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Nearburq Producing Company
Exploration and Production
Dallas, Texas

Page 1 of 2

AUTHORITY FOR EXPENDITURE

LEASE: Scoggins Draw 27 Federal WELL #: 1
LOCATION: N/2 Section 27, T-18-8, R—27-E, Eddy County, New Mexico
DESCRIPTION OF WORK: Dilll and complele as a flowing Morrow Sand gas wall.

PROPOSED TOTAL DEPTH: 10,025

DATE PREPARED: 2/4/92 EST. SPUD DATE: 6/1/92 EST. COMPLETION DATE: 7/15/92

AFE NUMBER:
INTANGIBLE COSTS: TOCSG PT COMPLETION TOTALWELL
Drlling Footage ~ 10,025 @ $17.00/Ft 170,425 170,425
Driling Daywork — 5 Days @ $3900/Day 11,700 7,800 19,500
Drlling Tumkey 0
Bits,Stabilizers,Reamers Etc, 750 750
Directional Services 0
Mud & Chemicals 30,000 30,000
Fresh Waler 5,000 1,500 6,500
Brine 10,000 10,000
Fuel & Oll 0
Cement Surface Casing 15,000 15,000
Cement Intermediate Casing o]
Cement Produclion Casing 25,000 25,000
Cement - Other 0
Plug and Abandon 12,000 (12,000) 0
Road & Locatlon 12,000 1,500 13,500
Survey 750 750
Damages 2,500 2,500
Open Hole Logging 35,000 35,000
Testing 10,000 2,500 12,500
Coring & Analysls 0
Pulling and/or Swabbing Unit 12,000 12,000
Case Hole Perforate & Wireline 15,000 15,000
Acldizing and Fracturing 25,000 25,000
Fleld Supervision 9,000 4,500 13,500
Mudlogging Unit 10,000 10,000
Geologist 1,200 1,200
Engineering 2,100 900 3,000
Equipment Rental 7,500 2,500 10,000
Misc Labor 2,000 1,500 3,500
Tubular Inspection and Testing 500 7,000 7,500
Roustabout Labor 0
Supplles 500 500 1,000
Insurance 8,000 ' 8,000
Overhead 6,000 2,000 8,000
Title Oplnion 1,500 1,500
Legal and Professional 2,500 500 3,000
Telaphone 150 100 250
Hauling and Trucking 2,500 3,500 6,000
Fishing Tools 0
Mud Englneer 0
Csg Crew and LD Mach. 1,500 9,000 } 10,500
Mudlogger 0
Reverse Unit and Tools 2,000 2,000
SUBTOTAL 369,325 113,050 482,375 |
Conlingencles (10%) 36,933 11,305 48,238
ESTIMATED TOTAL INTANGIBLES 406,258 124,355 530,613

YATES PETROLEUM CORP.
BEFORE THE COMMISSION
NMOCD CASE NOS. 10467/10473
DATE: /92 ,De Novo

08/13
EXHIBIT NO. ___L’_'l’____



Nearburg Producing Company

Exploration and Production
Dallas, Toxas

LEASE: Scoggins Draw 27 Federal

WELL #:; 1

AUTHORITY FOR EXPENDITURE

LOCATION: N/2 Section 27, T-18-S, R—27—E, Eddy County, New Mexico

DESCRIPTION OF WORK: Drlll and complete as a flawing Morrow Sand gas well,

DATE PREPARED: 2/4/92

EST. SPUD DATE:; 6/1/92

£ST. COMPLETION DATE: 7/15/92

Page 20f 2

PROPOSED TOTAL DEPTH: 10,025'

AFE NUMBER:
TANGIBLE COSTS: TO CSG PT COMPLETION TOTALWELL
Conductor Casing 0
Surface Caslng 1350' 8-5/8" @ $12.00/Ft 16,200 16,200
Intermadiate Casing '@% . A 0
Production Csg 10,025' 4—1/2' @ $8.70/Ft 87,218 87,218
Tublng 9025' 2—3/8" @ $3.30/Ft 29,782 29,782
Rods 0
Pumping Unlt 0
Tanks 3,000 3,000
Separators & Healer Treat. 0
Well Head — Csg 4,500 4,500
Flow Lines 10,000 10,000
Valves, Fittings & Connections 5,000 5,000
Packer 4,000 4,000
Subsurface Pump 0
Gas Meter 3,000 3,000
Artificlal Lit Equipment 0
Compressor 0
Praduction Unit 12,000 12,000
Installatlon Costs 10,000 10,000
LactUnit 0
Vapor Recovery Unit 0
Well Head — Thg 10,000 10,000
Elect. Installation 0
ESTIMATED TOTAL TANGIBLES 20,700 174,000 194,700
ESTIMATED TOTAL WELL COSTS 426,958 298,355 725313

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH
TUBULAR GOODS FROM OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE, OR LESS, UNLESS THE NON-
OPERATOR GIVES NOTIFICATION ON THIS FORM OF HIS INTENT TO FURNISH HIS PROPORTIONATE SHARE IN KIND. THIS
AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED.

LAND:

GEOLOGICAL:

DRLA / PROD:

FINANCIAL: L

ENGINEERING: - ,Z-.\, Qh 2kl
EXECUTIVE: \
W APPROVAL:  COMPANY

8Y

TITLE

DATE




Nearburg Producing Company Page 1 of 2
Exploration and Production
Dallas, Toxas

AUTHORITY FOR EXPENDITURE

LEASE: Scogglns Draw 27 Federal WELL #: 1
LOCATION: N/2 Section 27, T—-18-S, R—27-E, Eddy County, New Mexico
DESCRIPTION OF WORIC: Driil and complets as a flowing Morraw Sand gas wall.

PROPOSED TOTALDEPTH: 10,025'

DATE PREPARED: 4/24/92

EST. SPUD DATE: 6/1/92

EST. COMPLETION DATE: 7/15/92

AFE NUMBER:
INTANGIBLE COSTS: TOCSG PT COMPLETION TOTAL WELL
Diilling Foolage —'10,025 @ $14.70/F{ 147,368 147,368
Dilling Daywork — 5 Days @ $4300/Day 17,200 4,300 21,500
Drlliing Tumkey 0
Bits,Stabllizers,Reamers Etc. 750 750
Directional Services 0
Mud & Chemicals 20,000 20,000
Fresh Waler 5,000 1,500 6,500
Brine 12,000 12,000
Fuel & Oll 0
Cement Surface Casing 12,000 12,000
Csment Intermediats Casing 20,000 20,000
Cement Production Casing 25,000 25,000
Cement — Other 0
Plug and Abandon 0
Road & Location 10,000 1,000 11,000
Survey 750 ) 750
Damages 1,500 1,500
Open Hole Logging 19,000 19,000
Testing 10,000 2,000 12,000
Coring & Analysis ’ 0
Pulling and/or Swabbing Unit 7,200 7,200
Case Hols Perforate & Wirsline 10,000 10,000
Acldizing and Fracturing 25,000 25,000
Flsld Supervision 6,000 4,000 10,000
Mudlogging Unit 10,000 10,000
Geologist 1,000 1,000
Englnesring 1,000 900 1,900
Equipment Rental 7,500 2,500 10,000
Misc Labor 1,500 1,500 3,000
Tubular Inspsction and Testing 500 6,000 6,500
Aoustabout Labor 0
Supplies 500 250 750
Insurance 7,000 7,000
Overhead 5,500 1,500 7,000
Tl Opinion 2,500 2,500
Legal and Professional 2,500 2,500
Telephone 150 100 250
Haufing and Trucking 2,500 2,500 5,000
Fishing Tools 0
Mud Enginesr 0
Csg Crew and LD Mach. 500 8,000 8,500
Mudlogger 0
Reverse Unit and Tools 1,200 1,200
SUBTOTAL 323,468 105,200 428,668
Contingencles 0
ESTIMATED TOTAL INTANGIBLES 323,468 105,200 428,668

YATES PETROLEUM CORP.
BEFORE THE COMMISSION
NMOCD CASE NOS. 10467/10473
DATE: 08/13/92 De Novo
EXHIBIT NO. 14 A
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Nearburg Producing Company Page2of2 -

. Exploration and Production

Dallas, Texas

AUTHORITY FOR EXPENDITURE

LEASE: Scoggins Draw 27 Federal WELL #: 1
LOCATION: N/2 Section 27, T-18-S, R—27—-E, Eddy County, New Mexico
DESCRIPTION OF WORK:" Drill and complete as a flowing Morrow Sand gas well.

PROPOSED TOTAL DEPTH: 10,025’

DATE PREPARED: 4/24/92 EST. SPUD DATE: 6/1/92 EST. COMPLETION DATE: 7/15/92
AFE NUMBER:
TANGIBLE COSTS: TOCSG PT COMPLETION TOTALWELL
Conductor Casing 0
Surface Casing 350' 13—-3/8" @ $17.00/Ft | 5,950 5,950
Intermediate Casing 1350' @ $8.50/Ft v 9% | 11,475 11,475
Praduction Csg 10,025' 5—~1/2' @ $6.50/Ft | 65,165 65,165
Tubing 9800 2-3/8" @ $2.50/Ft Baiiparkt 24,500 24,500
Rods o
Pumpling Unit 0
Tanks 3,000 3,000
Separators & Heater Treal. ' .0
Well Head — Csg 2,500 2,500
Flow Lines 2,500 2,500
Valves, Fittings & Connections 2,500 2,500
Packer 3,000 3,000
Subsurface Pump 0
Gas Meter 2,000 2,000
Astificial Lt Equipment 0
Compressor 0
Production Unit 10,000 10,000
Installation Costs 5,000 5,000
Lact Unit 0
Vapor Recovery Unit 0
Well Head — Tbg 10,000 10,000
Elect. installation 0
ESTIMATED TOTAL TANGIBLES 19,925 127,665 . 147,580
ESTIMATED TOTAL WELL COSTS 343,393 232,865 576,258

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH
TUBULAR GOODS FROM OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE, OR LESS, UNLESS THE NON—
OPERATOR GIVES NOTIFICATION ON THIS FORM OF HIS INTENT TO FURNISH HIS PROPORTIONATE SHARE IN KIND, THIS
AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED.

QGEOLOGICAL:

DRLG/ PROD:

FINANCIAL:

ENQINEERING:

EXECUTIVE:

W) APPROVAL:  COMPANY

BY

TITLE

DATE

TRy

A



ATES

‘; ) FETROLELIM AUTHORITY FOR EXPENDITURE AFEDATE Dl
//' NEW DRILLING ‘
¢ CORFORATION AFE STATUS:
105 SOUTH FOURTH STREET Objactive Type of Well Original
ARTESIA, NEWMEXICO88210 Qil Development | Revisad
TELEPHONE (505) 748-14T1 Gas Xi Exploratory . Final
LEASE NAME Chalk AKH Federal #2 PROJ'D DEPTH 10025"' .,
COUNTY Eddy STATE New Mexico
LEGAL DESC. Sec. 27-T18S~R27E LOCATION 660'N & 1330'/E
FIELD - HORIZON Morrow
DIVISION CODE 100 DIVISION NAME Oil & Gas Division
DISTRICT CODE " DISTRICT NAME
BRANCH CODE BRANCH NAME
INTANGIBLE DRILLING COSTS: — DRY HOLE COMP'D WELL
920-100 Staking, Permit & Legal Fees 800 800
920-110 Location, Right-of-Way 15000 15000
920-120 . Drilling, Footage 10025' @ $17/f¢t 170500 170500
920-130 Drilling, Daywork 5 days @ $4400/day 22000 22000
920-140 .- Drilling Water, Fasline Rental 17000 17000
920-150 - Drilling Mud & Additives 20000 20000
- 920-160 Mud Logging Unit, Sample Bags 9800 9800
920-170 Cementing - Surface Casing 26000 26000
920-180 Drill Stem Testing, OHT 25000 25000
920-190 Electric Logs & Tape Copies 20000 20000
920-200 Tools & Equip. Rnll,, Trkg. & Welding - - 20000 20000
920-210 Supervision & Overhead 12000 12000
920-220 Contingency - -
920-230 Coring, Tools & Service - -
920-240 Bits, Tool & Supplies Purchase 1800 1800
920-350 Cementing - Production Casing - 30000
920-410 Completion Unit - Swabbing - 6000
920-420 Water for Completion - 1200
920-430 Mud & Additives for Completion - 1000
920-440 Cementing - Completion = -
920-450 Elec. Logs, Testing, Etc. - Completion - 7500
920-460 Tools & Equip. Rental, Etc. - Completion - 8000
920-470 Stimulation for Completion - 25000
920-480 Supervision & O/H - Completion - 2000
920-490 Additional LOC Charges - Complstion - 1800
920-510 Bits, Tools & Supplies - Completion - - 1200
920-500 Contingency for Completion - -
TOTAL INTANGIBLE DRILLING COSTS [ 359900 | 443600 ‘|
TANGIBLE EQUIPMENT COSTS: '
930-010 Christmas Tree & Wellhead 1200 - 14000
930-020 Casing 8-5/8" @ 1800" 17600 17000
5-1/2" @ 10225' - 67700
930-030 Tubing 2-7/8" @ 9800 - 27500 .
930-040 Packer & Special Equipment - =~
930-500 Contingency - -
940-010 Pumping Equipment - - -
940-020 Storage Facilities - 12000
940-030 Separation Equip., Flowlines, Misc. - 16000
940-040 Trucking & Construction Costs - 10000
TOTAL TANGIBLE EQUIPMENT COSTS (18200 | 164200 ]
TOTAL COSTS [ 378100 7 | 607800 |

APPROVAL OF THIS AFE COSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT
WITH TUBULAR GOODS FHOM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE.,

EXHIBIT NO. /75"

Prepared %7% Operations =
By Approval —_—
OWNER SHARE
_YATES P?:fyROLEm CORPORATLON‘,—-—-——""'“ |__10.50000% ]
[ 5.25000% j
[ s5-25000% 1
YATES PETROLEUM CORP.
BEFORE THE COMMISSION | 5.25000% |
NMOCD CASE NOS. 10467/10473
DATE: 08/13/92 De Novo tom MOD frev 12/01)



Chalk AKH Fed. Com. #2 . AFE No. 92-112-0

Sec. 27, T18S-R27E Date: 3-24-92
Eddy County, New Mexico Page 2
SHARE:
. .H. M. BETTIS, INC. 2.91375%
) By Date

TURNCO, INC. ' 2.91375%
By Date
L. E. OPPERMANN 1.16550%
By __Date
BETTIS BROTHERS, INC. 10.50700%
By : Date
M. CRAIG CLARK 3.12500%
By Date
DAVID W. CROMWELL 3.12500%
By Date
NEARBURG EXPLORATION COMPANY 50.00000%

By Date
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: Daily:Drilling: Repor

T CsG Date
- ¢ W l - - ,
Well name and number < _pe ) TRAW TSR o B { @ &~ sy
Days since spud Status i r
v -dA O1 lindicators: SD, LOG, ST, F,__PROB
AFE number odte s [Oany cost [T - 1 [ U {Mud [y [Turnxey Ll
CSGPT Oate _ . . .
Mud Tyos lw:, Vis va ITP [Gm IAPIWL IHTHP ‘pn
Properiles [ S8 LA B N / oL
CHL [Tmal hardness F)/W ratio FS FOil ITSD [MBT ‘% Total Sid.
+/BBL -
% LGS l% HGS #/BBL BEN P/BBL DS ‘LCM IM. Cake
B #/88L /32
Materials used fast 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Waterr <-1g—qui - 7T A " Pore press SYS Vol - bbis  SYSeft “
o |l SX@S o o SX@% BG gas Shakers screen size !
Pager: AL SXx@$ SX@$ Conn gas D-Sander hrs
S laa 2. SX@S$ T T ‘sx@s$ Trip qas’ D-Silter hrs
SX@$ R - SX@$ Max gas - Mud cieaner hrs
inventory Shate density Screen size
Barite - -t T | itnotogy Centrifuge #1 nrs
Water L . e e e e e e - - Centnfuge #2 - hrs
Fuet
Hydraulics- T T ) - “w2 Surveys (Mag. corr. )
Pump {(Make and Model) AL (VS e =R BT o L TS ) ..—l.LcQ Meas-depth -- - Angte OIR
LS x SL x SPM S/, x \ST x g7 < x e x
Slow rate(SPM/PSy - {0 o T Tt oot e . F
GPM 2 laln ?ress SO QHDjP . - -
AV:DP oC i ¢ Jv
ECO@Cs. TR - - T [Facged@e - L
Bit record : BOP
Bit No. \ Oeptn out Test date
Size - Yol r Depth in - Press
Make Tz . _  |Ftmace .4 dey - Sidetrack 3 ves O ~e
Type (=2 2y Mrs. drig. 2 KOTMD
Seriat No— = ~ T - wos el KOTVD
No. & Size Jets Aoy L RPM — [i-l»] PBTMD -
1ADC code Condition PBTVD
Hours . .. - - Wt. in mud Min ID . lTorque
BHA < L2 e 2.7
Detaiis " . - , . R '
V7 Gyt 2t v e Reprnnc ot 0 s Sl s 6423)
S . - [Str. wi Up —Ioown Rotating
<2 e S3 ™ Tz
- aiidie - Time breakdown (% hours)
Drilling 2 | Reaming Cementing Rig Move/Mobilization | {_
Tripping Hole opening Nippie up/down Wait on orgers
Circ/cond st T s T Service/répair rig Fishing Wait on weather
Short trip Well logging Lost circulation Other
Test BOP's Run casing Surveys Total 24
Narrative Current TMD/TVOD Furrem formation Current OPS ruom made 24 hours
(See back) A Aoy AR YR
- . e T A l'\ —:-- ' ~ 2 - p > QT
AT e R R S SR SR VWD R — S eDanl \d Q Tyt Voo VWA - T -dn
1
“ 1
Doosvt, WA Weve froese eilfo, vy Ay TR U L o TR
A1
T~ vy L [ D R AN SR e
YATES PETROLEUM CORP.
BEFORE THE COMMISSION
73
{Contractor NMOCD CASE NoS. 10467 / 104 SToreman
i

~
bPesmp 7 an?

pATE: 08/13/92 De Novo

EXHIBIT NO.

v}

-
-




% DailyiDrillingiReports7

Well name and number quq;LD faw Fec!@,(‘a l COmm @

I'CSG

™6 -5-59

@

a nce spud latu:
o e & SB=A D I ilndlcators SD, LOG. ST, F, (Enoa )
AFE number O‘]‘/?S [ Dadiy cost [T O r /Oéo—? ﬁnua /’log [Former /?47
CSGPT Date 4
yr%% ortlas lTypo F w Iw:.g-, 4 lv.s gL? lpv lYP Fs ; IXPIWL IHTHP lpn / O. O
cHL éO O ITom nauzya o F/w ratio lES I-/. il l%—so PABT . I% Total sna.‘ 5
% LGS l% HGS l»/eaL BEN [wam. oS lTCM lM. Cake
»/BBL 132
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: /Z?o 8 FuJ ;-Srv5 & FUJ metae |Pore press SYS Vol bbls SYS ett %
A : 6 X SX@s$ SX@$ 8G gas Shakers screen size /
4 AN t{j SX@$ SX@$ Conn gas D-Sander hrs
Blijg "t : {1 sxes sx@s$ Trip gas D-Silter nrs
; ﬁ', e, : 3 SX@s$ SX@$ Max gas Mud cleaner hrs
Inventory Shate density Screen size
Bante Lithology Centrifuge #1 nrs
Water Centnfuge #2 hrs
Fuel
Hydraulics " 12 Surveys (Mag. corr. )
Pump {Make and Model) L CO b 6@ oV EwCO W-<9Co Meas depth -, Angie DIR
LS x SL x SPM 5« /R « R |5 «/F « A7 2°
Slow rate (SPM/PSI) / /o018 [~
GPM :So 3 Press 500 BHHP
AV:OP 5 7 oc 7 2 / g‘ = vV
. jeco@cs @To Frac graa @ c¢s
Bit record BOP
Bit No. I ) Q 3 Oepth aut izrl . Test date
Size 9.1 /:L? Depth in 5 3 / Press
Make H7C H TC Ft. made i@ 7 e Xl N Sidetrack 3 ves O no
Ty0e 0] Ri | J43C [wmag /0% § % [omo
Senal No. - Re tio wos 55 M 5 KOTVD
No. & Size Jets <& -/  [rem @) 70  |rsTmo
IADC code . Q ';7 Condition - - PBTVD
BHA Hours & ? }../ [Wt. n mua é S H le 10 2. 9\5 ‘Tovquo
tayls. B s i 4 ¥
5T, Shock sub, 87O0C . bade std. 4- X' DCs , /9-64" NCs
17. wt Up ~ own Rotating
13 " ¥sH ™ gon ™™ goM

Sun 21195

Time breakdown (¥ hours)

Dniling ,ﬁ@ 4f Reaming Cementing Rig Move/Mobilization ’
Tnpping D Hole opening Nipple up/down Wait on orgers
Circ/eond Service/repai rig Fishing Wait on weather
Short tno Waell logging Lost circulation l Other
Test BOP's Run casing Surveys -*II Totat g
i Curren 0/TVD Current tormauon i ! urren a o T
(Nsaer;altggk) [ t TMO/ /055 ent tormato AU {l\/ ilm Current OPS b(\'(q Pole de 24 haurs 5?%
! e B ! . N ~ P ]
6%\‘ 24 "6 , >3 “fl‘L!: %O(‘ hews {0\(_ L, hD areq o
"‘ ’ > Vs - )
Sy cont, ‘lq 1o G0 " (oSt [00Te retutas
2 7 T 7
mix_ 30T 38 LCM  sueeps reaamec{ 80 7o_returss
ps ‘{ ~ - j << . / ' . X 7’ 7 ) :
Cour dfla To 1O __1/ a IC‘L(‘Q O eﬁc A E Y| C" 10
: 9 ; : NI - .
oThor preie. MW 897 Su laygt 53T - °{° (0% - j°
:Connacror " i Aig numoer , Dniling 10reman ; H "
‘ (/3‘\‘3( 30N ' & | Aawkins



SEHIN

Well n;ame and number

Sun-—-21195

Stogqrny DRAW LeDywrAL ‘B’ 1 — @ - (-t
Days since spud lSTAju |
A D I  lindicators: SD, LOG, ST, F, PROB =
AFE number [Daily cost i fr Mud [Fuznsoy
e o195 O (285 203 r 27IS
Propenles F 'w: ? L/ |v:; 9\8’ lpv 'va Gels / men. IHTHP ‘pu / O, )
CHL 01 5 OO lTom hur?ecss O Io/w ratio l [@so-l 'Tso IMBT et lsjo‘au Sid. )
% LGS i% HGS IMBB_L BEN F/BBL oS IICM IM. Cake
#/88L /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: 5? BFUJ Pore press SYS Vol bois SYS eft -
Pape C : / ’ Sx@s Sx@$ BG gas Shakers screen size /
aq 'v : SX@$ SX@$% Conn gas D-Sander hrs
Cﬂu&}l’ [« 6 SX@$ SX@$ Trip gas D-Silter hra
: SX@$ SX@s Max gas Mud cleaner hrs
Inventory Shale density Screan size
Bante Lithology Centrifuge #1 hrs
Water Centrifuge #2 hrs
Fuel
Hydraulics ”n 2 Surveys (Mag. corr. )
Pump (Make and Model) | 5Wesd (W) —6oO cudep LW-deo Meas depth JAngle DIA
LS x SL x SPM s x5~ xSY¥ | & x 14 x (500 /4°
Slow rate (SPM/PSI) 449 2.50 /
GPM go 2 Press 800 BHHP
AV:0OP 57 oc 7‘;/ gqﬁ Jv
ECO@CS @710 Frac grad @ cs
Bit record BOP
Bit No. Z Depth out Test date
Size ) ZV:J Depth in 37 Press
Make HiZ Ft. made / ﬂoz Sidetrack 0 ves =™
Type T2de Hrs. drlg. S48 KOTMOD
Seriat No. 2erTP woB S5 M KOTVD
No. & Size Jets 2-17 RPM 70 PBTMD
1ADC code 6 Z7 Condition PETVD
BHA [Houn 5-&;;[( IWt. in mud é S /'1 lWID g‘ 25 [Torqua
Details
Same, — _
tr. wt Up own Rotatin
e M Pt 39 M ™™o M
_ Time breakdown (% hours)
Drilling &3 ] Reaming Cementing Rig Move/Mobilization
Tripping Hole opening Nipple up/down - . — Wait on orders
Circ/cond Service/repair rig Fishing Wait on weather
Short trip Well logging Lost circulation Other
Test 80P’s Run casing - Surveys - . . Jif Total. . ng/
i T rent OP:
(Nsaer;aé‘;:k) [Currem MD/"I’VD/ 7 L,LO me fl.)rmammA)1 hv lCTre OPS Dr‘ q [Hole made 24 hours 6 85
rlg trom [OSS to 1740° w/ BS 1o (007, retupts
7
clu w/ (009 teturns [ast (O prs -
N
Coniractor Aig number Drilling toreman



Sun—-21195

S PN - 2 Daily:Drilling’Report:._..+
CSG ™ o + [D
Well name and number SQOQQM DraVJ F@Je‘ a‘ CGMM 8 #| [ 8’? @ /XOO I mé— 7- Xﬁ_
Days since spud 4 Status f
F A [:1 I lindicators: SD. LOG, ST, F, PROB
AFE number G L[II '-f S [Oany cost . I ﬁé,gg?o [T- ﬁ/[ 6) L{;\ [Mua o [Tsawey gﬂ S
CSGPT Date
Type - Wt. Vi - [y YP Gels APIWL HIHP
Mad s 1 Fuw R4 [™2Y | | =, T | [™70.0
CHL Total harg O/W rau ES % Qil % SD MBT al Sig.
;,CO [oa aré;zéo l ) l r l—— l wesL I%Tonsm.é
%L [ss HGS - leBL BEN lWBBL oS lLCM iM. Cake
#/BBL /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: _‘2/ 75 ALF{,J _ Pore press SYS Vol bbis SYS eft %
H SX@$ ! SX@$ 81 gas Shakers screen size /
SX@$ I H sx@$ ~ Conn gas D-Sander nrs
SX@$ SX@$ Trip gas D-Silter hrs
SX@$ SX@$ Max gas Mud cleaner hrs
- inventory -~ - o Shale density Screen size
Barite Lithology Centrituge #1 hrs
Water Centrituge #2 hes
Fuel e Tt : - -
Hydraulics ] " ) Surveys (Mag. corr.
Pump (Make and Model) | = W C@ (_{_/ ‘6 OO ELL/ C O LU j{oo Meas depth - Angle DIR
LS x SL x S5PM e xS X Sgox Y« LXOO I
Slow rate (SPWPSI) __ 2> 1 400 , _/
GPM go z Press J SOO BHHP
AV.OP / 7 é oc ggo . V.
|ECO@CS @TD Frac grad @ cs
Bit record BOP
Bit No. 3 T $ Depth out / S’QO Test date 6 = 6‘ W
Size 7 ‘E,IS Depth in [ XOO Press ,j.OQ O’F
Maxe Keed  {rt mace /3bS SO [sidetrack Oves Bno
Type - -~ HP—54  |Hrs. arig. Ys £ | . [xoTMo
Sensl No. D GQI2( |[wos 5 M gY M lxorve
No. & Size Jets <-/0 RPM 70 = PBTMD
1ADC code b e Conditian G-G6-T1 PETVD
ur ! Wt. in mud Min [D Tor
a0 563 "™ 83 h [ 2,25 e
Lt blage stal, LE C bmée stub., /%~ 64 DCs
p 7 $xr wt Up Oown ~ Rotating .
cosS ey M PMes M TTMmes M
Time breakdown (% hours) "
Dnlling [ \ Reaming Cementing "~~~ ~ E‘ -‘{ A Rig Move/Mobilization
Tripping 2 = Hole opening Nippie up/down 5 = Wait on orders
Cireseond /_L; Service/reparr rig Fishing - Wait on weathae
Short tnp , Welt logging Lost circulation Other 7 ) T
Test BOP's /::T Run casing i T T " ‘| Surveys ) Totai ~ '“—,“,2 #
Current TMO/TVD Current forrnauon i Current OPS i Hof 24 r 7
ilaer;aél::k) { t /gL_.O { P h\/ [ Drl a | ole mace 24 hours /OO
. N] "
dela Yrom 1740 1o (300 __(ire £ he ToH (_D Y NCs ,
RU esg_crew Raa ¢ cot 46 'is 3% 34 % k-S5 Si0
N
C‘Sq ) Cb /800 FC /754 y [)U&STCFJ C’ﬂr_ Q// /7< Sks
Picgserter Lite + =& /St C’nox‘eal + (0% [sk  girespite +
2SS sks Pucaseroe Uit + 4 73& Ce Os‘sa( _tail gy
wl G735 3<s Ciass C + 37 CaCla v 4%/se céiloseal PQ
3:"5 on FP 7: -[O000O .?ioai‘s AQtCJt e, C V( ‘/SM .
: b - -~ o 0 . , L S
cre 2.0 3ws oeanT ot oSy~ WO C G hes od St NX

IConrrac!cr ‘Rig numper 7 lDrmmg tareman 7

over -



csq NI bradenhead 8‘ ROP +e§f Blind r‘a)ns To

2000% Toc (S min, ,__TIH il Bf( drlq qu tloat

equip. and 20" cwt |, tesT  bos rams  and casma to

2000% for IS min, ,,, coit _dcla_cmt o (800" and foem,

From (R0’ £ k40’ Mw g¢® Survey ! /R0Q" - (£




Sun—~21195

L7 IV |

CsG Date
h
Weli name and number Scqa it PLAWY (D ¢ omrn 4, [— Yy @ /e09 L-2-v9
Days since spud [Smuz 4 l
£ 3 A O1_ lindicators:  SD, LOG, ST, F,. PROB o
AFE number odia s {Daily cast = 1 s0%9z= Mua " [Tumxey 2204
CSGPT Date
Mud rl'yp. W P(s 'W [ T [Geu PP[WL Im’np ey
Properties o) a4 ' X4 / o
CHL Total hardness IO/W ratio ES IS& Oil P ) {MBT I* Total Sid,
7000 Jon S weBL | .
% 1GS . ix HGS ' #/8BL BEN »/88L 0S ILCM IM. Cake
' o e . . »88L /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
18BLS. Water~ yprr=———=| ~-- s> === P5epress ~ =~ T~ - SYS Vol " obis  SYSeft T
fpastt, 2 SX@s : _SX@$ {B3gas _ e Shakers screen size . ol o
shgec b TV SX@$ : SX@$ Conn gas O-Sander hes
k] - .- - -
b e — i —sx@$— ———f - T SX@$T T TThggasT T T T T T - ” [D-Siiter hry
: SX@% L SX@$ _ __ IMaxqas - __ T Mud cleanec , - -~ .= -« .hes
inventory Shale density Screen size
Bante ="~ -~ - - ‘[Cithalagy T T T T Cenwiugem T T T T T T T Tk
Water _ b e lCentrituge®2 . . .. .______.._.hw
Fuel
Hydraulics- T 1 W drveys (Mag. cor. —__ __ 7" T~ T T y 7
|Pump (Make and Mogsl) | oo o Lo v doo | Measgepn | . . Angle .. .| .. _DIR_. . .
LS xSLxSPM .. Y x v x Y o x W« TLAs \Vp
Slow rate (SPMIPSIY — -~ |——p- w—= -——F iy — - - g At St e (R
GPM o Press o BHHP . a e
AVDP o 6C 270 W
‘ ECO @GS _ —@ID —— —— [Frac giad @Co-——— — o e — o — ¢ e o mem e e e E—a ——
o Bitrecord o . R .BOP . -
BitNo. .. E Depth aut Teat date o~ Cm¥9
Sizg— - I S Sk - ——dpgetiw T o "= 7T T T 7 press T T o000 T
Make Leep Ft. made _o2do oo . __lsideracx. _ . [dves... Elno —.—
Type . W s Hre. drig. 22 KOTMD
tSenat No— — — —- =W T T T T A ™ T T T T T T [koTvd’
No. & Size Jets [ I S - I ... . lpaTMD .- ) . .
IADC cade - Candition PEBTVOD
} . -Iﬁnum._, e e eemmn - [ WL i MU ~— —— ~~{Mm 1® R iTorqu.
BHA Y < o0 2 ¥l
Detaiia R J _— am e an - — — 3
Z hpre
[ e L A R - [Down Rotating
- 17 A LM <M
e mme e e e mm ~—Tlme breakdown (“shours) -~ :
Oritiing 2. Reaming i . v c|Cementing N - - | Rig Move/Mobilization P
Trpping Hole opening Nipple up/down Wait on orders
Circ/eong - —— ——= 1= ———— = —— - ——1RgryiCaMTRpAIr Iy T TlAsRing < T TTT T T T T [ Wait on weatner
Short thp Waell logging o ... |Lost circulation ) Other
Test BOP's Run casing Surveys Ve Tott  2&.
arrative. . Curtent TMOATYD. _ . .waumJomnw- DR - }Current OPS - Hols made 24 hours
See back) zoio An) DA Lo oo
1\,2::-1 N -':--r*_ |l Xl \?:/'\O - 'L’;‘L\ of WO Do 2Tt AY = e (O .
{Con:rucmr R ~ [Rig number Driling forsman
- ~ TT-" T e~ ~ A

3 LdownJs



2 Daily:Drilling: Report=

Well name and number BCOCLCU/\ Oraxu Federal COmm, @. ¢‘ FSGE

A

Days since spud 6

=k,

'@ /%00 ™ ¢ -9-%9

Indicators: SD, LOG, ST, F, PROB

AFE number I®) LH 95 [Daily cast ki ®) '1_73%3— [Mud L TTC S % Lm‘
CSGPT Date .

Pomees | "FW "X 423 [ [T S N X

L / XQ O rrotal nard‘r?bo IWW ratio F [% oil [% sD [MBT JaaL I% Total Sid. . é

% LGS % HGS #/88L BEN #/88L 0OS LCM .

i r ‘7 [ #/8BL P e /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment

BBLS. Water: ~ Pore press SYS Vol bbis SYS eft %
G [ l H L‘g\ SX@$ SX@s 81 gas Shakers screen size {

[JJ per : 7 SX@$ SX@$ Conn gas D-Sander hrs
\ a r"Ur‘f‘ 1 () SX@$ SX@$ Trip gas O-Silter nrs
D{n a S% o( SX@s SX@$ Max gas Mud cleanar hrs

Inventory Shale density Screen size

Barite Lithology Centrifuge #1 nrs
Water Centrifugs #2 hrs
Fuel
Hydraulics 7] Surveys (Mag. corr. )

Pump (Make and Model) - W co (,(/ ‘q 00 Meas depth JAngle DIR
LS x SL x SPM i _<_ x Lq x 9‘7510‘—7 rﬁ_d
Slow rats (SPM/PS) 400 .o ¢ 1897 /°
GPM 25671 Press / foo BHHP
AV:DP /7 6, oc @ i\v- @) Y

- |[ECD@CS .. @TD. . - -{Frac grad @ cs
- Bit record BOP

Bit No. \S_‘ Depth out Test date 6 - 7 - gi i
Size 7"? ’ Deépth in { YO O Press ﬁOO o
Make pga/{ Ft. made / S KO Sidetrack O ves & no
Type HP 54 Hrs. drig, Y6 KOTMD . -

Serial No. D¢ o%aG woB a8 M KOTVO
No. & Size Jats 2-1Q RPM 70 PETMO
IADC code Qé 7 Condition i PBTVD

BHA Hours / O [ ’i‘ ‘Wx in mud 5 S M Pm ) 9 , j. 5 ‘Torquo
Detaiis S a /n 6
IS!I’. wt Up /O O M Pown 9 5 M ’Rolnmg q’ 7 M
Time breakdown (% hours) »
. 1Dnitling g < Resaming Cementing Aig Move/Mobilization

Tripping Hote opening Nipple up/down Wait on orders
Circ/cond Service/repaif rig Fishing Wait on weather
Short trip Well logging LOSt CifCuIation — — - —acnmeom e | Other .

Test 80P's Run casing Surveys 7 Totat ;2 ﬁ‘

(Nsae';af,';'gk) [Currenl TMD/TVD 2 N N O Current tormanon DO( o ] Current OPS O(\;a [Hola made 24 hours ? Lfo

/ H
C{r!% Yrom 5L5‘f.. To B30 1wyl - ho T'\‘Ob y MW §4#

Sun—-21195

-
T

Surveys ¢ 790

-ix’
LI y
L4

2299

Contractor

Pee

=

lR.

g number

‘y Onlling foreman

~ Haweirs



Sun—21185

VT
7

-4t CSG o, 5 ¥ Date .-
Well name and number %CQ{‘{“\ Drtw szclet"dl Com. 8 i | r X% e/ \fele} l ) G-10-%9
Days since spud mus o
7 V'®@a  O1r lindicatorss  SD, LOG, ST F. PROB
AFE number O )_[L}{,{ 5 [Dady cost T D) T ’} ‘7@ o [Mua ANV [Caxoy 35 @T'I(_
CSGPT Date
I AP
Medies ™ FW Sy Pay P[0 = , "™ ™ o
1] % SO MBT
cHL L‘io o lTolal na./;r&;ssO lOIW tatio [ES l'ﬁ l— F o ,% Totat 510, ] é
% LGS lv. HGS [-/aan. BEN [WBBL 0s l LCM ’ M. Cake
#/BBL /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: O Pore press SYS vol bdis SYS eff «
Pa pe( : 5{ sx@s SX@$ 87 gas Shakars screen size /
b : SX@$ SX@$ Conn gas D-Sander hrs
SX@$ SX@$ Tnp gas D-Siiter hrs
SX@$ SX@$ Max gas Mud cleaner hrs
Inventory Shale density Screen size
Bante Lithology Centrituge #1 hrs
Water Centrifugs #2 hrs
Fuel
Hydraulics # ] Surveys (Mag. corr. )
Pump (Makeana Moce) | EW CO W -00Q | AWCO W -900 Meas depth Angls IR
LS x SL x SPM Sk « /S « 5% S x /44 = KEs ol /°
Siow rate (SPM/PSI) A9 1 {400 . /
GPM /{ Press / S o0 BHHP
AV.DP /' 7 (2 ocC Z 20 v
T |ECoO@CS @70 Frac grad @ cs
Bit record Bop
Bit No. K ” q‘ Depth out 3 > KO Test date 6 - 7“ %“f
Size -7 ‘é’ 7 ’? Deoth in o/ goo = ?O Press gZOO C i
Make Rp ed STC F1. made / 7 KO :Z. {. Sidetrack 0 ves H no ~
rdLa o
Tyoe HP 54 | F-47H lumomg 53 ¥ |xoruo
Senal No. DooR2G | £J |G |wos 4% M 44X M koo
No. & Size Jets KSIEe) R-10  Irem 70 70 PBTMD
1ADC cods O Y] Congition G- Y-t PETVD
BHA [Hours /] 4 ;, [Wl. in mud 5 5 M [Mm 0 Q, % ITorquo

T

bt 8BS, 6 DC I8S , 2-6" DCs,

IRS

[S-6" s

=38

’ ]Slr. wt Up /i,) & M F)own LZ? M Potanng

79 M

Time breakdown (¥ hours)

Oniling / 3% ; Reaming LT Cementing Rig Move/Mobilization
Tnpping 6 { Hole opening . Nippie up/down Wait on orders
Circ/cond Sarvice/repair rig ).7 Fishing Wait on weather
Short trig Weil togging 7 Lost crculation " |Other
Test BOP's Run casing Surveys )’ Total ,.*.1{
i Current TMD/TVD Current format H Current OP Hoie made 24 h .
?‘;er;at‘).:gk) o ??73 ( ent tormation Y\O(O (refp $°c holo ‘n Dd ole made 24 hours q‘?‘z
ddla from 2R7%0 4o 25%0 +(‘p Yor few BT TIH  peam
J, f * '{ -y ¢ . I
GO’ ts  btm . cont. A lo = 1)( Ky /O\*u‘ D.zmp pLasy,
[l P ; : / "
pdinp 3ot line _and Port IOOK.’n_CE tor nole /n ' DP.
wonl 1 © : -
Mw %. ‘Tl# SU(‘V.‘;\/ ;> R3O - -
{Contractor N . Rig number f Dniling foreman . S,
A XTSRRI e & P e



Sun—21195

8
\|

ﬂ‘w 2 N S 3 N gl S
PN !Daily:Drilling‘Report:

. = CSG & 5
Well name and number SCqu N D[‘au{ ng[e ral C,om . K p‘:/ r X 3%; /YCO [Dmé (- X?
Days since spud Smus T dy
?S 01 micators: SD, LOG, ST, F. PROB
AFE number O{_{/Qb [Danlycost ﬁ O ﬁi X’]b(_{ ﬁdud /q[ [Tomesy »13503
CSGPT Date
Poperties |~ Fl)_ w48l 7 = , ™ ™ ™00
CHL 2 0CO iTotal r%ononb IO/w ratio [ [% Gil [ﬁo [MBT vond I?/- Total Sig. \ 6
% LGS l% HGS ll/B_BL BEN [H/BBL DS [LCM IM. Cake
#/88L /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: Pore press SYS Vol bbis SYS eff S
E A “UJ :2 SX@$ SX@$ B1 gas Shakers screen size /
Ouna Sysen ' SX@$ SX@$ Conn gas D-Sander hes
no-~ N (:; SX@$ Sx@$ Trip gas D-Silter hrs
CCJLS‘?CS & SX@$ SX@3% Max gas Mud cleaner nrs
Inventory Shals density Screen size
Bante Lithology Centrituge #1 hrs
Water Centrifuge #2 hrs
Fuet
Hydrauiics »” 2 Surveys (Mag. corr. )
Pump (Make and Mage) | = W) CO W 00 E W CO Wy- 400 Meas depth Angle o1A
LS x SL x SPM Si x {S x SX D x /Ll(' x ".IO%OT / ).20
Siow rate (SPM/PST) 29 00 /
GPM 3— Press /SOO 8HHP
AV:OP ocC :)7 Q_o v
.|[eCo@cCs - @70 Frac grad @ cs
Bit record BOP
Bit No. ¢ Depth out Test dats -7T-%7
Size 7 JX‘ Depth in 5 s go Press QOO O';
Make STC Ft. made \?J S Sidetrack O Yes 3 no -
Type F-47H Hrs. drig, Y > KOTMD
Seral No. kd G2 wo8 e M KOTVD
No. & Size Jets 2~ RPM /e PETMD
IADC code e 3-% Condition PBTVD
o R -_—i)
BHA Hours /3 é :L ‘Wl. n mud 55 M iMm D g , } D [To.rqu.
Detass
Same
|Slr.'wt UD/O S M joown/.o 1 M ]Rmaung /O ).‘} M
) Time breakdown (% hours) '
Oniiing g { ‘é{ Reaming Cementing V Rig Move/Mobilization
Tripping 2 Hole opening Nipple up/down Wait on orders
Circ/cond Service/repair rig Fishing Wart on weather
Short trip Waell togging tost circt-nanon ) Other
Test BOP's Aun casing Surveys J_i Totat ﬁl d
t
saer;aél::k) [Currenl TMO/TVD 4/_,7/ 2'5 P) Furram tormation L m lCurram oPS D N, a [Holo made 24 hours 5 5 9\ 7
~ . T ~ e !
tound Aole in OP gt 3200° . T(H NG i &rlaﬁ Trom
373" 4o 4925wl no prob, Miu_%4%  Syfseys:
4o3o’ - ( %4° !
[Conteactor Aig number Orniling foreman
' o 2tson s 4 Aawkins
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i

“Daily'Drilling:Report:

Well name and number BCOC{;{ m Drd(, } e;L_’\ ql CO n,

R*II™ %" /%00’ ™ 6-(2-%]

Days since spud ? Status M) I
WA 0Or  lindicators: sD,  LOG, ST. F. PROB
AFE number O LH «i;s Wny cost [T e) Il (2'(0 3}5 ]Tdud /L‘!) [Tucnney ,l‘,?ﬁ( é
CSGPT Date
gr%%emes Type FUJ lwx, ?' ‘1" ‘v.s g-l% [PV PP Gels IAPIWL IWP IPH /O O
it
CHL / XOQ (To(al nardaes ‘O/W ratio [ES [?60 [% SO [VBT aaL {?ﬁ Total Sid. ] é
% LGS Iw. HGS P/BBL BEN lﬁeaL 0s ITCM [ﬁ Cake
#/BBL /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: Pore press SYS Vot bbls SYS et %
£T HUO{ gl el i 1‘3 SX@s 875 gas Shakers screen size /
l)/)q j\.becp [ Sx@s SX@$ Conn gas D-Sanger hrs
SlaAN (-J SX@$ SX@$ Trip gas D-Sitter hrs
CJL}\": < SX@$ SX@$ Max gas Mud cleaner nrs
Inventory Shale density Screen size
Barite Lithology Centrifuge #1 hrs
Water Centnifuge #2 hrs
Fuet
Hydraulics n w2 Surveys (Mag. corr. )
Pump (Make anaMode) | = LWICO W—=60O E W -E500 Meas deoth ., Angle oIR
LS x SL x SPM S x IS <« SR x { x 442397 {5
Slow rate (SPM/PST) 29 + 400 / 4577° PN
GPM GOS Press 7§OO BHHP 4 7 20 - o g_f
AV:DP [7(/0 oC gﬁo v
.JECD@CS @7T0D Frac grad @ cs
Bit record BOP
8it No. l‘fq Deoth out Test qats é - 7 - 8' ‘?
Size 7 = Depth in :)TS&O Press 200 o
Make STO Ft. made / ;. 5 6 Sidetrack 0 ves & no ~
Type F-47H Hrs. drig. S KOTMD
Senal No. kL) (163 wos 40 M KOTVD
No. & Size Jets 3-1Q RPM [e) PATMO
1ADC code Y% Conditian PBTVD
5 - R [ Pd
SHA Hours / 5 8 3{, [wx. in mud S 5 M [M n 1D 9' 9 s ITorQue
Details
Sa m ej St u D R
r.wt e own tatin
s s m Mao m
N Time breakdown (% hours)
Oniting Q. %{ Reaming Cementing Rig MovesMobilization
Tripping Hoie opening Nipple up/down Wait on orders
Circscond Sarvice/repair rg Fishing Wait on weather
Short trip Well logging Lost circuiation Other
Test 8OP's Run casing Surveys { 'E_ Total Pl L+
- -, rent formation rrent OP ! 7
(Ns“;;aég'gk) Current TMD/TVD 4/ Y‘bg Current formatiof L m F oPs Df\lq 'Hole made 24 hours qo ?
- “ ’ Vg ! ’
dolg Trom HEdS 4o 4§33 w/ Jil®, Mob or  Ythid fosses
o !
M X.4F . Sutvevst Y¥zal- [ '23777-22° ¢700-2%"
[ N T

[Cortractor

e terson

Fa.g rumoer o

[Drn ihng toreman

( /:‘J LR
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Sun—21195

CsG )
Well name and number SCO&QU\ DTJW rcalem ' Com -d:’ I ?% e / XOO) ‘D“é -/ 3‘?‘?
Days since spud Status ~N
/0 'K O1  lndicators S0, LOG. ST. F. PROB
e o T O T 567 e q e 3537
CSGPT Date v
f Gel
Mo | FW_ ["R.4[o¥["  |7 ™ ™™ 0.0
]
CHL ;OOO rom narm&u o r/W 810 F {ﬁ {* So IMBT weBL r" Total Sia. . G
% LGS Faes WBBL BEN [uaen. DS |LCM iM. Cike
- #/88L 132
Materials used iast 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: Pore press SYS Vol bbis SYS eft -
gl 6 SX@$ SX@$ B gas Shakers screen size /
é Z HUG(’ 2 SX@s SX@$ Conn gas D-Sander hrs
» weep : SxX@s SX@$ Trip gas D-Siiter hes
CGUS'H'C.: s SX@$ SX@$ Max gas Mud cleaner hrs
Inventory Shate density Screen size
Barite Lithology Centrifuge #1 hrs
Water Centrituge #2 s hre
Fusel
Hydraulics -~ " » Surveys (Mag. corr. )
Pump (Make and Model) | £ 1) Co W "6 o0 © Meas depth ) Angle ‘DIR
LS x SL x SPM 53’: x /5 x 5? x x 5/'8}"{’ ,‘Sjv
Stow rate (SPW/PST) 29 1 Y00 / 49477 q 9
GPM 4 Press /SOO BHHP q 87 5,06' 45{0 _
AV:OP ] 7 5 oC 9_7 7 Y L{;Lz
ECO@CS @70 Frac grad @ cs
.- . . Bit record BOP
Bit No. (1[“ Depth out Test date 6 - 7"ﬁ
Size 7 f Dapth in K S g0 Press 20 (@] O#
Make STQ Ft. made 6 Sidetrack 0O ves H no
Type F-47H Hrs. drig. 7% ::5 KOTMD
Seriat No. I ETAN woB 96 M KOTVD
No. & Size Jets 2-10 RPM [Ae) PETMD
IADC code o Condition PBTVD
BHA IHours / X.( % Iwz. in mud 55 M lTAm 10 ?' as lTorquo
tal
Details Sdnes
|Str.mUp/z 9~ M ]Down /Q-O M chmmg/gs H
Time breakdown (% hours)
Drilling 4% Reaming Cementing Rig Move/Mobilizstion
Teipping Hole opening Nipgple up/down Weit on orders
Cire/eond Service/repair rig Fishing Wait on weather
Shon trip Well 1ogging Lost circutation - - - - —-—~ - | Other
Test BOP's Run casing Surveys Totat- - 9~ Lf B
nt T 5
fiaer;a;l::k) [Cum t TMO/TVD 52 [ 7 ICurronl formntuon(_m % S ;\ lCunam OPS b r ( q o l Hole made 24 hours 8 ? L{
N ~
drl% ] rom ‘{?33 +° 59-}7I ’_'k// no PVOB,

lComucxor

Peterson

Rig number 4

anIlmg foreman ‘E@A S’[ _F? ofr d



Sun—21195

2

o ¥
SRS

. CcsG Date
. o i 1
Well name and number Seoca il BDRA) Coowlon o ©oo | 2% @ 1800 ¢-14-49
Days since soud qus N l
11 M A 01 Indicators: SD, LOG, ST. F, PROB
AFE number 04 \q 6~ lTJuny cost [T - {1 <z 2. [Mua QL9 [Turarey 26 0cd
CSGPT Qate
Mud [Typ. ‘T: J Vis IW [vp [Gaas lAPIWL [HTHP iPH
Properiies = <. z7 / /0.8
CHL Total haraness FM rato ES I% oil lﬁo lMBT I& Total Sid.
IYLO lo OO #/8BL , &
% LGS ]x HGS IWBBL BEN #/BBL DS lLCM ’M. Cake
#/8BL /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. wWater: Pore press SYS Vol bbis SYS eft %
28—~ & Sx@s Sx@s 8G gas Shakers screen size /
£ & 1 2 SX@$ Sx@$ Conn gas D-Sancer hrs
LA Tt ) Sx@s 3 SX@$ Trip gas D-Silter hrs
DyrsA—s % SX@$ SX@$ Max gas Mud cleaner hrs
Inventory Shale density Screen size
Barite Lithology Cantrifuge #1 hrs
Water Centrifuge #2 hry
Fuel
Hydraulics 1] 2 Surveys (Mag. corr. )
Pump (Make and Model) N o) W) -~ LoD 1= O )~ (_{oo Meas depth Angle DIR
LS x SL x SPM <Yy }JS x <% s x 1 x SZ23o < °
Slaw rate (SPM/PSI) s} ! doo / <zr Sl
GPM 7.5 4 Press ) BHHP 4A./7 s o < <
AV:DP s DC 21" Jv 4\13
.JECO@CS @Th Frac grad @ cs '
Bit record BOP
Bit No. Dspth out Test date L-1~499
Size v Depth in <20 Press zooo®
Make <TT. Ft. made 4 z4d Sidetrack O ves B3 ne ~.
Type = 49 B Hrs. drig. o g KOTMD - :
Senal No. A e wos do A KOTVOD
No. & Size Jets T-\o RPM Lo PBTMOD
1ADC code [ A | Condition PBTVD
Hours W1, in mug_ ,Mm 10 Lo lTorquo
BHA 204 Y2 ST A 27d
Oetaiis
SAME
Str. wt lljs Down IRotanny
HZ 1385 139 M
Time breakdown (% hours)
Orilling 22-7/4 Reaming Cementing Rig Move/Mobilization
Tripping Hole opening Nipple up/down Wait on orders
Circ/cond Service/repair rig Fishing Wait on weather
Short trip Well logping Lost circulation Other—~- - - -
Test 80F's Run casing Surveys 1 Totat 24
Narrative Current TMD/TVD Current formation Current OPS IHo‘a made 24 hours
(See back) XY L +eH DL Le 292
o .
penien Frow <217 - 3-5—:94 L7 1087 Rervzaids N DPRofLrrs.
bupyee L SZzo ~ <7 377 . 59 gdso- 0
¥ T
[Comrac(or [R:g Aumber !Dnlhng tareman
/
Pe i reond MTFTorD



>IN

Weli name and number SCDG(QH\ {L{J\U F@dlgf‘a] (,Om

R *I1** %% "e 300" I™¢-/5-%9

Days since spuc Statys
B A Cl I lindicators: SD, LOG, ST, F, PROB
‘AFE number O 4[?5 [Dasy cost [T o T 4o [Mua o7 [Turnkey oo
CSGPT Date
Mud rfypo |W Iv-s l?v |vp Icm [APIWL ‘HTHP PH
Properties FLl) 2.4 18 / 70.%
CHL roul nardness {ozw 1810 Iﬁ FO-I "TSD !MBT I% Totat Sid.
700 <)o #/BBL ,d
% LGS lss HGS [u/aau. BEN F/sat. oS iLCM |M. Cake
. #/BBL /32
Materials used last 24 hrs. Mud Log Data Sollds Control Equipment
BBLS. water: Pore press SYS Vol obis SYS eff %
pnge H J SX@$ SX@$ 815 gas Shakers screen size /
ChAusrie: ! SX@s$ SX@$ Conn gas D-Sanaer hrs
H SX@$ SX@$ Trip gas D-Silter hrs
SX@$ SX@$ Max gas Mud cisaner hrs
Inventory Shale density Screen size
Barite Lithology Centrituge #1 nrs
Water Centrituge #2 hrs
Fuet
Hydraulics »t ” Surveys (Mag. corr. )
Pump (Maxe and Model) _E U)CO U./ '6 OO ZWCO w- L{OO Meas depth Angle DIR
LS x SL x SPM 5S4 x 1S « 9 5 x /q x $99 dY%
Slow rate (SPM/PSI) 7.9 ! IS /
GPM 2.\4 Press weo BHHP
AV:0P e [s]e4 2111 v
ECO@CS @70 Frac grad @ cs
Bit record BoP
Bit No. qﬁ s Depth out <3 Z 4 Test date é -/ 3 X‘?
Size 71-% R Deptn in <5%0 ey Press 3000%
Make 1C 5T, Ft. made \qdd 200 Sidetrack O ves B no -
Type -47H 4 Hrs. drig. Toie) 2.3 KOTMD
Seris! No. k H UG | vz 2720 |woe Al v A KOTVD
No. & Size Jets 2-10 10-15-1) __|RPM [Ae) Lo PBTMD
1ADC code O3] ¢ 21 Condition T212 Y5 © - [paTVD
lHourl , Wt in mud [Min o, [ﬂvquo
BHA Z\n/d SR pad 2 %
Details " .: N o 1°
BT RS \-& De TR 2o Deos TERL Yo-4 D'y LorsenT womar 0SeS
v T T ‘IStr. wt Up |Down lRommg
W - IR 142w
Time breakdown (% hours)
Oritling }&, 24\ Reaming Cementing Rig Move/Mobilization
Tripping JAR) Hole opening Nipple up/down Wait on orders
Cire/cond Service/rapair rig Fishing Wait on weather
Short tnp Waeli logging Lost circulation Other
Test BOP's 3 Aun casing Surveys Tot T
arrative [Current TMO/TVD Current formation Current OPS IWIQ made 24 hours
See back) <L Ly o f el 220

PR OGS, E RO t:'s‘o-l- ?'S‘LJ —TT> Voo °IT =T ReDs
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Sun—21195

v 77/ NN

We!t name and number SCOCHM OPO\A) Fe,cle(‘al COM g ﬁ' FSGX%"@

(300’ 1™ 6-14-59

Days since spug

/3 [Iaus

O1 Indicators:  SD. LOG. ST, F, PROB
AFE number O q q 5 [Enuy cost T Q IT e ITAua 2z [Toomey 7
CSGPT Dste
Mud [ Type fwn. |v.s va IW IGeI: I'AvPIWL' ‘ HTHP I PH
Properties ﬁU <. 71 / 1 i 10
CHL Total haroness lO/W rato ‘ES l%l’ ITSO IMBT lﬁb Total Sid.
170> RLa) »/88L
% LGS l?s HGS ll/BBL BEN P/BBL Ds [LCM IM. Cake
) #/BBL /32
Materiais used last 24 hrs. Mud Log Data Solids Controt Equipment
BBLS. Water: - Pore press SYS Vol bbis SYS et -
Jaernr L L SX@s : SX@$ 873 gas Shakers screen size /
SX@$ : SX@$ Conn gas D-Sander nry
Sx@$ ---— 1 — - SX@$ Trip gas D-Siiter hry
SX@$ SX@$ Max gas Mug cteaner hry
Inventory Shale density Screen size
Barne - - hae b Cithology Centnifuge #1 hrs
Water Centnfuge #2 hes
Fuel
Hydraulics - - --p - B 7] Surveys {Mag. corr. )
Pump (Make and Mogel) | Z W/ C O - € 00 EwCQ W-400 Meas depth Angle DIR
LS x SL x SPM Sz x [ xn S x [4 S 347 il
Slow rate (SPMPST- | -~ 24 - Nl el (-7 i
GPM rG— Press IEraTe BHHP 257
AV.DP ,7 < oC 7,7 7 JV =, Svs—'
ECO@CS . @7TD . . Frac grad @ cs
Bit record BOP
Bit No. < Depth out Test date G -14-%9
- =
Size - P~ j - - Depth in 55 Qq' Press 30 QO S
' Make S IC, Ft. made S’A/O Sidetrack D Yes E‘ No i
Type [y 74 Hrs. drig. 2 32 KOTMD
Senal No. L7t A woB ST pA KOTVD
No. & Size Jets Jo-10-{l APM £ PETMO
1ADC cods 3 7 Condition PBTVD
Hours Wt. 1n mud Min ID Torque
b \
BHA 242 /4 <A O r T /<
Detais '
T DVAED 708 (=
Str. wt Up —’ Down [Rommg
Lo |d’~ " 1S ZNA
Time breakdown (% hours)
Dniing 1 Reaming Cemanting Rig Move/Mobilization
Tripping Hole opening Nippie up/down Wait on orders
Circ/cond Service/repaw rig Fishing Wait on weather
Short trip Well togging Lost circulation Other
Test BOP's Run casing Surveys \ Tow 294
Narrative Current TMD/TVD Current formation Current OPS Hole made 2‘ hours
{See back) G2 LA 4+ AR Lo
— AT e 7y e TR N = '_—\- .37 Udn DI M Be - . =PV
, R
1y
N2 ™ Ay LAY - 7 i

l—(:Enracxor P
2ie( >24

Rig numper C—f

{Dnmng toreman
en

SifFerd
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# [CSG Date
Well name and number SC,OQC{W\ D\ a\&} Fe,c!era] CO}'?\ . B , X’f @ [800 6 !7 8?
Days since spud ‘Sla!us g J
[4 '®a Ot lindicatorss _SD.  LOG, ST. F. PROB
AFE number I®) [_{ Iq 4 [Dauly cost i I®) [1 —eqg [Mua no [Turnkey 414G
CSGPT Date
Mud [Typg | Wt Vis [PV [vp F;ens | APIWL l HTHP | PH
Properties FL{} 2.4 21 / O
CHL l‘l’ola» nardness IOIW raug F rio ol FSD IMBT % Total Sig.
2o [ d) #/BBL o
% LGS l% HGS ’n/aat. BEN [IIBBL 0s ILCM |M. Cake
¥/8BL /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: s, .. #r= Pore press SYS Vol bbls SYS eff %
ppgec T Sx@s SX@$ B3 gas Shakers screen size /
CAwsire: 2 SX@$ SX@$ Conn gas O-Sander hrs
: SX@$ SX@$ Trp gas D-Silter hrs
H SX@$ SX@$ Max gas Mud cleaner hrs
lnventory Shale density Screen size
Bante Lithology Centrifuge #1 -~ hes
Water Centrifuge #2 hrs
Fuel
Hydraulics " ” Surveys (Mag. corr. )
Pump {Make and Model) EWCO W ‘é Q0 EuwecO w-4Q0 Meas depth Angle OIR
LS x SL x SPM Sf x [S x B 5 x /4 x A S 3 W
Siow rate (SPM/PSI) 22 /! doo /
GPM 2o Press 1 SDO BHHP z
AVOP /5 — oC P W s
_|eco@cCs @710 Frac grac @ cs
Bit record BOP
8it No. S Depth out Test cate G ‘/ I—J" S‘?
Size 1 —§ Depth in 55?4 Prass SOO Q E
Maks STC, Ft. made 122 % Sidetrack D Yes B Na
Type F-d47H Hrs. arig. oy Yef KOTMD
Serial No. {2z 33‘-76 wos SD-T g ~|KOoTvVD
No. & Size Jets lo-1c-{l RPM L2 PBTMD
1A0C coge 6 3 7 Conaition PBTVD
Hours > [Wt. in mud lﬂin 10 L Forquo
BHA Zes 7 SB o> z 7
Dataiis . 7
< AN 105.5H
Str. wt Up ]Dawn Rotating
17O L 1% VO v
Time breakdown (% hours)
Dnlling 2z Yy Resaming Cemanting Rig Move/Mobilization
Tripping Hole opening Nippie up/down Wait on orders
Circ/cond Service/repair rig Fishing - |Wait on weather
Short tnp Waell logging Lost circulation Other
Test BOP’'s Run casing Survays iy Towt 24
arrative Current TMD/TVD Current formation Currant OPS Fﬂom made 24 hours
f‘ See back) - d™ 2N 4 e T L 4=
eyt Ly T v e 4—»?4-‘\ — 22 7 ND oimt o anmtl Ao YO o SR
T
- o
v P LD ) TN {~ a4 - 2‘/‘-\
{Contractor y [Rig number . Dnlling foreman N
‘ [etacson < Sifrord
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i

\fi
i

. S ' IDalo
Well name and number <« . a1 ) DRI DD ea caata BT r 2% @ 22 lo = 18 =2
Days since spud Status ‘
I A 1 Indicators: SD, LOG, ST, F, PROB
M
AFE number ~dac [oaiy cost [T o {1 2703 {Mua 397 [Formeey dsze.
CSGPT Date
Mud Type | wt. Vis IW PP IEets l APIWL lmHP IPH
Properties ) %4 . zZ8 / WS
CHL Total hargness FM ratio ES I'St Qil |‘h ) [MBT I% Totai Sid.
\¥co dde #/BBL G
% LGS I% HGS IWB_BL BEN #/88L DS [ LCM IM. Cake
#/8BL /32
) Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: Pore press SYS Vol bbls SYS etf %
agere L. SX@s SX@$ B8G gas Shakers screen size /
t‘{ Mreals ) SX@S$ SX@$ Conn gas D-Sander hre
Cpoaar (70 1 SX@$ SX@$ Trip gas D-Silter nrs
[ L SX@$ SX@$ Max gas Mud cleaner hes
Inventory Shale density Screen size
Bante Lithology Centrifuge #1 hes
Waoter Centrifuge #2 hrs
Fuat
Hydraulics oon 2 Surveys (Mag. corr. )
Pump {Make and Model) | =L )0 ) (D0 Eunled (,‘)4'0[’ Meas depth Angle DIR
LS x SL x SPM Y x ;& x <H e x 1d  x 729 2/
Slow rate (SPM/PST) zs T ) ! ’
GPM 700~ Press oo BHHP
AVOP . _ — oc - = W
.|eco@cCs @70 Frac grad @ cs
Bit record BOP
81t No. _ <= Depth out Test date L-1d-¢9
Isize 7 Depth in 5324 Press 2000
Mzake 477 Ft. made 18 /¢ Sidetrack O ves No
Type 7 H Hrs. arig. 32 % KOTMD
Senat No. ] 2 22Tl woB SOt KOTVD
No. & Size Jets Jo=/n=i1 RPM L0 PBTMD
1ADC coce L7 Condition PBTVD
Hours Wt. in mud Min ID 0 lTorquo
BHA 292, 58 ¥
Detasis
< Btz
Str. wt Up 'lDuvm Rotating
180 A ) ST~ et
Time breakdown (Y hours) 7
Oritling 71 % Reaming Cementing Rig MovesMobrlization
Tripping Hole opening Nippie up/down Wait on orders
Circ/cond Sarvice/reparir rig Fishing Wait on weather
Short tnp Well logging Lost circulstion Other
T
Test BOP's Run casing Surveys /e Total Z 4
Narrative Current TMO/TVD Current formation Currant OPS [Holc made 24 hours
(See back) =740 A <5l A4S
D Froae LA L SzdD S ND Ale s D SRRy | 2 VT
T2 - 2V s, e
]fomrac!or _ [Rig number Drilhing foreman
AT IR : ) LTl D
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hf“ 3

. CsSG Date
Well name and number  Scnpesn) PR Awd TS artApA'R T\ [ L7« @ 120D &-15 -89
Days since spud Status [
/ (= I & A 01 Indicators: SD, LOG, ST. F. PROB
AFE number oA\Q s [Daily cost [T ) f1 297 [Mua 391 [ Turnxey e
CSGPT Dats
Mud ITyp. Iwc. Vis Iw FP Gals |TPxWL Irmw PH
Properties J =% 2.4 | 29 / N
CHL ITow hardness IO/W ratio IES |T$ Oil Pﬁ SD [ﬁf Pﬁ Total Sig.
1900 deoo #/8BL ) la
% LGS % HGS #/8BL BEN #/88L DS LCM M. Cake
‘ ‘ r r #/BBL { /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS. Water: Pore press SYS Vot bbis SYS eft ™S
Sa9r~ 1 S SX@$ H SX@$ 8G gas Shakers screen size /
I - | SX@$ : SX@s Conn gas D-Sander
Aresire: 1 Sx@s : Sx@$ Trip gas O-Silter hrs
B. Sieeps | SX@$ : sx@s Max gas Mud cleaner hrs
lnventory Shale density Screen size
Barite Lithotogy Centrifuge #1 hrs
Water . Ceontrituge #2 hrs
Fuel
Hydraulics n ” Surveys (Mag. corr. )
Pump (Make and Modal) |- PP, Meas depth Angle DIR
LS x SL x SPM s% x s x s¢ x x 430 o ¥y
Slow rate (SPM/PST) 2% ! deo - / -
N (L= Press o BHHP
AV:DP 1775 [s]+] Z77 v
T|ECD@CS @70 Frac grad @ cs .
‘ Bit record BOP .
Bit No. < b Depth out IS5 30 Test date S =) '-] ~ &%
Size 7 Ve L ‘/2 Depth in <5 le 7530 Press Joo o
Make STC Wy Ft. made 200506 290 - |Sidetrack - - O ves O e
Type FdIH Avsddce Hrs. drg. 9ol 5% KOTMD
Senal No. L2 277 leaszuy wos sO-5% 44 KOTVD
No. & Size Jets Jo1o-) to=it-1} RPM le > EX S PBTMD
1ADC code 27 &2 Condition T8BE /O PBTVD
|'Houn \ Wt in mud rMin ) U, ¥ lTorquo
BHA 204 /4 $h o> /4
Detaiis [
" ] —
arT RS 1\-¢" e  TRS z2-L'0e's £BS zo-&” Oefs e rook.,(—[os.m )
— T T M T ' " | Str. wt Up loown _ |Roming
Y tes” M 175 M
Time breakdown (% hours)
Oriiling 177 Reaming 1Yz Camenting . Rig Move/Mobilization
Tripping 5 j’z Hole opening Nipple up/down Wait on orders
Circ/cond Service/rapair rig Fishing Wait on weather
Short trip - {Well logging Lost circulation 3 Other
Test 80P's Run casing Surveys Totsl Zl/
arrative Current TMD/TVD Current tormation Current OPS Polo made 24 hours
See back) ol LMY SO foy AR LO

prrien cema 1240 - 1530, YRIP Fov BYT  2:4mum ¢o! T 8™ Vo

t‘rﬂh_\_,‘ DULLEO 15 30 - ']334 . o8t 1o Vs q?_.r""'(.-ga_'-"al WY ¢ ?&k P\rg\

=20 "Sx"'b\‘\k G PereAVIvy, 18078 PevYiwitds 0T T2 ln
} N 14

Y

TUeW. T=gaie 200 (] \no - Q(‘T\A RS e ame paoB LA L

Ir
GO T i L T2 - 474 Dy
[Conlrac!or [Rng numbay Oniling toreman
Doz ao A < reroed
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\ CsSG a Oate
. _ Tttt I £
Well name and number <, e o e TRBAU) Tl rospan, B \ ¢ @ /Yo -7 -89
Days since spud Status N r
/3 . 4 a a1 Indicators:  SD, LOG, ST, F. PROB
AFE number i) [Daity cost {7 ~ fr v o5d [Mue T2 [Turnxey 4= 4
CSGPT Date
Mud ‘Tyoe k. coLT we. vis [Pv lvp [Gma ‘APIWL lHrHP PH
Properties Lo ND %, 5 EX z 3 o EZA /1
THL l?otal nardness la/w ratig IES l* Ol I% SD |M8T I% Total Sig.
1700 20 #/88L 1.9
% LGS [& HGS #/8BL BEN FeaL 05 2 o g lu.cu lM. Cake
e s .0 728 / YSD pom K. TR~  wyesL / /32
Materials used last 24 hrs. Mud Log Data Solids Control Equipment
BBLS.Water:.. 42501 - - - — ~ |Pore press SYS vol bbls SYS et L
E7 Al l 4 Sx@$ o w :.\ SX@$ BG gas s Shakers screen size LO ! LD
[ : S SX@$ .. . SX@s_ Conn gas 20 D-Sander hrs
P ete Tt 2\ Sx@$ SX@$ Trip gas D-Silter hrs
¥ rpg% St SX@$ . Sx@s Max gas Mud cleaner hrs
inventory Shale censity Screen size
Barnte e e~ e " ui_ . |Litnology Centnifuge 1 hrs
Watar Centntuge #2 hrs
Fuel — e — e e
Hydraulics ] #2 Surveys (Mag. corr. )
Pump (Make and Model) | Ssrf 2> 2t e N £lyrs o todeo Meas depth Angle OIR
LS x SLx SPM </l ox g x EP < xd * 52 oz 4 3/’/
Slow rate (SPM/PSE).___| 2 ! doo ! : '
. GPM 160 Preass e BHHP s
Av0P .
VP s7m —e P 294 Y 20
ECO@CS @70 Frac grao @ cs
. __Bitrecod 80P
Bit No. ) [ Depth out Test aate A ’/fj - 79
Size - e AV 4 R S Depth in 7520 Press -— Zeoo
Make ) Hrz. Ft. made &4 a[O Sidetrack D Yes B No
Type At e . ..|Hrs. drig. 27 KOTMD
Senal No. £S5 147 wOoB HZ A KOTVD
No. & Size Jets 10 =4l 1. APM ST, PBTMD ’
1ADC code (77 Condition PBTVD
Hours e . WL in mud . Min 1D ! Torque
BHA 278 VT 5% 1 l 2%} I
Oetails
< A (2ecet)
—[Strv wt Up |00wn IRommg
205 M 175 M 1€9 ™
Time breakdown (% hours)
Dniling 23Y72 Reaming Cementing - Rig Move/Mobrlizatinn
Tripping Hole opening - - Nipple up/down Wait on orders
Circ/cond _ Service/repar ng Fishing Wait on weather
Shon tnp Waell logging Lost circulation Other
Test BOP's Run casing Surveys 1/7; Tota rd 4
arrative Current TMQ/TVD Current formation R [Culrem OPS lHoIa made 24 hours
See back) - @d O LM 8D TS0 i L0
3. a . \ *
DI v Tonma gan = <2du o MIAG e @ 2000 Lo 2o f2aUs @
T
' R ] y - .
EL>2D ¥ D r2u L @ 9200 AL e -, Cte, med O 2o Che
oAt PR ' '
Suivetr | 2020 - 47 Ao weieias  Pe 15 EPW
' ' T . - -
IConlracror Rig number [Dnllmg foraeman
N R : L ITCAPL
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_SCOGGIN DRAW FEDERAL COMM ‘B* #1 11~ I%")l—{
06/25/89
TMD: 9790 TVD: PBTMD: PBTVD:

9790/LM, SH & COAL/ WASH TO BTM/130/ DRILLED FROM 9660 TO 9790' W/NO PROBLEMS
& SLIGHT SEEPAGE/ TRIP FOR NEW BIT, BIT #7 GRADED OUT T8 B4 & IN GAUGE AFTER
27 HRS/ NOW WASHING TO BTM/ SURVEY: 9790', 2-1/4 DEG/ BG 25 UTS, CG25 UTS/
MW 8.8 PPG/

06/26/89 ‘

TMD: 10050 TVD: PBTMD: PBTVD:

10050/SH & LM/CIRC & COND/260/ FIN WASHING 130' TO BTM, NO FILL/ DRILLED
FROM 9790 TO 10050*'/ TD @ 4:00 AM 6/26/89/ NOW CIRC'G FOR LOGS/ DRLG BREAK:
9954-9970*, 5-1/2 MPF TO 2 MPF, BACK TO 6 MPF/ LOST APPROX 250 BBLS MUp_@

_9970'/ BGG INCRSD FROM 20 UTS TO 100 UTS, BACK TO 20 UTS/ MW 8.8 PPG/
06/27/89 —
TMD: 10050 TVD: PBTMD: PBTVD:

10050/SH & LM/CIRC FOR DST/0/ CIRC FOR LOGS, MADE 10 STD SHORT TRIP, HAD
85,000# DRAG.ON 2ND STD OFF BTM, 5' FILL/ CIRC BTMS UP, SLMOOH NO CORR/
SCHLUM RAN DIL-SFL-GR FROM 10038-5000', RAN CNL-FDT-GR-CAL FROM 10036 TO
SURF/ TIH W/RERUN BIT #&, WASH 30*' TO BTM, HAD 16* FILL/ NOW CIRC FOR DST
#1, NO INC IN GAS UTS ON BTMS UP/ MW 8.8 PPG/

06/28/89 :
TMD: 10050 TVD: ' PBTMD: PBTVD:

10050/SH & LM/TIH W/BIT/0/ CIRC & COND HOLE FOR DST/ POH, HAD 85 ,000# DRAG
OFF BTM/ PU TEST TOOLS, TIH FOR DST, TOOLS TAKING WT @ 9505' SET DOWN 50,000
PULL TOOLS FREE N/G0,000# ABOVE STRING WT, UNABLE TO WORK TOOLS DEEPER/ POH -
W/DST TOOLS, NOW TIH W/BIT/ MW 8.7 PPG/ LOST 180 BBLS DRLG MUD WHILE TIH W/
TEST_JOOLS/.

06/29/89

TMD: 10050 TVD: PBTMD: PBTVD:

10050/SH & LM/PU DST TOOLS/0/ TIH W/BIT TO 1800', BUILD VOLUME/ FIH, TAG @
9767', WASH & REAM 283' TO BTM, CIRC & COND HOLE, RECOVERED LARGE AMTS OF
SHALE & LCM, CIRC CLN, MADE 10 STD SHORT TRIP, HAD 65,000# DRAG ON 1ST 2 TO
3 STDS/ TIH, HAD 5' FILL CIRC & COND HOLE, RAISE VIS TO 56/ TOH TO PU DST
TOOLS/ NOW PU TOOLS/ MW 8 8 PPG/

06/30/89

TMD: 10050 TVD: PBTMD: a PBTVD:

10050/LM & SH/POH/0/ FIN PU DST TOOLS/. TIH, ADD 1000' WTR CUSHION, HAD 16°
FILL/ SET PKRS & OPEN TOOLS, LOST PKR SEAT IMMED/ RECYCLED TOOLS AND RESET
PKRS, LOST PKR SEAT/ TOH, LD DST TOOLS, TIH W/0E DP, TAG @ 10030', 20' FILL/
CIRC BTMS UP/ RU WESTERN & X & SPOT 120 SX CLASS H + .5% CF-14 + 5#/SK GIL-
SONITE FROM 10030 UP/ LD.% JTS DP/ NOW POH W/DP STANDING BACK/ PREP TO TIH
W/BIT AND DRESS OFF CMT PLUG/ MW 8.8 PPG/



— - "
PAGE 5
SCOGGIN DRAW FEDERAL COMM 'g* g1

07/01/8%

MD: 10050 TVD: PBTMD: PBTVD:

10,050/LM & SH/PU DST TOOLS/0/FIN POH W/OE DP, TIH W/BIT, TAG TOP OF CMT
AT 9760°', ', SET 50,000# ON CMT PLUG HELD OK,

CIRC & COND MUD, BUILD VOLUME, MADE 10 STD SHORT TRIP, WAIT 1 HR LOWER TO
BTM W/NO DRAG OR FILL, POH W BIT, NOW PU DST TOOLS, MW 8.8 PPG -

07/02/89
THD: 10050  TVD: PBTMD: PBTVD:

10,050/LM & SH/TIH/O/FIN PU DST TOOLS, TIH TO 1000', ADD 1000' OF WTR
CUSHION, FIN TIH FOR DST, SET PKRS/DST # 9780, MORROW, HALLIBURTON,
1000' WTR CUISHION, BHC 3/4", SC 1/4", I% H%§Q¥?:-3%;MIN ISI, 60 MIN FF,
180 MIN FSI, IF: OPEN W/WEAK BLOW INCREASING TO 1-1/2 0Z. IN 10 MIN, ISI:
BLOW DIED IN 30 MIN, FF: OPEN W/WEAK BLOW INCREASING TO 3 PSI IN 30 MIN,
AND STAYED AT 3 PS1 FOR REMAINING 30 MIN, FSI: PRESS WENT FROM 3 PSI T0 0
PSI IN 1 HR AND STAYED DEAD THE REMAINING 2 HRS, 2%_§A§_ID.SHRF., JARRED
ON PKRS TO 100,000# OVER WT. FOR 30 MIN, AND JARRED PKRS FREE, PKRS
DRAGGING MOST OF THE WAY OUT OF THE HOLE, POH, HAD NO ADDITIONAL RECOVERY,

JUST 1000' OF WIR CUSHION IN DP, LD DST TOOLS, SAME%ERJﬂﬂﬁﬁLJZHQ_BSL.
W&.ﬂ_ﬁﬁ.ﬂm BHT 148 DEG F, IHP 4506 PSI,
IF 563 T0 563 PSI 3 PSI 10 563 PSI, FSI 1985 BSI, FHP
4506 PS1, TIH W/ BIT, BHA & 1 STD DP T0 700°, EEEE:E%%iIMQ, CIRC & LOAD HOLE
W/MUD, APPARENTLY WHILE POH NéDST T0OLS SWABBED IN SONE GAS AND WHEN TIH

W/BIT HOLE TOOK SOME FLUID, UT MUD, TIH W/BIT
NOW_AT 8000', LOST APPROX 200 BBLS MuD WHILE TIH M4 8.8 PPG .

07/03/89

TMD: 10050 TVD: PBTMD: PBTVD:

10,050/LM & SH/CIRC & WOC/O/FIN TIH W/BIT, WASH 50' TO BTM W/NO FILL, CIRC
AND COND HOLD AND W00, RECEIVED ORDERS TO P&A, TOH LDDCS, TIH W/OE DP TO
9550*', CIRC BTMS UP, WESTERN MIX & SPOT 125 SX CLASS 'H' CMT FROM

9550' TO 9300', PU TO 9000', CIRC & WOC, WILL TAG CMT PLUG AFTER 4 HRS
WOC, AS PER BLM SPEC. MW 8.8 PPG

07/04/89
**% FINAL REPORT ***
TMD: 10050.  TVD: PBTMD: PBTVD:

10050/LM & SH/RLSE RIG/0/ CIRC & WOC 4 HRS, LWR DP & TAG CMT PLUG @ 9333'/
POH, LDDP TO 8816'/ WESTERN MIX & SPOT 50 SX CLASS H CMT PLUG FROM 8816 TO
8662'/ POH, LDDP TO 6934'/ WESTERN SPOT 100 SX CLASS H CMT PLUG FROM 6934
TO 6585'/ POH LDDP TO 1850'/ WESTERN MIX & SPOT 130 SX CLASS C CMT PLUG
FROM 1850 TO 1367° / PU TO 1000*, CIRC & WOC 4 HRS, LWR DP, TAG CMT PLUG @
1519'/ POH, WESTERN SPOT 25 SX CLASS C CMT PLUG @ SURFACE/ ND BOP/ CUT OFF
WH & 8-5/8" CSG/ WELD ON STEEL PLATE & DRY HOLE MARKER, JET PITS/ RLSE RIG
12:0Q§§IDNIGHT 7/04/89/ WELL P&A/ MW.8.8 PPG/
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SCOGGIN DRAW FEDERAL COMM ‘'B*' #1

07701/B9
MD: 10050 TVD: PBTMD: PBTVD:
10,050/LM & SH/PU DST TOOLS/O/FIN POH W/OE DP, TIH W/BIT, TAG TOP OF CMT

AT 9760', DRESSLOEE LML PLUG JQ.QZ80', SET 50,000# ON CMT PLUG HELD OK,
CIRC & COND MUD, BUILD VOLUME, MADE 10 STD SHORT TRIP, WAIT 1 HR LOWER TO
BTM W/NO DRAG OR FILL, POH W BIT, NOW PU DST TOOLS, MW 8.8 PPG

PAGE $

07/02/89 .

TMD: 10050 TVD: PBTMD: PBTVD:

10,050/LM & SH/TIH/O/FIN PU DST TOOLS, TIH TO 1000', ADD 1000' OF WTR
CUSHION, FIN TIH FOR DST, SET PKRS/DST #é, 2§Q¥—9789, MORROW, HALLIBURTON,
1000"' WTR CUISHION, BHC 3/4", SC 1/4", 10 MIN 1F, 30 MIN ISI, 60 MIN FF,
180 MIN FSI, IF: OPEN W/WEAK BLOW INCREASING TO 1-1/2 0Z. IN 10 MIN, ISI:
BLOW DIED IN 30 MIN, FF: OPEN W/WEAK BLOW INCREASING TO 3 PSI IN 30 MIN,
AND STAYED AT 3 PSI FOR REMAINING 30 MIN, FSI: PRESS WENT FROM 3 PSI TO O
PSI IN 1 HR AND STAYED DEAD THE REMAINING 2 HRS, gg_gg;_ln.sunf., JARRED
ON PKRS TO 100,000# OVER WT. FOR 30 MIN, AND JARRED PKRS FREE, PKRS
DRAGGING MOST OF 'THE WAY OUT OF THE HOLE, POH, HAD NO ADDITIONAL RECOVERY,

JUST 1000* OF WTR CUSHION IN DP, LD DST TOOLS, SAME%EB.EBESS.IZQQ_ESI-
RECLIR CCMID O CC IR 0 CC OIL )2 6 CEGAS, BHT 148 DEG F, IHP 4506 PSI,
IF 563 TO 563 PSI 3 PSI TQ 563 PS], FSI 1985 PSI, FHP
4506 PSI, TIH W/ BIT, BHA & 1 STD ﬁﬁﬁ%6'7667, EEEE:%%%E]xﬁ, CIRC & LOAD HOLE
W/MUD, APPARENTLY WHILE POH N§DST TOOLS SWABBED IN SOME GAS AND WHEN TIH

W/BIT HOLE TOOK SOME FLUID, UT MUD, TIH W/BIT
NOW_AT 8000', LOST APPROX 200 BBLS MuD NHILE TIH MW 8.8 PPG

igmn]

07/03/89

TMD: 10050 TVD: PBTMD: PBTVD:

10,050/LM & SH/CIRC & WOC/O/FIN TIH W/BIT, WASH 50' TO BTM W/NO FILL, CIRC
AND COND HOLD AND WOO, RECEIVED ORDERS TO P&A, TOH LDDCS, TIH W/OE DP TO
9550', CIRC BTMS UP, WESTERN MIX & SPOT 125 SX CLASS ‘'H' CMT FROM

9550' TO 9300°', PU TO 9000', CIRC & WOC, WILL TAG CMT PLUG AFTER 4 HRS
WOC, AS PER BLM SPEC. MW 8.8 PPG

07/04/89
**% FINAL REPORT ***
TMD: 10050 . TVD: PBTMD: PBTVD:

10050/LM & SH/RLSE RIG/0/ CIRC & WOC 4 HRS, LWR DP & TAG CMT PLUG @ 9333'/
POH, LDDP TO 8816'/ WESTERN MIX & SPOT 50 SX CLASS H CMT PLUG FROM 8816 TO
8662'/ POH, LDDP TO 6934/ WESTERN SPOT 100 SX CLASS H CMT PLUG FROM 6934
TO 6585'/ POH, LDDP TO 1850'/ WESTERN MIX & SPOT 130 SX CLASS C CMT PLUG

FROM 1850 TO 1367'/ PU TO 1000', CIRC & WOC 4 HRS, LWR DP, TAG CMT PLUG @
1519/ POH, WESTERN SPOT 25 SX CLASS C CMT PLUG @ SURFACE/ ND BOP/ CUT OFF
WH & 8-5/8" CSG/ WELD ON STEEL PLATE & DRY HOLE MARKER, JET PITS/ RLSE RIG
12:00j§IDNIGHT 7/04/89/ WELL P&A/ MW.8.8 PPG/ T
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TRIGG, TAssi: anor, f'cn zad in consideration of the sum of 'TEN" DOL?
" LARS, cash in hand pa2id, the receipt and suffisiency of which is
hereby ac“now;edved do heraxy transfer, sell, convey and assign
_unto SINCLAIR OIL CORPORATION,. Assignee, an undivided 50% in-

terest in and to the exclusive right and privilege of operating,

testing and developing che premises for oil, gas, casinghead gas
and other hydrocarbon minerals and in and to 2all the rights and
privileges graznted Lo Lessee under the terms thereof, and in the
event of discovery and production of such minerals, the ownership
of production therefrom, covered by the following cdescribed oil
and gas lease:

Serial Nurber: LC 060122
Dated: April 1, 1948
Lessor: United 3tates of America

Lesaee: . John Tedrowe Bonner

Land Csverzd: (Among o:her lands not included
her eln) the minerals at the depth
and strata in land loczted 1n
Eddy County, Naw Mexico, ana
described ze:

Townsniz 12 South, Range 27 East, N.M.

N/2 of Section 27

containing 320 acres, more or less, down to and
inzluding the deptih of 10,035 feet from the suriace.

Overridinz Royaltiy: £.25%

togzether with 3 like Interest ip all gersonal property thereon
or pertinsnt tnereto or used or oktained in connection therewlith
and subject, howaver, to 2 like proportionate part of the basic
royality and sublect to a like prouwcrticnzte part of the above
mentionad overriding royalcy.

The above descrited oll and gas lease is subject to the Op-~
erating Agreement covering the akove Jdescribed land, by and betwesn
John H. Trigg and wifz, Paulin: V. Trigg and Sinclair Cil Corporation.

Assignor chall prompily furnian ts Assignee copies of 21l
notices or other communicatlons received from the Department of
the Interior or any represerta<ive or oriicial thereof rertaining
to said o1l and gas lease and shazll ucon request of Assi neec maxke
arplication for any extensicn or renewal of said oil and zas lease
TS the lande covere2d Ty this agreement where such renssal or ex-
£ ton is allowed opr penmaitted by law or rezulzation, and upon
recuest of Ascilznes, make anplication for any drilling, rental,
royalty or other relief with resnect to the lands covered by thiz
&ssignment which to Aszigpnee may be deemed proper and Assignee
shall pnay or reimburse As3igror [Or Assizneet's proporvionate part
of all expenszes in connection tberewith, insofar as the same cover
and arfect tne lands covered by this assiznment. Assignor herekby

2
2
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orm every act nd ‘thing, not Wi xpressl
herein, necassary ‘or required “to”be: .done- or- performe
in’connection with* said "oil and gas’ 1ease insofar-a
and’ arfec:° the lands covered by this asaignment.

_\;~fﬁ'“- In the event that Assignor shall desire to surrender or! re-
- linquish .said lease -insofar‘as. it covers those depths ‘and strata.
and anhy mineral or minerals in the lands first above described. and
*. retained by Assignor, or any rart thereof, Assignor shall: execute
rand-deliver to Assignee z proper assisnment of 'said 01l and gas -
lease insofar as 1t covers the aforementicned premises, or such
portion therecf as Assiznor may desire to surrender or relinguish.
- Assignee agrees to accept such assignment, and immediately file
L the same for approval along with necessary proof of its qualifica-~
 tions t5 hold a Federal lease in accordance with the regulations
of the Department of the Infterior, and to furpish Assignor with a
copy of the qualification papers so filed. After appreval ¢f said
assigument by the Department of the Interior, Assignor shall Ye re-
lieved of their duty to pay rentals and/or minimum royalties as here-
inafter provided, which are apporticnavle to the land covered by
such assignment; and therearlter the premiscs so assiganed to Assignee
shall be free ard clear of the terms of this assignment.

Assignor shall pay 21l rentals and/or minimum royaltles which
may beccme due and payable under the terms of said oil a2nd gas _
lease hereinzbove described with respect to the land covered here-
by, and Assignae, in proportion to its ownership, shall reimburse
Assigner for cne-nalf of all such rentals and/or minimum royalities
pald; provided, howsver, that Assignor snzll not be liable for in-
advertent ailure to pay such rentals and/or minimum royalties.

All of the partiles hereto shall be entitled to any benefits
or c¢redits or minimum royalty payments, as provided for in=id
lease, ¢n account of the produecion of oll, zas, casinghead gas
and other hydrocarbon minerals uson any 2art of the land described
in sald lease whether the 2ame be or sceount of the production of
sald productis from the land retained by ALssignor and excepted from
the operation of this assignment or upon the land, or any part there-
of, covered by this assignment.

EXECUTED as of March 7 : ., 196 7.

RSy

on H. Trigg

Trig.

auline V.

ASSIGNCR

I it e g s

Erfective March 5, 1959, Sinclair Oil Cormcration, a New Yor
ccrperation, wes nargedl ipto Atlentic Richfield Canpany, 2 Pennsyl-
venia corporation, ond 2li interests of the rarged company in the
wi:hin nasrlsnment and any aniz2cedent azreemznts Tty opzraticn of law

sted 4in, and all obligatiens impcsed on the merged rompany by tne
“1tnxn sseilznment znd any 2ntecedsnt agraerenis vere assumed oy
Atlantic Ricnrizid Compeny. Tror this reason the bluhin a signmene
is beiny pxecuted by Alluntic Rienfield Company, this LU day of
/Q NN , 1¢6%

ATLAR?DIC FICH®IELD CONMPANY

- 6&27/

ttorney-~-in-Facel

-
X
C




156871735 P.B6
JUN-11-1992 ©3:53 FROM CURRIER ABSTRACT T3 13

R

STATE OF &y MEXTICO
COUNTY OF CHAVEs

The foregoing Instrument

Was acknowledged before me thic
.7th Jday of March s 1963, by JCHN H. TRIGG and
Wife, PAULINE V. TRIGG.

%ﬂ,‘. fod ) \--27</j/2,¢74_/‘
Notary Public

THE STATE OF ‘fEXAS %
COUNTY OF MIDLA:D )

)3 ? The foregoins instrument was ¢cknowledged before ne this
W, ' day of

”*#é¢nﬂf
SRV IVE 1969, by C. S. TINKL Rq oo
autorney in-fac b81¢&7 SITATLANT 1” ﬁrCHFTELD COMPANY, WY
Pennsylvania ccrpcrat10~

v

/C{fIJ // L/('H;M

Notery Publile
My conm1551on expires . :
June 1, 1959,

:Lu P AN AoX f rti¥ . f

[ D \V oX \\J CO.}H’Y -] Edd? s Ihercbv certity lhql Ihis ,'Ii s
!lbr\ff@fodOnlh"/’ d“yo‘é i9 ﬁqr 1 ieo O:C( LM d
K. an
¢U', secrdad in boek éé p..ge ‘ 2 of e Res N H

-fﬂ—(/ .
Mitdieg Peanch, Ccvnry Clerk

“&4«&-—.4 %ﬂ —Depury

‘uManp wes
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CHARLES E. NEARBURG, d/b/av/%ktéeﬁ4f THE' DISTRICT COURT
NEARBURG EXPLORATION COMPANY, § ' T

PLAINTIFF,
vsS.

JOHN H. TRIGG AND PAULINE V.
TRIGG, AS TRUSTEES OF THE
TRIGG FAMILY TRUST, YATES
PETROLEUM CORPORATION,
YATES DRILLING COMPANY,

ABO PETROLEUM CORPORATION,
MYCO INDUSTRIES, INC.,

vH.M. BETTIS, INC., “TURNCO
INC., L.E. OPPERMAN, BETTIS
BROTHERS, INC., M. CRAIG
CLARK AND DAVID CROMWELL,

OF MIDLAND COUNTY, TEXAS

DDA ANDNANNND NN DD NN

DEFENDANTS.

Lt
!;2 JUDICIAL DISTRICT

ORIGINAL PETITION OF CHARLES E. NEARBURG d/b/a
NEARBURG EXPLORATION COMPANY

TO THE HONORABLE JUDGE OF SAID COURT:

Charles E. Nearburg d/b/a Nearburg Exploration Company
("Nearburg") files this his Original Petition against John H. Trigg
and Pauline V. Trigg, as Trustees of the Trigg Family Trust, Yates
Petroleum Corporation, Yates Drilling Company, ABO Petroleum
Corporation, MYCO Industries, Inc., H.M. Bettis, Inc., Turnco Inc.,
L.E. oOpperman, Bettis Brothers, Inc., M. Craig Clark and David
Cromwell and respectfully shows the following:

1. Nearburg is an individual residing in Dallas County,

Texas.
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2. John H. Trigg and Pauline V. Trigg are individuals
residing in Chavez County, New Mexico upon whom process may be
served by registered mail, return receipt requested, at P.0O. Box
520, Roswell, New Mexico 88201.

3. Yates Petroleum Corporation is a corporation authorized
to conduct business in the State of Texas, upon whom process may be
served through its registered agent for service, Donald Logan, 201
Wall Towers, Midland, Texas 79701.

4. Yates Drilling Company is corporation upon whom process
may be served by serving its registered agent for service, S. P.
Yates, 105 South 4th, Artesia, New Mexico 88210.

5. ABO Petroleum Corporation is a corporation upon whom
process may be served by serving its registered agent for service,
John A. Yates, 105 South 4th, Artesia, New Mexico 88201.

/6. MYCO Industries, Inc. is a corporation authorized to
conduct business in the State of Texas upon whom process may be
served through its registered agent for service, Tom Dyches, 306
West Wall, Suite 140, Midland, Texas 79701.

7. H.M. Bettis, Inc. is a corporation authorized to conduct
business in the State of Texas upon whom process may be served
through its registered agent for service, H.M. Bettis, 505 5th
Street, _.Graham, Texas 26046.

8. Turnco Inc. is a corporation authorized to conduct

business in the State of Texas upon whom process may be served
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through its registered agent for service, H.M. Bettis, 613 3rd
Street, Graham, Texas.

9, L.E. Opperman is an individual residing in Midland County
upon whom process may be served at 500 West Texas, Midland, Texas
79701.

“10. Bettis Brothers, Inc. is a corporation authorized to
conduct business in the State of Texas upon whom process may be
served through its registered agent for service, Harry M. Bettis,
Jr., 500 West Texas #830, Midland, Texas 79701.

11. M. Craig Clark is an individual residing in Midland
County upon whom process may be served at 310 West Texas Avenue,
Suite 714, Midland, Texas 79701.

v 12. David Cromwell is an individual residing in Midland
County upon whom process may be served at 2819 Shandon, Midland,
Texas 79705.

13. This Court has jurisdiction of the subject matter and
parties involved in this dispute. Venue is proper in Midland
County because this suit is based on a contract which was made and
performed, in whole or in part, in Midland County. In the
alternative, venue is proper in Midland County because one or more

of the Defendants herein are residents of Midland County.

FACTUAL STATEMENT

14. The Trigg Family Trust (the "Trigg Trust") is a record

owner of an oil and gas lease located in Eddy County, New Mexico.
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Said lease 1is more particularly described as Lease No. NM LC-
060122, covering among other lands the N/2 of Section 27, T-18-5,
R-27-E, Eddy County, New Mexico, (the "Lease"). John H. Trigg and
Pauline V. Trigg (the "Triggs") (Predecessors-in-interest in the
Lease to the Trigg Trust) executed a Farmout Agreement with
Sinclair 0il & Gas Corporation ("Sinclair") dated November 4, 1966,
a true copy of which is attached hereto as Exhibit "A" (the
"Farmout Agreement"). The Farmout Agreement provided that Sinclair
would be assigned a fifty percent (50%) interest in the "“operating
rights" of the Lease upon its completion of a commercially
producing oil and gas well on the Lease. Sinclair did, in fact,
complete a commercially producing o0il and gas well on the Lease,
which became known as the Chalk AKH Federal #2 well (the "AKH #2").
Sinclair was assigned a fifty percent (50%) working interest in the
Lease, insofar as it covers the N/2 of Section 27, T-18-5, R-27-E,
Eddy County, New Mexico, effective March 26, 1969, pursuant to the
terms of the Farmout Agreement. A true copy of said Assignment,
which is duly recorded in Vol. 68, p. 704 of the Miscellaneous
Records of Eddy County, New Mexico, is attached hereto as Exhibit
"B". The Assignment was executed for Sinclair by a representative
of Atlantic Richfield Company ("ARCO") which merged with Sinclair
and acquired all of its interests, effective March 4, 1969.

15. The Triggs and Sinclair (ARCO) executed an operating
agreement (the '"Operating Agreement") covering the |Lease

contemporaneously with the Assignment evidenced in Exhibit "B". A
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true copy of the Operating Agreement is attached hereto as Exhibit
wcn . uUnder its terms, Sinclair (ARCO) was designated as operator
of the Lease and the Triggs were designated as non-operators. The
Operating Agreement was expressly made subject to the terms and
conditions of the Farmout Agreement.

16. ARCO operated the AKH #2 for approximately twelve (12)
years before it was plugged and abandoned. Prior to the plugging
and abandonment of the AKH #2 other wells were drilled on other
tracts encompassing the Lease which were commercially producing oil
and gas wells. Said wells have produced, and continue to produce,
oil and gas in commercial quantities thus perpetuating the Lease.

17. By Assignment dated November 21, 1992, ARCO assigned all
of its fifty percent (50%) interest in the Lease to Nearburg. A
true copy of said Assignment, which is duly recorded in Vol. 100,
p. 949 of the "Eddy County records," Eddy County, New Mexico, is
attached hereto as Exhibit "D". As transferee of ARCO, Nearburg
became operator of the Lease pursuant to the Operating Agreement.

18. Defendants Yates Drilling Company, ABO Petroleum
Corporation, MYCO Industries, Inc., H.M. Bettis, Inc., Bettis
Brothers, Inc., Turnco Inc., L.E. Opperman, M. Craig Clark and
David Cromwell are all purported beneficial interest owners in the
Trigg Trust’s fifty percent (50%) record interest in the Lease.
Attached hereto_as Exhibit "E" is a schedule of the purported
beneficial interest owners and their respective percentages of

ownership.
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CAUSE OF ACTION

19. One or more of the Defendants named herein (the
"Defendants”) dispute the validity of the Operating Agreement and
deny that Nearburg is the lawful operator of the Lease. A genuine
controversy has arisen and now exists between Nearburg and the
Defendants regarding the validity of the Operating Agreement and
the identity of the lawful operator of the Lease. This dispute
concerns all persons who purport to own an interest in the Lease,
whether of record or beneficially, and has necessitated that all of
the Defendants be joined in this suit.

20. Nearburg seeks a declaratory judgment pursuant to the
Uniform Declaratory Judgments Act, Civil Practice and Remedies Code
Section 37.001, et. seq., decreeing (i) that the Operating
Agreement is effective as between Nearburg and the Defendants, and
(ii) that Nearburg is the lawful operator of the Lease pursuant to
his acquisition of the operating rights in the Lease from ARCO
(Exhibit "A") and pursuant to the terms and conditions of the
Opefating Agreement.

21. A declaratory judgment will terminate the uncertainty and
controversy giving rise to this dispute as to the validity of the
Operating Agreement and the identity of the lawful operator of the
Lease. -

22. Nearburg prays for such reasonable and necessary costs

and attorneys’ fees (both trial and appellate) for the prosecution
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of this action as the Court finds just and equitable, pursuant to
Texas Civil Practice and Remedies Code § 37.009.

23. All conditions precedent to Nearburg’s right to the
relief requested herein have been performed or have occurred.

WHEREFORE, Nearburg prays that the Defendants be cited to
appear and answer herein; that the Court enter declaratory judgment
that the Operating Agreement covering the Lease is effective as
between Nearburg and the Defendants and that Nearburg is the lawful
operator of the Lease as pleaded in paragraph 6 above; that
Nearburg be granted just and equitable attorneys’ fees (both trial
and appellate) as pleaded above; that Nearburg be granted costs of
suit; and that Nearburg be granted such other and further relief,

at law or in equity, to which he may be shown lawfully entitled.

Respectfully submitted,

KEMP, SMITH, DUNCAN & HAMMOND, P.C.
400 W. Illinois, Suite 1400 (79701)
P.O. Drawer 279¢

Midland, Texas~=73702-279
(915) 687+ :7
(915) £87-1734 /(FAX)

S }// :

By: 4 i)
John A: "“Jad" Davis, Jr.
State/Bar No. 05511400
J. Randy Turner
State Bar No. 20321500

Attorneys for PLAINTIFF CHARLES E.
NEARBURG d/b/a NEARBURG EXPLORATION
COMPANY
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PARMOUT AGREKEMENY

THI® ACREEMENY, made and entersd into this _ﬁ:jd.y of Novesber,
1966, by and between JOAN H. TRIGG and PAULINE ¥, TRIGG, his vife, whose
eddress {s Post Office Box 520, Reswsll, New Mexice, hereinaftey refarred
to as "Trigg", snd SINCLAIR OIL & CAY COMPANY, whoss address is Pest Offica

Box 1470, Midlend, Texas, herainsfter referred to as "Sinclair";

VITNESEBETN
VHEREAR, Trigg is the ownev antd belder of thet certein 011 and Gas
Loase from the United States of Amerircs ¢o J. T. Bonmer ss Lesses, doted
April 1, 1948, bearing Sayial Number LC-060122, insofar ss seid lesse coverm
T 18 th, Xapge 27 Ia Eddy Coun 1

fection 22; 8%
Section 27 nk, NRkswk, xisEk

Contsiaing 760.00 acres, more or less, herainsfter refarred to se
"$aid Land"; and

WHEREAR, Trigg's interest in seid leses covering 8sid Land {s or
wvill be subject to an everriding royslty interest of 6.25% of sll oil and
gas produced, saved and marketed from the Bsid Land vhich i3 or will be
owned by the children of Trigg, (h‘uimﬂ:or called "Children's Override"),
and;

WHEREAS, Sinclair desires te scquire and Trigg desiras to farmeut to
8inclair certein interests in end under the adove dascribed leewe insefar
ag it covers 8ai{d Land, upon the terms eand conditions hevsinafter set forth:

HOW THEREFORE, for and in constderation of the premises end weuc§

covenants hersin contained tha partiss hevrato agrass as follows d H.'
y @ A S

1. SRinclair sgrees to commance on or before Doconbot,é. 1966, the
drilling of s test well for oil snd ges, hereinafter refarred to ss the
"Initis! Tast Well”, st & location in the sumt of Saction 27, Township 18
South, Range 27 Ease, N.M,P,M,, Eddy County, Nev Mexico, and to drill and
comp'!oto such vell on or before ninety (90) dsys from date of cormencemant,
with due diligence and 1'n 2 good and workmanlike manner, st the sole coec,

risk and expense of Stnclair, te @ depth of 9,000 feet from the surfsce of

EXHIBIT A

B T




the greead or ta‘n depth sufficient to sdequately test the Cisco formation
of Poeunsylvenian ege., vhichever is the lesser depth, sll in the opinion of
trigg's geslogical department.

2. Bhould Sinelaiy timely commence and complote os o commereisl
producer or plug and sbenden as a dry hole the Inftiel Test Well ss pro-
vided in Psragraph 1 hereof, then Sineleir shall heve ths optiea, but sot
the obligation, for s period of stx () menths from the dete of completion
of said Initisl Test Wall to commanee the drilling or deepsning ef ¢ test
well for o1l snd gas, hersinafter referred to as the "Optien Well™, st s
location of stnclntr'; cheiecs on Said Land, and to drill and complete said
Option Well with dus dili{gence and 1iB s good snd workmanlike menmer, st the
sole eost, risk and expense of Sinclair, to a depth sufficient teo adequstely
tast the Morrow formation of Pennsylvanian age, or te a depth sufficient
to adequately test the Devonisn formation, sil in the opinton of Trigs's
geologioal department, said Option Well to be drilled snd completed within
ninety (90) days of coomencement.

3. (a) 8heuld Sisclair completo the Initial Test Well, as preo-
vided in Paragraph 1 hereof, 83 a well capable of producing oil smnd/er
gas in commaroisl gquentitiss, Trigg agrves to convey to Sinclair an
undivided one-half (1/2) interest {n the epevating rights from the surface
of the ground dowmn to and tncluding one hundred (100) feet delow the
deepest dapth drilled, i{m, te and under Said Lend, subject ve its proportionats
part af the Children's Override.

{b) Should Sincleir drill and completes the Option Well, es
provided {n Paregraph 2 hareof, as a well capable of producing oil lgd/or
gas in commwercial quancities, Tri;; sgrees to convey to Sincleir an undivided
one-hal? (1/2) intersst in the opersting rights down to and {ncluding one
hundred (100) feet below the deepest depth drilled, in, to and under 92{d Lend,
subject to its proportionate part of the Children's Override, provided hovever,
should Sinelair have earned the rights provided in (s) of this Peragraph 13,
then Trigg -hal} convey sn undivided ona-half (1/2) interest in, to end
unacr 8414 Lande from the depth of tha rights conveyed under (8) of this
Paragraph 3, down to snd {ncluding one hundred (100) feet below the deepest

depth drilled 1n the Option Well,

«2e




4, Afcer cowpletion of the Initisl Test Well, vbether as a preducer
or dry hole, Sinclair, at 1ts slection, shell efther (a) comduet csarimuous
drilling operstions on the remainder of Baid Lend with not more than one
hundred twenty (120) days elapsing between the complation of » well,
whather as & producer or dry hels, and the commencement of actusl drilling
of the next succeeding well until Stinclair shall have drilled one well te
esch standerd spacing or prorstion unit fixed by sny specisl field rules
pyeuul;otcd by the New Mexico 041 Conssrvatien Commissien, or in the szbsance
ef such rules, one well te esch 160 acre governmeatal quarter sectfem in
S8aid Land; sech such additionsl vell to be drilled and completed within
ninety (90) days frow cocmencement thereof, or (b) surrender and relesss to
Trigg all of $sid Land axcept each tract as defined {n (s) eof this Paragreph &,
upon which a producing well has been completed, warrsnting same to be fres
eund clear of all lians, obligat ions or encumbrances suffered by Sinelatir.
All eother provisions spplicable te the Initial Test Well shall be equelly
spplicable to esch additional well, Petlare of Sinclair to condust eemtinusus
drilling operstions as herein prwi:hd shall oot preclude Sinelsir from
sxercising the eptisn granted under Peragraph 2 to drill the Opticm Well,

S. BShould suy well required or pereitted under this Farweut Agrse-
ment be lest or junked through ne negligence or csrelessnase of Sinelair,
or its sgents or employees, or 1if {n the drilling ef such wells, gremite or
other practically impanetrabla substancs or condition is sneountsred renderisg
furcher drilling impractical according to the standards of the {mwediate aves
or field, then snd in either of such evants, and within thirty (30) éays from
the data such well is lost or junked or abandoned on encountsring such
practieally impenatrable substsnce er condition, Sinclaiz wsy, at its
alection and without pensity, commence the drilling of s substitute vell at
2 location of Sinalefir's choice on the same quarter-quarter section of ¥aid
Land, provided, however, such location shall conform to end comply with the
zulad and regulstions of tha New Meniczo 0il Consarvation Comnission, end such
substitute well, (n order to qunl!!yl as & subst{tute vell, shall de drilled
and completed {n the seme manner as herein specified for the wall so lost,

junked or sbandoced, sud as te sll of whioh the decision of Trigg's Caclogical
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Department shall da conslusive. Bheuld Sinclair timely commense end
diligently complete such a substitute wall pursusnt te the terws of this
pavagraph, than in such svent it shsll be considered for all purpesss
hereof that the well for which it {s a2 substitute was commenced, drilled
snd completad vithin the time, te the deapth, and in the msnner previded
thevefer.

6. The partias hareto agree that the locatien ef the Initis! Test
Well, as provided in Paragraph 1 heveof, has been selscted by Sineleir te
provide Trigg with a sarried £1fty (50%) per cemt working tnterest {a said
Inicisl Tast Well completed ints the tanks fres of sll cest snd exponss te
Teigg; sheuld the New Mexics 04l Conservation Commiseisn establish epeeisl
field vules providing for 840 acre spacing or prevatico units, Simelsir amd
Trigg's vorking taterest in the Initial Test Vell wvould be veduced pro-
pertionstsly; in such event, st Sinclair's sole coet and expense, Sinsleir
agress to corry Trigg in the drilling ef s subsequant well on Said Lend
in Section 22, to the extant of the difference between Trigg's working
[aterest in the Initial Teet Vell and fifty (50%) per cent. If Simelair
eleaots not te drill soch sdditionsl well within the time specified is
Paragraph 4(e), the provisions of Psragraph &(d) hersef will spply,

7. 1t $5 egreed betwaen the parties herete that upon comvaysnoe ef
the operating rights sarned by ths performance ;f the obligstions set forth
hezein all subsequant operstions on 8sid Lend will bde conductsd in accordance
with the terus of the form of joint‘épozmting Agresment attsched herste and
merked Kxhibit "A%; and that et sush tims as Sinclsir shall have eermned fes
{otevest {n Se¢id Land all parties hereto shall properly execute ssid foint
Operating Agreement,

" 8. Trigg vill meke 2 bons fids effort (vith ns penalty er liability
for oversight in th{s connection) to pey o1l restals or minimum royslty
becoming due after tha date of this Parmout Agresment under the terms
of the abeve descrided lease, tnsofar as it covers Said Lend; snd $imeleir
shall reimburse Trigg for one-half (1/2) ¢f such rentels or winimum roysity
vithin thirey (30) days aftar receipt of Trigg's inveice therefor.

9., Stnclair sgraas to keap Trigg's leasehold interest free from

l1tens, encumbrances and claims crested by, through or undar Sinclair and

Y TS )




thet Sinclair, its contracter or subecontrsctor shall csrry insuranee vith
satisfactory compsnies snd of sufficient coverage to insure against the
risks specified in Pavagrsph 26 of Exhibit "A™ sttached hereto.

16. Sinclair shall sllew the rvepresentstives and duly sutherised
agents of Trigg ¢o have sacess te Baid Land, as well as the devrick floor
of sny well or wells drilled pursdant to this Farmout Agreement, at amy snd
sll times during the drillimg, completing, rewerking and/er speratimg of
any such well or wells, and shsll furnish Trigg with any and sll infermstien
aveilable pertsining to the drilling, completing, reworking and/or eperation
of any sueh well, i{ncluding but not limited to|

(s) One eopy of sll reperts partaining te the drilling of any
such well filed by Sinclair with any governmental sutherity, sueh reports
to bs del{vered to Trigg at the ssme time such reports ave filad with such
govermmestal sutherity;

(b) Copies of daily drilling reperts showing the etstus, progress
snd changes in formstion encountered in the drilling of any such well, and
complete results of direccional electric, crooked or streight hele surveys,
eore analyses snd any and all other tests or surveys made in cennsetion
vith such well;

{e) A full set of sample cuttings from sny such well, Ce be
deliversd to the New Mexico 04l Scouts Aesociation, Inc,, 1185 Nerth Colemsm,
Robbs, New Mexieco, no later than fifteen (15) lays efter the completion eor
plogging of such welly

(d) Dusl Induction-Lateroleg snd Canma-Ray-BSomic logs or
equivalent legs shsll da made and two prints snd one veproducible OO"(I
copy thavsef shall be furmished Trigg)

(o) In the event a showing of oil or gas is encountsrsd et sny
depth or upon encountering a prospective oil or gas zone at sny depth in
sueh well, Sinclaiy shall give Trigg ressonable netice thersof {n sufficient
time to have s representative present when such tone is tested or cored,
and Af, in Trigg's opinion it {s justified, any shoving of ofl or ges shall
be adaquately tested in s prudent manner in sccordsnce with good oil flald

practices;

-Se




() All notices herein required shall be given te Trigg or my
of his employees st Post Office Dox 520, Roewell, New Mexico, talaphenme
number 623-3140 1if given during normal working hours or if given es weekends
or safter regulsr working hours to Mr. G. . Herringten, Gaologist, at Roswsll,
Nov Mexice, telophens number 623-3418.,

11, In connaction with the performance of work under this agreement,
Sinclalr agress to comply with all of the provisioms of Section 301 (1) to
(D, inclusive, of Executiva Ordar 10925 (28 ¥, R, 6485), which are barsby
{ncorporatad by reference i{n this sgresment.

12. 1t is understood that this agreement snd the obligations hare-
under ara personsl and not sssignable by Binclair without Trigg's sxpressed
consent in vriting and thet ssid ebligations are saveral sud net jeint and
nothing herein contsined shall cowmstitute or be construsd te constituta @
partnarship, eithar genersl or mining, ss between Sinclair snd Trigy.

13. (s) It is understood thast 1Lf Binclair fails to comply with
the terme end provisions of this comntraot with rsspect to the commence-
went, drilling and completion of the wolls herein previded for, Trigs,
in sddition te any other relisf te which it may bs entitled, msy demend
surrender snd velesse of the interest tramsfarred harein of sll of Seid
Land sxceapt esch tract as defined tn (0) of Paragreph 4 hervef, upon
which a producing well has been completsd, and Sinclair shell thereupen
axecuts snd deliver to Trigg an sppropriste recordsbls {netrument
wvaryanting the {ntareet so surrendered snd relessed te ba free and clear
of all ll{ens, osbligations or encumbrances suffersd by Sinclair.

(b) Upon bresch of any of the terms and conditions hersef by
$inelair, (oihar than failure to comply with vespect to comnencsusat,
drilling and completien of the wells as harein previded), Trigg shell notify
S8incleir in writing alleging specificelly the respects in vhich Trigg comn-
siders B{nclair hn._fliled to comply, and Sincleir shall have thirey (30)
days sfter the mailing of such notice by Trigg within which to remedy such
default so slleged by Trigg. In the event Sinclair hse not cured seid
dafault vithin such time, Trigg mey at {ts option, terminate this egreement
vhersby any rights hereunder, will revert to Trigg, except as to eech tract
as definad in (a) of Paragreph 4 hereof upon vhich s producing well has

been completed.
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Hy m“r“ Expires:

The terms of this agrsement shsll bind the partiss herate snd sholl
{aure to the benefit of thelr respsctive heirs, devisees, successors and
assigns,

IN WITNESS WNEREOP, this instrusent {s executed on the day end yesr

first hersinabevs written.

Pauline Vv, Trigg

SIRCLAIR OTL & CAS COMPANY [a*rnov
8
= qln
. M
B g/]?gg
£l

STATE OF WEW WmxI00 I
I ss,
COUWTY OF CRAVIS |

The feregoing inetrument ves acknowledged befere me this £¢ dsy
of November, 1966, by JORM R, TRIGG and PAULINE V., nmo.‘_uu wife,

/Py

Motsry {c

STATE OF  TEXAR. )
I ss,
COUNTY OF MIDLAXKD b §
ph—
The foregoing instrument was scknowledged bafore we this /1{ dey
of November, 1966, by R. M, KOBDISH, Yice President of Sinclair Oil & Ces
Cewpany, a Msimcorporation, on beshalf of said corporstion,

.

Rotary Public

9(:0::-1--10&'.!91""
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TO PARMOUT AGREEMENT' BY AND BETWEEX
JOHN K, TRIGG and PAULINE V, TRIGC and SINCLAIR OIL & GAS COMPANY

MODEL FORM OPERATING AGREEMENT —1956
JX-Federal Lands

OPERATING AGREEMENT
DATED
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Published and tor Sale by
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OPERATING AGREEMENT

THIS AGREEMENT, entered into this day of 19 betwaen
SINCLAIR OIL & GAS COMPANY
hereafter designated as “Operator”, and the signatory parties other than Operator.

WITNESBETH, THAT:

WHEREAS, the parties to thic sgreement are owners of oil and gas ieases covaring and, if 8o indicated.
unleased minersl interests {n the tracts of land described in Exhibit “A”, and all parties have resched sn
sgreement to explore and develop theee leases and interests for oil and gas to the extent and as hereinafter
provided;

NOW, THEREFORE, it is agreed as follows:

1. DEFINITIONS
As used in this agreement, the following words and terms shall have the meanings hers ascribed to

tham,

(1) The words “‘party” and “parties”’ shall always mean a party. or parties, to this n;roon;ont.

(2) The parties to this agreement shall always be referred to as “it” or “they”, whether the parties be cor-
porate bodies, parinerships, associations, or persons resl.

(3) The term “ofl and gas” shall inciude oil, gas, casinghead a3, gas condensate, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.

(4) The term “oil and gas intetests” shall mean unieased fee and mineral interests in tracts of land lying
within the Unit Ares which are owned by parties to this agreement.

(5) The term “Unit Area” ll}nll refer to and include all of the lands, oil and gas lessehoid interests and oil
and gas interests intended Lo be daveloped and operated for oil and gas purposes under this agr [}
Such lands, oil and gas leasehold interests and ol and gas interssts are described In Exhibit “A™,

(8) The term “drilling unit” shall mean the srea fixéd for the drilling of one well by order or rule of any
state or federal body having suthority. If a drilling unit is not flxed by any such rule or order, s drilling
unit shall be the drilling unit as established by the psttern of drilling in the Unit Area or as (ixed by ox-
press sgreemant of the partiss.

{7) All exhibits attached to this agreement are made a part of the contract as {ully as though copied in full
in the contract. )

{8) The words “equipment™ and “materials” as used here ars synonymous and shall mean and Include all
ofl tield supplies and personal property acquired for use in the Unit Area.

L. FITFLB-ERAMINAPION: LOSS OF LEASES AND OIL AND GASB INTERESTS

~rPitie-ihraminationr

W: Y :L 11 P 'r“l (W Tare n'\' 4 -L'A'-.‘"' “'_:110:4 gz [ -x 2 A
recent date, together with all title papers in its possession covaring Jeases and oil and gas interests w
subjecting to this contract. All of these abetracts and title records shall be examined for the be of st par.
ties by Operator's sttorneys. )

Operator shall promptly submit abstracts certified from beginning to recephate, together with all title
papers in its possession covering leases snd oil and gas interests which 3 subjecting to this agreement, to
for instion by the lstter's

attorney for the benetit of all parties.

All titla examinations shall be made without
plete title report on each separats tract based ugdn the abstract record and title papers submitted to him. Each
title report shall contain a list of fee owpefs and their interests, shall state the attorney's opinion concarning
validity of their interests, and s ) ntain an enumeration and description of title defects, If any, & report up.
suits, and judgments, and unreleased oil and gss leases, and & list of require-

ge. Each examining altorney shall prepare a com.

on mortgages, taxes, pen
ments, if any, upo: fch the examiner's approval of title to the lease or oil and gas interest is contingent. The
title report 1 also contain a specific description of the ofl and gas leate being subjected to this contract,

3 by it Labs Jeghend iad PPy 'l P LIt
oMo c4 Yr-ottrii-oi—Gtrey-r oYy Mmento—e -

“Joint Loss” ‘
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, Fr-copy—ot
of each supplementsl opinion. and of all final opinions, shall be sent promptly to each psrty. The opinfon of
the examining sttorney concerning the validity of the title 1o each o0il and gas interest and es ., and the
sceeptability of

ens, shail be a Mmatter for

amount of interest covered thereby shail be binding and conciusive on the parties, but
leases az to primary term. royalty provisions, drilling obiigations, and special b
aspproval and acceptance by an authorized representative of each party,

All title examinations shall be made, and title reports sub
submission of abstracts and title papers. Each party sha
examining attorneys concerning its leases and inte
receipt of title report for this purpose. If t ie to any lease, or otl and gas Interest, iz {inally rejected by
then be esked to atate in writing whether they will waive the title
erests, or whether they will stand on the attorney's opinion. 1f one or more
defects, this agreement shall, In that case, be terminated and abandoned, and all

, within s perjod of days after the
n good faith, try to satisty the requirements of the

, and each thall have a period of.

days from

the examining attorney, all parties s
defects and pt the | i
parties refuse to waive

obligations and special burdens, sll subsequent provisions of this sgreement shall become operative

diatael T Yy Rl ddabdinal & Adoas P inadt " <
e Laaatd ™ Ll ca

B. Failure of Title:

After all titles ars approved or accepted, any defects of title that may develop shall be the joint re-
spontibility of all parties and. if & title logs occurs, it shall ba the loss of all parties, with esch bearing its pro-
portionate part of the loss and of any liabilities incurred In the loss. If such a loss occurs, there shail be no
change in, or sdjustment of. the interests of the partles in the remaining portion of the Unit Ares.

C. Losa of Leases For Other Than Title Failure:

I{ any lease or interest subject to this agreement be lost through fallure to develop or becsuse express
or implied covenants have not been performed, or if any lease be permitted to expire at the end of its primary
term and not be renewed or exiended, the Joss shall not be considered a fallure of title and all such Josses shall
be joint losses and shsll be borne by all parties in proportion to their interests and there shal) be no readjust-
ment of interests in the remaining portion of the Unit Area.

3. UNLEASED OIL AND GAS INTERESTS

If any party owns an unleased oil and gas interest in the Unit Area, that interest sha)l be trested for
the purpose of this agreement as If it were & leased interest under the form of oil and gas lease sttached as
Exhibit “B” and for the primary term therein stated. Ag to such interests, the owner shall receive royalty on
production as prescribed in the form of oil and gas lease stiached hersto as Exhibit “B". Such party shall,
howevaer, be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns
the lesses interest.

4. INTERESTS OF PARTIES

Exhibit “A" lists all of the parties, and their respective percentage or fractional interests under this

" agreement. Unless changed by other provisions, all costs and lisbilities incurred in operations under this con-
tract shall be borne and paid, snd all equipment and materis! scquired i%opermﬁm on the Unit Area shall be
owned, by the parties as their interests are given in Exhibit "A"./%lcprjé \?euon of oll and gas from the
Unit Ares, subject to the payment of lessor's royaitiet, shall also be owned by the parties in the same manner.

—_—3

“Joint Loss"
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If any oil and gas lease covered by this agreement is subject to an overriding royaity, production pay.
ment, or other charge over and above the usual cne-eighth (%) royaity, the party contributing that Jease shall
assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its
share of the working interest production of the Unit Ares.

8. OPERATOR OF UNIT

Sinclair 01l & Gas_Company shail be the Operater of
the Unit Area, and shall conduct and direct and have full controi of all operations on the Unit Area as pere
mitted and required by, and within the limits of, this agr t. It shall duet all such operstions in a good

and workmaniike manner, but it shall have no liability as Operstor to the other parties for losses sustained,
or liabilities incurred. except such as may result from groas negligence or from bredch of the provisions of

this agreement.
4. EMPLOYEES

The number of employees and their selection. and the hours of labor and the compensation for services
periormed, shall be detarmined by Operator. All employees thall be the employees of Operater.
7. TEST WELL
On or before the. day of. 19, Operator shall commenoce the drill.
ing of & well for oil md gas in the following location:

NONE

and shall thereafter continue the drilling of the well with due diligence to

unlezs granite or other practically impenatrable subat is encountered at s lesser depth or unless all perties
agree to complete the well at o lesser depth.

Operstor shall make reasonable tests of all formations encountered during drilling whieh give indica-
tion of containing oll and gas In quantities sufficient to test, unless this agreement shall be ilmited in its ap-
plication to a specific formation or formations, in which event Operator shall be r;qulnd to tast only the
formation or formations to which this agreement may apply.

It in Operator's judgment the well will not produce oll or gas in paying quantities, and it wishes to
plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the
well shall then be pi d snd abandoned as prompuy as posiible.

8. COSTS AND EXPENSES
Except a8 herein otherwiss specifically provided, Oparstor shall promptly pay and discharge ail costs
and expenses incurred in the development and operation of the Unit Area pursuant to this agresment and shall
charge each of the parties hereto with their respective proportionate shares upon the cost and expense baiis
provided In the Accounting Procedure attached hereto and marked Exhibit “C". If any provision of Ex-
hibjt “C” should be inconsistent with any provision contained in the body of this agreement. the provisions in
the body of this agreement shall prevail

Operstor, at its election, shall have the right from time (o time to demand and receive from the other
parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in
operations hereunder during the next succeeding month, which right may be exercised only by submission ta
each such party of an itemized statement of such estimated costs, together with an invoice for its share there-
of. Each such statement and involce for the payment {n advance of estimated costs shall be submitted on or

_before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of

such estimate within fifteen (15) days after such estimate and Invoice is received. If any party fails to pay ita
share of sald estimate within ssid time, the smount due shall bear interest at the rate ot?«&ki-&ﬂhw:&'“
snnum until paid. Proper adjustment ghall be made montbly between advances and actus! cost, to the end
that each party shall bear and pay its proportionate share of actusl costs incurred, and no mors.
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§. OPERATOR'S LIEN

Operstor is given a first and preferred lien on the interest of each party covered by this contract, and
in each perty's interest in oil and ges produced and the procreds thereof. and upon each party's interest in ma-
terial and equipment, to secure the payment of all sums due from each such party to Operator.

In the event any party fsils to pay any amount owing by it to Operstor »s its share of such costs end
expense or such advance estimate within the time limited for puyment thereof. Operator, witheut prejudice to
other existing remedies, Is authorized, at ite election, to coilect from the purchaser or purchasers of oll or gas,
the proceeds accruing (o the working interest or interests in the Unit Ares of the delinquent party up to the
amount owing by such party, and each purchaser of vil or gas is authorized to reiy upon Operator's statement
as to the amount owing by such party.

In the event of the neglect or failure of any non-operating party to promptly p;y its proportionate part
of the cost and sxpense of development and operation when due, the other non-operating parties snd Operator,
within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contribute
to the payment of such delinquent indebtedness and the non-opersting parties so contributing shall be entitled
to the same lisn rights as sre granted to Operator in this seciion. Upon the payment by such delinquent or
defaulting party to Operator of any amount or amounts on such delinquent indebtedness, or upon any recovery
on behalf of the non-opersting parties under the lfen conferred above, the amount or amounts o paid or re-
covered shall be distributed and peid by Operator to the othor non-operating parties and Operator propor-
tionately in accord with the contributions theretotfors made by them.

14. TERM OF AGREEMENT

This agreement shall remain in full force snd etfect for as long as any of the oil and gas leases subjected
{o this sgreement remain or are continued in force a3 to any part of the Unit Area. whether by production, ex-
tension, renewsl or otherwise; provided, however, that in the event the first well drilled heretnder results in
a dry hole and no other well is producing ¢il or gas in paying quantities from the Unit Area, then at the end
of ninety (90) days after abandonment of the first test well, this agreement shall terminate unless one or
more of the parties are then engaged in drilling a well or wells pursuant to Section 13 hereof, or all parties
have agreed to drill an sdditional well or waells under this sgresment, in which event this sgreement shall con-
tinue in force until such well or wells shall have been drilled and leted. If production results thers-
from this agreement shall continue in force thereafter as if said first test well had been produetive in paying
quantities, but If production in paying quantities does not result therefrom this agreement shall terminate
st the end of ninety (90) days after abandonment of such well or welle. It la agreed, however, that the term=
ination of this agreement shall not relieve any party hereto from any Hability which has scerued or attached

prior to the date of such termination.

11, LIMITATION ON EXPENDITURES

Without the consent of ull parties: (a) No well shail be drilled on the Unit Ares except any well ex-
. pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 1%
of this agreament, it being understood that the consent to the drilling of a well shall include consent to all
necessary expenditures in the drilling, testing, completing¥and equipping of the well, including necessary
tankage; (b) No well shall be reworked, plugged back or deepened except a well reworked, plugged back or
deepened pursuant t0 the provisions of Section 12 of this agreement, it being understood that the consent to
the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in
conducting such operations and completing*and equipping of said well to produce, including necessary tank.
age; (c) Operator shall not undertake any gingle project ressonably estimated to require an expenditure in
. Tlars ($.5.000.00 )
except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre-
viously suthorized by or pum.innt to this agreement; provided, however, that In case of explosion, fire, flood,

_or other sudden emergency, whether of the same or different nature. Operator may take such steps and incur
such expenses as in its opinion are required to deal with the emergency and to safeguard life snd property,
but Operator shall, as promptly as possible, report the emergency to the other parties. Operstor shall, upon
request, furnish coples of {ts “Authority for Expenditures” for any single project costing in ex.

cess of $.2,500,00

« See Section 30(c) for additionsl prov'i_;tr.;.




13. OPERATIONS BY LESS THAN ALL PARTIES

If ol the parties cannot mutualiy agree upon the drilling of any wail on the Unit Ares other than the
test well provided for in Section 7, or upen the reworking, deepening or plugging back of a dry hole drilled
at Lhe joint expense of all parties or a well jointly owned by all the parties and not then produeing in paying
quantities on the Unit Ares, any party or parties wishing to drill, rework, deepen or plug back sueh a weil
may give the other parties written notice of the proposed operation, specifying the work to be performed,
the Jocation. proposed depth. objective formation and the estimated cost of the operstion. The parties receiv.
Ing such a notice shali have thirty (30) days (exeept as to reworking. plugging back or drilling deeper, where
a drillinx! ria( i;‘."ii lauol;‘ the period shall be limited to forty-eight (48) hours exclusive of Saturday or Bun-
407)/9“!1' mo&t [} !R’o notice within which to notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operation. Failuce of s party receiving such a notice to s0 miy to
it within the period above fixed shall constitute an election by that party not to participate in the cost of the
proposed operation.

It any party receiving such a notice slects nct to participate in the proposed oparation (such party or
parties being hereafter referred to as “Non-Consenting Party”), then in order to be entitled to the benefita
of this section, the party or parties giving the notice and such cther parties as shall elect to participats in the
operation (all such parties being herealter referred to as the “Consenting Partias™) shall, within thirty (10)
days after the expirstion of the notice period of thirty (30) days (or as promptly as possible after the expire
atlon of the 48-hour period where the drilling rig is on location, as the case may be) actuaily commence work
on the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operstions shall be borne by the Consenting Parties in the
proportions that their respective interests as shown in Exhibit A" bear to the total interests of sll Consenting
Parties. Consenting Parties shall Xeep the leasehold éstates involved in such operstions free and elear of all
liens and encumbrances of every kind ¢reated by or arising from the operntions of the Consenting Parties. If
such an operation results in a Ary hole, the Consenting Parties shall plug and absndon the well at their sole
coet, risk and expense. If any well drilled. reworked, deepened or plugged back under the provisions of this
section results in a producer of oil and’or gas {n paying guantities. the Consenting Parties shall complete and
esquip the well to produce st their sole cost and risk, and the well thall then be furned over to Operator and
shall be operated by it at the expense and for the account of the Consenting Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging \;m:k of sny such well by Consenting Partles
in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have reline
quished to Consenting Partles, and the Consenting Parties shali own and be entitled to receive, in propertion
1o their respective interests, all of such Non-Consenting Party's interest in the weil, its leasehold operating
rights, and share of produetion therefrom until the procesds or market value thereo! (aftar deducting pro-
duction taxes, royaity, overriding royalty and other interests payable out of or measured by the production
from such well sccrving with respect to such interest until it reverts) shall equsl the total of the féllowing:

(A) 100% of each such Non-Consenting Party's share of the cost of any newly scquired surface equipment
beyond the wellhead connections (including, but not limited to, stock tanks, sgparators, treaters,
pumping equipment and piping), plus 100% of each such Non-Coneenting Party's share of the cost of
operstion of the well commencing with first production and ¢ontinuing until esch such Non-Consenting
Party's relinquished interest shall revert to it under other provisions of this seetion, it being agreed that
each Non-Consanting Party's share of such coats and equipment will be that interest which would have
been chargeadle 10 each Non-Consenting Party had it participated in the well from the beginning of
the operation; and

(B) 200% of that portion of the costs and expenses of drilling, reworking, deepening or plugging back,
testing and compleling, after deducting any cash contributions received under Section 34, and 2009%
of that portion of the coat of newly scquired equipment In the well (to and including the wellhead
connections), which would have been chargeable Lo such Non-Consenting Party if it had participated
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In the csse of sny reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or deeper drilling, the Consenting Parties shall account for all such equipment to the owners thereof,
with each party receiving its proportionate part in kind or in value.

Within sixty (60) days sfter the compietion of eny operation under this section, the party condueting
the operations for the Consenting Parties sheil turnish each Non.Consenting Psrty withn an inventory of
the equipment in and conneeted to the well, and an itemized statement of the cost of drilling, deepening.
plugging back, testing, completing, and equipping the well for production; or, at its option, the operating
party. in lieu of an itemized statement of such costs of operation, may submit s detailed statement of monthly
billings. Tach month thereafter, during the time the Consenting Parties are baing reimburved at provided
above, the Consenting Parties shall furnish the Non-Consenting Partiss with an itemized statement of all
costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil
and gas produced from it and the amount of procesds realized from the sale of the wail's working interest
production during the preceding month. Any smount realited from the sale or other disposition of equip~
ment newly scquired in connection with any such operstion which wouid have been owned by a Non-Cone
senting Party had It participated therein shall be credited sguinst the total unreturned costs of the work done
and of the eaquipment purchased. in determining when the interest of such Non-Consenting Party shall revert
to It as above provided: If there is a credit balance it shall be paid to such Non-Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished Interest the
amounts provided for above, the relinquithed interests of such Non-Consenting Party shall automaticelly
revert to It and from and after such reversion such Non-Consenting Party shull own the same intersst in such
well, the operating rights and working interest therein, the material and equipment in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have awned had it participated in the
drilling, reworking, deepening or plugging back of said well. ‘Thereafter, such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operstion of sald well in accord-
ance with the terms of this agreement and the accounting procedure schedule, mu_m ~C*", attached hereto.

Notwithstanding the provisions of this Section 13, {t is agreed that without the mutual consent of sl
parties, no wells shall bs completed in or produced from s source of supply from which & wel} ted else-
where ¢n the Unit Area is producing, unless such weil conforrs to Wﬁ!&mﬁm
AhonTooetaanix. by the governmental agency having Jurisdiction,

The provisions of this section shall have no spplication whatsoever to the drilling of the fnitial test
well on the Unit Area, but shall apply to the reworking, deepening, or plugging back of the initis) test well
after it has been drilled to the depth specified in Section 7, If It is, or theresfter shall prove to be, a dry
hole or non-commercial well, snd to all other wells drilled, reworked, deepened, or plugged back, or pro-

posed to be drilled, reworked, deepened, or plugged back, upon the Unit Ares subsequent to the drilling of
the initial test well,

13. RIGHT TO TAKE PRODUCTION IN KIND

Each party shall take in kind or separately dispose of ita proportionate share of all oil and gas pr;)-
duced from the Unit Area, exclusive of production which may be used in development and producing oper~
ations and in preparing and tresting oil for marketing purposes and production unavoidably lost. Each party
shall pay or deliver, or cause to be paid or delivered, all royaities, overriding royalties, or other payments
due on ita share of such production, snd shall hold the other parties (ree {rom any liability therefor. Any
extra expenditure incurred in the taking in kind or sepesrate disposition by any party of its proportionale
share of the production shali be borne by such party.

Esch party shall execute all division orders and contracts of eale pertaining to Its interest In produce

tion trom the Unit Ares, and shall be entitled to receive poyment direct from the purchaser or purchasers
thereof for {ta share of sll production.

——
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In the svent any party shall fail to make the arrangements necessary to take In kind or separately
dispose of its proportionate share of the oll and gas produced from the Unit Ares, Operatar shall have the
right, subject to revocation at wilt by the party owning it, but not the obligation, to purchase such ofl and
gas or sell it to others for the time being. at not less than the market price preveiling in the area, which
shall in no event be less than the price which Operator receives for its portion of the oil and gas produced
from the Unit Area. Any such purchsse or sale by Operator shail be subject slways to the right of the
owner of the production to exercise at any time its right to take in kind. or separstely dispose of, its share of
all ¢il snd ges not previously delivered to a purchaser. Notwithstanding the foregoing, Operator shail not
make & sale into interstate commerce of any other party's share of gas production without tirst TV RIPCRIOh
RNBIRIIICENX K IOCY KEHNXIGTAN B IO EEICDmy, obcaining such other perty's vritten consent

14. ACCESS TO UNIT AREA

Each party shall have sccess to the Unit Area at all rensonsble times. at its sole risk, to inspect or
observe operations, and shall have access st reasonable times to information pertaining 1o the development
or operation thereof, including Operator's books and records relating thereto. Operstor shsl), upen request,
furnish esch of the other parties with coples of all drilling reports, well loge, tank tables, daily gauge and
run tickets and reports of stock on hand st the first of each manth, and shall make available samples of any
cores or cuttings taken from any well drilled on the Unit Area.

15. DRILLING CONTRACTS

All wells drilled on the Unit Area ahall be drilled on a tompetitive contrsct basis at the usuai rates
prevailing in the srea. Operator, if it 30 desires, may employ its own tools and equipment in the drilling
of wells, but ita charges therefor shall not exceed the prevailing rates in the field, and the rate of such
charges shall be agreed upon by the parties in writing be!ore drilling operstions are commenced, and such
work shall be performed by Operator under the same terms lnd conditions as shall be customery and uun
fn the fleld in contracts of independent contractors who are doing work of s similar nature,

14. ABANDONMENT OF WELLS

No well, other than any well which has been drilled or reworked pursusnt to Section 13 hereof for
which the Consenting Parties have not baen fully reimbursed ai therein provided, which has been come
pleted ss 8 producer shall be plugged and abandoned without the consent of all parties; provided, however,
{f »11 parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parties its proportionate share of the value of the well's salvable materisl and equip-
ment, determined in accordance with the provisiona of Exhibit “C", less the estimated cost of salvaging and
the ettimated cost of plugging and abandoning. Each sbandoning party shall then assign to the non-
sbandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use
of the equipment and materisl, sll of its interest in the well and its equipment, together with its interest in
the leasehold estate as 1o, but only as to, the interval or intervals of the formation or formations then open
to production., The sssignments 30 limited shall ancompass the “drilling unit” upon which the well is located.
The payments by, and lhe assignments to, the assignees shall be in a ratio based upon the relationship of
their respective 'pcreemuu of participation in the Unit Ares to the aggregate of the percentages of partici-
pation In the Unit Area of all assignees. There shall be no resdjustment of interest in the remaining portion
of the Unit Are;. :

Alter the assignment, the assignors shalt have no further responsibility, liability, or interest in the
oper-n;lon of or production from the well in the intervalor intervals then open. Upon request of the assignees,
Operator shall continue to operate the assigned well for the sccount of the non.abandoning parties st the
rates and charges contemplaied by this agreement, plus any sdditional cost and charges which may arise as
the resuit of the separate ownership ot the assigned well.

- T -
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" 17. DELAY RENTALS AND SHUT.IN WELL PAYMENTS

Each party shall pay sl delay rentals and shut-in well payments which may be required under the
terms of its lease or leases and gubmit evidence of each payment to the other parties at lesst ten (10) days
prior to the payment date. The paying party shall be reimburssd by Operstor for 100% of any such delsy
rental payment and 100% of any such shut-in well payment. The amount of such reimbursement shail be
gharnd by Operator to the joint account of the parties and treatsd in all respects the same 83 costs Incurred
in the deveiopment and operation of the Unit Area. Each party responsible for such payments shail diligently
asttempt 1o make proper payment, but shall not ba held liable to the other parties in damages for the love of
any lease or interest therein if, through mistake or oversight, any rental er shut-in well payment is not paid
or is erroneously psid. The loss of any lease or interest therein which results from s failure to pay or an er-
roneous payment of rental or shut-in well payment shall be a joint lose and there shall be no resdjustment of
interests in the remaining portion of the Unit Area. If any party secures a new lease covering the terminated
interest, such scquisition shall be subject to the provisions of Parugraph 23 of this agreement.

Operator shall promptly notity each other party hereto of the date on which any gas well located on
the Unit Ares is shut in and the reason therefor.

18. PREFERENTIAL RIGHT TO PURCHASE

wShouid-sny—postydosire—to-seli-tli-orany—penioliis—interesio-under—ihis rer—istrighio-snd—in
terests in the Unit Ares, it shall promptly give written notice to ihe other parties, with full inf
cerning its proposed sale, which shall include the name and address of the prospective
be ready, willing and able 1o purchase), the purchase price, and all other e offer. The other parties
shall then have an optional prior right, for a period of ten (10) da er receipt of the notice, to purchase
on the same terms and conditions the interest which the o arty proposes to sell: and. {f this optional right
is exercised, the purchasing parties shall share chased interest in the proportiona that the interest of
each besrs to the total interest of all ing parties. However, there shall be no preferential right to pur-
chase in those cases where arty wishes to mortgage its Interests, or to dispoes of its interests by merger,
reorganization, co ation, or sale of all of its assets, or a sale or transfer of its interests to s subsidiary or
ny, or subsidiary of a parent company, or to any company in which any one perty owns a ma-

Should a ssle be made by Operator of its rights and interusts, the other parties shall have the right
within sixty (80) days after the dats of such sale, by majority vote in interest, to select 3 new Operator. It
& new Operator is not 10 selected, the transfarse of the present Operator shall assume the duties of and act as
Operator, In either cass, the retiring Operator shall continua to serve as Operator, and discharge its duties
{n that capacity under this agreement, until its successor Operator is selected and begins to function, but the
present Operator shall not be obligated to continue the performance of its duties for more then 130 days sfter
the sale of ita rights and interesta has been complsted,

“Joint Loss"
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19. MAINTENANCE OF UNIT OWNFRSHIP

Tor the purposs of maintaining uniformity of ownership in the ail and gas leasehold intsrests covered by
this eontract, and notwithstanding any other provitions to the contrary, no party shall sell, encumber, transter
or make other disposition of its interest in the lesses embraced within the Unit Area snd In wells, equipment
and production unless such disposition covers sither:

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

(2) an equal undivided interest in 21l leases and equipment and production in the Unit Area.

Every such tale, encumbrance, iranster or other disposition made by a{{ fnrty shall be made expresely
bt B R S0, O G P b B L QR Bl ST RRST he righis of hPolRl: Sartiesore s

It at any time the interest of any party is divided among and owned by four or more co-owners, Opera-
tor may, at its discretion, require such co-owners to appoint » single trustee or agent with full suthority to re-
ceive notices, approve expenditures, receive billings for ancl approve and pay such party's share of the joint
axpenses, and to deal generslly with, and with power to bind, the co-owners of such party's interests within
the scope of the operations embraced in this contract; however, ail such co-owners shell enter into and execute
all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the
Unit Area and they shall have the right to receive. separately, payment of the sale proceeds thervof.

10. RESIGNATION OF OPERATOR

Operator may resign from .is duties and obligations »s Operator at sny time upon written notice of not
less than ninety (90) days given to ali other parties. In this case, ali parties to this contract shall select by
majority vote in interest, not in numbers, a new Operator who shail sssume the responsibilities and duties, and
have the rights, prescribed for Operator by this agreement. The retiring Operator shall deliver to ita successor
all records and information necessary to the discharge b'y the new Operator of its duties and obligstions.

11, LIABILITY OF PARTIES

The liabillty of the parties shall be several, not joint or collective. Each psrty shall be responsible
only for its obligations, and shall be liable only for its prupertionate share of the costs of developing and
opsrating the Unit Area, Accordingly, the lien granted by each party to Operstor in 8Section ¢ is given 10 se-
cure only the debts of each ssverally. It is not the intention of the parties to mnie, nor shall this agreement
be construed as creating, s mining or other partnership or association, or to render them liable as pariners.

22. RENEWAL OR EXTENSION OF LEASES
If any party secures a renewal of any oil and gas lesse subject to this contract, each and sl of the other
parties shall be notified promptily, and shall have the right lo participate in the ownership of the renewal lease
by paying to the party who acquired it their several proper proportionste shares of the acquisition cost, which
shall be in proportion to the interssts held at that time by the parties in the Unit Area.

I some, but less than all, of the partiss elect to participate in the purchase of s renewal lease, it shail
be owned by the parties who elect to participate therein, in a ratio bssed upon the relationship of their respece
tive percentage of participation in the unit area to the aggregate of the percentages of participstion in the unit
ares of all parties participating in the purchase of such renewal leate. Any renewal lease in which less than
all the parties elect to participate shall not be subject to this sgresment.

Each party who participates in the purchase of a renewal lesse shall be given an assignment of ita pro-
portionate interest therein by the acquiring party.

The provisions of this section shall apply o renewai leases whether they are for the entirs interest
covered by the expiring lease or cover only s portion of itg area or an interest therein, Any renewal lease
taken before the expiration of its predecessor lease, or taken br contracted for within six (6) months after
- the expiration of the existing lease shall be subject 10 this provision; but any lease taken or contracted for
more than six (8) months after the expiration of an existing lense shall not be deemed » renewal lease and
shall not be subject to the provisions of this section.

The provisions in this section shall apply siso and in like manner to extensions of oil and gas leases.
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23. SURRENDER OF LEASES

The lesses covered by this agreement. in 30 far as they ambrace screage in the Unit Ares, shail not be

surrendered in whole or in part unless all parties consent.

However, should any party desire to surrender ita interest in sny lesse or in any portion thereof, and
other parties not agree or consent, the party desiring to surrender shall assign. without express or implied
warranty of title, all of its interest in such lease, or portion thereof, and any well, material and equipment
which may be located thereon and any rights in production thereafter secured. to the parties not desiring to
surrender it. Upon such assignment, the assigning party shall be relieved from all obligstions theresfter ac-
cruing. but not theretofore accrued, with respect to the acresge sssigned and the operation of any wall there-
on, and the assigning party shall have no further interest in the lesre assigned and its equipment snd production.
The parties assignee shall pey 1o the party amignor the reasoriable salvage value of the latier's interest in any
wells and equipment on the assigned acresge. determined in accordsnce with the provisions of Exhibit “C™.
Jess the estimated ocost of salvaging and the estimated cost of plugging and abandoning. 1If the sssignment is in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions
that the interest of each bears to the intarest of all parties assignee.

Any assignment or surrender made under this provision shall not reducs or change the assignors’ or sur-
rendering parties’ interest, as it was immediately before the assignment, in the balance of the Unit Area; and
the acreage assigned or surrendered. and subsequent operations thereon, shall not thereafter be subject to tho
terms and provisions of this agreement.

2¢. ACREAGE OR CASH CONTRIBUTIONS

If any party receives while this agreement is }n force 3 contribution of cath toward the drilling of a
well or any other operation on the Unit Area, such contribution shall be peid to the party who conducted the
drilling or other operation snd shall be applied by it against the cost of such drilling or other ”"t‘ﬁ’ﬂa ell,
the contribution be in the form of acreage, the party to whom the contribution is made shall promptly Xeexotc
an assignment of the screage, without warranty of title, 1o all parties to this agreemeant in proportion to their
interests in the Unit Area at that time, and such acreage shell become e part of the Unit Area and be governed
by all the provisions of this contract. Tach party shall promptly notify all other psrties of sll acresge or
money contributions it may obtain in support of any well or any other operstion on the Unit Area.

25. PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the suthority of Section 761(a) of the Internal Revenue Code of
1654, 10 be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitls A of
the Internal Revenue Code of 1954. If the income tax Jaws of the state or states in which the property coversd
hereby ia located contain, or msy hereafter contain, provisions similar to those contained in the Subchapter of
the Interhal Revenue Code of 1954 above referred to under which s similar election s permitied. each of the
parties agrees that such election shall be exercised. Each party authorizes and directs the Oparator to execute
such an election or elections on its bohalf and to file the election with the proper governments] office or
agency. [f requested by the Operator 30 to do, each party agrees to execute and join in such an election.

Operator shall render for ad valorem taxation all property subject to this agreement which by law
should be returned for such taxes, and it shall pay all such taxes assessed thereon before they become delin.
quent. Operuo.r shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhibit #C". )

It any tax astessment is considered unreasonsble by Operator, it may at its discretion protest such valua.
tion within the time and monner prescribed by law. and prosecute the protest to s final determination, unless
all parties agree to absndon the protest prior to final delermination. When any such protested valustion shail
have been finally determined. Operator shall pay the sssessment for the joint account, together with interest and
penalty accrued, and the totsl cost shall then be asscased againsi the parties, and be paid by them, as provided
in Exhibit “C",
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26. INSURANCE
(a) Operator shall at all times during the term of this agreemant

carry insurance to protect the parties hereto as set forth in Exhibdit
"D hereto attached and made a part hereof, and no other insurance for
the benefit of the parties in connection with operations under thie
agreement shall be carried by Operator, and no change in the insurancs
set forth in Exhidit "D" shall be made unless agreed to in writing.

(b) Operator shall require all contractors performing work under this
agreement £0 CcArry insurance as set forth in Exhibit "E attached

hereto and made & part hereof.
{ € )In the svent Automobile Public Liability Insurance is spocified in said Exiibit “D". or subsequently re-

ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such in-
surance for operstor's fully owned automotive aquipment.

17. CLAIMS8 AND LAWSUITS

If any party to this contract is sued on an alleged ceuse of action arising out of operstions on the Unit
Ares, or on an alleged cause of action involving title to xny lease or oil and gas interest subjected to this con-
traet, it shall give prompt written notice of the suit to the Operator snd all other parties.

The defense ot lawsuits shall be under the general direction of a commitiee of lawyers representing the
parties, with Operator's attorney as Chairman. Suits may be settled during litigation only with the joint eon.
sent of all parties. No charge shall be made for services performed by the staff attorneys for any of the
parties, but otherwise sll expenses incurred in the defense of suits, together with the amount paid to discharge
any final judgment, shall be considered costs of operation and shall be charged to and paid by sll parties in
propertion to their then interests in the Unit Area. Attorneys, other than staff sttorneys for the parties, shail
be employed in lawsuits involving Unit Area operations only with the consent of all partiss; if outside counsel
is employed, their fees and expenses shall be considered Unit Area expense and shall be paid by Operator and
charged to all of the parties in propertion to their then interests in the Unit Ares. The provisions of this
paragraph shall not be applied in any instance where the loss which may resuit from the suit is treated as an
individual loss rather than a joint loss under prior provisions of this agreement, and sll such xuits shall be
handled by and be the sole responsibility of the party or parties concerned.

Damage claims csused by and arising out of operstions on the Unit Ares, condueted for the joint ae-
count of all parties, shall be handled by Operator and its attorneys. the settlement of claims of this kind shall
be within the discretion of Operator so long as the amount paid in settiement of sny one claim does not exceed
one thousend ($1000.00) dollars and, if settled, the sums paid in settlement shall be charged as rxpcree to
and be paid by oll parties in proportion to their then interests in the Unit Ares.

23. FORCE MAJEURE

If any party i rendered unable, wholly or in part, by force majeure 1o ¢arry out ils obligstions under
this agreement, other than the obligation to make money payments, that party shall give to all other parties
prompt written notice of the force moejeure with reasonably full particulars concerning it: thor,eupon. the
obligations of the party giving the notice, so tar as they are‘afiected by the force majeure, shall be suspended
during, but no longer than, the continuance of the force majeure. The sffected party shall use ail possible
diligence to remove the force majeure as quickly as pomible.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require
the settlement of strikes. lockouts, or other labor difficulty by the party involved. contrary to its wishes; how
all such ditficulties shall be handled shall be entirely within the discretion of the party concerned.

The term "force majeure” as here employed shall mean an act of God, strike. lockout, or other industrial
disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gove
ernmental restraint, unavailabllity of squipment, and any other cause, whether of the kind specifically snum-
arated above or otherwise, which i not reasonably within the control of the party claiming suspension.

29. NOTICES

All notices authorized or required between the parties. and required by any of the provisions of this
agreement, shall, unless otherwise specifically pravided, be given in writing by United States mait or Western
Unlon Telegram, postage or charges prepsid, and addressed to the party to whom the notice is given at the
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sddresges listed on Exhibit “A". 'hu- originating notice to be given under any provision hereof shall be deerned
given only when received by the party 10 whom such notice is directed and the time for such party to give sny
notice in response thereto shall run from the date the originating notice is received. The second or any re-
sponsive notice rhsil be deemed given when deposited in the United Stiates matl or with the Wastern Union
Telegraph Company, with postage or charges prepaid. Each party shail have the right to change its sddress
at any time, and Irom time to time, by giving written notice thereof to all other parties.

30. OTHER CONDITIONS, IF ANY, ARE:

(8) No well ghall be drilled in cthe Unit Ares until efter title to the drilleite
lease has been examined by an stterney approved dy all parties perticipating in the
cost of the well, and the title has been spproved by ssid exsmining sttorney and the
title has been sccepted by all parties psrticipating in the costs. All costs incurred
in connection with examining titles shall be chargsd to the joint account of the perties
hereto.

(b) This Opersting Agreement is subject to all the terms and provisiens of that
certain Yarmout Agreement between John H, Trigg, et ux, and Sinclair Of{l & Gas Company,

- dated November 4, 1966 , which by reference is incorporsted herein for all
purposes.

(¢) 1In spite of sny provision to the contrery sppearing in Saction 11 hereof,
congent to the drilling of s well shall not be desemed as consent to the setting of
of casing and & completion sttempt. After any well drilled pursusnt to this agree-
ment has reached its authoriged depth, Operator shell give immediste notice to Noae
Operators., The parties recaiving such notice shell have forty-eight (48) hours
(exclusive of Saturday or Sunday or legsl holidays) in which to elect vhather or not
they desire to set casing and to participate in s completion attempt. PFailure of a
party receiving such notice so to reply within the period sbove fixed shsll constitute
sn election by that party not to participate in the cost of a completion atrampe. If
a1l of the psrties elect to plug and sbandon the well, Operetor shell plug snd abandon
ssme st the expense of all of the parties. If one or more, but less thsn all, of the
parties elect to set pipe end to sttempt s completion, the provisions of Sectiom 12
shall apply to the opesrations thereafter conducted by lass than all parties,
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This sgreement may be signed in counterpart, and shall be binding upon the parties and upon thair heirs,

#UCCeSSOrS, Tepresentaiives and assigns.

ATTEST:

SINCLAIR OIL & GQAS COMPANY

By

Vice President

Assistant Seoretary

ATTEST:

OPERATOR

ATTEST:

John H, Trigg

Pauline V. Trigg
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__Sinclair 01l & Gas Conpsny,88-0perator,.and.John. de—
T Trige. 85 wX. A% Non-Operatacr, cavering.land.ia.
__tddy County, New Mexico

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

1. GENERAL PROVISIONS

L "Jolm‘;'.::peny" shall mean the teni and personal property subject to the agreement to which this “Accounting Pro-

** 13 aitached.
?o\l‘nr: Qp:nuont" ahall mesn all operations necessary or proper for the development, operation, protection and
maintensnce of the Joint Property.
“Opersior’ shall mean the party designated to econduct the Joint Operations.
“Non-Operatars" shall mesn the nonopersting parties, whether one or more.
“Joint Acoount” shall mean the actount showing the charges and credits accruing because of the Joint Operstions
mvmamwumo byth:“hm.a‘ "

o™ shall mean tor and Non rators.
mm" shall mmmpomnd property. equipmaent or suppiiea acquired or held for uee on the Joint Property.
“Controllable Material” shall mean material which st the time is so classified in the Msterial Classification Manual
as most recently recommended by \ha Council of Petroleum Accountants Bocieties of North Americs.

3. Ceafliet with Agreement
In the wvent of & conflict between the provisions of this Accounting Procedure and the provisions of the agree-
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control

3. Collective Activa by Nea-Operetors
Whars an agresment of other action of Non-Operstors is expressly required under this Accounting Procedure
and if the agreement to which this Accounting Procedure is attsched contains no contrary provisions in regard
thareto, the agreement or action of & majority in interest of the Non-Operators shall be controlling on sli Non-
Operators.
4 Statements sod Billlop
Operstor shall bill Non~Operators on or before the last day of each month for their proportionate share of costs and
sxpenaes, for the preceding month. Such bills will be accompanied by siatements reflecting the total charges
and credits us set forth under Subparsgraph.._..Coeen. .. Dulow:
A Statament in detail of 8]l charges and credits to the Joint Account,
A. Statament of all charges and credits 1o the Joint Account, summarized by appropriste classifications Indicstive
of the nature thereod.
C. Statement of all charger and credits to the Joint Account summarized by appropriste clasificstions indicative
of the nature thereot, except that iterns of Controllable Material and unusual charges and credits shajl be detalled.

§. Payment snd Advaness by Nea-Operaters
Kach Nou-Operator shall pay its proportion of sil such bills within fifteen (18) days aftar receipt thereof. If pay-
mant is not made within such time, the unpaid balance shall besr interest at the rate of si{wt
anpum until pald. ¢ cent pe
6. Adjostments
Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correciness
thereof; provided howaver, all bills and statements rendersd to Non-Operators by Operstor during any calendar
yeoar shall conclusively be presumed to be true and correct sfter tweaty-four (34) months following the end of any
such calendar year, unless within the said twenty-four (34) month period & Non-Operator takes written excep-
tion thereto and makes claim on Operstor for adjustment. No sdjustment favorsbie to Operator shail be made
uniess it {s made within the same prescribed period. The provisions of this paragraph shail not prevent adjust.
ments resulting fram a physical inventory of the Joint Properly as provided for in Section VIL
7. Audits
A Non+Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to avdit
Operator's accounts and records relating to the accounting hersunder for any calendar year within the twenty-four
{24) monih period following the end of such calandar year; provided however, the making of an audit shail not ex-
tend the time for the laking of written exception 10 and the adjustiment of accounts as provided for in Paragraph
# of this Section 1. Whare there ars two or more Non-Operators, the Non-Operators shall make every ressonabie
gloﬂ to conduct joint or slmultaneous audits in a manner which will result In & minimum of Inconveni to
¢ Operstor, X .

) L DIRECT CHARGES
Subjoct (o Uimitations herelonllor prescribed, Operator shall charge the Jeint Account with the fellewing items:

1. Rentals and Reyalties

Delay or other rentals and royaltles when such renials snd royalties are paid by Operator for the Joint Account

of the Parties.

3 Laber .

A. Sslaries and wages of Operator's smployees directly enguged on the Joint Property in the conduct of the Joint
Operations, and saluries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.

B. Operator's cost of holiday, vacetion, sickness and disabliity benefits and other customary allowances paid to the
employess whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section 11
and Paragraph | of Section III; except that {n the cate of those employees only & pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph | of Section 111, not more than the same
pro rata portion of the bensfits and allowances herein provided for shail be charged to the Joint Account. Cost
under this Paragraph 3B may be charged on & “when and as pald basis” or by "percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of Lthis Sectien 1] and Para-
graph l.ol Bection 111. If percentage ssseasment is used, the rate shal) be based on the Operator's cost experience.

c. E;;po:;m::rg or :zmrl‘b:;lom made pursuant lo imposed by goverr 18] suthority which are ap-
plicable perator's lsbor cost of salaries and wages chargeable to i
and 2B of this Section Il and Paragraph | of Se:uonlll.‘ 0 the Joint Account under Paragraphs 24

D. Reascnable parsonai expenses of those employces whore salaries snd wages are chargeable to the Joint Aecount

under Paragraph 3A of this Section 11 snd for which e penses Lhe employ e re r by ’
naiiiiin. iy 3 ployees are reimbursed under Operatar’s
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smployee Benefits Y
2. :,"":::w, « current cost of established plans for employees' group life inturance. hospifalizatien, pension. retire-

Jent, slock purchass, Lhrifl, bonus, and other benefit plans of a like nature. applicabie to Opcrmor': labor cost; pro.
vided however. the total of such charges shall not exceed ten percent (1077) of Operator n'hbor costa chargeable
1o the Joint Account under Maragrephs 2A and 2B of this Section il and Paragrapn ¢ of Section IlI.
4. Material
Muterial purchased or furnished by Operptor for use on the Joint Property. So far »s it is reasonably practi.
cal and conmistent with efficient and cconomical operation. only such Materisl ahall he purchased for or lnnsle_rred
10 the Joint Property as may oe required for immediate use: and the sccumulation of surpius stocks shall be avoided.
§. Transpertation

Tronsportation of cmplovecs and Material necessary for the Joint Operations but subjret to the fallowing limitations:

A. If Material is moved Lo the Joint Property from the Operator's warehouse or otherrproperties, no charge shall
be msde to the Joint Account for  distance grester than the gdislance from the nearest reliable supply store or
railway receiving point where like material is svailable. except by agreement with Non-Operastors.

B. 1f surplus Masterial ia moved to Operalor's warehouse or other siorage point. no charge shali be made to ghe
Joint Account for a distance greater than the distance to the nearest relisbie supply store or raliway receiving
point, except by agreement wilth Non-Operators. No charge shail be made 10 Joint Account for moving Material
10 other properties belonging to Operator, except by agresment with Non«Qperators.

C. In the spplication of subparsgrapns A and B above, there shall be no equalization of actual gross trucking costs
of $100 or less.

§. Serviees

A. The cost of contract services and utilities procured from outside sources other than services covarsd by Pars-
graph 8 of this Section 11 snd Paragraph 2 of Section III. .

B. Use sand sarvice of equipment and facilities furnished by Operator as prowided in Psragraph 5 of Section IV.

7. Damages and Losses te Joinl Property

Ali costs ov expenses neceasary for the repair or replacement of Jaint Property made necessary becauss of damages

or losses incurred by fire, {lood, storm. thefi. sccident, or any other cause. except to the extent that the damage or

loss could have been avoided through the exercise of reasonsbie diligence on the part of Operator. Operstor shall
furnish Non-Operators written notice of damages or losses incurred as soon as practicsble afler & report thereof
has been received by Operator.

§. Legal Expense

All costs and expenses of handling. investigating and settling litigation or claims srising by reason of the Joint

Operslions or necessary to protect or recover the Joint Property. including, but not limited to, attorneys' fees.

court costs, cost of investigation or procuring evidence snd amountls paid in seitlement or satisfacuon of any

such litigation or claims: provided. (a) no charge shali be made for the services of Operator’s jegal staff or other reg-
ulavly employed personnel (such services being considered 1o be Administrative Overhead under Section III), ex-
cept by sgreement with Non-Operstors. and (b) no charge sheil be made for the fees and expenses of outside at-
torneys uniess the employment of such sttorneys is agreed to by Operator and Non-Operators.
§. Taxes .

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operstion
thereof, or the production therefrom. and which {axes hdve been paid by the Operator for the benefit of the Parties.

16. Insursnes Premiiums
Premiums paid for insursnce required (o be carrizd on the Joint Property for the protection of the Parties.

11. Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11, or in Section III,

and which is incurred by the Operator for the necessary and proper conduct of the Joint Operstions.

1. INDIRECT CHARGES
Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a
fixed rate for administrative overhesd. and plus the warehousing cherges. ail as provided for in Paragrephe i, 2, and 3 of
this Section II1 OR by combining all three of said items under the fixed rate provided for in Paragraph ¢ of this Section
111, as indicated next below:

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
{J Paragrsphs 1, 2 and 3, (Allocation of district expense plus fixed rate for administrative overhead plus
warehousing.)
@ Paragraph 4. (Combined fixed rate)
1. Distriet Expense

Operator shall charge the Joint Account with a pro rata portion of the saleries, wages and expenses of Operator's
production superintendent and other employees serving the Joint Property and other properties of the Operator in
the same operating ares. whose time is not allocated directly 1o the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator's .. .
office locuted al OF NEBF ... ..o it i oo (OF 8 COMPaTable office if location changed), and neces-
sary sub-offices (if any). maintsined for the convenience of the above-described office. and sll necessary camps,
tncluding housing facilities for employees if required. used In connaction with the operations of the Joint Property
and other properties in the same operating srea. The expense of, less any revenue from, such facilities may, at the
option of Operator. include depreciation of Investment or & fair monthly rents) in lieu of depreciation. Such
chq::_n shall be apportioned to all properties served on some equitable basis consistent with Operator's accounting
practice.

2. Administrative Overhead
Operator shali charge administrative overhead to the Joint Account at the following rates, which charge shall be in
Heu of the cost and expense of all offices of the Operater not coverad by Paragraph 1 of this Seetion Il including
salaries. wages and expenses of personnel assignad to such offices. Such charges shall be in addition to the salanies,
;\u::; ‘-nc: ;xp"n.¢=10f employees of Operator authorized o be charged as direct charges as provided in Paragraphs
[} of Section li. .

WELL BASIS (RATE PER WELL PER MONTH)

FRODUCING WiLL RATL

PRILLING WELL RATE » i
o et e ps {Vse Curreat Praducing Depin) ——
Well Bapth [ Plese Slve Mease Bive Over Tan

Tha cost and expense of services from outside sources in connection with matters of taxation. traffle, sccounting, or
matiers before or involving governmental agencies shall be considered as included in the overhead rates provided for iz
this Paragraph 2 of Section III. unless such cost and expense are sgreed upon between Operstor and Non-Operators
a# & divect charge to the Joint Account.
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3. Operstar’'s Fully Owned Warehouse Opersiing and Maintenanee ‘nee
) ( Describe fully the sgreed procedure o w fatlawed by the Opera.

, Cembined Fixed Rates ) .
! gpmwr shail charge (he Joint Account f{or the services covered by Paragraph 1. 2 and 3 of this Section II], the

tollowing fixed per weil rates:
WELL BASIS (RATF PER WELL PFR MONTH)

PRODVCING WILL RATE

SAILLING WELL RATE (Use Cusrani Praduting Depthi
1Ure Toral Depthi AR Walle
Well Doptn Sach Woll fint Shve Ment Bive Over Ten
0’ - 4,000’ $ 425 § 85 § 75 § 65
4,000' - 8,000' 550 108 95 85
8,000' -12,000' 650 125 115 105
Below 1 ¢ 140 130 120

2,000 750 )
Said fixed rate jabedil (shall not) include saiaries and expenses of production foremen.

tication of Administrative Overhesd or Cembined Fixed Ratus )
. J'l“!'::mllowim iimitations, instructions and charges shall u;;;;y in the apvlication of the per well rates as provided
under either Parsgraph 3 or Paragraph 4 of this Section JlI:

A'.‘dChnr:n for dr’lu:. whails shsil begin on Lhe date each well is spudded and terminate on the date the drilling or
compietion rig is relassed, whichever is later, except that no charge shall be mads during the suspension of
drilling operstions for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Producing gas weils, Injection wells for recovery opersiions. water supply wells utilized for water flooding

operations snd salt water disposal weiis shall be considered the same us producing wells.
Wells permansntly shut down but on which plugging operations are deferred shall be dropped {rom the
weil schedule at the time the shutdown is effacted. When such a well la plugged a charge shall be made
at the producing well rates.
(3) Walls being piugged back, dri)led deeper, converted 1o & source or input well, or which sre undergoing any
type of workover that requires the use of a drilling or warkover rig shall be considered the same a2 drilling
wells.
Temporarily shut-down wells, which are not produced or worked upon for » period of a full eslendar month,
shall not be included in the weil schedule, provided however, wells shut 1n by governmental regulatory
body shall be inciuded in the well schedule only in the event the siiowable production is transferred to some
other wall or wells on the Joint Property. In the avent of & unil allowabls, all wells capabls of producing
wiil be counted in determining the charge.
Gas wells shall be included in the well schedule it directly connected to & permanent ssles outiet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowsd production.

(8) Wellis compieted in multiple horizons, in which the production {s not commingied down hols, shall be con.

tidered a3 a producing well for each separately producing horizon,

C. The wall rates shail apply {0 the total number of wells deing drilied or operaied under the sgreement to which

this Accounting Procedure i3 altsched, irrespective of individual jeases.
D. The well rates shall be adjusted on the first day of April of each yesr foliowing the effective date of the sgree-
ment to which this Accounting Procedurs is attached. The adjustiment shall be computed by multiplying the
rate currently in use by the percentage increass or decreass in the average weekiy earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
‘““The lndex of Average Weskly Earnings of Crude Petroleum and Qas Production Workers" as published by the
United Statas Department of Labor, Buresu of Labor Stetistics. The sdjusted rates sheil be the rates currently
in use, plus or minus the computed sdjusiment.

% I8 Ls speaifically wndetatood that the above ovechond retas syply enly to drilling snd eredusing spetations sud
ore aet intended te covar the constewation ot oparstion of sdi(tlenst frctifties such as, but wet lleited Lo,
goseline plants, compretser plonts, repressuring prejects, salt vater dlsposal teeiliting, and stmties inateile-
tlens. LI Ak any time suy wr all of these become nocestary ts the speration, § sepsrats agrenmat will de
esached telative ¥o da ovorieed shergs ond nllocstion of dlstrice snpenve, o .

ot
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1. “ITie specitic rates provided (or in this Seciion (il may be amended from time to time by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.
IV. BABSIS OF CHARGES TO JOINT ACCOUNT
Subject to the further provisions of this Section 1V, Operstor will-procure all Materia) and services for the Joint Prop-
.?"P A:hthe Operator's option, Non-Operator may supply Material or services for the Joint Property.
. Purchases
Material purchased and service procured shall be charged at the price paid by Operator after deduction of ail dis-
counts actually recelived.
2. Materisl furnished fram Operator's Warehouse or Other Propertida
A. New Material (Condition “A")
(1) Tubular goods, \wo inch (2”) and over, shall be priced on Eastern Mill base (1. &. Youngstown, Ohjo; Lorain,
Ohio; and Indiana Harbor, Indisna) on s minimum carioad basis effective at dale of movement and f. 0. b.
railway receiving point nearest the Joint Property, regardiess of quantity. In equalized hauling cherges,
Operstor Is permitied 10 include ten cents (10¢) per hundred-weight on all tubular goods furnished {rom
his stocks in illeu of loading and unloading costs sustsined.
(3) Other Material shall ba priced at the current replacement cost of the same kind of Materisl, effective at date
- of movement and {. 0. b. the supply store or rallway recelving point nearwst the Joint Property whers
Material of the ssme kind is available.
(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for {n this Para-
‘graph 2 of Section 1V.
B. Used Material (Condilion “B" gnd "C") -
(1) Materisl in sound and servicesble condition snd suitable for reuse without reconditioning. shall be classified
as Condition “B" and priced at seventy-five per cent (73%) of the current price of new Material.
{3) Material which cannot be classifled as Condition "B" but which,
{8) After reconditioning will be further serviceadle for original function st good secondhand Material
{Conditien “B"), or
{b) Is serviceable for orig..sl function but substantially not suitable for reconditioning, shall be classifi-
ed a¢ Condition “'C” and priced st fifly per ceat (50%) of current new price.
(3) Obsolets Materiz) or Material which cannot be classified as Condition “B” or Condition “C" shall be priced
st & value commensurate with its use. Material no longer suitable for its originsl purpose but usable for
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»0Me viher PUrpose, Shaii ve piiced ON a Dasls comparable witn tngl ot items normany used for suen etner

purpose.
(4) Material involving erection conts shall be charged st applicable percentage of the current knocked+down

orice of nevcidatesial.
PROH URLRRICKS s

l!\r:e::::r':n‘t:r:ul and seuipmant sta not teedily ohtainabln st the austomnry supply point and st pricos spoeified
i Us\o a:n"'::dh: ol this Soction ILI bresusa of nattonal omorgancien, strikes ar other unuswal coumos ovar
e LR opoveter b : n:‘etmtrcl, the Opocator mny charge the jnint secount for tha requived macerinis on the
e m.“ 1: :° t;“: cost and e'xpnnnn tneureed in procuring osuch materisis, in mnking {t suitable for
“..‘:“ o Hon-Op:gato i t: ocation, pravidad, howover, that at loast ten dayr prior notice (n wvriting ts lfur-
Tadloe ooty ull'd : e propo:nd action to bo takon by Oparator {n obtaining or aupnlying the macerisl
/o “.“t:n - n“ :r undar the provinions of this puroseaph, wherenpon Non-Operator shalt have ghe risht
g Kiod tor ;\: :”Mn:t .7 :: Onerator within sueh ten days afeor veceiving notice from the Opavator, to furnish
.:“"“,”‘" wlthtnv: :. '] ::r:::n may agrea, at the lonacinn, nearest rnilway receiving poinc, or Oparstor's
e viatn :I\‘:‘". a dlstnnce, all or pact of his sharo of materisl and/or equipment suitsble for
ront ot Tl :ha ' wﬂator.l Trnnlmt:nuan casts on any euch matertsl Furnished by Mon=Opsrator, ot any
P m.o’"':a::on. :m 1 be borns by sueh Hon-Qpaerstor, 1If, pursusnt to the provistons of this
cee O’n"ntor e 1 4 mt; “ :«tartnl sndfor equipment in kind, sppropriste adjustments of sccounts be-
olpaant vovitos oo .::::or she ¢ made, Opcrator apreas to scquire tho necessary short supphies and .
iy e e € operAtions upom the jointly owned premiscs sne to charge the joint sceouat tharefer
provided walese Io-y-Opcutn tloets to supply sll or part of swma within tha speaified pariod of time.

¢ wes wew@mAar s v eme mo g st

ageinst Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing it °
performed by outside service laboratories. Rates for trucks, tractors and weil service units may include wages
and sxpenses of operstor.
B. Whenaver requested, Operator shall inform Non-Operators in advance of the rates it proposes to eharge.
C. Rates ahail be revised and adjusted from time to time when found to ba either sxcesslve or insufliclent.
V. DISPOSAL OF MATERIAL
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A" or “B" Material The disposition of surplus Conirollable Material. not purchased by Oparator. shsll be subject
to agresment between Operator and Non-Operstors, provided Oparstor shall dispese of normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.
1. Material Purchased by the Opsrator er Non-Operators
Material purchased by either the Operator or Non-Operators shall be cradited by the Operater to the Joint Account
for the month in which the Material is removed by the purchaser.
2. Divisien in Kind
Division of Material in kind, if made between Oparator and Non-Operators, shall be in proportion to the respective
Interests in such Materiai. The Parties will thereupon be charged individually with the vslue of the Matsrisl re-
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations.
3. Sales te Outsiders
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount ocollscted by Operator from vendee. Any chim by vendee related to such sale shall be charged back to the
Jolnt Account if and when paid by Operator.

V1. RASIS OF PRICING MATERIAL TRANSFEREFED FROM JOINT ACCOUNT
Materisl purchased by either Operntor or Non-Operators or divided in kind, uniess otherwise agreed te between
Operator and Non-Operaters shall be priced on the follswing basiss :
1. New Price Defined Y
New price as used in this Section VI shall be the price specified for New Material in Section IV,
2. New Material :
New Material (Condition *A"), being new Material procured for the Joint Property but never used, st one hundred
per cent (100%) of current new price (plus sales tax 1f any).
3. Good Used Material
Good used Material (Condition “B"), being used Matarial in sound snd serviceable condition, suitable for reuse
without reconditioning:
A. At seventy-five per cent (75%) of current new price if Material wss charged to Joint Account as new, or
B. At sixty-five per cont (65%) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (75%) of new price.
4. Other Used Material
Used Material (Condition “C"), st fifty per cent (509 ) of current new price, being used Material which:
A. Is not in sound and serviceable condition but suftable for reuse after reconditioning, or
B. 12 serviceable for original function but not suitable for reconditioning.
S. Bad-Order Material .
Material {Condition “D™), no longer suitable for its original purposs without excessive repair cost but usable for
some other purpose at 8 price comparable with that of items normaily used for such other purpose.
Junk Materisi .
Junk Material (Condltion “E"), being obsolete and scrap Material, at prevsiling prices.
7. Temporarily Used Material
When the use of Msterial Is temporary and its service to the Joint Property does not Justify the reduction in price ss
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on s basin that will leave a net charge
to the Joint Account .comhtcn! with the value of the service rendered.

VII. INVENTORIES
The Operstor shall maintain detailed records of Materisl generally considered controllable by the Industry.

1. Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
sl] such Material as is ordinarily. considered controllable. 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 repre-
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind None
C:‘béu!'ors to accept the inventory taken by Operstor, who shall in that event furnish Non-Operators with a copy
thereof.

2. Reconcilistion and Adjustmant of Inventories
Reconciliation of inventory with charges to the Joint Account shali be made. and a list of oversges and shortages
shall be jomtly determined by Oparstor and Nen-Operaters. Inventory adjustments shsll be made by Operator
with the Joint Account for everages and shortzges, but Operator 1hall be held accountable to Noen-Operstor only
for shortages due to lack of reasonable diligence.

3. Special Inventories
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall be
the duty of the party selling to notity all other Partles as quickly ss possible after the transter of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.
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ASSIGNMENT OF QPERATING RIGHTS

KNOW ALL MEN BY THESE PRESENTS:

That the undersigned, JOHN H. TRIOC and wife, PAULINE V.
TRIGQ, Assignor, for and in consideration of the sum of TEN DOL-
LARS, cash in hand paid, the receipt and sufficiency of which 1is
hereby acknowledged, do hereby transfer, sell, convey and assign
unto SINCLAIR OIL . CORPORATION,. Assignee, an undivided 50% in-
" tereet in and to the exclusive right and privilege of opersting,
testing and developing the premises for oil, gas, casinghead gzs
and other hydrocarbon minerals and in and to 21l the rights and
privileges granted toc Lesses under the terms thereof, and in the
event of discovery and production of such minerals, the ownership
of production therefrom, covered by the following deacribded coil
and ga&s lease:

Serial Number: LC 060122

Dated: April 1, 1948

Lesaor: . United States of America
lessee: . John Tedrowe Bonner

Land Covered: (Among other lands not included
e ) herein) the minerals at the depth
and strata in land located in
- Eddy County, New Mexioco, and
desoribed as:

Townahip 18 South, Range 27 East, N.M.P.M,
N/2 of Section 27

containing 320 acres, more or less, down to and
including the depth of 10,035 feet from the surface.

Overriding Royalty: 6.25%

together with & like interest in all personal property thereon
or pertinent thereto or used or obtained in connection therswith
and subject, however, to a like proportionate part of the basic
royalty and subject to a like proportionate part of the abvove
menticned overriding royalty.

The above descrided oill and gas lease is aubject to the Op-
erating Agreement covering the above described land, by and between
John H. Trigg and wife, Pauline V. Trigg and Sinclair 011 Corporation.

Assignor shall promptly furnisn to Assignee copies of all
notices or other communications received from the Department of
the Interior or any representative or officlal thereof pertaining
to said oil and gas lease and shall upon request of Assignee make
application for any extension or renewal of said oil and gas lease
to the-lands covered by this agreement whese such renewal or ex-
tenslon is allowed or permitted by law or rezulation, and upon
request of Assignee, make application for any drilling, rental,
royalty or other relief viith respect to the lands covered by this
assiznment which to Assignee may he deemed proper and Assignee
shall pay or reimburse Assignor for Assignee's proportionate part
of all expenses in connection therewith, insofar as the same cover
and affect the lands covered by this assigznmant. Assignor herasdy
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does give and grant to Assignee full power and authority to do and
perform every act and thing, not otherwise expressly provided for
herein, necessary or required to be done or performed by Assignor
in connection with said oil and gas lease insofar as same covers
and affects the lands covered by this assignment.

In the event that Assignor shall desire to surrender or re-

linquisn said lease insofar as it covers those depths and strata

and any mineral or minerals in the lands first above described and
. retained by Assignor, or any part thereof, Assignor shall execute
and deliver to Assignee a2 proper assignment of said oil and gas
lease insofar as it covers the aforementioned premises, or such
portion thereof as Assignor may desire to surrender or relinquish.
Assignee agrees to accept such asaignment, and immediately file

the same for approval along with necessary proof of its qualifica-
tions to hold a Federal leass in accordance with the regulations

of the Department of the Interior, and to furnish Assignor with a
copy of the qualification papers 8o filed. After approval of said
asgignment by the Department of the Interior, Assignor shall be re-
lieved of their duty to pay rentals and/or minimum royalties as here-
inafter provided, which are apportionable to the land covered by
such assignment; and thereafter the premises sc assigned to Assignee
shall be free and clear of the tarms of this sssignment.

Assignor shall pay all rentals and/or minimum royalties whioh
may become due and payable under the terme of said oil and gas
lease hereinabove described with respect to the land covered here-
by, and Asaignee, in proportion to 4its ownership, shall reimburse
Assignor for one-half of all such rentals and/or minimum royalties.
paid; provided, however, that Assignor shell not be liable for in-
advertent failure to pay such rentals and/or minimum royalties.

All of the parties hereto shall be entitled to any benefits
or credits or minimum royalty payments, as provided for inmid
lease, on sccount of the produstion of oil, zas, casinghead gas
and other hydrocarbon minerals upon any part of the land described
in said lease whether the same be on account of the production of
said products from the land retained by Assignor.and excepted from
the operation of this assiznmen: or upon the land, or any part there-
of, covered by this assignment. :

EXECUTED as of March 7

ASSIGNOR . -—
Effective March 4, 1669, Sinelair OL1 Corporation, a New York
corporation, was merged into Atlantic Richfield Canpany, a Pennayl-
vania corporaticn, and all interests of the merged company in the
within-essignment and any antecedent agreements by operation of law
vested in, and all obligations imposed on the merged company by the
within essignment and any antecedent agreemesnts were assumed by
Atlantic Richfield Compsny. For this reeson the within assignmant
8-being paxecuted gy Atlantic Richfield Company, this 24¥ day of
4 > 1969. .

“rvay

ATTANTIC RICHFIELD COMPANYt i

L 2L

Its Attorney-in-Fact {
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e lf

ASSIGNEE
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STATE OF _ NEW MEXICO i
~ COUNTY OF  CRAVES

The foragoing instrument was acknowledged before me this
7th  day of Mareh , 1969, by JOHN H. TRIGG and

wife, PAULINE V. TRIGG.
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THE STATE OF TEXAS )
COUNTY OF MIDLAND . )(

The foregol instrument was acknowledged before me th‘i_‘_sﬂ.,___\
T TR AT E e g WS T B A gl R N

ﬁﬁ —}.‘

i
‘1‘3@'33
. 3

o -
A M

Pennsylvania corporation.
: Zg/éw/

My commigsion expires
June 1, 1969.
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MODEL FORM OPERATING AGREEMENT —-1956
' RALL Federal Lands

OPERATING AGREEMENT =
DATED

199,
EFFECTIVE AS OF MARGH 7, 1567

FOR UNIT AREA IN TOWNSHIP. _18 South..., RANGE .27 East, N M P M

EDDY COUNTY, STATE OF...__NEW MEXICO .

AMERICAN ASSOCIATION OF PETROLEUM LANOMEN
ASPROVED SORM. AAPL NO. 810
MAY BB ORDERED DIRECTLY FAOM THE PUBLISHIR
ROSS - MARTIN COMPANY, B8OX 800, TULSA 7410}
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OPERATING AGREEMENT
EFFECTIVE AS OF MARCH 7, 1§47
THIS AGREEMENT, entered into thia day of 19.59_. betweon

SINCIAIR QTI, CORPORATION
hereafter designated as “Operator”, and the signatory parties other than Operator.

WITNESSETH, THAT:

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if 50 indicated,
unieased mineral interests in the tracts of land described in Exhibit “A”, and all parties have reached an
sgreement to explore and develop these leases and interests for oil snd gas to the extent and as hereinsfter
provided:

NOW, THEREFORE, it is agreed as follows:

1. DEFINITIONS
As used in this agreement, the following words and terms shall have the meanings here ascribed to

(1) The words “party” and “"parties” shall always mesn a Iﬁarty. or parties, to this agreement.

(3) The parties to this agreement shall always be reforred to as “it" or “they”, whether the parties be cor-
porate bodies, partnerships, associations, or persons reanl,

(2) The term “oil and gas” shail include ofl, ges, casinghead gas, gas condensate, and all other liquid or gase-
ous hydroocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.

(4) The term “ofl and gas intetests” shall mean unieased lee and mineral interests In tracts of land lying
within the Unit Ares which are owned by parties to this agreement.

(8) The term *“Unit Area” shall refer to and ineclude all of the Jands, oil and gas leasshold interests and oil
and gas interests intended to be developed and operated for oll and gas purposes under this agresment.
Such lands, il and gsa leasehold lnumu‘.n'd oil and gas interests are dascribed in Exhibit “A”.

(6) 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, & drilling
unit shall be the drilling unit as established by the pattern of drilling in the Unit Ares or as fixed by sx-
press agreemeant of the parties.

(7) AX exhibits attached to this agresment are made a part of the contract as fully as though copled in full

. in tha contract. .

(8) The words “equipment” and “materials” as used here are synonymous and shail mean and include sil
ofl field supplies and personal property acquired for use in the Unit Area. )

2. T R-BMAMNABPION, LOSS OF LEASES AND OIL AND GAS INTERESTS
AriBitie-Rramination:
Tach-party—oihar-than-Opesatorshall-promptiy submit

recent date, together with sll title papers in its possession covering lesses and oil and gas interests wh

ties by Operator’s sttorneys. -t
Operator shall promptiy submit abstracts certified from beginning to rece

papers In its possession covering leases and oil and gas interests which it
for axamination by the latter's

attorney for the benefit of all parties.

All title examinations shall be made without ¢ s. Each examining attorney shsll prepare & com-
plets title report on each sepsrate tract based n the abstract record and title papers submitted to him. Each
title report shall contsin a list of fes ow and their interests, shall state tha attorney's opinion eoncerning
validity of their interests, and shyl¥Zontain an anumaration and descripiion of titie defects, If any, & report up-
£ suits, and judgments, and unrelcased oll and gas leates, and & list of require-

on mortgages, taxes, pend
ch the cxnmlmr'i‘-‘pproval of title to the leasc or of] and gas interest Is contingent, The
title report s also contain a spocific description of the oll and gas lease being subjected to this contrect,
atement of its form, term (which will be satisfactory if It has a peimary term expiring not soonor

P Y omount-ol-tomaltu ctailus ol delousoataloa 1 and deilling
T Cas tal Lt iR g

— —

“Joint Loss"
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’ sxamining attorneys concerning its leases and inte

yoy —OPY-—i-

of each supplemental opinion, and of all {inal opinions, shall be sent promptly to esch party. The o
the examining attorney concerning the validity of the title to each ol and gas interest and eac
amount of interest covered thercby shall be binding and conclusive on the parties, but acceptability of
leases a1 to primary term, roysity provisions, drilling obligations, and special b ns, shall be a matter for

approvtl and acceptance by an authorized representative of esch party.

All title examinations shall be made, and title reports sub , within a period of _______days atter the
submission of abstracts angd title papers. Each party shs §ood falth, try to satisfy the requiremants of the
8. and each shall have ¢ period of_________ days from
receipt of title report for this purpose. If thaftle to any lease, or ofl and gas interest, is finslly rejected by
the examining stiorney, all parties sl then be asked to state in writing whether they will waive the title
defects and accept the leases o srests, or whether they will stand en the attorney's opinion. If one or more
parties refuse to waive defects, this agreement shall, in that case, be terminated and sbandoned, and all
abstracts and title pepers shall be returned to their senders. If all titles are spproved by the examining at-
torneys, or accepted by all parties, and {f all leascs sre accepted a3 to primary terms, roysity provisions,
obligations and special burdens, all subsequent provisions of this sgreement shail become operstive
~dBd-tho-pasties—sheil-p d-to-tholipasd ACE-28-thassrs-haseinaitesstated.

B. Fallure of Title:

After all titles are spproved or accapted, any defects of title that may develop shall ba the joint re-
sponsibility of all parties and, if a title Joss occurs, it shall be the loss of all parties, with each bearing its pro-
portionate pert of the luss and of any llabilities incurred in the loss. If such a loss eccurs, there shall be no
change in, or adjustment of, the Interests of the parties in the remsining portion of the Unit Area.

C. Loss of Leases Fer Other Than Title Fallure:

If any lease or interest subject to this agreement be lost through failure to develop or beczuss express
or implied covenants have not been performed, or i? any leass be permitted to expiis at the end of its primary
tarm and not be renewed or extended, the loss shall not ba considered a failure of title and all such Josses shall
be joint losses and shall be botne by all partiss In proportion to their interests and there shall bs no readjust.
ment of interests In the remaining portion of the Unlt Ares.

3. UNLEASED OIL AND GAS INTERESTS

If any party owns sn unleased ofl and gas intorest in .t.he Unit Ares, that Interest shall be treated for
the purposs of this agresment as if it were & leased Interest under the form of oli and gas lesse aitached as
Exhibit “B" and l'or'tha primary term therein stated. As to such interests, the owner shall receive royaity en
production as prescribed In the form of oil and gas lease attached hereto as Exhibjt “B". Such pasty shall,
howaver, be subject to all of the provisions of this agreement refating to lessees, to the extent that it owns
the lessee interest, .

4. INTERESTS OF PARTIES

Exhibit “A" lsts all of the pacties, and their respactive percentage or fractional (nterests under thia
agreement. Unless changed by othor provisions, all costs and Mabtilities Incurred in operations under this con-
tract shall be borne and pald, and all cquipment and material acquired in cpernugns on the Unit Area shall be
owned, by the parties as thelr Interests are given in Exhibit A"/ lﬁlegr%&?ctioﬁ of oil and gas from the
Unit Ares, subject to the payment of lessor's royalties, shall also be owned by the parties in the same mannor.

—3 -
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1 any oil and gas lease covered by this agreement is subject to an overriding royaity, production pay-
ment, or other charge over and above the usual one-eighth (%) royalty, the party ¢ontributing that Jease shall
asssume and alone bear all such excess obligations and shall account for them to the owners thereof out of its

share of the working interest production of the Unlt Area.

§. OPERATOR OF UNIT

—_——— Sinclair 011 Corporation shall be the Operator of

the Unit Ares, and shall conduct and direct and have full control of all operations on the Unit Ares as per-
mitted and required by, and within the limits of, this agresement. It shall conduct al] such operations in a good

and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustained,
or lisbilities incurred, except such as may result from gross negligence or from bresch of the provisions of

this agreement.

§. EMPLOYEES
The number of employees and their gelection, and the hours of labor and the compensation for sarvices
performed, shall be determined by Operator. All employees shall be the employess of Operater.,
) 1. TEST WELL
On or before the day of 19 Opserator shall commence the drill.
ing of a wall for oil and gas in the following location: :

NONE
and shal! thereafter continue the drilling of the well with due diligence to

unless granite or other practically impenetrable substance is tered st a lesser depth or unless all parties
agree 10 complete the wall at s lesser depth.

Oparator shall meke reasonable tests of all formations encountersd during drilling which give indieas
tion of containing ol and gas in quantities sufficient to test, unless this sgreement shall be limited in its ap-
plication to a specific formation or formations, in which svent Operator shsll be required to test only the
formation or formations to which this agreement may apply.

If in Operator's judgment the well will not producs oil or gas in paying quantities, and it wishes to
plug and abandon the test as & dry hole, it shall first secure the consant of all parties to the plugging, and the
well shall then be plugged and abandoned as promptly as possible.

8, COSTS AND EXPENSES
Except as hesein otherwlse specifically provided, Operator shall promptiy pay and discharge all costs
and expenses incurred in the development and operation of the Unit Area pursuant to this agresment snd shall
charge each of the partles hereto with their respective propo}tlonato shares upon the cost and expense basis
provided In the Accounting Procedure attached hersto snd marked Exhibit “C". If any provision of Exe
bibit “C" should be inconsistent with any provision contained In the body of this agraement, the provisions in
the body of this agreement shall pravail

Operator, at its election, shsll have the right from time to time to demand and recelve from the other
parties payment In advahcs of their respective shares of the estimated amount of the costs t6 be Incurred in
operations hereunder during the next succeeding month, which right may be exarcised only by submission to
esch such party ot an itemized statement of such estimated costs, together with an involce for its share theres
of. Each such statement and involee for the payment in advance of estimated costs shall be submitted on or
- .before the 20th day of the next preceding month. Each party shall pay to Operator its propertionate shars of
such estimate within fifteen (15) days after such estimate and invoice is roccived. 1 any party falls to pay its
share of sald estimate within snid time, the amount due shall bear Intcrest at the u&iﬁnwﬁﬂuﬁﬁc&?t
annum until paid. Proper adjusiment shall be made monthly between advances and actual cost, to the end
thet each party shall bear and pay its proportionate share ord actual costs ineurred, and no more,

—_3—
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9. OPERATOR'S LIEN

Operator is given a first and preferred llen on the interest of each party covered by this contract, and
in each party's interest in oil and gas produced and the proceeds thereo!, and upen esch party's interest in ma-

terial and equipment, to secure the payment of ail sums due from each such party 1o Operator,
In the event any party falls to pay any amount owing by it to Operator as ita share of such costs and
expense or such advance estimate within the time limited for payment th-roof. Oparator, without prejudice to
'\‘, other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas,
the proceeds secruing to the working interest or interests in the Unit Ares of the delinquent party up to the
N ’ amount owing by such party, snd each purchaser of oil or gan is authorized to rely upon Operator's statement

N, as to the amount owing by such party.

In the event of the neglect or fallure of any non-operating party to promptly pay its proportionate part
of the cost and expense of dsvelopment and operation when due, the other non-operating parties and Operator,
within thirty (30) days after the rendition of statements therofor by Operator, shall proportionatsly contribute
to the payment of such delinquent indebtedness and the non-operating parties so contributing shall be entitled

\ . to the sams lien rights ss are granted to Operator in this section. Upon the payment by such delinquent or
\ defaulting party to Operstor of any amount or amounts on such delinquent indebtednaess, or upon any recovery
\ on behalf of the non-operating parties under the lien conferred above, the amount or amounts 8o peid or re-
covered shall be distributed and pulé by Operator to the other non-operating parties and Operator propor.

\ tionately in accordance with the contributions tharetofore made by them.

\ ‘ 10. TERM OF AGREEMENT ‘

! This agreement shall ramain in full force and effect for as long as any of the oll and gas leases subjected
to this agreement remrin or are continuad in foree as to any part of the Unit Area. whether by production, ex-
tension, renewal or otherwise: provided, however, that in the event the first well drilled hereunder resuits in
8 dry hole snd no other well [s producing oil or gas in psying quantities from the Unit Ares, then at the end
of ninety (90) dsys after abandonment of the first tast well, this sgreement shall terminsts unless one or
more of the partiss are then engaged in drilling a well or wells pursuant to Section 13 hereof, or all parties
have agreed to drill an sdditional well or walls under this agreement, in which svent this sgreement shall con-
tinue In force until such well or wells shall have been drilled and completed. If preduction results there-
from this agreement shall continue in force theresfter as if sdid first test well had been productive in paying
quantities, but if preduction in paying quantities does not result therefrom this sgreement shall terminate
at the end of ninety (90) days after abandonmant of such well or wells. It is agreed, howsver, that the term-
ination of this agreement shall not relleve any party hereto from sny Hability which has acerued or attached

prior to the date of such termination. ’

11. LIMITATION ON EXPENDITURES
Without the consent of sl parties: (a) No well shall be drilled on the Unit Area except any well ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agreement, it being understood that the consent to the drilling of a well shall include consent to all
necessary expenditures in the drilling, testing, completing, and equipping of the well, including necessary
tanksge; (b) No wall shall be reworked, plugged back of deepened except & well reworked, plugged back or
deepened pursuant to the provisions of Section 12 of this n.r'nmmt. {t being understood that the consent to
the reworking, plugging back or deepening of a well shall Include consent to sll necessary expenditures in
conducting fuch operations and ‘eomphtlng"lnd equipping of seid well to produce, including necessary tanks
age; (c) Operator shall not undertake any single project reasonably estimated to require sn expenditure in
- excess otFive Thousande---wwcceow--cworoooooanaoomo ==== Dollars ($.2:000.00 )
except in connection with a well the drilling, reworking, decpening, or plugging back of which has been pre-
4_\(.Ioully authorized by or pursuant to this ;éreemont; provided, however, that In case of explosion, fire, flood, -

or other sudden emergency, whether of the same or different nature, Operator may take such steps snd {ncur

such expenses as in its oplnion sre required to deal with the emergency and to sofcguard life snd proporty,
but Oporator shall, as promptly as possible, report the amergency 1o the other parties. Operator shall, upon

requost, furnish copies of itz “Authorily for Expenditures” for any single project costing in exe
cesi of §_2,500.00

- #S¢e Section 31{c¢) for additional ;r"o_v'ision.
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12. OPERATIONS BY LESS THAN ALL PARTIES

If all the parties cannot mutually agree upon the driliing of any well on the Unlt Area other than the
test well provided for in Section 7, or upon the reworking, deepening or plugging dack of & dry hole drilled
st the joint expense of sl parties or 3 well jointly owned by all the parties and not then producing In paying
quantities on the Unit Area. any party or parties wishing to driil, rework, deepen or plug back such a well
may give the other parties written notice of the proposed operation, specifying the work to be performed,
the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv.
ing such a notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where
a drilling rig is on locatign, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-
dly,{onglﬂa" rl‘c‘e’%ﬂ?‘&i notice within which to notify the parties wishing to do the work whether they slect
to participste in the cost of the proposed operation. Fallure of a party receiving such a notice to so reply to
it within the period sbove fixed shall constitute sn election by that party not to participate in the cost of the
proposad operation,

If any party receiving such a notice elects not to participate in the proposed operation (such paﬂy. or
parties being hereafter referred to as “Non-Consenting Party"), then in order 1o be antitled to the benefits
of this section, the party or parties giving the notice and such other parties as shall elect to participate in the
operation (all such parties being hereafter reforred to ss the “Consenting Parties’) shall, within thirty (30)
days after the expiration of the notice period of thirty (30) days (or ss promptly ss possible after the expire
ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commenes work
on the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the
proportions that their rup&tlvo interests as shown in Exhibit “A” bear to the total interests of all Consenting
"Parties. Consenting Parties shall keep the lessehold ntnm‘ involved in such operations free and clear of all
liens and encumbrances of svery kind crsated by or arising from the opersti of the C ting Parties. If
such an operation results {n a dry hole, the Consenting Purties shall plug and sbandon the weil st their sole
cost, risk and expense. If any well drilled, reworked, deepaned or plugged dack under the provisions of this
section results in & producer of oil and/or gas in paying guantities. the Consenting Parties shall complete snd
oquip the well to produce at their sole cost and risk, 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 Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Partles
in accordance with the provislons of this section, ssch Non-Consenting Party shall be deemed to heve reline
quished to Consenting Partles, snd the Consenting Parties shall own and be entitled to receive, in proportion
to their respective interests, sll of such Non-Consenting Party’s Interest in the well, its leasehold operating
rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro-
duction taxes, royaity, overriding royalty and other interesis paysble out of or measured by the produetion
from such well accruing with respect (o such interest until [t reverts) shall ;quul the total of the {following:

(A) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including, but not limited to, stock tanks, separstors, treaters,
pumping squipment snd piping), plus 100 of cach such Norn-Consenting Party's share of the cest of
operation of the well commencing with first production and continuing until each such Non-Consenting
Party's relinquished interest shall revert to it under other pi‘ovhlom of this section, it being sgreed that
each Nén-Conunllnc Party's share of such costs and equipment will be that interest which would have
been chargeable to each Non-Consenting Party had it participated in the well from the beginning of

the operation; and

7 (B) 200% of that portion of the costs and expenses of drilling, reworking, decpening or plugging baek,

testing and completing, after dcducting any cash contributions received under Section 23, and 2009,
of that portion of the cost of newly acquired cquipment in the well (to and Including the wellhead
connections), which would have been chargeable to such Non-Consenting Party if it had participatled
therein.

—_—



A.A.PL. FORM 610

In the cass of any reworking, plugging back or deeper drilling operation, the Consenting Parties shail
be parmitted to use, free of cost, »ll casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remsin unchanged; and upon sbandonment of s well after such reworking, plugging
back or deeper drilling, the Consenting Parties shall account for all such equipment to the owners thereof,

with each party receiving its proportionate part In kind or in valve

Within sixty (d0) days sfter the completion of any operation under this section, the party conducting
the operations for the Consenting Parties ;hall furnish esch Non-Consenting Party with an inventory of
the equipment in and connected to the well, and sn itemized statement of the cost of drilling, deepening.
plugging back, testing, compileting, snd equipping the well for production: or, st its op_tion. the operating
party, in lisu of an itemized statement of such costs of operntion, may submit s detsiled statement of monthly
billings. Each month theresfter, during the time the Consenting Parties are being reimbursed as provided
sbove, the Consenting Partles shall furnish the Non-Consenting Parties with an itemizad statement of all
costs and liabilitfes incurred in the operation of the well, together with 8 statemaent of tha quantity of ol
and gas produced from it and the amount of proceeds realised from the sale of the well's working intecest
production during the preceding month. Any asmount realized from the sals or other disposition of equip-
ment newly scquired In connection with any such operation which would have been owned by a Non-Con.
senting Party had it participated therein shall be credited agninst the total unreturnad costs of the work dono
and of the equipment purchased, in détu’minin( when the interest of such Non-Consenting Party shall revert
to it as above provided; if there is a credit balance [t shall be paid to such Non-Consenting Party.

If and when the Consenting Psrties recover from a Non-Consanting Party's relinquished (ntsrest the
amounts provided for above, the relinquished interests of much Non-Consenting Party shall sutomastically
revert to it and from and sfter such reversion susk Non-Consenting Party shall own the same interest in such
wall, the opersting rights and working interest therein, the matarial and equipment in or pertaining thereto,
and the production therefrom as such Non-Consenting Psrty would have owned had it participated in the
drilling, reworking, deepening or plugging back of sald well. Thereafter, such Non-Conssnting Party shall be
charged with and shall pay its proportionate part of the further costs of tha operation of said well In accord-
ance with the terms of this agreement and the accounting procedure schedule, Exhibit “C", attached hereto.

' Notwithstanding the provisions of this Section 12, It Is agreed f;hlt without the mutus] consent of all
parties, no wells shall be completed in or produced froem a source of supply from which a well located else-

where on the Unit Area is producing, unless such well conforme to the rul eegab Shed

Doommxxoxenebouryix by the governmental ageney having jurisdiction.

The provisions of this section shall have no application whatsosver to the drilling of the initial test
well on the Unit Area, but sha)l apply to the reworking, deepening, or pl\.:lginl back of the initial test well
after it has been drilled to the depth specified in Section 7, If it s, or theresfter shall prove to be, a dry
hole or non-commercial well, and to all other wells drilled, reworked, decpened, or plugged back, or pro-
posed 10 be drilled, reworked, deepened, or plugged dack, upon the Unit Area subsequent to the drilling of
the initial test well. 7

13, RIGHT TO TAKE PRODUCTION IN KIND

Each party shall take In kind or separately dispose of its proportionate share of all oll and gas pro-
duced from the Unit Ares, exclusive of production which may be used in development and producing oper-
ations and in preparing snd treating oi! for marketing purpotes and production unavoidably lost. Each party
shall pay or aelivcr, or cause to be pald or dellvered, all royulties, overriding royaities, or other payments
dus on its share of such production, and shall hold the other pariles iree from any labllity therefor. Any
extra expenditure incurred in the taking i kind or separate dlsposition by any party of its proportionate
‘share of the production shall be berne by such party.

Each party shall exocute all division orders snd contracts of sale pertalning to its Interest in produc.
tion from the Unit Aren, and shall be entitled to recelve payment diract from the purchaser or purchesers

thereot for {is share of all production.

—f —
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In the event any party shall fail to make the arrangements necessary to teke in kind or soparately
dispose of its proportionate share ol the oil and gas produced {rom the Unit Aress, Operator shall have the
right, subject to revocation at will by the party owning i, but not the obiligation, to purchase such oll and
gas or sell it to others for the time being, at not less than the market price prevailing in the ares, which
shall in no event be less than the price which Operator recelves for its portion of the oil snd gaa produced
{rom the Unit Ares. Any such purchsse or sale by Operator shall be subject always to the right of the
owner of the production to exercise at sny time its right to take in kind. or separately disposs of, its share of
all oil and gas not previously delivered to a purchaser. Notwithstanding the foregoing, Operator shall not
.make & sale into interstate commerce of any other party's share of gas production without firstogtatoglmex

DRI IR XXX HER I Xy oK e toitet s xdxo b taining such other party's written
consent.

14. ACCESS TO UNIT AREA

.

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or
observe operations, and shall have access at ressonable times to information pertaining to the development
or operation thereof, including Operator's books and records relating thereto. Operator shall, upon Tequest,
furnish each of the other parties with copiss of all drilling reports, well logs, tank tables, daily gauge and
run tickets and reports of stock on hand at the {irst of esch month, and shall make sveilable samples of any
cores or cuttings taken from any well drilled on the Unit Area.

1§. DRILLING CONTRACTS

All wells drilled on the Unit Ares shail be drilled on a competitive contrsct basis at the urul retes
provailing in the area. Oparator, if it 30 desires, may employ Its own tools and equipment tn the drilling
of walls, but its charges therefor shall not exceed the prevailing rates in the fleld, and the rate of sueh
charges shall be agreed upon by the parties in writing befors drilling operations are commenced, and such
work shall be performed by Operator under the same terms snd conditions as shall be customary and usual -
in the field in contracts of Independent contractors who are doing work of & dm!lar nature.

16. ABANDONMENT O) WELLS

No well, other then any well which has been drilled or reworked pursuant to Section 12 hereof for
which the Consenting Partles have not been fully reimbursed as therein provided. which has been com-
plated as » producer shall be plugged and abandoned without the consent of sll parties; provided, however,
if all parties do not agres to the abandonment of any well, those wishing to continue its aperstion shell tender
10 each of the other parties its proportionate share of the velue of the well's salvable materisl and equipe
ment, determined in accordance with the provisions of Exhibit “C", less the estimated cost of salvaging and
the estimated cost of plugging and abandoning. Esch abandoning party shall then assign to the none
u‘bandoninl parties, without warranty, express or implied, ss to title or 3s to quantity, quality, or fitness for use
of the cqulpmcnl'nnd material, all of lts interest In the well and its equipment, together with its interest in
the leasehold estate as to, but only as to, the interval or intervals of the formation or formations then open
to production. . The assignments so Jimited shall encompass the “drilling unit” upon which the well is located,
The paymants by, and the sssignments to, the assignees shall be In @ ratlo based upon the relationship ef
their respeciive-percentages of participstion in the Unit Ares to the aggregate of the percentages of partici«
pation in the Unit Area of all assignecs. There shall be no readjustment of Interest In the remaining portion
of the Unit Area. . —_

After the ;:signmen%. the assignors shall have no (urther responsibility, lisbillly, or intarest iIn the
operation of or productien from the well In the Interval or Intervals then open. Upon request of the assignees,
Operstor shall continue t'o operate the assigned woll for the sccount of the non-abandoning psarties at the
rotes and charges contemplated by this agreement, plus any additional cost and charges which may arise ss

the result of the separate ownership of the assigned well.

—_—T
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17. DELAY RENTALS AND SHUT.IN WELL PAYMENTS

Tach party shall pay all delay rentals and shut-in well payments which may be required under the
terms of its lease or leases and submit evidence of each payment to the other parties at least ten (10) days
prior to the payment date. The paying party shall be reimbursed by Operator for 100% of any such delay
rental payment and 100% of any such shut-in wel) payment. The amount of such reimbursement shall be
charged by Operator to the joint account of the parties and treated in all respects the same as costs incurred
in the development and operation of the Unit Area. Each party responsible for such payments shall diligently
attemnpt to make proper payment. but shall not be held liable to the ather parties in damages for the loss of
any lease or interest therein if, through mistaks or oversight, any rentsl or shut.in weli payment is not paid
or is erroncously paid. The loss of any lease or interest therein which results {rom a faliure to pay or sn er-
ropeous payment of rental or shut-in well payment shall be a joint loss and there shall be no readjustment of
interests in the remaining portion of the Unit Area. If any party secures a new lease covering the terminated
interest, such acquisiton shall be subject to the provisions of Section 23 of this sgreement. )

Operator shall prompily notify sach other party hereto of the date on which any gas well located on
the Unit Ares is shut in and the reason therefor.

18. PRERBRENTHAL-RHEGHP-FO-PURGHASE
Ehould-eny-gariy—desire-to-setall-orany=part-lits-int des—ithis-sont

terests in the Unit Ares, it shall promptly give written notice to the other parties, with full info
oerning its proposed sale. which shall Include the name and address of the prospective
be ready, willing and able te purchase), the purchase price, and all other te e oifer. The other parties
shall then have an optional prior right. for s period of ten (10) d r receipt of the notice, to purchase
on the same terme and conditions the interest which the o riy proposes to sell; and, if this options} right
is exercised, the purchasing parties shall share urchased interest In the proportions that. the intersst of
each bears to the total interest of all asing parties. Howaver, there shall be no preferential right to pure
chase in those cases where rty wishes to mortgage its interests, or to dispose of its interssts by merger,
reorganization, <o atiop, or sale of all of its assets, or & sals or transfer of its interests to a subsidlary or
ny, or subsidiary of a parent company, or 1o any company in which any one party owns & ma-

n con-
{who must

.

19. SELECTION OF NEW OPERATOR

Should a sale be made by Operator of itz rights and intarests. the other parties shall have the right
within sixty (80) days after the date of such sale, by meajority vote i{n interest, to select a new Operstor. If
[ ] new Operator is not so selected, the transferee of the present Operator shall sssume the duties of and act as
Operator. In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties
in thal espacity under this egreement, until its successor Operator is selected and begins to function, but the
present Oparator shall not be obligated to continue the performance of its duties for more than 120 days after
the sale of its rights and interssts has besn completed.

*Joint Loss"



20. MAINTENANCE OF UNIT OWNERSHIP

For the purposs of maintsining uniformity of ownership in the oil and gas leaseheld interests covered by
this contract, and notwithstanding any othar provisions to the contrary, no party ahall sall, sncumber, transter
or maks other disposition of its interest in the leases embraced within the Unit Ares and in wells, equipment
and production unless such disposition covers efther:

(1) the entire interest of the pacty (n all leases and equipment and production; or

(3) an equsal undivided interest in all lenses and equiprnent snd production in the Unit Area.

very luch aale, encumbrance, nsfer or other disposition mede by any party shall be made expressly
with 'a tion ot obﬂ tfons neseunder in wr Pn%mby assignee,
[ }

subject to thls ureeman;/:nd shall be mlde without prajudice to the rights of ¢ parties.

I{ at any tirne the interest of any party is divided among and owned by four or more co-owners, Opers-
tor may, at its discretion, requirs such co-owners to appoint a single trustes or sgent with full authority to re-
ostve notices, approve expenditures, recelve billlngs for and approve and pay such party’s share of the joint
expenses, and to deal generally with, and with power to bind, the co-owners of such psrty’s interests within
the scope of the operations embraced in this contract; howaver, all such co-owners shail enter into and exscute
all contracts or sgreements for the disposition of thair respective shares of the oil and gas prodused from the
Unit Area and they shall have the right 1o receive, sepsrately, payment of the sale proceeds thereof,

21. RESIGNATION OF OPERATOR

Operator may resign from -jis duties and obligations ss Operator at any time upon written notice of not
less than ninety (90) days given to all other parties. In this case, all parties to this contract shall salect by
majority vote in interest, not in numbers, 3 new Operator who shail sssume the responsibilitias and duties, and
have the rights, prescribed for Operator by this agreement. ‘The retiring Operator shall deliver to its successor
all records and information necessary 10 the discharge by the new Operator of its duties and obligations.

12. LIABILITY OF PARTIES

The liability of the parties shall bs severa}, not joint or collective. Each party shall be responsible
only fot its obligations, snd shall be Hable only for ita proportionate share of the costs af developing and
operating the Unit Ares. Accordingly, the lien granted by esch party to Operstor in Section § is given to se-
cure only -the debts of each severally, It Is not the intention of the parties to ereste. nor shall this agreement
be construed as creating. s mining or other partnership or associstion, or to render them liable as partners.

23. RENEWAL OR EXTENSION OF LEASES
It any party secures s renewa! of sny oil and gas leasa subject to this contract, each and all of the other
parties shall be notitied promptly, and shall have the right to participate in the ownership of the renewal lesss
by paying to the party who acquired it their several proper proportionate shares of the n_cquh(zlon coet, which
shall be {n proportion to the interests held at that time by tha parties in the Unit Ares.

hi4 ‘lomo. but less than all, of the parties elect to participate in the purchase of s renewa! 1aase, it shall
be owned by the parties who elect to participate therein; in & ratio hased upon the relationship of their respec-
tive percentage of participation in the unit area to the sggregste of the percentages of participation in the unit
ares of all pacties participating in the purchase of such renews] lease. Any renewal lease in which less then
all the parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewas! leass shall be given an assignment of its pro-
portionats interest therein by the scquiring party.

The provisions of this section shall apply (o renewa!l 'lllllll whether they are for tha entire interest
covered by the sxpiring luu' or cover only a poriion of its ares or an interest therein. Any renewsl lesse
taken before the expirstion of its prcdecessor Jesse. or taken or contracted for within six (8) months after
the expiration of the sxisting leose shall be subject ta thit provision; bul any Jeasa taken or contracted for
more than six (8} months after the expiration of an existing lesse shall not be deemed a renswal lease and
ghall not be subject to the pravitions of this soction.

The provisions in this section shall §pply also and In ll);e manner to extensions of oil and gas leases.
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24. SURRENDER OF LEASES

The leases coversd by this agreement, in 30 far as they ambrace acresge in the Unit Ares, shall not be
surrendered in whole or in part unless ail parties consent.

However, should sny party desire to surrender its intevest in any leass or {n sny portion thereof, and
other parties not agres or consent, the party desiring to surrander dhall assign, without express or implied
warrsnty of title, all of its interest in such lease, of portion thereol, and any weil, material and equipment
which may be located thereon and any rights in production thereafter secured, to the parties not desiring to
surrender it.  Upon such assignment, the assigning party shall be relieved from sil obligstions thereafter ac-
oruing, but not theretofors sccrued, with respect to the acresge assigned and the operation of any well there-
on, and the assigning party shall have no further interest in the lesse assigned and its equipment and produstion.
The parties assignee shall pay to the party sssigner the reasonable ssilvage value of thy latter's interest in any
wells and squipment on the assigned acreage, determined in accordance with the provisions of Exhibit “C",
fass the estimated coat of salvaging and the estimated cost of plugging and abandoning. I the assignment is In
faver of more than one party, the assigned interest shall by shared by the parties sssignes in the proportions

that the interest of sach bears to the interest of all parties nssignes.

Any sssignment or surrender made under this provision shall not reduce or change the assignoes’ or sur~
rendering parties’ interest, as it was immedistely belfore the sasignment, in the balance of the Unit Ares; and
the scresge assigned or surrendered, and subsequent operations thereon, shall not thereafier be subject to tho

" terms and provisions of this sgreement.

28. ACREAGE OR CASH CONTRIBUTIONS

1t any party receives while thly agreement ls In force a contribution of cash toward the dniling of &
well or any other oparation on the Unit Ares, such contribution shall be pald to the party who conducted the
drilling or other operation and shall be spplied by {t agalnat the cost of such drilling or other opcregg) eu
the contsibution be in the form of screage, \he party to whom the contribution is made shall pmnpunum.;
an assignment of the acreage, without warranty of title, 1o all parties to this agreament in propertion to their
Interests in the Unit Area at that time, and such acreage shall become a port of the Unit Area and be governed
by all the provisions of this contract. Each party shall promptly notify sll other pariies of all screage or
money contributions it may obtain in support of any well or any other operstion on the Unit Ares.

28, PROVISION CONCERNING TAXATION

Each of the parties hereto slects, under the suthority of Section 7€1(a) of tha Internal Revenue Code of
x_ou, to be excluded from the application of all of the previsions of Subchapter K of Chapter 3 of Bubtitle A of
the Internal Revenus Cods of 1954. f the incoms 1ax laws of the state or states in which the property coversd
hereby s locsted contain, or may hereafter contain, provisions similar (o those contained In the Subchapter of
the Interhal Revenue Code of 1954 above referred to under which & similar election 1s permitted, sach of the
parties sgrecs that such election shall be exercited. Each party authorizes and directs the Operator to execute
such an slection or elections on its behalf and to file the election with the proper governmental office or
agency. If requested by the Operator so to do, sach party agrees to execute and join in such sn election.

Operator shall render for ad valorem taxation all properiy subject to this agreement which by law
shouid be rendered for such taxes, and {t shail pay sil such taxes assessed thereon befors they become delin-
quent. Operator shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhibit “C",

If any tax astessment 15 considered unreasonable by Operator, it may at it discretion protest such valua-
tion within the time and manner pr‘éscrlbed by law, and prosecute the protest to » fins] determination, unless
all parties sgree to abnqdon the protest prior to final determinstion. When any such protested valuation shall
have been {inally determined, Operator shall pay the assetament for the joint account, together with Interest and
penaity sccrued, and the total cost shall then be sszessed sgeinst the parties, snd be paid by them, as provided
in Exhibit “C", ’

-0 —
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27. INSURANCE

shall st all times during the term of this agreement carry insurance to
g;ltn?‘:e :.;:O;a.rties hereto as set forth in Exhibit *D" neretc sttached and u::h (3 pl.;:.
hereof, a&nd no cother insurance for the benefit of tbe parties in comnection ¥ : :rp:.nce
tions under this sgreement shall e carried by Cperator, and no change in the ips
set forth in Exhibit D" snall be made unless agreed to in writing.

! t t0
tor sball require all contractors performing work under this sgreemsn
S:‘:;ryof:ﬁrzca a8 setgfarth in Exhibit "Z" attached hersto and made a pert bereof.

'(c )n the event Automobile Public Liability Insurance is specified in 3a{d Exhibit “D", or subsequently re-
ceives the approval of the parties, no direct charge shall be made by Operstor for premiums paid for such in-
surance for operators fully owned automotive equipmant.

28. CLAIMS AND LAVWSUITS

It any party to this contract is sued on an alieged cause of action arising out of operstions on the Unit
Ares, or on an alleged causs of actlon Involving title to sny leases or oil and gas interest subjecied to this cone
tract, it sha!l glve prompt written notlee of the suit to the Operator and sil other parties.

The defense of Jawsults shall be under the general direction of a committee of lawyers representing the
parties, with Operator's attorney as Chairman. Suits may be seitied during litigation only with the jeint con-
sent of al) parties. No cherge shall be made for services performed by the stafl .attorneys for sny of the
partias, but otherwise sil expenses incurred In the defense of suits, together with the amount paid 10 dlacharge
suy final judgment, shail be considered costs of operation and shall be charged to snd paid by all parties In
proportion to their then intsrests in the Unit Ares. Attorneys, other (han staff attorneys for the parties, shall
be smployed in lawsuits involving Unit Ares operstions only with the consent of ail parties; it outside counsel:
is employed, their fees and sxpenses shall be cors.dercd Unit Arca expense and shall be paid by Operator and
cherged 10 all of the parties in proportion to their then interests in the Unit Ares. The provisions of this
parsgraph shall not be applied in any instance where the loss which may resull from the suit is trested as an
individusl 1oss rather then s joint loss under prior.provisions of this sgreement, and a)} such suits shall be '
handled by and be the sole responsibliity of the party or purties concerned.

Damage claims caused by snd arising out of operaiions on the Unit Area, conducted for the joint ac-
count of all parties, shall be handled by Operator and its uitorneys, the settioment of cleims of this kind shall
be within the discretion of Operator so long as the smouni puid 1n $4Ctiement ot 80y ONe CIAIM AOes NOt axCedd
one thousand (03900.00) dollars and, if settled, the sums paid in settloment shs)l be charged as expenss to
and be paid by all parties in proportion 10 their then interests in the Unit Ares.

29. FORCE MAJEURE

If any'party is rendered unable, wholly or in par(, by force majeurs to carry out its obligations under
this agreement, other than the obligation to make money payments, that perty shail give to all other parties
prompt written notice of the force majeure with reasonably full perticulars concerning it: thereupon, the
obligations of the party giving the notice, so far as they are aifected by the force majeure, shall be suspended
during, but no longer than, the continuance of the force majeure. Ths affected party shall use sll possible
ditigence to remove the force majeure aa quickly ss possible.

The requirement that any force msjeure shall be remedled with all reasonedle dispatch shall not require
the seitlement of strikes, lockouls, or other labor difficuity by the party involved, contrary to its wishes: how
sll such ditficulties shell be handled shall be entirely within the discretion of the party concerned.

The term. “force majeure” as here employed shall mesn an act of God, strike. lockout, or other industrial
disturbance, act of the public ensmy, war, blockade, publie riat, Hightning. fire, storm, flood, explosion, gov~
ernmental restraint, unavailability of cquipmant, and any other cause, whether of the kind specifically enum-
erated above or otherwise, which is not reuomhl:} within the contrel of the party clalming suspension.

30. NOTICES

All notices authorized or required between the parties. and required by any of the provisions of this
! agreement, shall, unless otherwise specifically provided, be given In writlng by United States mail or Western
Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice is given at the

1]

E B AR PO




A.APL. FORM 610

sddreases listed on Exhibit “A”. The originating notice to be given under any provision hersof shall be deemed
given only when received by the party to whom such natlce ig directed and the time for such party to give any
notice in response thereto shall run from the date the originaiing notice iz received. The second of any re.
sponsive notice shall be deemed given when deposited in the United States mail or with the Western Union

- Telegraph Company, with postage or charges prepaid. Each party shall have the right to change Isl address

at any time, and from time to time, by giving written notice thereof to all other parties.

31, OTHER CONDITIONS, IF ANY, ARE:

(8) No well shall be drilled in the Unit Ares until after title to
the drillsite lease has been examined by an attorney approved by all
parties participating in the coat of the well, and the title has been
approved by said examining attorney and the title has been accepted by
all parties participating in the costs. All costs inourred in connec-
tion with examining titles shall be charged to the Joint sccount of the
parties hereto.

(b} This Operating Agreement is sudject to all the terms and provi-
sions of that certaln Farmout Agreement between John H. Trigg, et ux.,
and Sinclair 01l & Gas Company (now Sinclair 01l Corporation), dated
Novemver 4, 1966, which by reference is incorporated herein for all
purposes.

{¢) In spite of any provisions tc the contrary appearing in Sec-
tion 11 hereof, consent to the drilling of a well shall not be deemed
&8 consent to the setting ¢of casing and & completion attempt. After any
well drilled pursuant to this agreement has reached its authorised depth,
Operator shall give immediate notice to Non-Operators. The parties re-
ceiving such notice shall have forty-eight (48) hours (exclusive of
S8aturdays or Sundayes or legal holidays) in which to elect whether or
not they desire to set casing and to participate in 8 completion at-
tempt. Failure of a party receiving such hotice so to reply within
the period above fixed shall constitute an election by that party not
to participate in the cost of a completion attempt. If all of the
parties slect to plug and abandon the well, Operator shall plug and
abandon same at the expense of all of the parties, If one or more, but
less than all, of the parties elect to set pipe and to attempt & com-
Pletion, the provisions of Seoction 12 shall apply to the operations
thereafter conducted by less than all parties,

—12
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This agreement may be signed in counterpart, and shall be binding upon the parties and upon their hsirs,
successors, representatives and assigns.

Effective Merch U, 1059, Sinclair 01l Cerporation, a New York
corporsvion, was merged into Atlantic Richfield Company, a Fennsylvania
corporatiocn, and all interests of the merged company in the within
cperating agreement and any anteccedeni egreements by operation of law
vested in, and all obligetions impcsed on the merged company by the
within operating agreement and eny antecedent agreements were assumed
by Atlantic Richfield Company. For this reason the within operstin
agrsement ﬁ% being executed by Atlantic Richfield Company this =4
day of S /) line s 1969,

ATLANTIC RICHFIELD COMPANY

e .
o (2.4 %\_

C. . nKier H -
Its Attorney-in-Fact

PRI

N

- ATTEST:

ATTEST: \

Pauline V. Trigg

-—13—




New Meznicr
ACKNOWLEDC). [

(PERSONAL ACKNOWILEDOMENY)

$TATE OF .t
COUNTY OF

The foregoing instrument was acknowledged before me this day eof 19—y by
My - pirest Notary Public

. (PERSONAL AGINOWI.IDOIMINTI
sTATE Or . NEW MEXICQ
counTy of . CHAVES } ';: L
The foregoing imstrument was acknowiedged belore me INL.-..ZN.........JIV ol....m&ﬂ.aé./_.__._.. lQ..é.f by
JOHN H. TRIGG and PAULINE V, TRIGG, his wife,

u’m ', . dd Jé 197/ Tm—— &W

IPERSONAL ACKNOWLEDGMINT}
STATL OF 1
COUNTY OF |
The foregoing instrument was acknowledged before me this day of. 19 by

My commision expi Notary Publie

(ACKNOWLIDSMENT BY ATTORNEY)

STATE OF.....TEXAS '
county or... MIDLAND } , )
The foregoing instrument was ashnowledped before me lbh_h‘?..é.«g.{...duy of. / )r) d? 3 '(-_/ 19 69 %7

oo So TINKLER _ - inefact tn behall of
“ATLANTIC RICHFIELD COMPANY, & Pennsyivania corporabion.

Thdin € Kgoend

Pul

My comminion expires: ( M.Z,./..Zéz.._..._._..

{ACKXNOWLEDGMENT 2Y CORPORATION)

STATE OF TEXAS
cOouNTY or...... MIDLAND , »
‘The foregoing instrument was sckoowledged before me this.... day of. . 18. by
eon .., Yigce President . of..... SINCLAIR QIL.CORPORATION.. .,
[ 73Y) (1) {consonarion)
e New. Yark poration, on behslf of sald corparation.
My comminlon expiress Notary Publie B
{ACKNOWLEDGMENT BY CORPORATION)
STATE OF
COUNTY of *
The foregoing instrument was scknowledged before me this...... day ol 9....... . by
—_— o
(NAME) S ERTY) ¢ (conponarion)
. poration, on behall of said corporsuon.
My issi pires: . Notary Public
208~1000
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EXHIBIT A"

TO OPERATING AGREEMENT BY AND BETWEEN
SINCLAIR OIL CORPORATION, AS OPERATQR
AND JOHN H. TRIQG, ET UX., AS NON-
OPERATORS, COVERING LANDS IN EDDY
COUNTY, NEW MEXICO

Lands Subject to Contract:

The S& of Section 22 and the N&, NEASWE and the N4SER
of Section 27, both in Township 18 South, Range 27
East, N.M.P.M.,, Eddy County, New Mexico.

Restriotions, if any, as to Formations or Depths:

100 feet below the total depth drilled in the initial test
vwell or optional test well to be drilled by 8Sinclair 01l
Corporation, pursuant to farmout agreemsnt dated November
4, 1966, bvetween John H. Trigg, et ux., and Sinclair Oil
Corporation on the subjegct acreage, .

Paréentagg;or Fractional Interest of Parties Under Agreement:

Sinclair 01l Corporation 50%
John H. Trigg 50%

Leasehold Interest of ths Parties:

01l and Qas Lease from the United States of America to J. T.

Bonner, lessse of record, dated April 1, 1948, Serial Number

1C-060122, covering, among other lands, the S Section 22 and
N&, NELSWE and NiSE Section 27, Township 18 South, Range 27

East, N.M.P.M., Eddy County, New Mexico,

Addresses of Parties to Whom Noticea Should be Sent:

#Sinclair 01l Corporation
P. 0. Box 1470
Midland, Texas 79701

John H. Trigg
P. 0. Box 520
Roswell, New Mexico

#A11 accounting statemsnts and billings should be mailed to
Sinclair 041 Corporation, P. O. Box %21, Tulsa, Oklahoma 74102,
Attention: Accounting Department. All other notices should be
mailed to the Midland Office.




i n

——

-+ agle-vAlVim .
s LSRR

1.

2

s~

e T

COPAS — 1907
. Nosamumonded by ey

EXHIBIT ¢ " e

Attached to and made s part of._Oparating. Agreement covering
lands.in_Eddy. County, New Mexico

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

I. GENERAL PROVISIONS

Deflinitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this “Accounting Pro-
cedure” ig attached. :

“Joint Operations' shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

“‘Operator” shall mean the party designated to conduct the Joint Opaerations.

“Non-Operators” shall mean the nonoparating parties, whether one or mere.

“Joint Account” shall mesn the account showing the charges and credits accruing because of the Jeint Operations
and which are to be shared by the Parties.

“Parties” shall mean Operator and Non-Operstors.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material" shall mesn material which at the time is 30 clossitied In the Msterial Classification Manual
83 most recently recommended by the Council of Petroleum Acctountants Socisties of North America.

Confliet with Agresment
In the svent of a conflict between the provisions of this Accounting Procedure and the provisions of the agree-
ment to which this Actounting Procsdure is attached, the provisions of the agreement shall control.

Collestive Action by Nen-Operstors

Where an agresment or other action of Non-Operators {s exprissly required under thiz Accounting Procedure

and {f the agreement to which this Actounting Procedure i3 attached containe no- contrary provisions in regard

Othlﬂto. the agreement or action of a majority in interest of the Nen-Operators shall be contrelling on all Non-

perators.

Statements and Billings

Operator shall bill Non-Qperators on or befors the last day of esch month for their proportionats share of costs and

expenses, for the preceding month. Such bilis wjll be accompanied by stataments reflecting the total cherges

and credits as set forth under Subparagraph........r. below:

A. Blatement in detall of all charges and credits to the Joint Accoun

B. Statement of all eharges and credits to the Joint Account, m'mmarizéd by appropriate classifications indicstive
of the nature thereof.

C. Statement of all charges and credita to the Joint Account summarized by appropriate classifications indicative
of the nature thereof, except that items of Contrallable Matarial and unusual charget and credits shall be detatled.

Payment and Advanees by Non-Operaters
Esch Non-Operater shell pay its proportion of all such bills within fifteen (15} days after receipt thereot. If pay-
mant 18 not made within such time, the unpaid balance shall bear interest at the rste SW ar
annum until psid. \ nt
Adjustments .

Payment of any such bills shall not prejudics the right of any Norn-Operators to protest or question the correctness
thereof: provided however, all bills and statoments rendered to Non-Operators by QOperator during any calendar
year shall conclusively be presumed to be truc and correct after twenty-four (24) months following the end of any
such calsndar year, unless within the sald twenty-four (24) month period a Non-Oporator takes written axcep-
tion thereto and makes claim on Opcrator for adjusiment. No sdiustment favorable to Operator shall be made
unless ft is made within the same prescribed period. The provizions ot this paragraph shall not prevent adjust.
mants resulting {rom » physical inventory of the Joint Property us provided for in Section VIIL

Audits

A Non«Operstor, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Oparstor's accounts and records relating to the sccounting hereunder for any calendar year within the twenty-four
(34) month period following the end of such calendar year: provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of sccounts as provided for in Paragraph
8 of this Ssction 1. Whers there are two or mare Non-Operators, the Non-Operators shall make every ressonable
atfort to conduet joint or simultaneous audits in a manner which will resuit in a minimum of inconvenience to

the Opsrator.

. 11. DIRECT CHARGES
Bubjeet to Hmitations hereinaftcr prescribod, Operator shall charge the Joint Account with the fellowing items:

Rentals snd Royaities )
Dalay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account

of the Parties.

. Laber

A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directiy
smployed on the Jdint Proparty.

B. Oparator's cost of holiday, vacation, sickness and disability benefits and other customary aliowances paid to the
smployses whose salarios and wages are chargenble to the Joint Account under Pacagraph 2A of this Section I
and Paragraph 1 of Section III: except that in the case of those employees only 8 pro rata portion of whese
salaries and wages are chargeable to the Jolvif Account under Paragraph 1 of Section 111, not more than the same
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost
under this Paragraph 2B may be charged on a “when snd as paid basis” or by “percentage assessment” on the
smount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section IT and Pars-
graph 1 of Section I11. If percentaoge assessment is used. the rate shat) be tased on the Operator’s cost experience,

C. Expenditures or contributions made pursuant to assessments impored by governmental authority which are sp-
plicable (0 Operator's labor cost of salaries and wages chargeablé to the Jolnt Account under Paragrophs 2A
and 2B of this Section Il and Paragraph 1 of Scction I

D. Ressonable personal expenscs of those employees whose salaries and wnges ore chorgenble to the Joint Account
under Paragraph 2A of this Section {1 and for which expenses the employecs are reimbusrsed under Operator's
ususl practice.
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el oaae 3. Em ¢ Benelits .

) ) Ope. .c's current cost of cstablished plans for employees’ gr. e insursnce. hospitalization, pension, retire-
ment, siock purchase, thrifl. bonus, and other benefit pians of a like nature, applicable to Operator's laber cest; pro-
vided howevor, the total of such charges shall not excesd ten percent (105 ) of Oparator's labor costs chargesble
to the Joint Account under Paragraphs 2A and 2B of this Section Il and Paragraph 1 of Section TU.

4. Material
Material purchesed or furnished by Operator for use on the Joint Property. So far az it is ressonably practi-
cal and consistent with efficient and economical operation, only such Material shsll be purchased for or transferred .
to the Joint Property as may be required for immediate use; and the accumulation of surplus stocks shall be avoided.

5. Transportation L
Transpotiation of employecs and Malerial necesssry for the Joint Operations but subject to the following limitations:
A. If Material {s 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 grester than the distance from the ncarest rel{able supply store or
railway receiving point where like material is available. except by sgreament with Non-Operators.

B. If surplus Materia) is moved to Operator's warehouse or other storage point, no charge shall be made to the
Joint Account for & distance greater than the distance to the nesrest reliadle supply store or railway receiving
point. excapt by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material
1o other propertics belonging to Oparstor, except by agresmernt with Non-Oparators.

C. In the application of subparagraphs A snd B sbova, there shull be no equalization of sctual gross trucking costs
of $100 or less.

6. Services

A. The cost of contract services and utilities procured from outside rources other than services covered by Parse
graph 8 of this Section Il and Psragraph 2 of Section III,

B. Use and service of equipment and facilities turnished by Operitor ss provided in Paragraph § of Section IV.

Damages and Losses to Joint Property

All costs or expanses necessary for the repair or replacement of Joint Property made necessary because of damages

or losses incurred by fire, flood, starm, theft, accident, or any other cause, except to the extent that the damage or

Joss could have been avoided through the exercise of reasonsbie diligence on the part of Operstor. Operstor shall

furnish Non-Operators written notice of damages or losses incurred as soon as practicable after s report thersot

has been received by Operator.

3. Legsal Expense .

All costa and expenses of handling. investigating and settling Uitigation or claims arising by reasem of the Joint
Operations or necessary (0 protect or recover the Joint Property, including, but not imited to, atiorneys' fses,
court costs, cost of investigation or procuring evidence and amounts paid in settiement or satiafaction of any
such litigation or claims: provided, (a) no eharge shall be made for the services of Oparator's legal staff or other reg.
ularly employed personnel (such services being considered to be Adminisirative Overhead under Section 11I), sx-
cept by agreement with Non-Operators. and (b) no charge shall be made for the fess and expenses of outside at
tornays unless the employment of such atiorneys is agreed W by Operstor and Non-Operstors,

2. Taxes
All taxes of svery kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thareof, or the production therefrom, and which taxes have been peid by the Operstor for the benefit of tha Parties,

7. Insursnce Premiums .

Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties.

1. QOther Expenditures
Any other expenditure not covered or desit with In the foregoing provitions of this Sectien II, or in Sectien I,
and which is incurred by the Operator for the nocessary and propor conduct of the Joint Operstions.

. IIl. INDIRECT CHARGES -
perator may charge the Joint Account for indirect costs either by use of an allocation of district expense ftems plus a
ted rate fc.' ndministritive overhead, and pius the warehousing charges, al) as provided for in Paragraphs 1, 3, and 3 of
is Saction [I1 OR by combining all three of said {lems under the fixed rate provided for in Paragraph ¢ of this Section
I. a8 indicated next below: :

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
O Paragraphs §, 3 and 3. (Allocation of district expense plus fixed rate for administrative overhead pius
warshousing.)

Paragraph 4. (Combined fixed rate)
Distriet Expenss
Operator shall charge the Joint Account with a pro rats portion of the salaries. wages and expenses of Operator's
productien superintendent and other employees serving the Joint Property and other properties of the Operator in
the same operating area. whose time is not sllocated directly to the propertiss, and a pro rata portion of the cost of
masintaining and opersting s production office known as Operstor's .._.....
office located st or near [T (or a comparable office if Jocation changed), and neces-
ssry sub-offices (if any), maintained for the convenience of the atove-described office, and all necessary camps,
including housing facilfties for employees if required, used {n connection with the operations of the Joint Property
and other proparties in the same operating srea. The sxpense of. less any revenue from, such facllities may, at the
option of Operstor. include deprecistion of Investment or a fair monthly rents! in lieu of deprecistion, Such
charges shall be apportioned to all properties served on some equitable basis consistent with Operator’s accounting
practice. .

1 Administrative Overhead
Operator shall charge administrative overhead to the Joint Account al the following rates. which charge shall be in
lleu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, including
salaries, wages and expenses of personne] assigned to such offices. Such charges shall be in addition to the salaries,
wages and expenses of employees of Operator authorized to be charged as direct charges as provided in Paragraphs
2 and 8 of Section II, .

- \WELL BASIS (RATE PER WELL PER MONTR)
DAILLING weLt Rave ~ s et Badudng esta)
(Ute_Totel Desth) AN Walls
Wal Depth Teeh Weh Mes Five Mest five Svwr 1’2

cost and expense of services from outside eources in connection With matters of toxation, traffie, accounting, or
ars before or involving governmental agencies £hall be considered as ncluded {n the overhcad rates provided for in
Paragraph 2 of Section 111, unless such cost and expente are agreed upon between Operator and Non«Oparators
direct charge to the Joint Account. .

I .

4w ey @ T Se R




J. «@perator’s Fully Owned Warchouse Operating snd Mulntenance Expense
(T be fully the agreed proccdure 10 be followed by the Op: r.)

4. Combined Fixed Rates
) Operator shall charge the Joint Account for the services covered by Paragraph !, 2 and 3 of this Seetion III, the
_ following fixed per well rates:
N : WELL BASIS (RATE 'ER \WELL PER MONTH)
PRODUCING WELL AATE

”'(‘t:',"‘y‘.g:.;';,.'ﬁ" (Use Curearnt Producing Degth} R

Yolt Oepth Toth weit Siest five Naxt five CLOAL

O1_-_ 4,000, $.425 3 K5 X A Y
4,000 -._8,0001 55Q. 108 95 : 85
8,000¢ 212,000L £50 125 o 115 108
Below. 12,000t _ -750 . 140 130 120

Ssaid fixed rate tax}) (shall not) include salaries and expanses of production foremen.

6. Applieation of Administrative Overhesd oz Combined Fixed Rates

The following limitations, instructions and charges shall apply in the application of the per well rates as provided

under ¢ither Paragraph 2 or Paragraph 4 of this Section I1I:

A. Charges for drilling wells shall begin on the date each well {s spudded and terminate on the date the drilling or
completion rig is released, whichever i3 later, except that no charge shall be made during the suspension of
drilling operations for fifteen (13) or more consecutive duys.

B. The status ot wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding
operations and salt water disposal wells shall be consiciered the sams as producing wells.

{2) Walls permanently shut down but on which plugging operations are deferred shall be dropped from the
wel] schedule at the time the shutdown is effected. When such s well is plugged a charge shall be mads
at the producing well rates.

{3) Wells baing plugged back. drilled deeper, converted to a source or input well, or which are undergoing any
typl: of workover that requires the use of a drilling or workover rig shsll be considered the same as drilling
walls.

(4) Temporarily shut-down wells, which are not produced or worked upon for s period of a full calendar month,
shall not be included in the well schedule, provided howevar, wells shut in by governmental regulatory
body shall be included in the well schedule only in the avent the allowsble production {s transferred to same
other well or wells on the Joint Property. In the event of a unit allowable, gll wells cspable of producing
will be counted In determining the chergs.

(8) Gas wells shall be included in the wall schedule if dirictly connected lo a permanent sales outiet even
though temporarily shut in due to overproduction or fajlure of purchaser (o take the allowed production. ~

(8) Wells complated in multiple horizons, in which the production i3 not commingiad down hole, shall be con-
sidered as & producing well for each sepsrataly produting horizon.

C. The well rates shall apply to the total number of welle being drilled or operated under the agreement to which
this Aceounting Procedurs is attached, irrespeciive of individual leases.

D. The well ratas shall be adjusted on the first day of April of each year following the effective date of the agree-
ment (0 which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the
rate currently {n use by the parcentage increase or decrease in the sverage weckly earninge of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year #s sthown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Wirkers™ as publizhed by the
United States Department of Labor, Buresu of Labor Statistics. The adjusted rates shall be the rates currsntly
in use, plus or minus the computed adjustment.

[ B }:or tbe_coqnmct!on of compressor plants, water stailons, secondary recovery systems, salt water disposs) facili-

6. It is specifically understood that the above overhead rates apply only
to drilling and producing operations and &re not intended to-cover the .
construction or operation of additional facilities such as, but not limit-
ed to, gasoline plants, .compressor plants, repressuring projects, salt
water disposal facilities, and similar installations. If at any time any
or all of these become neceasary to the operation, a separate agreement
will be reached relative to an overhead charge and allocation of distriot
expense.

iubject to the further provisions of this Section 1V, Operator will procure a)l Materisl and services for the Joint Props
rty.. At the Operator's option, Non-Operator may supply Materia) or sarvices for the Joint Property.
1. Purchases
Material purchased and service procured shall be charged at the price paid by Operater after deduction of all dis.
counts actually received.
2. Material furnished from Operator's Warehouse or Other Properties
A. New Materinl (Condition “A™) .
(1) Tubular goods, two Inch (2”) and over, shall be priced on Eastern Mill base (1. o. Youngstown, Oblo; Lorain,
Ohlo: and Indiana Harbor, Indians) on a minimum carload basis effective at date of movement and £. 0. b.
railway receiving point nearsst the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permitted 10 include ter cents (10¢) per hundred-weight on all tubular goods furnished from
hls stocks in lieu of loading and unloading cosis sustained.
(2) Other Material shall be priced at the current replacement cost of the same kind of Meterial, effective at date
of movement and 1. 0. b. the supply store or railway receiving point nearest the Joint Property where
- Materia) of the same kind is available. ;
(3) The Joint Account thall not be credited with cash discounts applicable to prices provided for in this Para.
graph 2 of Section 1V,
B. Used Matcrial (Condition “B” and "'C")
-¢1) Material in sound and servicesble condition and suitable lor reusa without reconditioning. shall be classified
88 Condition “B" and priced at seventy-five por cent (737%) of Lhe current price of new Material.
(2) Material which ¢annot be classificd as Conditian “B" but which,
(8) After reconditioning will be further serviceable for origins} function as good secondhand Material
(Condition “B'), or K
(b) In serviceable for original function but aubstantisily not suitable for reconditioning, thall be classiti-
od as Condition “C" and priced st fifty per cent (50¢%) of current new price.
(3) Obsolete Materisl or Material which cannot be classified ag Condltion “B” or Condltion “C” shall be priced
at & value commensurate with its use. Material no longer suitable for its originol purpose but usable for




ams other purpose, shall be priced on a basis compara?  vith that of items normally used for such other

purpase,
(4) Material involving erection costs shail be charged at appicable percentage of the current knocked~-down

price of new Matesial.
3. Premium Prices .

3. PREMIUM PRICES

Whensver materials and equipment are not readily obtainable at the custom-
ary supply point and at prices specified in Paragraphs 1 and 2 of this
Seotion III 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 materials on the basis of the Operator's
direct cost and expense incurred in procuring such materisls, in making

it suitable for use, and in moving it to the location, provided, however,
‘that at least ten days prior notice in writing is furnished to Non-Opera-
tor of the proposed action to be taken by Operator in obtaining or supply-
ing the material and/or equipment called for under the provisions of this
paragraph, whereupon Non-Qperator shall have the right by so electing and
notifying Operator within such ten days after receiving notice from the
Operator, to furnish in kind, or in tonnage &8 the parties may agree, at
the location, nearest railway recsiving poeint, or Operator's storage point
within & comparable distance, all or part of his share of materisl and/or
equipment suitable for use and acceptable to the Operator. Transportation
costs on any such material furnished by Non-Operator, -at any point other
than at the location, shall be borne by such Non-Opersator. If, pursuant
to the provisions of this paragraph, any Non-Operator furnishes material
and/or equipment in kind, appropriate adjustmenta of accounts batween
Operator and Non-Operator shall be made. Operator sgrees to acquire the
necesasary short supplies and equipment required to conduct operations upon
the jointly owned premises and to tharge the Joint account therefor as
herein provided unless Non-Operator elects to supply all or part of same
within the specified pepriod of time.
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3. Seles te Ontsiders
Bales to outsiders of Materis] from the Joint Property shall be cradited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint Account if and when psid by Operator.

V1. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOURT
Material purchased by sither Operator or Non-Oparators or divided in kind, unless stharwise agreed to betwesn
Oparater and Non-Operators shall be priced en the fellowing besis:
1. New Price Defined
Neow price a5 ued in this 8action VT shall be the prioce spacitied for New Matarial in Section IV.
2. Now Materisl
New Matarial (Condition “A"}, being naw Material procured for the Joint Property but never used, at one hundred
per eant (100%) of current new price (plus sales tax If any). '
3. Geod Used Material
Good ussd Material (Condition “B"), being used Mataria! in sound and serviceable condition, suitable for reuss
without reconditioning:
A. At seventy-five per cent (78% ) of current new price if Matprisl was charged to Joint Account ss new, or
B. At sixty-five per cent (8355) of current new price it Material was originslly charged to the Joint Account as
secondhand at seventy-five percent (73%) of naw price.
4. Other Used Material .
Used Material {Condition “C"), at fifty per cent (30%) of currant new price, being used Materisl which:
A.. Is not in sound and serviceable condition but suitable for Teusy sfter reconditioning, or
B. Is serviceable for original function but not suitable {or reconditioning.
§. Bad-Order Material
Material (Condition “D"), no longer suitable for its origina! purpese without excessive repajr cost but usable for
some other purpose at & price comparsble with that of items normally used for such other purpose.

8. Junk Blaterial .

Junk Material (Condition “E"), being obsolete and scrap Material, st prevailing prices.

Temporarily Used Materisl

‘When the use of Matsrial is temporary and its service to the Jolnt Property does not Justify the reduction in price as

provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a busls that will leave a nat charge

{6 the Joint Account consistent with the valus of the service rendered.

Vii. INVENTORIES

‘he Operator shall maintain detailed records of Materisl generally considerad controllable by the Industry.

1. Periedlie lnventorios, Notics and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considered controllable. Written notice of {ntention to taks inventory shall be
given by Operator st least thirty (30) days before ony inventory is to begin so that Non.Operators may be repre-
sented when any inventory is taken. Failure of Non-Opcrators to be represented st an inventory shajl bind Non-

. Opcut‘on to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy

thereol.

2. Reconeiliation and Adjustment of Inventories
Reconciliation of Inventory with charges to the Joint Account shall be made, and a list of oversges and shortages
shall be jointly determined by Operator snd Non-Operators. Inventory adjustments thall be made by Operator
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence. s

1. Speeial Inventories '
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. 1t shall be
the duty of the party selling to notify all other Parties 88 quickly as possible sfter the transfer of Interast takes
place. In such cases, both the seller and the purchaser shal) be governed by such inventory.

-
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INSURANCE

?*‘HIBXT D — Operstor shall at alf times during the term of this Agreemeat carty insutance to protect the parties hereto as
‘ollows:

(1) Workmen's compensation and occupstional disesse insursnce as required by the laws of the state or states in which
opentions will be conducted and empioyens’ liability insurance with a limit of not less than $100,000.

(2) Comprehansive general public lisbility insurance, exeluding products liability insurance, with limits of not less then:
$100,000 applicable to bodily injury, sickness or desth of any one person and $100,000 for more than one person in day one
sccldent, sad $100,000 for loss of or damage 10 property in any one sctident snd $100,000 sggregate limit applicable to all loes
of or damage to property during the policy period.

(3) Automobile public liability insurance covering sll sutomotive equipment used in performence of work under this
tgreement with limits of not less than: $100,000 & plitable to bodily iniulz. sickness or desth of any one person snéd 3100,000
for more then one pecson in any one accident, and $33,000 for loss of or damage to peoparty In sny one sccident.

1f automotive equipment used is owned exclusivaly by Operator, no chazge will be made to the Joint Account for premiums
for this coversge except a3 provided in Section 111, Paragraph $ of the Accounting Procedure.

EXHIBIT E ~= Operstor shall require sl contractors performing work under this Agresment to cacry the following inssrance: .

(1)Workmen's compensation 1nd occupational disease Insursnce as n?uind by the laws of the state or siaten In which oper.
ations will be conducted and employers’ lishility insurence with s limit of not less than $100,000.

(2) Comprehensive general public lisbility insurance with limits of not less than: $100,000 spplicsble to bodily injusy, sick-
1e33 ot death of any one person and $100,000 for more than one clmon in any one sccident, and $100,000 for loss of or e to
“eoparty ia aay ane accident and $100,000 aggregate limit applicable to all loss of o damage to propesty duting the policy period.

(3) Automobile public liability insurance covering sil automotive equipment used in performance of work eader this sgree-
1eat with limits of not less than: $100,000 appliceble to bedily injury, sickness or death of any one person and $100,000 for
wre thea one person in say one accident, sad 435,000 for loss of or damsge to propesty in aay one tecident.
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STATE OF NEW MEXICO ) (

COUNTY OF EDDY ) (

For a good and valuable considaration, the receipt ana
sufficiency of which is hereby acknowledged, Atlantic Richfielad
Company, whose address is 600 North Marienfeld, Midland, Texas
79701, (hereinafter referred to as “"Assignor”) does hereby sell,
assign, transfer and convey unto Charles E. NRearburg, D/B/A
Nearburg Exploration Company, whoss address is 3300 North Avenue
A", Building 8, Suite 100, Midland, Texas 79705 (hereinaftaer
referred to as "Assignee®), all of assignor's right, title and
interest .in and to the 0il and Gas Laase set forth below
(hereinafter referred to as "Said Leasa¥), insofar and only insofar
as said lease covers the lands described below from the surfaca of
the earth to 10,035'.

T ' Lease No.: NM LC-060122 .
- : Lassor: Bursau of Land Managemant
Date: April 1, 1948
Description: Insofar and only insofar as said lease

covers the North Half (N/2) of
Section 27, T-18-S, R-27-E, Ed&dy
County, New Mexico

TO RKAVE AND TO HOLD the interest assigned in and to said lease
unto assignee, its successors and assigns; however, this assignmnent
is made without warranty of title express or implied on ths part of
assignee.

Executed this 2/ day of Nevimsere _, 1991.

N ATLANTIC RICHPIELD COMPANY
s: _ 2300l /Xy
c its: Attorney-in-Fact %’e’

STATE OF TEXAS Y(

COUNTY OF _ MIOLAND ¥ (

This instrument was acknowledged before me th:ls.yﬁ{ day of
. 1991, by ___ T. L. HOULAWD X
Attorney-in-Fact of ATLANTIC ‘RICHFIELD COMPANY, a Delaware

Corporation. -

- Hilﬁo%f}plou‘um

R E 1 2 St 0
_CEPTION m&\xu& Tt fmcs ‘

STATE OF NEWMEXICO, County of Eddy,ss. Ihereby cértify that this instrument was filed for record on the
6 _dayof_ __ December __ AD.19_91 at _1:42 o'clock___P:. M. anddulyrecorded
in_ 3003130 949  _oftheEddy Coumy Records. ,,Zt d

KAREN DAVIS, County Clerk Deputy







Yates Petroleum Corporation
Yates Drilling Company

ABO Petroleum Corporation
MYCO Industries, Inc.

H.M. Bettis, Inc.

Turnco Inc.

L.E. Opperman

Bettis Brothers, Inc.

M. Craig Clark

David Cromwell

07847 00200/B148715/1/br

10.50000%

5.25000

5.25000

5.25000

2.91375

2.91375

1.16550

10.50700

3.12500

3.12500

50.00000%



A.A.P.L. FORM 610

MODEL FORM OPERATING AGREEMENT —1956
. XA XA Federal Lands

OPERATING AGREEMENT =

DATED

_ , 1909,
EFFECTIVE AS OF MARCH 7, 1967

FOR UNIT AREA IN TOWNSHIP. ._18 South...., RANGE - East, N.MP M,

EDDY COUNTY, STATE OF_._._NEW MEXICO .

AMERICAN ASSOCIATION OF PETROLEUM LANDMEN
APPROVED FORM. AARL NO. 810
MAY BE ORDEREC DIRECTLY FROM THE PUBLISHER
ROSS - MARTIN COMPANY, BOX 800, TULSA 7410!)



A.AP.L. FORM 610

OPERATING AGREEMENT

EFFECTIVE AS OF MARCH 7, 1947
THIS AGREEMENT, entered into this_____ day of , 1959_. between

SINCLAIR OTII, CORPORATION . ,
hereafter designated as ‘‘Operator”, and the signatory parties other than Operator.
WITNESSETH, THAT:
'WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated,
unleased mineral interests in the tracts of land described in Exhibit “A", and all parties have reached an

agreement to explore and develop these leases and interests for oil and gas to the extent and as hereinafter
provided;
NOW, THEREFORE, it is agreed as follows:
1. DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here sscribed to

them,

(1) The words “party' and “parties’ shall always mean a ﬁarty. or parties, to this agreement,

(2) The parties to this agreement shall always be referred to as “it" or “they”, whether the parties be cor-
porate bodies, partnerships, associations, or persons real,

(3) The term “oil and gas" shall include oil, gas, casinghead gas, gas condensate, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated. '

(4) The term “ofl and gas interests” shall mean unleased fee and mineral interests in tracts of land lying
within the Unit Area which are owned by parties to this agreement,

(8) The term “Unit Area" shall refer to and include all of the lands, oil and gas leasehold interests and ofl
and gas lnterests intended to be developed and operated for oll and gas purposes under this agreement.
Such lands, cll and gas leasehold interests anld oil and gas interests are described in Exhibit “A”,

(8) The term “drilling unit" shall mean the area flxed 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, & drilling
unit shall be the drilling unit as established by the pattern of drilling in the Unit Area or as fixed by ex-

press agreement of the parties,
(7) AN exhibite attached to this agreement are made a part of the contract as fully as though copled in full
: in the contract.
(8) The words “equipment” and “materials" as used here are synonymous and shall mean and include all

-

oil field supplies and personal property acquired for use in the Unit Area.
2. BHREE~-RIGAMIMNATION, LOSS OF LEASES AND OIL AND GAS INTERESTS
A—Flie-Examinations
Each-parts-otherthan-Oporators
recent date, together with all title papers in its possession covering leases and oil and gas interests wh
subjecting to this contract. All of these abstracts and title records shall be examined for the be of all par-

tles by Operator's attorneys.

Operator shall promptly submit abstracts certified from beginning to rece ate, together with all title
Subjecting to this agreement, to
for examination by the latter’s

papers In its possession covering leases and oil and gas interests which it

attorney for the benefit of all partles.

All title examinations shall te made without charfe. FEach examining attorney shall prepare a com-
blete title report on each separate tract based h the abstract record and title papers submitted to him. Each
title report shall contain a list of fee ow oﬁéfzheir interests, shall state the attorney's opinfon concerning

Zontain an enumeration and description of title defects, if any, a report up-

validity of their interests, and sh

on mortgages, taxes, pend g”suits, and judgments, and unrelcased oil and gas leases, and a list of require-

mentsg, if any, upon ch the examiner's approval of title to the lease or oil and gas interest is contingent, The
title report s also contain a specific description of the ofl and gas lease being subjected fo this contract,
atement of lts form, term (which will be satisfactory if it has a primary term explring not sooner

Qan. Y —amount-ofrovaltyustatus-ol-delav-rontalparments—end-unusual-deiiHing

—

“Joint Loss"



A.APL. FORM ¢10

bli . Lot 1 i (8-aRd—othorgpecial-burdens—a copy-oi-each-title api' -
of each supplementsl opinion, and of all final opinlons, shall be sent promptly to each party. The oplntén ol
the examining attorney concerning the validity of the title to each oil and gas interest and each Jefse, and the
smount of interest covered thereby shall be binding and conclusive on the parties, but M€ acceptability of
leases as to primary term, royalty provisions, drilling obligations, and special bysdéns, shall be & matter for

approval and acceptance by an authorized representative of each party.

All title examinations shall be made, and title reports sub €d, within a period of _____days after the
submission of abstracts and title papers. Each party shall-h good faith, try to satisfy the requirements of the

' examining attorneys concerning its leases and interosfs, and each thall have & period of days from

receipt of title report for this purpose. 1If theATtle to any lease, or oll and gas interest, is finally rejected by
the examining attorney, all parties s then be asked to state in writing whether they will waive the title
defects and accept the leases or eresis, or whether they will stand on the attorney's opinion. 1f one or more
parties refuse to waive titd€ defects, this sagreement shall, in that case, be terminated and abandoned, and all
abstracts and title papers shall be returned to their Senders. If gl] titles are approved by the examining at-
torneys, or ar€ accepted by all parties, and if all leases are accepted as to primary terms, royslty provisions,
drillipg obligations and special! burdens, all subsequent provisions ¢f this agreement shall become operative

.
<T-ST=RE. R Re-—-Po 2R—~511 BrOGeeM = ¥ ¥ O SRS I * AT8-RAETalng & .

B. Fallure of Title:

After all titles are approved or accepted, any defects of title that may develop shall be the joint re-
sponsibility of all parties and, if a title loss occurs, it shall be the loss of all parties, with each bearing its pro-
portionate part of the luss and of any liabilities incurred in the lose. If such a loss occurs, there shall be no
change In, or adjustment of, the interests of the parties in the remaining portion of the Unit Area.

C. Loss of Leases For Other Than Title Fallure:

If any lease or interest subject to this agreement be lost through failure to develop or because express
or implied covenants have not been performed, or if any lease be permitted to expire at the end of its primary
term and not be renewed or extended, the loss shall not be considered a failure of title and all such losses shall
be joint losses and shall be borne by all parties in proportion to their interests and there shall be no readjust-
ment of interests in the remaining portion of the Unit Area.

3. UNLEASED OIL AND GAS INTERESTS

If any party owns an unleased oll and gas Interest in the Unit Area, that interest shall be treated for
the purpose of this agreement as if it were 2 leased interest under the form of oil and gas lease attached as
Exhibit “B" and lor.the primary term thereln stated. As to such interests, the owner shall receive royalty on
production as pre,scribed in the form of oil and gas lease attached hereto as Exhibit “B". Such party shall,
however, be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns

the lessee interest,

4. INTERESTS OF PARTIES

Exhibit “A" lists all of the parties, and thelr respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con-
tract shall be borne and paid, and all equipment and material acqmred in operatzons on the Unit Area shall be
owned, by the partles as their interests are given in Exhibit "A"/ J’Sl proguchon of oll and gas from the

Unit Artea, subject to the payment of lessor's royalties, shall also be owned by the parties in the same manner.

~—~2—
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If any oll and gas lease covered by this agreement s subject to an overriding royalty, production pay-
ment, or other charge over and above the usual one-eighth (%) royalty, the party contributing that lease shall
assume and alone bear al} such excess obligations and shall account for them to the owners thereof out of its

share of the working interest production of the Unit Ares,

5. OPERATOR OF UNIT

Sinclair 01l Corporation ghall be the Operator of
the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per-
mitted and required by, and within the limits of, this agreement. It shall conduct all such operations in a good

and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustained,
or libilitles incurred, except such as may result from gross negligence or from breach of the provisions of

this agreement.
8. EMPLOYEES

The number of employees and their selection, and the hours of labor and the compensation for services
performed, shall be determined by Operator. All emﬁloyees shall be the employees of Operator.
_ 7. TEST WELL
Onor beforethe.. . dayof 18 , Operator shall commence the drili-
ing of a wetll for oll and gas in the following location: :

NONE

and shall thereafter continue the drilling of the well with due diligence to

unless granite or other practically impenetrable substance {s encountered at a lesser depth or unless all parties
agree to complete the well at a lesser depth.

Operator shall make reasonable tests of all formations encountered during drilling which give indica-
tion of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited in its ap-
plication to a spécmc formation or formations, in which event Operator shall be required to test only the
formation or formations to which this agreement may apply.

If in Operator’s judgment the well will not produce oil or gas in paying quantities, and it wishes to
plug and abandon the test as a dry hole, it shall first secure the consent of 2ll parties to the plugging, and the
well shall then be plugged and abandoned as promptly as possible.

8. COSTS AND EXPENSES
Except as herein otherwlse specifically provided, Operator shall promptly pay and discharge all costs
and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall
charge each of thg partles hereto with thelr respective propo'rtionate shares upon the cost and expense basis
provided in the Accounting Procedure attached hereto and marked Exhibit “C". It any provision of Exe
hibit “C” should be inconsistent with any provision contained in the body of this agreement, the provisions in
the body of this agreement shall prevail.

Operator, at its election, shall have the right from time to time to demand and redelve from the other
parties payment In advance of their respective shares of the estimated amount of the costs to be incurred in
operations hereunder during the next succeeding month, which right may be exercised only by submission to
each such party of an itemized statement of such estimated costs, together with an Invoice for its share there-
of. Each such statement and involce for the payment in advance of estimated costs shall be submitted on or
before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share ot
such estimate within fifteen (15) days after such estimate and involce is reccived. If any party_falls to pay its
share of snid estimate within said time, the amount due shall bear interest at the ra?eioggz:( xé;g A&%cpeept
annum until paid. Proper adjustment shall be made monthly betwecn advances and actual cost, to the end

thet each party shall bear and pay {ts proportionate share of actual cests incurred, and ne maere,

—8—
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9. OPERATOR'S LIEN

Opertator is given a first and preferred lien on the interest of each party covered by this contract, and
in each party's interest in oil and gas produced and the proceeds thereof, and upen each party's interest in ma-
terial and equipment, to secure the payment of all sums due from each such party to Operator,

In the event any party falls to pay any amount owing by it to Operator as its share of such costs and
expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to
other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas,
the proceeds accruing to the working interest or {nterests in the Unit Ares of the delinquent party up to the
amount owing by such party, and each purchaser of oil or gas is authorized to rely upon Operator’s statement
as to the amount owing by su‘ch party.

In the event of the neglect or fallure of any non-operating party to promptly pay lts proportionate part
of the cost and expense of development and operation when due, the other non-operating parties and Operator,
within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contribute
to the payment of such delinquent indebtedness and the non-operating parties so contributing shall be entitled
to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or
defaulting party to Operator of any amount or amounts on such delinquent indebtedness, or upon any recovery
on behalt of the non-operating parties under the lien conferred above, the amount or amounts so paid or re-
covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor.
tionately in accordance with the contributions theretofore made by them,

10. TERM OF AGREEMENT

This agreement shall remain in full force and effect for as long as any of the oil Snd gas leases subjected
to this agresment remein or are ¢ontinued in force aé to any part of the Unit Area, whether by production, ex-
tension, renewsl or otherwise; provided, however, that in the event the first well drilied hereunder results in
a dry hole and no other well is producing oil or gas in paying quantities from the Unit Area, then at the end
of ninety (90) days after abandonment of the first test well, this agreement shall terminate unless ona or
more of the parties are then engaged In drilling a well or wells pursuant to Section 12 hereof, or all parties
have agread to drill an additional well or wells under this agreement, in which event this agreement shall con-
tinue In force until such well or wells shall have been drilled and completed. If production results there-
from this agreement shall continue {n force thereafter as if said first test well had been productive in paying
quantities, but if production In paying quantities does not result therefrom this agreement shall terminate
at the end of ninety (80) days after abandonment of such well or wells, It is agreed, however, that the term-‘
ination of this agreement shall not relleve any party hereto from any liability which has acerued or attached

prior to the date of such termination. | '

11. LIMITATION ON EXPENDITURES

Without the consent of all parties: (a) No well shall be drilled on the Unit Ares except any wel] ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agreement, it being understood that the consent to the drilling of a well shall include consent to all
necessary expendifures in the drilling, testing, completing, and equipping of the well, including necessary
tankage: (b) No well shall be reworked, plugged back or deepened except & well reworked, plugged back or
deepened pursuant to the provisions of Section 12 of this ag.r’eement. it being understood that the consent to
the reworking, plugging back or deepening of a well shall Include consent to all necessary expenditures in
conducting duch operations and -completing*and equipping of said well to produce, including necessary tank-
age; (¢) Operator shall not undertake any single project reasonably estimated to require an expenditure in
excess ot Five Thousand-w-~vcceeomeeccm-vnann lrtiadbalydurionfetorsionlied Dollars ($.2:.Q00.00
except {n connectlon with a well the drilling, reworking, deepening. or plugging back of which has been pre-
. viously authorized by or pursuant to this agreement; provided, however, that in case of explosion, fire, flood,
or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur

such expenses as in {ts opinion are required to deal with the emecrgency and to sofcguard life snd property,
but Operator shall, as promptly as possible, report the emergency 1o the other parties. Operator shall, upon
request, furnish copies of its “Authority for Expenditures” for any single project costing fn ex-

$ 2’500.00 R

cess of

—
- #3¢e Section 31(c¢) for additional provision.
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12, OPERATIONS BY LESS THAN ALL PARTIES

If all the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7, or upon the reworking. deepening or plugging back of a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and not then producing In paying
quantities on the Unit Area, any party or parties wishing to drill, rework, deepen or plug back such a well
may give the other parties written notice of the proposed operation, specifying the work to be performed,
the location, proposed depth, objective formation and the estimated cost of the operation. The parties recelv-
ing such a notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where
a drilling rig is on location, the period shall be limited to fortv-cight {48) hours exclusive of Saturday or Sun'-
day, a?te? r&%})?’gfﬁi notice within which to notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operation. Failure of a party receiving such a notice to so reply to
it within the period above fixed shall constitute an election by that party not to participate in the cost of the

proposed operation,

If any party receiving such a notice elects not to participate in the proposed operatien (such party or
parties belng hereafter referred to as "Non-Consenting Party™), then in or&er to be entitled to the benefits
of this section, the party or parties giving the notlce and such other partles as shall elect to participate In the
operation (all such parties being hereafter referred to as the “Consenting Parties’”) shall, within thirty (30)
days after the expiration of the notice period of thirty (30) days (or as promptly as possible after the expire
ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work

on the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties In the
proportions that their respeétive interests as shown In Exhibit "A” bear to the total interests of all Consenting
"Parties. Consenting Parties shall keep the leasehold estatest involved in such operations free and clear of 3li)
liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If
such an operation results {n a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this
sectlon results In a producer of ol! and/or gas in paying quantities, the Consenting Parties shall complate snd
equip the well to produce at thelr sole cost and risk, and the.well shall then be turned over to Operator and
shall be operated by It at the expenze and for the account of the Consenting Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging back of any such well by Congenting Parties
in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relina
quished to Consenting Parties, and the Consenting Parties shall own and be entitled to recelve, in proportion
to their respective interests, all of such Non-Consenting Party's interest in the well, its leasehold operating
rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro-
duction taxes, royalty, overriding royalty and other interes}s payable out of or measured by the production
from such well accruing with respect to such Interest untll it reverts) shall ;qual the total of the following:

(A) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including, but not limlted to, stock tanks, separators, treaters,
pumplng equipment and piping), plus 100¢; of each such Non-Consenting Parly's share of the cost of
operation of the well commencing with first production and continuing until each such Non-Consenting
Party's rellnquished Interest shall revert to it under other piovlsKOns of this section, it being agreed that
each Nén-COnsenting Party’'s share of such costs and equipment will be that interest which would have
been chargeable to each Non-Consenting Party had it participated in the well from the beginning of

the operation; and

(B) 2009 of that portion of the costs and expenses of drilling, rewerking, decpening or plugging baek,
testing and completing, after dcducting any cash contributions received under Section 25, and 2009
of that portion of the cost of newly acquired cquipment in ‘the well (to and including the wellhead
connectiong), which would have been chargeable to such Non-Consenting Party if it had participated

thereln.

—



A.APL FORM €10 ' .

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, 8l casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or deeper drilling, the Consenting Parties ghall account for all such equipment to the owners thereof,

with each party receiving its proportionate part in kind or in value.

Within sixty (80) days after the completion of any operation under this section, the party conducting
the operations for the Consenting Parties éhau furnish each Non-Consenting Party with an inventory of
the equipment in and connected to the well, and an {temized statement of the cost of drilling, deepening.
plugging back, testing, completing, and equipping the well for production; or, at its option, the operating
party, in lieu of an itemized statement of such costs of operation, may submit 2 detailed statement of monthly
billings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all
costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil
and gas produced from it and the amount of proceeds realized from the sale of the well's working interest
production during the preceding month, Any amount realized from the sale or other disposition of equip-
ment newly acquired In connection with any such operation which would have been owned by a Non-Con-
senting Party had it participated therein shall be credited against the total unreturned costs of the work done
and of the equipment purchased, in détetmining when the interest of such Non-Consenting Party shall revert
to it as above provided; {f there is a credit balance it shall be pald to such Non-Consenting Party.

If and when the Consenting Parties recover from a Non-Consanting Party's relinquished interest the
smounts provided for sbove, the relinquished interests of such Non-Consenting Party shall automatically
revert to it and from and after such reversion such Non-Consenting Party shall own the same Interest in such
wel), the operating rights and working interest thereln, the material and equipment in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have owned had it participated in the
drilling, reworking, deepaning or plugging back of sald well. Thereafter, such Non-Consenting Party shall be ‘
charged with and shall pay its proportionate part of the further costs of the operation of said well in accord-
ance with the terms of this agreement and the accounting procedure schedule, Exhibit “C'", attached hereto.

’ Notwlthstanding the provislons of this Section 12, it is agreed that without the mutual consent of all

parties, no wells shall be completed in or produced from a source of supply trcim whichla well lo§at§d else- 4
whera on the Unit Area {s producing, unless such well conforme to thes ac&%é‘k‘xﬁﬁzﬁémﬁxﬁﬁge

oo xoteoexedxwrdx. by the governmental agency having Jurisdietion.

The provisions ¢f this section shall have no application whatsoever to the drilling of the initlal test
well on the Unit Area, butl shall apply to the reworking, deepening, or plu'gging back of the initial test well
after it has been drilled to the depth specified in Section 7, if it is, or thereafter shall prove to be, a dry
hole or non-commercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro-
posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of
the inftial test well. '

13. RIGHT TO TAKE PRODUCTION IN KIND

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas pro-
duced from the Unit Area, exclusive of production which may be used in development and producing oper-
ations and In preparing and treating oil for marketing purposes and production unavoldably lost, Each party
shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royalties, or other payments
due on fts share of such production, and shall hold the other parties free from any liability therefor. Any
extra expenditure incurred in the taking In kind or separate disposition by any party of iis proportionate
share of the production shall be borne by such party.

Each party shall exacute all division crders and contracts of sale pertaining to its interest in produc-
tion from the Unit Area, and shall be entitled to recelve payment direct from the purchaser or purchasers

.

thereof for its share of all production.

e —
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In the event any party shall fail to make the arrangements necessary to take in kind or scparately
dispose of its proportionate share of the oil and gas produced from the Unit Area, Operator shall have the
right, subject to revocation at will by the party owning it, but not the obligation, to purchase such oil and
gas or sell it to others for the time being, at not less than the market price prevailing in the area, which
shall in no event be less than the price which Operator receives for its portion of the oil and gas produced
from: the Unit Area. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of
81l oil and gas not previously delivered to a purchaser. Notwithstanding the foregoing, Operator shall not

. make a sale into interstate commerce of any other party's share of gas production without first ghutoRinxXX

PRI Matxe MXEe X HER X M e 3ok ed kst totmttet i xixob baining such other party's written
consent.

14. ACCESS TO UNIT AREA

.

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or
observe operations, and shall have access at reasonable times to information pertaining to the development
or operation thereof, including Operator's books and records relating thereto. Operator shall, upon request,
furnish each of the other parties with copies of all drilling reports, well logs, tank tables, daily gauge and
run tickets and reports of stock on hand at the first of each month, and shall make availzable samples of any

cores or cuttings taken from any well drilled on the Unit Area,

15. DRILLING CONTRACTS

All wells drilled on the Unit Area shall be drilled on a competitive contract baseic at the nrial rates
prevailing in the area. Operator, it it so desires, may employ {ls own tools and equipment in the drilling
of wells, but its charges therefor shall not exceed the prevailing rates in the field, and the rate ot such
charges shall be agreed upon by the parties in writing before drilling operations are comme;\ced, and such
work shall be performed by Operator under the same terms gnd conditions as shall be customary and usual
in the field in contracts of independent contractors who are doing work of a similsr nature, '

3

16. ABANDONMENT OF WELLS

No well, other than any well which has been drilled or Teworked pursuant to Section 12 hereof for
which the Consenting Parties have not been fully reimbursed as thereln provided, which has been com-
pleted as » producer shall be plugged and abandoned without the consent of all parties; provided, however,
if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parties its proportionate share of the value of the well's salvable material and equip~
ment, determined In sccordance with the provisions of Exhibit “C”, less the estimated cost of salvaging and
the estimated cost of plugging and abandoning. Each abandoning party shall then assign to the non-
a.bandoning parties, without warranty, express or implied, as to title or as to guantity, quality, or fitness for use
of the equipment‘and material, all of its interest {n the well and its equipment, together with its Interest In
the leatehold estate as to, but only as to, the interval or intervals of the formation or formations then open
to production, . The assignments so Jimited shall encompass the “drilling unit” upon which the well is located.
The payments by, and the assignments to, the assignees shall be in a ratio based upon the relationship of
their respective-percentages of participation in the Unit Area to the aggregate of the percentages of partici-
pation in the Unit Area of all assignees. There shall be no readjustment of interest In the remalning portion

of the Unit Ares.

After the éssignment, the assignors shall have no further responsibility, liability, or interest In the
operation of or production from the well in the {nterval or Intervals then open. Upon request of the assignees,
Operator shall continue t.o operata the assigned well for the seccount of the non-abandoning partles at the
rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as

the result of the separate ownership of the assigned well.

—_—
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17. DELAY RENTALS AND SHUT.IN WELL PAYMENTS

Fach party shall pay all delay rentals and shut-in well payments which may be required under the
terms of its lease or leases and submit evidence of each payment to the other parties at least ten (10) days
prior to the payment date. The paying party shall be reimbursed by Operator for 100% of any such delay
rental payment and 100% of any such shut-in well payment. The amount of such reimbursement shall be
charged by Operator to the joint account of the parties and treated in all respects the same as costs incurred
in the development and operation of the Unit Area. Each party responsible for such payments shall diligently
attempt to make proper pay'ment. but shall not be held liable to the other parties in damages for the loss of
any lease or interest therein if, through mistake or oversight, any rental or shut-in well payment is not paid
or is erroneously paid. The loss of any lease or interest therein which results from a failure to pay or an er-
roneous payment of rental or shut-in well payment shall be a joint loss and there shall be no readjustment of
interests in the remaining portion of the Unit Area. 1f any party secures a new lease covering the terminated
interest, puch acquisiton shall be subject to the provisjons of Section 23 of this sgreement, )

Operator shall promptly notify each other party hereto of the date on which any gas well located on
the Unit Area is shut in and the reason therefor.

18. PREEERENTEHAB-RIGHE-FO-BURGHASE
-Should-any—paiiy desire-to-sett-al-orany-pari-ofits—inieres

18. SELECTION OF NEW OPERATOR

Should a sale be made by Operator of its rights and interests. the other partles shall have the right
within sixty (80) days after the date of such sale, by mejority vote in interest, to select & new Operator. If
'} r{ew Operator is not so selected, the transferee of the present Operator shall assume the duties of and act as
Operator, In either case, the retiring Operator shall continue to serve as Operator, and discharge its dutles
in that capacity under this agreement, until its successor Operator is selected and begins t¢ function, but the
present Operator shall not be obligated to continie the performance of its duties for more than 120 days after
the sale of its rights and Interests has besn completed.

-8
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20. MAINTENANCE OF UNIT OWNERSHIP

For the purpese of maintaining uniformity of ownership in the oil and gas leasehold interests covered by
this contract, and notwithstanding any other provisions to the contrary, no party zhall sell, encumber, transfer
or make other disposition of its interest in the leases embraced within the Unit Area and in wells, equipment
and production unless such disposition covers either:

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

very such sale, encumbrance nsfer or other dispositiop mede by any party shall be made expressly
with assumptio oiJé o’b"ﬁ atfons hereunder in wrf'tin by ass
subject to this agreernen;,/;nd shall be r§ade without prejudice to the rights of the%theypart{esj.'gnee’

I st any time the interest of any party is divided among and owned by four or more co-owners, Opera-
tor may, at its discretion, require such co-owners to appoint a single trustee or agent with full authority to re-
ceive notices, approve expenditures, receive billings for and approve and pay such party's share of the joint
expenses, and to deal generally with, and with power to bind, the co-awners of such party's interests within
the scope of the operationé embraced in this contract; however, 81l such co-owners shall enter into and executs
all contracts or Bgresments for the disposition of their respective shares of the oil and gas produced from the
Unit Area and they shall have the right to receive, separately, payment of the sale proceeds thereof,

21. RESIGNATION OF OFPERATOR

Operator may resign from -its dutles and obligations ss Operator at any time upon written notice of not
less than ninety (90) days given to all other parties. In this case, all parties to this contract shall s‘qlect by
majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and
have the rights, preseribed for Operator by this agreement. The retiring Operator shall deliver o its successor
gll records and information necessary to the discharge by the new Operator of its duties and obligations.

22, LIABILITY OF PARTIES

The liability of the parties shall be severa), not joint or collective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate sharg of the costs of developing and
operating the Unit Area. Acecordingly, the lien granted by each party to QOperator in Section § is given to ze-
cure only the debts of each severally. It Is not the intention of the parties to create, nor shall this agreement
be construed as creating, = mining or other partnership or assoclation, or to render them liable as partners.

23, RENEWWAL OR EXTENSION OF LEASES
It any party secures a renewal of any oil and gas lease subject to this contraet, each and all of the other
parties shall be notified promptly, and shall have the right to participate in the ownership of the ranewal lease
by paying 1o the party who acquired it thelr several proper proportionate shares of the a.cquisition cost, which .
shall be In proportion to the interests held at that time by the parties in the Unlt Area,

If.some, but less than all, of the parties eleet to participate In the purchase of s renawal lease, it shall
be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec-
tive percentage of participation in the unlt area to the aggregate of the percentages of participation in the unit
ares of all pa{'tles participating In the purchase of such renewal tease. Any renewal lease in which less than

all the parties elect to participate shall not be subject to this agreement,

Each party who patrticipates in the purchase of a renewal lease shall be given an assignment of its pro-
portionate interest therein by the acquiring party.

The provisions of this section shall apply to renewal .Ieases whether they are for the entire interest
covered by the expiring lease' or cover only a portion of its area or an interest therein. Any renewal lesse
taken before the expiration of its predecessor lease, or taken or contracted for within six (§) months after
the expiration of the existing lease shall be subject to fhis provision; but any lease taken or contracted for
more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and

gshall not be subject to the pravicions of this section,

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases.

—g—
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24. SURRENDER OF LEASES

The leates covered by thiz agreement, in so far a3 they embrace acreage in the Unit Area, shall not be

surrendered in whole or in part unless all parties consent.

However, should any party desire to surrender Its Inlerest in any lease or In any portion thereof, and
other parties not agree or consent, the party desiring to surrender shall assign, without express or implied
warranty of title, all of its interest in such lease, or portion thgreof, and any well, material snd equipment
which may be Jocated thereon and any rights in production thereafter secured, to the parties not desiring to
surrender it, Upon such asslgnment, the assigning party shall be relieved from all obligations thereafter mc-
cruing, but not theretofore accrued, with respect to the acreage assigned and the operation of any well there-
on, and the assigning party shall have no further interest in the leare assigned and its equipment and produetion.
The parties assignee shall pay to the party assignor the reasonable salvage value of the latter's interest in any
wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit "C”,
less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 1f the assignment is in
favor of more than one party, the assigned interest shall be shared by the partles assignee in the proportions
that the interest of each bears to the interest of all parties assignee.

Any asslgnment or surrender made under this provision shall not reduce or chahge the agsignors’ or sur-
rendering parties’ interest, as it was immediately before the assignment, in the balance of the Unit Area; and
the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter be subject to the

" terms angd provisions of this agreement.

25. ACREAGE OR CASH CONTRIBUTIONS

It sany party receives while this agreement is In force a contribution of cash toward the dnlling of a
well or any other operation on the Unit Area, such contribution shall be paid to the party who conducted the
drilling or other operation and shall be applied by {4t against the cost of such drilling or other opex‘étei?;ae 1t
the contribution be in the form of acreage, the party to whom the contribution is made shall promptlyx
an assignment of the acreage, without warranty of title, to all parties to this agreament in proportion to thelr
interests in the Unit Area at that thne, and such acreage shall become a part of the Unit Area and be governed
by all the provisions of this contract. Each party shall promptly notify all qther parties of all acreage or

money contributions it may obtain in support of any well or any other operation on the Unlt Area,

28, PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authorily of Section 781(a) of the Internal Revenue Code of
1?54. to be excluded from the application ot all of the provisions of Subchapter K of Chapter 1 of Subtitle A of
the Internal Revenue Code of 1954, If the income tax laws of the state or states in which the property covered
hereby is located contain, or may hereafter contain, provisions similar to those ¢ontained In the Subchapter of
the Interhal Revenue Code of 1954 above referred to under which a similar election is permitted, each of the
parties agrees that such election shall be exercised. Each party autherlzes and dizects the Operator to execute
such an election or elections on its behalf and to file the election with the proper governmental office or
ngency. If requested by the Operator so to do, each party agrees to execute and join in such an election.

Operator shall render for ad valorem taxation all property subject to this agreement which by law
should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they become delin-
quent. Operator shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhibit “C",

It any tax asressment is consldered unreasonable by Operator, it may at {ts discretion protest such valua-
tlon within the time and manner prescribed by law, and prosecute the protest to a final determination, unless
all parties agree to abandon the protest prior to final determination. When any such protested valuation shall
have been {inally determined, Operator shall pay the assessment for the joint account, together with Interest and
penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided
{n Exhibit “C",
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27, INSURANCE

all times during the term of this agreement carxy insurance %o

+ forth in Exhibit "D" hereto attached snd made a part
hee t in connection with opera-

e in the insurance

(a) Operator shall at

Totect the parties hereto
gereof, and no other insurabce for the benefit of the parties

' hang
tions under this sgreement phall be carried by Operator, and uo ¢
get forth in Exhibit "D" shall be made unless sgreed to in writing.

ractors performing work under this agreement to

1 ire all cont
(b) Operator shall require "E" attached hereto and made a part hereof.

carry insurance as set forth in Exhibit
'(c )n the event Automobile Public Liability Insurance is specified in said Exhibit "D”, or subsequently re-
celves the approval of the parties, no direct charge shall be made by Operator for premiums paid for such in-

surance for operator's fully owned automotive equipment.
28. CLAIMS AND LAVWSUITS

If any party to this contract is sued on an alleged cause of action arising out of operations on the Unit
Area, or o.n an alleged cause of action involving title to any lease or oil and gas interest subjected to this con-
tract, it shall give prompt written notice of the suit to the Operator and all other parties,

The defense of lawsults shall be under the general direction of a committee of lawyers representing the
partles, with Operator's attorney as Chalrman. Suits may be settled during litigation only with the joint con-
sent of all parties. No charge shall be made for services performed by the stalt sttorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits, together with the amount pald to discharge
any final judgment, shall be considered costs of operation and shall be charged to and paid by all parties in
proportion to their then interests in the Unit Area. Attorneys, other than staff attorneys fot the parties, shall
be employed In lawsuits involving Unit Area operations only with the consent of all parties; if outside counsel
is employed, their fees and expenses shall be cons.dercd Unit Arva expense and shall be pald by Operator and
charged to all of the parties in proportion to their then interests in the Unit Area, The provisions of this
paragraph shall not be applied in any instance where the loss which may result from the suit is treated as an
individual loss rather than a joint loss under prior provisions of this agreement, and gll such suits shall be '
handled by and be the sole responsibility of the party or parties concerned,

Damage claims caused by and arising out of operations on the Unit Area, conducted for the joint ac-
count of all partles, shall be handled by Operator and itz attorneys, the settlement of claims of this kind shall
be within the discretion of Operator so long as the amount paid in settiernent ot any one ¢iaim does not exceed
one thousand (5'1900.00) dollars and, if settled, the sums paid in settlement shall be charged as expense to
and be paid by all parties in proportion lo their then interests in the Unit Area.

29. FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under
this agreement, other than the obligation to make money payments, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the
obligations of the party glving the notice, so far as they are affected by the force majeure, shall b'e suspended
during, but no lenger than, the continuance of the force majeure. The affected party sha)l use sall possible
ditigence to remove the force maeajeure as quickly as possible.

The requirement that any force majeurs shall be remedied with all reasonable dispatch shall not require
the settlement of strikes, lockouts, or other labor difficulty by the party fnvolved, contrary to its wishes: how
all such difficulties shall be handled shall be entirely within the discretion of the party concerned.

The term.“force majeure" as here employed shall mean an act of God, strike, lockout, or other industrial
disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov-
ernmental rastraint, unavailability of equipment, and any other cause, whether of the kind specifically enum-
erated above or otherwise, which Is not reasonabl} within the control of the party elaiming suspension.

30. NOTICES

All notices authorized or required between the partles, and required by any of the provisions of this
agreement, shall, un}ess otherwise specifically provided, be given in writing by United States mail or Western
Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice Is given at the
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addresses listed on Exhibit “A”. The originating notice to be given under any proviston hereof shall be deemed
given only when received by the party to wham such notice is directed and the time for such party to give any
notice in response thereto shall run from the date the originating notice is received. The second or any re-
sponsive notice shall be deemed given when deposited in the United States mail or with the Western Union
- Telegraph Company, with postage or charges prepaid. Each party shall have the right to change i?s address
at any time, and from time to time, by giving written notice thereof to all other parties.

31, OTHER CONDITIONS, IF ANY, ARE:

(a) No well shall be drilled in the Unit Area until after title to
the drillsite lease has been examined by an attorney approved by all
partles participating in the c¢ost of the well, and the title has heen
approved by said examining attorney and the title has been accepted by
all parties participating in the costs. All costs incurred in connec-
tion with examining titles shall be charged to the Joint account of the
partlies hereto.

(b) This Operating Agreement 1s subject to all the terms and provi-
sions of that certain Parmout Agreement between John H. Trigg, et ux.,
and Sinclair OLll & Gas Company (now Sinclair 0il Corporation), dated
November 4, 1966, which by reference is incorporated herein for all
purposes.

(¢) 1In spite of any provisions to the contrary appearing in Sec-
tion 11 hereof, consent to the drilling of a well shall not be deemed
@8 consent to the setting of casing and a completion attempt., After any
well drilled pursuant to this agreement has reached ite authorized depth,
Operator shall give immediate notice to Non-Ogerators. The parties re-
celving such rnotice shall have forty-eight (48) hours (exclusive of
Saturdays or Sundays or legal holidays) in which to elect whether or
not they desire to set casing and to participate in a completion at-
tempt. Fallure of a party receiving such notice so to reply within
the period above fixed shall constitute an election by that party not
to participate in the cost of a completion attempt. If all of the
parties elect to plug and abandon the well, Operator shall plug and
abandon same at the expense of all of the parties, If one or more, but
less than all, of the parties elect to sat pipe and to attempt a com-
pletion, the provisions of Section 12 shall apply to the operations
thereafter conducted by less than all parties,
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This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs,

successors, representatives and assigns.

Effective March 4, 1969, Sinclair Qil Corporation, a New York
corporation, was merged into Atlantic Ricnhfield Company, & Pennsylvenia

corporation, and all interestis

of the merged company in the within

operating agreement and any antecedent 2greements by operation of law

vested in, and all obligations
ithin operating agreement and
by Atlantie Richfield Company.
agreemen;ﬁg bein executed by
day of /) G c Ao 5 1969,

- ATTEST:

ATTEST:

inmpcsed on the rmerged company by the

eny antecedent agreements were assumed
For this reason the within operating

Atlantic Richfield Company this £

ATLANTIC RICHFIBLD COMPANY !

By, Cz/f /e %\'K&

+ 3. Tinkler ;
Its Attorney-in-Fact \

QL///U

(rjohn H, Trigg

Pauline V, Trigg

’



New Mezxico
ACKNOWLEDGMENT
(PERSONAL ACKNOWLEDGMENT)

STATE oF'l“QC"v-QVQIUﬂ" N PPN AT RN AN ISR IR IO NI AR RPN NN (e
COUNTY OF i st imssssismsessssiios sres RO

The foregoing {nstrument was acknowledged before me this......ocivniiiecddy Bl e s

LT T

My COMMIIION CXPIPEN I cervvurereririeisenrerisenmssrmarsesnnitsensesbssssnsssssnsassss T Notary Public

(PERSONAL ACKNOWLEDGHENTl

STATE OF...o...... NEW. MEX_T.CQ ........................................... }
i T H

COUNTY OF......... CHAVES...coommsveasserssiiomrsrsrsrecsnsin ) Z“L
The {oregoing instrument was acknowledged before me this... 7 day of...... 73’14&41.4_/_“, l9..é..f by

77}4;«.«4) ...... J ANl rt) .

My commlssion expires:.. k.. ?\ AL2L Notary Public

{PERSONAL ACKNOWLEDBMIENT)
COUNTY OF i ecrsiveescetsesinnas

My COMMIBIION EXPITEI L oevereeerececeeirieessmecncernreeemss e esesseesemsensa consen N T Notary Publle

({ACKNOWLEDGMENY BY AYTORNEY)

STATE OF o B A
COUNTY OF... MIDLAND }“

/‘/ '
The trgin et v oot s .ty et DD DL s 19,59,
Ca. S, TINKLER
: L -In-fact in behalf of
ATTANTIC RICHFIELD COMPANY, "4 Feiinsy fvania corporamor'{'f" e

(R TTTINS

...................

7 I o,

My commission expires (@ PieCoin L, / f:é;fld Notary Publi

{ACKNOWLEDGMENT BY CORPORATION)

S8TATE OF............] TEXAS. , ) 3
COUNTY OF MIDLAND } "

The foregoing instrument was acknowledged before me this... ....day of... USRS | . by

D P « Y » .01 -1- SOOI/ <1 Presiden..t. ..... S S SINCLAIR OIL CORPORATIQN .............. ,

(raus) (TrrLn) (CORPORATION)
[ TP New.Yark..cw. corporation, on behalf of sald corperatlon.

..............................................................................................................

My commission expires: et eseaem e ears Tt st Rt s neba sas b astn Notary Public

[ACKNOWLEDGMENT BY CORPORATION)

"

COUNTY OF ..eecitrrm e rseeiane pesssasss s sasevassoa. eetenianensiessemeoriit
The foregoing Instrument wat acknowledged before me thiso oo d¥ Of.ciitieriviesecsirs i issaersssssensaesmessssmsnas ,19 , by

O at e ovtu e Fonsam s esr e tr are R ag Nt e st TE bR N I OEr RNt Or] e s et re g ROt rrEE e e go e SaRTY YT et AIETORT o Or...-.“.....u....u.u............u..-.--u.......u.....n.--....u-n..........-.-.o..............-..

{NAME) - (TiTLy) {CORPORATION)

R eransmmrseaemassrssns apmans ssmsssssasionstcngesee e eenne COTPOTAtion, on behalf of said corporation.

My COMMIION EXPIFES? cuucimecciurectrmireerainen e iessesiesr et s cecmes e ' o Notary Public

s0a~-1082



EXHIBIT "A"

TO OPERATING AGREEMENT BY AND BETWEEN
SINCLAIR OIL CORPORATION, AS OPERATOR
OPERATORS, COVERING LANDS IN EDDY
COUNTY, NEW MEXICO

Lands Subject to Contract:

The S4 of Section 22 and the N4, NE{SWY and the NiSE:
of Section 27, both in Township 18 South, Range 27
East, N,M,P.M., Eddy County, New Mexico,

Restrictions, if any, as to Formations or Depths:

100 feet below the total depth drilled in the initial test
well or optional test well to be drilled by Sinclair 0il
Corporation, pursuant to farmout agreement dated November
4, 1966, vetween John H. Trigg, et ux., and Sinclair 01l
Corporation on the subject acreage, _

Peréentage or Fractional Interest of Parties Under Agreement:

Sinclair 011 Corporation 50%
John H. Trigg 50%

Leasehold Interest of the Partles:

01l and Gas Lease from the United States of America to J. T,

Bonner, lessee of record, dated April 1, 1948, Serial Number

LC-060122, covering, among other luands, the S4 Section 22 and
Ni, NE4SWL and NiSEL Section 27, Township 18 South, Range 27

East, N,M.P.M,, Eddy County, New Mexico,

Addresses df Parties to Whom Notices Should be Sent:

#Sinclair 01l Corporation
P. 0. Box 1470
Midland, Texas 79701

John H. Trigg
P. 0. Box 520
Roswell, New Mexlico

¥A11 accounting statements and billings should be mailed to
Sinclair 0il Corporation, P. 0. Box 521, Tulsa, Oklahoma 74102,
Attention: Accounting Department. All other notices should be
malled to the Midland Office.



Xew/IHD 601 73"-'.'-'.‘»'-&':":'-'4 COPAS — 1762
[ Recommended by the
. . Cauncl! of Perroleum
EXHIBIT "¢ " S
Attached {0 and made a part of..Qperating. Agreement. gcovering .
Jdands. in. Eddy. County,. New Mexico . r—
ACCOUNTING PROCEDURE
(JOINT OPERATIONS)
I. GENERAL PROVISIONS
1. Definitions

5'

1.

“Joint Property” shall mean the real and personal property subject to the agreement to which this “Accounting Pro-
cedure” js attached. :

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

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the nonoperating parties, whether one or more.

“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.

“Parties” shall mean Operator and Non-Operators.

“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 Classitication Manual
as most recently recommended by the Council of Petroleum Accountants Socleties of North America.

Conflict with Agreement
In the event of a confli¢t between the provisions of this Accounting Procedure and the provisions of the ugree-
ment to which this Accounting Procedure s attached, the provisions of the agreement shall control

Collective Action by Non-Operators :

Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure

and if the agreement to which this Accounting Procedure is attached contains no- contrary provisions in regard

thereto, the agreement or action of 2 majority in interest of the Non-Operators shall be controlling on all Non-

Operators,

Statements and Billings

Opersator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs and

expenses, for the preceding month, Such bills wa’ll be accompanied by statements reflecting the total charges

and credits as set forth under Subparagraph........x. N— below:

A. Statement in detail of all charges and credits to the Joint Account.

B. Statement of all charges and credits to the Joint Account, summarizéd by appropriate classitications indicative
of the nature thereof,

C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative
of the nature thereof, except that items of Controliable Material and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators
Each l;lon-Opergtor alhall pay its propo;ﬂon of all such bills within fifteen (15) days after receipt thereof. If pay-
maent {s not made within such time, the unpaid balance shall bear interest at the rate of b'e r
annum until paid, eigﬁﬁ W% g;@ént
Adjustments )

Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendared te Non-Operators by Operator during any calendar
year shall conclusively 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 perlioed a Non+Operator takes written excep~
tion 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 adjust-
ments resulting from & physical inventory of the Joint Property as provided for in Section VII,

Audits
A Non«Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit

Operstor's accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
(24) month period following the ond of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
8 of this Section I. Where there are two or more Non~Operators, the Non-Operators shall make every reasonadble
etfort to conduct joint or slmultaneous audits in a manner which wlill result in & minimum of ineonvenience to

the Operator.
. 1I. DIRECT CBARGES
Subjact to Umitatlons herelnaltcr prescribed, Operator shall charge the Jolnt Account with the follawing items:

Rantals and Royanities .
Delay or other rentals and royalties when such rentals and royalties are pald by Operator for the Joint Account

of the Partles.

Labor

A. Salarles and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.

B. Operator's cost of haliday, vacatlon, sickness and disabillty benefits and other customary allowances pald to the
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section 11
and Paragraph 1 of Section III; except that in the case of those employees only 8 pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Sectlon IlI, not more than the same -
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost
under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage assessment” on the
smount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section IT and Para-
graph 1 of Section IIT, If percentage assessmoent is used. the rate sha!l be tased on the Operator's cost experience,

C. Expenditures or contribulions made pursuant to assessments imporsed by governmental authority which are ap-
plicable to Operator's labor cost of salarics and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section Il and Paragraph 1 of Scction IIL,

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account
under Paragraph 2A of {his Section II and for which expenses the employees are reimbursed under Operator's

usual practice.

—1
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Employee Benelits o
Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like hature, applicable to Operator's labor cost; pro-
vided however, the total of such charges shail not exteed ten percent (105.) of Operator’s labor costs chargeable
to the Joint Account under Paragraphs 2A snd 2B of this Seetion 1l and Paragraph 1 of Section L

Material

Material purchased or furnisned by Operator for use on the Joint Property. So far as it is reasonably practi-

cal and consistent with efficient and economical operation, only such Material shall be purchased for or transferred .

to the Joint Property as may be required for immediate use; and the accumulation of surpius stocks shall be avoided.

Transportation L

Transpottation 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 or
railway receiving point where like material is available, excep! by agreement with Non-Operators.

B. If surplus Material is moved to Operator’'s warenouse or other slorgge point, no charge shall be made to the
Joint Account for a distance greater than the distance to the neares! reliable supply store or railway receiving
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Masterial
to other propertics belonging to Operator, except by agreement with Non-Operators.

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs
of $100 or less.

Services

A. The coat of contract services and utilities procured from outside sources other than services covered by Paras
graph 8 of this Section Il and Paragraph 2 of Section III

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph $ of Section IV,
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 any other cause, except to the extent that the damage or
Jose could have been avolded through the exercise of reasonable diligence on the part of Operator, Operator shall
furnish Non-Operators written notice of damsges or losses incurred as soon as practicable afier a report thereot
has been received by Operator. ,
Legal Expense
All costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint
Operations or necesgary to protect or recover the Joint Property, including, but not limited to, attorneys' fees,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims; provided, (a) no charge shall be made for the services of Operator’s legal staff or cther reg-
ularly employed personnel (such services being considered to be Administrative Qverhead under Section III), ex-
¢ept by agreement with Non-Operators, and (b) noe charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorneys i3 agreed to by Operstor and Non-Operators,

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Praperty, the operation

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

Insurance Premiums

Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties.

Other Expenditures

Any other oxpenditure not covered or deslt with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

HI. INDIRECT CHARGES

perator may charge the Joint Account for indirect costs ejther by use of an allocation of district expense {tems pius a
ted rate fc.- administrotive overhead, and plus the warehousing charges, al! as provided for in Paragraphs 1, 3, and 8 of

is Section II1 OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Sectlon

I, as indicated next below:

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
[0 Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus
warehousing.)

Paragraph 4. (Combined fixed rate)
District Expense
Operator shall charge the Joint Account with a pro rata portion of the salaries. wages and expenses of Operator's
production superintendent and other employees serving the Joint Property and other properties of the Operator in
the same operating area, whose time is not allocated directly to the propertiss, and a pro rata portion of the cost of
maintaining and operating a production office known as OPEIAtOT'S ...t it st seresmas et et st anan
office located at Or NEAT ..ovoeieiei e cvenee « . . (OF @ COmparable office if location changed), and neces-
sary sub-offices (if any), maintained for the convenience of the above-degcribed office, and all necessary camps,
including housing facilities for employees if required, used in connection with the operations of the Joint Property
and other properties in the same operating area. The expenze of, less any revenue from, such facilities may, at the
option of Operator, include depreciation of investment or a fajr monthly rental in liew of depreciation, Such
charges ghall be apportioned to all properties served on some equitable basis consistent with Operator’s accounting

practice,

Administrative Overhead

Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section 111, including
salaries, wages and expenses of personnel assigned to such offices, Such charges shall be in addition to the salaries,
wages and expenses of employees of Operator authorized to be ctharged as direct charges as provided in Paragraphs

2 and 8 of Section II,

WELL BASIS (RATE FPER WELL PER MONTH)

PRODUCING WELL RATE
DRILLING WELL RATE . (Use Curront Produting Dapth)
(Ute Total Depth) Al Welks

Wall Dapth foch Weil Flest Five Next Five Qver Ten

B LA L LA S AT Y - DTy S Y T L PP TP
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cost and expense of services from outside fources in connection with matters of taxstion, traffie, accounting, or
avs before or invelving governmental agencies shall be considerced as included in the overhead rates provided for in
Paragraph 2 of Section III, unless such cost and expense are agreed upon between Operator and Non-Operators
diyect charge to the Joint Account. .
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3. Operater's Fully Owned Warchouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operater.)

e B e B e e e R e e e AL ne b T LAk pamee e ain e s n Tt lan.an s & . in desseeme et A esaebvaemesT) AL T e Yy b caessepnnE on
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1. Combined Flxed Rates
Operator shall charge the Joint Account for the services covered by Paragraph i, 2 and 3 of this Section II, the
following fixed per well rates: .
WELL BASIS (RATE PER WEILL PER MONTH)
PRODUCING WELL RATE

DRILLING WELL RATE (Use Currenr Produsing Depth)
{Use Totel Depth) Al Wells
Woll Depth Each Wall First Five Naxt Flve Qver Ten
LOL= 8,000 T §. 425 I - - — B $._bh.. .
,000!...~..8,0000 . 55Q e - o) S Q5 e 85. .
, 000! =12,000.. £5Q v e 25 S B 1 T 105......
Below...12,000L 750 X80 A3 A2Q

Said fixed rate £shr¥) (shall not) include salaries and expenses of production foremen,

5. Application of Administrative Overhead or Combined Fixed Rates

The following limitations, instructions and charges shall apply in the application of the per well rates as provided

under either Paragraph 2 or Paragraph 4 of this Section III:

A. Charges for drilling wella shall begin on the date each well i5s spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling opervations for fifteen (15) or more consecutive days,

B. The status of wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding
operations and salt water disposal wells shall be considered the same as producing wells.

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such & well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back, drilled deeper, ¢converted to a source or input well, or which are undergoing any
ty;ﬁ of workover that requires the use of & drilling or workover rig shall be considered the same as drilling
wells. R

(4) Temporarily shut-down wells, which ara not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
body shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property. In the event of a unit allowable, &l] wells capable of producing
will be counted in determining the charge.

(6} Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due {0 overproduction or failure of purchaser to take the allowed production,

(6) Wells completed in multiple horizans, in which the production is not commingled down hole, shall be con
sidered as & producing well for each separateiy producing horizon.

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which
this Accounting Procedure is attached, irrespective of individual leases.

D. The well rates shall be adjusted on the first day of April af each year following the effective date of the agree~
ment {0 which this Accounting Procedure {s attached. The adjustment shall be compuled by multiplying the
rate currently in use by the percentsge increase or decrease in the average weckly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar yesr as shown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Wirkers” as published by the
United States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment,

6. F:Or the_con_struction of compressor plants, water staiions, secondary recovery systems, salt water disposal facili-

6. It is specifically understood that the above overhead rates apply only
to drilling and producing operations and are not intended to-cover the
construction or operation of additional facilities such as, but not limit-
ed to, gasoline plants, .compressor plants, repressuring projects, salt

water disposal facilities, and similar installations, If at any time any
or all of these become necessary to the operation, a Separate agreement

wlll be reached relative to an overhead charge and allocation of district

expense,

ubject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint Prop«
1y.. At the Operator's eptian, Non-Operator may supply Material ¢r services {or the Joint Property.
.. Purchases
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis«
counts actually received.
', Material furnished from Operator's Warchouse or Other Properties
A. New Materinl (Condition “A") :
(1) Tubular goods, two inch (2”) and over, shall be priced on Eastern Mill base (1. e. Youngstown, Ohlo; Lorain,
Ohio: and Indiana Harbor, Indiana) on 2 minimum carload basis effective at date of movement and f. 0. b,
reilway recelving point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permitted to include ten cents (10¢) per hundred-weight on all tubular goods furnished from
his atocks. in lieu of loading and unloading costs sustained,
(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movement and 1. 0. b. the supply store or rajlway receiving point nearest the Joint Property where
Material of the same kind is available. .
(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para-
graph 2 of Section 1V,

B. Used Material (Condition “B* and "“C")
(1) Materia) in sound and serviceable condition snd suitable for reuse without reconditioning, shall be classified
as Condition “B" and priced at seventy-five par cent (75 ) of the current price of new Material.
(2) Material which cannot be classificd as Condition "B"” but which,
(a) After reconditianing will be further serviceable for original function as good secondhand Material
{Condition “B'"), or
(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi-
ed as Condition “C” and priced at fifly per cent (30 ) of current new price.
(3) Obsolete Material or Material which cannot be ¢lassified as Condition “B"” or Condition C" shall te priced
at a8 value commensurate with its use, MNaterial no longer sulteble for its original purpose but usable for

3



some other purpose, shall be priced on a basis comparable with that of jtems normally used for such other

purpoese.
(4) Material involving erection costs shall be charged at applicable percentage of the current knocked-down

price of new Material.
3. Premium Prices

3. PREMIUM PRICES
Whenever materials and equipment are not readily obtainable at the custom-
ary supply point and at prices specified in Paragraphs 1 and 2 of this
Section III because of national emergenciles, strikes or other unusual
causes over which the Operator has no control, the Operator may charge the
Joint account for the regquired materials on the basis of the Operator's
direct cost and expense incurred in procuring such materials, 1in making

it sultable for use, and 1in moving it to the location, provided, however,
that at least ten days prlor notice in writing is furnished to Non-Opera-
tor of the proposed action to be taken by Operator in obtaining or supply-
ing the material and/or equipment called for under the provisions of this
paragraph, whereupon Non-Operator shall have the right by so electing and
notifying Operator within such ten days after 'receiving notice from the
Operator, to furnish in kind, or in tonnage as the partles may agree, at
the location, nearest rallway receiving point, or Operator's storage point
within a comparable distance, all or part of his share of material and/or
equipment suitable for use and acceptable to the Operator, Transportation
costs on any such material furnished by Non-Operator, -at any point other
than at the location, shall be borne by such Non-Operator. 1If, pursuant
to the provisions of this paragraph, any Non-Operator furnishes material
and/or equipment in kind, appropriate adjustments of accounts between
Operator and Non-Operator shall be made. Operator agrees to acquire the
necessary short supplies and equipment required to conduct coperations upoh
the Jointly owned premises and to tharge the Jjoint account therefor as
herein provided unless Non-Operator elects to supply all or part of same
within the specified period of time.

[T,
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3. Sales to Outsiders
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any clalm by vendee related to such sale shall be charged back to the

Joint Account if and when paid by Operator.

V1. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOURT
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between
Operator and Non-Operators shall be priced on the fellowing basis: :

1. New Price Defined
New price as used in this Section VI shall be the price specified for New Material in Section IV.

2. New Material
New Material (Condition “A"), being new Material procured for the Joint Property but never used, at one hundred
per cent (100%) of current new price (plus sales tax if any). ' '
3. Good Used Material
Good used Material (Condition “B"), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:
A, At seventy-five per cent (75%:) of current new price if Material was charged to Joint Account as new, or
B. At sixty-five per cent (8555) of current new price if Materlal was originally charged to the Joint Account as
secondhand at seventy-five percent (759%) of new price.
4. Other Used Material RS
Used Material (Condition “C"), at fifty per cent (50%) of cutrent new price, being used Material which:
A. Is not {n sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
8. Bad-Order Materlal
Matsrial (Condition “D"), no longer suitable for its original purpose without excessive repair cost but usable for
gome other purpose at a price comparable with that of items normally used for such other purpose,

6. Junk Material .
Junk Material (Condition “E"), being obsolele and scrap Material, at prevailing prices.

7. Temporarily Used Material
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as
provided for In Paragraph 3 B of this Section VI, such Material shall be priced on a basls that will leave a net charge
to the Joint Account consistent with the value of the service rendered.

VIIL. INVENTORIES

he Operator shall maintain detalled records of Material generally considered controllable by the Industry,

{. Periodi¢ Inventorios, Notice and Representation
At reasonable {ntervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considered controllable. Written notice of intention to take inventory shall be
given by Operator st least thirty (30) days beforc any inventory is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Opcrators t¢ be represented at an {nventoery shall bind Non-

, Operators to accept the inventory taken by Operator, who ghall in that event furnish Non-Operators with a copy

thereof. ’

2, Reconciliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall be made, and & list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence,

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

EXHIBIT D — Operator shall at all times during the teem of this Agreemeat ¢arey insursnce to protect the parties hereto as
follows:

(1) Workmen's compensation and occupational disease insurance as required by the laws of the state or states in which
operations will be conducted and employers’ liability insurance with a limit of not less than $100,000.

(2) Comprehensive genaral public liability insurance, excluding products liability insurance, with limits of not less than:
$100,000 applicable to bodily injury, sickness or death of any one person and $100,000 for more than one person in dny one
accident, end $100,000 for loss of or damage to property in any one accident and $100,000 aggragate limit applicable to all loss
of or damage to property during the policy period.

(3) Automobile public liability insurance covering all automotive equipment used in performance of work under this
1igceament with limits of not less than: $100,000 sdpplicablc to bodily injury, sickness or death of any one person and $100,000
for more than one person in any one accident, and $25,000 for loss of or damage to property in any one accident.

If automotive equipment used is owned exclusively by Operator, no charge will be made to the Joint Account for premiums
‘ot this coverage except as provided in Section IIl, Paragraph $ of the Accouanting Procedure.

:XHIBIT E — Operator shall requirc all contractors performing work under this Agreement to carry the following insurance: -

(1)Workmen's compensation and occuggtional disease insurance as required by the laws of the state or states in which oper-
tions will be conducted snd employers® liability insurance with a limit of not less thaa $100,000.

(2) Compreheasive general public liability insurance with limits of not less than: $100,000 applicable to bodily injury, sick-
ess or desth of any onedpemn and $100,000 for more than one Eerscm in any on¢ accident, 1nd $100,000 for loss of or dumage to
coperty in any one accident and $100,000 aggregate limit applicable to all loss of or damage to property during the policy period.

(3) Automobile public liability insurance covering all automotive equipment used in performance of work under this agree-
rent with limits of not less than: $100,000 applicable to bodily injury, sickness or deat qf any one person and $100,000 for
ore than one person in any one accident, and $25,000 for loss of or damage to property in any one accident,



IN REPLY REFRa TO)

UNITED STATES

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

DIVISION OF LANDS & MINERALS 4.10a
PROGRAM MANAGEMENT & LAND OFFICE
P. O. Box 1449
Santa Fe, New Mexico 87501

IC 060122
0il1 & Gas

September 4, 1969

DECISIOR

Lesses: :
John H, Trigg 3
3

Operator: : 0il & Gas
Atlantic Richfield Company :
(successor in interest 3
to Sinclair 041 Company @

Assignment of Operating Rights Approved

Approval is hereby granted to an assignment dated March 7, 1967
by and between the captioned partieas, affecting cil and gas
lease LC 060122. Acknowledgment of the instrument was made by
the leassee on March 7, 1969; therefore, the 90-day requirement
in which to file the assignment is hereby waived,

The assignment conveys to the operator an undivided 50% interest
in the operating rights as to the Nk Sec. 27, T. 18 8., R, 27 E,,
NMPM, from the surface down to and including the depth of 10,035

feeot.

The operator is maintaining a nationwide bond and the lessee a
astatewide bond.

|s] Marle D. Larragotte

Marie D. Larragoite
For Chief, Branch of 0il & Gas

Origs Operator
cgt Lessee:—
0&B8 Bupv. (2) Roswell



ASSIGNMENT OF QPERATING RIGHTS

KNOW ALL MEN BY THESE PRESENTS:

That the undersigned, JOHN H. TRIGG and wife, PAULINE V.
TRIGG, Assignor, for and in consideration of the sum of TEN DOL-
LARS, cash in hand paid, the receipt and sufficlency of which is
hereby acknowledged, do hereby transfer, sell, convey and assign
unto SINCLAIR OIL . CORPORATION,. Assignee, an undivided S50% in-
" terest in and to the exclusive right and privilege of operating,
testing and developing the premises for oil, gas, casinghead gas
and other hydrocarbton minerals and in and to all the rights and
privileges granted to Lessee under the terms thereof, and in the
event of dilscovery and production of such minerals, the ownership
of production therefrom, covered by the followlng described oil

and gas lease:

Serial Number: LC 060122

Dated: April 1, 1948

Lessor: United States of America
Lessee: . John Tedrowe Bonner

Land Covered: (Among other lands not included
o : herein) the minerals at the depth
and strata in land located in
Eddy County, New Mexico, and
described as:

Townshio 18 South, Range 27 East, N.M.P.M,

N/2 of Section 27

containing 320 acres, more or less, down to and
including the depth of 10,035 feet from the surface,

Overriding Royalty: 6.25%

together with a like Iinterest in all personal property thereon
or pertinent thereto or used or obtained in connection therewlth
and subject, however, to a like proportionate part of the basic
royalty and subject to a like proportionate part of the above
mentioned overridling royalty.

The above described oil and gas lease 1s subject to the Op-
erating Agreement covering the above described land, by and between
John H, Trigg and wife, Pauline V. Trigg and Sinclair 01l Corporation.

Assignor shall promptly furnish to Assignee copies of all
notices or other communications received from the Department of
the Interior or any representative or officlal thereof pertaining
to sald oil and zas lease and snall upon request of Asslgnee make
application for any extension or renewal of said oil and gas lease
to the-lands covered by thils agreement where such renewal or ex-
tension is allowed or permitted by law or regulation, and upon
request of Assignee, make application for any drilling, rental,
royalty or other relief with respect to the lands covered by this
asslgnment which to Assignee may be deemed proper and Assignee
shall pay or reimburse Assignor for Assigneer's proportionate part
of all expenses in connection therewith, insofar as the same cover
and affect the lands covered by this assignment, Assignor hersby



does give and grant to Assignee full power and authority to do and
perform every act and thing, not otherwise expressly provided for
herein, necessary or required to be done or performed by Assignor
in connection with said oll and gas lease insofar as same covers
and affects the lands covered by this assignment.

In the event that Assignor shall desire to surrender or re-
linquish said lease insofar as 1t covers those depths and strata
and any mineral or minerals in the lands f{irst above deacribed and
. retained by Assignor, or any part thereof, Assignor shall execute
and deliver to Assignee a proper assignment of saild oil and gas
lease insofar as 1t covers the aforementioned premises, or such
portion thereof as Assignor may desire to surrender or relinquish.
Asdighee agrees to accept such assignment, and immediately file
the same for approval along with necessary proof of its gqualifica-
tions to hold a Federal lease in accordance with the regulations
of the Department of the Interior, and to furnish Assignor with a
copy of the qualification papers so filed. After approval of said
assignment by the Department of the Interior, Assignor shall be re-
lieved of their duty to pay rentals and/or minimum royalties as here-
inafter provided, which are apportionable to the land covered by
such assignment; and thereafter the premises so assigned to Assignee
shall be free and clear of the terms of this assignment. '

Assignor shall pay all rentals and/or minimum royaltiies which
may become due and payable under the terms of said oil and gas
lease hereinabove described with respect to the land covered here-
by, and Assignee, in proportion to its ownership, shall reimburse
Assignor for one-half of all such rentals and/or minimum royalties
paid; provided, however, that Assignor shall not be liable for in-
edvertent fallure to pay such rentals and/or minimum royalties.

All of the parties hereto shall be entitled to any benefits
or credits orn minimum royalty payments, as provided for insaid
lease, on account of the production of oil, zas, casinghead gas
and other hydrocarbvon minerals upon any part of the land describved
in sald lease whether the same be on aecount of the production of
gaid products from the land retained by Assignor.and excepted from
the operation of this assiznment or upon the land, or any part there-
of, covered by this assignment. ‘

EXECUTED as of March 7 s 196 7,

?phn H. Trigg

..— / .l
Pauline V, Trigg

ASSIGNOR . PR -

Effective March 4, 1969, Sinclair 0il Corporation, a New York
corporation, was merged Intc Atlantic Richfield Conpany, a Pennsyl-
~vanla c¢orporation, and all interests of the merged company in the
within-essignment and any antecedent agreements by operation of law
vested in, and all obligations imposed on the merged company by the
within essignment and any antecedent agreements were assumed by
Atlentic Richfield Compeny. For this reeson the within assigrnmant

gsf}qeing recuted by Atlantic Riehfield Company, this J4¥ day of
Y4Ae » 1969. - o

ATLANTIC RICHFIELD COMPANY |

y DLkl

Its Attorney-in-Fact

ASSIGNEE
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STATE OF _ NEW MEXICO
" COUNTY OF  CHAVES

The foregoing instrument was acknowledged before me this
7th 4ay of

March , 1969, by JOHN H. TRIGG and
wife, PAULINE V. TRIGG.
\‘y“‘uoﬂﬂ“"
\\\ t\‘{ ‘1,"
™ %6{ (AR AL TN .'/' ‘s, .
Sy v W
37 My ,Cohnifsdion Expires: Notary Pubiic
b=t B L
o L - [ N -
1<% o 21, 1971
’l',. /‘ao._'..,.);i\*).‘\\
" L ﬁ'. PR
THE STATE OF TEXAS %
COUNTY OF MIDLAND . )

The foregojn%}instrument was acknowledged before me this

qaéfl day of )Q1¢
)

1969, by C. §. TINKLER a8’ Q sx/l"'*
GYfigy-in-fact TH Behalf ST RTTANTIC RICHFYALD COMPANY, 4 > 2
Pennsylvania corporation. ‘ '

My commlssion explres
June 1, 1969.



FARMOUT AGRREMENY

THIE AGREFMENT, made and entered into thig réﬁday of November,
1966, by and between JORN H, TRIGG and PAULINE V, TRIGG, his wife, whose
sddress s Post Off{ce Box 520, Rosvwell, New Mexico, hereinaftar referred
to as "Trigg", end SINCLAIR OIL & CAS COMPANY, whose address is Pest Offica

Box 1470, Midland, Texas, hareinsfter referred to as "finclair";

VITHESSET Hy
WHEREAS, Trigg is the owney ané holder of thet certain 011 and Gas
Lease from the United States of Americs to J. T, Bonner as Lessee, dated
April 1, 1948, bearing Serial Number LC-060122, insofar as said lesse coverm

Township 18 Bouth, Range 27 Rast, N,M,P.M,, Eddy County, New Mexico

Section 22; Sk
Section 271 N, NEASWk, NYSEk

Containing 760,00 acres, more or less, hereinafter referred to as
"$aid Land"; and

WHEREAS, Trigg's interest in said leasese covering Said Land is or
will be subject to an overviding royalty interest of 6.25% of all oil and
gas produced, saved and marketed from the Said Land which is or will be
owned by the children of Trigg, (b‘reinafter called "Children's Override'),
and;

WREREAS, Sinelair desires to scquire and Trigg desires to farmout to
Sinclair certain {nterests in and under tha above dascribed lesse insofar
as it covers 8aid Land, upon the terms and conditions hereinafter set forth;

NOW THEREFORE, for and in consideration of the premises and mutual

covenants herein contsined the parties hereto agree as folla:v;/r %A.___,CJ ,,/T
1, Sinclair agrees to commence on or before December !ﬂ 1966, the

drilling of & test well for oil snd gas, hereinafter referred to as the

"tnitisl Tast Woll", at a location in the SWENWk of Section 27, Township 18

South, Range 27 Rast, N.M,P,M,, Eddy County, New Mexico, and to drill and

comﬁlate puch wall on or before ninety (90) days from date of comuencenent,

vith due diligence snd in & good and workmanlike manner, at the sole cost,

risk and expense of Sinclair, to & depth of 9,000 feet from the surface of

EXHIBIT A

v



the ground or to a depth sufficient to edequately test the Cisco formastion
of Pennsylvenian age, whichever {s the lesser depth, all in the opinion of
Trigg's goological department,

2. 8hould Sinelsir timely commence and complete 22 2 commercial
producey or plug snd abandon as a dry hole the Intitial Test Well as pro-
vided in Psragraph 1 hereof, then Sinclair shall have tha option, but not
the obligetion, for s period of stx (6) months from the data of completion
of said Initis]l Test Well to comnence the drilling or deepening of s teat
well for eil and gas, hereinafter referred to as the "Option Well", at &
location of 8inclair's choeive on Said Land, and to drill and complete said
Option Well with due di{ligence and in s good and workmanlike manner, at the
sole cost, risk and expense of Sinclair, to a depth sufficient to adequstely
tast the Morrow formation of Pennsylvanian sge, oy te a depth sufficient
to adequately test the Devonian formation, all in che opinion of Trigg's
geological department, said Option Well to be drilled snd completed within
ninety (§0) days of commencement,

3. (a) B8hould Sinclair complats the Initial Yeet Well, as pro-~ -
vided in Paragraph 1 hereof, as a vell capsble of producing oil snd/or
gas in commercial quantities, Trigg sgrees to convey to Sinclair an
undivided one-half (1/2) interast in the operating rights from the surface
of the ground devm to and including one hundred (100) feet below ths
deepest dapth drilled, in, to and under Ssid Land, subject to its proportionate
part of the Children's Override,

(b) Should Sinclair drill and complete the Option Well, as
provided in Paragraph 2 hareof, as a well capable of producing oil npd/or
gas in cemmercial quantirfes, Trigh agrees to convay‘to Sincleir an undivided
one~half (1/2) futerest in the operating rights down to and {ncluding one
hundred (100) feet below the deepest depth drilled, in, to and under Baid Land,
subject to its proportionate part of the Children's Override, provided hovever,
should 8inclair have earned the rights provided in (s) of this Paragraph 3,
then Trigg ahnl} convey an undivided one-half (1/2) {interest in, to and
undar Said Lande from the depth of the rights conveyed under (a) of this

Paragraph 3, down to and including one hundred (100) feet below the deepest

depth dri{lled in the Option Well,

02.



A. Afcer completion of the Init{al Test Well, wvhether as a producer
or dry hole, Sinclaty, st {ts election, shall either (a) comduet centinueus
drilling operetions on the romainder of Said Land with not more than one
hundred twenty (120) days elapsing between the completion of a well,
whether as s producer or dry hole, and the commencement of sctusl drilling
of the next succeeding well until Sinelair shall have drilled one well to
each standard spacing or proration unit fixed by any specisl field rules
promulgatad by thé New Mexico 041 Conservation Coumission, or in the absence
of wuch rules, one well to each 1860 scre governmental quarter sectiom in
Seid Land} each such additional well to be drilled and completed within
ninety (90) days from commencement thereof, or (b) surrender and release to
Trigg all of Bsid Land except sach tract as defined {n (s) of this Paragraph 4,
upon which & producing well has been completed, warrsnting eame to be fres
snd clear of all liens, obligations or encumbrances suffered by Sinclasir.

All other provisions applicable to the Initial Test Well shall be equally
applicable to eoch additional vell., PFeilure of Sinclair to conduet continucus
driliing operations as herein ptovi&cd shall not preclude fRinelaixr from
exexcianing the option grented under Paragraph 2 to dr{ll the Option Well.

5. 8hould any vell required or permitted under this Parmeut Agree-
ment be lost or junked through no negligence or carelessness of Sinclety,
or its sgente or employaes, or if in the drilling of such wells, grenite or
other practically {mpanetrable substance or conditfon is encountarad randering
further drilling impractieal according to the standards of the {mmediate sres
or field, then and in either of such events, and within thirty (30) days from
the date such well {s lost or junked or abandoned on encountaring such
practieslly {mpenetradle substance or condition, Sinclair may, st tt;
slection and without penalty, commence the drilling of a substitute well st
s location of Sineclair's choice on the same guarter-quarter section of Said
Land, provided, however, such location shall conform to and comply with the
sules snd regulations of the New Mexico 011 Conservation Commission, and such
substitute well, in order to qualify as a substitute well, ahall de drilled
and coupleted 1Q the same mannar as herein specifled for the well so lost,

junked sr abandoned, and as to all of which the decision of Trigg's Ceological



Departmant shall be conclusive. Bhould 8inclair timely cosmence and
diligently complete such a substitute wall pursuant to the terms of this
paragrasph, then in such event it shall be considered for all purpeses
hereof that the well for which it {s a substitute was commenced, drilled
snd completed within the time, to the depth, and in the manner provided
therefor,

6. The pasrtims hereto agree that tha location of the Initisl Test
Wall, |§ provided in Paragreph 1 hereof, has been selacted by Sinclair to
provide Trigg with a carried fifty (50%) per cent working interest in eaid
Initisl Test Well completad inte the tanks free of all cost and expense to
Trigg; should the New Mexico 0il Conservation Comniwsion establish special
field vules providing for 640 acre spacing or proration units, Sineclair and
Trigg's vorking interest in the Initial Test Well would be reduced pro-
portionately; in such event, at Sinclair's sole cost and expense, Sincleir
sgrees to csrry Trigg in the drilling of s subsequent vell on Said Land
in Sectien 22, to the extent of the difference betveen Trigg's working
{aterest in the Initial Test Well and fifty (50%) per cent., 1If Simclair
slects not to drill such additional well vwithin the time specified {n
Paragraph 4(e), the provisions of Paragraph 4(b) hereof will apply.

7. It is agreed botween the parties hersto that upen convayance of
the operating rights aarned by the performance 3! the obligetions set forth
herein all subsequent operstions on Baid Land will be conducted in sccordance
with the terms of the form of joint'éparating Agreement attsched hereto and
marked Exhibit "AY; and that at sueh time as Sinclair shall have sarmed (ts
{nterest in Ssi{d Land asll parties hereto shall properly execute saié joint
Operating Agreement,

8. Trigg vill make a bons fide effort (vith no penslty or liability
for ovaersight {n thi{s connection) to pay sll rentals or minimum royslty
becoming dus after the date of this FParmout Agreement under the terme
of the sbove describad lease, fnsofar as it covers Said Land; and 8imcleir
shall raimburse Trigg for one-half (1/2) of such rentals or minimum royslty
within thirty (30) days after receipt of Trigg's inveice therefor,

9, 8inclair sgrees to keep Trigg's leasehold {nterest free from

1fens, encumbrances and claims craated by, through or under Binclafr and



that Sinelsir, its eontyrscter or subcontrector shall cerry insursnee with
satisfactory companies and of sufficient coverage to insure against the
risks specified in Paragraph 26 of Bxhibit "A" sttached hereto,

16. Sinclair shall allew ths representstives and duly suthorised
agents of Trigg to have sccess te 8aid Land, as well as the devrick floor
of any wall or wells drilled pureuant to this Farmout Agreenent, at any and
a1l times during the drilling, completing, rewvorking and/or operating of
any sueh wvall or wells, end shall furnish Trigg with any and all {nformstien
available pertaining to the drilling, completing, reworking and/or eperation
of any such well, including but not limited toy

(a) One copy of all reports partaining te the drilling of any
such well filed by Sinclafr with any governmentsl asuthority, such reports
to be delivered to Trigg st the same time such reports sre f{lad with such
gav-rn-ntil sutherity;

(b) Copies of daily drilling reports showing the status, progress
and changes in formstion encountered fn the drilling of any such well, snd
conplets results of directional electric, crooked or streight hole surveys,
eore analyses and any and all other tasts or surveys made in connection
vith soch well;

(e} A full set of sample cuttings from any such well, to be
deli{vered to the New Mexico 0{l 8couts Association, Inc,, 115 Nerth Coleman,
Hobbs, New Mexico, no later than fifteen (13) days efter the completion or
plugging of such well;

(d) Dual Induction-Laterpleg and Camma-Rsy-Semic logs ox
equivalent logs shsll be made and two prints snd one reproducible tgpiu
copy thereof shall be furnished Trigg;

(e) In the uvint a shoving of oil or gas is encountsred st any
dapth or upon encountering & prospective oll or gas rone at any depth in
sueh well, Binclaiy shall give Trigg reasonable notice thereof in sufficient
time to have a representative present when such zone ias tested or cored,
and if, {n Trig;'é opinion it ie justified, any showing of oil or ges shall
be adequately tested in s prudant manner i{n asccordance with good oil field

practices;



() All notices herein required shall be given te Trigg or any
of his employses st Post Office Box 520, Roswell, Mew Maxico, talephone
number 623-3140 {f given during normal working hours or {f given on weekends
or after regular working hours to Mr, G, E, Herringten, Geologist, at Roswall,
New Mexico, telephens numbey 623-3418,

11, 1In connaction with the performasnce of work under this agreement,
Sinclair agrees to comply with all of the provisiens of Sectien 301 (1) to
(7), inclusive, of Executive Order 10925 (28 F. R, 6485), which sre hereby
{ncorporatsd by rafersnce in this sgreement,

12. It {s understood that this agreement snd the obliget{ons hare-
under sare personal snd not sssignable by Sinclsir without Trigg's axpressed
consant {n vriting snd that sstid ebligstions are several and net jaint and
nothing herein contained shall const{tute or be construad te constituta a
partnership, ef{ther genersl or mining, as betwean Sinclair and Trigg.

13, (&) It is understood that {f Binclatir fails to comply with
the terme and provisions of this contrsct with rsepect to the coomance-
ment, drilling and completion of the wells herein provided for, Trigg,
in addition to any other relief to which it may be entitled, may dewand
surrender and relesse of the interest transferred harein of all of 8sid
Land except each tract as defined in (a) of Paragraph 4 hereef, upon
which a producing well hae been completed, and Sinclair shall thereupon
executs and deliver to Trigg an appropriste recordable instrument
warranting the interest so surrendered and relcased to be free and clear
of s11 liens, obligations or encusbrances suffered by Sincleir,

(b) Upon breach of any of the terms and conditions hersof by
Sinclair, (oéher than faflure to comply with respect to commencement,
drilling and completion of the wells as herein provided), Trigg shall notify
Sinclatr in writing alleging specifically the respects in which Trigg con-
siders Sinclair has failed to comply, and Sinclaixr shall have thirty (30)
days after the mailing of such notice by Trigg within which to remedy such
default so alleged by Trigg. In the event Sinclair hes not cured said
dafault vithin such time, Trigg may at its option, terminste this sgreement
vhereby any rights hereunder, will revert to Trigg, eéxcept ss to asch tract
as definad in (a) of Paragraph & hereof upon which a producing well has

beon completed,



The terms of this agreement shall bind the parties hereto and shall
inure to the bensfit of their respective hairs, devisees, successors and

assigns.

IN WITNESS WREREOP, this instrument is executed on the day and year

/A

John H, T;igg

first hareinabeve written.

SINCLAIR OTL & GAS COMPANY APPROVED
Hiini
By /’?Ef:f:A,cfﬁ;;ﬁvﬂh;a(f _%, >
b

A

STATE OF WEW MEXICO |
I se,
COUNTY OF CRAVES )

The feregoing instrument was acknowlsdged befors me this jlfﬁé day

of Rovember, 1966, by JOHN R, TRIGG and PAULINE V. TRIGG, his wife,
p 2

Ly

Hotary Public

: 'Hy. mh;ion Expires:

STATE OY TREXAS . X
] ss.

COUNTY OF MIDLAND X
the foregoing instrument vas scknowlaedged before me this /@; dey

of November, 1966, by R, M, KOBDISH, Vice Pregident of Sinclair Oil & Gas

Ceapany, a Maime corporation, on behalf of said corporation,

M; Comlu_ioi'l'.xxpiren

Notary Public
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OPERATING AGREEMENT

THIS AGREEMENT, entered into this_________ day of , 19 , between
SINCLAIR QIL & GAS COMPANY .
hereafter designated as “Operator”, and the signatory parties other than Operator.

WITNESSETH, THAT:

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, If so indicated,
unleased mineral interests in the tracts of land described in Exhibit "A", and all parties have reached an

agreement to explore and develop these leases and Interests for oil and gas to the extent and as hereinafter
provided:
NOW, THEREFORE, it is agreed as follows:
- 1. DEFINITIONS
As used in this agreement, the following words and terms shall have the meanings here ascribed to
them, .
(1) The words “party” and “parties” shall always mean a party, or parties, to this sgreement.
{2) The parties to this agreement shall always be referred to as “it"” or “‘they”., whether the parties be cor-
. porate bodles, partnerships, assoclations, or persons real,

(8) The term “oil and gas” shall include oi], gas, casinghead gas, gas condensate, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.

(4) The term "oil and gas interests” shall mean unleased fee and mineral interests in tracts of land lying
within the Unit Area which are owned by parties to this agreement,

(§) The term "“Unit Area” shall refer to and include 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",

(8) The term “drilling unit” shall mean the area fixéd 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 established by the pattern of dritling in the Unit Area or as fixed by ex-
press agreement of the parties,

(7) All exhibits attached to this agreement are made a part of the contract as fully as though copied in full
in the contract. '

(8) The words “equipment” and “materials” as used here are synonymous and shall mean and include all

oil field supplies and personal property acquired for use in the Unit Area.

2, SWIBLE-EXAMINATION; LOSS OF LEASES AND OIL AND GAS INTERESTS
~Ar-PitleExaminationt

recent date, together with all title papers in its possession covering Jeases and oil and gas interests whij
of all par.

subjecting to this contract, All of these abstracts and title records shall be examined for the bepas

ties by Operator's attorneys,
Operator shall promptly submit abstracts certified from beginning to recepsate, together with all title
papers in its possession covering leases and oil and gas interests which ilégsubjecting to this agreement, to

for examination by the latter's

attorney for the benefit of all parties.
All title examinatione shall be made without ¢hafge. Each examining attorney shall prepare a com-

plete title report on each separate tract based wfon the abstract record and title papers submitted to him. Each

title report shall contain a list of fee owpnefs and thelr interests, shall state the attorney's opinion conterning
validity of their interests, and s ) ontain an enumeration and description of title defects, if any, a report up-
on mortgages, taxes, pendinf suits, and judgments, and unreleased oil and gas leases, and a list of require-
ments, if any, uponwhich the examiner's approval of title to the lease or ofl and gas interest is contingent. The
title report shl] also contain a specific description of the oil and gas lease belng subjected to this contract,

statement of its form, term (which will be satisfactory if it has a primary term expiring not sooner

—] —
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of each supplemental opinion, and of all final opinions, shall be sent promptly to each party. The opirion of
the examining attorney concerning the validity of the title to each oil and gas interest and each Jdase, and the
amount of interest covered thereby shall be binding and conclusive on the parties, but_sfe accepiability of
leases as to primary term, royalty provislons, drilling obligations, and specia! bysdens, shall be a8 fatter for

approval and acceptance by an authorized representative of each party,

All title examinations shall be made, and title reports submivéd, within a perfod of_________days after the
submission of abstracts and title papers. Each party shallefn good faith, try to satisfy the requirements of the
examining attorneys concerning its leases and intepesfe, and each chall have a period of ____ __ days from
receipt of title report for this purpose. If the-titie to any lease, or oil and gas interest, is finally rejected by
the examining attorney, all parties shedf then be asked to state in writing whether they will waive the title
defects and accept the leases op.ilerests, or whether they will stand on the attorney's opinion, If one or more
parties refuse to waive §iM€ defects, this agreement ghall, in that case, be terminated and abandoned, and all

gbstracts and title pdpers shall be returned to their senders. If all titles are approved by the examining at-
torneys, or p+€ accepted by all parties, and if all Jeases are accepted as to primary terms, royalty provisions,
drillipg”obligations and special burdens, all subsequent provisions of this agreement shall become operative

B. Fallure of Title:

After all titles are approved or accepted, any defects of title that may develop shall be the joint res
sponsibility of all parties and, if a title loss oceurs, it shall be the loss of all parties, with each bearing its pro-
portionate part of the loss and of any liabilities incurred In the loss. If such a loss occurs, there shall be no
change in, or adjustment of, the interests of the partles in the remaining portion of the Unit Area,

C. Loss of Leases For Other Than Title Fallure:

It any lease or interest subject to this agreement be lost through failure to develop or because express
or implied covenants have not been performed, or if any lease be permitted to exp}re at the end of its primary
term and not be renewed or extended, the loss shall not be considered a fallure of title and all such losses shall
be joint Josses and shall be borne by all parties in proportion to their interests and there ghal) be no readjust-
ment of interests in the remalning portion of the Unit Area.

3. UNLEASED OIL AND GAS INTERESTS

If any party owns an unleased oll and gas interest in the Unit Area, that interest shall be treated for
the purpose of this agreement as If it were a leased interest under the form of oil and gas lease attached as
Exhibit “B" and for the primary term therein stated, As to such interests, the owner shall receive royalty on
production as prescribed in the form of ofl and gas lease attached hereto as Exhibit “B", Such party shall,
however, be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns

the lessee interest,

4. INTERESTS OF PARTIES

Exhibit “A" lists all of the parties, and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and labilities Incurred In operations under this con-
tract shall be borne and paid, end all equipment and material acquirgd icqc%pe{imﬁm on the Unit Area shall be
owned, by the parties as their interests are given in Exhibit "A"./':ﬁl proguction of oil and gas from the

Unit Area, subject to the payment of lessor's royalties, shall also be owned by the parties in the same manner,

—3—
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If any oil and gas lease covered by this agreement 1s subject to an overriding royalty, production paye
ment, or other charge over and above the ususl one-eighth (%) royalty, the party contributing that lease shall
assurme and alone bear all such excess obligations and shall account for them to the owners thereof out of its

share of the working interest production of the Unit Area,
5. OPERATOR OF UNIT

Sinclair 01l & Gas Company shall be the Operator of
the Unit Area, and shall conduct and direct and have {full control of all operations on the Unit Area as pers
mitted and required by, and within the limits of, this agreement. 1t shall conduct all such operations in a good

and workmanlike manner, but it vshall have no liability as Operator to the other parties for losses sustained,
or liabilities incurred, except such as may resutt from gross negligence or from breich of the provisions of
this agreement.

8, EMPLOYEES
The number of employees and their selection, and the hours of labor and the compensation for services
performed, shall be determined by Operator, All employees shall be the employees of Operator.
7. TEST WELL
On or beforethe_________ day of : 18 , Operator shall commence the drill-
ing of a well for oil and gas in the fallowing location:

NONE

and shall thereafter continue the drilling of the well with due diligence to

unless granite or other practically impenetrable substance Is encountered at a lesser depthor unless all parties
agree to complete the well at a lesser depth,

Operator shall make reasonable tests of all formations encountered during drilling which give indica-
tion of containing oil and gas in guantities sufficlent to test, unless this agreement shaill be limited in its sp-
plication to a specific formation or formations, in which event Operator shall be réquired to test only the
formation or formations to which this agreement may apply.

If in Operator’s judgment the well will not produce oil or gas in paying quantities, and it wishes to
plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the
well shall then be plugged and abandoned as promptly as possible.

8. COSTS AND EXPENSES
Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs
and expenses Incurred in the development and operation of the Unit Area pursuant to this agreement and shall
charge each of the partles hereto with their respective proportionate shares upon the cost and expense basis
provided In the Accounting Procedure attached hereto and marked Exhibit “C". If any provision of Ex-
hibit “C" should be inconsistent with any provision contained in the body of this agreement, the provisions in

the body of this agreement shall prevail.

Operator, at its election, shsll have the right from time to time to demand and redeive from the other
parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in
operationt hereunder during the next succeeding month, which right may be exercised only by submission to
each such party of an itemized statement of such estimated costs, together with an invoice for its share there-
of. Each such statement and involce for the payment {n advance of estimated costs shall be submitted on or
before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of
such estimate within fifteen (15) days after such estimate and invoice iz received. If any party falls to pay its
share of said estimate within said time, the amount due shall bear interest at the rate ofSih Mirde bR AR pEF Nt
annum until paid. Proper adjustment shall be made monthly between advances and actusl cost, to the end

that each party shall bear and pay its proportionate share of actusl costs incurred, and no more,

‘-“8"‘
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9. OPERATOR'S LIEN

Operator is given a first and preferred lien on the interest of each party covered by this contract, and
in each perty's interest in oil and gas produced and the proceeds thereof, and upon each party's interest in ma-
teviai and equipment, to secure the payment of all sums due from each such party to Operator.

In the event any party fails to pay any amount owing by it to Operator ss its share of such cosls and
expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to
other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas,
the proceeds accruing to the working interest or interests in the Unit Ares of the delinquent party up to the
amount owing by such party, end each purchaser of oil or gas is authorized to rely upon Operator's statement
as to the amount owing by such party, .

In the event of the neglect or failure of any non-operating party to promptly pay its proportionate part
of the cost and expense of development and operation when due, the other non-operating parties and Operator,
within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately cqmribute
to the payment of such delinquent indebtedness and the nonh-aoperating parties so contributing shall be entitled
to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or
defaulting party to Operator of any amount or amounts on such delingquent indebtedness, or upon any recovery
on behalf of the non-operating parties under the lien conferred sbove, the amount or smounts so psid or re.
covered shall be distributed and paid by Operator to the other non-operating parties and Operator propors
tionately in accordance with the contributions theretofore made by them.

16. TERM OF AGREEMENT

This agreement shall remain in full force and effect for as long as any of the oil and gas leases subjected
to this agreement remain or are continued in force as to any part of the Unit Area, whether by production, ex-
tension, renewal or otherwise; provided, however, that in the event the first well drilled hereunder results in
& dry hole and no other well is producing oil or gas in paying quantities from the Unit Ares, then at the end
of ninety (80) days after abandonment of the first test well, this agreement shall terminate unless one or
more of the parties are then engaged in drilling a well or wells pursuant to Section 12 hereof, or all parties
have egreed to drill an additional well or wells under this agreement, in which event this agreement shall con-
tinue in force until such well or wells shall have been drilled and completed. If production results there=
from this agreement shall continue in force thereafter as if said first test well had been productlve in paying
quantities, but If production in paying quantities does not result therefrom this agreement shall terminate
at the end of ninety (90) days after abandonment of such well or wells. It is agreed, however, that the term-~
ination of this agreement shall not relieve any party hereto from any Habillty which haa scerued or attached
prior to the date of such termination,

11, LIMITATION ON EXPENDITURES

Without the consent of all parties: (a) No well shall be drilled on the Unit Area except any well ex-
. pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agreement, it being understood that the consent to the drilling of a well shall include consent to all
necessary expenditures in the drilling, testing, completing*and equipping of the well, including necessary
tankage; (b) No well shall be reworked, plugged back or deepened except a well reworked, plugged back or
deepened pursuant to the provisions of Sectlon 12 of thls agreement, it being understood that the consent to
the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in
conducting such operations and completing®and equipping of, said well to produce, including necessary tank-
age; (c) Operator shall not undertake any single project reasonably estimated to require an expenditure in
excess of _Pive Thausand e-=vrwa-o nmnes-cceerccesemammez~w=nner=esollars ($_5,000,00 )
except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre=
viously authorized by or purs\iant to this agreement; provided, however, that in case of explosion, fire, flood,
or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur

such expenses as in {ts opinion are required to deal with the emergency and to safeguard life and property,
but Operator shall, as promptly as possible, report the emergency to the other parties. Operator shall, upon

request, furnish coples of its  “Authority for Expenditures” for any single project costing in ex-
cess of $.2,500.00

* See Section 30(c) for additional provﬁt;.



12. OPERATIONS BY LESS THAN ALL PARTIES

If all the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled
at the joint expense ‘of all parties or a well jointly owned by all the parties and not then producing in paying
quantities on the Unit Area, any party or parties wishing to drill, rework, deepen or plug back such a well
may give the other parties written notice of the praposed operation, specifying the work to be performed,
the location. proposed depth, objective formation and the estimated cost of the operation. The parties receiv
ing such a notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where
a dnlllng rig is on lo(;atio , the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-

day)/ofter rece\pt o
to participate in the cost of the proposed operation. Failure of a party recelving such a notice to so reply to

the notice within which to notify the partles wishing to do the work whether they elect

it within the period above fixed shall constitute an election by that party not to participate in the cost of the
proposed operation,

It any party receiving such a notice elects nct to participate in the proposed operation (such party or
parties being hereafter referred to as “Non.Consenting Party”), then in order to be entitied to the benefits
of this section, the party or parties giving the notice and such other parties as shall elect to participate in the
operation (all such parties being hereafter referred to as the “Consenting Parties") shall, within thirty (30)
days after the expiration of the notice period of thirty (30) days {or as promptly as possible after the expir.
atlon of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work

on the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the
proportions that their respective interests as shown in Exhibit “A" bear to the total interests of all Consenting
Parties, Consenting Parties shall keep the leasehold estates involved In such operations free and clear of all
liens and encumbrances of every kind created by or arising from the operations of the Consenting Partiea. If
such an operation results in & dry hole, the Conzenting Parties shall plug and abandon the well at their sole
cost, risk and expenze, If any well drilled. reworked, deepened or plugged back under the provisions of this
section results in a producer of oil and’or gas In paylng quantities, the Consenting Parties shall complete and
equip the well to produce at their sole cost and risk, 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 Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging l;ack of any such well by Consenting Partles
in accordance with the proviglons of this section, each Non-Consenting Party shall be deemed to have relin-
quished to Consenting Partles, and the Consenting Parties shall own and be entitled to receive, in proportion
to thelr respective interests, all of such Non-Consenting Party's interest in the well, its leasehold operating
rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro-
duction taxes, rayalty, overriding royalty and other interests payable out of or measured by the production
from such well accruing with respect to such interest until {t reverts) shall equal the total of the féllowing:

(A) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters,
pumping equipment and piping), plus 1009 of each such Non-Concenting Party's share of the cost of
operation of the well commencing with first production and continuing until each such Non-Consenting
Party's relinquished interest shall revert to it under other provisions of this section, it being agreed that
each Non-Consenting Party's ghare of such costs and equipment will be that interest which would have
been chargeable to each Non-Consenting Party had it participated in the well from the beginning of

the operation: and

(B) 2009 of that portion of the costs and expenses of drilling, reworking, deepening or plugging back,
testing and completling, after deducting any cash contributions received under Section 24, and 2009
of thet portion of the cost of newly acquired equipment in the well (t0 and including the wellhead
connections}, which would have been chargeable to such Non-Consenting Party if it had participated

therein.



In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or deeper drilling, the Consenting Partiez shall account for ali such equipment to the owners thereof,

with each party receiving its proportionate part in kind or in value.

Within sixty (80) days after the completion of any operation under this section, the parly conducting
the operations for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of
the equipment in and connected to the well, and an itemized statement of the cost of drilling, deepening.
plugging back, testing, completing, and equipping the well for production; or, at its option, the operating
party, in lieu of an ltemized statement of such costs of operation, may submit & detailed statement of monthly
billings. Each month thereafter, during the time the Consenting Parties sre being reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all
costs and liabilities incurred in the operation of the well, together with a statement of the quantity of ofl
and gas produced from it and the amount of proceeds realized from the sale of the well's working interest
production during the preceding month, Any amount realized from the sale or other dispotition of equip-
ment newly acquired in connection with any such operation which would have been owned by & Non-Cone
senting Party had it participated therein shall be credited against the total unreturned costs of the work done
and of the equipment purchased, in determining when the interest of such Non-Consenting Party shall revert
to it as above provided; if there is a credit balance it shall be paid to such Non-Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the
amounts provided for above, the relinquished interests of such Non-Consenting Party shall automnatically
revert to it and from and after such reversion such Non-Consenting Party shall own the same interest in such
well, the opersting rights and working Interest thereln, the material and equipment in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have owned had it participated in the
drilling, reworking, deepening or plugging back of sald well. Thereafter, such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the aperation of said well in accord-~
ance with the terms of this agreement and the accounting procedure schedule, Exhibit “C"”, attached hereto.

Notwithstanding the provisions of this Section 12, {t is agreed that without the mutual consent of all
parties, no wells shall be completed in or produced from a source of supply from which a we!l located else-

where on the Unit Area lIs producing, unless such well conforms to

Axxansboxgreonieunix by the governmental .agency having Jurisdiction.

The provisions of this sectlon shall have no application whatsoever to the drilling of the initial test
well on the Unit Area, but shall apply to the reworking, deepening, or plugging back of the initial test well
after it has been drilled to the depth specitied in Section 7, if it is, or thereafter shall prove to be, a dry
hole ¢r non-commercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro-
posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of
the injitial test well,

13. RIGHT TO TAKE PRODUCTION IN KIND

Each party shall take in kind or separately dispose of its proportionate share of all cil and gas prﬁ-
duced from the Unit Arecs, exclusive of production which may be used in development and producing oper-
ations and in preparing and treating oil for marketing purposes and production unavoidably lost. Each party
shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royaltles, or other payments
due on its share of such production, and shall hold the other parties free from any liability therefor, Any
extra expenditure incurred in the taking in kind or separate disposition by any party of ite proportionate
share of the production shall be borne by such party,

Esch party shall execute all division orders and contracts of sale pertaining to its interest in produce
tion from the Unit Area, and shall be entitled to recelve payment direct from the purchaser or purchasers
thereof for its share of all production.

—
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In the event any party shall fail to make the arrangements necessary to take In kind or separately
dispose of its proportionate share of the oil and gas produced from the Unit Area, Operator shall have the
right, subject to revocation at will by the party owning it, but not the obligation, to purchase such ofl and
gas or sell it to others for the {ime being, at not less than the market price prevailing in the ares, which
shall [n no event be less than the price which Qperator receives for its portion of the oil and gas produced
from the Unit Area. Any such purchase or sale by Operator ghall be subject always to the right of the
owner of the 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 delivered to a purchaser. Notwithstanding the foregoing, Operator shall not
make a sale into interstate commerce of any other party's share of gas production without first JvXigXymoh
OUHBIC R XIS UPIA K XDEDT XEMBEX NITRUH SRAH IR A OGO XX, obtaining such other party's written consent,

14. ACCESS TO UNIT AREA

Each party shall have access to the Unit Area at all reasonable times, st its sole risk, to inspect or
observe operations, and shall have access at reasonable times to information pertaining to the development
or gperation thereo!, including Operator's books and records relating thereto. Operator shall, upon request,
furnish each of the other parties with coples of all drilling reports, well logs, tank tables, daily gauge and
run tickets and reports of stock on hand at the first of each month, and shail make available samples of any
cores or cuttings taken from any well drilled on the Unit Area.

15. DRILLING CONTRACTS

All wells drilled on the Unit Area shall be drilled on & competitive contract basis at the usua] rates
prevailing in the area, Operator, if it s0 desires, may employ its own tools and equipment in the drilling
of wells, but its charges therefor shall not exceed the prevailing rates in the field, and the rate of such
charges shall be agreed upon by the parties in writing befo’re drilling operations sre commenced, and such
work shall be performed by Operator under the same terms dnd conditions as shall be customary and usual
in the fleld in contracts of independent contractors who are doing work of a similar nature, '

16. ABANDONMENT OF WELLS

No well, other than any well which has been drilled or reworked pursuant to Section 12 hereof for
which the Consenting Parties have not been fully reimbursed as therein provided, which has been com-
pleted as a producer shall be plugged and abandoned without the consent of all parties; provided, however,
if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parties its proportionate share of the value of the well's salvable material and equip-
ment, determined in accordance with the provisions of Exhibit “C", less the estimated cost of salvaging and
the estimated cost of plugging and abandoning. Each abandoning party shall then assign to the non-
abandoning parties, without warranty, express or implied, a8 to title or as to quantity, quality, or fitness for use
of the equipment and material, all of its interest in the well and its equipment, together with its interest in
the leasehold estate as to, but only as to, the interval or intervals of the formation or formationt then open
to production, The assignments so limited shall encompass the vgrilling unit” upon which the well is located,
The payments by, and the assignments to, the assignees shall be in a ratlo based upon the relationship of
their respective percentages of participation in the Unit Area to the aggregate of the percentages of partlci-
pation In the Unit Area of all assignees. There shall be no readjustment of interest in the remaining portion
of the Unit Are;i. )

After the assignment, the assignors shall have no further responsibility, liability, or Interest in the
operation of or production from the well in the interval or intervals then open. Upon request of the assignees,
Operator shell continue to operate the assigned well for the account of the non.abandoning pacties at the
rales and charges contemplated by this agreement, plus any additional cost and charges which may arise as

the result of the separate ownership of the assligned well.
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17. DELAY RENTALS AND SHUT.IN WELL PAYMENTS

Each party shall pay all delay rentals and shut-in well payments which may be required under the
terms of its lease or leases and submit evidence of each payment to the other parties at least ten (10) days
prior to the payment date. The paying party shall be reimbursed by Operator for 1009 of any such delay
rental payment and 100% of any such shut-in well payment. The amount of such reimbursement shall be
gharzed by Operator to the joint account of the parties and treated in all respects the same as costs incurred
in the development and operation of the Unit Area. Each party responsible for such payments shall diligently
attempt 1o make proper payment, but shail not be held liable to the other parties in damages for the loss of
any lease or interest therein if, through mistake or oversight, any rental or shut-in well payment is not pald
or is erroneously paid. The loss of any lease or interest therein which results from a failure to pay or an er-
roneous payment of rintal or shut-in well payment shall be a joint 1088 and there shall be no readjustment of
interests in the remaining portion of the Unit Area. If any party secures a new lease covering the terminated
interest, such acquisition shall be subject to the provisions of Paragraph 22 of this agreement.

Operator shall promptly notify each other party hereto of the date on which any gas well located on
the Unit Area is shut in and the reason therefor,

18. PREFERENTIAL RIGHT TO PURCHASE

terests in the Unit Area, it shall promptly give written notice to the other parties, with full informatton con-
cerning its proposed sale, which shall include the name and address of the prospective p aser (who must
be ready, willing and able to purchase), the purchase price, and all other terms.o e offer. The 6ther parties
shall then have an optional prior right, for a period of ten (10) days-afler receipt of the notice, to purchase
on the same terms and conditions the interest which the other~Party proposes to sell; and. if this optional right
is exercised, the purchasing parties shall share the-ffarchased interest in the proportions that the Interest of
each bears to the total interest of all p asing parties, However, there shall be no preferential right to pur-
chage in those cases where gpy-Party wishes to mortgage {ts interests, or to dispose of its interests by merger,
reorganization, consetf@ation, or sale of all of its assels, or a sale or transfer of its iﬁterest: to a subsidiary or
parent gompPany, or subsidiary of a parent company, or to any company in which any one party owns a ma-

Should a sale be made by Operator of its rights and interests, the other parties shall have the right
within sixty (60) days after the date of such sale, by majority vote in Interest, to select a new Operator, If
a new Operator is not so selected, the transferee of the present Operator shall assume the duties of and act as
Operator, In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties
{n that capacity under this agreement, until its successor Operator is selected and begins to function, but the
present Operator shall not be obligated to continue the performance of its duties for more than 120 days after

the sale of ita rights and interests has been completed,

—§ -
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19, MAINTENANCE OF UNIT OQWNERSHIP

Tor the purpose of maintaining uniformity of ownership in the il and gas Jeasehold interests covered by
this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer
or make other disposition of its interest in the leases embraced within the Unit Area and in wells, equipment

and production unless such disposttion covers either;
(1) the entire interest of the party in all leases and equipment and production; or

{2) an equal undivided interest in all leases and equipment and production in the Unit Area,

Every such sale, encumbrance, transfer or other disposition made by an% iparty shall be made expressly
witp %ssumegtio of oplig}ations hereunder in writin bg; assipgnee,
subject {0 this agreement be r

and shal ade without prejudice to the righis of thé oth¥r parties,

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

20. RESIGNATION OF OPERATOR

Operator may resign from .its duties and obligations ss Operator at any time upon written notice of not
less than ninety (90) days given to all other parties. In this case, all parties to this contract shall select by
majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and
have the rights, prescribed for Operator by this agreement. The retiring Operator shail deliver to its successor
all records and information necessary to the discharge b.y the new Operator of its duties and obligations,

21. LIABILITY OF PARTIES

The liability of the parties shall be several, not joint or collective, Each party shall be responsible
only for its obligations, and shall be lable only for its proportionate share of the costs of developing and
operating the Unit Area, Accordingly, the lien granted by each party to Operator in Section 9 is given to se-
cure only the debts of each severally. It is not the intention of the parties to crea%e, nor shall this agreement
be construed ag creating, a mining or other partnership or association, or to render them liable as pariners,

22. RENEWAL OR EXTENSION OF LEASES
If any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other
parties shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease
by paying to the party who scquired it their several proper pyoportionate shares of the acquisition cost, which
shall be In proportion to the interests held at that time by the parties in the Unit Area.

It some, but less than all, of the parties elect to participate in the purchase of a renewsl lease, it shall
be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec-
tive percentage of participation In the unit area to the aggregate of the percentages of participation in the unit
area of all parties participating in the purchase of such renewa] lease. Any renewal lease in which less than
all the parties elect to participate shall not be subject to this agreement.

Each part;‘r who participates in the purchase of a renewal Jease shall be given an assignment of [ts pro-
portionate interest therein by the acquiring party.

The provisions of this section shall apply to renewal leases whether they are for the entire interest
covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
taken before the expiration of its predecessor lease, or taken br contracted for within six (6) months after
the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted for
more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and
shall not be subject to the provisions of this section.

The provisions in this section shail apply also and in like manner 10 extensions of oil and gas leases.
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23. SURRENDER OF LEASES

The leases covered by this agreement, in so far as they embrace acreage in the Unit Ares, shall not be

surrendered in whole or in part unless all parties consent.

However, should any party desire to surrender its interest in any lease or in any portlon thereof, and
other parties not agree or consent, the party desiring to surrender shal] assign. without express or implied
warranty of litle, all of its interest in such lease, or portion thereof, and any well, material and equipment
which may be located thereon and any rights in production thereafter secured, to the parties not desiring to
surrender it. Upon such assignment, the assigning party shall be relleved from all obligations thereafter sc-
cruing, but not theretofore accrued, with respect to the acresge assigned and the operation of any well there-
on, and the assigning party shall have no further interest in the lease assigned and its eguipment and production.
The parties assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any
wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit “C".
less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If the sssignment |s in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions
that the interest of each bears to the interest of all parties assignee.

Any assignment or surrender made under this provision shall not reduce or change the assignors' or sur- -
rendering parties’ jnterest, as it was immediately before the assignment, In the balance of the Unit Area; and
the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter be subject to the

terms and provisions of this agreement,

24. ACREAGE OR CASH CONTRIBUTIONS

If any party receives while this agreement is ‘in force a contribution of eash toward the drilling of a
well or any other operation on the Unit Area, such contribution shall be paid te the party who conducted the
drilling ot other operation and shall be applied By it ageinst the cost of such drilling or other °p°'§,’lé°ﬂd eII('
the contribution be {n the form of acreage, the party to whom the contribution is made shall promptly Xeexx
an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their
interesdts in the Unit Area at that time, and such acreage shall become a part of the Unit Area and be governed
by all the provisions of this contract. Each party shall prom‘ptly notify all other parties of all acreage or
money contributions it may obtain in support of any well or any other operation on the Unit Area.

25, PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of
1954, to be excluded from the application of all of the pravisions of Subchapter K of Chapter 1 of Subtitle A of
the Internal Revenue Code of 1954. If the income tax }aws of the state or states in which the property covered
hereby iz located contain, or may hereafter contain, provisions similar to those contained in the Subchapter ot
the Interhal Revenue Code of 1854 above referred to under which a similar election {s permitted, each of tha
partles agrees that stich election shall be exercised. Each party authorizes and directs the Operator to execute
such an election or elections on its behalf and to file the election with the proper governmental office or
agency. If requested by the Operator so to do, each party agrees to execute and join fn such an election.

Operator shall render for ad valorem taxation all property subject to this agreement which by law
should be returned for such taxes, and it shall pay all such taxes assessed thereon before they become deline
quent. Operato.r shall bill a)] other parties for their proportionate share of all tax payments in the manner
provided in Exhibit “C". '

It any tax asgessment is c.onsidered unreasonable by Operator, It may at its discretion protest such valua.
tion withln the time and manner prescribed by law, and prosecute the protest to a final determination, unless
all parties agree to abandon the protest prior to final determination. When any such protested valuation shall
have been finally determined, Operator shall pay the assessment for the joint account, together with interest and
penalty acerued, and the total cost shall then be asscased against the parties, and be paid by them, as provided
in Exhibit “C".
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26. INSURANCE
(a) Operator shall et all times during the term of this agreement

carry insurance to protect the parties hereto as set forth in Exhibit
"D" hereto attached and made a part hereof, and no other insurance for
the benefit of the parties in connection with operations under this
agreement shall be carried by Operator, and no change in the insurance
get forth in Exhibit "D" shall be made unless agreed to in writing.

(b) Operator shall require all contractors performing work under this
agreement to carry insurance as set forth in Exhibit "E" attached

hereto and made a part hereof.
{ C JIn the event Automobile Public Liability Insurance is specified in said Exhibit “D". or subsequently re-

ceives the approval of the parties, no direet charge shall be made by Operator for premiums paid for such in-

surance for operator’'s fully owned automotive equipment.
27. CLAIMS AND LAWSUITS

If any party to this contract is sued on an alleged cause of action arising out of operations on the Unit
Area, or on an alleged cause of action involving title to any lease or oil and gas interest subjected to this con-
tract, it shall give prompt written notice of the suit to the Operator and all other parties.

The defense of lawsuits shall be under the general direction of a committee of lawyers representing the
parties, with Operator's attorney as Chairman, Suits may be settled during litigation only with the joint con-
sent of all parties. No charge shall be made for services performed by the staff attorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits, together with the amount pald to discharge
any final judgment, shall be considered costs of operation and shall be charged to and paid by all parties in
proportion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, shall
be employed in Jawsuits involving Unit Area operations only with the consent of all parties; if outside counsel
is employed, their fees and expenses shall be considered Unit Area expense and thall be paid by Operator and
charged to all of the parties in proportion to their then interests in the Unit Area. The provisions of this
paragraph shall not be applied in any instance where the loss which may result from the suit is treated as an
fndividual logs rather than a joint logs under prior provisions of this agreement, and all sueh suits shall bae
handled by and be the sole responsibility of the pariy or parties concerned.

Damage claims caused by and arising out of operations on the Unit Area, conducted for the joint ac-
count of all parties, shall be handled by Operator and its attorneys, the settlement of claims of this kind shall
be within the discretion of Operator 50 long as the amount paid in settlement of any one claim does not exceed
one tho'usand ($1000.00) dollars and, if settled, the sums paid in settlement shal] be charged as expense to

and be paid by all parties in proportion to their then interests in the Unit Area.

28. FORCE MAJEURE

I{ any party is rendered unable, wholly or in part, by force majeure to ¢arry out its obligations under
this agreement, other than the obligation to make money payments, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the
obligations of the party giving the notice, so far as they are'atfected by the force majeure, shall 'bé suspended
during, but no longer than, the continuance of the {force majeure. The affected party shall use all possible
diligence to remer the force majeure as quickly as possible.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require
the settlement of strikes, lockouts, or other labor difficulty by the party invelved, contrary to its wishes; how
all such difficulties shall be handled shall be entirely within the discretion of the party concerned.

The term Hforce majeure” as here employed shall mean an act of God, strike, lockout, or other industrial
disturbance, act of the publlc enemy, war, blockade, public riet, lightning, fire, storm, flood, explosion, gove
ernmenta] restraint, unavailability of equipment, and any other tause, whether of the kind specifically enum-

eraied above or otherwise, which is not reasonably within the control of the party claiming suspension,

29. NOTICES

All notices authorized or required between the parties, and required by any of the provisions of this
agreement, shall, unlers otherwise specifically provided, be given in writing by United States mail or Western
Union Telegram, postage or charges prepaid, and addressed to the party (o whom the notice is given at the
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addresses Hsted on Exhibit A", The originating notice to be given under any provision hereot 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 response thereto shall run from the date the originating notice is received. The second or any re-
spongive notice rhall be deemed given when deposited in the United States mail or with the Western Unlon
Telegraph Company, with postage or charges prepaid. Each party 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.

30. OTHER CONDITIONS, IF ANY, ARE:

(a) No well shall be drilled in the Unit Area until after title to the drillajite
lease has been examined by an attorney approved by all parties participsting in the
¢cost of the well, and the title has been approved by said examiniang attorney and the
title has been accepted by all parties participating in the costs. All costs incurred
in connection with examining titles shall be charged to the joint account of the parties
hereto.

(b) This Operating Agreement is gubject to all the terms and provisions of that
certain Farmout Agreement between John H, Trigg, et ux, and Sinclair Oil & Gas Company,

- dated November &, 1966 , which by reference {s incorporated herein for all

purposes.

(¢) In spite of any provision to the coutrary appearing in Section 11 hereof,
consent to the drilling of a well shall not be deemed as consent to the setting of
of casing and a completion attempt, After any well drilled pursuant to this agree-
ment has reached {ts authorized depth, Operator shall give immediate notice to None=
Operators, The parties receiving such notice shall have forty-eight (48) hours
(exclusive of Saturday or Sundsy or legal holidays) in which to elect whether or not
they desire to set casing and to participate in a completion attempt. Failure of a
party receiving such notice so to reply within the period sbove fixed shall constitute
sn election by that party not to participste in the cost of a completion attempt. If
all of the parties elect to plug and abandon the well, Operator shall plug and abandon
same at the expense of 8ll of the parties., If one or more, but less than all, of the
parties elect to set pipe and to attempt a completion, the provisions of Section 12
shall spply to the operations thereafter conducted by less than all psrties,
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This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs,

successors, representatives and assigns.

SINCLAIR OIL & GAS COMPANY
ATTEST:

By

Vice President

Assistant Secretary

OPERATOR

ATTEST:

John H, Trigg

ATTEST;

Pauline V. Trigg

—_13 —
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 Tariocis. . Recommanded By the
Diwven 3. coroeabo " Counci of ' Petraleu
Aumener 0.0681 EXHIBIT ¢ North Amerise.
Attached to and made s part of......Qpexating Agreement betueen....
___Sinelair.0il.&.Gas.Company,..as.Operator,..and.John. Han o
T Trige, ef.ux, as Non:Qperatex,.sovering.land AR e

L Eddy County.. New.Mexics.

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

1. GENERAL PROVISIONS

- ?;:it::‘g:o‘perty" shall mean the real and personal property subject to the agreement to which this “Accounting Pro-

* 13 attached. . _
SS?)‘;::: O;):ratltont" shall mean all operations necessary or proper for the development, operation, protection and

maintenance of the Joint Property. _

“Operator” shall mean the party designated to conduct the Joint Operations,

“Non-Operators” shall mean the nonoperating parties, whether one or more, '

“Jolnt Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be sharsd by the Partles.

“Parties” shall mean Operator and Non-Operators.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Materinl” shall mean material which at the time is so classified in the Material Classilication Manual
a3 most recently recommended by the Council of Petroleum Accountants Societies of North Americs.

3. Conflict with Agreement . ,
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the ugree-

ment to which thls Accounting Procedure is attached, the provisions of the agreement shall control

3. Collective Action by Non-Operators
Whers an sgreement or other action of Non-Operators is expressly required under this Accounting Procedure
and it the agreement to which this Accounting Procedure is attached contains no contrery provisions in regard
thereto, the agreernant or action of a majority in interest of the Non-Operators shall be controlling on all Nen-
Operators.
4. Statements and Blllings
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs and
expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges
and credits as set forth under Subparagraph........ Crrermsonecemnase below:
A. Statement in detall of all charges and credits to the Joint Account.
B, Statement of all charges and credits to the Joint Account, summarized by appropriate classitications indicative
of the nature thereof,
C. Statement of all charges and credits to the Joint Account summarized by appropriste classifications indicative
of the nature thereof, except that items of Controllable Material and unusual charges and ¢redits shall be detalled,

§. Payment and Advances by Non-Operators
Each Non-Operator shall pay its proportion of all such billshwlith&\ fifiteen (15) days after receipt thereof. If pay-
i i i r int
:ex:::: utx‘mot;l r;;:‘c‘l; within such time, the unpaid balance shali bear interest at the rate of gﬁﬁ%’ﬁ%’&nt per
6. Adjgstments
Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calandar
year shall conclusively 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 Nofi«Operator takes written excep=
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless jt is made within the same prescribed period. The provisions of this paragraph shajl not prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

7. Audits
A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator's accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
(24) month perlod following the end of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
8 of this Sectlon I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
:‘(‘zorot to conduct joint or slmultanecus sudits in a manner which will result In a minimum of lnconvenience to
e Operator,

i 1. DIRECT CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items:

1, Rentals and Royaltles

Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account

of the Parties,

2. Labor .

A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and sslaries or wages of technical employees who are temporarily assigned to and directly
ermpioyed on the Joint Property.

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section 11
and Paragraph ] of Section III; except that in the case of those employees only & pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section III, not more than the same
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost
under this Paragraph 2B 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 2A of this Section If and Para-
graph 1 of Section Ill. 1f percentage assessment 15 used, the rate shall be based on the Operator's cost experience.

C. E;(_pegldutureg or :ontrllbg:;ions ma;!e ?ursunnt to assessments imposed by governmental suthority which are ap-
plicable to Operator's labor cost of salaries and wages chargeable to the Joi
and 2B of this Sectlon Il and Paragraph ! of Segtion m.g Joint Account under Paragraphs 24

D. Reasonable personal expenses of those employccs whose salaries and wages are chargeable fo the Joint Account

under Parsgraph 2A of this Section 11 snd for which expenses the cmploye ‘o -
ususl practice. ployees are reimbursed under Operator’s

e



1. Employce Benefits

4

10,

11.

N alor's curient cost of extablished plans for employees' group life insurance, hospnahzauon.‘ pension, retire-
,(,::.):,’1?ls(:;ckkpurchase. thrifi, bonus, and other benefit plans of a like nature. gpplicable to OPer.'.tor s labor ;ost; pro«
vided however, the total of such charges shall nol exceed ten percent {107:) of Operator s{labor costi chargeable
to the Joint Account under Taragraphs 2A and 2B of this Section II and Paragraph ! of Section Il
Material ‘ ) _ , bl Dractis
Mauterinl purchased or furnished by Operator for use on the Joint Plop‘erty. So far as it is resson‘a v opra
cal and consistent with efficient and economical operation. only such Material ghnll te purchased for of transfe_rred
to the Joint Property as may be required for immediate use: and the accumulation of surplus stocks shall be avoided.

Transportation . . ) . )
Transgor(mion of employecs and Material necessary for the Joint Operations but subject to the following limitations:

A. 1{ Matcrin! is moved to the Joint Property from the Operator’s warehouse or othen'prope}'lies, no charge shall
be made to the Joint Account for a distance greater than the dislance {rom the neares! reliable supply store or
railway receiving point where like material is available. except by agreement with Non-Operators.

B. I surplus Material is moved to Operator's warehouse ot other storage point, no charge shali be made to t'he
Joint Account for a distance greater than the distance to the nearest reliable supply store or ranwlay receiving
point, excepl by agreement with Non-Operators, No charge shall be made to Joint Account for moving Material
10 other properties belonging to Operator, except by agreement with Non-QOperators.

C. In the application of subparagrapht A and B above, there shall be no equalization of actual gross trucking costs
of $100 or less.

Services .

A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Section 1l and Paragraph 2 of Section Il1.

B. Use and sarvice of equipment and facilities furnished by Operator as prowided in Paragraph § of Section 1V.

Damages and Losses to Jeint Property

All costs or expenses hecessary for the repair or replacement of Joint Property made necessary because of damages

or losses incurred by fire, {lood, storm, theft, accident, or any other cause, except to the extent that the damage or

loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
turnish Non-Operators written notice of damages or losses incurred as soon as practicable afler & report thereof
has been received by Operator.

Legal Expense _
Al costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint
Operations or necessary to protect or vecover the Joint Property, including, but not limited to, attorneys' fees.
courl costs, cost of investigation oy procuring evidence and amounts paid in seltlement or satisfaction of any
such litigation or claims: provided. (a) no charge shall be made for the services of Operator's legal staff or other reg-
ularly employed personnel (such services being considered to be Administrative Overhead under Section m). ex=
cept by agreement with Non-Operators. and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

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 hdve been paid by the Operator for the benefit of the Parties.
Insurance Premiiums

Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties,

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section Ill,
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

III. INDIRECT CHARGES

Operator may charge the Joint Account for indirect costs either by use of an allocation 'of district expense items plus 8
fixed rate for administrative overhead, and plus the warehousing charges, all as provided for in Peragraphs 1, 2, and 3_ot
this Section 111 OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section
111, as indicated next below: .

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
{3 Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus
warehouaing.) »
X Paragraph 4. (Combined fixed rate)

1. Distriet Expense

Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of Operator's
production superintendent and other employees serving the Joint Propeity and other properiies of the Operator in
the same operating ares. whose time is not allocated divectly to the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator's
office located at or near ... ... ... . (or a compavable office if location changed), and neces-
sary sub-offices (if any). maintained for the convenience of the above-deseribed office, and all necessary camps,
including housing facilities for employees If required. used In connection with the operations of the Joint Property
and other properties in the same operating area. The expense of, less any revenue from, such facilities may, at the
option of Operator. include depreciation of Investment or & fair monthly rental in lieu of depreciation. Such
charges shall be apportioned to all properties served on some equitable basis consistent with Operator's accounting
practice.

Administrative Overhead

Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, including
salaries. wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries,
wages and expenses of employees of Operator suthorized {0 be charged as direct charges as provided in Paragraphs
2 and 8 of Section 1l .

WELL BASIS (RATE PER WELL PER MONTH)

PRODUCING WILL RAYE

PRILLING WEILL RATE (Vee Current Producing Depthl
(Use Totol Depth) All Walls
Well Dapth Laeh Well it Fiva Next Five Over Ten

The cost and expense of services from outside sources in connection with matters of taxation, traffic, accounting, or
matters before or invelving governmental agencies shal) be considered as included in the overhead rates provided for in
this Paragraph 2 of Section III. unless such cost and expense ave agreed upon between Operator and Non-Operators

as a divect charge to the Joint Account.

—_0



Operator's Fully Owned Warehouse Operating and Maintenance Expense

3 {Describe fully the agreed procedure (o be followed by the Operator )
. Combined Fixed Rates ' .
‘ Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section 11, the
tollowing fixed per well rates:
WELL BASIS (RATE PER WELI. PER MONTH)
PRODVCING WILL RATE
ORILLING WELL RATE {Use Cuttant Praducing Depth}
{Ure Teatal Depth) All Wells
Wali Depth fech Wyll First Flve Went Five Over Tan
0' - 4,000' § 425 $ 85 $ 75 $ 65
4,000' - 8,000 550 105 95 85
8,000' -12,000' 650 125 115 105
Below 12,000’ 750 140 130 120

Said fixed rate fahakbl (shall not) include salaries and expenses of production foremen,

5. Application of Administrative Overhesd or Combined Fixed Rates o )
ngfonowing limitations, instructions and charges shall apply in the apolication of the per well rates as provided
under either Paragraph 2 or Paragraph 4 of this Section 111

§

A.

B,

—y

Charges for drilling wells shall begin on the date each well is spudded and terminate on tl}e date the drimng or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

The status of wells shajl be as follows: . .

(1) Producing gas wells, injection wells for recovery operations, water supply we)ls‘umized for water flooding
operations and salt water disposal wells shall be considered l_he same as producing wells.

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates,

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells.

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
body shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property, In the event of & unit allowable, all wells capable of producing
will be counted in determining the charge.

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6) Welis completed in multiple horizons, in which the production is not commingled down hole, shall be con-
sidered s a producing well for each separately producing horizon.

The well rates shall apply to the tota] number of wells being drilied or operated under the agreement to which

this Accounting Procedure is attached, Irrespective of individual leases,

The well rates shall be adjusted on the first day of April of each year following the effective date of the sgree.

ment to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the

rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year 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. The adjusted rates shell be the rates currently

in use, plus or minus the computed adjustment,

it (s specificelly undotatood that the above ovecrhead rates apply only to driliing snd praducing oporatlions sad

ate not Intcnded to cover the conastructlon or oparation of additional facilitlas such a3, but not limited Lo, .
gesoline plants, comprassor plante, repressurlag projects, salt vater dispossl facilitles, end simtilar {astalles - .,
tions, 1 At any time any or all of these become necessary to the operatlion, & scparata agreamint wiil be :
reached Yalativo to en overhead charge and nllocdtlon of distclct expense, S '

\y,
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1.“'I'ne specitic rates provided {or in this Section [ ["rﬁéy be amended from time to time by mutual agreétﬁent between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. BASIS OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section 1V, Operator will procure all Material and services for the Joint Prop-
erty.P Athlhe Operator's option, Non-~Operator may supply Material or servicez for the Joint Property,

uarcnases
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis-
counts actually received.
2. Material furnished from Operator’s Warehouse or Qther Propertids
A. New Material (Condition “A")

1!

(1) Tubular goods, two inch (27} and over, shall be priced on Eastern Mill base (1. e. Youngstown, Ohio; Lorain,
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and {. o. b,
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator Is permitted to include ten cents (10¢) per hundred-weight on all tubular goods furnished from
his stocks in lieu of loading and unloading costs sustained,

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movement and f. 0. b. the supply store or railway receiving point nearest the Joint Property where
Material of the same kind is available.

(3) The Joint Account shall not be credited with cash discounts applicable to pricea provided for in this Para-
graph 2 of Section 1V,

B. Used Material (Condition “B" and “C")

(1) Material in sound and serviceable condition snd suitable for reuse without reconditioning, shall be ¢lassified
&5 Condition “B” and priced at seventy-five per cent (75%) of the current price of new Material,
(2) Material which cannot be classified as Condition “B" but which,
(a) After reconditioning will be further serviceable for original function as good secondhand Material
{Condition “B"), or
{b) Is serviceable for orig..al function but substantially not suitable for reconditioning, shall be classifi-
ed as Condition C" and priced at fifly per ceat {509 ) of current new price.
(3) Obsolete Material or Material which cannot be classified as Condition "B’ or Condition '“C” shall be priced
st s value commensurate with its use. Material no longer suilable for its original purpose but usable for

—_—3
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sUME LINEL pUrpose, shiali ve piriced on a basis comparable witn tngy ot 1tems normauny used for sucn otner

purpose.
(4) Material involving erection costs shall be charged at spplicable percentage of the current knocked-down

. orice 6f nesw.Matevial.
PREM URLRRICES N

Y:c;::z;rrgﬁzr:nladn:d :qulpunnt atc nob veodily ohtainnble at ehe cuatomayy supply polnt and at prices spocifisd
uhfch the O nvn:g: h ° Ehls'Sccclgn ILTI beeause of nakional emergoncias, atvikes or other unusudl coumga over
bagia of th: Operat i n: ﬁo“Lrol' the Oparator miy chargo the joint aecount for the rcquired mitorinls on the
var, ond in nn;i\ ?: » divoet cost and expensa ineurred Ln procuving duch materialy, {n making {v sultahlo for
nl'l;cd to No‘n‘.o)iﬂ ¢ to thﬂ loc.at(on, vanvldn(l, ‘\QWOVEI‘, that at least‘. ten d','lyﬂ QTLQr notlce ln wrlting is fut-
Andloe aqul anLernl?rdo! the propoved act{en to ba taken by Qparator in obtalnlng or aupslying the material
by 29 c{octgg n:a t‘!for undoat the provisions of this puragsraph, wheraupon Non=Opevator aliall have the right
fn kind, or 1& :onn:: yin? Oporator within sueh ten days afeer vecelving notice Erom the Cpavator, to furnish
”‘°T°G°'P0£nc withi go as the g:rtlen may agrea, at the loaation, nearest rnllway receiving potlut, or Gpnrator's
450 ned aecepeabi. : ntrnmparn Q dlusqnec, all or pact of his ahavo of materisl and/or aquipment auttable for
point other than ot ghe‘: Opevator. Transportation costs on any auch material Eurnished by Non-Qporator, at any
sarsgraph, any Non-0 ocation, #hall be bovne by such Non-Operator, If, purnuant to the provistons of thia
reoen Opn;aco: oe Npergtor furnishes mater{inl snd/or equipment in kind, appropriste adjustments of acrounts be-
2quipncat requlred tgn p;rltor shall be made, Opcrator agvees ko acauiea the neccssary ashort supplies and .
a8 horeln proviiey 1eon uct operations upan the jointly owned premiscs ond to charge the joint sccount thovrefor
provided unless Hon-Operator alects to supply oll or part of same within tho specified pariod of tiwa,
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against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories, Rates for trucks, tractors and well service units may include wages
and expenses of operator,

B. Whenever requested, Operator shall inform Non-Operators In advance of the rates it proposes to charge,

C. Rates shall be revised and adjusted from time to time when found to be either excesslve or insufficient.

V. DISPOSAL OF MATERIAL

The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A” or “B" Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.

1, Material Purchased by the Operator or Non-Oparators
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account
tor the month in which the Material is removed by the purchaser.

2. Division in Kind
Division of Material in kind, it made between Operator and Non-Operators, shall be in proportion to the respective
interepts in such Material, The Parties will thereupon be charged individusally with the value of the Material re-
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations.

3. Sales to Outsiders
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any clalm by vendee related to such sale shall be charged back to the
Jolnt Account if and when paid by Operator.

V1. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Material purchased by elther Operstor or Non-Operators or divided In kind, unless otherwise agreed to between
Operator and Non-Operators shall be priced on the following basis: :
1. New Price Defined Y
New price as used in this Section VI shall be the price specified for New Material in Section IV.
2. New Material :
New Material (Condition “A"), being new Material procured for the Joint Property but never used, at one hundred
per cent (100%) of current new price (plus sales tax if any).
3. Good Used Material
Good used Material {Condition "B"), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or
B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (75%) of new price.
4. Other Used Material
Used Material (Condition “C”), at fifty per cent (509%) of current new price, being used Material which:
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. 15 serviceable for original function but not suitable for reconditioning.
5. Bad-Order Material ‘
Material (Condition “D"), no longer suitable for its original purpose without excessive repair cost but usable for
some other purposge at a price comparable with that of items normally used for such other purpose.
6. Junk Material
Junk Material (Condition “E"), being obsolete and scrap Material, at prevailing prices.
7. Temporarily Used Material
When the use of Material Is temporary and its service to the Joint Property does not justify the reduction in price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basis that will leave a net charge
to the Joint Account ‘consistent with the value of the service rendered.

_ Vil. INVENTORIES
The Operator shall maintain detailed records of Material generally considered controllable by the Industry.

1. Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Aceount Material, which shall include
81l such Materisl as is ordinarily, considered controllable. 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 repre-
sented when any inventory is taken, Failure of Non-Operators to be represented at an inventory shall bind Non-
?\peut{ors to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy
thereof, .

2, Reconciliation and Adjustment of Inventorles
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reassnable diligence.

3. Special Inventortes
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall be
the duty of the party selling to notify all other Partles as quickly as possible after the transter of Interest takes
place. In such caxes, both the seller and the purchaser shall be governed by such inventory.

—
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INSURANCE

fXHlB[T D — Operator shall at 2l times during the term of this Agreement carry insurance to protect the parties hereto as
ollows;

(1) Workmen's compensation and occupational disease insurance as required by the laws of the state or states in which
operations will be conducted and employers’ liability insurance with a limit of not less than $100,000.

2 Comlprehenu'vc general public liability insurance, excluding products liability insurance, with limits of not less than:
$100,000 applicable to bodily injury, sickness or desth of any one person and $100,000 for more than one peeson in any one
accident, ln:hO0,000 for loss of or damage to property in any one accident and $100,000 sggregate limit applicable to ail loss
of ot damage to property during the policy period.

(3) Automobile public liability insurance covering all automotive equipment used in performance of work under this
sgreement with limits of not less than: $100,000 applicable to bodily injurg, sickness or death of any one person and $100,000
for more than one person in any one accident, and $25.000 for loss of or damage to property in any one accident,

If sutomotive equipment used is owned exclusively by Operator. no charge will be made to the Joint Account for premiums
for this coverage except us provided in Section III, Pacagraph § of the Accounting Procedure.

EXHIBITE -~ Operator shall require all contractors performing work under this Agreement to carry the following insurance: .

(1)Workmen's compensation and occugational disease insurance as required by the laws of the state or states in which oper.
stions will be conducted and employers’ liability insurance with a limit of not less than $100,000.

(2) Comprehensive general public lisbility insurance with limits of not less than: $100,000 applicable to bodily injury, sick-
ness or death of any oncdperson and $100,000 for more than one "person in any one accident, and $100,000 for loss of or damage to
property in any one accident and $100,000 aggregate limit applicable to all loss of or damage to property during the policy period.

(3) Automobile public liability insurance covering #ll automotive equipment used in performance of work under this agree.
ment with limits of not less than: $100,000 applicable to bodily injury, sickness or death of any one person and $100,000 for
more than one person in any one sccident, and $23,000 for loss of or damage to property in any one accident.
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: _ BUREAU OF LAND MANAGEMENT . . Eapires: Aagust 31, 1989

TRANSFER OF OPERATING RIGHTS (SUBLEASE) IN A Lease Serial No.
LEASE FOR OIL AND GAS OR GEOTHERMAL RESOURCES NM LC-060122

Mineral Leasing Act of 1920 (30 U.S.C. 181 <t scq.)
Act for Acquired Laods of 1947 (30 U.S.C. 351-359)
Geothermal Stcam Act of 1970 (30 U.S.C. 1001-1025)
Deparument of the Interior Appropriations Act, Fiscal Year 1981 (42 U.S.C. 6508)

Type or print plainly In Ink and sign In Ink.

PART A: TRANSFER
Transfesce (Sublessee)® charies E. Nearburg D/B/A Nearburg E*(ploration Company
Street P. 0. Box 823085
City, Suate, ZIP Code  paijas, Texas 75382-3085

more than one transfcrce, check here O and list the name(s) and address(es) of all additional transferces on the reverse of this form or oa a
wate atached shect of paper.

5 transfer is for: (Check anc). XX Qil and Gas Leasc, or [J Geothermal Lease

rest conveyed: (Check one or both, as epprapriate) [ Operating Rights (subleasc) O Overriding Royalty, payment out of production or other
similar inlerests or payments

This transfcr (sublcase) conveys the following interesi:

Land Description Pereent of Interest Percent of
donul space on reverse, if needed. Do not submit documents of agreements other tan Owned Couveyed | Rewined 0";.“'?“‘:“’“"
orm; such documents or agrecments shall only be referenced herein. of mar neress
Reserved Previously
reserved
or conveyed
- ] F] b 3 d e [ 4
swnship-18-South, Range-27-East 50% 50% 0% 154 3.1252

sction 27: North Half (N/2)
idy County, New Mexico

mited in depth to 10,035"

FOR BUM USE ONLY=-DO NOT WRITE BELOW THIS LINE
THE UNITED STATES OF AMERICA
transfer Is approved solcly for adminlstrative purposes. Approval does not warrnnl that either party to this (ransfer holds legal or equitable
to this lease. ] .

ransfer approved effective

(Authorized Officer) B R (Title) (Date)
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PART B: CERTIFKCATION AND REQUEST FOR APPROVAL

1. The transferor centifics as owner of ai intcrest in the abave designated lease thut he/she hereby trunslers to the above transferee(s) the rights specified above,

2. Transferee certifics as follows: (a} Transferce is a citizen of the United Siates; an association of such citizens: a municipality: or a cocporution organized under the laws
of the United States or of any State or tcrritory thereof. Fur the transfer of NPR-A leases. transferee is 2 citizen. national, or resident alien of the Uniled States or associarions
of wuch cilizens. nationals, resident aliens or private. publie or municipal corporations, (b) Transferee is not idered 3 minor under the laws of the Sate in which
the lands covered by this transfer are located: (€) Transferce’s chargeablc interests. direct and indirect. in cither publie domain or acqmr:d lands. do not exceed 200,000
acres in oil and gas options ur 246,080 in oil and gas leases in the same Statc. or 300,000 3cres in leases and 200,000 acres in oplions in each leasing Digriet in Alsska.
if this is an oil and s lease issued in accordance with the Mineral Leasing Act of 1920 or 51,200 acres in aay one state if this is 3 geothermal lease; 3ad (d) All parties
bolding 3n intesest in the traasfer are otherwise i eumpl-ance with the regulations (43 CFR Group 3100 or 3200) and the acthorizing Acts,

{¢) Transferee s ia compliance with reclamation requirements for all Federal oil and gas lease holdings as ccquired by sec. 17(g) of the Mineral Leasing Act; and (f} Trans-
feree is pot in violation of sec. 41 of the Mineral Leasing Act.

3. Transfarec’s sigrature to this assignment constitules acceptance of all applicable teems, conditions. stipulations and restrictions penaining to the lease described herein,
Applicable terms and conditions include. but are aet limited to. In obligation 10 conduct all operations on the feaschold in accordance with the terms and conditions of
the lease. to condition all wells for proper abandonment. to resfore the leased Iands upon completion of any operations as deseribed ia the lease. and lo furnish and maintain
such bond #s may be requited by the Iessor pursuaat ta regulations 43 CFR 3104, 3134, or 3206.

For geothermal transfers, an overriding royally may not be less than onc-fouah ('4) of onc percent of the value of outpui. ner greater than 50 percent of the rate of royaty
due 1o the United States when this transfer is added 1o all previously ¢reated overriding royaltics (43 CFR 3241).

1 centify that the statements made hercin by me are true, complete. and correct lo the best of my knowledge and beliel and are made in good faith.

Executed is . 21ST day of _OcTober L1931 Execacd s 2. ST day of DCLrtoxt 19 P
Name of Transferor Atlantic Richfield Company CHARLES E. NEARBURG D/B/A
Please type or priat NEARBURG EXPLORATION COMPANY
Trunsleror 5 % %1 Transferce
BY: (Signature} ﬂ 2 (Signatu
or Ay ar
Alorney-in-faet —?’74 C}Q’ ‘/_'///'4. Atommey-in-lact / ~’}‘/ /
T. L. Holland  (Sigmature) ROBERT G. SHELTUN™“™

P. 0. Box 1610

{Transferor's Address)
Midland, X 79702 .
(City) (State) Zip Code)

Title 18 US.C. Sce, 1001 makes it a erime for any pereon knawingly and willfully to make to any Departnient or arrnq of the United States any false. fictitious or fraudufent
statzments Or represenlations as o any matier with ;unsdncxmn ‘ . .

S———wmemeTs ST LT L. T ML SEILTTT sme= SETTETITET Chomt —T=TT TRl S

]



e emm m————— v aMeass WA AL MAV. W uvo
LU R Av- o B

ASSIGNMENT OF OII, AND GAS LEASE

STATE OF NEW MEXICO ) (

COUNTY OF EDDY ) (

For a good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, Atlantic Richfield
Company, whose address is 600 North Marienfeld, Midland, Texas
79701, (hereinafter referred to as "Assignor") does hereby sell,
assign, transfer and convey unto Charles E. Nearburg, D/B/A
Nearburg Exploration Company, whose address is 3300 North Avenue
"aA"  Building 8, Suite 100, Midland, Texas 75705 (hereinafter
referred to as "Assignee"), all of assignor's right, title and
interest in and to the 0il and Gas lLease set forth below
(hereinafter referred to as "Said Lease"), insofar and only insofar
as said lease covers the lands described below from the surface of
the earth to 10,035'.

Lease No.: NM LC-060122

Lessor: Bureau of Land Management

Date: 2pril 1, 1948

Description: Insofar and only insofar as said lease

covers the North Half (N/2) of
Section 27, T-18-S, R-27-E, Eddy
County, New Mexico

TO HAVE AND TO HOLD the interest assigned in and to said lease
unto assignee, its successors and assigns; however, this assignment
is made without warranty of title express or implied on the part of
assignee.

Executed this </ day of WNovirisern , 1991,

ATLANTIC RICHFIELD COMPANY

BY: 77 il /. %
its: Attorney-in-Fact 7/ Qje -

STATE OF TEXAS ) (

COUNTY OF _ MIDLAND ) ( . |
This instrument was acknowledged before me this,Z_«[' /4{ day of

W ’ 1991, by T. L. HOLLAND ,

Attorney-in-Fact of ATLANTIC ..RICHFIELD COMPANY, a Delaware

Corporation, -

/) 4
é/bfﬂ/&é/ WJI
‘Notary Public /

BARBARA KIR3Y
Wy CONUSSICH EXFIRES
May 17, 1984
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STATE OF NEW MEXICO, County of Eddy,ss. Ihereby certify thatthisinstrument was filed forrecord on the
6 __dayof  December __  AD.19_91 at 1:42 o'clock __P. M., anddulyrecorded

in___80w110esc 949 of the Eddy County Records. X
By _éﬂ/& & /fbfg

KAREN DAVIS, County Clerk Deputy




