
Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North A" Street 
Building 2 Suite 120 
Midland. Texas 79705 
915 686-8235 
Fax 915/686-7806 

December 20, 1999 

Conoco, Inc. 
10 Desta Drive, Suite 100 
Midland, TX 79705 

Attention: Carl E. Sherrill 

According to a recent take-off it appears that Conoco is the owner of a leasehold 
interests under the captioned lands. Nearburg Exploration Company, L. L. C, proposes to 
purchase a Term Assignment from Conoco on these lands for the cash consideration of $200 
per net acre ($10,000) for a two year primary term. Conoco would deliver a 78% net 
revenue interest. 

Please review this offer and contact me at the letterhead address and phone number 
if you have any interest in a trade. Thanks for your consideration. 

Re: T-18-S, R-28-E 
Section 19: SE/4 SE/4; 
Section 29: W/2 NW/4; 
Section 30: E/2 NE/4 
Eddy County, New Mexico 
Pathfinder Prospect 

Dear Carl: 

Yours truly, 

Mark Wheeler 
Senior Landman 

/cmw: pathfinder(conocoX 1 m) 

BEFORE THE OIL CONSERVATION DIVISION 
Santa Fe, New Mexico 

CaseNo. 12415 Exhibit No. 3 
Submitted by: 

Nearburg Exploration Company, L.L.C. 
Heal ing Date: June 1,2000 



Nearburg Exploration Company, L.L.C. 

0 G 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Louis Dreyfus Gas Holdings, Inc. 
Quail Springs Corporate Park 
14000 Quail Springs Parkway #600 
Oklahoma City, Oklahoma 73134 

Re: Pathfinder "29" State Com. # 1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIE D MAIL - RETURN RECEIPT REQUESTED 

Yates Petroleum Corporation 
105 S. Fourth St. 
Artesia, New Mexico 88210 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North 'A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Marathon Oil Company 
P. O. Box 552 
Midland, Texas 79702 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Marbob Energy Corporation 
P. O. Box 227 
Artesia, New Mexico 88211 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Pitch Energy Corporation 
P. O. Box 304 
Artesia, New Mexico 88211 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be: of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Mewbourne Oil Company 
P. O. Box 7698 
Tyler, Texas 75711 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 

3300 North "A" Street 

Building 2, Suite 120 

Midland, Texas 79705 

915/686-8235 

Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Laura Jones 

C/O Paul Slayton 
P. O. Box 2035 
Roswell, New Mexico 88202 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate coA/er letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

EOG Resources, Inc. 
P. O. Box 2267 
Midland, Texas 79702 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddy County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

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

Re. Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Western Reserves Oil Company 
306 Building ofthe Southwest 
Midland, Texas 79701 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 200(1 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Harvard Petroleum Corporation 
P. O. Box 936 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' MOITOW well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dvv 
end. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland. Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

J. P. White, Jr. 
P. O. Box 874 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 200(1 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Robert J. Leonard 
P. O. Box 400 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

Mafrk Wheeler, CPL 
Senior Landman 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland. Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Phelps White 
P. O. Box 874 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "4" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686 7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Bean Family Limited Company 
P O. Box 1738 
Roswell, New Mexico 88202 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen. 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Dora L. McKnight 
P. O. Box 1738 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddy County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

I f we can be of further assistance, please advise. 

Yours very truly, 

MW/dvv 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686- 7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECED7T REQUESTED 

New Mexico Western Minerals, Inc. 
P. O. Box 1738 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddy County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A"Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Elk Oil Company 
P. O. Box 310 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Mafc Wheeler, CPL 
Senior Landman 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 

3300 North "A" Street 

Building 2, Suite 120 

Midland, Texas 79705 

915/686-8235 

Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

John M. Kelly 
P. O. Box 310 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686- 7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Tom P. White 
P. O. Box 533 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. # 1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

M&rk Wheeler, CPL 
Senior Landman 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland. Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Cheryl W. Derrick 
P. O. Box 533 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland. Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Theodore P. White 
P. O. Box 533 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Roy G. Barton 
1919 N.Turner 
Hobbs, New Mexico 88240 

Re: Pathlinder "29" State Com. #1 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathlinder Prospect 

Gentlemen: 

Mafk-Wheeler, CPL 
Senior Landman 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686- 7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

The Anderson-Malone Trust u/t/a 12/5/91 
P. O. Box 87 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Earl L. Malone, MD 
2501 Cortez Court 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddy County, New Mexico 
Pathfinder Prospect 

Gentlemen. 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint (Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North ' A" Street 
Building 2, Swte 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Charles F. Malone, 
Living Trust u/t/a/ 8/1/87 
P. O. Drawer 700 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North -A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 200(1 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Jean A Eaton 
5921 S. Datura Court 
Littleton, Colorado 80120 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
end. 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A"Street 
Building 2. Suite 120 
Midland. Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 7, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Baynard W. Malone, as Trustee 
of the Elizabeth A. Malone 
Testamentary Trust f/b/o Edna M. Schwarz 
P. O. Box 87 
Roswell, New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County. New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 

MW/dw 
encl. 



Nearbura Producing Company Page 2 of 2 
Exploration and Production 

Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980" FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY,DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6700 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 

tmt# 

0 i 
- $ 

** i 

0 0 

Surface Csg 400 Ft@ 24.00 $/Ft tmt# 9,600 

i 
- $ 

** i 
0 9,600 

Intermediate Csg 2,900 F t© 14.00 $/Ft <^'" 40,600 

** 

0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft 0 ** 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft iu 0 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft 0 -- n 

- **4 0 0 
Production Liner 0 Ft @ 0.00 $/Ft **' 0 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft ** 0 35,100 35,100 
Rods 0 Ft@ 0.00 $/Ft 0 0 0 
Artificial Lift Equipment aw 0 , 0 0 
Tank Battery -** 0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO 0 * 12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 ' % 11,500 14,000 
Subsurface Well Equipment 0 

' % 
6,148 6,148 

Flow Lines 0 13,250 13,250 
Saltwater Disposal Pump 0 0 0 
Gas Meter 0 1,484 1,484 
Lact Unit 0 tut.)* 0 0 
Vapor Recovery Unit ** 0 0 0 
Other Well Equipment 0 0 0 
ROW and Damages 0 2,650 2,650 
Surface Equipment Installation Costs 0 

uttrtt 

9,540 9,540 
Elect. Installation ** 0 uttrtt . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPC APPROVAL '""mm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ „ y 

APPROVED BY: y d ^ ^ ^ r ^ c r -

APPROVED.BY: ^ ^ ^ ^ j 

WI APPROVAL: COMPANY 

/ 1 

J . P. Wh i te , J r . 0.781250% 

BY 

TITLE 

DATE 

•,«SW. . M t n 



Nearburg Producing Company Page 2 of 2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY,DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT \ tm COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 ** 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft 9,600 i ** 0 9,600 
Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 i ** 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft 0 ** 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft ** 0 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft mm 0 ** 0 0 
Production Liner 0 Ft @ 0.00 $/Ft 0 umsst 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 mm 35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft 0 0 0 
Artificial Lift Equipment w 0 . m.w 0 0 
Tank Battery 0 tuts* 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO m 0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 \ ***** 11,500 14,000 
Subsurface Well Equipment 0 6,148 6,148 
Flow Lines 0 i...m*u.. 13,250 13,250 
Saltwater Disposal Pump %* 0 mim 0 0 
Gas Meter */ 0 ; 1,484 1,484 
Lact Unit ** 0 0 0 
Vapor Recovery Unit ** 0 uaj t f f 0 0 
Other Well Equipment *# 0 mm 0 0 
ROW and Damages 0 2,650 2,650 
Surface Equipment Installation Costs *t 0 m.s0 9,540 9,540 
Elect. Installation 0 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY N e W M e x i c 0 Western M i n e r a l s , I n c . 0.390625% 

BY \ ^ ^ > w X t w Ss . ^ X C x / x — 

TITLE ^ T X S L g J y . y ^ ^ 

DATE ^ - V O - ^ O f t O 

N.M. WESTERN MINERALS INC. I n c l u d i n g Dora L A * W ^ 
P.O. BOX 1738 McKnight i n t e r e s t T o t a l 

ROSWELL, NM 88202-1738 



Nearburg Producing Company Paoeiof2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6700 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: *>vt TO CSG PT 
: v. v"- .c-v .• 

COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft *»* 221,540 
: v. v"- .c-v .• 

0 221,540 

Drilling Daywork 2 2 5,800 $/day jmtot 12,296 :, iS 12,296 24,592 
Drilling Turnkey tttt« 0 ; < i < 0 0 

Rig Mobilization and Demobilization 0 < **** 0 0 

Road & Location Expense mm 20,935 •> -. 2,120 23,055 
Damages mtat 5,000 0 5,000 
Directional Drilling - Tools and Service mat 0 

• • 
0 0 

Drilling Fluids 37,100 

• • 
0 37,100 

Fuel, Power, and Water mm 15,900 0 15,900 
Supplies - Bits 0 795 795 
Supplies - Casing Equipment M M 2,226 4,240 6,466 
Supplies - Liner Equipment VtJM 

«**r! 

0 0 0 
Supplies - Miscellaneous 

VtJM 

«**r! 0 0 0 
Cement and Cmt Services - Surface Csg 4,240 '< V ' 0 4,240 
Cement and Cmt Services - Int Csg i 12,720 

'< V ' 
0 12,720 

Cement and Cmt Services - Prod. Csg 0 -\ **to 
' -

mm 
•. ^ A V „ A 

21,200 21,200 
Cement and Cmt Services - Other | 0 

-\ **to 
' -

mm 
•. ^ A V „ A 

0 0 
Rental - Drilling Tools and Equipment 0 

-\ **to 
' -

mm 
•. ^ A V „ A 

0 0 
Rental - Misc. mm 20,140 

-\ **to 
' -

mm 
•. ^ A V „ A 

3,180 23,320 
Testing - Drill Stem / Production a*tu 4,770 2,650 7,420 
Open Hole Logging m*xi 31,800 v*t - 0 31,800 
Mudlogging Services 11,925 «* 0 11,925 
Special Services , mM 0 **<» 

. 
E 

0 0 
Plug and Abandon u n in*'.' 12,000 

**<» 
. 

E (12,000) 0 
Pulling and/or Swabbing Unit SW •' 0 15,264 15,264 
Reverse Equipment #C Ji 0 5,300 5,300 
Wireline Services m*4 0 19,080 19,080 
Stimulation *> 0 

<\ *• 
12,720 12,720 

Pump / Vacuum Truck Services vm 0 
<\ *• 

6,075 6,075 
Transportation 2,120 mm 2,650 4,770 
Tubular Goods - Inspection & Testing mj» 0 Iflf.t!^ 5,300 5,300 
Unclassified wtMt 530 iff** 0 530 
Telephone and Radio Expense 954 vrm 

mn* 

318 1,272 
Engineer / Geologist / Landman 22,500 

vrm 

mn* 

3,000 25,500 
Company Labor - Field Supervision mtu-i 15,900 

vrm 

mn* 6,500 22,400 
Contract Labor / Roustabout 1,590 • *W 

tftbti" 
*• ^ jmm 

9,540 11,130 
Legal and Professional Service 5,000 

• *W 
tftbti" 

*• ^ jmm 
0 5,000 

Insurance 6,121 0 6,121 
Overhead mm 7,000 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 
Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 | 657.839 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6700 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 9,600 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft i 0 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft 0 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft 0 *t 0 0 
Production Liner 0 Ft @ 0.00 $/Ft 0 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft 

-**•'' 
0 0 0 

Artificial Lift Equipment \ 
** 

0 0 0 
Tank Battery * I 0 **** 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO 0 

w « 
' « » 

12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 w « 

' « » 

11,500 14,000 
Subsurface Well Equipment 0 

w « 
' « » 6,148 6,148 

Flow Lines 0 

w « 
' « » 

13,250 13,250 
Saltwater Disposal Pump ##, 0 '• *MJt1t 0 0 
Gas Meter 0 

•.' V ' \ 

1,484 1,484 
Lact Unit 0 

•-•> 
0 0 

Vapor Recovery Unit 0 0 0 
Other Well Equipment 0 0 0 
ROW and Damages 0 2,650 2,650 
Surface Equipment Installation Costs *f % 0 9,540 9,540 
Elect. Installation 0 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

mm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ „ „ y 

APPROVED BY: fc APPROVEDfiv- < ^ £ P * s \ f / / 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Yates Petroleum Corpora t ion 11.284725% 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980'FNL & 660'FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft an nr 

'mum 
0 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 
an nr 

'mum 9,600 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft ,-' *% 
Wi* 40,600 o - A-. 

*- 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft 

,-' *% 
Wi* 

0 ** 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft 0 110,000 110,000 

Protection Uner 0 Ft@ 0.00 $/Ft 0 
s>" \ 
,> **ti, 0 0 

Production Liner 0 Ft @ 0.00 $/Ft 0 0 0 

Tubing 10,800 Ft@ 3.25 $/Ft 0 "mm 35,100 35,100 
Rods 0 F t ® 0.00 $/Ft ** 0 0 0 
Artificial Lift Equipment 0 0 0 
Tank Battery 0 MttU 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO 0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 ***** 11,500 14,000 
Subsurface Well Equipment *t 0 6,148 6,148 
Flow Lines ** 0 UK** 13,250 13,250 
Saltwater Disposal Pump W 0 mttr 0 0 
Gas Meter 0 1,484 1,484 
Lact Unit 0 > WMIT 0 0 
Vapor Recovery Unit 0 0 0 
Other Well Equipment XT 0 mm 0 0 
ROW and Damages **- 0 2,650 2,650 
Surface Equipment Installation Costs 

**• 
0 'www 9,540 9,540 

Elect Installation 0 . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

mm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ ^ y 

APPROVED BY: / O v ^ ^ C - l * ' ^ ^ " fc APPROVED.BX-

Wl APPROVAL: COMPANY 
M a r a t h o n O i l Company 

BY 

TITLE 

9.982638% 

DATE 



Nearburg Producing Company Page 2 of 2 

Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft 9,600 ** 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 ** 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 0 0 0 

Production Csg 11,000 Ft @ 10.00 $/Ft 0 110,000 110,000 
Protection Uner 0 Ft @ 0.00 $/Ft mm 0 ** 0 0 
Production Uner 0 Ft @ 0.00 $/Ft - ^\ 0 uttsii 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 mm 35,100 35,100 
Rods 0 Ft@ 0.00 $/Ft X, 0 \ ^«#^Mr 0 0 
Artificial Lift Equipment w 0 : m.s# 0 0 
Tank Battery * • ' 0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO xt 0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 11,500 14,000 
Subsurface Well Equipment *f 0 6,148 6,148 
Flow Lines Xt 0 utLtu 13,250 13,250 
Saltwater Disposal Pump Xf 0 •mtn 0 0 
Gas Meter %r 0 msA 1,484 1,484 
Lact Unit %4 0 ttrnttr 0 0 
Vapor Recovery Unit ' *# 0 tout* 0 0 
Other Well Equipment , W V 0 mm 0 0 
ROW and Damages •*t 0 ' 'mw 2,650 2,650 
Surface Equipment Installation Costs %t 0 , mx» 9,540 9,540 
Elect Installation *4 0 . • 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPROVAL 

PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM 

APPROVED BY: 

APPROVED_gE-

WI APPROVAL: COMPANY 

BY 

TITLE 

Marbob Energy Corpora t ion 7.8125% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000" 
LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 ** 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft 9,600 ** 0 9,600 
Intermediate Csg 2,900 F t © 14.00 $/Ft M J J 40,600 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft 0 0 0 
Production Csg 11,000 F t © 10.00 $/Ft 0 110,000 110,000 
Protection Uner 0 Ft @ 0.00 $/Ft 0 : ' * V s* 0 0 
Production Liner 0 Ft © 0.00 $/Ft ** 0 ' » ' i *mtu 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 35,100 35,100 
Rods 0 F t © 0.00 $/Ft *r 0 0 0 
Artificial Lift Equipment *f 0 s 0 0 
Tank Battery »* 0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO w 0 12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 s ittHMr 

tfftfrXr 

11,500 14,000 
Subsurface Well Equipment *}' 0 

s ittHMr 

tfftfrXr 6,148 6,148 
Flow Lines 0 13,250 13,250 
Saltwater Disposal Pump " XT'' 0 :- mttr 0 0 
Gas Meter ** 0 

tss ss 

1,484 1,484 
Lact Unit 0 

. » , S 

11 MAsM* 0 0 
Vapor Recovery Unit 0 0 0 
Other Well Equipment 0 0 0 
ROW and Damages 0 MTKf 

. s#s * " 
2,650 2,650 

Surface Equipment Installation Costs 0 
MTKf 

. s#s * " 

9,540 9,540 
Elect Installation id 1 0 ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPROVAL mm:" 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ „ „ , 

APPROVED BY: / ^ ^ ^ f ^ ^ e . 

APPROVED_BY- j , ^ ^ <*<^>*Zy \ 

WI APPROVAL: COMPANY 

BY 

TITLE 

Pi tch Energy Corporation 7.8125% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 -V % 
:"tft -

0 0 
Surface Csg 400 Ft @ 24.00 $/Ft 9,600 ** 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 
** 

0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft 0 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft 0 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft itmtm 0 ** 0 0 
Production Liner 0 Ft @ 0.00 $/Ft *t 0 OM <Ii 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 35,100 35,100 
Rods 0 Ft@ 0.00 $/Ft ** 0 ••"mi*: 0 0 
Artificial Lift Equipment 0 s4> - - -••m.w- 0 0 
Tank Battery ** 0 ttttOt 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO V 0 12,720 12,720 
* Well Head Equipment & Christmas Tree * » 2,500 a » M > 11,500 14,000 
Subsurface Well Equipment - w 0 6,148 6,148 
Flow Lines * t 0 13,250 13,250 
Saltwater Disposal Pump 0 0 0 
Gas Meter ; 0 1,484 1,484 
Lact Unit *t : 0 0 0 
Vapor Recovery Unit ** 0 tmto* 0 0 
Other Well Equipment 0 0 0 
ROW and Damages 0 2,650 2,650 
Surface Equipment Installation Costs 0 9,540 9,540 
Elect Installation Xt 0 tsttftt ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Mewbourne O i l Company 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft mtei 0 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 9,600 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft mm 0 •%4 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft 0 aust 110,000 110,000 

Protection Liner 0 Ft @ 0.00 $/Ft •mm 0 ** 0 0 
Production Liner 0 Ft @ 0.00 $/Ft ** 0 " » 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft • Wf" 0 mm 35,100 35,100 
Rods 0 Ft@ 0.00 $/Ft *f • 0 \ mm 0 0 
Artificial Lift Equipment w 0 HHtm~ 0 0 
Tank Battery ** 0 mm 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO M 0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree mJUr 2,500 « a » 11,500 14,000 
Subsurface Well Equipment %f 0 tats? 6,148 6,148 
Flow Lines ** 0 mPf 13,250 13,250 
Saltwater Disposal Pump m 0 mux 0 0 
Gas Meter ** 0 1,484 1,484 
Lact Unit w 0 0 0 
Vapor Recovery Unit ** 0 mm 0 0 
Other Well Equipment *r 0 mm 0 0 
ROW and Damages 0 mtv 2,650 2,650 
Surface Equipment Installation Costs w 0 mm 9,540 9,540 
Elect Installation ** 0 . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPC APPROVAL ; 

PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM 

APPROVED BY: 

APPROVED^ C C5 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Laura Jones 6.25% 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980" FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: #H TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft MB.** 0 ** 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 
MB.** 

9,600 
V * ^ 

0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft W J ) 40,600 ** 
** 

0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft tx v. 0 
** 
** 0 0 

Production Csg 11,000 Ft @ 10.00 $/Ft %*, 0 'mm 110,000 110,000 

Protection Liner 0 Ft @ 0.00 $/Ft mm 0 »*. 0 0 
Production Liner 0 Ft @ 0.00 $/Ft 0 mm 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft **• 0 " mm 35,100 35,100 
Rods 0 F t ® 0.00 $/Ft 0 1 mm 0 0 

Artificial Lift Equipment *f 0 mm 0 0 
Tank Battery *'f*t '- 0 mm 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO 0 jrt *$ 12,720 12,720 
"Well Head Equipment & Christmas Tree mW 2,500 mtm 11,500 14,000 
Subsurface Well Equipment , **\ 0 \ mt# 6,148 6,148 
Flow Lines ** 0 13,250 13,250 
Saltwater Disposal Pump 0 0 0 
Gas Meter 0 • mm 1,484 1,484 
Lact Unit 0 m.m 0 0 
Vapor Recovery Unit Hi* 0 total 0 0 
Other Well Equipment 0 ••mm 0 0 
ROW and Damages *t 0 M t J W 2,650 2,650 
Surface Equipment Installation Costs *t 0 mttt 9,540 9,540 
Elect Installation .** 0 mm . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

EOG Resources, Inc. 1.367188% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: - ( M M , TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft /wieiw 9,600 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft M B / * 40,600 \', X 

• * 
0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 0 ,»V* '< 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft ** 0 S" -'' 110,000 110,000 
Protection Uner 0 Ft @ 0.00 $/Ft 0 -V 

K **«.-. 

tmsu 

0 0 

Production Uner 0 Ft @ 0.00 $/Ft 0 

-V 

K **«.-. 

tmsu 
0 0 

Tubing 10,800 Ft@ 3.25 $/Ft 0 

-V 

K **«.-. 

tmsu 

35,100 35,100 
Rods 0 Ft@ 0.00 $/Ft *t 0 tHkMr 0 0 
Artificial Uft Equipment SW 0 0 0 
Tank Battery *t 0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO 0 12,720 12,720 
* Well Head Equipment & Christmas Tree jmfit 2,500 aOLMT 11,500 14,000 
Subsurface Well Equipment 0 'mxir 6,148 6,148 
Flow Lines Xt 0 13,250 13,250 
Saltwater Disposal Pump %* 0 .. 

"' tmmr 
0 0 

Gas Meter %* 0 

•̂̂ •. 
1,484 1,484 

Lact Unit 0 ttttstr 0 0 
Vapor Recovery Unit Xt 0 0 0 
Other Well Equipment * r ' 0 0 0 
ROW and Damages %r 0 2,650 2,650 
Surface Equipment Installation Costs 

**• 
0 9,540 9,540 

Elect Installation Xt 0 . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

Robert J . Leonard 1.171875% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000" 
LOCATION: 1,980' FNL 8L 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: #»« TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 V 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft 9,600 *# 0 9,600 
Intermediate Csg 2,900 Ft @ 14.00 $/Ft 

•o* " 
, m-$* 40,600 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 
•>' ", 

m,y#. 0 *f 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft ' .V° 

t ? 

'''Vmtim* 

0 "mm 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft 

' .V° 
t ? 

'''Vmtim* 0 v 0 0 
Production Liner 0 Ft @ 0.00 $/Ft -*> , 0 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft ** 0 35,100 35,100 
Rods 0 Ft@ 0.00 $/Ft 0 *mm 0 0 
Artificial Lift Equipment 0 0 0 
Tank Battery ** 0 E Min 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO w 0 (fffim- 12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 y*#m 11,500 14,000 
Subsurface Well Equipment ** 0 6,148 6,148 
Flow Lines fr 0 fSttttf 13,250 13,250 
Saltwater Disposal Pump XC 0 •J f « • 0 0 
Gas Meter %* 0 1,484 1,484 
Lact Unit -if- 0 mm 0 0 
Vapor Recovery Unit ** 0 4tMJJ* 0 0 
Other Well Equipment xc 0 ' mm 0 0 
ROW and Damages **- 0 m**> 2,650 2,650 
Surface Equipment Installation Costs *r 0 mm 9,540 9,540 
Elect Installation ** 0 ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

Western Reserves O i l Company 0.781250% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: *m TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft mm 0 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft tmjw 9,600 ** 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft uetia 40,600 ** 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft W W 0 m 0 0 
Production Csg 11,000 Ft @ 10.00 $/Ft . ** 0 '• mm 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft mm 0 *** 0 0 
Production Liner 0 Ft @ 0.00 $/Ft 0 mu-u 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft « 0 &%mim' 35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft ** 0 0 0 
Artificial Lift Equipment *t 0 'mm 0 0 
Tank Battery ' "#* . 0 - *> * 7-

mm 
10,600 10,600 

Separators/Heater Treater/Gas Units/FWKO ^ * *• * , 
, **" 

0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree 2,500 m** 11,500 14,000 
Subsurface Well Equipment *t" 0 mm 6,148 6,148 
Flow Lines ,** 0 ^•.•:'•.^ifj£4i?'^^ 13,250 13,250 
Saltwater Disposal Pump w 0 'mm 0 0 
Gas Meter *r 0 <• 

mm 
1,484 1,484 

Lact Unit 0 matt 0 0 
Vapor Recovery Unit 0 mm 0 0 
Other Well Equipment **\ 0 $&?mmt' 0 0 
ROW and Damages *r 0 mm 2,650 2,650 
Surface Equipment Installation Costs Zt - 0 mm 9,540 9,540 
Elect Installation 0 • 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

mmmmovAL 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ y, y . s 

APPROVED BY: / d ^ L ^ ! ^ ^ R 

APPROVED_BY- , ^ ^ ^ / f 7 

WI APPROVAL: COMPANY Harvard Petroleum Corpora t ion 0.781250% 

BY 

TITLE 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980'FNL & 660'FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: (tm TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft - mt» 0 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft 9,600 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 

*• , 
0 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft \*k 0 ' 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft mm 0 0 0 
Production Liner 0 Ft @ 0.00 $/Ft 0 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 i ' 35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft ** 0 -mm 0 0 
Artificial Lift Equipment: 0 imxtt 

« » 
0 0 

Tank Battery - ^ , 
** 0 

imxtt 

« » 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO *« 0 mm 

?• •> 
'•• mm!-

srtsr 

12,720 12,720 
* Well Head Equipment & Christmas Tree - mm 2,500 

mm 
?• •> 

'•• mm!-
srtsr 

11,500 14,000 
Subsurface Well Equipment xt 0 

mm 
?• •> 

'•• mm!-
srtsr 6,148 6,148 

Flow Lines 0 •mit 13,250 13,250 
Saltwater Disposal Pump 

: **< 

0 • ;-mm 0 0 
Gas Meter : **< 0 atm 1,484 1,484 
Lact Unit *t 0 mm 0 0 
Vapor Recovery Unit ** 0 0 0 
Other Well Equipment -'!'£s 0 0 0 
ROW and Damages %* 0 mm 2,650 2,650 
Surface Equipment Installation Costs >*}" 0 

mm 
9,540 9,540 

Elect Installation - ** 0 mMt . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY P h e l p s W h i t e 0.390625% 

BY 

TITLE 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY F O R E X P E N D I T U R E 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: tett 

•r-vms# 

TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 

tett 

•r-vms# 
0 - 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 

tett 

•r-vms# 9,600 

-
0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft Mt*or 40,600 ** 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 
Mt*or 

0 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft 0 '1mm 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft 

•• >/., 
mm 

0 

\~mw 
,i 

0 0 
Production Liner 0 Ft @ 0.00 $/Ft 0 \~mw 

,i 
0 0 

Tubing 10,800 Ft@ 3.25 $/Ft 0 
\~mw 
,i 35,100 35,100 

Rods 0 Ft @ 0.00 $/Ft 0 -mm 0 0 
Artificial Lift Equipment 

m 

0 0 0 
Tank Battery 

m 

0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO m 0 , mm 

mm 

12,720 12,720 
* Well Head Equipment & Christmas Tree mt» 2,500 

, mm 

mm 11,500 14,000 
Subsurface Weil Equipment *t 0 

\*. 
mtm 6,148 6,148 

Flow Lines 0 tmrt 13,250 13,250 
Saltwater Disposal Pump 0 W W 0 0 
Gas Meter 0 a * j * 1,484 1,484 
Lact Unit 0 mm 0 0 
Vapor Recovery Unit 0 •• -

mm 0 0 
Other Well Equipment 0 mm 0 0 
ROW and Damages 0 mi* 2,650 2,650 
Surface Equipment Installation Costs 0 i mm 9,540 9,540 
Elect Installation ** 0 vum ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

UPC APPROVAL DATE 

PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM . ^ „ y 

APPROVED BY: X ^ t ^ g J ^ ^ ^ 

APPROVEDSH ^ . - ^ ^ ^ ^ T * ^ \ TVT/O 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Bean Family L i m i t e d Company 0.390625% 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980" FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: mt TO CSG PT mt COMPLETION TOTAL WELL 

Conductor Casing 0 Ft@ 0.00 $/Ft mm 0 - ** 0 0 

Surface Csg 400 F t © 24.00 $/Ft 'mm 9,600 \ ** 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft mitt 40,600 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft ttwm 0 ': ??m™' 0 0 

Production Csg 11,000 F t © 10.00 $/Ft 0 mm 110,000 110,000 
Protection Uner 0 Ft © 0.00 $/Ft mm 0 0 0 
Production Uner 0 Ft © 0.00 $/Ft ** 0 tOtili 0 0 
Tubing 10,800 F t © 3.25 $/Ft V 0 mm- 35,100 35,100 
Rods 0 F t © 0.00 $/Ft Xf 0 W M 0 0 
Artificial Lift Equipment w 0 f mm 0 0 
Tank Battery ** 0 t mat 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO V 0 

fmm 12,720 12,720 
* Well Head Equipment & Christmas Tree •taut 2,500 •.mm 11,500 14,000 
Subsurface Well Equipment aw 0 "'mm 6,148 6,148 
Flow Lines #< 0 mm 13,250 13,250 
Saltwater Disposal Pump Xt 0 mm 0 0 
Gas Meter V 0 1,484 1,484 
Lact Unit ' W 0 mm 0 0 
Vapor Recovery Unit 0 mm 0 0 
Other Well Equipment X4, 0 ' mm 0 0 
ROW and Damages 0 mm 2,650 2,650 
Surface Equipment Installation Costs 0 mm 9,540 9,540 
Elect Installation Xt 0 mm 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

mmmmmw • •mmm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ „ y . • 

APPROVED BY: /%^C^%£sl4se. 

APPROVED_BX_ [ r/7/0 

WI APPROVAL: COMPANY Dora L . McKnight 0.390625% 

BY 

TITLE 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000" 
LOCATION: 1,980" FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: •• m* TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft mm 0 ' ** ^ 0 0 

Surface Csg 400 F t ® 24.00 $/Ft I f ™ 
•ymm 

9,600 0 9,600 

Intermediate Csg 2,900 F t ® 14.00 $/Ft mm 
% ? v 1 

40,600 ** 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 
mm 

% ? v 1 0 0 0 

Production Csg 11,000 F t © 10.00 $/Ft 

mm 
% ? v 1 

0 ...mm 110,000 110,000 

Protection Liner 0 Ft © 0.00 $/Ft 0 **. 0 0 
Production Liner 0 Ft © 0.00 $/Ft 0 * mm 0 0 

Tubing 10,800 F t © 3.25 $/Ft 0 f'"mm 35,100 35,100 

Rods 0 F t © 0.00 $/Ft *r 0 0 0 

Artificial Lift Equipment ,9f • 0 mm 0 0 
Tank Battery 

• 
0 mot 10,600 10,600 

Separators/Heater Treater/Gas Units/FWKO g*r 0 mm 12,720 12,720 
'Well Head Equipment & Christmas Tree 2,500 mm 11,500 14,000 
Subsurface Well Equipment *t 0 .'''mm 6,148 6,148 
Flow Lines 0 mm 13,250 13,250 
Saltwater Disposal Pump X* 0 mm 0 0 
Gas Meter X* 0 mm 1,484 1,484 
Lact Unit 

?K*: 

** 0 m*ir 0 0 
Vapor Recovery Unit 

SW; 
*t 0 '•mm 0 0 

Other Well Equipment 0 mm 0 0 
ROW and Damages 0 mm 2,650 2,650 
Surface Equipment Installation Costs ** 0 mm 9,540 9,540 
Elect Installation ** 0 earn . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

HPC APPROVAL mw'" 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ „ „ y 

. /• 
APPROVED BY: /do^L^^A^^r' 

APPROVEDjiv- < : < ^ s ^ ( r/7/0 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

New Mexico Western M i n e r a l s , I n c . 0.390625% 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: 
Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 F t ® 24.00 $/Ft 
Intermediate Csg 2,900 F t ® 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 F t ® 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft @ 3.25 $/Ft 
Rods 0 F t ® 0.00 $/Ft 
Artificial Uft Equipment 
Tank Battery 
Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Unes 
Saltwater Disposal Pump 
Gas Meter 
Lact Unit 
Vapor Recovery Unit 
Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 

Elect Installation 

ESTIMATED TOTAL TANGIBLES 

ESTIMATED TOTAL WELL COSTS 

i /* *' 

mm 

•• nw,tyt£ 

X* 

%t 

Xt 

^ • • < j . 
s ^ 

s 

"* 
«*»! 
Xt 

Xt 

Nt 
% Xt 

fr-
| | | ( 

xt 

TO CSG PT 

9,600 
40,600 

2,500 

52,700 

574,438 

- \ v X 

*• vxt&t 
"mm 
mm 

- mm 
* wtw 

-mW 
* mm 

mm 
mm 

':• m&x-
oat" 

mm 
' mm-

COMPLETION 

110,000 

35,100 

10,600 
12,720 

11,500 
6,148 

13,250 

1,484 

2,650 

9,540 

212,992 

349,093 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

'H$@B§M&OVAL i l l H i l l 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ y . • 

APPROVED BY: / % ^ * & ^ * 5 ^ ^ — ' 

APPROVEDJY\5-^^r' <^^SZ^/ I 

WI APPROVAL: COMPANY 

BY 

TITLE 

Elk Oil Company 0.390625% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL. NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: mp TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 

mp 

0 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 9,600 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft ""mm 40,600 0 40,600 

Protection Csg 0 F t @ 0.00 $/Ft {mm 0 0 0 

Production Csg 11,000 F t @ 10.00 $/Ft 0 'mm 110,000 110,000 

Protection Uner 0 Ft @ 0.00 $/Ft 0 
\ - i , 

**~» 0 0 

Production Uner 0 Ft @ 0.00 $/Ft * 0 0 0 

Tubing 10,800 F t @ 3.25 $/Ft 
* 

0 
% V 

: "fiMm- 35,100 35,100 

Rods 0 F t @ 0.00 $/Ft 0 < 
'mm 

0 0 

Artificial Lift Equipment f " 1 

0 mjint 0 0 

Tank Battery 0 mxu 10,600 10,600 

Separators/Heater Treater/Gas Un'rts/FWKO 0 m>» 12,720 12,720 

* Well Head Equipment & Christmas Tree mm 2,500 « < • 

mm 

11,500 14,000 

Subsurface Well Equipment 0 

« < • 

mm 6,148 6,148 

Flow Lines "•is s 

** 0 
'•.-Aj; 

\ mm 13,250 13,250 

Saltwater Disposal Pump 0 mn 0 0 

Gas Meter i *" •* 
m 

0 mm 1,484 1,484 
Lact Unit 0 

ly >. 

'mm 0 0 

Vapor Recovery Unit *> 0 mm 0 0 

Other Well Equipment % *r 0 mm 0 0 

ROW and Damages XT 0 2,650 2,650 

Surface Equipment Installation Costs 0 mtv 9,540 9,540 
Elect Installation ** .' 0 «um . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

John M. K e l l y 0.390625% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: **' TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 
,•*•<- ' 
mm 

""i"X-
mm 

ft 
Z 

0 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 

,•*•<- ' 
mm 

""i"X-
mm 

ft 
Z 

9,600 ' s 0 9,600 
Intermediate Csg 2,900 Ft @ 14.00 $/Ft 

,•*•<- ' 
mm 

""i"X-
mm 

ft 
Z 

40,600 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft 

,•*•<- ' 
mm 

""i"X-
mm 

ft 
Z 

0 : >$\fg 
; £m -h 

0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft m 0 mm 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft 0 0 0 
Production Liner 0 Ft @ 0.00 $/Ft »>..;'*" 0 «»m 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 

-mm 

35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft **- 0 -mm 0 0 
Artificial Lift Equipment ** 0 0 0 
Tank Battery ** 0 ' m*& 10,600 10,600 
Separators/Heater Treater/Gas Un'rts/FWKO 

s > * 

** 0 
••'-^ ' 
mm 12,720 12,720 

* Well Head Equipment & Christmas Tree '"mm 2,500 - \ •« 11,500 14,000 
Subsurface Well Equipment 

<, ' 
*f. 0 mm 6,148 6,148 

Flow Lines - ** 0 min 13,250 13,250 
Saltwater Disposal Pump W* 0 mm 0 0 
Gas Meter *r 0 $ — 

Mm 1,484 1,484 
Lact Unit 

"**• 
0 mm 0 0 

Vapor Recovery Unit * t 0 4otsn 0 0 
Other Well Equipment 0 mm 0 0 
ROW and Damages ** 0 2,650 2,650 
Surface Equipment Installation Costs 0 - mm 9,540 9,540 
Elect Installation " * 0 jotm . • 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

tt$@MMBROVAL 

PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ „ y . • 

APPROVED BY: / ^ s ^ i ^ ^ ^ S a 

APPROVED3V' . -"""^ ^ ^ Z r 1 

WI APPROVAL: COMPANY 

BY 

TITLE 

Tom P. White 0.260425% 

DATE 



Nearbura Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000" 

LOCATION: 1,980' FNL & 660* FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK- Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL. NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft@ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 
Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 
Vapor Recovery Unit 

Other Well Equipment 
ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 

ESTIMATED TOTAL TANGIBLES 

ESTIMATED TOTAL WELL COSTS 

amiet 

i l l 
l i 

** 

&> 

sw **• 
*4 

TO CSG PT 

9,600 
40,600 

2,500 

52,700 

574,438 

mm 

'mvtf 

"•mm 

mo* 

<> 

•mi* 

4&J» 

COMPLETION 

110,000 

35,100 

10,600 

12,720 
11,500 

6,148 

13,250 

1,484 

2,650 
9,540 

212,992 

349,093 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

mmmmmm 

• 
mm 

PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ „ , 

. /• 
APPROVED BY: 

APPROVED_BX_ 

WI APPROVAL: COMPANY 

BY 

TITLE 

Cheryl W. Derrick 0.260413% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980" FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: f t TO CSG PT I m* - COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft 9,600 0 9,600 

Intermediate Csg 2,900 Ft © 14.00 $/Ft ><* 
***** 

40,600 0 40,600 
Protection Csg 0 Ft © 0.00 $/Ft 0 0 0 
Production Csg 11,000 F t © 10.00 $/Ft 0 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft 0 0 0 
Production Liner 0 Ft @ 0.00 $/Ft 0 tOfSMf 0 0 
Tubing 10,800 F t © 3.25 $/Ft - * r 0 35,100 35,100 
Rods 0 F t © 0.00 $/Ft - xt« 0 0 0 
Artificial Lift Equipment X* 0 m,m 0 0 
Tank Battery X* 0 tttttu 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO " 0 12,720 12,720 
* Well Head Equipments Christmas Tree 2,500 U M 11,500 14,000 
Subsurface Well Equipment ^ x t ' 

x<- -
0 6,148 6,148 

Flow Lines 
^ x t ' 

x<- - 0 Mia 13,250 13,250 
Saltwater Disposal Pump 0 0 0 
Gas Meter 0 1,484 1,484 
Lact Unit xt 0 tot .** ' 0 0 
Vapor Recovery Unit *t • 0 0 0 
Other Well Equipment ** 0 0 0 
ROW and Damages *t 0 2,650 2,650 
Surface Equipment Installation Costs xt 0 9,540 9,540 
Elect Installation - X*" 0 . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

uMmmftovAL ' ' ' ' iJillll 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM . ^ , . • 

APPROVED BY: y ^ L ^ L ^ ^ ^ a " fc APPROVEDJY- ̂  - S ^ r ^ / 

WI APPROVAL: COMPANY 

BY 

TITLE 

Theodore P. White 0.260413% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000" 

LOCATION: 1,980" FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: tottt TO CSG PT tcrt COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 'imt& 0 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft M M * 9,600 

•• ** ' 
0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 ** 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 0 : s t° & 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft 0 : mm 110,000 110,000 

Protection Liner 0 Ft @ 0.00 $/Ft mm 0 ** 0 0 
Production Liner 0 Ft @ 0.00 $/Ft 

"< J. •• 
0 « » 

• mm 

'^mm 

0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 0 

« » 
• mm 

'^mm 
35,100 35,100 

Rods 0 Ft@ 0.00 $/Ft %* 0 

« » 
• mm 

'^mm 0 0 
Artificial Lift Equipment ** 0 « 

mm 

0 0 
Tank Battery - f - 0 

« 

mm 

10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO Xt 0 

« 

mm 12,720 12,720 
* Well Head Equipment & Christmas Tree " Jmut 2,500 11,500 14,000 
Subsurface Well Equipment „ 0 \/mm 6,148 6,148 
Flow Lines ** 0 ma. 13,250 13,250 
Saltwater Disposal Pump SW 0 mm 0 0 
Gas Meter * f 0 mm 1,484 1,484 
Lact Unit */ 0 

*• < \ 
: 

0 0 
Vapor Recovery Unit 0 0 0 
Other Well Equipment Xt 0 mm- 0 0 
ROW and Damages Xf 0 

. / > < , „ 

2,650 2,650 
Surface Equipment Installation Costs *f 0 mm 9,540 9,540 
Elect Installation * t 0 mm ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ ^ / . s 

APPROVED BY: / d ^ i ^ ^ y ^ ^ fc A P P R O V E D j y - ^ - ^ T ^ < ^ = i ^ ^ 7 

WI APPROVAL: COMPANY 

BY 

TITLE 

Roy G. Bar ton 0.195313% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY F O R E X P E N D I T U R E 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000" 

LOCATION: 1,980" FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY, DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: mt TO CSG PT ••"»% 
• -"m 

COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 ••"»% 
• -"m 

0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 9,600 
••"»% 
• -"m 

0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 

;•>••' 
'mil* 

40,600 

••"»% 
• -"m 

0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft 0 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft %* 0 •• mm 110,000 110,000 

Protection Liner 0 Ft @ 0.00 $/Ft 0 

— 

0 0 
Production Uner 0 Ft @ 0.00 $/Ft *> 0 — 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft 

*> 
0 

— 
35,100 35,100 

Rods 0 Ft @ 0.00 $/Ft 

xt 

0 0 0 
Artificial Lift Equipment xt 0 :':':':1Uti3&' 0 0 
Tank Battery 0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO 0 : mm- 12,720 12,720 
* Well Head Equipment & Christmas Tree ,mm 

" xt? 

2,500 11,500 14,000 
Subsurface Well Equipment 

,mm 
" xt? 0 mm 6,148 6,148 

Flow Lines - ** " 0 mm 13,250 13,250 
Saltwater Disposal Pump 0 s mm 0 0 
Gas Meter 0 ,m$* 1,484 1,484 
Lact Unit Xf 0 0 0 
Vapor Recovery Unit *« 0 0 0 
Other Well Equipment 

**• 
0 mm 0 0 

ROW and Damages Xt 0 r mm 2,650 2,650 
Surface Equipment Installation Costs , xt < 0 mm 9,540 9,540 
Elect Installation 0 UttJtf ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPOAPPROVAL mmm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ y 

APPROVED BY: A ^ L ^ ^ ^ ^ ^ fc APPROVED£Y ^-«^" ^ ^ ^ ^ [ 

The Anderson-Malone T rus t u / t / a 12/5/91 0.195313% 
WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: 
'AS 

' mm 

mm 
xr 

-.-.mm 
s 

-m 

-
xt 

*> 
, Xt, 

mm 
Xf 

Xt 

w 
i . / 

if/ 
Xf 

Xt 

X*' 

XT 

Xt 

xt 

TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 

'AS 

' mm 

mm 
xr 

-.-.mm 
s 

-m 

-
xt 

*> 
, Xt, 

mm 
Xf 

Xt 

w 
i . / 

if/ 
Xf 

Xt 

X*' 

XT 

Xt 

xt 

0 0 0 Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 

'AS 

' mm 

mm 
xr 

-.-.mm 
s 

-m 

-
xt 

*> 
, Xt, 

mm 
Xf 

Xt 

w 
i . / 

if/ 
Xf 

Xt 

X*' 

XT 

Xt 

xt 

9,600 

** 

mm 

W M T 

A-
'^itmm 
-<*•- 1 
«#*» 

mm 
mm 

-mittf 

mt* 

i mm 
tottn 

mm 
'mm\ 
mm 
tot-m 

0 9,600 
Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 40,600 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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mm 
tot-m 

0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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110,000 110,000 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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35,100 35,100 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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10,600 10,600 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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12,720 12,720 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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11,500 14,000 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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6,148 6,148 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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13,250 13,250 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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1,484 1,484 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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0 0 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 
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2,650 2,650 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 

'AS 

' mm 

mm 
xr 

-.-.mm 
s 

-m 

-
xt 

*> 
, Xt, 

mm 
Xf 

Xt 

w 
i . / 

if/ 
Xf 

Xt 

X*' 

XT 

Xt 

xt 

0 

** 

mm 

W M T 

A-
'^itmm 
-<*•- 1 
«#*» 

mm 
mm 

-mittf 

mt* 

i mm 
tottn 

mm 
'mm\ 
mm 
tot-m 

9,540 9,540 

Conductor Casing 0 Ft @ 0.00 $/Ft 
Surface Csg 400 Ft @ 24.00 $/Ft 
Intermediate Csg 2,900 F t © 14.00 $/Ft 
Protection Csg 0 Ft @ 0.00 $/Ft 
Production Csg 11,000 Ft @ 10.00 $/Ft 
Protection Uner 0 Ft @ 0.00 $/Ft 
Production Uner 0 Ft @ 0.00 $/Ft 
Tubing 10,800 Ft@ 3.25 $/Ft 
Rods 0 Ft @ 0.00 $/Ft 
Artificial Lift Equipment 
Tank Battery 

Separators/Heater Treater/Gas Units/FWKO 
* Well Head Equipment & Christmas Tree 
Subsurface Well Equipment 
Flow Lines 

Saltwater Disposal Pump 
Gas Meter 
Lact Unit 

Vapor Recovery Unit 

Other Well Equipment 

ROW and Damages 

Surface Equipment Installation Costs 
Elect Installation 

'AS 

' mm 

mm 
xr 

-.-.mm 
s 

-m 

-
xt 

*> 
, Xt, 

mm 
Xf 

Xt 

w 
i . / 

if/ 
Xf 

Xt 

X*' 

XT 

Xt 

xt 0 

** 

mm 

W M T 

A-
'^itmm 
-<*•- 1 
«#*» 

mm 
mm 

-mittf 

mt* 

i mm 
tottn 

mm 
'mm\ 
mm 
tot-m .' 0 0 

ESTIMATED TOTAL TANGIBLES 

ESTIMATED TOTAL WELL COSTS 

52,700 212,992 265,692 ESTIMATED TOTAL TANGIBLES 

ESTIMATED TOTAL WELL COSTS 

ESTIMATED TOTAL TANGIBLES 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPROVAL mm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ ^ y 

APPROVED BY: y & ^ & ^ ^ t r fc APPROVEDj«v- , ^""^ < ^ r ^ ' / ^ ( Y/y/r. 
" / ' 

E a r l L . Malone, MD 0.195313% 
WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: m* TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft © 0.00 $/Ft m«t 0 Xt 0 0 

Surface Csg 400 Ft © 24.00 $/Ft «mtt> 9,600 xt 0 9,600 

Intermediate Csg 2,900 F t© 14.00 $/Ft mtee 40,600 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft mm 0 xt 0 0 

Production Csg 11,000 Ft © 10.00 $/Ft Xf 0 B a m 110,000 110,000 

Protection Uner 0 Ft © 0.00 $/Ft mm 0 xt 0 0 
Production Uner 0 Ft @ 0.00 $/Ft xt 0 mm 0 0 
Tubing 10,800 F t © 3.25 $/Ft Xt 0 .mm. 35,100 35,100 
Rods 0 F t © 0.00 $/Ft '- Xt% 0 mm 0 0 
Artificial Lift Equipment xt 0 B B S * 0 0 
Tank Battery xt 0 t mtu 10,600 10,600 

Separators/Heater Treater/Gas Units/FWKO '> 0 mt* 12,720 12,720 
* Well Head Equipment & Christmas Tree I'mttr 2,500 aam 11,500 14,000 
Subsurface Well Equipment xt 0 6,148 6,148 
Flow Lines *t 0 ' 'mitt 13,250 13,250 
Saltwater Disposal Pump 0 t* miur 0 0 
Gas Meter xt 0 "'&$& 1,484 1,484 
Lact Unit xt 0 mm 0 0 
Vapor Recovery Unit xt 0 mm 0 0 
Other Well Equipment xt 0 •"•jmm 0 0 
ROW and Damages Xt 0 2,650 2,650 
Surface Equipment Installation Costs %vxt" 0 9,540 9,540 
Elect Installation *t 0 .,..,msft... 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Charles F. Malone, L iv ing Trust u / t / a 8/1/97 0.195313% 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: tett TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 1%m*x 0 s *ifM 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft mm 9,600 ** 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft m t i a 40,600 %* 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft "mm 0 *t 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft *r 0 aKteti; 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft mm 0 * t 0 0 
Production Liner 0 Ft @ 0.00 $/Ft ** 0 :$mmi 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft x* 0 mm 35,100 35,100 

Rods 0 Ft @ 0.00 $/Ft m 0 B M . 0 0 
Artificial Lift Equipment 0 '"mM 0 0 
Tank Battery 0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO ^x*" 0 ••mm\ 12,720 12,720 
* Well Head Equipment & Christmas Tree mm 2,500 \ m$* 11,500 14,000 
Subsurface Well Equipment *, 0 mm 6,148 6,148 
Flow Lines ** 0 tot tit 13,250 13,250 
Saltwater Disposal Pump N * r 0 mtti\ 0 0 
Gas Meter r* 0 mm 1,484 1,484 
Lact Unit "*f 0 mm} 0 0 
Vapor Recovery Unit ** 0 jutjn 0 0 
Other Well Equipment 0 msm'l 0 0 
ROW and Damages ** 0 2,650 2,650 
Surface Equipment Installation Costs ** 0 mmt 9,540 9,540 
Elect Installation '%*' 0 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

Read & Stevens, I n c . 0.195313% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: 0Ott TO CSG PT mt COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft m»m 0 * r 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 9,600 

•%* 
0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft *Mite 40,600 ** 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft , mm 0 : -.*r " 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft - *r 0 mm 110,000 110,000 

Protection Liner 0 Ft @ 0.00 $/Ft 0 0 0 

Production Liner 0 Ft @ 0.00 $/Ft *. 0 mm 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft ' SW', 0 &m&mf 

35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft * f - 0 ••••mm 0 0 

Artificial Lift Equipment * t 0 , - 0 0 

Tank Battery 0 mm 10,600 10,600 

Separators/Heater Treater/Gas Units/FWKO Ysw 0 'mm 12,720 12,720 
* Well Head Equipment & Christmas Tree 'mm- 2,500 O S M t 11,500 14,000 
Subsurface Well Equipment *r\ 0 6,148 6,148 
Flow Lines * t 0 - mm 13,250 13,250 
Saltwater Disposal Pump ' SW 0 urnn 0 0 
Gas Meter ** 0 1,484 1,484 
Lact Unit *f 0 imm 0 0 
Vapor Recovery Unit *> 0 0 0 
Other Well Equipment mi- 0 mm 0 0 
ROW and Damages %* 0 $imim& 2,650 2,650 
Surface Equipment Installation Costs *r 0 -'•miie 9,540 9,540 
Elect Installation Xt 0 m-m . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS . 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPHOVAL mmr 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ „ y 

APPROVED BY: / d ^ ^ L ^ ^ ^ R " fc APPROVED^- ^—^ < ^ ^ ^ 1 

WI APPROVAL: COMPANY 

BY 

TITLE 

Jean A. Eaton 0.130208% 

DATE 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY F O R E X P E N D I T U R E 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: tnt TOCSGPT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft ® 0.00 $/Ft mm 0 i ' - 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft tmt0 9,600 1,5. 0 9,600 

Intermediate Csg 2,900 F t © 14.00 $/Ft 40,600 Xt 0 40,600 

Protection Csg 0 Ft © 0.00 $/Ft 0 Xt 0 0 

Production Csg 11,000 F t© 10.00 $/Ft *v 0 BffftJW 110,000 110,000 

Protection Liner 0 Ft © 0.00 $/Ft mm 0 Xt 0 0 

Production Uner 0 Ft © 0.00 $/Ft "%t 0 0 0 

Tubing 10,800 F t © 3.25 $/Ft , W 0 35,100 35,100 

Rods 0 F t © 0.00 $/Ft 

**• 
0 mm 0 0 

Artificial Lift Equipment xt 0 mstt- 0 0 
Tank Battery 0 tOttft 10,600 10,600 

Separators/Heater Treater/Gas Units/FWKO Xt 0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree mm 2,500 mm 11,500 14,000 
Subsurface Well Equipment Xf 0 mm 6,148 6,148 
Flow Unes Xt 0 uttmt 13,250 13,250 
Saltwater Disposal Pump m 0 mm 0 0 
Gas Meter xt 0 mm. 1,484 1,484 
Lact Unit xt 0 mttr 0 0 
Vapor Recovery Unit * t 0 nam 0 0 
Other Well Equipment « r 0 mm 0 0 

ROW and Damages 0 mm 2,650 2,650 
Surface Equipment Installation Costs Xf 0 mm 9,540 9,540 
Elect Installation * t 0 mtm . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPROVAL ""MM"" 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ ^ ^ • . • 

APPROVED BY: y d o ^ ^ ^ c ^ ^ R fc APPROVEPffY- < ^ ^ * ^ r ( 

B a y n a r d W. M a l o n e 
of the E l i z a b e t h A. Malone Testamentary Trus t f / b / o 
Edna M. Schwarz 0.065105% 

WI APPROVAL COMPANY 

BY 

TITLE 

DATE 



Nearburg Producing Company page 1 of 2 
Exploration and Production 

Dallas.Texas OC '. fcOL^Ull C 

AUTHORITY FOR EXPENDITURE ^ r-n^oD 
< " L ' 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000" 

LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 %t 0 221,540 

Drilling Daywork 2 2 5,800 $/day mm 12,296 :->:*:MGAF: 12,296 24,592 

Drilling Turnkey m& 0 mm- 0 0 

Rig Mobilization and Demobilization mttti 0 m«t 0 0 

Road & Location Expense mm 20,935 mm 2,120 23,055 

Damages rnrnt 5,000 mm 0 5,000 

Directional Drilling - Tools and Service mm 0 mm 0 0 

Drilling Fluids * * « r 37,100 mm- 0 37,100 

Fuel, Power, and Water mm 15,900 mm 0 15,900 

Supplies - Bits m,m- 0 a s * 795 795 

Supplies - Casing Equipment mm 2,226 " mw 4,240 6,466 

Supplies - Liner Equipment mu 0 met 0 0 

Supplies - Miscellaneous mm 0 mm 0 0 

Cement and Cmt Services - Surface Csg m#s 4,240 

•** 
0 4,240 

Cement and Cmt Services - Int Csg mm 12,720 ** 0 12,720 

Cement and Cmt Services - Prod. Csg 

** •• 
0 mitt 21,200 21,200 

Cement and Cmt. Services - Other mm 0 mm 0 0 

Rental - Drilling Tools and Equipment •mm 0 mitt 0 0 
Rental - Misc. mm 20,140 • mm- 3,180 23,320 
Testing - Drill Stem / Production mm 4,770 \ mm 2,650 7,420 

Open Hole Logging ¥ » * » 31,800 : m ' 0 31,800 

Mudlogging Services mttn 11,925 V 0 11,925 

Special Services mm 0 ; "mm 0 0 

Plug and Abandon milt 12,000 mm (12,000) 0 

Pulling and/or Swabbing Unit ** 0 \ mor 15,264 15,264 

Reverse Equipment m 0 5,300 5,300 

Wireline Services mm 0 m*t 19,080 19,080 
Stimulation ** 0 mm 12,720 12,720 

Pump / Vacuum Truck Services • mm> 0 mm 6,075 6,075 
Transportation 4tMUS 2,120 mtnt 2,650 4,770 

Tubular Goods - Inspection & Testing mm 0 mm 5,300 5,300 
Unclassified W W 530 sane 0 530 

Telephone and Radio Expense 954 mm 318 1,272 
Engineer / Geologist / Landman tmt» 22,500 MttKt 3,000 25,500 

Company Labor - Field Supervision mm 15,900 mm 6,500 22,400 

Contract Labor / Roustabout mm 1,590 mm\ 9,540 11,130 

Legal and Professional Service mm 5,000 mm 0 5,000 

Insurance ISM m 6,121 » « 0 6,121 
Overhead mm 7,000 mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT : m>&. COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 0 221,540 

Drilling Daywork 2 2 5,800 $/day mn* 12,296 12,296 24,592 

Drilling Turnkey mm 0 mm 0 0 

Rig Mobilization and Demobilization mult 0 m«f 0 0 

Road & Location Expense mm 20,935 mm 2,120 23,055 

Damages m*r 5,000 tucm 0 5,000 

Directional Drilling - Tools and Service mav 0 mm 0 0 

Drilling Fluids < 37,100 ; mj» 0 37,100 

Fuel, Power, and Water m*» 15,900 mm 0 15,900 

Supplies - Bits m*, 0 mm 795 795 

Supplies - Casing Equipment mm 2,226 mm 4,240 6,466 

Supplies - Liner Equipment mM 0 umfi 0 0 

Supplies - Miscellaneous -mm 0 \ mm 0 0 

Cement and Cmt Services - Surface Csg 4,240 ** 0 4,240 

Cement and Cmt Services - Int Csg mm 12,720 X* 0 12,720 

Cement and Cmt Services - Prod. Csg ** . 0 21,200 21,200 

Cement and C m t Services - Other mm 0 mm 0 0 
Rental - Drilling Tools and Equipment mm 0 '"mm 0 0 
Rental - Misc. mm 20,140 mm 3,180 23,320 
Testing - Drill Stem / Production mm 4,770 mitt 2,650 7,420 

Open Hole Logging mm 31,800 , m 0 31,800 

Mudlogging Services mit» 11,925 ••'At 0 11,925 

Special Services mm> 0 
•q&&$gi$t& 

m» 0 0 
Plug and Abandon mm 12,000 l mm (12,000) 0 

Pulling and/or Swabbing Unit rn" 0 mw 15;264 15,264 

Reverse Equipment 0 mm 5,300 5,300 

Wireline Services 0 mm 19,080 19,080 

Stimulation *> 0 mm 12,720 12,720 

Pump / Vacuum Truck Services mm 0 mm 6,075 6,075 

Transportation •mm. 2,120 mm 2,650 4,770 

Tubular Goods - Inspection & Testing mm 0 mm 5,300 5,300 

Unclassified W W 530 mm" 0 530 

Telephone and Radio Expense 954 -/mm 318 1,272 

Engineer / Geologist / Landman mm 22,500 mm 3,000 25,500 

Company Labor - Field Supervision mm. 15,900 mm 6,500 22,400 

Contract Labor / Roustabout Sjm*r 1,590 mm 9,540 11,130 

Legal and Professional Service mm 5,000 0 5,000 

Insurance mm 6,121 mm 0 6,121 

Overhead 7,000 mm 3,500 10,500 

SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) « 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: test TO CSG PT #** 

• 5 5 HS 

COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft Mstot 

',tmm 

0 
#** 

• 5 5 HS 
0 0 

Surface Csg 400 Ft @ 24.00 $/Ft 
Mstot 

',tmm 9,600 

#** 

• 5 5 HS 
0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 
* * t* 

40,600 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft 

/•'̂  -
0 Xf ' 0 0 

Production Csg 11,000 Ft@ 10.00 $/Ft Xt 0 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft 0 Xt 0 0 
Production Uner 0 Ft @ 0.00 $/Ft '** 0 mstt 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft SW, 0 

rmm 35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft xt/ 0 mm 0 0 
Artificial Lift Equipment xt 0 '/'•'•••ttttittf'- 0 0 
Tank Battery Xt 0 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO 

S K 5W 0 m 12,720 12,720 
* Well Head Equipment & Christmas Tree mm 2,500 -'mm 11,500 14,000 
Subsurface Well Equipment Xt 0 "mm 6,148 6,148 
Flow Lines ft 0 mm 13,250 13,250 
Saltwater Disposal Pump X*" 0 -mttf 0 0 
Gas Meter Xt 0 O B 3ft 1,484 1,484 
Lact Unit X f : 0 0 0 
Vapor Recovery Unit X* 0 itmm 0 0 
Other Well Equipment SW • 0 . mm 0 0 
ROW and Damages Xf 0 mm 2,650 2,650 
Surface Equipment Installation Costs Xf 0 mm 9,540 9,540 
Elect Installation Xt 0 mm • 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Bean Family L i m i t e d Company 0.390625% 

BEAN FAMILY LTD CO. 
P.O. BOX 1738 

ROSWELL NM 88202-1733 



Nearburg Exploration Company, L.L.C. d<2: riVn 
4&c£k^ 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

April 10, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Baynard W. Malone, as Trustee 
for Ross L. Malone Testamentary Trust 
P. O. Box 87 
Roswell New Mexico 88201 

Re: Pathfinder "29" State Com. #1 
1,980'FNL and 660'FEL 
Section 29, T-18-S, R-28-E 
Eddv County, New Mexico 
Pathfinder Prospect 

Gentlemen: 

Nearburg Exploration Company, L.L.C. (NEC) hereby proposes the drilling of a 11,000' Morrow well at the 
captioned location. We have enclosed herewith, an AFE setting forth NEC's estimated cost to drill and complete 
for your review and execution, should you elect to participate in the drilling of this well. 

Should you not elect to participate, NEC would consider acquiring a term assignment or farmout of your interest 
on reasonable terms. 

We will forward our proposed Joint Operating Agreement soon under a separate cover letter. 

If we can be of further assistance, please advise. 

Yours very truly, 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 1 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT : 4f&6 COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 : **- 0 221,540 

Drilling Daywork 2 2 5,800 $/day 12,296 afcxx 12,296 24,592 

Drilling Turnkey 

«*•** 
0 : m,m 0 0 

Rig Mobilization and Demobilization m*a 0 m*t 0 0 

Road & Location Expense mm 20,935 mm 2,120 23,055 

Damages mm 5,000 mm 0 5,000 

Directional Drilling - Tools and Service mm 0 mot 0 0 

Drilling Fluids OXJU 37,100 0 37,100 

Fuel, Power, and Water mm 15,900 mm- 0 15,900 

Supplies - Bits 0 mm 795 795 

Supplies - Casing Equipment • mm 2,226 wtm 4,240 6,466 

Supplies - Liner Equipment mM 0 mm 0 0 

Supplies - Miscellaneous mm 0 mm 0 0 

Cement and Cmt Services - Surface Csg Mm- 4,240 %* 0 4,240 
Cement and C m t Services - Int Csg mm 12,720 ** 0 12,720 

Cement and Cmt Services - Prod. Csg ** 0 mth 21,200 21,200 
Cement and Cmt Services - Other mm 0 mm 0 0 
Rental - Drilling Tools and Equipment mm 0 'mm 0 0 
Rental - Misc. mm- 20,140 mm 3,180 23,320 

Testing - Drill Stem / Production mtif 4,770 m#t 2,650 7,420 
Open Hole Logging mm 31,800 H 0 31,800 
Mudlogging Services Jutt» 11,925 X* 0 11,925 
Special Services mm 0 mt» 0 0 
Plug and Abandon mm 12,000 UUMf (12,000) 0 
Pulling and/or Swabbing Unit Xt 0 mm 15,264 15,264 

Reverse Equipment *t 0 mm 5,300 5,300 
Wireline Services mm 0 mm 19,080 19,080 
Stimulation * t 0 mm 12,720 12,720 
Pump / Vacuum Truck Services mm 0 % mm 6,075 6,075 

Transportation mm 2,120 mm 2,650 4,770 
Tubular Goods - Inspection & Testing • mm 0 mm 5,300 5,300 
Unclassified mm 530 m-m 0 530 
Telephone and Radio Expense ' mm 954 mm 318 1,272 

Engineer / Geologist / Landman mm 22,500 mm 3,000 25,500 
Company Labor - Field Supervision 15,900 mm 6,500 22,400 

Contract Labor / Roustabout mm 1,590 mm 9,540 11,130 
Legal and Professional Service mm 5,000 mtm 0 5,000 

Insurance 6,121 mm 0 6,121 
Overhead mm 7,000 ...mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



Nearburg Producing Company page 2 of 2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000* 
LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 
DESCRIPTION OF WORK Drill and complete as a flowing Morrow gas producer. 

0 
DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: £»» TO CSG PT mt COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft mm 0 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft tm** 9,600 ,x*> 0 9,600 
Intermediate Csg 2,900 Ft @ 14.00 $/Ft mpt 40,600 Xt 0 40,600 
Protection Csg 0 Ft @ 0.00 $/Ft m.m 0 xi- 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft ** 0 mm 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft mm 0 Xt, 0 0 
Production Uner 0 Ft @ 0.00 $/Ft Xt 0 mm 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft xt 0 35,100 35,100 
Rods 0 F t © 0.00 $/Ft Xt 0 0 0 
Artificial Lift Equipment xt 0 mm 0 0 
Tank Battery Xt 0 <MC*V 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO X* 0 mtm 12,720 12,720 
* Well Head Equipment s Christmas Tree mm 2,500 mitt 11,500 14,000 
Subsurface Well Equipment Xt 0 'mm 6,148 6,148 
Flow Lines Xt 0 mot 13,250 13,250 
Saltwater Disposal Pump 'Xf 0 m*tr 0 0 
Gas Meter XT 0 mm 1,484 1,484 
Lact Unit XI 0 mm 0 0 
Vapor Recovery Unit Xt ' 0 tmsn 0 0 
Other Well Equipment X* 0 mm- 0 0 
ROW and Damages Xt 0 aura 2,650 2,650 
Surface Equipment Installation Costs Xt 0 mm 9,540 9,540 
Elect Installation Xt 0 mm . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

Baynard W. Malone, as Trustee 
f o r Ross L . Malone Testamentary Trus t 

DATE 



<x ; 
Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A"Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

Dear Mrs. Nichols: 

Nearburg Exploration Company, LLC. (NEC) hereby proposes the drilling of an 
11,000' Morrow test well at the captioned location, with an E/2 proration unit that 
encompasses your leasehold interest (below 3000' subsurface) in the NW/4 NE/4 of said 
Section 29. We have enclosed an AFE setting forth NEC's estimated cost to drill and complete 
said well for your review and execution, should you elect to participate in said well. Based on 
the enclosed AFE, your 12.5% share of this well would amount to $71,804.75 if said well is a 
dry hole and $115,441.37 if said well is completed as a producer. 

NEC intends to drill this well in July or early August due to the requirement under a 
farmout agreement we have with ARCO that requires us to spud by August 15 t h. Therefore, if 
we cannot reach a voluntary agreement with all owning parties, we will have to force pool 
this well at a June 1 s t CCD hearing in Santa Fe. Mr. Reed Bentley asked me to explain to 
you what will happen if you do not want to participate in this well and we cannot reach 
agreement as to terms for NEC's acquisition of a term assignment or farmout of your 
leasehold interest. In the event that you do not participate or we cannot reach voluntary 
agreement, your leasehold interest will be force pooled, which allows NEC to pay for your 
share of the well cost and receive 100% of the production revenues attributable to your 
leasehold from the well until we achieve a 300% payout penalty that is established by the 
OCD. You would receive your share of production revenue only after the 300% penalty has 
paid out. 

Therefore, NEC proposes also with this letter to acquire your leasehold interest in the 
event that you do not desire to participate in this well. NEC is offering $200 per acre (or a 
total of $8,000.00) for a two (2) year term assignment of your leasehold, with you delivering 
an 80% net revenue interest under said term assignment. 

April 11, 2000 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Mrs. Margaret Boiler Nichols 
6900 Baltimore 
Dallas, Texas 75205 

Re: Pathfinder "29" St Com #1 Well 
1980' FNL & 660' FEL of 
Section 29, T-18-S, R-28-E, NMPM, 
Eddy County, New Mexico 



Mrs. Margaret Boiler Nichols 
April 11, 2000 
Page -2-

50% , n £ S K ^ S ^ S . 2 W 8 0 % NW> ** *» 

Sincerely, 

ark Wheeler, CPL 
nior Landman 

/cmw:pathfinder29(lm) 

xc: Mr. Reed Bentfey 
Bob Shelton 

2 23b 3L7 770 

SENDER: 
• Complete items 1 and/or 2 for additional services. 
• Complete items 3, 4a, and 4b. 
• Print your name and address on the reverse of this form so that we can return this 

card to you. 
• Attach this form to the front of the mailpiece, or on the back if space does not 

permit. 
• Write 'Return Receipt Requested' on the mailpiece below the article number. 
• The Return Receipt will show to whom the article was delivered and the date 

delivered. 

I also wish to receive the 
following services (for an 
extra fee): 

1. D Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

ll,„l,l,l,..l.lll....l.l....lll 
Margaret Boi ler Nichols 
6900 Balt imore 
Dallas, Texas 75205 

4a. Article Number 3. Article Addressed to: 

ll,„l,l,l,..l.lll....l.l....lll 
Margaret Boi ler Nichols 
6900 Balt imore 
Dallas, Texas 75205 

4b. Service Type 

• Registered ^Cer t i f ied 

• Express Mail j • Insured 

• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

ll,„l,l,l,..l.lll....l.l....lll 
Margaret Boi ler Nichols 
6900 Balt imore 
Dallas, Texas 75205 

7. Date^LDertKrejj^- j 

5. Received By: (Print Name) 8. Addressee's Address (Only if requested 
and fee is paid) 

6. Signature: (Addressee orAg9ffCK\^i /? f~\ 

8. Addressee's Address (Only if requested 
and fee is paid) 

<D 

in 
<o 
in 
0) > 
0) 

c 
o 

3 
Q. 
E o o 
C/3 
eo 
Ul 
oc 
Q o 
< 

UJ 
cr 
3 
O >> 
in £ PS- Form 381 iCbecember 1994 102595-98-B-0229 Domestic Return Receipt 



Nearburg Producing Comoafiv pafleiof2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK; Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT mt COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 xt 0 221,540 

Drilling Daywork 2 2 5,800 $/day •m<K* 12,296 OHM 12,296 24,592 

Drilling Turnkey mm 0 mm 0 0 

Rig Mobilization and Demobilization miir 0 0 0 

Road & Location Expense mm 20,935 -mm 2,120 23,055 

Damages m>m 5,000 mm 0 5,000 

Directional Drilling - Tools and Service mt» 0 mm 0 0 

Drilling Fluids irttotr 37,100 mm 0 37,100 

Fuel, Power, and Water mm 15,900 " mm 0 15,900 

Supplies - Bits M,Ht 0 mm 795 795 

Supplies - Casing Equipment mM 2,226 ' wmt 4,240 6,466 

Supplies - Uner Equipment mm 0 • m>ff 0 0 

Supplies - Miscellaneous mm 0 mm 0 0 

Cement and Cmt Services - Surface Csg miAtt 4,240 0 4,240 

Cement and Cmt Services - Int Csg mm 12,720 xt 0 12,720 

Cement and Cmt Services - Prod. Csg x. 0 miff 21,200 21,200 
Cement and Cmt Services - Other mm 0 mm 0 0 
Rental - Drilling Tools and Equipment mm 0 mm 0 0 
Rental - Misc. mot 20,140 mm 3,180 23,320 
Testing - Drill Stem / Production mi*i 4,770 mm 2,650 7,420 

Open Hole Logging *«*» 31,800 xt 0 31,800 
Mudlogging Services mtv 11,925 Xt 0 11,925 
Special Services mjv 0 mt» 0 0 
Plug and Abandon mm 12,000 mm (12,000) 0 
Pulling and/or Swabbing Unit X* 0 mer 15,264 15,264 
Reverse Equipment Xt 0 mv 5,300 5,300 

Wireline Services mm 0 \ mm 19,080 19,080 
Stimulation X* 0 mm 12,720 12,720 
Pump / Vacuum Truck Services mm 0 \ 'mm 6,075 6,075 
Transportation mjtt 2,120 mm! 2,650 4,770 
Tubular Goods - Inspection & Testing mm 0 mm 5,300 5,300 
Unclassified mn 530 mm 0 530 
Telephone and Radio Expense mm 954 mm 318 1,272 
Engineer / Geologist / Landman 4U4.itt> 22,500 - mm 3,000 25,500 
Company Labor - Field Supervision mm 15,900 mm 6,500 22,400 

Contract Labor / Roustabout mm 1,590 9,540 11,130 

Legal and Professional Service m,m 5,000 mm 0 5,000 

Insurance mn, 6,121 mm 0 6,121 
Overhead mm 7,000 ...mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 
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Ap»—lO-OO I2:2*r' »«on O i l Producers 

N—rbdra Producing Company ILLEGIBLE 
AUTHORITY POH EXPENDITURE 

LEASE; PararMr 38 5 M » WELL NUMBER: 1 PBTO: H 080-

LOCATION: 1 ,M0 ' "NL* SW'^EU«6e»o,l 29. T1M, «2JE, B*Jy CoufW NU 

FIELD WMcMMerrow EXPLORATORY.OEVELOPMt'NT.WOftKOVEft: £ 

DESCRIPTION OF WORK. DDI I M complete t< • tampg Morrow s u p/odUerr. 

ACCOUNTING WELL NJU3ER 

COMMUNCATIOHS ACCOUNT NUMBER: 

EST. START OATS: 7/UM0O EST. COMPLGTtOM DATE: » / 1 « 0 M 

TAHoma-cexT* 
Ctntmtr Gating 0 n© D.00 

Sulfas* C«f 400 n o 24.00 vn 
IntanwM** Can 2.800 n « 14.00 tm 

0 F l f l 0.00 i / n 

Pf ofluettoti C»8 11,000 F t Q 10,00 VFt 

PfMMen l i n v 0 n o 0.00 Vfl 
PrsOurtop U i w a n o 9.00 VFt 
Tubing 10.800 3.2$ S/R 
Rod. 0 * • 0.00 s/n 

T»r,k Bakery 

5»fian*»«/H*«ttc Tnra5f fO»» Onb^WKO 

IVt t M«td Egdpm.nt t ChnjMiM Tm* 

Sutouftc* VKal Egu^fflwtt 

Flew Una* 

es*»ai*r OiwaM Pum« 

tiet Unit 
Viper Heeovwy Unit 
OtfMrWil 6qu*x»»« 

ROW and Dtr ia f iM 

Swfaet Bqulpnn«IntMttfen Carta 

ElMt kwattUon 

£fTMMTSp rofAi. TAHGtBLM 

BSnUTBD TOTAL WELL COSTS 

} TOCSOPT I COMPtCTION TOTAL W € U 

1 0 0 0 

1 MOO [ 0 9,800 

3 40,000 | 0 40.000 

1 0 ' ~ 9 0 

| <10,000 110,000 

1 0 I 0 0 

0 oi 
I 33,100 3g,ipe 

I 0 0 

1 9 ! a 0 

1 0 10,400 10 600 

1 0 vf'-:. 12.720 11TSO 

1 2,sag 11.S0O 14,000. 
H j *» 
}> „ 

5,148 0,149 

I 0 mtSk is,jso 15,203 

1 9 9 0 

5 O 1.444 ' 1.444 

0 0 

0 « l 

i 0 > ^ 0 Oj 

0 ' '- 2,680 i.e» 
0 0,540 B_UQ 

r o i 0 0 

52,700 285,8021 

374,438 M»,093 | 92J.SS1 

THIS AFE IS ONLY AN ESTIMATE. BY 8IOMNO YOU AGREE TO PAY YOUR SHAM OF THt ACTUAL COSTS JNCURREC 

Mrs SLti 
Pn&NtED BY: raw • 4 * M » 

REVIEWED BY: 

WI APPROVAL COMPANY 

BY 

Hoy G. Barton 0.1953m 



do: KaU^ 

Marbob Energy Corporation 

Memo 
To: Nearburg Exploration Company, LLC. 

From: Misti McLurg 

Date: 04 /'12 /'00 

Re: Pathfinder "29" State Com #1 

Enclosed please find the A.F.E. pertaining to the above 
referenced well which has been executed on behalf of Marbob 
Energy Corporation and Pitch Energy Corporation. Please file 
in your records accordingly. 

• Page 1 

APK ! 3 2000 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 1 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: mt TO CSG PT : mvt COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 ** 0 221,540 

Drilling Daywork 2 2 5,800 $/day M.** 12,296 mm 12,296 24,592 

Drilling Turnkey mm 0 ! mm 0 0 

Rig Mobilization and Demobilization m4k 0 \ mm 0 0 

Road & Location Expense mm 20,935 2,120 23,055 

Damages mm 5,000 mm 0 5,000 

Directional Drilling - Tools and Service mm 0 •mm 0 0 

Drilling Fluids mow 37,100 0 37,100 

Fuel, Power, and Water mm 15,900 mm 0 15,900 

Supplies - Bits WiMI 0 mm 795 795 

Supplies - Casing Equipment mm 2,226 "mm 4,240 6,466 

Supplies - Liner Equipment max 0 mm 0 0 

Supplies - Miscellaneous mm 0 mm 0 0 

Cement and Cmt Services - Surface Csg mm 4,240 %* 0 4,240 
Cement and C m t Services - Int Csg mm 12,720 ** 0 12,720 

Cement and Cmt Services - Prod. Csg * t 0 > 
mm 

21,200 21,200 

Cement and Cmt Services - Other mm 0 mm 0 0 

Rental - Drilling Tools and Equipment mm' 0 ' m*# 0 0 
Rental - Misc. mm 20,140 mm 3,180 23,320 
Testing - Drill Stem / Production mm 4,770 mm 2,650 7,420 

Open Hole Logging 31,300 0 31,800 
Mudlogging Services m-m- 11,925 V s 0 11,925 
Special Services jmm 0 r mm 0 0 

Plug and Abandon mm 12,000 m-m (12,000) 0 

Pulling and/or Swabbing Unit ' X* 0 "m,«r 151264 15,264 

Reverse Equipment 

**• : 
0 mm 5,300 5,300 

Wireline Services mm 0 mm 19,080 19,080 

Stimulation ** 0 mm 12,720 12,720 
Pump / Vacuum Truck Services mm 0 mm 6,075 6,075 

Transportation •mm 2,120 mm 2,650 4,770 

Tubular Goods - Inspection & Testing mm 0 mm 5,300 5,300 

Unclassified mm 530 mm 0 530 

Telephone and Radio Expense mm 954 mm 318 1,272 

Engineer / Geologist / Landman mm 22,500 mm 3,000 25,500 

Company Labor - Field Supervision mm 15,900 "mm 6,500 22,400 

Contract Labor / Roustabout mm 1,590 'mm 9,540 11,130 

Legal and Professional Service mm 5,000 ••' mm 0 5,000 

Insurance mm 6,121 m.-im.mi: 0 6,121 

Overhead mm 7,000 mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY F O R E X P E N D I T U R E 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000* 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: * *c TO CSG PT COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft mm 0 0 0 

Surface Csg 400 Ft ® 24.00 $/Ft 9,600 Xt 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft meter 40,600 x t - 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft mm 0 1 -Xf 0 0 

Production Csg 11,000 Ft @ 10.00 $/Ft ** 0 : mm 110,000 110,000 

Protection Liner 0 Ft @ 0.00 $/Ft mm 0 xt.... 0 0 

Production Liner 0 Ft @ 0.00 $/Ft xt 0 tmau 0 0 

Tubing 10,800 F t @ 3.25 $/Ft xt 0 mm 35,100 35,100 

Rods 0 F t @ 0.00 $/Ft xt 0 <O»M> 0 0 

Artificial Lift Equipment Xf • 0 c mm 0 0 

Tank Battery *« 0 m*ft 10,600 10,600 

Separators/Heater Treater/Gas Units/FWKO wr i 0 mtt 12,720 12,720 

* Well Head Equipment & Christmas Tree mm 2,500 mm 11,500 14,000 
Subsurface Well Equipment Xf 0 'mt» 6,148 6,148 
Flow Lines Xt 0 otttit 13,250 13,250 
Saltwater Disposal Pump -xr 0 mm 0 0 
Gas Meter - xt 0 »*»* 1,484 1,484 
Lact Unit Xf 0 matt 0 0 
Vapor Recovery Unit xt • 0 lUtSJ* 0 0 
Other Well Equipment xt 0 mm 0 0 

ROW and Damages Xf . 0 mm 2,650 2,650 

Surface Equipment Installation Costs Xf 0 mm 9,540 9,540 
Elect Installation Xt 0 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

P i t c h Energy Corpo ra t i on 7.8125% 

Presiden^^ 

A p r i l 12, 2*000 



U N I T E D B A N K P L A Z A 

4 D D N . P E N N , S U I T E 1 D O O 

P H • NE 5 0 5 6 2 2 - 3 7 7 D 
F A X : 5 0 5 6 2 2 - 8 6 4 3 

C H A R L E S B. R E A D 
PRESIDENT 

A p r i l 19, 2000 

Nearburg E x p l o r a t i o n Company, L.L.C. 
3300 North "A" Street 
B u i l d i n g 2 - Suite 120 
Midland, TX 79705 
ATTN: Mr. Mark Wheeler 

RE: Pathfinder "29" State Com. #1 
E/2 Sec. 29, T18S-R28E 
Eddy County, NM 
R&S #9890W 

Gentlemen: 

Enclosed please f i n d your AFE executed on behalf of Read & 
Stevens, Inc. along w i t h a copy of our Geological Requirements l e t t e r . 

Read & Stevens, Inc. i s s e l f - i n s u r e d and does not wish t o be 
b i l l e d f o r any insurance premiums. 

Res p e c t f u l l y , 

Robert H. Watson 
Land Manager 

RHW/jas 



* Nearburg Producing Company 
•Exploration and Production 
'Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY,DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT mvt COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft rntsu 221,540 m 0 221,540 

Drilling Daywork 2 2 5,800 $/day mm 12,296 mm 12,296 24,592 

Drilling Turnkey mm 0 ; mm 0 0 

Rig Mobilization and Demobilization mm 0 mm 0 0 

Road & Location Expense mm 20,935 \ mm 2,120 23,055 

Damages mm 5,000 mmt 0 5,000 

Directional Drilling - Tools and Service mm 0 mm 0 0 

Drilling Fluids mar 37,100 : mm- 0 37,100 

Fuel, Power, and Water mm 15,900 \ mm 0 15,900 

Supplies - Bits Mm 0 ; mm 795 795 

Supplies - Casing Equipment mm' 2,226 mm 4,240 6,466 

Supplies - Liner Equipment m.tor 0 mm 0 0 

Supplies - Miscellaneous mm 0 mm 0 0 

Cement and Cmt. Services - Surface Csg Mm 4,240 ** 0 4,240 

Cement and Cmt. Services - Int. Csg mar 12,720 

•%* 
0 12,720 

Cement and Cmt Services - Prod. Csg ** 0 mm- 21,200 21,200 

Cement and Cmt Services - Other mm 0 mm 0 0 

Rental - Drilling Tools and Equipment Mm 0 \ mm 0 0 
Rental - Misc. mm 20,140 mm 3,180 23,320 

Testing - Drill Stem / Production ax n 4,770 mfs 2,650 7,420 

Open Hole Logging mm 31,800 *t 0 31,800 

Mudlogging Services Mm 11,925 * r 0 11,925 

Special Services mm 0 mm 0 0 

Plug and Abandon milt 12,000 m*t (12,000) 0 

Pulling and/or Swabbing Unit 1* 0 mm 15,264 15,264 

Reverse Equipment *r 0 mm 5,300 5,300 

Wireline Services mm 0 mm 19,080 19,080 

Stimulation ** 0 mm 12,720 12,720 
Pump / Vacuum Truck Services mm 0 mm 6,075 6,075 

Transportation 2,120 ton 2,650 4,770 

Tubular Goods - Inspection & Testing mt tst 0 mt» 5,300 5,300 

Unclassified wufv 530 mm 0 530 

Telephone and Radio Expense mm 954 mm 318 1,272 

Engineer / Geologist / Landman mm 22,500 mm 3,000 25,500 

Company Labor - Field Supervision mm 15,900 mm 6,500 22,400 

Contract Labor / Roustabout mm 1,590 mm 9,540 11,130 

Legal and Professional Service mm 5,000 mm 0 5,000 

Insurance 4$Mtrt 6,121 mm 0 6,121 

Overhead mm 7,000 mm 3,500 10,500 

SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 

Page 1 of 2 <j-_^ -7. 



M A R T I N Y A T E S , 111 
1912 - 1985 

F R A N K W. Y A T E S 
1 936 - 1 986 

PETROLEUM 
CDRPDRRTIDN 

105 S O U T H F O U R T H S T R E E T 

ARTESIA, NEW MEXICO 88210-2118 

T E L E P H O N E (505) 748-1471 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G. P A T T E R S O N 
S E C R E T A R Y 

DENNIS G. K I N S E Y 
TREASURER 

April 27, 2000 

Nearburg Exploration Company, L.L.C. 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 

Re: Pathfinder 29 State 
1980' FNL & 660' FEL 
Section 29, T18S-R28E 
Eddy County, New Mexico 

Gentlemen: 

Yates Petroleum Corporation elects to participate in the captioned well 
subject to signing a mutually acceptable JOA. Please find enclosed our 
signed AFE which has been executed on behalf of Yates Petroleum 
Corporation. 

Thank you. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Barbara Nelson 
Land Secretary 

/bn 
enclosure 



Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 1 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 680' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: mrt TO CSG PT : mvit COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 ** 0 221,540 

Drilling Daywork 2 2 5,800 $/day ma 12,296 mm 12,296 24,592 

Drilling Turnkey mm 0 mm 0 0 
Rig Mobilization and Demobilization Hum 0 \ mm 0 0 

Road & Location Expense mm 20,935 mm 2,120 23,055 

Damages M-Ot 5,000 0 5,000 

Directional Drilling - Tools and Service mm 0 0 0 
Drilling Fluids m*r 37,100 mm 0 37,100 
Fuel, Power, and Water mm 15,900 mm 0 15,900 
Supplies - Bits 0 m»t 795 795 
Supplies - Casing Equipment 'mm 2,226 mm 4,240 6,466 
Supplies - Liner Equipment mat 0 mm 0 0 
Supplies - Miscellaneous mm 0 mm 0 0 
Cement and Cmt Services - Surface Csg mut 4,240 %r 0 4,240 
Cement and Cmt Services - Int Csg •mm 12,720 »* 0 12,720 
Cement and Cmt Services - Prod. Csg V , 0 mm 21,200 21,200 
Cement and Cmt Services - Other mm 0 mm 0 0 
Rental - Drilling Tools and Equipment mm 0 '"mm 0 0 
Rental - Misc. mm 20,140 mm" 3,180 23,320 
Testing - Drill Stem / Production mm 4,770 \ mm 2,650 7,420 
Open Hole Logging mm 31,800 m , 0 31,800 
Mudlogging Services 11,925 0 11,925 
Special Services mm 0 mm 0 0 
Plug and Abandon mm 12,000 mm (12,000) 0 
Pulling and/or Swabbing Unit 0 15,264 15,264 
Reverse Equipment *r 0 mm 5,300 5,300 
Wireline Services 0 •> mm 19,080 19,080 
Stimulation **- 0 ; mm 12,720 12,720 
Pump / Vacuum Truck Services mm 0 '''mm 6,075 6,075 
Transportation mm 2,120 2,650 4,770 
Tubular Goods - Inspection & Testing immf 0 5,300 5,300 
Unclassified mm 530 mm 0 530 
Telephone and Radio Expense m>m 954 -mm 318 1,272 
Engineer / Geologist / Landman mm 22,500 

- -
mm 3,000 25,500 

Company Labor - Field Supervision 15,900 mfm 6,500 22,400 
Contract Labor / Roustabout mm 1,590 mm 9,540 11,130 
Legal and Professional Service mm 5,000 mm 0 5,000 
Insurance mm 6,121 mm 0 6,121 
Overhead mm 7,000 mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



Nearburg Producing Company 
- Exploration and Production 
' Dallas, Texas 

Page 2 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: m* TO CSG PT m* COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft aatot 0 x* 0 0 
Surface Csg 400 Ft @ 24.00 $/Ft tmttt 9,600 Xt 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft uttia 40,600 Xt 0 40,600 
Protection Csg 0 Ft ® 0.00 $/Ft mm 0 Xt 0 0 
Production Csg 11,000 Ft@ 10.00 $/Ft 'xt\ 0 mm 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft mm 0 0 0 
Production Liner 0 Ft @ 0.00 $/Ft Xt 0 tmtu 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft Xt 0 mm 35,100 35,100 
Rods 0 Ft@ 0.00 $/Ft , W 0 mm 0 0 
Artificial Lift Equipment Xt' 0 0 0 
Tank Battery X* 0 MUtp 10,600 10,600 
Separators/Heater Treater/Gas Un'rts/FWKO xt 0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree mm' 2,500 mjtt 11,500 14,000 
Subsurface Well Equipment *f 0 mttf 6,148 6,148 
Flow Lines 

%* • 
0 ttttxtt 13,250 13,250 

Saltwater Disposal Pump Xf • 0 mm 0 0 
Gas Meter Xt 0 mm 1,484 1,484 
Lact Unit Xf 0 mitt 0 0 
Vapor Recovery Unit Xt 0 mm 0 0 
Other Well Equipment y.f- 0 ••mum 0 0 
ROW and Damages Xf 0 ""m& 2,650 2,650 
Surface Equipment Installation Costs Xt 0 9,540 9,540 
Elect Installation Xt 0 / 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPROVAL mm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM ^ ^ / 
j - y ' 

APPROVED BY: 

A P P R O V E D J i Y ^ - * ^ ^ < ^ = S ^ 7 r/7/0 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Yates Petroleum Corporation 11.284725% 



Nearburg Producing Company 
Exploration and Production 

Dallas, Texas 

J i t : /Carkie 

Page 1 of 2 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

INTANGIBLE COSTS: TO CSG PT : mvi COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 *4 0 221,540 

Drilling Daywork 2 2 5,800 $/day 12,296 mm 12,296 24,592 

Drilling Turnkey 0 mm 0 0 

Rig Mobilization and Demobilization 0 mut 0 0 

Road & Location Expense mm 20,935 mm 2,120 23,055 

Damages 5,000 mm 0 5,000 

Directional Drilling - Tools and Service mat 0 mm 0 0 

Drilling Fluids 37,100 I mm 0 37,100 

Fuel, Power, and Water **<*>- 15,900 mm 0 15,900 

Supplies - Bits 0 mm 795 795 

Supplies - Casing Equipment mm 2,226 WW 4,240 6,466 
Supplies - Liner Equipment 0 \ mm 0 0 

Supplies - Miscellaneous mm 0 mm 0 0 

Cement and Cmt. Services - Surface Csg mm 4,240 [ -Hut 0 4,240 

Cement and Cmt. Services - Int. Csg mm 12,720 ** 0 12,720 

Cement and Cmt. Services - Prod. Csg ** 0 mop 21,200 21,200 
Cement and C m t Services - Other mm 0 mm 0 0 
Rental - Drilling Tools and Equipment 0 [ m*t 0 0 
Rental - Misc. mm 20,140 mm 3,180 23,320 
Testing - Drill Stem / Production mm 4,770 •mm 2,650 7,420 

Open Hole Logging mm 31,800 *r 0 31,800 
Mudlogging Services mm 11,925 0 11,925 
Special Services mm 0 mm 0 0 
Plug and Abandon mjur- 12,000 mvt (12,000) 0 
Pulling and/or Swabbing Unit W 0 '•• mttt 15,264 15,264 
Reverse Equipment 0 mm 5,300 5,300 
Wireline Services mm 0 mm 19,080 19,080 
Stimulation ** 0 mm 12,720 12,720 
Pump / Vacuum Truck Services mm 0 ^ mm 6,075 6,075 
Transportation mm 2,120 mm 2,650 4,770 
Tubular Goods - Inspection & Testing mm 0 m.w 5,300 5,300 
Unclassified mm 530 out* 0 530 
Telephone and Radio Expense mm 954 mm 318 1,272 
Engineer / Geologist / Landman mm 22,500 mm 3,000 25,500 
Company Labor - Field Supervision mm 15,900 mm 6,500 22,400 
Contract Labor / Roustabout mm 1,590 oata 9,540 11,130 
Legal and Professional Service mm 5,000 mm 0 5,000 
Insurance mm 6,121 mm 0 6,121 
Overhead mm 7,000 mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 
Contingencies (10%) • 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



Nearburg Producing Company Page2of2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 
FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 
0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: toat TO CSG PT mt COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft 0 Xt 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft mm 9,600 : X* 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft m*¥ 40,600 Xt 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft SWUM 0 Xf 0 0 

Production Csg 11,000 Ft @ 10.00 $/Ft Xt 0 mm 110,000 110,000 
Protection Liner 0 Ft @ 0.00 $/Ft mm 0 Xt , 0 0 
Production Liner 0 Ft @ 0.00 $/Ft ** 0 mm 0 0 
Tubing 10,800 Ft@ 3.25 $/Ft ** 0 mm 35,100 35,100 
Rods 0 Ft @ 0.00 $/Ft X* 0 mt* 0 0 
Artificial Lift Equipment xt 0 1 mm 0 0 
Tank Battery Xt 0 mm 10,600 10,600 
Separators/Heater Treater/Gas Units/FWKO *r 0 mm 12,720 12,720 
* Well Head Equipment & Christmas Tree mm 2,500 mm 11,500 14,000 
Subsurface Well Equipment Xt 0 «t»WP 6,148 6,148 
Flow Lines ** 0 - t t ' t 13,250 13,250 
Saltwater Disposal Pump *r 0 i mm 0 0 
Gas Meter XT 0 a » » 1,484 1,484 
Lact Unit xt 0 mm 0 0 
Vapor Recovery Unit Xt 0 mm 0 0 
Other Well Equipment *T ' 0 

mm 

0 0 
ROW and Damages Xt 0 miu 2,650 2,650 
Surface Equipment Installation Costs Xf 0 mm 9,540 9,540 
Elect. Installation Xt 0 nam . ' 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPC APPROVAL mm 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM . ^ „ y . • 

APPROVED BY: / ^ L ^ L ^ ! ^ ^ c r ' 

APPROVED.^ <^P**^/' I / / y / O i 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 

Jean A. Eaton 0.130208% 

S'Jj lob 

3JL f •J/r£'ojftKjc Srr~ 

t 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A"Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 

Fax 915/686-7806 May 16, 2000 

Mrs. Constance A. White 
7007 Lawler Ridge 
Houston, Texas 77055 

Re: AFE to participate or Agreement 
to Grant Term Assignment 
SW/4 NE/4 of Section 29, 
T-18-S, R-28-E, NMPM, 
Pathfinder Prospect 
Eddy County, New Mexico 

Dear Mrs. White: 

Pursuant to my recent telephone conversations with your father, this letter 
shall set forth the general terms and conditions of our agreement for you to either 
participate in Nearburg's proposed Pathfinder "29" St. Com #1 well (AFE enclosed) or 
grant a term assignment to Nearburg Exploration Company, LLC ("Nearburg") on the 
captioned lands. The accepted terms for said assignment are as follows: 

1. Nearburg will pay you $500.00 per acre (for a total of $520.84) for a 
two (2) year term assignment, commencing May 29, 2000 of 100% of 
the leasehold rights owned by you under the captioned acreage, limited 
to depths below 3000' subsurface down to and including the base of the 
Morrow formation. 

2. You will retain an overriding royalty interest equal to the difference 
between existing burdens and 25%, thus delivering to Nearburg a 
75% net revenue interest under the term assignment, proportionately 
reduced. 

Nearburg would prepare a formal term assignment instrument for your review 
and approval, with an anticipated closing of this transaction in the next few weeks. 

If you elect to participate in the drilling of this well, please execute and return 
one (1) copy of our AFE. We will then forward a joint operating agreement for your 
review and approval. If you elect to grant a term assignment under the terms listed 
herein, please execute this letter in the space provided below and return one original 



Mrs. Constance A. White 
May 16, 2000 
Page -2-

to the undersigned as soon as possible. We would also appreciate your faxing a copy 
of the executed letter agreement to 915-686-7806, so we can begin processing our 
check requests. 

Should you have any questions concerning these matters, please contact me at 
the number shown in the letterhead. Thank you for your cooperation and we look 
forward to closing this trade in the near future. 

Sincerely, 

Mark Wheeler, CPL 
Senior Landman 

TERM ASSIGNMENT TERMS AGREED TO AND ACCEPTED 

this day of _ , 2000. 

Constance A. White, a single woman 

Z 53L 3 t 7 fifls 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided 

Stre. 

Posi Constance A. White 
_ 7007 LawJer Ridge 
Pos Houston, Texas 77055 

Certi.... 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date DelivnmH 

o. Return Receipt Showing to Whom 
^ Date, 4 Addressee's ArHmc« 



Nearburg Producing ComoaiHv Page 1 of 2 

Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST, COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT : 4mtt COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 i m 0 221,540 

Drilling Daywork 2 2 5,800 $/day mm 12,296 '\ m*» 12,296 24,592 

Drilling Turnkey mm 0 mm 0 0 

Rig Mobilization and Demobilization 0 mm 0 0 

Road & Location Expense mm 20,935 mm 2,120 23,055 

Damages nam 5,000 I mm 0 5,000 

Directional Drilling - Tools and Service mm 0 mm 0 0 

Drilling Fluids mm 37,100 mut- 0 37,100 

Fuel, Power, and Water mm 15,900 \ mm 0 15,900 

Supplies - Bits 0 mm 795 795 

Supplies - Casing Equipment mm 2,226 mm 4,240 6,466 

Supplies - Liner Equipment , mdu 0 mm 0 0 

Supplies - Miscellaneous mm 0 mm 0 0 

Cement and Cmt Services - Surface Csg lutw 4,240 xt 0 4,240 

Cement and Cmt Services - Int Csg mm 12,720 ** 0 12,720 

Cement and Cmt Services - Prod. Csg Xt 0 mm 21,200 21,200 

Cement and Cmt Services - Other mm 0 mm 0 0 

Rental - Drilling Tools and Equipment mm 0 mm 0 0 
Rental - Misc. mm 20,140 mm 3,180 23,320 

Testing - Drill Stem / Production mm 4,770 \ mm 2,650 7,420 

Open Hole Logging mm 31,800 , m 0 31,800 
Mudlogging Services mm 11,925 %f 0 11,925 

Special Services mm 0 I mm 0 0 

Plug and Abandon mm- 12,000 mm (12,000) 0 

Pulling and/or Swabbing Unit Xt 0 '\ mur 15,264 15,264 

Reverse Equipment * t 0 \ mm 5,300 5,300 

Wireline Services 0 : mm 19,080 19,080 

Stimulation *f 0 mm 12,720 12,720 

Pump / Vacuum Truck Services mm 0 mm 6,075 6,075 

Transportation mm 2,120 mm 2,650 4,770 

Tubular Goods - Inspection & Testing mm 0 5,300 5,300 

Unclassified W M F 530 "mm 0 530 

Telephone and Radio Expense ' mm 954 Smm 318 1,272 

Engineer / Geologist / Landman mm 22,500 mm 3,000 25,500 

Company Labor - Field Supervision tmw- 15,900 mm 6,500 22,400 

Contract Labor / Roustabout w a r 1,590 mm 9,540 11,130 

Legal and Professional Service mm 5,000 tmm 0 5,000 

Insurance mm 6,121 mm 0 6,121 

Overhead mm 7,000 mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



t Nearburg Producing Company 
Exploration and Production 
Dallas, Texas 

Page 2 of 2 

AUTHORITY F O R E X P E N D I T U R E 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

0 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

TANGIBLE COSTS: mt TO CSG PT erne COMPLETION TOTAL WELL 

Conductor Casing 0 Ft @ 0.00 $/Ft mm 0 xt 0 0 

Surface Csg 400 Ft @ 24.00 $/Ft tmttf 9,600 xt 0 9,600 

Intermediate Csg 2,900 Ft @ 14.00 $/Ft 40,600 Xt 0 40,600 

Protection Csg 0 Ft @ 0.00 $/Ft mm 0 xt 0 0 

Production Csg 11,000 F t@ 10.00 $/Ft Xt 0 OHM 110,000 110,000 

Protection Liner 0 Ft @ 0.00 $/Ft mm 0 x* 0 0 

Production Liner 0 Ft @ 0.00 $/Ft 

** '• 
0 tatsu 0 0 

Tubing 10,800 F t@ 3.25 $/Ft m 0 mm 35,100 35,100 

Rods 0 Ft @ 0.00 $/Ft *t 0 mm 0 0 

Artificial Lift Equipment xt 0 j mm 0 0 

Tank Battery Xt 0 : m-tu 10,600 10,600 

Separators/Heater Treater/Gas Units/FWKO %* " 0 \ mm 12,720 12,720 

* Well Head Equipment & Christmas Tree Jtmftt 2,500 mm 11,500 14,000 

Subsurface Well Equipment Xt 0 mm 6,148 6,148 

Flow Lines Xt 0 mat 13,250 13,250 

Saltwater Disposal Pump "m 0 mtn 0 0 

Gas Meter *t 0 az ru t 1,484 1,484 

Lact Unit Xt 0 mm 0 0 

Vapor Recovery Unit *t 0 uttsn 0 0 

Other Well Equipment X* 0 mm- 0 0 

ROW and Damages Xt $ 0 uam 2,650 2,650 

Surface Equipment Installation Costs Xt 0 mm 9,540 9,540 

Elect. Installation Xt • 0 mm 0 0 

ESTIMATED TOTAL TANGIBLES 52,700 212,992 265,692 

ESTIMATED TOTAL WELL COSTS 574,438 349,093 923,531 

THIS AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPROVAL mw" 
PREPARED BY: HRW 04/07/00 

REVIEWED BY: TRM „ y 

APPROVED BY: ^ C ^ ^ 

APPROVEDJ3y-^-^""^ < ^ - £ r = S E ^ / fry* 

WI APPROVAL: COMPANY 

BY 

TITLE 

Constance A. White 0.3255208% 

DATE 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 

Fax 915/686-7806 May 16, 2000 

Mr. J. Phelps White, IV 
P. 0. Box 1433 
Roswell, New Mexico 88202 

Re: AFE to participate or Agreement 
to Grant Term Assignment 
SW/4 NE/4 of Section 29, 
T-18-S, R-28-E, NMPM, 
Pathfinder Prospect 
Eddy County, New Mexico 

Dear Mr. White: 

Pursuant to my recent telephone conversations with your father, this letter 
shall set forth the general terms and conditions of our agreement for you to either 
participate in Nearburg's proposed Pathfinder "29" St. Com #1 well (AFE enclosed) or 
grant a term assignment to Nearburg Exploration Company, LLC ("Nearburg") on the 
captioned lands. The accepted terms for said assignment are as follows: 

1. Nearburg will pay you $500.00 per acre (for a total of $520.84) for a 
two (2) year term assignment, commencing May 29, 2000 of 100% of 
the leasehold rights owned by you under the captioned acreage, limited 
to depths below 3000' subsurface down to and including the base of the 
Morrow formation. 

2. You will retain an overriding royalty interest equal to the difference 
between existing burdens and 25%, thus delivering to Nearburg a 
75% net revenue interest under the term assignment, proportionately 
reduced. 

Nearburg would prepare a formal term assignment instrument for your review 
and approval, with an anticipated closing of this transaction in the next few weeks. 

If you elect to participate in the drilling of this well, please execute and return 
one (1) copy of our AFE. We will then forward a joint operating agreement for your 
review and approval. If you elect to grant a term assignment under the terms listed 
herein, please execute this letter in the space provided below and return one original 



Mr. J. Phelps White, IV 
May 16, 2000 
Page -2-

to the undersigned as soon as possible. We would also appreciate your faxing a copy 
of the executed letter agreement to 915-686-7806, so we can begin processing our 
check requests. 

Should you have any questions concerning these matters, please contact me at 
the number shown in the letterhead. Thank you for your cooperation and we look 
forward to closing this trade in the near future. 

Sincerely, 

Mfcrk Wheeler, CPL 
Senior Landman 

TERM ASSIGNMENT TERMS AGREED TO AND ACCEPTED 

this day of , 2000. 

J. Phelps White, IV, a married man, 
as his sole and separate estate 

Z S3b 3b7 663 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 
Do not use lor International Mail (See reverse) 
Sent to 

S llnl.1,,1,,,1,111 1,111,,,! 
p J. Phelps White, IV 

P. O. Box 1433 
Roswell. New Mexico 18202 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 

O 
o 
oo 
eo 

Return Receipt Showing to Whom 
Oate. & Addressee's Addtess 

TOTAL Postage & Fees 

postmark or Date 
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Nearburg Producing Comoafiv Page 1 of 2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E; Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT.WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT : 4mtt COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft 221,540 

'•• •. 
%t 

0 221,540 

Drilling Daywork 2 2 5,800 $/day 12,296 12,296 24,592 

Drilling Turnkey mm 0 0 0 

Rig Mobilization and Demobilization mm 0 aaw 0 0 

Road & Location Expense •mm. 20,935 * *• 2,120 23,055 

Damages mm 5,000 « « 0 5,000 

Directional Drilling - Tools and Service "'"(km 0 mot 0 0 

Drilling Fluids mm 37,100 mm 0 37,100 

Fuel, Power, and Water Mm 15,900 0 15,900 

Supplies - Bits 0 mm 795 795 

Supplies - Casing Equipment *.» 2,226 ' mm 4,240 6,466 

Supplies - Uner Equipment 0 mat 0 0 

Supplies - Miscellaneous •• mm 0 0 0 

Cement and Cmt Services - Surface Csg amu 4,240 ** 0 4,240 

Cement and Cmt Services - Int Csg mm 12,720 ** 0 12,720 

Cement and Cmt Services - Prod. Csg * t , 0 ttiftft 21,200 21,200 

Cement and C m t Services - Other mm 0 mm 0 0 

Rental - Drilling Tools and Equipment m-m 0 mM 0 0 

Rental - Misc. mm 20,140 ' mm 3,180 23,320 

Testing - Drill Stem / Production mtJtf 4,770 mm 2,650 7,420 

Open Hole Logging mm 31,800 %4 0 31,800 

Mudlogging Services mtt*> 11,925 0 11,925 

Special Services mm 0 mm 0 0 

Plug and Abandon m#t 12,000 mm (12,000) 0 

Pulling and/or Swabbing Unit SW 0 mm 15,264 15,264 

Reverse Equipment 0 mm 5,300 5,300 

Wireline Services mm 0 ! mm 19,080 19,080 

Stimulation * t 0 mm 12,720 12,720 

Pump / Vacuum Truck Services mm 0 i mm 6,075 6,075 

Transportation mm 2,120 mm 2,650 4,770 

Tubular Goods - Inspection & Testing mm 0 m.t#. 5,300 5,300 

Unclassified mm 530 mm 0 530 

Telephone and Radio Expense mm 954 mm 318 1,272 

Engineer / Geologist / Landman mm 22,500 mm 3,000 25,500 

Company Labor - Field Supervision mem 15,900 mm 6,500 22,400 

Contract Labor / Roustabout m*t 1,590 mm 9,540 11,130 

Legal and Professional Service mm 5,000 mm 0 5,000 

Insurance mm 6,121 mm 0 6,121 

Overhead mm 7,000 mm 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



Nearburg Exploration Company, LLC. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 M a y 2Q0Q 

Mr. J. Phelps White, III 
P. O. Box 874 
Roswell, New Mexico 88202-0874 

Re: AFE to participate or Agreement 
to Grant Term Assignment. 
SW/4 NE/4 of Section 29, 
T-18-S, R-28-E, NMPM, 
Pathfinder Prospect 
Eddy County, New Mexico 

Dear Phelps: 

Pursuant to our recent telephone conversations, this letter shall set forth the 
general terms and conditions of our agreement for you to either participate in 
Nearburg's proposed Pathfinder "29" St. Com #1 well (AFE enclosed) or grant a term 
assignment to Nearburg Exploration Company, LLC ̂ Nearburg") on the captioned 
lands. The accepted terms for said assignment are as follows: 

1. Nearburg will pay you $500.00 per acre (for a total of $312.50) for a 
two (2) year term assignment, commencing May 29, 2000 of 100% of 
the leasehold rights owned by you under the captioned acreage, limited 
to depths below 3000' subsurface down to and including the base of the 
Morrow formation. 

2. You will retain an overriding royalty interest equal to the difference 
between existing burdens and 25%, thus delivering to Nearburg a 
75% net revenue interest under the term assignment, proportionately 
reduced. 

Nearburg will prepare a formal term assignment instrument for your review 
and approval, with an anticipated closing of this transaction in the next few weeks. 

If you elect to participate in the drilling of this well, please execute and return 
one (1) copy of our AFE. We will then forward a joint operating agreement for your 
review and approval. If you elect to grant a term assignment under the terms listed 
herein, olease execute this letter in the space provided below and return one oriainal 



Mr. J. Phelps White, III 
May 16, 2000 
Page -2-

to the undersigned as soon as possible. We would also appreciate your faxing a copy 
of the executed letter agreement to 915-686-7806, so we can begin processing our 
check requests. 

Should you have any questions concerning these matters, please contact me at 
the number shown in the letterhead. Thank you for your cooperation and we look 
forward to closing this trade in the near future. 

Sincerely, 

Mirk Wheeler, CPL 
Senior Landman 

TERM ASSIGNMENT TERMS AGREED TO AND ACCEPTED 

this day of __, 2000. 

J. Phelps White, ITJ, a married man, 
as his sole and separate estate 

Z E3b 3b? 664 
US Postal Service . . . . . 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

nnt URA for International Mail (See reverse) 
Senttn 

||11|1l„l,..l.lll..."ill««'IN 
J. Phelps White, III 

' P.O. Box 874 
Roswell. New Mexico 88201 — 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 

o o 
oo 
CO 

Return Receipt Showing to Whom, 
Date, i Addressee's Address_ 

TOTAL Postage & Fees 

Postmark or Date 



Nearburg Producing Compai'iv ^ page 1 of 2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 
LOCATION: 1,980' FNL & 660' FEL, Section 29, T18S, R28E; Eddy County NM 
FIELD: Wildcat Morrow . EXPLORATORY.DEVELOPMENT.WORKOVER: E 
DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000 EST. COMPLETION DATE: 8/15/2000 
ACCOUNTING WELL NUMBER: 
COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: mvt TO CSG PT m>e COMPLETION TOTAL WELL 
Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 

, -- *• 
*4 

0 221,540 
Drilling Daywork 2 2 5,800 $/day 12,296 frKior 12,296 24,592 
Drilling Turnkey mm 0 0 0 
Rig Mobilization and Demobilization mm 0 '.mot 0 0 
Road & Location Expense mm 20,935 - < 2,120 23,055 
Damages mat 5,000 :, 4 

-mm 
0 5,000 

Directional Drilling - Tools and Service mat 0 0 0 
Drilling Fluids \ mhr- 37,100 0 37,100 
Fuel, Power, and Water "mm. 15,900 mtm 0 15,900 
Supplies - Bits 

"mm. 
0 795 795 

Supplies - Casing Equipment mm> 2,226 mm 4,240 6,466 
Supplies - Liner Equipment 

mm> 
0 mm 0 0 

Supplies - Miscellaneous mm 0 "mm 0 0 
Cement and Cmt Services - Surface Csg Mitt 4,240 w 0 4,240 
Cement and Cmt Services - Int Csg mm 12,720 0 12,720 
Cement and Cmt Services - Prod. Csg it" 0 mm 21,200 21,200 
Cement and Cmt Services - Other mm 0 •M - I 0 0 
Rental - Drilling Tools and Equipment mm 0 0 0 
Rental - Misc. mm 20,140 mm 3,180 23,320 
Testing - Drill Stem / Production mm 4,770 mm 2,650 7,420 
Open Hole Logging mm 31,800 *t 0 31,800 
Mudlogging Services mtn 11,925 ** 0 11,925 
Special Services mm 0 mm 0 0 
Plug and Abandon 12,000 mm (12,000) 0 
Pulling and/or Swabbing Unit SW \ 0 mttr 15,264 15,264 
Reverse Equipment *f 0 mm 5,300 5,300 
Wireline Services mm 0 mm 19,080 19,080 
Stimulation **' 0 mm 12,720 12,720 
Pump / Vacuum Truck Services mm 0 mm 6,075 6,075 
Transportation mm 2,120 mmt 2,650 4,770 
Tubular Goods - Inspection & Testing mm 0 mm 5,300 5,300 
Unclassified mm 530 mm 0 530 
Telephone and Radio Expense ' mm 954 mm 318 1,272 
Engineer / Geologist / Landman mm 22,500 , y- <• 

mm 3,000 25,500 
Company Labor - Field Supervision mm 15,900 mm 6,500 22,400 
Contract Labor / Roustabout WftU 1,590 'mm 9,540 11,130 
Legal and Professional Service mm 5,000 mm 0 5,000 
Insurance mtn 6,121 mtrt 0 6,121 
Overhead wmf&tt''' 7,000 M X ) 3,500 10,500 
SUBTOTAL 474,307 123,728 598,035 
Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A"Street 
Building 2, Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 M g y 2 ( ) 0 0 

Mrs. Elizabeth White Nelson 
P. 0. Box 874 
Roswell, New Mexico 88202-0874 

Re: AFE to participate or Agreement 
to Grant Term Assignment 
SW/4 NE/4 of Section 29, 
T-18-S, R-28-E, NMPM, 
Pathfinder Prospect 
Eddy County, New Mexico 

Dear Mrs. Nelson: 

Pursuant to my recent telephone conversations with your father, this letter 
shall set forth the general terms and conditions of our agreement for you to either 
participate in Nearburg's proposed Pathfinder w29" St. Com #1 well (AFE enclosed) or 
grant a term assignment to Nearburg Exploration Company, LLC ("Nearburg") on the 
captioned lands. The accepted terms for said assignment are as follows: 

1. Nearburg will pay you $500.00 per acre (for a total of $520.84) for a 
two (2) year term assignment, commencing May 29, 2000 of 100% of 
the leasehold rights owned by you under the captioned acreage, limited 
to depths below 3000' subsurface down to and including the base of the 
Morrow formation. 

2. You will retain an overriding royalty interest equal to the difference 
between existing burdens and 25%, thus delivering to Nearburg a 
75% net revenue interest under the term assignment, proportionately 
reduced. 

Nearburg would prepare a formal term assignment instrument for your review 
and approval, with an anticipated closing of this transaction in the next few weeks. 

If you elect to participate in the drilling of this well, please execute and return 
one (1) copy of our AFE. We will then forward a joint operating agreement for your 
review and approval. If you elect to grant a term assignment under the terms listed 
herein, please execute this letter in the space provided below and return one original 



Mrs. Elizabeth White Nelson 
May 16, 2000 
Page -2-

to the undersigned as soon as possible. We would also appreciate your faxing a copy 
of the executed letter agreement to 915-686-7806, so we can begin processing our 
check requests. 

Should you have any questions concerning these matters, please contact me at 
the number shown in the letterhead. Thank you for your cooperation and we look 
forward to closing this trade in the near future. 

Sincerely, 

MarklWheeler, CPL 
Senior Landman 

TERM ASSIGNMENT TERMS AGREED TO AND ACCEPTED 

this day of _, 2000. 

Elizabeth White Nelson, a married woman, 
as her sole and separate estate 

z 23b 3b? aas 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

§ 
CO 

i 
o 
u_ 
w 
0 . 

Sent to 

c •—• •— 

-f lll.l.l..l...l.lll...,..ll,„lll 
Elizabeth White Nelson 

" P O. Box 874 

. Roswell, New Mexico 88^01 

Spedal Delivery Fee 

Restricted Delivery Fee 

Return Receipt Snowing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, & Addressee's Address 

TOTAL Postage & Fees $ 
Postmark or Date 

Jit— 



Nearburg Producing Compaltv w page 1 of 2 
Exploration and Production 
Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Pathfinder 29 State WELL NUMBER: 1 PBTD: 11,000' 

LOCATION: 1,980' FNL & 660" FEL, Section 29, T18S, R28E, Eddy County NM 

FIELD: Wildcat Morrow EXPLORATORY.DEVELOPMENT,WORKOVER: E 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow gas producer. 

DATE PREPARED: 4/6/00 EST. START DATE: 7/1/2000; EST. COMPLETION DATE: 8/15/2000 

ACCOUNTING WELL NUMBER: 

COMMUNICATIONS ACCOUNT NUMBER: 

INTANGIBLE COSTS: TO CSG PT COMPLETION TOTAL WELL 

Drilling Footage 11,000 Ft @ 19.00 $/Ft mm 221,540 *t 0 221,540 

Drilling Daywork 2 2 5,800 $/day 12,296 met 12,296 24,592 

Drilling Turnkey mm 0 m.m 0 0 

Rig Mobilization and Demobilization m-Kf 0 i mm 0 0 

Road & Location Expense mm 20,935 mm 2,120 23,055 

Damages mm 5,000 mm 0 5,000 

Directional Drilling - Tools and Service 0 mm 0 0 

Drilling Fluids mm 37,100 mm- 0 37,100 

Fuel, Power, and Water W W 15,900 mm 0 15,900 

Supplies - Bits m*is 0 mm 795 795 

Supplies - Casing Equipment 'mm 2,226 mm 4,240 6,466 

Supplies - Liner Equipment , **** 0 0 0 

Supplies - Miscellaneous - mm 0 *~**m 0 0 

Cement and Cmt Services - Surface Csg mm 4,240 0 4,240 

Cement and C m t Services - Int Csg mm 12,720 0 12,720 

Cement and C m t Services - Prod. Csg 0 mm 21,200 21,200 
Cement and Cmt Services - Other m.m 0 s-? -

mm 0 0 
Rental - Drilling Tools and Equipment mm 0 ,-mm 0 0 
Rental - Misc. mm 20,140 mm 3,180 23,320 
Testing - Drill Stem / Production 'm»f 4,770 mm 2,650 7,420 
Open Hole Logging , mm 31,800 *4 0 31,800 

Mudlogging Services mm 11,925 *t 0 11,925 
Special Services 

•». 
0 mrr 0 0 

Plug and Abandon mm 12,000 
•&:&&;&$-

mm (12,000) 0 
Pulling and/or Swabbing Unit * **; 0 JJ i 15,264 15,264 

Reverse Equipment 

**• •• 
0 mm 5,300 5,300 

Wireline Services ••••-••••JÛ fty-: 0 t mm 19,080 19,080 

Stimulation m 0 mm 12,720 12,720 

Pump / Vacuum Truck Services "mm 0 ' mm 6,075 6,075 

Transportation •mm 2,120 pu-m 2,650 4,770 

Tubular Goods - Inspection & Testing mm 0 mm 5,300 5,300 

Unclassified mm- 530 "mm 0 530 

Telephone and Radio Expense mm 954 mm 318 1,272 

Engineer / Geologist / Landman mm 22,500 > 
mm 

3,000 25,500 

Company Labor - Field Supervision 15,900 mm 6,500 22,400 

Contract Labor / Roustabout mm 1,590 mm 9,540 11,130 

Legal and Professional Service •mm 5,000 mtm 0 5,000 

Insurance mitt 6,121 mm 0 6,121 

Overhead 7,000 mm 3,500 10,500 

SUBTOTAL 474,307 123,728 598,035 

Contingencies (10%) 47,431 12,373 59,804 

ESTIMATED TOTAL INTANGIBLES 521,738 136,101 657,839 



Nearburg Exploration Company, L.L.C. 

Exploration and Production 
3300 North "A" Street 
Building 2. Suite 120 
Midland, Texas 79705 
915/686-8235 
Fax 915/686-7806 

TO THE WORKING INTEREST OWNERS 
SHOWN ON THE ATTACHED EXHIBIT WA" 

Re: Location Change 
Pathfinder w29" St. Com #1 
Eddy County, New Mexico 

Gentlemen: 

Please be advised that the actual footage location for the captioned well has 
changed due to an electrical line right of way. The new location is 990' FEL and 1980' 
FNL of Section 29, T-18-S, R-28-E, NMPM, Eddy County, New Mexico. Please 
substitute the new location on your copy of the AFE we mailed to you earlier. All 
other information on said AFE is still correct. 

Should you have any questions, please feel free to contact us. 

May 17, 2000 

Sincerely, 

/cmw:pathfinder 29 loc change (lm) 
xc: Bob Shelton 

Ted Gawloski 



EXHIBIT "A" 

Pathfinder "29" State Com. #1 
1,980' FNL and 660' FEL 
Section 29, T-18-S, R-28-E 
Eddy County, New Mexico 

Yates Petroleum Corporation 
105 S. Fourth St. 
Artesia, New Mexico 88210 

Louis Dreyfus Gas Holdings, Inc. 
Quail Springs Corporate Park 
14000 Quail Springs Parkway #600 
Oklahoma City, Oklahoma 73134 

Marathon Oil Company 
P. O. Box 552 
Midland, Texas 79702 

Marbob Energy Corporation 
P. O. Box 227 
Artesia, New Mexico 88211 

Pitch Energy Corporation 
P. O. Box 304 
Artesia, New Mexico 88211 

Laura Jones 
a O Paul Slayton 
P. O. Box 2035 
Roswell, New Mexico 88202 

EOG Resources, Inc. 
P. O. Box 2267 
Midland, Texas 79702 

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

Western Reserves Oil Company 
P. O. Box 993 
Midland, Texas 79702-0993 

Harvard Petroleum Corporation 
P. O. Box 936 
Roswell, New Mexico 88201 



WIO PATHFINDER "29" STATE COM. #1 
Page 2 of :$ 

Robert J. Leonard 
P. O. Box 400 
Roswell, New Mexico 88201 

Elizabeth White Nelson 
P. O. Box 874 
Roswell, New Mexico 88201 

J. Phelps White, I I I 
P. O. Box 874 
Roswell, New Mexico 88201 

Bean Family Limited Company 
P. O. Box 1738 
Roswell, New Mexico 88202 

Dora L. McKnight 
P. O. Box 1738 
Roswell, New Mexico 88201 

New Mexico Western Minerals, Inc. 
P. O. Box 1738 
Roswell, New Mexico 88201 

Elk Oil Company 
P. O. Box 310 
Roswell, New Mexico 88201 

Tom D. White 
P. O. Box 533 
Roswell, New Mexico 88201 

Cheryl W. Derrick 
P. O. Box 533 
Roswell, New Mexico 88201 

Theodore P. White 
P. O. Box 533 
Roswell, New Mexico 88201 

Roy G. Barton 
1919 N. Turner 
Hobbs, New Mexico 88240 

The Anderson-Malone Trust u/t/a 12/5/91 
P. O. Box 87 
Roswell, New Mexico 88201 

Earl L. Malone, MD 
310 W. Mescalero Rd, Apt. 11 
Roswell, New Mexico 88201-5830 



WIO PATHFINDER "2d" STATE COM. #1 
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Charles F. Malone, 
Living Trust u/t/a/ 8/1/87 
P. O. Drawer 700 
Roswell, New Mexico 88201 

Jean A. Eaton 
5921 S. Datura Court 
Littleton, Colorado 80120 

Baynard W. Malone, as Trustee of the Elizabeth A. Malone 
Testamentary Trust f/b/o Edna M. Schwarz 
P. O. Box 87 
Roswell, New Mexico 88201 

Baynard W. Malone, as Trustee for Ross L. Malone 
Testamentary Trust 
P. O. Box 87 
Roswell, New Mexico 88201 

Charles F. Malone 
P. O. Drawer 700 
Roswell, NM 88201 

J. Phelps White, IV 
P. O. Box 1433 
Roswell, New Mexico 88202 

Constance A. White 
7007 Lawler Ridge 
Houston, Texas 77055 
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OPERATING AGREEMENT 

THIS AGREEMENT, entered into by and Nearburg Produc ing Company 
hereinafter designated and 

referred to as "Operator", and the signatory party or parties other than Operator, sometimes hereinafter referred to Individually herein 
as "Non-Operator", and collectively as "Non-Operators". 

WITNESSETH: 

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

NOW, THEREFORE, it is agreed as follows: 

ARTICLE I. 

DEFINITIONS 

As used in this agreement, the following words and terms shall have the meanings here ascribed to them: 
A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 

and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated. 
B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 

lying within the Contract Area which are owned by the parties to this agreement. 
C. The term "oil and gas interests" shall mean unleased (ee and mineral interests in tracts of land lying within the 

Contract Area which are owned by parties to this agreement. 
D. The term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 

developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests 
are described in Exhibit "A". 

E The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
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
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 

F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
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 

any operation conducted under the provisions of this agreement. 
H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 

in a proposed operation. 

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

ARTICLE II. 
EXHIBITS 

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 
H A. Exhibit "A", shall include the following information: 

(1) Identification of lands subject to this agreement, 
(2) Restrictions, if any, as to depths, formations, or substances, 
(3) Percentages or fractional interests of parties to this agreement, 
(4) Oil and gas leases and/or oil and gas interests subject to this agreement, 
(5) Addresses of parties for notice purposes. 

0 B. Exhibit "B", Form of Lease. 
GE1 C. Exhibit " C " , Accounting Procedure. 

D. Exhibit "D", Insurance. 
E. Exhibit ' E " , Gas Balancing Agreement. .Not i ce o f J o i n t O p e r a t i n g Agreement L i e n , S e c u r i t y 
F. Exhibit " F " , r^-Diserimkatten-an^ and F i n a n c i a l Statement 

B-^.H&*ibhJM^,-T«-Part!*eM^ There i s no Exhibit "GM to t h i s agreement. 
If any provision of any exhibit, except Exhibits " E " and " G " , is inconsistent with any provision contained iiu 

of this agreement, the provisions in the body of this agreement shall prevail. 

U»» al Hw «tnli<ti»», rot U paluV 
mt-at whan Mk-vutt t mitiM ta lb* 
k>w'xm Auatiatoi n> falnikwa landi-Ma 

1 -
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A>AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT • 1982 

1 A R T I C L E III . 
2 INTERESTS OF PARTIES 

3 
4 A. OU aad Gu Interests! 
5 
6 II any party owns an oil and gas tnterest tn the Contract 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. Interest* 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 all production of oil and gas from the Contract Area subject to the 
15 payment of myMrx^th********, due on each par ty ' s share of whirh shall be borne as hereinafter set forth. 
1 6 production 
17 Regardless of which party has contributed the leasefs) and/or oil and gas interests) hereto on which royalty is due and 
18 payable, each party entided 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 its interest in such production, the royalty amount stipulated hereinabove and shall hold the 
20 other parties free from any liability therefor. No party shall 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 
25 Nothing contained in this Article III.B. shall be deemed an assignment or cross-assignment of interests covered hereby. 
26 *See Page 2a. 
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 of the amount stipulated in Article III.B., such party so 
31 burdened shall assume and alone bear all such excess obligations and shall Indemnify and hold the other parties hereto harmless (rom any 
32 and all claims and demands (or payment asserted by owners of such excess burden. 
33 
34 D. Subsequendy Created Interests: 
35 
36 M » n v party should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit "A", or 
38 was not disclosed In writing to aU other parties prior to the execution of this agreement by all parties, or is not a joindy acknowledged and 
39 accepted obligation of all parties (any such interest being hereinafter referred to as "subsequendy created interest" irrespective of the 
40 timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred 
41 to as "burdened party"), and: 
42 
43 1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion 
44 of its working interest and/or the production attributable thereto, said other party, or pardes, shall receive said assignment and/or 
45 production free and clear of said subsequendy created interest and the burdened party shall indemnify and save said other party, 
46 or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest; 
47 and, 
48 
49 2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be 
50 enforceable against the subsequendy created Interest in the same manner as they are enforceable against the working interest of 
51 the burdened party. 
52 
53 ARTICLE IV. 
54 TITLES 
55 
56 A. Tide Examination: 

58 Tide examinadon shall be made on the drillsite of any proposed well prior to commencement of drilling operations or, if 
59 the Drilling Parties so request, tide examination shall be made on the leases and/or oil and gas interests included, or planned tojie indud-
60 ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding 
61 royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases andMtjil and 
62 gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lesji status 
63 reports), tide opinions, title papers and curative material in its possession free of charge. All such information not in the possesion of or 
64 made available to Operator by the parties, but necessary for the examination of the tide, shall be obtained by Operatof.-Opeff«jr shall 
65 cause title to be exajnined by attorneys on its staff or by outside attorneys. Copies of all tide opinions shall be furnj|sh«l to *â h party 
66 hereto. The cost incurred by Operator in this tide program shall be borne as follows: /"/ thi 

6 8 • Opiiuu Nu. l.'Cum hiuiuedby OpeiaLui hi tnmuring abauatt* and tide examination (including pfclimi^ffi^ 
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1 ARTICLE III . 
2 INTEREST OF PARTIES 
3 
4 B. Interest of Parties in Costs and Producuon (Continued): 

6 It is recognized by the parties hereto that in addition to each party's share of working interest production as shown in Exhibit "A", such 
7 party shall have the right, subject to existing contracts, to market the royalty gas attributable to each lease which it contributes to the 
8 Contract Area and to receive payments due for such royalty gas produced from or allocated to such lease or leases. It is agreed that, 
9 regardless of whether each party markets or contracts for its share of gas, including the royalty gas under the leases which it contributed to 

10 the Contract Area, such party agrees to pay or cause to be paid to the royalty owners under its lease or leases the proceeds attributable to 
11 their respective royalty interest and to hold all other parties hereto harmless for its failure to do so. 
12 
13 
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ARTICLE IV 
continued 

1 S Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for tide examination 
2 (including preliminary, supplemental, shut-in gas royalty opinions and division order tide opinions) shall be borne by the Drilling Parues 
3 in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parues as such interests appear in Ex-
4 hibit " A " . Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 

5 functions. 
6 
7 Each party 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 of pooling 
9 designations or declarations as well as the conduct of hearings before governmental agencies for die securing of spacing 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 tide to the drillsite or drilling unit has been examined as above 
13 provided, and (2) the tide has been approved by the examining attorney or tide has been accepted by all of the parties who are to par-
14 ticipate in the drilling of the well. 
15 
16 B. Loss of Tide: 
17 
18 1. Failure of Tide: Should any oil and gas interest or lease, or interest therein, be lost through failure of tide, 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 tide failure to acquire a new lease or other instrument curing the entirety of the tide failure, which acquisi-
21 tion will not be subject to Article Vlll.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 affected by the tide failure shall bear alone the entire 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 part to the other parties hereto by reason of such tide 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 tide failure has oc-
28 curred, so that the interest of the party whose lease or interest is affected by the tide failure will thereafter be reduced in the Contract 
29 Area 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 Contract Area is 
31 increased by reason of the tide failure, the party whose tide has failed shall receive the proceeds attributable to the increase in such in-
32 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such 
33 well; 
34 (d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the tide which has 
35 failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the party 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 tide failure shall be 
38 borne by the party or parties whose tide failed in the same proportions in which they shared in such prior 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 being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in 

41 connection therewith. 

42 
43 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well 
44 payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates, 
45 there shall be no monetary liability against the party who failed to make such payment. Unless die party who failed to make the required 
46 payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment, 
47 which acquisition will not be subject to Article Vlll.B., the interests of the parties shall be revised on an acreage basis, effective as of the 
48 date of termination of the lease involved, and the party who failed to make proper payment will no 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 required 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, for the development and operating costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled 
53 or wells previously abandoned) from so much of the foUowing as is necessary to effect reimbursement: 
54 (a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest, 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 wells thereafter drilled) which, in the absence of such lease 
58 termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
59 portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, 
60 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the 
61 lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. 
62 
63 3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.l. and IV.B.2. above, 
64 and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in die 
65 the Contract Area. 

66 
67 
68 
69 
70 

Ust af this identifying msik is t'fuhiliiretj 

c-KcciH when j Who in ed in wilting by tho 

Aiiwckan AsmckiKm uf Putroltum Undima 

-3-



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

! ARTICLE V. 

2 OPERATOR 

3 
4 A. Designation and Responsibilities of Operator: 

I Nearburg Producing Company s h a l l b e t h e 

7 Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and 
8 required by, and within the limits of this agreement. It shall conduct 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 tfjereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
16 Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 
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. 
25 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected 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 selected 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 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
39 
40 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
41 desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
44 dependent contractors who are doing work of a similar nature. 
45 
46 

47 
48 

49 ARTICLE V I . 

50 DRILLING AND DEVELOPMENT 

51 
52 A. Initial Well: 
53 . 20 00 XXXX a u t ' h o r i z e a ' t o 
54 On or before th. 1 5 t h , „ y n f A u g u s t , ZUUU > i 5 Z Z _ , Operator shall 'commence the drilling of a well for 
55 oil and gas at the following location: 

^ 1 , 9 8 0 ' FNL and 6 6 0 ' FEL o f S e c t i o n 29 , T - 1 8 - S , R-28-E 

58 
59 
60 
61 

Eddy County, New Mexico 

and shall thereafter continue the drilling of the well with due diligence to 11 ,000 1 , o r t o 
adequately test the Morrow formation, whichever i s the lesser 

62 depth, 
63 
64 
65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impradt&jl, is en 
66 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. /£>$I£$$ 
67 . . . . n UA\.. 
68 Operator shall make reasonable tests of all formations encountered during drilling which give indication |of(cc^n^^^ and 
69 gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or f o f ^ t ^ ^ ^ w h i c h 
70 event Operator shall be required to test only the formation or formations to which this agreement may apply. v - I m ' ^ f ' ^ i l ^ t -

'li'-e nl iflf.'iiilviinl W-J:* <S t'1"'"^"1* 
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ARTICLE VI • 
continued 

1 If, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the 
2 well as a dry hole, the provisions of Article VI.E.l. shall thereafter apply. 
3 
4 
5 
6 
7 

B. Subsequent Operations: 

8 i . Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided 
9 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 joindy owned by all 

10 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 
11 other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
1 2 tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice 
13 within which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If a drill-
14 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, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within 
16 the period above fixed 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 prompdy confirmed in writing. 
18 
19 
20 

21 If all parties elect 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 all 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 additional time is reasonably necessary to obtain 
26 permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete tide ex-
27 amination or curative matter required for tide approval or acceptance. Notwithstanding the force majeure provisions of Article X I , if the 
28 actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and 
29 if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 
32 
33 

34 2. Operations by Less than All Parties: If any party receiving such notice as provided in Article VI.B.l. or VILD.l. (Option 
35 No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties 
36 giving the notice and such other parties as shall elect to partidpate in the operation shall, within ninety (90) days after the expiration of 
37 the notice 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 
38 on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all 
39 work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is 
40 a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
41 tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
42 sen ting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with ail terms and con-
43 ditions of this agreement. 
44 
45 
46 

47 If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable 
48 notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as 
49 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours 
50 (exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
51 tidpation to such party's interest as shown on Exhibit " A " or (b) carry its proportionate part of Non-Consenting Parties' interests, and 
52 failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for 
53 such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party, 
54 at its election, may withdraw such proposal if there is insufficient partidpation and shall prompdy notify all parties of such decision. 
55 
56 
57 

58 The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involve 
60 operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consent: 
61 If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface locati| 
62 sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Artide result) 
63 ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole < 
64 
65 
66 
67 
68 
69 
70 
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ARTICLE V I 
continued 

1 and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
2 des. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties 
3 in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, 
4 and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting 
5 Party's interest in the well and share of production therefrom until the proceeds ^ f ^ ^ s ^ f - r ^ s u £ ^ share, calculated at the well, or 
6 market value thereof if such share is not sold, (after deducting production taxes/excise Uxes, royalty.^overfiding royalty and other in-
7 terests not excepted by Article Ul.D. payable out of or measured by the production from such well accruing witli respect to such interest 

8 until it reverts) shall equal the total of the following: 

9 
10 
11 
12 (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead 
13 connections (including, but not limited to, stock 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-Consenting 
17 Party had it participated in the well from the beginning of the operations; and 

18 
19 
20 
21 (h) 300 % 0 f thjt portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing, 
22 after deducting any cash contributions received under Article VIU.C, and 300 % of that portion of the cost of newly acquired equip-
23 ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had 
24 participated therein. 
25 
26 
27 

28 An election not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-
29 working or plugging back operation proposed in such a well, 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 operation conducted during the recoupment period shall be deemed part of the cost of operation of said well 
32 and there shall be added to the sums to be recouped by the Consenting 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-Consenting Party had it participated therein. If 
34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. shall be ap-
35 plicable as between said Consenting Parties in said well. 
36 
37 
38 
39 During the period of time Consenting Parties are entided to receive Non-Consenting Party's share of production, or the 

40 proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance.̂ xcise.̂ adiehng and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production not excepted by Ar-
42 tide ffl.D. 
43 
44 
45 
46 In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, free 
47 of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
49 ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage. 
50 
51 
52 

53 Within sixty (60) days after the completion of any operation under this Artide, the party conducting the operations for the 
54 Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an 
55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its 
56 option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
57 ings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the 
58 operations for the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities in-
59 curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount o||>roceeds 
60 realized from the sale of the well's working interest production during the preceding month. In determining the quantity.of I 
61 produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering < 
62 well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any sue 
63 which would have been owned by a Non-Consenting Party had it partidpated therein shall be credited against the total unreti 
64 of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall i 
65 above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party. 
66 
67 
68 
69 
70 
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ARTICLE VI 
continued 

1 If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided for above, 
2 the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
3 Consenting Party 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 Party shall be charged with and shall pay its proportionate part of the further costs of 
6 the operation of said well 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 Contract Ana is producing, unless such 
12 well conforms to the then-existing well spacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VI.A. 
17 except (a) as to Article VII.D.l. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such 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, i): initially completed for pro-
19 duction, ceases to produce in paying quantities. 
20 
21 
22 

23 3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been 
24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing a 
25 reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
26 ing operation just completed. Stand-by costs subsequent to ail parties responding, or expiration of the response time permitted, whichever 
27 first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
28 matical paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently 
29 withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion 
30 each Consenting Party's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all Consenting Par-
31 ties. 
32 
33 
34 

35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operation shall 
36 also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole 
37 location (herein called "sidetracking"), unless done to straighten the hole or to drill around junk in the hole or because of other 
38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the 
39 affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal 
40 to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows: 
41 
42 
43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in 
45 the initial drilling of the well down to the depth at which the sidetracking operation is initiated. 
46 
47 
48 
49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well's 
50 salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the 
51 provisions of Exhibit "C", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 
52 

53 
54 
55 In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and 
57 receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time 
58 incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
59 by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each steting par-
60 ty's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all the electing parties. In another in-
61 stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. 
62 
63 
64 

65 C. TAKING PRODUCTION DM KIND: 
6 6 .have the r ight to / m a r k e t 

67 Each party shall'take in kind or separately dispo»e=ofc its proportionate share of all oil and gas produced froiffWKF^' 
68 exclusive of production which may be used in development and producing operations and in preparing and (peMglbi| 
69 marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or sepi 
70 party of its proportionate share of the production shall be borne by such party. Any party taking its share of prodil^&$ufc 

Use 6! r>.-(s icli'.-tfifvififj mm L- (m;.'it, 
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ARTICLE VI 
continued 

1 required to pay for only its proportionate share of such part of Operator's surface facilities which it uses. 
2 *See b e l o w . 

3 Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from 
4 the Contract Area, and, except as provided in Article VII.B., shall be entitled to receive payment directly from the purchaser thereof for 
5 its share of all production. 
6 

7 Irr-th«-ej£gnt_any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionateshai&^f--
8 the oil produced frorriTHe~CoTrt«i€t-&iea1_0 shall have the right, subject to the revocation at will by thjjjarty^rWrffiigltTbut not 
9 the obligation, to purchase such oil or sell Uno~olrieTs-aMn}airneMi^rom time to time^JoxJlia-aecOunt^ftne non-taking party at the 

10 best price obtainable in the area for such production. Any such purd^x^£Ssi t^X^^MoT shall be subject always to the right of the 
11 owner of the production to exercise at any time hsji£bi-te--ta1teTnkind, or separately dispose~75frrt3-shar^2f_al^ not previously 
12 delivered to a purchaser. Any purduise_of-saie"1>yOperator of any other party's share of oil shall be only for such reasoriaBIe~periedsjaL 
13 time as are consjsteju ĴwtrrTKeTrunimum needs of the industry under the particular circumstances, but in no event for a period in excess 
14 oi-oae-ttyyearT See page 8 a . 
15 
16 In the event one or more parties' separate disposition of its share of the gas causes split-stream deliveries lo 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 D. Access to Contract Area and Information: 
22 

23 Each party shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations, 
24 and shall have access at reasonable times to information pertaining to the development or operation thereof, including 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, well 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 well drilled on the ConOract Area. The cost of 
28 gathering and furnishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-
29 quests the information. 
30 
31 E. Abandonment of Wells: 
32 

33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2., any well which has been 
34 drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
37 such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening 
39 such well. Any party who objects to plugging and abandoning such well shall have the right to take over the well and conduct further 
40 operations in search of oil and/or gas subject to the provisions of Article VLB. 
41 

42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conduaed 
43 hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a 
44 producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall 
45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within 
46 thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well, 
47 those wishing to continue its operation from the intervals) of the formation^) then open to production shall tender to each of the other 
48 parties its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of 
49 Exhibit "C", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
50 the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and 
51 material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in-
52 terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and 
53 gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
54 tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil and/or gas is pro-
55 duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit 

*Each p a r t y e l e c t i n g to take i n k i n d or separately dispose of i t s 
p r o p o r t i o n a t e share of the production from the Contract Area s h a l l keep 
accurate records of the volume, s e l l i n g p r i c e , r o y a l t y and taxes r e l a t i v e 
to i t s share of pro d u c t i o n . Non-Operators s h a l l , upon request, $| 
f u r n i s h operator w i t h t r u e and complete copies of the records required 
to be kept hereunder whenever, under the terms of t h i s agreement or 
any agreement executed i n connection h e r e w i t h , i t i s necessary f o r 
Operator to o b t a i n said i n f o r m a t i o n . Any i n f o r m a t i o n f u r n i s h e d to 

65 Operator hereunder s h a l l be used by Operator only to the extent 
66 necessary to c a r r y out i t s d u t i e s as Operator and s h a l l otherwise^ 

67 be kept c o n f i d e n t i a l . 
68 
69 
70 

Use of this tfentifvimj otaik is pmtiibitotf 
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1 ARTICLE VI. 
2 DRILLING AND DEVELOPMENT 
31 
4 C. Taking Production in Kind: (Inserted from page 8, line 7) 
5 
6 In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 
7 the oil and gas produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but 
8 not the obligation, to purchase such oil and gas or sell it to others at any time from time to time, for the account ofthe non-taking party at the 
9 best price obtainable in the area for such production. Any such purchase of sale by Operator shall be subject always to the right of the 

10 owner ofthe production to exercise at any time its right to take in kind, or separately dispose of its share of all oil and gas not previously 
11 delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil and gas shall be only for such reasonable 
12 periods of time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in 
13 excess of one (1) year. Notwithstanding the foregoing, Operator shall not make a sale, including one into Interstate commerce, or any other 
14 party's share of gas production without first giving such other party thirty (30) days notice of such intended sale. 
I? 
16 
17 
IK 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 
ARTICLE VI 

continued 
1 " B " . The assignments or leases so limited shall encompass the "drilling unit" upon which the well is located. The payments by, and the 
2 assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the 
^ Contraa Area to the aggregate of the percentages of participation in the Contraa Area of all assignees. There shall be no readjustment of 
4 interests in the remaining portion of the Contraa Area. 

5 
6 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation 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 parties 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 prior interest in 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 until all parties having the right to condua 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 VIE. 
19 
20 ARTICLE V I I . 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 
23 A. Liability of Parties: 
24 
25 The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and 
26 shall be liable only for its proportionate share of the costs of developing and operating the Contraa Area. Accordingly, the liens granted 
27 among the parties in Article 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 creating, a mining or other partnership or association, or to render the parties liable as partners. 
29 I t i s not the i n t e n t i o n of the parties that t h i s contract i s made, or intended for 
™ the,benefit of any,third person. 
W B. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Operator a hen upon its oil and gas rights in the Contract Area, and a security interest in its share 
33 of oil and/or gas when extraaed and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided in Exhibit "C". To the extent that Operator has a security interest under the Uniform Commercial Code of the 
35 state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
37 rights or security interest as security for the payment thereof. In 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 collect from the purchaser the proceeds from 
39 the sale of such Non-Operator's share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each 
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien 
41 and security interest to the Non-Operators to secure payment of Operator's proportionate share of expense. 
42 
43 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by 
44 Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
45 the interest of each such party bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain 
46 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 
47 
48 C. Payments and Accounting: 

49 
50 Except as herein otherwise specifically provided, Operator shall prompdy pay and discharge expenses incurred in the development 
51 and operation of the Contraa Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
52 tionate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder, 
53 showing expenses incurred and charges and aedits made and received. 
54 
55 Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding 
57 month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 
58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estim& within 
60 fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, tJeamount 
61 due shall hear interest as provided in Exhibit " C " until paid. Proper adjustment shall be made monthly between advances andjajkual ex-
62 pense to the end that each party shall bear and pay its proportionate share of aaual expenses incurred, and no more. 

64 D. Limitation of Expenditures: f | p 

66 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well drij^jj^^epened 
67 pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall m c l u ^ & ^ ^ ^ | ^ i 

69 
70 Va - f . ^ - ^Sb , 
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ARTICLE V I I 
continued 

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

3 
4 H 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 parties, Operator shall give immediate notice 
6 to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight 
7 (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
8 tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
9 eluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within die period above fixed shall 

10 constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties, 
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 
15 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 well 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 of T w e n t y - f i v e Thousand Dollars ($ 2 5 . 0 0 0 ) 
22 except in connection with a well, the drilling, reworking, deepening, completing, 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 its opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting 
27 an information copy thereof for any single project costing in excess nf F i f t e e n Thousand 
28 Dollars ( j ! 5 ,000 ) but less than the amount first set forth above in this paragraph. 

29 
30 E. Rentals, Shut-in Well Payments and Minimum Royalties: 

31 
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the 
33 party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
34 tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and on 
35 behalf of all 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 payment 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 shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production 
41 of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify 
43 Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment 

44 shall be borne jointly by the parties hereto under the provisions of Article IV.B.3. 

45 
46 F. Taxes: 
47 
48 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property 
49 subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 
50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not 
51 be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
52 Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or 
54 owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
55 tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding 
56 anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax 
57 value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in 
58 the manner provided in Exhibit "C". 

60 K Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time andjananner 
61 prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final deter-
62 mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxewind any 
63 interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for thMint ac-

64 count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid bwtttem, as 

65 provided in Exhibit "C". ffi 

66 
67 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upc^«rjwTQrj«^«ct to 
68 the production or handling of such party's share of oil and/or gas produced under the terms of this agreement. [ T p f T | ; - | \ * 1 
69 WBm 
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ARTICLE VII 
continued 

1 G. Insurance: 

2 
3 At all times while operauons are conducted hereunder, Operator shall comply with the workmen's compensation 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 joint 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 parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment. 

12 
13 ARTICLE V I I I . 
14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 
15 

16 A. Surrender of Leases: 
17 
18 The leases covered by this agreement, insofar as they embrace acreage in the Contract 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 title, all of its interest in 
23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production 
24 thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
25 terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease 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 on the form attached hereto as Exhibit " B " . Upon such assignment or lease, the assigning party shall be relieved from all 
28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well 
29 attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises :ind its equipment and pro-
30 duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the 
31 party assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable to the assigned or leas-
32 ed acreage. The value of all material 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 the proportions that the interest of each bears to the total interest of all such parties. 
35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering 
37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage 
38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 
39 agreement. 

40 
41 B:—Renewal or Extension of Leaaeat 
42 
43 If any party Mimu a renewal uf any oil and gas lease subject to this agictmuu, all oiher parlies shall be notified promptly, an 
44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownerships the 
45 renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their severrfproper pro-
46 portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shaUJjp^fTproportion to the 
47 interests held at that time by the parties in the Contract Area. 
48 
49 If some, but less than all, of the parties elect to participate in the purchase of a renewaHease, it shall be owned by the parties 
50 who elect to participate therein, in a ratio based upon the relationship of their respectivepefcentage of participation in the Contract Area 
51 to the aggregate of the percentages of participation in the Contract Area of all partieSparticipating in the purchase of such renewal lease. 
52 Any renewal lease in which less than all parties elect to participate shall^pefoe subject to this agreement. 

53 
54 Each party who participates in the purchase of a renewaH€ase shall be given an assignment of its proportionate interest therein 
55 by the acquiring party. 
56 
57 The provisions of this Article shall apprj^:o renewal leases whether they are for the entire interest covered by the expiring lease 
58 or cover only a portion of its area oratrlnterest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or 
59 contracted for within six (6) rnortfhs after the expiration of the existing lease shall be subject to this provision; but any lease takjfeor con-
60 tracted for more than sjx-f6fmonths after the expiration of an existing lease shall not be deemed a renewal lease: and shall not bep|bject to 

61 the provisions of t̂ms agreement. 

o2 
6 3 T l T T p p n u i c i n n c | n t h i s A r r i r l f - j h M n l f i " h - j l " p p l ' ^ - M " " f n i l - i n r l f i n r I n n r n r 

6 4 

65 C. Acreage or Cash Contributions: 

66 
67 While this agreement is in force, if any party contracts for a contribution of cash towards the drilling 
68 operation on the Contraa Area, such contribution shall be paid to the party who conducted the drilling or other i 
69 applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the ] 
70 tribution is made shall prompdy tender an assignment of the acreage, without warranty of title, to the Drilling Parties-* 

Usr ' i \ 'hi i iiierflifviiiij n:3i K 

Alrifcucaii Assuuoi ui: 'J K'lr;^ 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE V m 
continued 

1 said Drilling Pardes shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be 
2 governed by provisions identical to this agreement. Each party shall prompdy notify all other paroes of any acreage or cash contributions 
3 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-
4 tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contraa Area. 
5 
6 If any party contracts for any consideration relating to disposition of such party 's share of substances produced hereunder, such 
7 consideration shall not be deemed a contribution as contemplated in this Article VUI.C. T h i s p a r a g r a p h s h a l l n o t be 
8 applicahle to the contribution of acreage by the Contributing Parties toward the 
° I n i t i a l , Substitute, or Option Test Well. 
9 D. Maintenance of Uniform Tnterest: 

10 
11 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no 
12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells, 
13 equipment and production unless such disposition covers either: 
14 
15 1. the entire interest of the party in all leases and equipment and produaion; or 
16 
17 2. an equal undivided interest in all leases and equipment and production in the Contraa Area. 
18 
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement 
20 and shall be made without prejudice to the right of the other parties. 
21 
22 If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion, may 
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for 
24 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 
25 party's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter 
26 into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contraa 
27 Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 
28 
29 E. Waiver of Rights to Partition: 
30 
31 If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an 
32 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 
34 
35 P:—Pmfciemial Right lu PunhasL.1 

36 
37 Should any party deoire to ocll all of any part of ita intercato under thia agreement, or ita righto and interoota in tho Contjj 
38 Area, it shall prompdy give written notice to the other parties, with full information concerning its proposed sde^wJiich-shaiTmciude the 
39 name and address of the prospective purchaser (who must be ready, willing and able to purchaseijlje^janmase'price, and all other terms 
40 of the offer. The other parties shall then have an optional prior right, for a period_jafje«r(tOT3ays after receipt of the notice, to purchase 
41 on the same terms and conditions the interest which the otherrjajj^ufrop^sesto sell; and, if this optional right is exercised, the purchas-
42 ing parties shall share the purchased interestJrijhfi-proTjSrSons that the interest of each bears to the total interest of all purchasing par-
43 ties. However, there shall bejicx^wefeTeruIal right to purchase in those cases where any party wishes to mortgage its interests, or to 
44 dispose of itsjnjgi*8ts-ijy"merger, reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-
45 panyr6Ttoa aubaidiary of a parent companyt or to any company in which any one party ownc a majority af tha stack. 
46 
47 ARTICLE IX. 

48 INTERNAL REVENUE CODE ELECTION 
49 

50 This agreement is not intended to aeate, and shall not be construed to aeate, a relationship of partnership or an association 
51 for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax 
53 purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affeaed eleas to be excluded 
54 from the application of all of the provisions of Subchapter " K " , Chapter 1, Subtitle " A " , of the Internal Revenue Code of 1954, as per-
55 mitted and authorized by Seaion 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
56 ecute on behalf of each party hereby affeaed such evidence of this election as may be required by the Secretary of the Treasury of the 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, 
58 and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affeaed give further 
59 evidence of this eleaion, each such party shall execute such documents and furnish such other evidence as may be requirftfby the 
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take j 
61 aaion inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the) 
62 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter " K " , < 
63 Subtitle " A " , of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the < 
64 mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the fore| 
65 tion, each such party states that the income derived by such party from operations hereunder can be adequately determined 1 

66 computation of partnership taxable income. /tJS"' 
67 
68 
69 
70 

Use of This ide.itifviini mark h 

r-Kcejst wl!0n auiliomed m wirtir.y by Tim 

Air-Biican Assucwtiun u) PcdJleuw Landman 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

! 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 errppd F i f t e en Thousand Dollars 
6 <i 15 .000 ) and if the payment is in complete setdement 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. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
9 pense of the parties participating 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 operations 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 operations hereunder. 
13 

14 ARTICLE X I . 

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 particulars concerning it; thereupon, the obligations of the party 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 shall 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 shall 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 alxive or otherwise, which is 

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

31 
32 ARTICLE X I I . 
33 NOTICES 
34 

35 AU notices 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 telecopier and addressed to 
37 the parties to whom the notice is given at the addresses listed on Exhibit " A " . The originating notice given under any provision hereof 
38 shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in 
39 response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given 
40 when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party 

41 shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties. 

42 

43 ARTICLE X I I I . 

44 TERM OF AGREEMENT 

45 
46 This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the 
47 period of time selected below; provided, however, no party hereto shall ever be construed as having any right, tide or interest in or to any 
48 lease or oil and gas interest contributed by any other party beyond the term of this agreement. 
49 
50 D OpLiun Nu. 1. Su lung as any uf the oil and gas leases subject to this agreement remain or are continued in force ac to any part 
51 uf tin; CuiiuaU Aiea, wlndm bj piuduetion, extension, renewal or otherwiac, 

52 
53 0 Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this 
54 agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or 
55 wells produce, or are capable of production, and for an additional period of 180 d ayS f r o m cessation of all production; provided, 
56 however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
57 ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
58 tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In theevent the 
59 well described in Article VI.A., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, ̂  ̂ capable 
60 of producing oil and/or gas from the Contraa Area, this agreement shall terminate unless drilling, deepening, plugging back ox Rework -

61 ing operations are commenced within 120 days from the date of abandonment of said well. 

62 
63 It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability 
64 acCTued or attached prior to the date of such termination. 

65 
66 
67 
68 
69 
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ARTICLE XIV. 
COMPLIANCE WITH LAWS AND REGULATIONS 

1 A. Laws, Regulations and Orders: 
2 
3 This agreement shall be subject to the conservation laws ofthe state in which the Contract Area is located, to the valid 
4 rules, regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and 
5 local laws, ordinances, rules, regulations, and orders. 
6 
7 B. Governing Law: 
8 
9 This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-

10 performance, breach, remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by 
11 the law of the state in which the Contract Area is located. If the Contract Area is in two or more states, the law of the state of 
12 shall govern. 
13 
14 C. Regulatory Agencies: 
15 
16 Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any 
17 rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders 
18 promulgated under such laws in reference to oil, gas and mineral operations, including the location, operation, or production of 
19 wells, or tracts offsetting or adjacent to the Contract Area. 
20 
21 With respect to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, 
2 2 injuries, claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation or 
2 3 application of rules, rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent 
24 such interpretation or application was made in good faith. Each Non-Operator further agrees to reimburse Operator for any 
2 5 amounts applicable to such Non-Operator's share of production that Operator may be required to refund, rebate or pay as a result 
26 of such an incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of 
2 7 such incorrect interpretation or application. 
28 
2 9 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the 
3 0 purchaser of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall 
31 Profit Tax Act of 1980", as same may be amended from time to time ("Act"), and any valid regulations or rules which may be 
32 issued by the Treasury Department from time to time pursuant to said Act Each party hereto agrees to furnish any and all 
33 certifications or other mformation which is required to be furnished by said Act in a timely manner and in sufficient detail to 
34 permit compliance with said Act. 
35 
36 ARTICLE XV. 
3 7 OTHER PROVISIONS 
38 
3 9 Notwithstanding any provisions herein to the contrary, the parties hereto agree as follows: 
40 
41 A. Notwithstanding any other provisions herein, if during the term of this agreement, a well is required to be drilled, deepened, 
4 2 reworked, plugged back, sidetracked, or recompleted, or any other operation that may be required in order to (1) continue a lease 
43 or leases in force and effect, or (2) maintain a unitized area or any portion thereof in and to any oil and/or gas and other interest 
4 4 which may be owned by a third party or which, failing in such operation, may revert to a third party, or (3) comply with an order 
4 5 issued by a regulatory body having jurisdiction in the premises, failing in which certain rights would terminate, the following 
4 6 shall apply. The party desiring to drill, deepen, rework, plug back, sidetrack, recomplete, or to perform any other operation that 
4 7 may be required pursuant to this paragraph A, shall give the other parties written notice ofthe proposed operation specifying the 
4 8 work to be performed, the location, proposed depth, objective formation, and the estimated cost of the operation. The parties <u 
4 9 receiving such notice shall have fifteen (15) days after receipt of the notice within which to notify the party wishing to do the £ 
5 0 work whether they elect to participate in the proposed operation, and any party electing to participate must pay its share of the co 
51 cost within the fifteen (15) day period after receipt of the notice, failing in which the parties interest who elected to participate JEJ 
5 2 but did not timely pay will be subject to the reassignment provision as set forth below. If a drilling rig is on location, notice of a o 
5 3 proposal to rework, drill, deepen, plug back, sidetrack, recomplete, or any other operation pursuant to this paragraph A may be cu 
5 4 given by telephone and the response period shall be limited to forty-eight (48) hours inoluoive/of Saturdays, Sundays, and legal 
5 5 holidays. Failure of a party receiving such notice to reply or pay its share of the cost within the period above fixed shall make 
5 6 such parties interest subject to the reassignment provision provided for below. Any notice or response given by telephone shall 
57 be promptly confirmed in writing. 
58 
5 9 Promptly following the conclusion of such operation, each non-participating party agrees to execute and deliver an appropriate 
60 assignment or lease to the participating parties of the total interest of each non-participating party in and to the lease, leases, 
61 agreement, or rights which would have terminated and which otherwise may have been preserved by virtue of such operation and 
62 in all the Oil and Gas Leases subject to this agreement excepting, however, any wellbore insofar and only insofar as said 
63 wellbore includes the then producing formation in such wellbore theretofore completed and capable of producing in paying 
64 quantities. Any such assignment or lease shall be unencumbered as to any burdens not currently effecting said lease or burden 
65 provided for in this agreement. *See page 14a f o r a d d i t i o n a l paragrapn. 
66 
67 B. Operator shall comply where applicable with the following clauses contained in 41 CFR: 
68 
69 60-1.4(a) (Equal Employment Opportunity); 
7 0 1-12.803-10 (Certification of Non-Segregated Facilities); 
71 60-250 (Employment C>pportunity for Veterans); 
7 2 60-741 (Employment Opportunity for Handicapped Individuals); 
73 1-1.710 (Subcontracting With Small Business Concerns); 
74 1-1.805 (Subcontracting With Labor Surplus Area Concerns); 
75 1.1.1310 (Subcontracting With Minority Business Enterprises); 
76 1.1.2302-2 (Environmental Protection). 
77 
7 8 These clauses are incorporated herein by reference if and to the extent applicable to this contract by law, executive order, or 
7 9 regulation. Operator represents that he is in compliance with the reporting requirements of 41 CFR 60-1.7 and the Affirmative 
8 0 Action Program requirements of 41 CFR 60-1.40 and 60-2. 
81 
82 C. NortQgerators authorize Operator to receive, and direct all product purchasers to pay to Qr^t"r,«i^iwe fd<8 nri/indni linn 
8 3 from orattnoTltaWe4QfteQmtrart Area. As evidence of this authority all product-; rnirrharm i mil i tny *rnlr1y nn a copy of this 
8 4 provision, mithfTiti''ntrd^r:Y*,qp,Tn^nri m I ' " 1 ' " f th° pTfl frr n»i 1 l l i i l " f l l ^ " " " ' ' ^ transfer orders from die Non-Operators. 
8 5 While Operator is receivjpg nil iiuwriH ill |ti i M II irfjnn nprrnfnr obligates itself to make payments of all Working and Royalty 
86 Iutcnota RcveilUes attributable to the Interests covereTlreNby. 
87 
88 
89 -14-
90 



1 D. Any party creating the necessity for separate measurement facilities shall alone bear all costs of such facilities. Any party 
2 using separate production measurement facilities shall keep accurate records of such production in accordance with applicable 
3 state and federal regulations, and upon Operator's request, under the terms of this agreement or any agreement executed in 
4 conjunction with th is agreement, true and complete copies of said records shall be furnished to Operator. Said production 
5 records supplied to the Operator shall be treated as confidential information and shall be used by Operator only to the extent 
6 necessary to fulfill its duties as Operator. 
7 
8 E. Ml rmti nnrt expenses incurred by Operator in securing attorneys, geologists, engineers, exhibits and related rlnrumantntinn, 
9 for the preparation and hung of malerinl rtlntiw to ffre <jpi<- r.f nil nnrtfnr pno .ii.ii iui lumu hy »n po^/»o ^ ^ A ^ ^ ^ ^ J , m e j j . 

10 r ^T^ t i " " i n t n r r , n t r j ••1 F'Mli "1 K h i h i 1 " V nt+rrh,"1 hT' t " nii-l iilH'l" vi [ irl h i f 
11 
12 F. All costs and expenses including fees and expenses of attorneys and consultants incurred by Operator which may arise due to 
13 other operators in the area applying for non-standard locations and/or other regulatory hearings shall be borne by all parties in 
14 accordance with their respective interests as set forth in Exhibit "A" attached hereto and made a part hereof. 
15 
16 G. The parties hereto agree to execute a Notice of Joint Operating Agreement Lien in the form of Exhibit "F" to this agreement 
17 in order to permit perfection of the hereinabove described security interests by placing said NOTICE of record in the county in 
18 which the Contract Area is located and in accordance with the Uniform Commercial Code ofthe State in which the Contract Area 
19 is located. 
20 
21 H. If a party to this agreement elects not to participate m a proposed operation or, if a consenting party fails to timely pay its 
2 2 share of the cost involved in such operation, and is determined to be a non-participating party, such party shall not have access to 
23 or be entided to receive well information with regard to operations conducted on the Contract Area. 
24 
25 
26 
27 
28 
29 
30 
31 A d d i t i o n a l paragraph from XV.A. 
32 
33 
34 No production, whether o i l or gas, may be sold from the lease acreage, or 
35 lands pooled t h e r e w i t h , t o any party's s u b s i d i a r i e s , a f f i l i a t e s , or associates, 
37 w i t h o u t each party's p r i o r w r i t t e n consent. A l l production sold from the lease 
38 acreage, or lands pooled t h e r e w i t h , w i l l be an arm's l e n g t h trade w i t h a t h i r d 
40 

42 
43 
44 

p a r t y purchaser. I t i s expressly agreed i f p r i o r w r i t t e n consent i s given to a 
41 p a r t y s e l l i n g t.o themselves, i t s s u b s i d i a r i e s , a f f i l i a t e s , or associates, the other 

p a r t i e s to t h i s agreement w i l l have the o p t i o n t o also s e l l to said purchaser, a t 
the same or b e t t e r p r i c e . I n the event any par t y hereto, makes an arm's l e n g t h 

4 5 trade w i t h a t h i r d p a r t y purchaser, the remaining p a r t i e s w i l l have the o p t i o n 

to also s e l l a t the same or higher p r i c e . 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
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92 
93 
94 
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96 
97 
98 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

ARTICLE XVI. 
MISCELLANEOUS 

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

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

IN WITNESS WHEREOF, this agreement shall be effective as of the 11 t h day of May, 2000. 

OPERATOR 

ATTEST OR WITNESS NEARBURG PRODUCING COMPANY 

By: 

Bob Shelton 
Type or P r i n t Name 

T i t l e Land Manager 

Date 

Tax ID or SS No. 74-1666262 

NON-OPERATORS 

ATTEST OR WITNESS NEARBURG EXPLORATION COMPANY, L.L.C. 

By: 

Robert G. Shelton 
Type or P r i n t Name 

T i t l e A t t o r n e y - i n - F a c t 

Date 

Tax ID or SS No. 75-2626152 

ATTEST OR WITNESS YATES PETROLEUM CORPORATION 

By: 

ATTEST OR WITNESS 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

LOUIS DREYFUS GAS HOLDINGS, INC 

By: 

ATTEST OR WITNESS 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

MARBOB ENERGY CORPORATION 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

-15-



ATTEST OR WITNESS PITCH ENERGY CORPORATION 

ATTEST OR WITNESS 

ATTEST OR WITNESS 

ATTEST OR WITNESS 

ATTEST OR WITNESS 

ATTEST OR WITNESS 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

LAURA JONES 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

EOG RESOURCES, INC. 

By: , 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

READ & STEVENS, INC. 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

WESTERN RESERVES OIL COMPANY 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

BEAN FAMILY LIMITED COMPANY 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 



ATTEST OR WITNESS EARL L. MALONE, M.D. 

ATTEST OR WITNESS 

ATTEST OR WITNESS 

ATTEST OR WITNESS 

ATTEST OR WITNESS 

By:__ 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

CHARLES F. MALONE, LIVING TRUST u/t/a 
8/1/87 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

JEAN A. EATON 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

BAYNARD W. MALONE, AS TRUSTEE OF THE 
ELIZABETH A. MALONE TEST. TRUST f/b/o 
EDNA SCHWARZ 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

BAYNARD W. MALONE, AS TRUSTEE FOR 
ROSS L. MALONE TEST. TRUST 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 



ACKNOWI_iGMENTS 

STATE OF TEXAS 

COUNTY OF MIDLAND 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Bob Shelton, as Land Manager of Nearburg 
Producing Company, a Texas c o r p o r a t i o n , on behalf of s a i d c o r p o r a t i o n . 

My Commission Expires: 
Notary Public, State of Texas 

STATE OF TEXAS § 
§ 

COUNTY OF MIDLAND § 

The foregoing instrument was acknowledged before me on t h i s the 
day of , 2000, by Robert G. Shelton, as Attor n e y - i n - F a c t of 
Nearburg E x p l o r a t i o n Company, L. L. C, a Texas l i m i t e d l i a b i l i t y company, on 
behalf of sai d company. 

My Commission Expires: 
Notary Public, State of Texas 

STATE OF NEW MEXICO 

COUNTY OF 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

YATES PETROLEUM CORPORATION, a 
co r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behalf of sai d 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF OKLAHOMA 

COUNTY OF 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

LOUIS DREYFUS GAS HOLDINGS, INC., a 
said c o r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behal f of 

My Commission Expires: 
Notary Public, State of Oklahoma 



STATE OF NEW MEXICO 

COUNTY OF 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

MAP.BOB ENERGY CORPORATION, a 
cor p o r a t i o n . 

day 

_ o f 

c o r p o r a t i o n , on behalf of said 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO 

COUNTY OF 

§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by • , as of 

PITCH ENERGY CORPORATION, a 
co r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behalf of s a i d 

My Commission Expires: 
Notary P u b l i c , State of New Mexico 

STATE OF TEXAS 

COUNTY OF 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Laura Jones, an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of Texas 

STATE OF TEXAS 

COUNTY OF MIDLAND 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by , as of 
EOG RESOURCES, INC., a co r p o r a t i o n , on behalf of said 
c o r p o r a t i o n . 

My Commission Expires: 
Notary Public, State of Texas 



STATE OF HEW MEXICO 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the 
of , 2000, by , as 
READ & STEVENS, INC., a 
cor p o r a t i o n . 

_ day 
of 

c o r p o r a t i o n , on behalf of said 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF TEXAS 

COUNTY OF MIDLAND 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

WESTERN RESERVES OIL COMPANY, a 
co r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behalf of said 

My Commission Expires: 
Notary Public, State of Texas 

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me on t h i s "he 
, 2000, by , as of 

BEAN FAMILY LIMITED COMPANY, a 
cor p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behalf of s a i d 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO 

COUNTY OF 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

NEW MEXICO WESTERN MINERALS, INC., a 
said c o r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behalf of 

My Commission Expires: 
Notary Public, State of New Mexico 



STATE OF NEW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Tom D. White, an i n d i v i d u a l . 

Notary Public, State of New Mexico 
My Commission Expires: 

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Cheryl W. Derrick , an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s ~he day 
of , 2000, by Theodore P. White, an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Roy G. Barton, an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of New Mexico 



STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day
of , 2000, by , as of 
THE ANDERSON-MALONE TRUST u/t/a 12/5/91, i n the capacity "stated t h e r e i n . 

Notary Public, State of New Mexico 
My Commission Expires: 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by E a r l L. Malone, M.D., an i n d i v i d u a l . 

Notary Public, State of New Mexico 
My Commission Expires: 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Charles F. Malone, L i v i n g Trust u/t/a 8/1/87, i n the 
capacity s t a t e d t h e r e i n . 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF COLORADO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Jean A. Eaton, an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of Colorado 



STATE OF MEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day
of , 2000, by Baynard W. Malone, as Trustee of the El i z a b e t h A. 
Malone Testamentary Trust f/b/o EDNA M. SCHWARZ, i n the capacity s t a t e d 
t h e r e i n . 

Notary Public, State of New Mexico 
My Commission Expires: 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Baynard W. Malone, as Trustee f o r the Ross L. Malone 
Testamentary Tr u s t , i n the capacity s t a t e d t h e r e i n . 

My Commission Expires: 
Notary Public, State of New Mexico 



EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING 
AGREEMENT DATED THE 11th DAY OF MAY, 2000, BETWEEN NEARBURG 
PRODUCING COMPANY, AS OPERATOR, AND NEARBURG EXPLORATION 
COMPANY, L.L.C, ET AL, AS NON-OPERATORS 

I . Identification of Lands Subiect to this Agreement: 

T-18-S. R-28-E 
Section 29: E/2 
Eddy County, New Mexico 

II . Depth Restrictions: 

Lhiiited to depths below 500' below the top of the San Andres formation. 

III . Working Interest Owners and Percentages of Parties to this Agreement: 

Nearburg Exploration Company, L.L.C. 51.714403% 
Yates Petroleum Corporation 11.284728 
Louis Dreyfus Gas Holdings, Inc. 9.982638 
Marbob Energy Corporation 7.812500 
Pitch Energy Corporation 7.812500 
Laura Jones 6.250000 
EOG Resources, Inc. 1.367188 
Read & Stevens, Inc. 0.195313 
Western Reserves Oil Company 0.781250 
Bean Family Limited Company 0.390625 
New Mexico Western Minerals, Inc. 0.781250 
Tom D. White 0.260425 
Cheryl W. Derrick 0.260413 
Theodore P. White 0.260413 
Roy G. Barton 0.195313 
The Anderson-Malone Trust u/t/a/ 12/5/91 0.065104 
Earl L. Malone, M.D. 0.195313 
Charles F. Malone, Living Trust u/t/a/ 8/8/87 0.130208 
Jean A. Eaton 0.130208 
Baynard W. Malone, as Trustee of the Elizabeth A. 

Malone Test. Tr. f/b/o/ Edna M. Schwarz 0.065104 
Baynard W. Malone, as Trustee for Ross L. Malone 

Testamentary Trust 0.065104 
100.000000 

IV. OU and Gas Leases Subiect to tliis Agreement: 

Serial Number: 
Lessor: 
Lease Date: 
Original Lessee 
Description: 

647-394, 647-3891 and 647-373 
State of New Mexico 
November 14, 1922 
Martin Yates, Jr. 
Insofar and only insofar as lease covers 
T-19-S, R-28-E, Section 29: 
Assignment No. 394 covers the SE/4 NE/4, E/2 NW/4 and S/2; 
Assignment No. 381 covers the NW/4 NE/4; and 
Assignment No. 373 covers the SW/4 NE/4 

Serial Number: 
Lessor: 
Lease Date: 
Original Lessee 
Description: 

B-6811-6 
State of New Mexico 
December 10, 1936 
Olen F. Featherstone 
Insofar and only insofar as lease covers 
T-19-S, R-28-E, Section 29: NE/4 NE/4 

V Addresses of Parties to tliis Agreement: 

Nearburg Producing Company 
Nearburg Exploration Company, L.L.C. 
3300 North "A" Street, Bldg. 2, Suite 120 
Midland. Texas 79705 
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Yates Petroleum Corporation 
105 S. Fourth St. 
Artesia, New Mexico 88210 

Louis Dreyfus Gas Holdings, Inc. 
Quail Springs Corporate Park 
14000 Quail Springs Parkway #600 
Oklahoma City, Oklahoma 73134 

Marbob Energy Corporation 
P. O. Box 227 
Artesia, New Mexico 88211 

Pitch Energy Corporation 
P. O. Box 304 
Artesia, New Mexico 88211 

Laura Jones 
C/O Paul Slayton 
P. O. Box 2035 
Roswell, New Mexico 88202 

EOG Resources, Inc. 
P. O. Box 2267 
Midland, Texas 79702 

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

Western Reserves Oil Company 
P. O. Box 993 
Midland, Texas 79702-0993 

Bean Family Limited Company 
P. O. Box 1738 
Roswell, New Mexico 88202 

New Mexico Western Minerals, Inc. 
P. O. Box 1738 
Roswell, New Mexico 88201 

Tom D. Wliite 
P. O. Box 533 
Roswell, New Mexico 88201 

Cheryl W. Derrick 
P. O. Box 533 
Roswell, New Mexico 88201 

Theodore P. White 
P. O. Box 533 
Roswell, New Mexico 88201 

Roy G. Barton 
1919 N. Turner 
Hobbs, New Mexico 88240 

The Anderson-Malone Trust u/t/a 12/5/91 
P. O. Box 87 
Roswell, New Mexico 88201 

Earl L. Malone, MD 
310 W. Mescalero Rd., Apt. 11 
Roswell, New Mexico 88201-5830 



TEXAS - NEW MEXICO 

PRODUCERS ss REV. 1015-73 0 I L ( Q^S AND MINERAL LEASE 

THIS AGr__MENT made u d entered into this day ot , 19 by and between 

hereinafter called "L——or", whether ona or mora, and . hereinaiter eallad 

WTTNESSETH; That, for aad In consideration of tha nun of 
Dollars (J— ). receipt of which ia hereby acknowledged and of the royalties herein provided and tha afraamanta of I m i i herein contained 
Laasor doaa hereby grant, lease and at exclusively unto Lessee, iu succeasore and assigns, ail ot tha land hereinafter described, together with any reveraiooary 
right* therein, for tne purpose of exploring by geological, geophyaical and all omer methods, snd of drilling, producing and operating wells or _ » for the 
recovery of ml. gas and othar hydrocarbons, and ail other minerab or subs tan cas, whether similar ordlssimilar, that may ba produced from any well or mine 
° ° « » » J _ ^ _ _ P _ « ^ _ . _ ^ u f B f _ P ^ » 0 ' . secondary, tertiary, cycling, pressure maintenance methods of recovery and all other methods, whether now known 
or unknown, with ail incidental rights thereto, and to establish and utilize facilities for surface and subsurface disposal of aait water, and to construct ma—taln înd 
remove roadwaya, tanks, pipeline*, electric power and telephone Unas, power stations, machinery and structures thereon, to produce, store, transport treat and » 
move all subatanos* described above, and tha producta therefrom, together with th* right of ingress and agree* to and from said land. The land hereby leaaedia sU-

uated in tha County ol State ol . and is described aa follows: 

EXHIBIT "B" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING 
AGREEMENT DATED THE 11th DAY OF MAY, 2000, BETWEEN 
NEARBURG PRODUCING COMPANY, AS OPERATOR, AND NEARBURG 
EXPLORATION COMPANY, L.L.C ET AL, AS NON-OPERATORS 

This lease cover* aU of the land daacribed above. Including any intervals (herein that any aignatory hereto haa tha right or power to lease, and ln addition it 
covers, and there ia hereby granted, leased and let, upon tn* same terms and conditions ss herein set forth, ail landa now or bereaitu- owned or claimed by Lessor, 
adjacent, contiguous, or spart oi the tract or tractsdescribed above, whether such additional lands ba owned or claimed by deed, limiution, or ouerwia? orare 
fenced or unfenced, and whether such landa are inside or outside of the metes and bounds description set forth above, or are in the named survey, or other survey or 
surveys. Tb* bonus money paid for this lacs* is in groea, and not by the acre, and shall be effective to cover all auch land irrespective of tb* number of acre* con-
ta l i^ therein, but _ the land included within this lass* I* estimated to compriaa ten*, whether actually mora or lass, and such land ia hereinafter 

TO HAVE AND TO HOLD the leased premises for a term of . years from th* date hereof, hereinafter called "primary term", and aa long 
thereafter aa oil, gas or other hydrocarbons, or other minerals or leased substances, or either or any of them, are produced from the leased premisee or trom lands 
with which th* laaaad premises ar* pooled or unitized. . 

In consideration of the premises, it is hereby agreed ss follows: 3 / 1 6 
'• S o yf_'_ 9,n ° ' i Lease* shall deliver to Lessor, at th* well or to the credit of Lessor in the pipeline to which the well may ba connected, BSth of all oil and _ / , _ 

other liquid hydrocarbon* produced and saved from th* leased premiss*, or Lessee, at ita option, may buy or sell suchXjt-Ltovaltv and pay Lessor the market Price •>I 10 
for oil or liquid hydrocarbon* of like grade and gravity prevailing in the field on the day auch oil is run into pipelines or into storage tanks. Lessor s royalty inter-
eat in either ease shall bear its proportion of_any expenses for transporting and treating oil to mske it marketsble aa crude. 

i said land and sold on or 
in th* manufacture ot 

dar a written < 
. — . , — _— _ __ „ , — . — — , .. _, . . „ „ _ for th* gas so sole* 

3. Royalty On Othtr Substancea. Lessee shall pay to Lessor, sa royalty on «nv substances covered by thia leaae other than oil and gas and the producta thereof 
which Laeeeê may elect to produce, save and market from the leased premises, ^ ^ t ^ ' f 1* proceeds received by Leasee from tha aale thereof after deducting th* 

4. "Shut • Tn Go* Royalty. If at any time, or from time to time, either before or after the expiration of tha primary term of thia leaae, there ia any gaa well on 
the leased premiss* or on lands with which the leased premises are pooled or unitized and which is capable of producing in paying quantitlea, but which ia shut in 
before or after production therefrom, auch wall shall be conaiderea under all' provisions of this lease ss * wsll producing gas in paying quantities and thia leaae 
ahall remain in fore* in lilt* manner aa though gaa therefrom was actually being sold or used. In such •vent, T HIMT covananta and agree* to pay Lessor, aa royalty, 
the sum of Dollars } par for th* period commenc. 
ing on the date aueh well ia actually abut in, unleee thia leaaa la being maintained in force and affect by soma othar provision hereof, in which event, such period 
ahall commence on tha date this lease cseise to be maintained In full force and effect by some other provision hereof. Psyment or tender ahall be mad* to Lessor, or 
deposited to th* credit of Lessor ia th* depoaitory beak named in this leas*. Th* first psyment shsll be due and payable on or before ninety (90) daya after tha data 
such well la shut in, or ninety (90) daya from the date thia leaae ceeeee to ba maintained in force by some othar proviaion hereof. Unleee gss from auch wall is pro
duced and sold or used prior thereto, except temporary sales, or us* for less* operations, subsequent payments snail be due annually thereafter on th* anniversary 
date of th* period for which such prior psyment was mad*. No additional payment* shall be required if there is mora than ona abut-in gas wall on tb* laaaad in limine 
or oo landa with which th* ieaaed premises ar* pooled or unitized. Th* term "g;aa well" shsll include well* capable of producing natural gaa, condensate, or any 
gaasGua substance, and wall* claaeified a* gss wall* by any governmental authority having jurisdiction. 

5. Dtlay Rtntal. It operations for drilling or mining on tha leased premisee, or on lands with which the leaaed premises are pooled or unitized, ar* not com

menced oa or before oa* (1) year bom th* date of thia lease, aa set forth above, thia lease ahall terminate a* to both parties unlees on or before on* (1) year trom 

tn* date of thia lease, Liani shall pay or tender to the Leaaor a rental of 
Dollars (t ), which ahall cover th* privilege of deterring commencement of such drilling or mining operation for a period of twelve (12) months 
from th* expiration of aaid on* (1) year period. In lilt* manner and upon like payments or tenders snnuslly, tne oonamenoement of such operations may be deferred for 
successive periods of the same number of months, during tha primary term. Payments or tenders may be made to the Lessor or to tb* Lisso. a credit in the 

Bank at , which bank or any aucceeeor 
thereof ahall continue to ba th* agent for th* Leaaor and tha Lessor's successors and assigns. If such bsak or any successor thereof ahall fail, liquidate, or be succeed
ed by soother bank, or for any reason fall or refuse to accept rental, the rental paying date lor any year chall be extended until th* expiration of thirty (30) daya aiter 
Lsssor shall hav* delivered to Leases a recordable inatrumeat making proviaion for another method of payment or tender and any depository charge ahall ba tha lia
bility of th* Laasor. The payment or tender of rental may ba made by check or draft of Lease*, mailed or delivered to said bank or Leaaor, or to any Lessor If more 
than on*, on or before th* rental paying date. Mailing of rental on or before th* rental paying date ahall be deemed a timely tender thereof and shall preclude the 
termination cf thia lease. 

$. prilling Opt ration*. If Leeeee should drill and abandon aa a dry hole a wall on th* laaaad premisee, or If after th* discovery of oil. gas or othtr minerals, 
th* production thereof should cease from any cause, and. ia either event, there ar* no other producing walla on th* laaaad premises or oa lands with which they ar* 
pooled or unitized, or drilling or reworking operation* ar* not being conducted thereon, thia leaae shsll not terminate if T nasi! commence* reworking or additional 
drilling operation* on th* leaaed pi amine within sixty (60) daya thereaiter or, if It be within th* primary term. Lease* commence* or reaumea tha payment or tender 
of aantala or oommenoes operations tor drilling or reworking on or before th* rental paying date next ensuing after th* expire tion of ninety (90) daya from the date 
of such abandonment or cases tion of production. If such abandonment or caseation of production occurs at any tim* during th* last fifteen (IE) months of tha primary 
term, ao rental payment or driiiing operation* ar* n*c*saary to keep th* leaaa in fore* during th* remainder of th* primary term. If, at the expiration of th* primary 
term, oil, gas or othar minerals ar* not being produced from th* leeaed premise* or (rom lands with which th* leased premisee are pooled or but T. ass as ia 
than engaged in operations for drilling or reworking of any well, thia laaa* ahall remain in fore* ao long a* auch drilling or reworking operatlona ar* prosecuted, or 
reworking operation* on aay wall or additional drilling operation* am conducted on th* leaaed premises, or on landa pooled or unitized therewith, with no cassation of 
mor* than sixty (60) consecutive days, and if any such operation* result in production then a* long thereafter aa such production continue*. 

7. Pooling. Liaise ia hereby granted th* right, at any tim* and from tun* to tim*, whether before or after production, to pool thia laaa* for tha production of 
oil. ga* or condeoaate, or any or either of them, as to tha land covered hereby, or any zona or portion thereof, or a* to any mineral or royalty interest therein, 
with any other leaae covering th* sbov* deecribed land, or landa adjacent, contiguous, adjoining, or in th* iinmediate vicinity thereof, or as to any zone or portion of 
aaid lass* or any mineral or royalty Interest therein. Such pooling shall be Into a unit or units not exceeding forty (40) acre* plus aa acreage tolaranoe of ten percent 
(10%) thereof for oil, aad unit* not exceeding six hundred forty (640) acre* each plus sn acreage tolaranoe of tea percent (10%) thereof for gss, provided that, should 
governmental authority having jurisdiction prascrib* or permit th* creation of any drilling, spacing or proration units larger than these specified above, such units may 
be created or enlarged ta conform in aire to th* drilling or spacing unit* ao prescribed or permitted or to th* proration unite aa may be authorized for obtaining the 
maximum allowable production from ona well. Lessee may pool tha acreage or interests above described, or any portion thereof, ea above provided, aa to oil, 
or gaa in any on* or mora zones, and unite so formed need not conform in six* or area with th* unit or unit* into which th* leaaa la pooled, or combined as to any 
other zoo*, and oil units seed not conform aa to art* with gss unit*. Such pooling shall be affected by tb* filing by I.iesn of a written designation. In tha county, or 
oountiea, ia which th* p anils— sr* located. Identifying and describing tha pooled unit. Th* production of oil, gaa or condensate from any zone or portion of th* land ao 
pooled and tha development and operadon on such land. Including th* commen cement, drilling, completion and ope ration of • wall thereon, or the existence thereon of a 
shut-in gaa wall, ahall be considered and oone trued and ahall hav* th* same effect, except for tb* payment of royalty, aa production, development snd operation, or the 
existence of tt shut-in ga* well on th* laaaad iiienilass regardless of tb* location of th* well on th* unit. Production from any unit wall producing oil, gaa or conden
sate ahall be allocated to tb* leaaed premise* in th* proportion that th* acreage of th* laaaad premise* Included within th* unit* bears to th* total acreage in th* unit, snd 
th* royalty provided for herein shall ba falnilsterl on tb* portion of th* production so allocated. Tb* royalty ao payable on allocated production ahall be In lieu of any 
othar royalty that would accrue to Lessor from th* production ef oil. gaa or condensate trom any zona or portion of th* leaaed premleee included within the unit. Shut-
la gaa royalty, with respect to unit abut-In gaa walla, ahall be payable in accordance with tha proviaion* and in tn* amount aat forth ia thia lease. In the event any 
unit wall ahall fail to produce oil, ga* or condensate ia paying quantitiee, or in tb* event th* production from any such wall ahall oaaae, T asses may tenalaat* th* out 
by filing for record, ia th* county, or countiee what* th* land la situated, * written declaration of such terrninstion. 

t. V f Of Oil. Oat And Water For Operation*. Lease* shall hav* th* free use of oil, gaa and water from the leased premises, except water from Lessor's 
wells snd tank*, for all operation* hereunder, and tb* royalty on oil and gaa shall be computed after '<«*y*<»r the amount ao used. 

t. Rtmoval Of Equipment. Leasee ahall have th* right, at any tim* during or aiter the expiration of this leaee, to remove all property and fixtures placed 
on the lesaed premises by Lasses, including tb* right to withdraw and remove all casing. 

JO. Assignment Or Chang* Of Ownmhtp. The right* of either party hereunder may be assigned in whole or la part and tb* proviaion* hereof ahall ex
tend to the beire, executor*, administrators, successors, and assigns, but no change or division ia owneraaip ef th* land, rental* or loyal See. however accomplished, 
ahall operate to enlarge tb* obligations or *"•**<••'•>• th* right* of Lasses. No change or division in th* ownerahlp of tb* land, ren tale or loyalties, ho warn accomplish
ed, ahall be blading upon La**** for any purpose and ahaQ not impair the effectiveness of any payment theretofore mad* by L lease (lrraapeeciv* of whether Leases ba* 
either actual or eons true live knew ledge thereof) until sixty (60) day* after auch person acquiring any interest bs* furnished t sisis with the Instilment or instruments, 
or eertifled espies thereof, otmatttattag hi* chain of title irom th*. original Laasor. In the event of an saaignmeat et thi* leeae a* to a segregated portion of th* lead 
corned by thi* leaee, th* rental* payable hereunder shall b* apportioned aa batman th* several leasehold owners, ratably, according to th* surface are* of each, and a 
default tn rental payment by on* Lease* shall not affect th* right* of othtr leasehold owners hereunder who make due payment* oi rental*. An assignment oi this leeae, 
in whole or In pert, ebalL to th* extent of auch assignment, relieve and discharge T, esses of all obligationa hereunder. 

11. force MejVur*. Lease* shall not be liable for any delay* in it* performance ot any covenant ox oonditfon hereunder, siinasi or Implied, er for total or 
partial nonperformance thereof, duo to tare* majeure. The tons "fore* majeure", aa und herein, shall mean sny drcmnstenca or any condition beyond th* control 
ot L i i m , including but not limited to seta of God and actions of th* elemaata; set* of tb* public enemy; strike*; lockout*; eoddents; laws, act*, rulus, lagulation* 
and order* of federal, state or rmmlHp*! governments, or officers or agents thereof; failure oi transportation; or th* erheuetion, unavailability, or delay* in delivery, 
oi any product, labor, service or materiel. I i Leeeee ia required to oaaae drilling or reworking or producing operatiooa on th* leeaed 11 eaiilaasj by force majeure, than 
until auch tim* a* sueh tore* majeure la terminated and for a period of ninety (go) day* after auch termination, each snd every proviaion of this leaee that might 
operate to terminate it shal) be suspended aad thi* laaa* ahall oootiaue in full force and effect during auch suspension period. If any period of si t—si ino ocoux* 
during the primary term, the tim* thereof ahall be added to such term. 
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ffiSEB 6 0 1 , BOX BOO 
TULSA OK 74101 

COPAS - 1984 - ONSHORE 

Recommended by tha Council 
cf Petroleum Accountant* 
Societies 

EXHIBIT " c " 

Attached to and made a part of that certain Operating Agreement by and between Nearburg 
Producing Company, as Operator, and Nearburg Exploration Company, L.L.C, et a l , as 
Non-Operators, dated May 11, 2000. 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 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 

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 fifteen (15) 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 fifteen (15) days after receipt If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Bank of America 
° f D a l l a s , Texas o n t n e first day of the month in which delinquency occurs plusr£96-or the maximum 2% 
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. 
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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,which s h a l l 
J P c i ^ S e . , £ 9 a ~ § a i 3 r 3 - e s i , a n 3 w a g e § o f p r o f e s s i o n a l employees assoc ia ted . w i t h the s a l 

B. O v e ^ ^ & ^ m i ^ ^ m m i S m a M a W t y W i t l ^ 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 . I f 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 I I shall be Operator's actual cost not to exceed the percent most recent
ly recommended by the Council of Petroleum Accountants Societies. 

5. Material 

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 operations. 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 Joint Property from the Operator's warehouse or other properties, no charge shall be made 
to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material 
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties. 
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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 Paragrapn 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 
*see below— percent ( •%)• per annum. Such rates shall not exceed average commercial rates currently pre
vailing in the immediate area of the Joint Property. 

B. 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 

All 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 exeept^h^-iio-drar|^foMervra 
-rreys-sharr-t^rrmde^ 
-ewi4rea^f>f^MerrS-eT-Seetw^ 

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. I f 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 costs required by governmental or other regulatory 
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 I I . 

15. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I , or in Section I I I and which 
is of direct benefit to the,Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint 
Operations. 
*prime rate of interest i n effect at Bank of America of Dallas, Texas on the f i r s t dayof 
the month i n which usage occurs plus, two percent (2/4). 
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I I I . OVERHEAD 

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: 

(x2) 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 I I I unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account. 

i i . 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. 

i i i . 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* i n c l u d i n g the cos ts and expenses o f p r o f e s s i o n a l employees 
assoc ia ted w i t h and enployed f o r the sa le o f gas and/or casinghead gas f r o m any w e l l 
( ) shall be covered by the overhead rates, or l o c a t e d on the Contract Area, 
^ 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 ? 5,664.00 
(Prorated for less than a full month) 

560.00 

Producing Well Rate $ 

(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 be 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 
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period 
from date workover operations, with rig 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) Operator shall charge the Joint Account at the following rates: 
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(a) Development 

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

under Paragraph 10 of Section I I 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 I I , 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 I I I , 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 I I I . Al l 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 $ : 

A 1 % of first $100,000 or total cost if less, plus 

B. — i — % 0 f c o s t s m excess of $100,000 but less than $1,000,000, plus 

C 2 % 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 l i f t 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 LJ? % of total costs through $100,000; plus 

B 5^0 % 0 f total costs in excess of $100,000 but less than $1,000,000; plus 

C "Lil % 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 I I I shall apply. 

4. Amendment of Rates 

The overhead rates provided for in this Section I I I 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 M A T E R I A L PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator 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 
Material. 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 to by the Parties, shall be 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 *See page 6a. 

(a)S^bular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill publish 
carlbad base prices effective as of date of movement plus transportation cost using the 80,000 pomid^earload 
weighiD&§is to the railway receiving point nearest the Joint Property for which published^rgn rates for 
tubular goochKtjxist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90j060pound rail rate 
may be used. Freight charges for tubing will be calculated from Lorain, Ohio and^wtslng from Youngstown, 
Ohio. 

(b) For grades which are speciaffo^qne mill only, prices shall be comjjutelTat the mill base of that mill plus trans
portation cost from that mill to tntscailway receiving poiju^Rgarest the Joint Property as provided above in 
Paragraph 2.A.(l)(a). For transportatiotKost from ptimWlJtner than Eastern mills, the 30,000 pound Oil Field 
Haulers Associationunterstate truck rate srrailJje-used. 

(c) Special end finish tubular goods sh>H^Be priced at>the lowest published out-of-stock price, f.o.b. Houston, 
Texas, plus transportation co§Jt<Cfsing Oil Field HaulerVAssociation interstate 30,000 pound truck rate, to 
the railway receiving poin+iiearest the Joint Property. 

(d) Macaroni tuhHrg^size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.o.b. 
the suopHefplus transportation costs, using the Oil Field Haulers Associatfcqinterstate truck rate per weight 
oi^trbing transferred, to the railway receiving point nearest the Joint Propert 

(2) Line Pipe *See page 6a. 

(a) Iritve^pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or mor. 
shall be^p«iced under provisions of tubular goods pricing in Paragraph A.(l)(a) as provided above»JPre1ght 
charges shalTTSe-«aJculated from Lorain, Ohio. 

(b) Line pipe movements (except^kti24 inch OD and larger with walls % inch and^ovefTless than 30,000 pounds 
shall be priced at Eastern mill puMislwd^arload base prices effective as^f-dSteof shipment, plus 20 percent, 
plus transportation costs based on freightTrates-a^set forth undey»crv1sions of tubular goods pricing in Para
graph A.(l)(a) as provided above. Freight charges^srraU^b>«a1c^ilated from Lorain, Ohio. 

(c) Line pipe 24 inch OD and over and % inchjwrtTand larger sha^^b«^2riced f.o.b. the point of manufacture 
at current new published prices pU^s-+ransportation cost to the railway-receiving point nearest the Joint 
Property. 

(d) Line pipe, inchjcUmjTabricated line pipe, drive pipe and conduit not listed on published prlcTttsts^shall be 
pricedat^ooted prices plus freight to the railway receiving point nearest the Joint Property or at" 
aip^etfto by the Parties. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply 
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway 
receiving point nearest the Joint Property. 

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new 
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of 
manufacture, plus 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 f if ty 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 not exceed Condition B value. 
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IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

2. Transfers and Dispositions 

A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe shall be priced at the current replacement costs to 
Operator effective at the date of transfer, equalized to the lowest prevailing pries F.O.B. 
Railroad receiving point. 

(2) Line Pipe shall be priced at the current replacement costs to Operator effective at the date of 
transfer, equalized to the lowest prevailing price F.O.B. Railroad receiving point. 



(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 Material. Each Non-Operator shall have the right, by so electing and notifying Operator within 
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use 
and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the Joint 
Account until adjustment has 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 be 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 
A 

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 taker/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 
Parties. 

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

*at the expense of the party(s) causing such inventory to occur 
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EXHIBIT "D" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING 
AGREEMENT DATED THE 11th DAY OF MAY, 2000, BETWEEN 
NEARBURG PRODUCING COMPANY, AS OPERATOR, AND 
NEARBURG EXPLORATION COMPANY, L.L.C, ET AL, AS 
NON-OPERATORS 

INSURANCE 

Operator shall carry insurance for the benefit of the joint account covering Operator's operations upon the Unit 
Area subject to the Operating Agreement to which this Exhibit "D" is attached as follows: 

(a) Workmen's compensation insurance in accordance with the requirements of the laws of the State or States 
where work is conducted and employers liability insurance of Five Hundred Thousand Dollars ($500,000.00) 
bodily injury by accident and Five Hundred Thousand Dollars ($500,000.00) bodily injury by disease per employee, 
with a policy limit of Five Hundred Thousand Dollars ($500,000.00) for bodily injury by disease. 

(b) Public liability insurance with limits of One Million Dollars ($1,000,000) as to any one person, and One 
Million Dollars ($1,000,000) as to any one occurrence. 

(c) Automobile public liability insurance with a combined single limit of up to One Million Doll ars ($1,000,000) 
per accident. 

(d) Umbrella catastrophe liability of Ten Million Dollars ($10,000,000) each occurrence and Ten Million Dollars 
($10,000,000) aggregate. 

Each policy of insurance issued pursuant to the provisions of (a), (b), (c) or (d) of this section shall provide by 
endorsement or otherwise that the provisions of the policy are extended to cover the interest of the Non-Operator 
for whom the assured is acting as Operator, agent, or contractor under contract, but only with respect to operations 
conducted by named assured, and shall charge the premiums for all such insurance to the joint account. 

Operator carries Control of Well Insurance covering his proportionate share of expenses involved in controlling a 
blowout, the expense of redrilling and certain other related costs. Coverage under this insurance is available to 
non-operating working interest owners. Such insurance is optional, however, and if not rejected by the 
non-operating working interest owners prior to spud date, they will be billed accordingly. Any working interest 
owner rejecting above coverage shall be responsible for bis proportionate share of such loss, anything in this 
agreement to the contrary notwithstanding. 

Operator shall furnish, upon request, to Non-Operators a certificate covering each policy of insurance issued 
pursuant to this section. 



EXHIBIT I I F I I 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING 
AGREEMENT DATED THE 1 1 t h DAY OF MAY, 2000, BETWEEN NEARBURG 
PRODUCING COMPANY, AS OPERATOR, AND NEARBURG EXPLORATION 
COMPANY, L.L.C., ET AL, AS NON-OPERATORS 

NOTICE OF JOINT OPERATING AGREEMENT, LIEN, 
SECURITY INTERESTS AND FINANCING STATEMENT 

COUNTY OF EDDY 

STATE OF NEW MEXICO § 
§ 
§ 

WHEREAS, A J o i n t Operating Agreement dated May 11, 2000, has been 
entered i n t o between Nearburg Producing Company, as Operator, and the 
undersigned p a r t i e s , as Non-Operators, w i t h respect t o the e x p l o r a t i o n , 
development and opera t i o n of t h e i r Working I n t e r e s t and Mineral I n t e r e s t , 
i n s o f a r as s a i d i n t e r e s t s p e r t a i n t o the f o l l o w i n g described land ( h e r e i n a f t e r 
c a l l e d "Contract Area") i n Eddy County, New Mexico, t o w i t : 

The East Half (E/2) of Section 29, T-18-S, R-28-E 
Eddy County, New Mexico 

AND, WHEREAS the sa i d Operating Agreement provides i n p a r t t h a t the 
p a r t i e s hereto have granted c e r t a i n l i e n s and s e c u r i t y i n t e r e s t s i n the above 
referenced p r o p e r t y , f i x t u r e s and pro d u c t i o n l o c a t e d thereon or produced 
therefrom, t o w i t : 

"Liens and Payment De f a u l t s : 

Each Non-Operator grants t o Operator a l i e n upon i t s o i l and gas 
r i g h t s i n the Contract Area, and a s e c u r i t y i n t e r e s t i n i t s share 
of o i l and/or gas when e x t r a c t e d and i t s i n t e r e s t i n a l l 
eguipment, t o secure payment of i t s share of expense, together 
w i t h i n t e r e s t thereon a t a r a t e provided i n E x h i b i t "C" t o the 
above referenced Operating Agreement. To the extent t h a t Operator 
has a s e c u r i t y i n t e r e s t under the Uniform Commercial Code of the 
s t a t e . Operator s h a l l be e n t i t l e d t o exercise the r i g h t s and 
remedies of a secured p a r t y under the Code. The b r i n g i n g of a 
s u i t and the o b t a i n i n g of judgment by Operator f o r the secured 
indebtedness s h a l l not be deemed as e l e c t i o n o f remedies or 
otherwise a f f e c t the l i e n r i g h t s or s e c u r i t y i n t e r e s t as s e c u r i t y 
f o r the payment t h e r e o f . I n a d d i t i o n , upon d e f a u l t by any 
Non-Operator i n the payment o f i t s share of expense, Operator 
s h a l l have the r i g h t , w i t h o u t p r e j u d i c e t o other r i g h t s or 
remedies, t o c o l l e c t from the purchaser the proceeds from the sale 
of such Non-Operator's share of o i l and/or gas u n t i l the amount 
owed by such Non-Operator, plus i n t e r e s t , has been paid. Each 
purchaser s h a l l be e n t i t l e d t o r e l y upon Operator's w r i t t e n 
statement concerning the amount of any d e f a u l t . Operator grants a 
l i k e l i e n and s e c u r i t y i n t e r e s t t o the Non-Operators t o secure 
payment of Operator's p r o p o r t i o n a t e share of expense." 

WHEREAS, i t i s the i n t e n t of the p a r t i e s t o give t h i r d p a r t i e s n o t i c e o f 
t h i s instrument by f i l i n g same i n the records of Eddy County, New Mexico. 

NOW, THEREFORE, the undersigned p a r t i e s do hereby grant t o each other 
those r i g h t s described i n s a i d Agreement regarding l i e n s p r i o r i t y and s e c u r i t y 
i n t e r e s t s upon the p r o p e r t y described above i n s o f a r as sai d p a r t i e s * p r o p e r t y 
i s covered by the terms of the J o i n t Operating Agreement o u t l i n e d h e r e i n . 

Operator and Non-Operator agree t h a t a carbon, photograph or other 
reproduction of t h i s Notice s h a l l be s u f f i c i e n t as a f i n a n c i n g statement. 

For the purpose of f i l i n g t h i s Notice of J o i n t Operating Agreement Lien, 
S e c u r i t y I n t e r e s t s and Financing Statement as a f i n a n c i n g statement, the 
m a i l i n g address of secured p a r t i e s and debtor are set f o r t h on the signature 
page attached hereto. 

ATTENTION OF RECORDING OFFICE: THIS INSTRUMENT GIVES NOTICE OF 
AND GRANTS LIENS AND SECURITY INTERESTS TO BOTH OPERATOR AND NON-
OPERATORS. OPERATOR IS BOTH A SECURED PARTY AND A DEBTOR. NON-
OPERATORS ARE BOTH A SECURED PARTY AND DEBTOR. THIS NOTICE, AS A 
FINANCING STATEMENT, SHOULD BE INDEXED ACCORDINGLY. 



EXHIBIT "F" ' 
NOTICE OF JOINT OPERATING AGREEMENT LIEN, 
SECURITY INTERESTS AND FINANCING STATEMENT 
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The o r i g i n a l of the Operating Agreement he r e i n referenced, or a copy 
th e r e o f , i s maintained at Operator's o f f i c e a t P. O Box 823085, Dallas, Texas 
75382-3085. 

This instrument may be executed i n m u l t i - c o u n t e r p a r t s , no ene of which 
need be executed by a l l p a r t i e s hereto and the same s h a l l be b i n d i n g upon 
those p a r t i e s , as w e l l as t h e i r successors and assigns, who execute same, 
whether or not a l l named p a r t i e s j o i n i n execution hereof. Counterparts thus 
executed s h a l l together c o n s t i t u t e but one and the same instrument. I n the 
i n t e r e s t of f a c i l i t a t i n g , f i l i n g or recording t h i s instrument thus executed i n 
m u l t i - c o u n t e r p a r t s , each executing p a r t y hereby authorizes removal of 
signature and acknowledgment pages and reassembly of the same i n t o a s i n g l e 
document composed of one copy of the substantive p o r t i o n s of t h i s instrument 
attached t o m u l t i p l e , separately executed signature and acknowledgment pages. 

This Agreement s h a l l be e f f e c t i v e the 1 1 t h day o f May, 2000. 

OPERATOR 

P. O. Box 823085 
Dallas, Texas 75382 

P. 0. Box 823085 
Dallas, Texas 75382 

105 S. Fourth St. 
A r t e s i a , New Mexico 88210 

NEARBURG PRODUCING COMPANY 

By: 

Bob Shelton 
Type or P r i n t Name 

T i t l e : Land Manager 

Date: 

Tax ID or SS No. 74-1666262 

NON-OPERATORS 

NEARBURG EXPLORATION COMPANY, L.L.C 

By: 

Robert G. Shelton 
Type or P r i n t Name 

T i t l e : A t t o r n e y - i n - F a c t 

Date: 

Tax ID or SS No. 75-2626152 

YATES PETROLEUM CORPORATION 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

Quail Springs Corporate Park 
14000 Quail Springs Parkway #600 
Oklahoma C i t y , Oklahoma 73134 

LOUIS DREYFUS GAS HOLDINGS, INC. 

By: ; 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 
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P. 0. Box 227 
A r t e s i a , New Mexico 88211 

P. O. Box 304 
A r t e s i a , New Mexico 88211 

C/O Paul Slayton 
P. O. Box 2035 
Roswell, New Mexico 88202 

P. O. Box 2267 
Midland, Texas 79702 

P. O. Box 1518 
Roswell, New Mexico 88201 

P. O. Box 993 
Midland, Texas 79702-0993 

MARBOB ENERGY CORPORATION 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

PITCH ENERGY CORPORATION 

By: . 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

LAURA JONES 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

EOG RESOURCES, INC. 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

READ & STEVENS, INC. 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

WESTERN RESERVES OIL COMPANY 

By: ^ ^ ^ ^ 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 
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BEAN FAMILY LIMITED COMPANY 

P. O. Box 1738 By: 

Roswell, New Mexico 88202 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

NEW MEXICO WESTERN MINERALS, INC. 

P. O. Box 1738 By: 

Roswell, New Mexico 88201 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

P. O. Box 533 
Roswell, New Mexico 88201 

TOM D. WHITE 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

P. O. Box 533 
Roswell, New Mexico 88201 

CHERYL W. DERRICK 

By: 

Type or P r i n t Name 

T i t l e _ 

Date 

Tax ID or SS No. 

P. O. Box 533 
Roswell, New Mexico 88201 

THEODORE P. WHITE 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 
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1919 N. Turner 
Hobbs, New Mexico 88240 

P. 0. Box 87 
Roswell, New Mexico 88201 

310 W. Mescalero Rd., Apt. #11 
Roswell, New Mexico 88201-5830 

P. O. Drawer 700 
Roswell, New Mexico 88201 

ROY G. BARTON 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

THE ANDERS ON-MALONE TRUST u/t/a 12/5/91 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

EARL L. MALONE, M.D. 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

CHARLES F. MALONE, LIVING TRUST u/t/a 
8/1/87 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

5921 S. Datura Court 
L i t t l e t o n , Colorado 80120 

JEAN A. EATON 

By: 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 
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BAYNARD W. MALONE, AS TRUSTEE OF THE 
ELIZABETH A. MALONE TEST. TRUST f/b/o 
EDNA SCHWARZ 

P. 0. Box 87 By: 
Roswell, New Mexico 88201 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

BAYNARD W. MALONE, AS TRUSTEE FOR 
ROSS L. MALONE TEST. TRUST 

P. O. Box 87 By: 
Roswell, New Mexico 88201 

Type or P r i n t Name 

T i t l e 

Date 

Tax ID or SS No. 

ACKNOWLEDGMENTS 

STATE OF TEXAS § 
§ 

COUNTY OF MIDLAND § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Bob Shelton, as Land Manager of Nearburg 
Producing Company, a Texas c o r p o r a t i o n , on behalf of sai d c o r p o r a t i o n . 

Notary P u b l i c , State of Texas 
My Commission Expires: 

STATE OF TEXAS § 
§ 

COUNTY OF MIDLAND § 

The foregoing 
instrument was acknowledged before me on t h i s the day o f 

, 2000, by Robert G. Shelton, as At t o r n e y - i n - F a c t of Nearburg 
E x p l o r a t i o n Company, L. L. C, a Texas l i m i t e d l i a b i l i t y company, on behalf of 
said company. 

My Commission Expires: 
Notary P u b l i c , State of Texas 



EXHIBIT "F" 
NOTICE OF JOINT OPERATING AGREEMENT LIEN, 
SECURITY INTERESTS AND FINANCING STATEMENT 
PAGE -7-

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

YATES PETROLEUM CORPORATION, a 
co r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behalf of s a i d 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF OKLAHOMA 

COUNTY OF 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

LOUIS DREYFUS GAS HOLDINGS, INC., a 
said c o r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behalf of 

My Commission Expires: 
Notary P u b l i c , State of Oklahoma 

STATE OF NEW MEXICO 

COUNTY OF 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

MARBOB ENERGY CORPORATION, a 
cor p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behal f of s a i d 

My Commission Expires: 
Notary P u b l i c , State of New Mexico 

STATE OF NEW MEXICO 

COUNTY OF 

§ 
§ 
§ 

The foregoing instrument was acknowledged before me on t h i s the 
, 2000, by , as of 

PITCH ENERGY CORPORATION, a 
co r p o r a t i o n . 

day 
of 

c o r p o r a t i o n , on behal f of s a i d 

My Commission Expires: 
Notary P u b l i c , State of New Mexico 
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STATE OF TEXAS § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Laura Jones, an i n d i v i d u a l . 

My Commission Expires: 
Notary P u b l i c , State of Texas 

STATE OF TEXAS § 
§ 

COUNTY OF MIDLAND § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by , as of 
EOG RESOURCES, INC., a c o r p o r a t i o n , "on behal f of s a i d 
c o r p o r a t i o n . 

My Commission Expires: 
Notary P u b l i c , State of Texas 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by , as ZZZZZZZ o f 

READ & STEVENS, INC., a c o r p o r a t i o n , on behalf of s a i d 
c o r p o r a t i o n . 

My Commission Expires: 
Notary P u b l i c , State o f New Mexico 

STATE OF TEXAS § 

COUNTY OF MIDLAND § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by , as of 
WESTERN RESERVES OIL COMPANY, a c o r p o r a t i o n , on behalf of s a i d 
c o r p o r a t i o n . 

My Commission Expires: 
Notary P u b l i c , State of Texas 
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STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s rhe day 
of , 2000, by . , as o f 
BEAN FAMILY LIMITED COMPANY, a c o r p o r a t i o n , on behalf of s a i d 
c o r p o r a t i o n . 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by , as o f 
NEW MEXICO WESTERN MINERALS, INC., a c o r p o r a t i o n , on behalf o f 
said c o r p o r a t i o n . 

My Commission Expires: 
Notary Public, State o f New Mexico 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Tom D. White, an i n d i v i d u a l . 

My Commission Expires: 
Notary P u b l i c , State of New Mexico 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Cheryl W. Der r i c k , an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State o f New Mexico 
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STATE OF NEW MEXICO § 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s rhe day
of , 2000, by Theodore P. White, an i n d i v i d u a l . 

My Commission Expires; 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO § 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Roy G. Barton, an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by as of 
THE ANDERS ON-MALONE TRUST u/t/a 12/5/91, i n the capacity s t a t e d t h e r e i n . 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO § 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by E a r l L. Malone, M.D., an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of New Mexico 
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STATE OF NEW MEXICO § 

§ 
COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Charles F. Malone, L i v i n g T r u s t u/t/a 8/1/87, i n the 
capacity s t a t e d t h e r e i n . 

My Commission Expires: 
Notary P u b l i c , State of New Mexico 

STATE OF COLORADO § 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Jean A. Eaton, an i n d i v i d u a l . 

My Commission Expires: 
Notary Public, State of Colorado 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Baynard W. Malone, as Trustee of the E l i z a b e t h A. 
Malone Testamentary Trust f/b/o EDNA M. SCHWARZ, i n the capacity s t a t e d 
t h e r e i n . 

My Commission Expires: 
Notary Public, State of New Mexico 

STATE OF NEW MEXICO § 
§ 

COUNTY OF § 

The foregoing instrument was acknowledged before me on t h i s the day 
of , 2000, by Baynard W. Malone, as Trustee f o r the Ross L. Malone 
Testamentary Tr u s t , i n the capacity s t a t e d t h e r e i n . 

My Commission Expires: 
Notary P u b l i c , State of New Mexico 


