the 
regulations c^jSakzetary of Labor set out in 41 CFR Chapter 60. Contractor further agrees that 
(except whei»lf%$ obtained identical certifications from proposed subcontractors for specific time 
periods) it will obtain identical certifications from proposed subcontractors prior to the award of 
subcontracts exceeding $10,000 which are not exempt from the provisions of the Equal Opportunity 
Clause; that it will retain such certifications in its files, and that it will forward the following notice 
to such proposed subcontractors (except where the proposed subcontractors have submitted identical 
certifications for specific time periods): 

NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR 
CERTIFICATIONS OF NONSEGREGATED FACn-ITTES: A Certification of Nonsegregated 
Facilities as required by the May 9, 1967, order on Elimination of Segregated Facilities, by the 
Secretary of Labor (32 F.R. 7439, May 19, 1967), and as required by the regulations of the 
Secretary of Labor set out in 41 CFR Chapter 60, and as they may be amended, must be submitted 
prior to the award of a subcontract exceeding $10,000 which is not exempt from the provisions of 
the Equal Opportunity Clause. The certification may be submitted either for each subcontract or 
for all subcontracts during a period (i.e., quarterly, semi-annually or annually). 

ILLEGIBLE 



SINAGUA2 SANTA FE ENERGY OPERATING PARTNERS,L.P. 
GENERALIZED WELL COST ESTIMATE 

N A M E : 
LOC: 

Sinagua "18" Federal Com. No.2 
2041 ' FSL & 2171' F E L , Sec. 1 8 - 2 0 S - 3 4 E , Lea County, New Mexico I (fa \ BH LOC: 

DESC: 
1300'FSL & 1300' FEL , Sec 
Dr i l l and Complete a 13.700 

• .18 -20S-34E 
1' Mor row Gas Wel l 

ACCOUNT] i DESCRIPTION OF COSTS DRY HOLE PRODUCER 
1 ' — j 1 — , , 

501 -000 TANGIBLE WELL COSTS 1 
-41 Conductor Csg i 3,000, : 3,000 
-41 Surface Csg 20" 94.0 ppf K-55 BT&C @ 450' : — 18,000 j 18,0001 

-41 Protection Csg 13-3/8" 68.0 ppf S-80 BT&C @ 3,300' 82,500 82,500 
-41 Intermediate Csg 8-5/8" 32.0 ppf K-55 & S-80 ST&C @ 5,200' 55,900 55,900 
-41 Prod Csg 5-1/2" 17.0 ppf N-80 & S-95 LT&C @ 13,700' I i 79,656 i 

r -41 Prod Liner : ; ! : 
-42 i Tubing 2-3/8" 4.7 ppf N-80 AB-Mod @ 13,700' i 47,950 
-43 Wellhead 3,000 16,000 

| -44 Pmpg Unit 
Prime Mover M h i 
Other Dwn Hole Eguip ! : 8,000 

-50 Rods ; ! ! 
i : ! -sq Subsurface Pmps ! ' ! I 

-53 Csg Eguip 5,000 i 9,000 i 
-55: Electrical i : 

i . 

-55 Misc. Tangibles i « 1,000 
-55 Rod Eguip I 

j 

-s3 Tubing Eguip 
t 

1 TOTAL TANGIBLE COSTS ! | 167,400 321,006 

1 i ! 

541 -OOOj LEASE FACILITY COSTS ! I 

-50 Flowlines 2,000 

-sd Labor 13,000 

-sq Other Prod Eguip Separator, GPU, & Dehydration Unit i 
I i 30,000 

-sq Tank Facilities ; I 15,000 
r TOTAL LEASE FACILITY COSTS 0 60,000 
i j : 

511-coq INTANGIBLE WELL COSTS 
-21 Location 25,000 ! 25,000 
-22 Fencing 1,000 2,000 
-28 Drilling Water 30,000 30,000 
-3 l | Contractor Moving Exp 25,000 i 25,000 

-aa( Corrt Footage or Turnkey 
r ~ 

-32 Contractor Daywork 45 days X $5000/dav 225,000 225,000 
—33 Drlg Fluid &Addrtives 50,000 50,000 
-34) ! Bits & Reamers 96,000 96,000 
-36| Coring & Core Analyses 
-37l j Cement 50,000 75,000 
-391 Inspection & Tstg of Tang 8,000 22,000 
-4 l | j Directional Drlg Services 1140' Displacement @ 130 degree Azimuth 75,000 75,000 
-42 ; Drilling Eguip Rental 20,000 20,000 

Open Hole Logging CNIADT/DLUMSFLVSONIC 35,000 35,000 
-44 Drill Stem Tstg 5,000 12,000 

-3 Mud Logging 30daysX$400/day 12,000 12,000 
Transportation 8,000 18,000 

-52 Completion Unit $1200/dayX8days 9,600 
I =53T Completion Tool Rental ^ 8,000 

-54 Cased Hole Logs & Perfing 9,000 

r- " 4 - Stimulation i— 
12,000 

-56; I Rigsite Supervision 
-72 Administrative Overhead 
•9Si Fishing Tools & Exp 

18,800 
6,000 15,000 

-99 Testing: BHP,GOR,4 Pt Pot J ' 9,213! 
Abandonment Cost j L . ~_ — — . . . — - H i , h 

9,819 
Other Intangibles 
Contingency (5%) 

TOTAL INTANGIBLES" 
TOTAL COSTS 

_34,M1_ _ 40,381 
734,600 8471994_ 
902.000 ^ 1.229.000 

Operations Dept:_ 

Engineering Dept 

SFEOPLP Approval By: 

Non Operator Approval By: 

Date: ff/il/ff 

Date: T u ^ l T 

Date: } / / ( fa 

Date: 



OFFSET OPERATORS 
SINAGUA "18" FED. COM. #2 

Surface Location 
2041' FSL & 2171' FEL 

Bottom Hole Location 
1300' FSL & 1300' FEL 

Section 18 
T-20-S, R-34-E 

Lea County, New Mexico 

Legal Description Offset Operator 
T-20-S. R-34-E 

NE/4SW/4 Sec. 18 Wallen Production Company 
Surface to 3706': 

NE/4SW/4 Sec. 18 
Below 3706': 

NW/4SE/4 Section 18 
Surface to 3700': 

Santa Fe Energy Operating 
Partners, L.P. 

Dewey E. Sparger 

N/2 of Section 18: Santa Fe Energy Operating 
Partners, L.P. 

N/2 Section 19; SAVE & 
EXCEPT NE/4NE/4 
Surface to 3665': 

NE/4NE/4 Sec. 19 
Surface to 3665': 

Santa Fe Energy Operating 
Partners, L.P. 

Wallen Production Company 

SW/4 Section 17: 
Below 3700': 

W/2SW/4 Sec. 17 
Surface to 3676': 

N/2 Section 20: 

Santa Fe Energy Operating 
Partners, L.P. 

Anadarko Petroleum Company 
Wallen Production Company 

Santa Fe Energy Operating 
Partners, L.P. 

Oryx Energy Company 
Anadarko Petroleum Company 
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF SANTA FE ENERGY 
OPERATING PARTNERS, L.P. FOR 
COMPULSORY POOLING, AN UNORTHODOX 
GAS WELL LOCATION, AND DIRECTIONAL, 
DRILLING, LEA COUNTY, NEW MEXICO No. 11,077 

C u r t i s D. Smith, being duly sworn upon h i s oath, deposes 

and s t a t e s : 

1. I am over the age of 18 and have personal knowledge 

of the matters s t a t e d h e r e i n . 

2. I am a landman f o r A p p l i c a n t . 

3. A p p l i c a n t has conducted a good f a i t h , d i l i g e n t 

e f f o r t t o f i n d the c o r r e c t addresses of i n t e r e s t owners 

e n t i t l e d t o receive n o t i c e of the A p p l i c a t i o n h e r e i n . 

4. Notice of the A p p l i c a t i o n was provided t o the 

i n t e r e s t owners a t t h e i r c o r r e c t addresses by m a i l i n g them, by 

c e r t i f i e d m a i l , a copy of the A p p l i c a t i o n . Copies of the 

n o t i c e l e t t e r s and c e r t i f i e d r e t u r n r e c e i p t s are attached 

hereto. 

5. Applicant has complied with the notice provisions of 

Rule 1207. ^ ~ 

AFFIDAVIT REGARDING NOTICE 

STATE OF NEW MEXICO 
) SS. 

COUNTY OF SANTA FE 

C u r t i s D. Smith 



SUBSCRIBED AND SWORN TO before me t h i s day of 
August, 1994 by Curtis D. Smith. 

Notary Public 

My Commission Expires: 

2 



v Santa Fe Energy Operating Partners, LP. 
Saitt Ft Pidfle Exptontioi Ceapuy 
Mimiriiii fjt—nl F I I I M I 

C E R T T F r F n MATL - RETURN RECEIPT 

August 12, 1994 

Devisees of Dewey E. Sparger 
P.O. Box 1112 
Hobbs, New Mexico 88240 

ATTN: Ms. Linda Kay Armstrong 

Re: Notification of 
Compulsory Pooling 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM<4598-2 

Dear Ms. Armstrong: 

Enclosed is an Application for compulsory pooling, an unorthodox gas well location and directional 
drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy Operating Partners, 
L.P. regarding the S/2 ofSection 18, Township 20 South, Range 34 East, N.M.P.M., Lea County, 
New Mexico. Santa Fe's records indicate that you own an interest in the proposed well unit. This 
matter has been scheduled for hearing on Thursday September 1,1994 at 8: IS a.m. in Morgan Hall 
at the State'Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. Failure to 
appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

CDS/efw 
1 Encla/s 

Bv: /^&~^<jr ^ 
Curtis D. Smith, CPL 
Senior landman 
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a » 

« * Complatt ettto 1 amUHor additional servieaa. 
• Complete items 3, arxtq^ b 

« Print your name and address on tha reverse ot this form so that we can 
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Santa Fe Energy Operating Partners, L.P. 
Santa Fa Pacific Exploration Company 
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 12, 1994 
Mr. Larry Nermyr 
HC57 
Box 4106 
Sydney, Montana 59270 

Re: Notification of 
Compulsory Pooling 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300* FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Coat. #NM-4598-2 

Dear Mr. Nermyr: 

Enclosed is an Application for compulsory pooling, an unorthodox gas well location and directional 
drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy Operating Partners, 
L.P. regarding the S/2 of Section 18, Township 20 South, Range 34 East, N.M.P.M., Lea County, 
New Mexico. Santa Fe's records indicate that you own an interest in the proposed well unit. This 
matter has been scheduled for hearing on Thursday September 1,1994 at 8:15 a.m. in Morgan Hall 
at the State Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. Failure to 
appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

Bv: / ^ ^ P . J C J / -
Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
1 End a/s 

EWP2022 
Central Division 
SSO W. Texas. Suite 1330 
Midland. Texas 79701 
91S/687-3S51 
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Santa Fe Energy Operating Partners, L.P. 

Saata Fe Pacific Exploration Company 
Managing General Partner 

CERTIFTFX) MATT, - RFTyTRTNf RFCFJPT 

August 12, 1994 

Mr. Doyle Hartman 
& Wife, Margaret Hartman 
500 North Main 
Midland, Texas 79702-7426 

Re: Notification of 
Compulsory Pooling 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM-4598-2 

Dear Mr. Hartman: 

Enclosed is an Application for compulsory pooling, an unorthodox gas well location and directional 
drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy Operating Partners, 
L.P. regarding the S/2 of Section 18, Township 20 South, Range 34 East, N.M.P.M., Lea County, 
New Mexico. Santa Fe's records indicate that you own an interest in the proposed well unit. This 
matter has been scheduled for hearing on Thursday September 1, 1994 at 8:15 a.m. in Morgan Hall 
at the State' Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. Failure to 
appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
1 End a/s 

EWP2023 
Central Division 
350 W. Texas, Suite 1330 
Midland. TVr»« 79701 
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3. Article Addressed to: ~~" 

MR. DOYLE HARTMAN & WIFE 
MARGARET HARTMAN 
500 NORTH MAIl 
MIDLAND TEXAS 79 702-7426 

Vsh to -eceive the 
rvices O' ar. extra 

eej: 

1 . • A d d r e s s e e ' s A d d r e s s 

a 
o 
> 
a 

CO 

2 . U R e s t r i c t e d )e l i ve : v 

i ^ o r ^ ^ ^ ^ t r n a s j t e i o r t e n . 

ia N u m b e r 

- 764 62 7 

o » 
rx 
c 
3 



Santa Fe Energy Operating Partners, L.P. 
Santa Fe Pacific Exploration Company 

Managing General Partner 
CERTIFIED MATT, - RFTITRN RFCFTPT 

August 12, 1994 

Oryx Energy Company 
P.O. Box 2880 
Dallas, Texas 75221-2880 

ATTN: Mr. Allan Beers 
Re: Notification of 

Compulsory Pooling 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM-4598-2 

Gentlemen: 

Enclosed is an Application for compulsory pooling, an unorthodox gas well location and directional 
drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy Operating Partners, 
L.P. regarding the S/2 ofSection 18, Township 20 South, Range 34 East, N.M.P.M., Lea County, 
New Mexico. Santa Fe's records indicate that you own an interest in the proposed well unit. This 
matter has been scheduled for hearing on Thursday September 1, 1994 at 8:15 a.m. in Morgan Hall 
at the State Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. Failure to 
appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Parmer 

Curtis D. Smith, CPL 
Senior Landman 

By: 

CDS/efw 
1 End a/s 

EWP2024 

Central Division 
380 W. Texas, Suite 1330 
Midland. Ttexas 79701 
91S/687-3SS1 





Santa Fe Energy Operating Partners, L.P. 
Santa Pe Pacific Exploration Company 
Managing General Partner 

CER1 

Anadarko Petroleum Company 
400 West Illinois 
Suite 1300 

Midland, Texas 79701 

ATTN: Land Dept. 

ED MAIL - RETURN RECEIPT 

August 12, 1994 

Re: Notification of 
Compulsory Pooling 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300* FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM-4598-2 

Gentlemen: 

Enclosed is an Application for compulsory pooling, an unorthodox gas well location and directional 
drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy Operating Partners, 
L.P. regarding the S/2 of Section 18, Township 20 South, Range 34 East, N.M.P.M., Lea County, 
New Mexico. Santa Fe's records indicate that you own an interest in the proposed well unit. This 
matter has been scheduled for hearing on Thursday September 1, 1994 at 8:15 a.m. in Morgan Hall 
at the State'Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. Failure to 
appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

By:_ 

CDS/efw 
1 End a/s 

Curtis D. Smith, CPL 
Senior Landman 

EWP2025 
Central Division 
380 W. Texas. Suite 1330 
Midland. Texas 79701 
918/687-3881 
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• Complete items 1 
• Complete items 3. 
• Print your name and 
return this card to you. 
• Attach thia form to the front of the mailpiece, or on the back if space 
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Santa Fe Energy Operating Partners, L.P. 
i •-. .— • _ . 

, S*nur«PtcificExploritlonCvinp4H7 
Managing General Partner 

CERTIFIED MAIL - RETURN RFTF.TPT 

August 12, 1994 

Devisees of Dewey E. Sparger 
P.O. Box 1112 
Hobbs, New Mexico 88240 
ATTN: Ms. Linda Kay Armstrong 

Re: Offset Operator Notification 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM-4598-2 

Dear Ms. Armstrong: 

Enclosed is an Application for directional drilling and an unorthodox gas well location and 
directional drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy 
Operating Partners, L.P. regarding the S/2 of Section 18, Township 20 South, Range 34 East, 
N.M.P.M., Lea County, New Mexico. Santa Fe's records indicate that you are an offset operator 
or lessee. This matter has been scheduled for hearing on Thursday September 1, 1994 at 8:15 a.m. 
in Morgan Hall at the State Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. 
Failure to appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Parmer 

Curtis D. Smith, CPL 
Senior Landman 

By: 

CDS/efw 
1 End a/s 

EWP2026 

Central Division 
850 W. Texas, Suite 1330 
Midland. Texas 79701 
91S/687-3S81 





t • 
Santa Fe Energy Operating Partners, L.P. 

Suti Fe Ptdflc Exploration Company 
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 12, 1994 

Oryx Energy Company 
P.O. Box 2880 
Dallas, Texas 75221-2880 

ATTN: Mr. Allan Beers 

Re: Offset Operator Notification 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM-4598-2 

Gentlemen: 

Enclosed is an Application for directional drilling and an unorthodox gas well location and 
directional drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy 
Operating Partners, L.P. regarding the S/2 of Section 18, Township 20 South, Range 34 East, 
N.M.P.M., Lea County, New Mexico. Santa Fe's records indicate that you are an offset operator 
or lessee. This matter has been scheduled for hearing on Thursday September 1, 1994 at 8:15 a.m. 
in Morgan Hall at the State Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. 
Failure to appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Parmer 

Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
1 End a/s 

EWP2027 

Central Division 
SS0 W.Texas. Suite 1330 
Midland, Texas 79701 
913/687-3331 





x Santa Fe Energy Operating Partners, L.P. 
Saata Fe Pacific Exploration Company 
Managing General Partner 

CERTIFIED MAIL - RETURN RECEIPT 

August 12, 1994 

Anadarko Petroleum Company 
400 West Illinois 
Suite 1300 

Midland, Texas 79701 

ATTN: Land Dept. 
Re: Offset Operator Notification 

Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM-4598-2 

Gentlemen: 

Enclosed is an Application for directional drilling and an unorthodox gas well location and 
directional drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy 
Operating Partners, L.P. regarding the S/2 of Section 18, Township 20 South, Range 34 East, 
N.M.P.M., Lea County, New Mexico. Santa Fe's records indicate that you are an offset operator 
or lessee. This matter has been scheduled for hearing on Thursday September 1, 1994 at 8:15 a.m. 
in Morgan Hall at the State Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. 
Failure to appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

Curtis D. Smith, CPL 
Senior Landman 

CDS/efw 
1 End a/s 

EWP2028 
Central Division 
380 W.Texas. Suite 1330 
Midland, Texas 79701 
918/687-33S1 
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j \ Santa Fe Energy Operating Partners, L.P. 
.yj < _ . 
L / Saata Ft Pacific Exploration Company 

Managing General Partnar 

CERTIFIED MATT. - RETURN RECEIPT 

August 12, 1994 

Wallen Production Company 
1310 West Illinois Ave. 
Midland, Texas 79701 
ATTN: Mr. Walter Krug 

Re: Offset Operator Notification 
Sinagua "18" Fed Com #2 
Surface Location 
2041 FSL & 2171' FEL 
Bottom Hole Location 
1300' FSL & 1300' FEL 
Sec. 18: T-20-S, R-34-E 
Lea County, New Mexico 
SFEOP Cont. #NM-4598-2 

Gentlemen: 

Enclosed is an Application for directional drilling and an unorthodox gas well location and 
directional drilling filed at the New Mexico Oil Conservation Division by Santa Fe Energy 
Operating Partners, L.P. regarding the S/2 of Section 18, Township 20 South, Range 34 East, 
N.M.P.M., Lea County, New Mexico. Santa Fe's records indicate that you are an offset operator 
or lessee. This matter has been scheduled for hearing on Thursday September 1,1994 at 8:15 a.m. 
in Morgan Hall at the State Land Office Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. 
Failure to appear at that time will preclude you from contesting this matter at a later date. 

Yours truly, 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploration Company 

Managing General Partner 

Curtis D. Smith, CPL 
Senior Taml*"*" 

CDS/efw 
1 Encla/s 

EWP2029 

Cflfltnl Division 
MOW. teas. Suite 1330 
Midland. Tax— 79701 
915/687-3581 





Form 3160-5 FORM APPROVED 
J u n e m DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

SUNDRY NOTICES AND REPORTS ON WELLS 
Do not use this form for proposals to drill or to deepen or reentry to a different reservoir. 

Use "APPLICATION FOR PERMIT—" for such proposals 

Budget Bureau No. 1004-0135 
Expires: Match 31,1993 

J u n e m DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

SUNDRY NOTICES AND REPORTS ON WELLS 
Do not use this form for proposals to drill or to deepen or reentry to a different reservoir. 

Use "APPLICATION FOR PERMIT—" for such proposals 

5. Lease Designation and Serial No. 

LC-029512-C 

J u n e m DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

SUNDRY NOTICES AND REPORTS ON WELLS 
Do not use this form for proposals to drill or to deepen or reentry to a different reservoir. 

Use "APPLICATION FOR PERMIT—" for such proposals 

6. If Indian. Allottee or Tribe Name 

SUBMIT IN TRIPLICATE 
7. If Unit or CA. Agreement Designation 

1 Type oi Well 
1—1 OU fT^Gl i j — | 

I Well i5=5-Well 1 1 Other 

7. If Unit or CA. Agreement Designation 

1 Type oi Well 
1—1 OU fT^Gl i j — | 

I Well i5=5-Well 1 1 Other 
8. Well Name and No. 

Sinagua"18" Fed. Com.#2 2. Name ol Operator 

Santa Fe Energy Operating Partners, L.P. 

8. Well Name and No. 

Sinagua"18" Fed. Com.#2 2. Name ol Operator 

Santa Fe Energy Operating Partners, L.P. 9. API Well No. 

30-025-}. Address and Telephone No. 

550 W. Texas, Suite 1330, Midland, Texas 79701 

9. API Well No. 

30-025-}. Address and Telephone No. 

550 W. Texas, Suite 1330, Midland, Texas 79701 10. Field and Pool, or Exploratory Area 

Quail Ridge (Morrow) J Location ot Well (Footace. Sec.. T.. R.. M.. or Survey Description) 

(J) ,2041' FSL & 2171' FEL, Sec. 18, T-20S.R-34E 

10. Field and Pool, or Exploratory Area 

Quail Ridge (Morrow) J Location ot Well (Footace. Sec.. T.. R.. M.. or Survey Description) 

(J) ,2041' FSL & 2171' FEL, Sec. 18, T-20S.R-34E 11. County or Parish. State 

Lea Co., N.M. 

CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA 

TYPE OF SUBMISSION TYPE OF ACTION 

Notice of Intent 

O Subsequent Repon 

O Final Abandonment Notice 

• Abandonment 

n Recompletion 

O Plugging Back 

O Casing Repair 

CH Altering Casing 

D Other 

£ 2 Change of Plans 

New Construction 

Non-Routine Fracturing 

Water Shut-Off 

Conversion to Injection 

0 Dispose Water 
1 Note: Repon rciulu of miikiatfcomakuoaoaWell 
Comoietton or Rceompliim Repon and Lot form. I 

13. Describe Proposed or Completed Operanons (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting any propoaed work. If well is clirectionally driUec 
give subsurface locations and measured and true vertical depths for all markers and zones pertinent to this work.)* 

Santa Fe Energy Operating Partners, L.P. has moved the proposed surface location of the 
captioned w e l l to an established d r i l l i n g island with the Potash Enclave.We plan to d r i l l 
from a surface location of 2041' FSL & 2171' FEL (200' from the Dewey E. Sparger Fed. #1" 
and d i r e c t i o n a l d r i l l to a bottomhole location of 1300' FS".& EL at a. depth of 13,700'. 
We plan to k i c k - o f f at a depth of 5500', a. BUR of 2°/100* at an azimuth of 130° and b u i l t 
angle to ± 8° @ 5900' and maintain that angle and azimuth to a t o t a l depth of 13,700'. 
This plan w i l l generate a horizontal displacement of 1144' at an azimuth of 130° from the 
surface location. Attached i s copy of our d i r e c t i o n a l plan. 

seek 
We will^approval from the NMOCD for d r i l l i n g a d i r e c t i o n a l w e l l at a non-standard surfaci 
and bottomhole location. We w i l l also seek approval from Wallen Production to move and 
replace t h e i r surface flowline which exists over our proposed location. We w i l l also seei 
approval to dismantle the ex i s t i n g fence around the Dewey E. Sparger Fed. No.l w e l l whilt 
we d r i l l the proposed w e l l and re-erect the fence a f t e r the d r i l l i n g r i g i s moved from t l 
location. 

NEW MEXICO 
14. 1 hereby certify ihu the foregoing is Due and correct 

Signed . 

(This space for Federal or Slate office use; 

OIL CONSERVATION DIVISION 
Ti.u D iv i s i on D r i l l i n g Engineer ^pateAugust 14.1994. 

.EXHIBIT. 
Approved by 
Conditions of approval, if any: 

Title. 

CASE NO. WH 
Date. 

Tide 18 U.S.C. Section 1001. makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any false, fictitious or fraudulent saieme 
or repRsenaaons as to any matter within its jurisdiction. 

* S M instruction on Rovorso SUte 



Di'tricl I 
r<J llox 19X11. Ilnl,lx. NM 8H241-IV80 

District I I 

IX) Drawer UD, Artwia. NM 88211-0719 

Piilririlll 
KKH1 Rio lirazon Rd., Aztec. NM 87410 
District I V 
I t ) Box 2088, Santa Fc. NM 87504-2088 ' 

Slate of New Mexico 
l'.nrrjy, Mineral* & Nulural Kcaourcca Depurliiicnl 

OIL CONSERVATION DIVISION 
PO Box 2088 

Santa Fe, NM 87504-2088 

Form C-102 
Revised February 21, 1994 

Instructions on back 
Submit to Appropriate District Office 

Slate Lease - 4 Copies 
Fee Lease - 3 Copies 

• AMENDED REPORT 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
AI*I Number ' I'ool Code ' Tool Name 

Quail Ridge (Morrow) 

' I'rapcrty c0<Je ' Properly Name 

SINAGUA "18" FEDERAL COM. 

• Well Numlicr 

2 
' OGRII) No. ' Operator Name 

SANTA FE ENERGY OPERATING PARTNERS, L . P . 
* FJcvalinn 

3626.0 

1 0 Surface Location 
U I , or inl DO. 

J 
Section 

18 
Townsh ip 

20 S 
Range 

34 E 
l,ot I d n Feet f r om the 

204 1 
Nor l l i /Sou lh l ine 

SOUTH 
Feet f r o m l l i c 

2 171 
K a . i l / W a t l ine 

EAST 
County 

LEA 

" Bottom Hole Location I r Different From Surface 
U L or Inl no . 

P 

Section 

18 

T i m n ship 

20S 

KOI IRC 

34E 

Lot h l n Feel f r om l l ic 

1300' 

Nor th /South l ine 

South 

Keel fr i t in the 

1300' 

!£u«l/West l ine 

East 

County 

Lea 
" Dedicated Acres 

320 
" .Ioint I I r i n f i l l 

N 

1 4 Consol i t l i i l ion Code 

c 
" O rde r No . 

Not ye t i s s u e d . 

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED 
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION 



Tr.1 WI Ownership 

Division of Interest 
S/2 of Sec. 18,T-20s,R-34E 

Lea County, New Mexico 

Wl% ORRI% 
SE/4 NW/4, NE/4 SW/4, below 3706'; S/2 NE/4, below 3633', Lots 1,3,4, NE/4 NW/4, 
NE/4,SE/4 SW/4 

Sec. 18 

Tr.2 

SE/4 SE/4, below 3700' 

Sec. 18 

OXY USA.Inc. 98% 
Doyle Hartman, et al 2% 

100% 
Rovaltv Rovaltv % 

USA NM-13276 12.50% 

WI OwnershiD Wl% 

Tr.3 
NW/4 SE/4, below 3700'. 

Sec. 18 

OXY USA,lnc. 
Anadarko Pet. Corp 
Doyle Hartman, et al 
Culbertson Mngmt Trust 
Marshall & Winston 

Rovaltv 

USA LC-029512-A 

WI Ownership 

Roy G. Barton Trust 
United New Mexico Trust 
Dewey Sparger 
Sun Operating L.P. 
Marshall & Winston,et al 

Rovaltv 

Tr. 4 
NE/4 SE/4, SW/4 SE/4. 

USA LC-029512-C 

WI Ownership 

Sec. 18 OXY USA, Inc. 

Doyle Hartman, et al 
Marshall & Winston, et al 
Culbertson Mgmnt Trust 

Rovaltv 

76.67% 
16.66% 

6.67% 

100% 
Rovaltv % 

12.50% 

Wl% 

25% 
13% 
60% 

2% 

100% 
Rovaltv % 

12.50% 

W1% 

88% 
Anadarko Petroleum Corp. 10% 

2% 

100% 
Rovaltv % 

ORRI% 

0.50% 
7.50% 
8.00% 

ORRI% 

7.5% 
7.5% 

ORRI% 

7.5% 
0.3% 
7.8% 

USA LC-029512-A 12.50% 



WELLPATH DATA 

Sta. 

Num. 

I n c l . 

M.D. Angle 

Feet Deg. 

Azi. 

Angle 

Deg. 

Coordinates 

+N,-S +E.-W 

Feet Feet 

Vert. 

TVD Sec. 

Feet Feet 

Closure 

Dist. Dire. 

Feet Deg. 

Rate Change Total 

I n c l . Azi. D.L. TFO 

Deg/100 Ft Deg/100 Ft Deg. 

1 0 0 . 00 0 . 00 0 0 0 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

2 100 0 . 00 130.39 0 0 100 0 0 0 . 0 0. 00 0 . 00 0 . 0 0 

3 200 C . 00 130.39 0 0 200 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

4 300 C . 00 130.39 0 0 300 0 0 0. 0 0 . 00 0 . 00 o. 0 0 

5 400 c. oo 130.39 0 0 400 0 0 0 . 0 0 . 00 3 . oo 0 . 0 0 

6 500 0 . 00 130.39 0 0 500 0 0 0 . 0 0 . 00 3 . 00 0 . 0 0 

7 600 0.00 130.35 0 0 600 0 0 0 . 0 0 . 00 0 . 00 3 . 0 0 

8 700 0.00 130.39 0 0 700 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

9 800 0. 00 130.39 0 0 800 0 0 0 . 0 0 . 00 0. 00 0. 0 0 

10 900 0 . 00 130.39 0 0 900 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

11 1000 0.00 130.39 0 0 1000 0 0 0 . 0 0 . 00 0 . 00 0. 0 0 

12 1100 0 . 00 130.39 0 0 1100 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

13 1200 3 . 00 130.39 0 0 1200 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

14 1300 3 . 00 130.39 0 0 1300 0 0 0 . 0 0 . 00 3 . 00 0 . 0 0 

15 1400 0 . 00 130.39 0 0 1400 0 0 0. 0 0 . 00 0 . 00 0 . 0 0 

16 1500 0 . 00 130.39 0 0 1500 0 0 0. 0 0. 00 0 . 00 0 . 0 0 

17 1600 0 . 00 130.39 0 0 1600 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

18 1700 0 .00 130.39 0 0 1700 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

19 1800 0.00 130.39 0 0 1800 0 0 0 . 0 0. 00 0. 00 0. 0 0 

20 1900 0 . 00 130.39 0 0 1900 0 0 0 . 0 0 . 00 0. 00 0 . 0 0 

21 2000 0 . 00 130.39 0 0 2000 0 0 0. 0 0. 00 0 . 00 0. 0 0 

22 2100 0 . 00 130.39 0 0 2100 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

23 2200 0. 00 130.39 0 0 2200 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

24 2300 0.00 130.39 0 0 2300 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

25 2400 0 . 00 130.39 0 0 2400 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

26 2500 0 . 00 130.39 0 0 2500 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

27 2600 0 . 00 130.39 0 0 2600 0 0 0. . 0 0 . 00 0 . 00 0 . 0 0 

28 2700 0 .00 130.39 0 0 2700 0 0 0 . . 0 0. 00 0 . 00 0 . 0 0 

29 2800 0 . 00 130.39 0 0 2800 0 0 0 . . 0 0 . 00 0 . 00 0 . 0 0 

30 2900 0 . 00 130.39 0 0 2900 0 0 0 . . 0 0 . . 00 3 . 00 0 . 0 0 

31 3000 o. oo 130.39 0 0 3000 0 0 0 . 0 0 . 00 0 . . 00 0 . 0 0 

32 3100 0. 00 130.39 0 0 3100 0 0 0 . 0 0 . 00 0 . 00 0 . . 0 0 

33 3200 0.00 130.39 0 0 3200 0 0 0 .0 0 . 00 0 . .00 0. . 0 0 

34 3300 0.00 130.39 0 0 3300 0 0 0 . 0 0 . 00 0 . 00 0 . . 0 0 

35 3400 0 . 00 130.39 0 0 3400 0 0 0 . 0 0 . 00 0 . 00 0 . .0 0 

36 3500 o. oo 130.39 0 0 3500 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

37 3500 0 . 00 130.39 0 0 3600 0 0 0 . 0 0 .00 0 . 00 0 . 0 0 

38 3700 0 . 00 130.39 0 0 3700 0 0 0 . 0 0 .00 0 . 00 3 . 0 0 

39 3B00 0.00 130.39 0 0 3800 0 0 0 . 0 0 .00 0 . 00 0 . 0 0 

40 3900 0 . 00 130.39 0 0 3900 0 0 0 . 0 a . 00 0 . 00 0 . 0 0 

4 1 4000 0 . 00 130.39 0 0 4000 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

42 4100 0 . 00 130.39 0 0 4100 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

43 4200 3 . 00 130.39 0 0 4200 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

44 4300 0.00 130.39 0 0 4300 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

45 4400 o .oo 130.39 0 0 4400 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

46 4500 0 . 00 130.39 0 0 4500 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

47 4600 0 . 00 130.39 0 0 4600 0 0 0 . 0 0 . 00 0 .00 0 . 0 0 

48 4700 o. oo 130.39 0 0 4700 0 0 0 .0 0 . 00 0 .00 0 . 0 0 

49 4800 0 . 00 130.39 0 0 4800 0 0 0 .0 0 . 00 0 . 00 0 . 0 0 

50 4900 0 . 00 130.39 0 0 4900 0 0 0 .0 0 .00 0 . 00 0 . 0 0 



WELLPATH DATA 

Sta. 

Num. 

M.D. 

Feet 

I n c l . A z i . 

Angle Angle 

Deg. Deg. 

Coordinates 

+N.-S +E.-W TVD 

Feet Feet 

Vert. 

Sec. 

Feet Feet 

Closure Rate Change T o t a l 

D i s t . D i r e . I n c l . A z i . D.L. TFO 

Feet Deg. Deg/100 Ft Deg/100 Ft Deg. 

51 5000 0 . 00 130.39 0 0 5000 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

52 5100 0 . 00 130.39 0 0 5100 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

53 5200 0. 00 130.39 0 0 5200 0 0 0. 0 0. 00 0. 00 0. 0 0 

54 5300 0 . 00 130.39 0 0 5300 0 0 0 . 0 0 . 00 0. 00 0 . 0 0 

55 5400 

KOP, BUR 

0 . 

2 

00 130.39 0 0 5400 0 0 0 . 0 0. 00 0 . 00 0 . 0 0 

56 5500 0 . 00 130.39 0 0 5500 0 0 0 . 0 0 . 00 0 . 00 0 . 0 0 

57 5600 2 . 00 130.39 - 1 1 5600 2 2 130 . 4 2. 00 0 . 00 2 . 0 0 

58 5700 4 . 00 130 .39 -5 5 5700 7 7 130 . 4 2 . 00 0 . 00 2 . 0 0 

59 5800 6 . 00 130.39 -10 12 5799 16 16 130 . 4 2 . 00 0 . 00 2 . 0 0 

60 5900 

EOB, ANG 

8 . 

8 . 

00 

1 

130.39 -18 21 5899 28 28 130 . 4 2. 00 0 . 00 2 . 0 0 

61 5907 8 . 14 130.39 -19 22 5906 29 29 130. 4 2 . 00 0 . 00 2 . 2 0 

62 6007 8 . 14 130.39 -28 33 6005 43 43 130 . 4 0 . 00 0 . 00 0 . 0 0 

63 6107 3 . 14 130.39 -37 44 6104 57 57 130 . 4 0 . 00 0 . 00 0 . 0 0 

64 6207 3 . 14 130.39 -46 54 6203 71 71 130 . 4 0. 00 0 . 00 0 . 0 0 

65 6307 8 . . 14 130.39 -55 65 6302 85 85 130 . 4 0 . 00 0 . 00 0 . 0 0 

66 6407 8. . 14 130.39 -65 76 6 4 0 1 100 100 130 . 4 0 . 00 0 . 00 0 . 0 0 

67 6507 8 . . 14 130.39 -74 87 6500 114 114 130. 4 0. 00 0. 00 0 . 0 0 

68 6607 8 . . 14 130.39 -83 97 6599 128 128 130. 4 0 . 00 0 . 00 0 . 0 0 

69 6707 8 . .14 130.39 -92 108 6698 142 142 130. 4 0 . 00 0 . 00 0 . 0 0 

70 6807 8 . 14 130.39 - 1 0 1 119 6797 156 156 130 . 4 0 . 00 0 . 00 0 . 0 0 

71 6907 8 . 14 130.39 -110 130 6896 170 170 130. 4 0 . 00 0 . 00 0. 0 0 

72 7007 8 . 14 130.39 -120 1 4 1 6994 185 185 130. 4 0 . 00 0 . 00 0 . 0 0 

73 7107 3 . 14 130.39 -129 151 7093 199 199 130 . .4 0 . 00 0 . 00 0 . 0 0 

74 7207 8 . 14 130.39 -138 162 7192 213 213 130 . .4 0. 00 0. 00 0 . 0 0 

75 7307 8 . 14 130.39 -147 173 7 2 9 1 227 227 130. .4 0. .00 0 . 00 0 . 0 0 

76 7407 8 .14 130.39 -156 184 7390 241 2 4 1 130. , 4 0 . . 00 0 . 00 0 . 0 0 

77 7507 8 . 14 130.39 -165 195 7489 255 255 130 .4 0 . .00 0 . . 00 0 . 0 0 

78 7607 8 .14 130.39 -175 205 7588 270 270 130 .4 0 . . 00 0 . . 00 0 . 0 0 

79 7707 3 . 14 130.39 -184 216 7687 284 284 130 .4 0 . 00 0 . 00 0 . . 0 0 

80 7807 8 . 14 130.39 -193 227 7786 298 298 130 .4 0 . 00 0 . . 00 0 . . 0 0 

81 7907 8 .14 130.39 -202 238 7885 312 312 130 .4 0 . 00 0 . 00 0 . 0 0 

82 8007 8 . 14 130.39 -211 248 7984 326 326 130 .4 0 . 00 0 . 00 0 . 0 0 

83 8107 8 . 14 130.39 -221 259 8083 340 340 130 .4 0 . 00 0 . 00 0 . 0 0 

84 8207 8 . 14 130.39 -230 270 8182 354 354 130 .4 0 .00 0 .00 0 . 0 0 

85 8307 8 . 14 130.39 -239 2 8 1 8281 369 369 130 .4 0 . 00 0 . 00 0 . 0 0 

86 8407 8 . 14 130.39 -248 292 8380 383 383 130 .4 0 . 00 0 . 00 0 . 0 0 

87 8507 8 . 14 130.39 -257 302 8479 397 397 130 .4 0 . 00 0 . 00 0 . 0 0 

88 8607 8 . 14 130.39 -266 313 8578 4 1 1 4 1 1 130 .4 0 . 00 0 . 00 0 . 0 0 

89 8707 8 . 14 130.39 -276 324 8677 425 425 130 .4 0 .00 0 . 00 0 . 0 0 

90 8807 8 . 14 130.39 -285 335 8776 439 439 130 .4 0 . 00 0 . 00 0 . 0 0 

91 8907 8 . 14 130.39 -294 345 8875 454 454 130 .4 0 . 00 0 . 00 0 . 0 0 

92 9007 8 . 14 130.39 -303 356 8974 468 468 130 .4 0 . 00 0 . 00 0 . 0 0 

93 9107 8 . 14 130.39 -312 367 9073 482 482 130 .4 0 . 00 0 . 00 0 . 0 0 

94 9207 8 . 14 130.39 - 3 2 1 378 9172 496 496 130 .4 0 . 00 0 . 00 0 . 0 0 

95 9307 8 . 14 130.39 - 3 3 1 389 9271 510 510 130 .4 0 .00 0 . 00 0 . 0 0 

96 9407 8 . 14 130.39 -340 399 9370 524 524 130 .4 0 . 00 0 . 00 0 . 0 0 

97 9507 8 .14 130.39 -349 410 9469 539 539 130 .4 0 . 00 0 . 00 0 . 0 0 

98 9607 8 . 14 130.39 -358 4 2 1 9568 553 553 130 .4 0 .00 0 . 00 0 . 0 0 



WELLPATH DATA 

I n c l . Azi. Coordinates 

S t a . M. D. A n g l e A n g l e +N, -S -E, -W TVD 

Num. F e e t Deg. Deg. F e e t F e e t F e e t 

99 9707 8 .14 130 . 39 -367 432 9667 

100 9807 8 .14 130 . 39 -376 443 9766 

101 9907 3 .14 130. 39 -386 453 9865 

102 10007 8 .14 130. 39 -395 464 9964 

103 10107 8 .14 130. 39 -404 475 10063 

104 10207 8.14 130. 39 -413 486 10162 

105 10307 8 .14 130. 39 -422 496 1 0 2 6 1 

106 10407 8 .14 130 . 39 -432 507 10360 

107 10507 8 .14 130 . 39 - 4 4 1 518 10459 

108 10607 8 .14 130 . 39 -450 529 10558 

109 10707 8 .14 130 . 39 -459 540 10657 

110 10807 8 .14 130 . 39 -468 550 10756 

111 10907 8 . 14 130 . 39 -477 561 10855 

112 11007 8 . 14 130. 39 -487 572 10954 

113 11107 8 . 14 130 . 39 -496 583 11053 

114 11207 8 .14 130. 39 -505 593 11152 

115 11307 8 .14 130. 39 -514 604 1 1 2 5 1 

116 11407 8 .14 130. 39 -523 615 11350 

117 11507 8 .14 130. 39 -532 626 11449 

118 11607 8 .14 130 . 39 -542 637 11548 

119 11707 8 . 14 130. .39 - 5 5 1 647 11647 

120 11807 8 . 14 130. .39 -560 558 11746 

121 11907 8 .14 130 . .39 -569 669 11845 

122 12007 8 . 14 130 . .39 -578 680 11944 

123 12107 8 .14 130 . .39 -587 691 12043 

124 12207 8 .14 130. .39 -597 701 12142 

125 12307 8 .14 130. .39 -606 712 12241 

126 12407 8 .14 130 .39 -615 723 12340 

127 12507 8 .14 130 .39 -624 734 12439 

128 12607 8 .14 130 .39 -633 744 12538 

129 12707 8.14 130 .39 -643 755 12637 

130 12807 8 .14 130 .39 -652 766 12736 

131 12907 8 .14 130 .39 - 6 6 1 777 12835 

132 13007 8 . 14 130 .39 -670 788 12934 

133 13107 8 . 14 130 .39 -679 798 13033 

134 13207 8 . 14 130 .39 -688 809 13132 

135 13307 8 . 14 130 .39 -698 820 13231 

136 13407 8 . 14 130 .39 -707 831 13330 

137 13507 8 . 14 130 .39 -716 341 13429 

138 13607 8 . 14 130 .39 -725 852 13528 

139 13707 8 . 14 130 .39 -734 863 13627 

TD 

140 1 3 7 8 1 8 . 14 130 .39 -741 871 13700 

Vert. Closure Rate Change Total 

Sec. Dist. Dire. I n c l . Azi. D.L. TFO 

Feet Feet Deg. Deg/100 Ft Deg/100 Ft Deg. 

567 567 130 . .4 0 . 00 G . 00 0. . 0 0 

581 5 8 1 130. .4 3 . 00 0 . 00 0 . . 0 0 

595 595 130. 4 0 . 00 c. 00 0 . . 0 3 

609 609 130. 4 0 . 00 0 . 00 0 . 0 0 

623 623 130. .4 0 . 00 0 . 00 0 0 3 

638 638 130. 4 0 . 00 3 . 00 0 . 0 0 

652 652 130. 4 0 . 00 0 . 00 0 . 0 0 

666 666 130. .4 0 . 00 0 . 00 3 . . 0 0 

680 680 130. 4 0 . 00 0 . 00 3 . . 0 0 

694 694 130. 4 0 . 00 0 . 00 0 . . 0 0 

708 708 130. 4 0 . 00 0 . 00 3 . 0 0 

723 723 130. 4 0 . 00 0 . 00 3 . 0 0 

737 737 130 . 4 0 . 00 0 . 00 0 . 0 0 

751 751 130. 4 0 . 00 Q 00 3 . 0 0 

765 765 130 . 4 0 . 00 0 . 0 0 3 . 0 0 

779 779 130. 4 0 . 00 0 . 00 3 . 0 0 

793 793 13 0. .4 0 . 00 0 . 00 3 . 0 0 

808 808 130. 4 0 . 00 0 . 00 3 . 0 0 

822 822 130. .4 0 . 00 0 . 00 3 . 0 0 

836 836 130 . . 4 0 . 00 0 . 00 0 . . 0 0 

850 850 130 . .4 0 . . 00 0 . 00 0. . 0 0 

864 864 130. .4 0 . . 00 0 . 00 0. . 0 0 

878 878 130 . .4 0 . . 00 0 . 00 0 . . 0 0 

892 892 130 . .4 0 . . 00 0 . 00 0. . 0 0 

907 907 130 . .4 0 . . 00 0 . 00 0. . 0 0 

921 9 2 1 130 . .4 0. . 00 0 . 00 0. . 0 0 

935 935 130 .4 0. . 00 0 . 00 0. 0 0 

949 949 130 .4 0. . 00 0 . 00 0 . . 0 0 

963 963 130 .4 0 . 00 0 . 00 0 . 0 0 

977 977 130 .4 0 . 00 0 , 00 0 . 0 0 

992 992 130 .4 0 . 00 0 . 00 0. . 0 0 

1006 1006 130 .4 0. . 00 0 . 00 0 . 0 0 

1020 1020 130 .4 0 . 00 0 . 00 0. . 0 0 

1034 1034 130 .4 0 . 00 0 . . 00 0 . 0 0 

1048 1048 130 .4 0 . 00 0 . . 00 0 . 0 0 

1062 1062 130 .4 0 . 00 3 . . 00 0 . 0 0 

1076 1076 130 .4 0 . 00 0. . 00 0 . 0 0 

1091 1091 130 .4 0 . 00 0 . 00 0 . 0 0 

1105 1105 130 .4 0 .00 0 .00 0 . 0 0 

1119 1119 130 .4 0 . 00 0 . 00 0 . 0 0 

1133 1133 130 .4 0 . 00 0 . 00 0 . 0 0 

1144 1144 130 .4 0 . 00 0 . 00 0 . 0 0 







I HEREBY CERTIFY THAT THIS SURVEY 
WAS MADE UNDER MY SUPERVISION 
AND THAT THIS SURVEY AND PLAT 
MEET THE MINIMUM STANDARDS FDR 

SURVEYING IN NEW MEXICO. 

Laughlln-Sinnons of Texas 
muta DISTRICT trnct 
(915) 699-1238 
In State TOLL FREE ' 
1-M0-24J-30HB 
PH BOX 1757 
MJ9LAN& TEXAS 79702 

50 100 

SCALE - FEET 

200 

SANTA FE ENERGY OPERATING PARTNERS, LP. 
SINAGUA "18" FEDERAL COM. No. 2 

400' x 400' GRID AND T0P0 

LOCATION: 2041' FSL & 2171' FEL 
SEC. 18, T 20 S, R 34 E 

LEA COUNTY, NEW MEXICO 

date. JULY 27, 1994 scale. 1 "=80' 



COUNTY ROAD 

EXISTING LEASE ROAD 

PROPOSED NEW ROAD 

9 Laughlin-Slmmons 
ol Tut* 

MIDLAND DISTRICT OFFICE 
(913) 699-1238 
(91S) 699-8706 
la SC*t» Toll FT**: 
1-800-262-3028 
P.O. BOX 1757 
MIDLAND, IX 79702 

SANTA FE ENERGY OPERATING 
PARTNERS, L.P. 

SINAQUA "18" FEDERAL COM. No. 2 

PROPOSED ACCESS' 

LEA COUNTY, NEW MEXICO 

date: 3-31-94 scale: l"= 2 00 0' 



R 34 E 

T 
20 
S 

PROPOSED LOCATION 

MIDDLE MORROW PRODUCER 

8FER LEASEHOLD 

ONE MLE 

LEA, SOUTH AREA 

SINAGUA PROSPECT 
LEA CO., NEW MEXICO 

ISOPACH MAP 
MIDDLE MORROW NET SAND D 0 2 10% 

GEOL MIKE DILU 
C.I. 10* 
DATE: 8 -15-94 

SIN—HEAR.DWG XX 



R 34 E 

PROPOSED LOCATION 

8FER LEASEHOLD 

•SINAGUA* SAND PRODUCER 

ONE MLE 

Santa Fe Energy Resources. Inc. 
CENTRAL DIVISION 
MIDLAND, TEXAS 

LEA, SOUTH AREA 

SINAGUA PROSPECT 
LEA CO., NEW MEXICO 

ISOPACH MAP 
LOWER MORROW 'SINAGUA' SAND 

D 0 > 10% 

GEOL MIKE DILU 
C.I. 5* 
DATE; 8 -15-94 

SIN-HEAR.DWG XX 


