PRO NEW MEXICO, INC.

141 E. PALACE AVENUE
SANTA FE, NEW MEXICO 87501
(505) 988-4171
Telefax (505) 988-4548

L X%/ A/‘ 7Z5 o /7,«(- ¢y /) /| September 21, 1992

BEFORE £/t T 07he
VIA FEDERAL EXPRESS e
Ms. Mary Lou Drywater OIL Gt oo ;
Supervisor, Realty Specialist I )
Navajo Area Office R TR U I S A
Real Property Management |
Bureau of Indian Affairs | cAsE no. iZQ(a/S e
301 wW. Hill RPN PSS

Gallup, New Mexico 87305

RE: Section 5: NW/4 Township 25 North, Range 11 West
San Juan County, New Mexico

Dear Ms. Drywater:

Pro New Mexico holds oil and gas lease USA SF-078899 on the SW 1/4
of Section 5 in T25N, R11W which together with the above-referenced tract form a
potential 320 acre proration unit for the development of a gas well in the Fruitland
Formation. The referenced track is Navajo Indian land administered by your agency.

Some weeks ago our inquiry elicited the information that this tract would
soon be included with other unleased acreage for a competitive bid sale to take place
this October. Thereafter, having received no written notification as had been
requested, our office made a follow-up call last week and to our dismay we are
advised that the tract may not be sold prior to the end of this year, due to something
concerning a defect in an environmental statement.

Under Section 29 of the Internal Revenue Code welis drilled prior to
January 1, 1993 completed in the Fruitland Coal formation qualify for the non-
conventional fuels tax credit on volumes produced. | am sure that you and your
agency are well aware that this provision of the tax law has motivated extensive
drilling over the past few years in the San Juan Basin. That drilling is coming to a
close due to the deadline. Accordingly, the interest of Pro New Mexico in developing
this property is dependent upon obtaining a lease in sufficient time for a well to be
drilled before the end of the year. Of course, to drill a well by that time requires at
least 8-10 weeks of preparatory planning, permitting, drilling application and other
paper work.

Oil and Gas Production and Properties



Mary Lou Drywater
Page 2
September 21, 1992

If the lease of the 160 acre Navajo tract does not move forward on the
October 1992 schedule it is highly probable that this acreage will never be developed.

The Bureau of Indian Affairs should be advised of the offsetting Fruitland
Coal Development impacting the Indian land in question. Enclosed is a map which
illustrates the circumstances. Development has occurred or is occurring surrounding
this tract. Of most significance are offsetting wells on the E 1/2 of Section 6 and on
the S 1/2 of Section 32 in Township 26 North. The mineral acreage underlying those
subdivisions is federal or state lease. The obvious result of failing to lease this Navajo
tract in a timely manner so that a Fruitiand well can be drilled this year, is that the
Navajo Indian mineral interest will suffer drainage to these other wells. In its statutory
obligation to the Navajo Tribe we urge the BlA to consider the crucial importance of
the NW 1/4 of Section 5 being afforded the opportunity for development and for the
commensurate royalty income to be derived by the Navajo beneficiaries as contrasted
with inaction which would allow the natural resource to be lost to other lessors and
the income flow to other royalty owners.

We request your most urgent consideration of this subject and advise you
that | or other representatives of Pro New Mexico, Inc. will be pleased to discuss this
with you on short notice.

Very truly yours,

PRO NEW MEXICO, INC.

By ?/ 720‘ }’ '
J. E. GALLEGOS

President
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NEW
MEXICO
INC.

OIL & GAS PRODUCTION AND PROPERTIES
(505) 988-4171 * FAX (505) 988-4548 * 141 E. Palace Ave. * Santa Fe, NM 87501

VIA TELEFAX
(602) 871-5151, Ext. 5122
October 2, 1992
Ms. Mary Lou Drywater
Supervisor, Realty Specialist
Navajo Area Office
Real Property Management
Bureau of indian Affairs
301 W. Hill
Gallup, New Mexico 87305

Re: Section 5: NW/4
Township 25 North, Range 11 West
San Juan County, New Mexico

Dear Ms. Drywater:

Ten days ago, on September 21, 1992, | wrote you concerning the above-referenced
160 acre Navajo tract which we believe to be open for lease. Pro New Mexico holds a federal oil and
gas lease on the SW/4 of Section 5 and wishes to combine the acreage to form a drilling unit for a gas
well in the Fruitland Formation. Because of the year-end expiration for the well to qualify for tax
investment crediting under Section 29 of the |.R.C. it is imperative that the B.l.A. give its prompt
attention to making the acreage available for lease and development.

Pro New Mexico would direct your attention to the provisions of Section 70-2-17C
NMSA 1978 which provides that where owners {including owners of the minerals) of tracts embraced
within a proration unit have failed to agree to pool their interests the New Mexico Qil Conservation
Commission can order a forced pooling so that a well can be drilled to protect correlative rights. Of
course, Pro New Mexico would much prefer that the B.l.A. (a) lease the acreage to it or other lessees
who would communitize the acreage with the SW/4 or (b) agree to a pooling of its mineral interest so
that a well might be drilled. Something must be done in the very near future due to the expiration of
the Section 29 credit and the necessity of protecting the involved correlative rights related to the W/2
of Section 5.

Please be advised that since our last letter Giant Exploration & Production Company has
completed a direct offset Fruitland Formation well, the Buena Suerte 32-L Com. 1 in the SW/4 of
Section 32 of Township 26 North, Range 11 West. That well is shown as a "Fruitiand location” on the
map that accompanied our September 21, 1992 Letter.

Very truly yours,

PRO NEW MEXICO, INC.

BEFORE EXANIMER 0470 L0
OIL CONSERYATIZN L Dicid g W
| By

e EXAISITHO. sl J. E. Gallegos

President
CASE NO. _LOL/S

T LY
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VIiA FEDERAL EXPRESS

October 9, 1992

Ms. Mary Lou Drywater
Supervisor, Realty Specialist
Navajo Area Office

Real Property Management
Bureau of Indian Affairs

301 W. Hill

Gallup, New Mexico 87305

Re: Section 5: NW/4
Township_25 North, Range 11 West
San Juan County, New Mexico

Dear Ms. Drywater:

Pro New Mexico seeks to drill 3 Basin Fruitland Coal gas well on a 320-
acre proration unit consisting of the W/2 of Section 5 in T25N, R11W. We have
called you several times about this and reference is made to our letters of September
21, 1992 and October 2, 1992.

We have requested that the unleased NW/4 which the B.l.A. administers
as trustee for Navajo Indian allottees be made available for competitive bid. With the
passage of time it is becoming evident that that is unlikely to occur sufficiently soon
to aliow preparation for and the drilling of @ well before year-end.

As an alternative to leasing the acreage, Pro New Mexico solicits the
B.l.A. to voluntarily pool its mineral interest in the acreage with Pro's federal oil and
gas leasehold of the SW/4 (USA-SF078062) to form the standard Fruitland Coal
proration unit. In that regard we furnish you:

1. A Well Cost Estimate for the drilling of the proposed well.

2. A proposed Joint Operating Agreement for drilling and operation
of the well and unit.

BEFORE EMAMINER CATANMALY
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NEW
MEXICO
INC.

OIL & GAS PRODUCTION AND PROPERTIES
(505) 988-4171 * FAX (505)988-4548 * 141 E. Palace Ave. * Santa Fe, NM 87501

VIA TELEFAX
{602) 871-5151, Ext. 5122
October 2, 1992
Ms. Mary Lou Drywater
Supervisor, Realty Specialist
Navajo Area Office
Real Property Management
Bureau of indian Affairs
301 W, Hill
Gallup, New Mexico 87305

Re: Section 5: NW/4
Yownship 25 North, Range 11 West
San Juan County, New Mexico

Dear Ms. Drywater:

Ten days ago, on September 21, 1992, | wrote you concerning the above-referenced
160 acre Navajo tract which we believe to be open for lease. Pro New Mexico holds a federal oil and
gas lease on the SW/4 of Section 5 and wishes to combine the acreage to form a drilling unit for a gas
well in the Fruitiand Formation. Because of the year-end expiration for the well to qualify for tax
investment crediting under Section 29 of the L.R.C. it is imperative that the B.I.A. give its prompt
attention to making the acreage available for lease and development.

Pro New Mexico would direct your attention to the provisions of Section 70-2-17C
NMSA 1978 which provides that where owners {including owners of the minerals) of tracts embraced
within a proration unit have failed to agree to pool their interests the New Mexico Qil Conservation
Commission can order a forced pooling so that a well can be drilled to protect correlative rights. Of
course, Pro New Mexico would much prefer that the B.I.A. (a) lease the acreage to it or other lessees
who would communitize the acreage with the SW/4 or (b) agree to a pooling of its mineral interest so
that a well might be drilled. Something must be done in the very near future due to the expiration of
the Section 29 credit and the necessity of protecting the involved correlative rights related to the W/2
of Section 5.

Please be advised that since our last letter Giant Exploration & Production Company has
completed a direct offset Fruitland Formation well, the Buena Suerte 32-L Com. 1 in the SW/4 of
Section 32 of Township 26 North, Range 11 West. That well is shown as a "Fruitiand location” on the
map that accompanied our September 21, 1992 Letter.

Very truly yours,

PRO NEW MEXICO, INC.
BEFORE EXAMINIR C77

OIL CONSERVATIZN T1y 2o ?
| By

EXHITIT NO. b J. E. Galiegos
President

CASENO. Lo/
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PHE L e AN PROBM I TN ASND PROPERTIES
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VIA FEDERAL EXPRESS

October 9, 1992

Ms. Mary Lou Drywater
Supervisor, Realty Specialist
Navajo Area Office

Real Property Management
Bureau of Indian Affairs

301 W. Hill

Gallup, New Mexico 87305

Re: Section 5: NwW/4
Township_25 North, Range 11 West
San Juan County, New Mexico

Dear Ms. Drywater:

Pro New Mexico seeks to drill a Basin Fruitland Coal gas well on a 320-
acre proration unit consisting of the W/2 of Section 5 in T25N, R11W. We have
called you several times about this and reference is made to our letters of September
21, 1992 and October 2, 1992.

We have requested that the unieased NW/4 which the B.l.A. administers
as trustee for Navajo Indian allottees be made available for competitive bid. With the
passage of time it is becoming evident that that is unlikely to occur sufficiently soon
to allow preparation for and the drilling of a well before year-end.

As an alternative to leasing the acreage, Pro New Mexico solicits the
B.l.A. to voluntarily pool its mineral interest in the acreage with Pro's federal oil and
gas leasehold of the SW/4 (USA-SFO078062) to form the standard Fruitland Coal
proration unit. In that regard we furnish you:

1. A Well Cost Estimate for the drilling of the proposed well.

2. A proposed Joint Operating Agreement for drilling and operation
of the well and unit.




Mary Lou Drywater
Page 2
October 9, 1992

If your agency is willing to join its acreage we will submit a
Communitization Agreement patterned on those agreements the B.l.A. and Giant
Exploration & Production Company have entered into for Fruitland Coal wells in this
same area.

Should we not have a positive response from you by October 21, 1992,
Pro New Mexico will understand that the B.l.A. is unwilling to either (a) immediately
make the acreage available for oil and gas leasing or (b) voluntarily pool its mineral
interest as above requested. In that event, Pro New Mexico will apply to the Oil
Conservation Division of the Energy, Minerals and Natural Resources Department of
New Mexico for a non-standard proration unit to consist of only the SW/4 of Section
5 or, in the alternative, to compulsory pool the NW/4 of Section 5 administered by the
B.lLA.

Thank you for your consideration of this matter. As always, we are
available for discussions at your call.

Very truly yours,

PRO NEW MEXICO, INC.

By ; 5
J. E. Gallegos

President

cc: Bob Fielder
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OPERATING AGREEMENT
DATED
v 19 .
OPERK.I;OR Pro New Mexico, Ipc.

CONTRACT ARFPA __T25N, R11W

Section 5. W/2

Gracia SK Nn_ 2

COUNTY OR PARISH OF San.Jluan STATE OF

COPYRIGHT 1912 = ALL RIOHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 3408 CONTINENTAL LIFE BUILDING,
PORT WORTH, TEXAS, 76102, APPROVED FORM.
AAP.L, NO. 610 - 1992 REVISED

New Mexicao




.AAPL FORM 610 - MODEL ~RM OPERATING AGREEMENT - 198

S

GUIDANCE IN THE PREPARATION OF THIS AGREEMNT:

L

2

3.

10.

11

12,

13.

A

13.

16.

1.

Tikc Page - Fill in blnks a3 spplicable.

Presmblc, Page 1 - Enter name of Operswr.

Articie II - Bxhibits:

() Indicate Bxhidbits 0 be areached.
@)Knnh&dd\nmmhm&emm&aﬂmﬁewmmﬁk"F"Wbtddmd

Artide 11D, « Interests of Parrics in Costs and Production - Enter royalty fraction ss agreed to by parties.

. Artide IVA, - Tide Examingtion - Sclect option es sgreed to by the paroes.

Asticle TVB. - Leas of Title - ¥ ““Joint Loss™ of Tirle ia desired, the following changes should be made:

() Delete Arscls VB and IVB.2

D) Arsicle IV.B.3 - Delete phrase *‘other than those set forth in Arides IV,B.1 and IV.B2 sbove.""

) Article VILE. - Clumpe reference xt end of the firet grammadcs! parsgreph from ““Ardale IV.B.2"" 1o **Artide IV.B.3.""

@ Artde X. - A & the conduding scatence - **All daims of suits Involving title 1o sny interest subject m thiv agreement shall be
troated a5 4 claim or 8 it against all parties herero."

. Artidde V - Operator - Enter pame of Operxtor.

Article VLA - Inltisl Wall:

{n) Detz of commencement of drilling,
®) Location of well,

&) Obligation depth.

. Articde VLB.2.0b) - Subsequent Operations - Enter perulty percentage as agreed to by partics.

Arvicle V1.C, - Taking Producton In Kind - If « Gas Balancing Agreement is not in existence nor attached hereto as Exhibit **E*", then use
Altemnsre Page B.

Article VIID.]. - Umintion of Expenditures - Select option as agreed to by parties.

Articly VILD.3. - Liminatinn of Expenditurcs - Eater Hmitation of expenditure of Operator {or single project and amount sbove which
Operator may fumish informstion AYE.

Ardcle 1X. - loternal Revenue Code Election - Delete this article in the event the agreement is 8 Tax Purtnership and Exhidit **G'" is ac-
tached.

Aricie X_- Chims snd Lewusirs - Farer claim mit a3 azreed 1o by parties.

Arvcle XTI1. - Term of Agreemnent:
(a) Select Opdion 35 agreed 1o by partics.
Q) U Oytlaa Ne. 1 ks salumad. satar agrood saember of dayv in rwn (?) hlenirs

Artidc XIVB - Governing Law - Enter seate s agreed to by perties.

Signature Prge  Enter effective dats.

e

s aneu
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AAPL FORM 610 - MODE' “ORM OPERATING AGREEMENT - 1982

TADLE OF COMTENTS
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A o= 1319 (8 L L CEET R EER R R P PRPER 1
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A OFL AND GAS IN T RS T .t et vvtvenneernsssnressneneasestesacesessromiomasrsnrornasssttanseensss 2
B. INTERESTS OF PARTIES TN QUSTS AND PRODUCTION.. ... Cereeeaeaes e e 2
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D. SUBSEQUENTLY CREATED INTERENIS.....oevue e P N 2
I, TITLEE .coe-en.... e e e e e 2
A. TITLE EXAMINATION. ........... O SO 23
I T 0 3 0 i 7 0 3
D T 3 P 3
llmbme?:ymunwEmqumdAmoumDue ............................................. 3
3 Other LomeR. . ..o.iitiivianaanenniniraaennncnns L e et e e et e a e ee e iba e atirae 3
B ) ¢ 2.7, (0 ) 4
A DE.IGNA‘HON AND RESPONSIBILITIES OF OPERATOR . 0ottt ittt totiiane i iiviecenaaanatcranaeans 4
B. RESIGNATION OR REMOVAL OF OPERATOR ANL SELECTION OF SUCCESSOR. . ......cuvuuneiinunnenn 4
1. Retignation or Removal of Operator. ... ... - t.ounueniinnesreneeansansuomnrnmnanensireroanmeieianns 4
2 Selectan Of SOCTIIOr OBt . .« cut ittt vttt e e e he e e e aaaans 4
Lo 5 1 €0 ) -1 .3 4
D DRI LING OO T RA TS . o -t tuenreetntoannt s o e taeansnesnsaasns s etsiteranannaiannenns 4
VI. PRILLING AND DEVEL O PMEN T ... iitiitiittitneir ettt e e ot e e ae et aearaneeaenenss 4
O 1 0 0 7Y S 5 A 43
B SUBSEQUENT O RATIONS ... ittt e e e e e i e 5
L. PrOPOsEd PO R ONS . .4t ittt i e e e e e b}
2. Operations by Len than All Pamu ................................................................. 567
3. SandBy Time.........cooovvivininnn.. .. e e e 7
A Sideracking ... .. e e e 7
€. TAKING PRODUCTION IN KIND oottt e it e e e aeae e e 7
D. ACCESS TO CONTRACT AREA AND INFORMATION . . . ... i i e 8
B ABANDONMENT OF WELLS .. ..ttt e e e e e 8
1. Abandonmentof Dry Holes. .............oovuiiiennnn . oo oL e e 8
2. Abandonment of Wells that have Producwd .. ...ooooiuie i e &9
3. Abandonment of Non Consent Operations. . .........cvvvvenn..., R 9
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. _ OPERATING AGREEMENT

emxral fato by and berween, Pro New Mexico Inc
141|E ﬁa?ace Ave., Santa Fe, NM 87501 bereinsher desigruzed a2d

Ih'rdbl“q-lmr"dhdmmyupumwopw somesmes beseinafrer referred © lodividually berein
& *"Noo-Opanatr*’, snd collectively @ * Now-Opwratun'’.

WITNESSETH: -

WHEMEAS, e g e v Bils g canoniit 485 swmarn of o0 end gac loncer endive Al end gw Intereers in the bnd identifind In
xchibs “A*, and the parrim bereio have reschad 83 agreement ® aplare a0d develop thase Jesses sndior o) 20 s inswresss for the
yroducton of ol snd gu 30 the sxtac: s0d as hersingter provided,

NOW, THPRITORL, k Is agreed m fallows:

" A, GNP, ¢ ¢ M~“-’ﬂl.‘|" o

C e el -

ARTICIR T
DEFINTTIONS

As mead Ip this agreamen:, the following words and wrie shal) heve the mesaings bere sacribed 20 them:

A The tarm ot and gas®* shall monc oil, gas, cminghend gus, g condensste, 504 o1l ocher Bquid or gasecus bydrocarbans
and other markenable sobstnces produced therewizh, nies & lvwnt 0 lenh the inclasivenen of this rm i spacifially stased.

B. The wrms ol and gan lamse™’, “Tomac™ end “‘Jamschald™ ohall st the of! end gus fosses covaring wacn of bnd
Bpleg within ¢ Cootract Ares which are sumed by s parties o this agresment.

€ The wrm o sl g bmeres™ ghull! mesn smlemms! for ma) diiowral Mseresss in wecs of bnd lying within the
Cootnsy Ares which e owped by partim 10 this agreement.

D. The term “‘Contra Ares’’ shall mean all of the lands, ol snd gas leasehold foesresss and ofl and gas inseress invended 1o be
developed sad opervted for oll wd gas purposss under this agreement. Such lands, off and gas lessehold interss: snd ol wnd gas interea
are docribad in Pxhidit “A™,

B The wrm “drilling enit" shall mesn the ares xed for the drilling of ope well by order or rule of any sure or
= fuderal body heving sihoriry. ¥ o drilking unit is pot fixed by 2y mch rule or order, & drilling unit shal be the drilling unit as esablish-
wd by the pantern of drilling in the Conmract Ara or a8 fixed by expren agreement of the Drilling Parties.

F. The term “‘drillsite"™ shall mean the ol snd gas lesse or Interes: on which ¢ proposcd well is 1o be Jocated.

G. The sermt “'Drllling Party’’ and ‘Quau;!my"lhnw-mmwwhhndmhmdmemd
sy aperanion canducted ynder the provisioas of this agreement.

H The termy *‘Noo-Drilling Purty'* and MM&;M,"MwnmmMumpm

#n a2 propased operyticn.

Unlex the contert othorwise clearly indicnit, words msed In she singulc acdude the ploral, the plon) includes the
singnler, xnd the neuter gender includes the masculine end the feminine,

b4

[y

ARTICLE L.
EXHIBITS

The fellowing exhidicy, ms indicsted below and srached berews, sre incorporated in and made » part bereol:

D A Exhibit A", shall inchude the following information:

() Beotification of lands subject 1 this agreement,

@) Ratricions, ¥ any, m © deptin, formations, or mbaraness,

) Percentages o fractiona! inwresn of parties © this sgreemens,

) Ol = gm femses andior ol md gas interess subject 10 this sgreement,

0) Addresses of pardes for motice porponcs.

. Eahibii *B"’, Form of Lease.

Exchibis *'C', Accounting Procedure.

. Exhdbit *°D*', fasurance,

Exhibit *E*’, Gas Balancing Agresmem » S—

F. Exhidit *F", Noo-Disriminstion sod Centification of Noo-Segregaud Faclitics. ‘

0O G Exhbk “G™, Tz Paruership.
lmuwﬁmdnynhﬁulquw”!"d“G".bbm:-ﬂmmu&dh.pebaéy

of this agreement, the provisions in the body of this agresment shall prevail, i*"
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ARTICLE LI,
INTERESTS OF PARTIES

A. Of asld Ges Interests:

lmmmmddpmhmmmmmmwhv-dhmprpndahmt
snd during the tarme hareol & ¥ &k were covered by the form of off snd gas lesse eruschad bereo s Exhibic B, end the owner thersol
shall be dermed % ows boh the royaky inverest renerved in much lome and the dateress of (he Jossce thereunder.

B. Saterests of Parties 2 Covts snd Producrion:

Ul changed by other provisions, all oo snd Babiliries incurred in operstions under this agreemem shull be borne and
goid, and 2l cquipmant and mnerials scquired in operstions on the Contract Arcs shull be owned, by the pardes m their interese: are set
florth fn Exhibit °A*’. bn the same muumer, the perties shall also own all production of ol sod gas from the Contract Ane subject to the
poymant of ropakics  the anent oL 2S_IRSeTVE] in leases srhich shall be Sorne & bervinalter set forth.

Regardiens of which garty b emnrriboted the laase(s) sndir ol and g fowcrest(s) bereto en which ronlry & due and
paysble, aach party emitied to receive 3 share of production of oll snd gan from the Cootract Ares shall bear 804 shall pey or deliver, o
s © be pald or detivored, 10 the rxwem of i3 Interest in sech prodocrion, she royalry amount stipulated herginabove and shull hold the
other parties free from aey Sability sherekor. No parvy shall ever be responmibie, however, on & price basls higher than the price recxived
7 such party, © any sthor party's lesor ar royaky owncs, aad i any soch sther party’s lossor of royalty owner should dernand and
suceive sorclamant o6 8 highar price Sesls, the purry mmribaning the alfecwd Ivaae shall bear the addisional roystry burden sxributsbly w
such highe price

Nohing contsined In this Arvicic TI1.8. shall be deemad = asiznment or crom-assignment of interests covered berehy.

C. Escem Royshie, Overriding Royufties and Orher Payments:

Unles changed by ocher provisions, H she bnerest of sny party fo sny Jomc covered horchy & sudjea © sny ruyally
overriding royaliy, praduction prymen: o other burden oo production in excess of the smount stipulated in Amvicle WL B, such panty s
Burdensd shall smunne sad alone bowr all such excees obligetions and shall indarmily and hold the other parties herrio harmless from o
ond ol caims and demands for pryment amened by owncrs of such excess borden.

D. Subiquendy Cread Intovestx:

¥ any porty should beresfrer crwmwr an overriding royalry, production peyment or other burden pevable out of productic
ssributable to ks warking interest hereumdar, or il such & burden exixed prior to this agrecment and is nox set forth in Exhibir “A* ¢
wa not discicsed In writing o al other partics priur 10 the execution of this agreemaont by all purdies, or ki nox & jointly scknowledped &r
ey ted 48032008 o8 P poarine (amp minh bvrrwrwr bwitig lumaieafien el oal 1a 18 “mbhemirmily croared e imesotctive of £
sming of in cmtion and the parry oot of whose working ieres the subsequenty erested inrerex s derived being hereinafier referr
20 & “dardencd party"’). and:

1. ¥ the burdened purty s required ynder this agreement t sssign or relioquish w sny other party. or parties, all or & porsi
ol in working interes: sndlor the production srriduuble thereem, sid other party. or pertion, shall receive mid amignment and
productian free gnd cloar of sid subsequently crasted mrerest snd the bunbaml party shall indermify and seve mid other par
#r partics, berues from any end ol deirre and demends for peyment mecrmd by owoens of the subsequently eresicd wicre
and,

2. ¥ the burdened parry ik 10 puy, when due. i share of expenses charpaahie bareunder, o) provisions of Articlke VI B. shal
enforcable agrinst the mhaaquently crexted interest bn the stme manncr as they are enforcosble againgt the working iateres:
the burdened party.

ARTICLE TV, ,
TITLES -

A. Tide Examioarion:

Ticlo oummimstion chall bs mede mn vhe ArTivirr 1 omy pmprwdl wvl priar 10 corarmencemen; of drilling operarians o
the Drilling Parties 50 requost, blke examunetion snay be made 06 the lowos sudis ull mal po iuw mds indude), w pdatstd X2 ine
od, I the drlling unk sroumd much well. The opinion will laclude the ownoratsp of the working inscrest, mineral, royaky, Sberrs
soylty snd pradncrion pryments under the spplicable leases. At the time 9 wedl is proposed, esch party conmriduting lesses andjor &
@ interess o the driishe, or 1 be include io such drilling sai, shall furnish s Operwtor all absracy (incuding Seders! Joese =
seporss), thile opinions, &mdmmmﬂhhmb«dmmmhlmmunmwm~
mede evallable 10 Operawr by the partia, but secessary for the exemninstion of the title, shall be obainad by Operator. :
o Ude w b sascdon] Uy elivecngs b 25 JUH 37 by sweide assomow. chdd&bmﬁaﬂhhmr{ﬁm
Sereto. The cost incurred by Operscor in this title progrn shall be boroe s follows: ._3 .

15 o
D Ne. 1 mewwhmmgmdukmhmmggm
shotn g mummu&mum.mmmdmmnmw-wm
and shall pot be & dicect charge, whether porfarmed by Operaror’s sxff storneys or by outside sttormeys. . rvrooviieo

i
chrand igs aialflitia
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ARTICLE 1V -
econtinued

D Option No. 2: Costs incurred by Opcrator o procuring absract and fees pui¢ outide stturneys for tie examinsncn
(indoding preliminary, supplemental, shut-n gus royaity opinions sna givision ordey dile vpbiduas) il e buasa Uy U D.Jag Dasvion
in the proportion that the intersst of each Drilling Party bears 1o the total interest of ail Unitung Fares &s such Mtao, ngaw i L
bt A", Operator shall mude 10 U g ha aci vivas scadired by ke wull stiomeysy or othes peryrmmel in the pevfrmmunce nf the above

funriions.

Each party shall be responsible for securing curstive manter and pooling smendments or sgreements roquired in conncrtion
wrhth lewsts ur o and gas interests contributed by such party. Operator shall be responsible for the preparwtion and recording of pooling
designacions ur declarations as well a3 the conduct of hearings before governmental agencies for the securing of spacing or pooling orden.
This ghall not prevent any party from appesring on ity own behalf st sy such hesring.

Plo well chall by drilled nn the Pantrart Arrs tentil after (1) the title ta the drillslie or drilling unit has ban examined as above
provided, and (2) the dile has been approved by the cxamining attorney or title has been sccepred by all of the parties who arg to pas-
ticipazs in the drilting uf the well,

B. Lo of Title:

1. ralure of T, Shuuld auy ol el gos suliscol = Wabd, 2 larerews shusd, bu bad et Filie of Gl whizh lam pesivin 0
reduction of interest from that shown on Exhibit ‘A", the party contributing the affected kase o interest shall have ninery (90) days
from 6nal determination of ritle fallun: to myjuire a new Jexse or other insrument curing the etirety of the title filure, which acyuisi-
tion will not be subject to Artcle VITILB., mud failing to do o, this agreement, nevertheless, shall continue in foree as o sll remaining ail
and gay lenses snd intcresss: and,

(») The party whose all and ges lemae or interest is ficcred by the this fallure shall bear aloae the eatire loss and it shall nat be
entided to recover from Operstor or the other parties any development or opersting costs which it may have theretofore paid or incurnd,
but therc shall be no addidona) lisbilry on it part 10 the other parties hereto by remson of such e Ailure:

{b) There shall be no revroactive adhsstrnent of expenses incurred or revenucs roadved from the operation of the intrest which has
Deen fost, but the interests of the perties shall be revised on an acresge basis, &3 of the rime it is determined finully that title failure has oc-
cufred, 30 that the interest of the party whose ke ur interest is affected by the titke failure will theresfier b reduced in the Contract
Ares by the amount of the interest Jost: '

{c) ¥ the proportionate Intercst of the other pernics Lereto in any producing wel thormiore drilled on the Convact Arca is
increased by rexson of the ttle failure, the party whox: titke has failed shall receive the proceeds antributable to the increase in such in-
terest (less costs snd burdens strributable thereto) unol it hux been reimbursed for mmrecovercd coses paid by it in connection with such
well,

{d) Should my person not & party to this agreement, who b determined w be the owner of any interest In the title which has
failedd, pay in any manner any part of the cest of operation, develupment. oc equipment, such amaount shall be pud to the party or parties
whn bore the costs which are 30 refunded;

{s) Any liabiliry to sccount o a third parry for prior production of oil and gas which arises by reason of title Liuse shall be
borne by the party or partics whose title failed in the same proportions in which they shared in such prior praduction; and.

{f) Mu churne choll bo made to the joint srrmmnt tnr begal Fypenews s nr walaries, In ronnection With the defonse of the intercst
claimed by any party hereto, it being the intention of the parues heseto that cach shall defend titic r its interest and bear all expenses in
connection therewith.

2. Loss by Non-Payment or Erroneous Payment of Amoun: Due: I, through mistake or oversight. any rental, shut-in well
psyment, minimum royalty or royalty payment, is not paid or is erronenunly puid, and as a reyvlt » lease of interest theroin terminates,
there shall be no monetary liability sgainst the party who failed 10 make such payment. Unless the party wha failed 1o make the required

ravment sUTeY A AW e ravering she same dnierest within ninety (90} days from the discovery of the failure to make proper psyment.
which suquisitivas widl ast be subjeee 18 Ardelc VIILE., tho inturaree of the partier shall v ravicad An an serenpre Masis sffective as of the

date of termination of the lease involvad, end the party who failed to make proper payment will no longer be credited with an inzerest in
the Contract Ares on account of ownership of the lesse of Interest which has terminated. In the event the party who failed 10 make the
required pryment shall not have been fully reimbursed, at the titme of the los, from the proceeds of the mie of oil and gas stributable to
the lost interest, ealculared on an screqge bosis, for the development and operating costs thererofore paid on account of such interest, it
shall be reimbursed for imrecovered acrual coss theretofore paid by it (but aok for its share of the cost of any dry hole previously drilld
or wells previously shendoned’ from so much of the following as is necessary to effect reimbursement:

(») Proceaxds of off and g, ket operating exponacy, theretoflore accrued w the credit of the lovt interest. on an arreage basis.
tp © the xmount of unrecovered costs;

(b) Procueds, less operating expenses, theresfrer sccrued artributable to the Jost interest on an acrcage basis, ebthst portion of
ofl and s tharexdter produced and marketed (excluding production from any wells tharcahier drilled) which, in the absence of mich
termingrion, would be aterfbutsble to the lost Interest on sn acreage basis, np to the smount of unrecovercd costs, the proceeds of xaid

pordon of the ol snd g3 o be contributed by the other partics in propardon to their respective interests; and. F3
(<) Any monies, up (o the amount of unrecovered costs, that may be paid by any party who is, or becomes, themcrohhemtmv

lost, for the privilege of perticipsting in the Contract Ares or becoming & party to this agreement. \'

e

[ £

3. Qther Lomes: All josses incurred, other than thase st forth in Arricks IV.B.1. and TV.B.2. abow, thall be okt ionses
ndshanbcbomebympnmampupwuonmmmmm Thmshxﬂbcmmd;ummtof!nmmumzhcmndnm;ﬁormol
the Contract Ares.
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ARTICLE V,
OPERATOR

A. Designation and Respoatibilitien of Operator:

Pro New Mexica_  Ipc ghall be the
Operstor of the Contract Area, and shall conducr snd direct and have full control of all operstions on the Contract Ares ss permitted and
vequired by, and within the ¥mits of this agreement. It shall conduct all such operasions in s good and workmanlike manner, but it shall
MuM&anwhﬁumbmqudum except such & may result from gross
segligence or willhul misconduct,

B. I-i;mtbo.erlmo‘d of Operxtor and Selection of Successor:

1. Resignstion or Remova) of Operstor: Operator may faign at any vime by giviog wrinten potice thoreol 0 NonOperators.
¥ Oporawsr terminates its legal existence, 0 Jonger owns an intevest hereunder in the Cootract Araa, o¢ is 00 Jonger capable of serving o
Operuiur, Operator shall be deemed o have resigned without any acticn by Non -Oncrators, except the selection of ¢ successor. Operutur
toay be renuved K It fails or refuses to carry out ity duties hereunder, or becomes ingolvent, bankrupe or is placed in reccivership, by the
slfirmative vote o two (2) or more Non Operators owning s majority interest based on cwmership s shown en Exhibit “*A** remaining
sfter exchuling the voting interest of Operamor. Such resignation or removal shall not become effactive until 7:00 o'clock AM. on the
first day of tw: culendar month following the expirstion of ninety (90) days shier the giving of notice of resignation by Operxtor et sction
by the Non-Opuruicxs to remove Operator, unlcss & successor Oparstor has been selected and assurnes the dutles of Operator at an cerlier
date. Operstor, sher ellective date of resignation or removal, shall be bound by the torms hereot s3 s Non-Operator. A change of » cor-
ponsee aame or gructure of Operator or transfer of Operator s interest m eny single subsidiary, parent ar sucressor corporstion shall not
be the besis for removal of Operssor.

2 Selecrion of Sutcessor Operator: Upon the rignarion or removal of Operstor, » successor Operator shall be selected by
the parties. The sucamowm Operstor ahall be selected from the parties owning an interest in the Contract Arca mt the time such successor
Opcrator s selected. The successor Operatoe shall be selccted by the alfirmative vote of two (2) or more parties cwning & majority interest
besed on ownership sy shuwn on Exhibit *'A*"; provided, however, if an Operstor which has been removed fails m vote ar votes only to
suceeed juell, the suctvnar Operaior shall be selected by the alfirmative vote of two (2) of more parties owning & majority interest bascd
on ownership a3 shown on Exhibii A" remaining after cxcloding the vodng interest of the Operator that was removed.

C. Rmployees:

The number of employecs used by Operstor in conducting operstions bereunder, their selection, snd the hours of labor and the
compensation for services performed shall be determinad by Operator, end all such employccs shall be the employces of Operator.

D. Drilling Contracts:

AT wells drilled om the Contract Area shall be drilled on a compctitive contract basis at the usual rates prevailing in the area. If it 30
dasires, Operator may emplay it own tools and equipment in the drilling of wells, but i charges therefor shall not exceed the prevailing
rates in the ares and the rate of sirh charges shall be agreed vpon by the parties in writing before drilling operations arc commenced. and
such work shall be performed hy Operiter under the same termy and conditions as are customary snd usual in the ares in contracy of in-
depcndent contractors who sre doing wirk of a simitar narure,

ARTICLE V1.
DRILLING AND DEVELOPMENT
A. Inltial Well;
On or before the__3 1S taey or_December . 1992, Opcruror shatl commence the drilling of 8 well for

ol and gas 8t the following locsrion: v -

T25N, R1l1lWw

Section 5: SW/4
and ghall theresfter continue the drilling of the well with due ditigencx to ,’.

the base of the Fruitland formation at about 1,400
beneath the surface ’ f

wmlens prazite of other practically impenetrable substence or condition in the hoke, which rendens further drilling impractinal. is en-

countrred at 8 lesser depth, or unless all parties agree 1o complcte or abandon the well at a lexwer depth. (._.':\n‘

3% Y

":;/' -;\.‘,

wmmwmdmmmwnxmwmsmgwhkhxmmmu' J' ing

# in quantidies saffirient to ten, unbess this agreement shall be limited in fos spplicetion 1o a specific formation or\s g u@l’_iﬁy_;ﬁch
event Operator shall he required 10 test only the formation ar formations to which this agreement may ..t 2
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continued

i, in Operator's judgment, the well will not producr ol or gas in peying quantdes, snd it withes to plug snd abandon the
well o5 ¢ dry hole, the provisions of Article VI.E 1. shall thereafter spply.

B. Scbesquent Operstioas:

1. Proposed Operstions: Should my party bereto desire to drill any well on the Contract Ares other than the well provided
$or'in Asticle V1A, or to rework, deepen or plug back & dry hole drilled a1 the joint expense of all partes or s well jointly owned by al
‘the parties and not then producing in paying quanttics, the party desiring to drill, vework, decpen ar plug back such & well shall give the
other parties written notice of the proposed operation, specifying the work 10 be performed, the location, proposed depth, objective forma-
fico and the estmared cost of the operation. The parties recelving such » aotice shall have thirry (30) days sfver receipt of the notice
within which (o potify the party wishing to do the work whether they elect to participat: in the cost of the proposed operation. I » drill-
h;dkainﬁm.mﬁudnpmpmlmmwk.mbﬂw&mdep«mbe;hmbynkpbanmdmmponnpaiadduﬂbe
Simired 10 forryeight (48) hours, exclusive of Saturdsy, Sunday and legal halidays. Failure of & perty recelving such notice 1o reply within
&pehdabov:&dshsﬂmdmmmdmimbydmpnﬂynotapuﬂdmchmemdﬂumedopmﬁm.Anymdceu
vesponse given by ielephone shall be promptly confirroed in writing.

3 all partics elect to participute in such s propased operation, Operstor shall, within ninety (90) days after expiration of the notice
period of thirty (30) days (or ss prumptly as possible after the crpiration of the forty«ight (48) hour period when s drilling rig is on loca-
tiom, 88 the case may de), sctuslly commence the propased operstion and complete it with due diligence at the risk snd expense of all per-
tics hereto: provided, Bowever, :aid commencement date masy be extended wpon written notice of same by Operator w the other parties,
for a period of up to thirry (30) additional days if, In the sole opindon of Opcrator, such eddisiona] tme & reasonably necessary to obtain
permin from governmenta! suthorites, surface rights (inchuding rights-of-way) or appropriste drilling equipment, or to complere title ex-
aminstion or curative matter required for title approval or sccepaance. Norwithstanding the forve rasjeure provislons of Article X1, if the
scrual operstion has not been commenced within the time provided (mckuding any extension thereo! ws spedifically permirntad herein) and
 sny party hereto still desires to conduct sald opurution, writen potice proposing same must be resubmirtad to the other parties in accor-
dance with the provisions hereol a3 Uf 60 prior proposal had been made.

2. Operations by Less than All Parties: If any party receiving such nodee as provided in Article VIB.1. or VILD.1. (Opdon
No. 2) elects not to parnicipate in the proposed operation, then, in arder © be entitled to the benefits of this Artcle, the party or parties
giving the notice and much pther parties a3 shall dect 10 perticipate in the operation shall, within ninery {90) days sfter the expirason of
the notics period of thirty (30) days (or ss promprly a3 possible fter the expiration of the forty+ight (48) hour period when a drilling rig is
on jocation, as the case may he) scnuadly commence the proposed operstion snd complete it with due ditigence. Operator shall perform sl
wark for the sccount of the Conaenting Parties; provided, however, i no drilling rig or other equipment is on location, and if Operator is
4 Noo-Conscnting Party, the Conwmnting Partiss shall either: (1) request Operator w perform the work reyuired by such propessd opers-
tion for the sccount of the Consenting Purties, or (b) designate one (1) of the Consenting Parties & Operanr to perform such work. Con-
senting Partics, when conducring operations oa the Contract Ares pursuant te this Article VLB.2,, shall comply with sll tarms sad con-
ditions of this agreement.

K loo than all perties approve any propased operstion, the proposng purry, immedistely afer the expiration of the applicable
sotice period, shall advise the Consenting Parties of the total interes of the parties approving such operation aad its recommendarion as
2 whether the Consenting Parties should procesd with the operation a3 proposed. Each Consenting Party. within forty<ight (48) hours
xciutive of Serurday, Sundsy mnd legal holidays) sfrer reccipe of such sotice, shall advise the propoting party of its desire to (2) limit par-
ticipetion to such party’s merest as shown on Exhibit *A'* or (b) carry its proportionste part of Non-Consenting Parties’ interesss, and
filure to sdvise the proposing party shall be deemed an elaction uader (s). In the event # drilling rig is on Jocstion, the time permitted for
soch s response shall not excend 8 total of forty-eght (48) hours (nclusive of Saturdsy, Sunday and legal holidays). The proposing party,
= i clection, may withdrew such proposal f there ks lnsoficon participation and shs!) promply notify all parties of such decision.

-

The entire cost and sisk of condocting such operstions shall be borne by the Contenting Pantles in the proportices they have
*udlobmnmcmdchmdhwﬁgm.mPcdam&upthehgholdmmhvdqunmd\
wﬁm&udc&udﬂﬁmn&m&mdm&dm@hauﬁngmduopemimsdtbc&nundg?m.
N such an operstion fesults in » dry hols, the Conscnting Parties shall plug snd sbandon the well and restare the surfacs location at their
&mrﬁdm.ﬂmyuﬂm,m.d@mummhchmdercthmvhiamofd\jsAniduwl@(ba__npro-
ducer of ofl endlor gas in peying quantities, the Consenting Prrtics shall complete end equip the wel! to produce 8t their sole costafd risk,
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#0d the well sha!l then be tarned over to Opersiar ad shall be operuted by k st the expense 804 lor the sccouni of the Consenting Par-
shas. Ugon eoxmencement of operszions for the drilling, reworking, decpening or phugsing back of stry such will by Consenting Paries
bmﬂmmdam&.mmmmmum-mmwﬁnmm
ond the Consemring Parvies shall own wod be entited to rrerive, dn proportion 1 thelr respective dnteress, ol of such NooConsenting
Paryy's feserest i the wall and share of producson therefrom wnsil the procscds of the mle of such share, cakculered &1 the well, or
nriauhe_ﬁndlmhMhmﬁ.wﬁmmmmm.mﬂq.mﬁ&z‘mﬂqﬂm‘n~
waresss oot excopead by Artide TILD. prysble ot of or mcamured by the praduction from such well sccruing with respect 1 much ineereu

o) e revern) shall squal the soual of she following: _

ﬁ)lwldﬂndﬂm&nmﬁughny'atmdkudnyufdy-qukdnrbaquﬁnﬂanudd\cnnbnd
wm‘wmemmwhmmmmemdmulei of each such
Nul{'—nﬁuhn"lmdhmdq«uﬁmdhuﬂMﬁmﬁuwdudmndmﬁnuhgummmhNan-
m.mammm««nn&mmmdeﬁm.hm;wdmrm Nam-
MM’stwdenﬂhm:hmwmﬂmmwwnmm&umﬁng
Party had i participaid de the weD frum 1be beginning of she operszions: and

m_ZOLudnmmdmmumdam.m.m;.mmwn;dmm.
afir dadncting wny cath contribotions received under Article VIILC., and 20(0__K of that pertion of the cot of pewly acquired equip-
mummmdmummxmwmmumnmNam;?munm

participstad therein.

A1 dlection 8cx 1 participete in the drilting or the deepening of s well ghall be dumed an election Bt w poticipste in woy re-
working or plugging dack opersticn proposed in sch s well, or portion thoreol, t0 which the inizial Non-Consent shection spplied that is
eanducied at any time prior 10 full recovery by the Conwnting Parties of the Non-Consenting Party's recoupment acoount. Any such
feworking or plugging back operation conducred during the rrroupment period shall be deemed part of the cost of operation of mid well
and there shall b added 1o the sums 10 be recouped by the Consenting Parties one hundred percent (100%) of thar portion of the cosn of
the reworking or plugsing beck operation which would have been chargeahle 1 suzh Noo Consenting Party had ks pardcipated therein. I
such 3 reworking or plugging back epuration I proposed during such recounement period, the provisions of this Ardcic VI.8. shall be 2p-
picable a8 between mid Consenting Partin in snid well,

During the period of thoe Consenting Parties sre enritld 1o rwosive NonConsenting Party’s ahure of production, or the
proceeds thercirom, Consenting Partics shall be responsible for the prymem of all production, scverance, excise, prhering and ocher
mxes. and all royaky, overriding royalty snd other burdens applicable to Non Lanaenting Party 's share of production not excepred by Ar-
ticke 1D,

In the aase of sny reworking, plugging back o deeper drilling oparation. the Consenting Parties ahall be permited n ux:, fre-
of coxz, all casing. tubing and other equipment fn the well bu? the emerxhip of &l such equipment shall remain anchanged, snd wpo-
ebendonment of s well gher suck reworking, plugging beck or deeper drilling, e Consenting Parvien ahall accoumt bor 8l such equip
@ent © the swners thereol, with esch party recaiving i proportionste part in kind or Jn value. bess com of mivage.

Whhin sixry (80) deys afiar the completion of sy sperxticn wader this Arrick, the party conducting the operasions for o
Coosenting Partias shall furnhh ewch Noo Cotsenting Party with an faventory of the equipment in snd connected to the well, and s
faerized scxeement of the comt of drilling, deepening. plugging back, sesting completing. snd equipping the well for production; or, &1 |
option, the cpersting parvy, In deu of an lemized saternent of such cosns of operation, mey submit s detalled sarement of moothly b
fags. Bach moath thervsher, doring the tme the Consenting Partics are being reimbursed s provided above, the perty conducting o
eperations for the Conpenting Pwrties shall furaish the Non Consenting Partles with an femized stwremam of a) cosss and Lisbilines &
ourred ie the operwtion of the well, sogether with 3 sunement of the quantiry of oll and gas produced from  and the smount of procee
soaliaed from the ssle of the well's working inerent production during the pracading month. In determining the quantity of §l and g
prodoced doring sy manth, Consenting Parvies shall wr ndustry sccepeed methods such ma, bt 80t limited o, merering e period
well w513, Any smoxtt sealized from the sale or orher dinpouicin of squipment pewly scquined in eonnection with eny soch Spereti:
which would have been owned by 8 Noa-Consenting Purty hed it participuen] therein thall be cvedited againn the tota! unrergroed o
of the work done nd of the aquipment purchaed in deermining when the interest of such NonConscnting Parry shall revert o b
sbove provided: and U there b ¢ credit balance, k shall be puid & such Noa-Consenting Parry. 1%
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ARTICLE VI
continued

¥ and when the Conscnting Pardes recover from s Nea Consenting Party s redinquished interest the smoonts provided for above,
the relinquished interests of such NonConsenting Party shall automariaally revert to it, and, from and after such roversion. such Noa-
Conwnting Party shall own the same interest & such well, the material and equipment in or pertaining therero, and the production
therefrom as such Non Consenting Party would have been entitled o had t participated in tha drilling. reworking, deepening or plugging
back of sid well. Thereafuzr, such Non Coasenring Party shall be charged with and shall pay it proportionate part of the further costs of
she opersrinn of sid well in accordance with the termx of this agreement and the Accounting Procedure atzached herem.

AAPL FORM 610 - !

Notwithstanding the provisions of this Article VLB.Z. it s agreed that without the mutua] consent of all parties, 0o wells shall
be completed in ar produced from s source of supply from which » well Jocated eisewhere on the Cootract Area is producing, unless such
well conforms to the then-existing well npacing patzam for such source of supply.

The provisions of this Articie shall have no spplication whagoever to the drilling of the initisl well described in Arvicle VLA,
except (s) as 10 Article VILD.], (Opticn No. 2), ¥ selreted, or (b) a5 o the feworking. deepening and plugging back of such initisl well
sher it hey hoen drilled 1o the depeh specificd in Article VAL H it shall thereafter prove to be & dry hole or, if mitially completed for pro-
ducrien, cexsch o produce in peying quantinies.

3. Sund-By Time When s well which has been drilled or deepensd hat reached its authorized depth and sll tesis have been
cormpleted, results thereof furished to the parnes, saxod-Oy cofts Incurved panding sowause v e phfly's Botise propocing o
foworking, docpening, plugying buck or completing operszion in such 8 wall shall be charged and barne 3 pan of the drilling or deepen-
ing operation just complend. Sumd-by cosns subsequent to all partes responding, or sxpiration of the rexponse time permined. whichever
first occurs, and prior  agrecrunit as to the participating interests of a0 Consenting Parties pursusnt ta the terms of the second gram-
masical paragraph of Article V1.B.2, stull be charged to and barne a3 parx af the propossd operation, hut il the proposs! is subsequenty
withdrown becausc of insufficient purucipation, such stand by ets shall be sliocuted betwoen the Conserting Parties in the proportion
esch Comenting Party's interest m shown on Exhidit *A’’ baany ta the total interest as shown on Exhihit A"’ of all Consenting Psr-

ties,

4, Sidetracking: Fxcept a3 hereinufter provided, those provisions of this agreement spplicable to a "deebening" operation shall
abo be spplicuble to 2ny proposal o directions!ly contrul und intentionally deviate a well from vertical so as to change the bortam hole
location (herein called “‘sidetracking’”), unless donc o straighten the hole or to drill around junk In the hole or becsuse of other
mechanica] difficuliies. Any party havicg dhe right to purticipute in a proposed sidetracking nperation that does not own an interest in the
affected well bore xt the time of the notice shall, upon elucting to paricipate, tender to the well bore owners Its proportonate share (equal
to ity interest in the sidetracking opcration) of the value of that portion of the existing well horr ro be wtilized as follows:

{e) If the propewal is for siderrsching an existing dry hels, reimbursement shall be an the busis of the actual costs incurred in
the initial drilling af the well down to the depth at which the siderracking operation is itisled.

() I the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the besis of the well's
mivable materials 20d equipment down tn the depth &t which the sidcoacking opersrion is indtisted, determined in sccordance with the
provisions of Exhibit *‘C"’, Jeas the estimsted cont of salvaging and the estimated cost of plugging and abandoning.

In the event that notice for 8 aldetracking operation is given while the drilling rig to be utlized is on Jocation, the response period
shall be limited 10 farry-eight (48) bours, exchusive af Ssturday, Sanday snd legal holidays; provided, however, sny party msy request and
seceive up to eight (B) sddidons! days afrer expiration of the farty-eight (48) hours within which to respond by paying fur all stand-by tme
incurred during soch exmended response poriod. If more than ane perty elects to take such additional time to respond to the notice, sand-
Memm&lnmudmmmemﬁuﬁmgnwﬁmﬂnmrmrqandm;dqﬁdxybaﬂslnth:ympordmachd:mnspur
ty's interest & shown on Exhidit **A'" bears to the tol iterest a3 shown on Exhibit *'A** of all the electing partles. lnﬂgodu:rm
susnces the respomic perind to 1 proposal for sldetracking shall be Bmited 1o thirty (30) days. N

B

C. TAKING PRODUCTION IN KIND: :t_
E-chpmylhallnk:mhnduw,&wdhwmmmdmodmdmmdm&ewAm
adunv:dpmdmvhxbmybeuxdmdndm:mdpwdm;mmmdbprmngmdmdngeﬂmdwtor
markering purposes and production unavoidshly las. Anymcpadnminmnvdmtheukhuhkmdormed@&mbymy
party of itx gropartionate share of the production shall be bome by soch panty. Anyprryukmghdnmofpmd&uﬂnusbaﬂbe
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. " ARTICLEVI
eontinued
m&ﬂmnboﬂthmudw;wtdw%m«b&ﬁawﬁdknus.

Each party shall execute such division orders and contracts as mury be pacessary for the sale of its interest in production from
the Contract Ares, mnd, except a3 provided in Arricle VILB,, shall be entitled to receive payment directly {rom the purchaser thereof for

i share of all production,

Jn the event any party shall Aall 1o make the srrengements necesary to take in ¥ind or separately dixpusc of its proportionate shasc of
the oll produecd fram the Contract Ares, Operator shall hevr the right, subject to the revocation st will hy the purty owning it, but not
the cbligation, to purchase such ol or sel! kt 1o others st sny time and from time 1o time, for the account of the nun-taking party at the
best price obminable in the sres for such production. Any sirh purchase or sale by Operator shall be subject always to the right of the
owner of the producting t0 exerciss &t any Bme in right to ke in kind, or separsily dispose of, in share of ol ull not previously
delivercd to 2 purchascr. Any purchsse o sale by Operstor of any other puriy’s share of oll shall be only for such: ressomalle periods of
time a8 are consistent with the minimum nends of the indusory under the parriculsr circumstances, but in no evant for 8 period in excess

ol ooe (1) yesr.

In the event ong or mare parties’ separute disposition of its share of the gas causes splft stream deliveries to mperate pipelina wnd/or
deliverics which on 2 day+o-day basis for any resson are nor euactly equal 1o 8 party s respective proportionste share of wid gas sales to
be allocated to it, the balancing or accounting between the rexpective account of the parties shall be in accordance with sny g balancing
agreement borween the parties hereto, whether such an agreement b attached as Exhibit “B'', or {5 s scparate agreemnt.

D. Acen to Coutract Arex and Informstion:

Each party shall have access to the Cantract Arce ot all reasonable tma, at lts sole cost snd risk 10 inapect ar observe operagons,
#nd shall Rave acvess 2t ranoasble times w formation permining to the development o operation thereo!. including Operator's books

"and records telatng therutu. Operator, upon request, shall furnish cach of the other parties with copica of all forms ar repors filed with

governmentxl sgencies, dally drilling reports, well logs, tank tables, daily geuge and run tickets and reports of stock on hand st the first of
each month, and shall make svaileble samples of any cores ar cuttingy mken from any wel) drilled on the Conzract Ares. The cute of
gathering and furnishing informstion w Noa-Operstor, other than that specibed above, shall be charged to the Nen-Operator that re-
quesss the information. )

E. Abundocment of Wells:

1. Absndonment of Dry Holet: Pxewpt for sny well drilled or decpened pursusnt to Ardcle V1.B.2,, any well which hax been
drilled or deepencd under the terms of this agreement and is proposed to be completed a3 & dry hale shall not e plugged end shandoned
without the consent of sll parties. Should Operator, sfrer diligent effort, be unable © coneact any party, or should any perry fail to reply
within forty-eight (48) hours {exclusive of Serurday, Sundsy and kegal holidays) afier receipt of notice of the proposal o plug xnd abandon
snch well, such party shall be deemed to hurve consented 1o the proposed abandonment. Al such wells shall be plugged and sbandoned in
sccondsnce with epplicable regulations and at the cast, risk sand expense of the parties who participsred in the cost of drilling or deepening
such well. Any purty who objects to plugiing and abendoning such well shall have the right o take over the well and conduct further
operations in search of oil andior gas subject to the provisions of Anicle V1B, .

2. Abmdoament of Wells that have Produced: Except for emy well in which s Non-Consent operation hes been conducted
bereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any wel) which has been complered v a
producer shall not be plugred mnd sbandoned without the consent of all pertim. 1 all parties consent to such abandonment, the well shall
be pluaged and abandoned in accordance with applicable regulations and st the cont, risk and expense of all the parties hereto. If, within
thirry (30) days after reecipt of notice of the proposed abandonment of any we'l, all partist do a0t agree to the abandonmens of such well,
those wizshing 10 continuc i operatian from the interval(s) of the formsnan(s) then npen m production. shall tender 10 each of the other
parties its proportionste shere of the value of the well ‘s salvable material snd equipment, determined In accordance with the provisions of
Exhiblt *'C"", lexs the estimared coxt of sulvaging and the estimated cost of plugging and shandoning. Each abendoning party shall assign
the nonabandoning parties, without warranty, express or implied, a5 1o tithe or a5 to quantiry, nr fimess for wse of the equipment and
material, all of its interest in the well and roiated squipment, together with in interest in the leasehold rarate w8 1o, but only a8 to, the in-
wrval or intervals of the formation or formamions then open to production. If the interext of the abandoning party is or includes sn ol and
A3 interext, such party shall execote and deliver to the non-ebandoning perty or parties an oll and gas lease, limited to the Interva) or in-
torvaks of the formation or formutions then open to production, for a wrm of one (1) year and 30 Jong thereaficr as oil and/or gas is pro-
doced from the interval or intervals of the formation or formations covered thereby, such lease 10 be on the farm attached as Exhidit

-
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ARTICLE VI
continued

8" Tne srsignments or leases 30 limited shall encompass the **driling unii** npon which the well i hxaisd. The prymonn by, end the
setignments or Joascs to, the amxignees shall be in 4 rato based upon the relstionship of their respective perventage of partcipssion in the
Contract Area 1o the aggregate of the perceatsges of participasion in the Contract Arca of all assignees. There shall be 80 readjustment of
interesty in the remaining pordon of the Conact Ares,

Therestrr, """fh'"ﬂt toriien Al have 8¢ furthyr rosponsibllicy, Kabllity, or interest in the nperation of or production from
the well in tho interval of inwrvals then opvn nther than the ruyaltia remined ia any loxsc made under the terms of this Article. Upon ne
QuOt, Upersmet xnall co0tnue 1o vpaair U meigued well L. the saesum of tho non shandoning partiry wt the rary md rharess con-
semplatd by this agraement, phus eny sdditions! cost and chargen which may aris¢ as che resuht of the separste ownerzhip of the essigned
well. Upon proposcd sbandonment of the producing interval(s) mmigned or lessed, the asmignor or lessor shall then have the opticn o
repurchase is prioc intereas in the well (usin g the same valuadon formale) end perticipatc in hurther opcrazions therein subject 1o the pro-

3. Abandenment ol Non-Consent Uperstions: The provisions of Anticle VIE.). ur VLE.2. shove shall be appbicabie a5 bervmn
Consenting Parties ir. the cvent of the propened sbandonment of any well cacepted from said Asticks, provided, however, no well shall b
permanently plugged and sbandoned unless and until abl parrics having the right o conduct further uperations therein have heen noulied
of the proposed sbandonment snd afforded the opporunity to eloct w take over the well in accordsnce with the provisans of this Article
VIE .

ARTICLE VII.
EXPENDITURES AND LIABILITY OF PARTIES

A. Liadiliry of Partim:

The lNability of the perties alull be tevers], pot joinr of colleetive. Each party shall be responsivie only for fts ohligadons, and
sball be liable only e its proportionat share of the costs of developing mnd opcruting the Contact Arer. Accordingly, the liens graned
amang the parties in Article VILB. are given to secure only the debns of each scverally. It &s not the mumtion of the partios to create, nor
shall this agreement be construed a3 creasing, n mining or other parmership or ssocisnon, of (0 render the partes lisble & parmers.

B. Lieas and Payment Defaunits:

Esch Non-Opcrator grants to Operazor # lies upon ts all and gas righa in the Contract Arce, and s security inmverent in is share
of ail and/or g2 when cxtracted and {3y interest in el equipment, to sexure pryment of ity share of expensc, togrther with interst thereon
wr thr raee provided in Exhibit *'C', To the extent that Opersior hay a security intercsr under the Uniform Commercia) Code of the
state. Operator shal! be entitled to exerciss the rights and remedies of ¢ securnd] party under the Code. The bringing &f o suit and the ob
taining of dgmen: by Operttor for the secured indehtednets shall pot be decmed xn ddection of remedies or otherwine ablect the lien
rights or security interest as security for the payment theren!f. In addidon, upon diduult by my Non-Operatme t8 the pryment of its share
of expense, Operaroe shall have the right, without prejudice to other rights oe remedies, to calleut from the purchaser the proceeds from
the mlc of such Non'Operator’s share of oil andfor gas until the smount owed by such Non Oprrutor. plus Interest, has been paid. Eazh
purchaser shall be entitled to rely upan Operator's written statement concerning the amount of any defuult. Operstor grants & like lien
and security iterest o the Non-Operawors to secure payment of Operator s proportionate share of expense.

I any party fails or is pruble m pay its share of exporuc within sixty (60) drys after rendition of & statement thercfor by
Operawr, the nondehulting pardes, inclading Operator, shall, upon request by Operator, pey the unpaid amount in the proportion that
the mmrust of each such party bears 1o the interesr of all such parties. Bach party 30 paving It share ef the unpid amount shall, 10 obuain
reimbursement thereof, be subrogated to the accurity rights described i the foregoing parsgraph

C. Parment: and Accounting:

Eaxcept 18 herein otherwise specifically provided, Operator shall promprly pay xnd discharge expenses incurred in the development
and operstipn of the Contract Ares pursuant to this agreemnt end shall chargr cach of the purties hereto with their respective propor-
tonstc sharcs upon the expense basia provided in Exhibit **C'". Operator shall keep an scourate record of the joint sccount hercunder,
showing cxpenss mcurred and charpe mnd credin made snd received.

Operstor, &2 it Section, shall have the right from time 1o time to demand snd receive trom the other parties paygent in advance
of their respective shares of the estimated amount of the expense to be incurred in operations herrunder during the next succeeding
month, which right may be exercised only by submimdon 1o each such party of an itemized sratement of xuch estimated expense, together
with an invoice {or its shere thereof. Exch such gatement and mvoice for the payment in advance of estimared cxpese shall be submirted
on or before the 20ch day of the next procoding menth, Esch party shall pay to Operstor iy proporticnate share of such estimde within
£lteen (15) days sher such esimate and invoice is received. If any perty fils 10 pay its share of aaid esimate within said rime, the amount
due shal berr interest as provided in Exhihir **C"* nnni paid. Proper sdjuscment shall be made mm:h)ybnwemndwnmmd—aauﬂu
pensc to the end that esch party shall bear and pay its proportionate share of actual expenses incurred, and po more. %

L;#-
D. Limitation of Expenditures: i:‘;
T
1. Drill or E Without the consent of all parties, no well shall be drilled or despuned. except any well N&Tmfdrrpenrd
porsuent to the proviions of Article VIB 2 of this agreement. Consent o the driliing or depening shall mdud’t AT N




EX Opeica No. 2 AN mecsstry sxpendirares for the drilling or deepening sn! desting of the well. When such well bas reached I
sthorked 204 all seens harve beets completed. and the remtn thereof furnished 1o the partics, Operstor shall give immediate nodce
® the Non-Opermors who heve the right to parsicipeie in the completion posts. The parties receiving auch sotice shall have forty eight
mhm(addnd&u&y.m,awmm)hmumnwdq-uhdamiqdduwhmkumn-
ermpt. Such alaction, when made, shall include consent 1 all nacessary expenditures for the completing and equipping of such well, in-
tieding nacessary makage andr mrriacr fecilities. Failure of any party receiving such norice W reply within the period shove fixed shall
- qnestias an elaction by that pesty nox e participste in the cout of the compltion swempt. ¥ aor or more, but e than Tt of the: parties,
‘wlact 30 oet pipc snd 10 gTempt & complecion, dhe provisions of Artice V1B.2 herwl (the phrase *‘rewarhing. decpening or plugging
Buck** g5 contained jo Articic V1.8.2 shall he drvimad 10 include *‘completing*®) shal! spply to the opcrasians theresfier conducted by lem.
e ol parties, : : A

2.McmLm:Wm&Mtdmpﬁn.mnndnnhmmduﬁnndhdm--d!mﬂdu
phagred back pursuant 0 the provisions of Article VLB.2. of thix agraonent. Consent to the feworking or plupring hack uf a well shali
daciude all pecemry expendinures in cxoducting such eperations snd romplcting and squipping of sid well, including neceszary isnkage

3. Other Operstions: Without the conment of all parties, Operator shell mor amderrake any single project ronsonably esumated
£ require a0 expenditure o excems ol_Seven Thansand Fiva Hundrad--Dolen8.2.200.00 )
g In conneczion with 3 well, the drilling. rewerking, deepening, comple-dag. recompleting. or phugging beck of which has ke
evily suthorized by or pormant 1 this agreement; provided, however, that, dn case nf explsion, fire, flood or other sudden
@mergaxy, whether of the seme or ditirens asture, Operstor mey take such seeps snd incur soch rxprees 6 in its opinion are required
® dou! with the emergency o safeguard Efe and property dut Operstor, s prompcly ss possible. shsT! reprrt the emergency o the other
ﬂlwm-mtthmuhw%y.wmthWmum
-mwwsqmmmumw
Dallars (3_2,000. 00 3 bart dess than the emoant first set forth above in this peragraph.

LRNY Y P TPU.

L Reanls, Skotin Wall Paymeon and Minimum Roypahics:

Rennals, shutdn well prymass w minimum royalties which mey be reyuired under the srms of any lesse ahall be paid by the
party or partics who subjected such Jmme 10 this agreement at i of their cxprnac. In the event Two or more parties own and have con
tributed Intereses In the seme kmsc to this agreement, sch parties mey designae anc of such parties to muke 1ald peymena for and oc
Sehalf of all such parties. Any party vy rxpuest, and shall be entitled o receive, proper evidence of all such paymenu. In the event o
faiure 10 make proper peyment of sny reon), dhui-n well psyment or minimum royahry thmugh mistake or oversight where such pay
axat i required o continue the lesse in force, sny ks which resuls from sach soa-peyment ahall be borne in accordence itk the pre
wisions of Articde IVB.2.

Operator shall nexify Noa-Operstor of the snticipared complerion of & shut-in gas well. or the shurdiag in or reruen 1o productior
of 8 producirg gas well, 2t keant fve (3) days (cxcluding Semurday, Sundsy and loga! Lulidays), of st the earlien opportunity permited by
clromnmee,, prioe 1o taking soch action, but msumes no Eability for failure to o s In the event of failure by Operstor tn an notil;
Non Operator, the koss of any koax: congibuted lan et by Noa-Operater for failure s sake imcly peymeont. of ey ehyt-in well peyms:
shall he hernr fointly by the partics horeto under the provisioas of Aricle TV.8.3.

F. Taxes:

Beginning with the firwr ralendar yunr sfier the effective dete herec!, Operstor shall render for ad valorem tsxarimn &l propert:
subject to this agrooment which by lsw shruld be renderad kor such tsxcs, end it shall pay all guch szos mmexsed thereon before the:
became detinqoent. Prior 1 the rendition darr, each Non-Operstor shall furnizh Operator information s o burdens (1o include. but no
e Nmitad 10, royktiss, overviding royakies snd prrrlinrrion peyments) oo Jemes mnd ol a8 gas ntevesn compibuted by such Nor
Operssor. i the amesed valustion of asy lessehold exstv i ruduced by resson of its being subject to ootrnding cxaes royalties, ove:
siding roysities or production peymcnts, the reduction in ad velorem muss rasuking thercfrom shall inure to the benchit of the owner ¢
ownen of mach Jeasehold estate, and Operator shal) adhite the chargs w such owner of cwners 50 m 10 reflect the benchs of such reduc
oo, ¥ dhe od velorem taxes sre besed in whole or in part spon separate valuasions of esch party s warking interest, then norwithsiandin
emything w the conrury berein, chargs w the foint account shall be madc end paid by the partics herero in accordence with the i
wahse puoerased by sach party s working ioserast. Operator sholl hill rhe arher partias for their proportionste shares olall tax peymer ©
the menner provided jo Bxhibiz *°C**, '

-
lq:wmﬁdmmmmtw.w-q.ubm.mmu&r:mé?wm
grexcrided by lw, and prosecute the prowz: t0 & final demrminstion, saless o1l perties agrrr 10 abandon the protet prior to &pal dete
inazicn. During the pendency of administretive or judicial proceedings, Operaior msy elect to oy, under provest. all sch twed’end ar
Inseren 2ad penalry, When any such protested ssssssment shall have been finally dewermined, Operstor shall pay the tax for the oint s
oust, wgether with any interest end penalry accrued. end the ! cant shall then be smacaed agains: the parties, end be puid by them.

grovided in Exhiit ", o

" o5 P
Bach perty shall pey or caac 1o be paid all production, severance, exche, gathering and other txes kmposed npon BN peipect
the production ar handling of such parey‘s abare of ofl endior gas produced under the serms of this agreement. |7 Tevi
\‘\" \‘.;_ ) ?"".’
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the sate where the operatons are being cooducted; provided, however, that Operstar may be a sclfinsurer for liability under said com-
pensation laws in which cvent the only charge that ghall be made 1o the jnint sccount thall be as provided in Exhibit **C*’. Operator shall
ahoc:rryorprwlde!rwmlouhe benchit of the joint account of the portic xs outlined in Exhibit **D*’, strached to snd made a pant
hereal. Operator shall reyuise ol cantricrors enpugel in work on or for the Contract Asea to comply with the warkmen's compenaaticn
haw of Ui slals wlai the sperations nec boing smducie and to meinmin wwh ather inxirance as Operator may require.

In the rvent sutomobile public Tability insurance b specificd in said Exhibit **D™', or subnequently receives the epproval of the
parses, no dirrrz charge shall be made by Operator for premiums paid for such insrance for Opcrator’s sutomotive equipment.

ARTICLE v1I.
ACQUISTTION, MAINTENANCE OR TRANSFER OF INTEREST

A. Sorrender of Lesses:

The leascs covered by this agreement, insalar as they embruce screage 0 the Loneract Arce, saall ot be pwnandaad el
or 0 part palens all partics consent therew,

FHowover, should any party Gesz'e 10 JITTEnocr 1 muawe b sy bowac w b any pavion dascad, wud B vl pcis 43 aae
agree or conseyy s eiv, Uw gty desiring to mrrender ahal) sssign, without cxprwz of implied warranty of title, all of ity intereu in
such leass, or portion thereof, and any well, msterial and equipment which may be locuted thereon snd sy rights in praduction
theresher serured, 10 the partics not consenting to such surrender. If the interest of the assigning party & or includes an oit and gas in-
seres, the axsigning purty shall executs mnd deliver to the perty or parties not consenting o such surrender an oil xnd gas lease covermg
such ofl and gas intereat for & term of onc (1) year and 80 long therenfter m oil and/or gas is producad from the land covared thereby. suich
Jene 0 be on the form antached hereto as Frhibit “R'" lipon mich swignment of Jease. the assipning party shall be relicved {rom all
obligations therealrer acrumg, bul K therctatore accrued. with respect o the tuteres wnsipinal v haaad wed thic vy aliiad o 24y well
sttributable thereto, snd the emigning party shall have no further intercst in the stsigned or leased premises and its equipment and pro-
duction other than the royaltiss retained in any lesse made under the terms of this Article. The party sssignee or letsee shall pay to the
party sssignat of lessor the rexemalile salvage value of the lateer’s interest in sny well and equipment areributable to the assigned or less-
ed scresge. The value of all materis! shall be determined in accordance with the provisions of Exhibit **C™", less the esdmated cost of
anlrapiing el il ddliritad s of pluggimy mad sbamidoning. If tho srrignment ar leaes it In faune nf mews: thun Ans pamy the imreres)
shail pe shared by such partes In the propartions ti dic intaat ul ah Laus o the total interest of all such portics.

Any ssignment, lexsc or surrender made under this provisicu shall ot reduce or change the assignor's, leswr s or surrendering
porty ‘c interec: A it was immertiveel; hefnre the mcignment bwwe or wirrender in the balance of the Conuact Arca; and the acreage
wsygned, seased of surrendercd, and subsequent operations thoron, slull uot dicieslla lx subt W the terms and previsions of this
agreemcnt.

B. Rsnewal or Exteasion of Leases;

If sny party sccures o renewsl of any ol and gas lease subject to this agreement. aft othur partim shall be notified prompuly. and
sl have vhe rghe Inr 5 pariod of thirry (30) day following receipt of wirk anvice in which 1 elert 10 panticipare in the pwnashic of te
snneal haa, hndor i iwecd, iotd sffesu Linds witkin sha Conwaot Aron. by paring 1n the parmy nehn smmuiiredd ie their several preoer foe
podee LMY oo, o 0 yhowidie s Casmnr Aann aihich rhall e in nramarrinn in thr
interesss held a: that time by the parricn in the Convact Arca.

¥ como. but Jex than all, of tha perrim Flert tn participats in the prrrhaes of 2 renrwal feas, it shall be owned by the parties

whn slert i marmicinetr therein in a rarin beved immm the relationship of their rewpective percentage of parricipation in the Conmract Ases
o the aggregate of the peroentuges of parviciparion in the Coatract Ares of all partics participating In the purchaw: of such renewsl kezwe

Any renewal lesse In which kom than all parties elect to participate shall nox be subxet  this agreement.

Each party who participstes in the purchase of 8 rencwal kexe shall be given an assignment of its proportionste interest thereir
by the acquiring party. -

Tire puvisswn of thll Artcle shall apply s remewad boans whitlus they we for the entire interon covered by the evpiring lee
e et only o anikai of s msw v s dulsatal Uiy Aary ddudmdl A2 UNEA R2tAPP SRZ EprrRUON Of (L0 PrOGOCOLIOT Jus, UT Lk v
contracted for within six {6) months after the expiration of the cxisting lexse shall be suhject t thiy provision: but any Jessc uktn or cor.
tracted for MOre AN KX (O] MONAK KITer e EXPIrANON O AR CTIFTNY KXNC K (dll TKK IR UYL 8 (CuCwes (casg asid slioll v b;,-,L]... o«

the provisions of dds sgranai, 5
L AN
The provisions in this Article shall also be applicable to extensions of ofl and gas lesses. f;'”

; iy

€ Aueegs « Caid Coutsibatlons: Ji; .
- -t '».' !

While this agrement 8 i force, i amy party contracts for 8 contribution of cash towards the drilling of 4° el or: nny othe
eperation on the Canoract Ares, much contribution shall de paid o the parry who conducted the drilling or othcro‘pmnm mdmut
spplied by {t agamst the cow of such dnilinig W Uil v alioi. 1 A2 CORTTIOTTION M m e form of mermayy. dn: put s& w D Ju i
Sl b wede ol juuaplly LAS AR ASUPAMEAY B ML asmau(0, SACNOUT BXIFANTY O DLL, 10 T LITWLY Facwayii?)sh “.‘..:
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wid Drilling Partiet shared the cost of drilling the well, &thndunhuumeuqurm&nnmuawd to the extent possible, be
goveroed by provisions identical tw this agreemcnt Bach party shall promptly notify all ocher parties of sy acresge or cash contributions
it may obtsin in support of any well or sy other operation on the Cantract Ares. The sbove provisions shall also be applicble 10 op-
tional rights to eurn acroage outside thi: Contract Ares which are in support of 8 wull drilled indde the Contract Area.

I any perty contracns for any conilderation relating &sp&d:{m of such perty's shure of substances produccd hereunder, much
consideration shall ma be deemcd a contribution as contemplated {n this Artide VILL.C.

D, Maintensace of Uniform Interwst:

Fur the purpose of maintsining unlformity of ownership in the oil snd gat lessehold interests covered by this agreement, no
party shall sell, encumber, transfer ar make other disposition of it interest In the laases embraced within the Contract Ares and in wells,
equipment sad productian unless such disposition covery either:

1. the entirv inwcrest of the purty in »l) konacs and equipment and production; of
2. an equal undivida! interest in all leases and equipment and production in the Contract Ares.

Bvery muxch smle. encumbrance, trandcr or other dlsposition made by any party shall be mude expressly subject 10 this agreement
s shall be made without projudice to the right of the other panics.

1. st any time the intcrest of any party Is divided smang and osmed by four or more co-ownen, Operator, at ius discretion, may
fecuire such co-owners to sppoint a singlc rustee or agent with full suthority 10 receive notices, approve cxpendinures, receive billings for
snd spprove snd pey such parry's share of the joint expenscy, xnd 10 deal grnenally with, and with power o bind, the co-owners of such
perty’s terest within the scope of the operstions embraced in this agreement; however, all such coowners shall have the right 10 enter
inw and execute 1]l contracts or apreements for the dispaaition of thdr nospective shara of the oil and gas produced from the Contract
Area and thry shill have the right to recaive, separstely, puyment of the sale proceeds thereol

E. Waiver of Rights to Partition:

I permired by the laws of the state or stares in which the property cuvered herehy is located. each party hereto owning an
undivided intterest i the Contract Arca waives any and sl rights it may have tn partition and have set aside 10 it in kveralty it undivided
interaat therein,

F. Prefcrential Right to Purchase:

Should any party desire to sell all or uny part of itx inurents under this agreement. of lts rights and interests in the Contact
Area, it ghall promptly jive weitten notice to the other partics, wirh full information roncurning {ts proposcd sale. which shall include the
name and sddress of the praspective purchaser (who must be ready, willing and able to purchase), the purchase price, and all other terma
of the offcr. The other parties xhall then have an opriona! prior right, for s period of ten (10) days after receip: of the notice. 1o purchas:
on the same tems und conditions the interest which the other party propows to xell; and. {f this opriona! right is exercised, the purchas-
g parties shall shure the purchased interest in the propartions that the interes of cuch bears 10 the mal interest of 8Vl purchusing par-
tics. However, there shall be no preferential right 1 purchaxe in those cases where any party wishes to maorigage its incercss, or
dispose of {ts intercses by merger. reorganization, consolidation, ar male of ] or subsandially &l of iLs assets to s aubnidiary or parent com-
fany or w a subsidiary of » perenit company, or tn any company in which any one panty owns & majority of the stexk.

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, xnd shall not be construed 1o create, o relatinnship of partnership or an association
for profit between or among the parties hereto. Nocwithstanding any proviion herein that the righrs and Labilities hereunder are severa!
and no joint or collective, or that this agreement and operations heteunder ahull not constitute a parmership. if. for federa) income tax
purposcs, this sgreement and the oporations hereunder sre ngurded wt 1 partenhip, esch pany herchy afferied elacts 10 he excluded
from the application of all of the provisions of Subchapter **K ™", Chapter 1, Subtitle **A*", of the Internal Revenue Code of 1954, as per-
mitted and suthorized by Section 761 af the Code and the regulations promulgated therrunder. Operator is sutharized! und directed to ¢x
eruie on behalf of owh purty hereby affected such evidence of this clurtion as may be requina Ly the Secretary of the Treasury of the
Uninx] States of the Federal Internal Revenue Service, including specifically, but not by way of limiration, all of the rerumns, statemencs
and the data required by Federa! Regulations 1.761. Should there be any requirement that esch party bereby affected give further
evidence of this election. each mich pany shall execute auch documents and furmish such other evidencr as may be requur-d ‘by the
Federa! Inuernal Revenue Service or ar may be pecessary to evidence this election. Nn such party shall give sny notices or take | lny otha
sction inconsistent with the election made hureby. U any present or future income tax laws nf the state or states in which the: Contrac
Arex is located or sny future income tax laws of the United States contain provisions similar to thase i Subchapter *'K* Chapmr 1
Subtitle “*A"", of the Interna) Revenue Code of 1934, under which an eloction similar 10 that pmvided by Section 761 of the Codz i per
mitu. each party hercby affected shall make such clection as may be permirtedd or required by such lawa In making the fmgomg elec
tion, euch such party stsux thay the income derived by such party from operations hereunder can he adoquately determined vaxhoul the
computation of parterahip taxable income.
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dompgxeeed___Ten _Tha Dolar:
@_10,000.00 _yend i the payment is in compleve sertkement of sach cleim o suit. If the smount requirad for sentlement &
lntth:ﬁowm&mswwmudnhmhnmwmddnddmu-ﬁl.m-ad:wzhuiqi
deiegsznd © Opersior, AN costs aed expanses of hendling, sectling. or acherwise discharging such claim or tult ul b ot the it &

opwu,wqwumaammmu-&mmmmvummn
usand-and no/l00--zc=x

~ mdhﬂMthMMhMuuhm.ulchhhna&mnimﬂyﬂrmi

-dmmdmw-ihghnq-nhmbuwnbnmmh&ﬁdudhumudmdmri;hupv:
Opersux by this sgrenent, such perty shall immedisiely oty o sther partics, nd the claim or sit shall be weatad & any ocher chur
@r gkt involving operstions bareundcr.

AXTICLE X1.
FORCE MAJEURE

lnymhm&n&n&.t&d&yuhpnhhuﬁnanwmwhwuﬂﬂ&imhmm
&&pm:mmpm&nmwmnmmwwmp-ﬂmuiadﬂ\chawkurrﬁ
seascrably Sl puncylers conceraing b; thereupon, the abligations of the purty giving the aotice, 30 7 m they are affocm by the bor
-mn.uhnhwmu‘wmmm.mmmdnmmhn.mMmMm-”M’
dkgence 1 rumove the force sureure situstion w quickly s pracuesble.

Thnqukumwmlwmhmduﬂhtuddvhhdmbbh-tchduﬂquuhﬂnmhnmxdn:n’k
mmumm&mk,hum,hvdvd.mm»u-uqmmmmmuuwumumm
wichin the dacretion of the parly concernal.

The term *farce majeurc'”, s heve empioycd, shall mesn sn act of God. srike, hackout. of other industrial disturbance, ac
the public encmy, war, blackadk, puliic riot, Hghming. fire. storm, ficod. explasion, govirnmenus] action, goveromental dlay, fesr
o inaction. unavallabiliy of squipment, snd any ocher cine, whether of the kind specifically enumeruted shove or otherwise, whic
act remxonably within the contro! of the party claimiog susponsion.

ARTICLE X1,
NOTICES

AL potices sthorized o required between the parties and required by any of the provisions of this agreement. unk= other
qaeriﬁaﬂyprovided.dunbcp'\mbvﬁringbymﬂnrnlqum.morcﬁummd.,orbyukxorudwpiﬂmdaddru
the partics 1 whom the norisx i given a1 the sddroma lised oa Exhibit **A™". The originsting nutice given undet amy provition h
shall be docmed given only when recrived by the party to wham such notice is directed, and the fime lor such party o give sy nou.
sesponse thrrew shall run from the dete the originating noticy is received. The sacond or any responsve notice shall he deemal ¢
when depewited in the mail or with the slegraph compeny, with posage of charpas prepaid. or sent by adea of telecopier. Ench ¢
shul! huve the right = chunpe it address 3t amy time, nd from time to time, by giving wrirten notice thereo! 10 all other part

ARTICLE XT11.
TERM OF AGREEMENT

This agreement ghall remain In full force and effoct ax 10 the ol snd pas ke and/cr oil snd pas interess subtect herrw L
periad of time selectad below'; provided, however, 0o party hento shall ever be construcd as having any right, titk: or interest innr ¢
dmse or ofl snd gm inwerest contributed by any owber party heynnd the werm of this sgreomen. .

1 Option No. 1: So long & any of the oll and g kaves subjent o this agrerment femain or g5t continued in forre s 1o o
of the Contnan Ares. whether by production. extension, resewnl of otherwisc.

DS XOption No. 2 In the event the wrll descrided in Artick VIA., or sny subseqoent well drilled under eny provision ¢
agreement, resuin i producton of off sndior g in peying quantities, this sgreement shall conrinoe in dorce 90 Jong a3 any such »
welbs produce, or sre copuble of production, end for e sddidonsl period of 90 __ deys from cemation of il producrion; prc
bowever, i, prior 1o the txpirntion of such sdditiona! periad, one or more of the partics hereto are engaged in drilling. reworking. d
g plugging dack. testing or atrerepring to complete 3 well or wells bereunde:, thin agreement shall continue in forre uniil such
shocu have hoen cnempleted and H production resulns therefrom, this agreement shall continue in force as provided herein. fn the eve
well described In Articke VLA.. of &y subacquens well drilled hereonder, results in 2 dry hoic, nd ao other well i penducing, o ©

dﬂu@ﬂﬂhphmh&mh.ﬂmxhﬂmﬁnuuhdrﬂﬁn;.dzpmm.p&uin;hdf'r

qmmmaﬂmm_@__mmmaudmm.wnn. o
s

& i xgreed, bowever, that the wrminstion of this agreement shall nor rolicve sy party hmtobmmyhbillty:p-
acrrued or szached prior © the dets of mch terminstion. _ g
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ARTICLE XTIV,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Lsws, Regulations and Orders:

This urﬂunem shall be subject 1o the conservation lswa of the satc in which the Contract Arex & locsted, to the valid rules.
segulstions, and ordens of any duly conszituted regulsiory body of mid siate; snd o all other applicable federal, sate, and kel laws, or-
dinances, rules, regulations, and orders.

B Gowerning Law:

This sgreement snd all marters permining hereto, including, but not imited o, matters of performance, non-performance, breach,
remedies, procedures, tights, duties and interpretation or consruction, shall be governed und determined by the law wl the state in which
she Contract Area s locatad. ¥ the Coniract Ares Is in two ur more s, the law of the state of
shall govern,

C. Regulatory Agencles:

Noching herein conudned shall grant, o be construed 1o grant, Operaior the right oc autharity 1o walve nr relexse any righu.
privileges, or obligations which Noa-Operstors may have under feders! or mute laws or under fules, repulstions or orders promulpated
umder such lawa in reference to oil, g23 and mineral operstions, including the locution. operation, ot producticm of wells, on tracts offset-
ting or sdjacent to the Contract Ares,

With repert w operations hereunder, Nan Operutors agree to release Operator from any and oD Josses, damages, Infuries, claims
xnd canses of ation arising nut of, incident to or resulting dirertly or indirectly fram Operator’s interpretation oe application of ruka,
rulings, regulations oc arders of the Department of Energy or predeomsor of suceroar agencles to the extent such interpretution or sp-
plicaion was made in good faith, Esch Non-Operstor further agroes to reimburse Operator for any amounts spplicable 10 such Non
Openator’s share of production that Omrator may he required to refund, rubmie or pay as 8 rosult of such an incorrect Interpretation of
sppliation, together with interest and penalties thercon owing by Operator ax 2 result of mich incorrect inwrpretation or spplication.

Naon-Operators authorize Operator tn prepare and submit such documenes as may be requircd to be submined to the purchaser
of any crude oil sold hereunder or 10 any other person or entity pumsuant 1o the requirements of the **Crude Oil Windfa)l Profit Tax A
of 1980"", as same may be amended (rom time to time (**Act*’) and any valid regulstions or rules which muy be issued hy the Treasury
Department from time to time pursuant 1o said Act. Each party hereto agrees to furnish any and all certificarians or other infarmation
which is required to be tumished by aaid Act in a timely manner and in mifficint detail ta permit compliance with xaid Act.

ARTICLE XV.
OTHER PROVISIONS
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Surface to the base of the Fruitland Formation
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. Attached to and made s partof _Qperating Adreement dated ~--o—c-oooo
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ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

1. Definitiors

‘Eo{nt Prorrty’ shall mean the rea’ and personal property subject to the agreement to which this Accounting Procedy
attache

*Joint Operations” shall mean all operations nmnry or proper for the development, operation, protection and mazir
nance of the Joint Property.

“Joint Account™ shall mean the account showing the charges pald and eredits recaived in the conduct of the Joint Op<
tions snd which are to be shared by the Partles.

*“Openator” shall mean the party designated to conduct the Joint Operationa

“Non-Operators” shall mean the Parties to this agrecment other than the Operator.

*Parties” shall mean Operator and Non-Opaerators.

“First Leve! Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervis
of other employees and/or contract Jabor dlrectly smployed on the Joint Property in a field operating capacity.
*Technica) Emglayeca shall mean those employees having specia) and specific engireering, geological or other pro
miona) skills whose primary furction in Joint Operations is the handling of specilic operating eonditions and prabl
for the bene!it of the Joint Property.

*Personal Expenses” shall mean trave! and other reasonable reimbursable expenses of Operator's employees.
“Material” shal] mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Materia] which at the time {s so classified in the Material Classification Manus
most recently recommended by the Council of Petroleum Accountants Sceleties.

2. Statement and Billings

Openttor shall bill Non-Operators on or before the last day of each month for their proportionate share of the Join
count far the preceding month. Such bills will be accompanied by statements which identify the autharity for expendi
leane or facllity, and all charges and credits summarized by appropriote elassitications of investment and expense ex
thut items of Controllable Mataris' and unusua! charges and credits shall be separately identified and fully describ.

detail,

8. Advances and Payments by Non-Operators

A.  Unless otherwise provided for {n the agreement, the Operator may require the Non-Operators to advance
share of estimated cash outlay for the succseding month’s operation within fifteen (15) days after recelpt of the
ing or by the first day of the month for which the advance is required, whichever is later. Operator lth ) adjust
monthly billing to reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after Nce!}n If payment is not
wﬁhin such nme the unpaid balance shall besr interest monthly at the prime rate in elfect at philidad i

Wall Street Jagmn) on the first day of the month in which dalinquenay occurs plus 1% or the max
contract rate permitted by the applicable usury laws in the state in which the Joint Property is Jocated, whic

Is the lesser, plus attorney's fees, court cosls, and other costs in cannection with the eollection of unpaid amo:

4. Adjustments

Payment of any such bills shall nct prejudice the right of any Non-Operator to protest or question the corractness t
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year sha
elusively be presumed to be truc and correet aftor twenty-four (24) months following the end of any such calends:
unless within the sald twenty-four {24) month period a Non-Operator takes written exception thereto and makes clz
Operator for adjustment. No adjustment favorable to Operator shall be made unless it {s made within the same pres
perlod. The provigions of this paregraph shall not prevent adjustments resulting from & physics! inventory of Cantr
Material a3 providcd for in Section V.
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A. A Non-Operator, upon notice In writing to Operator and all other Non-Operators, shall have the right to audit Opers-

tor’s accounts and records relating to the Joint Account for any ealendar year within the twenty-four (24) month

iod following the end of such calendar yeer; provided, however, the making of an audit shall not extend the time

gtbc taking of written exception to and the adjustments of secounts as provided for in Paragraph 4 of this Section

1. Where there are two or mere Non-Operators, the Non-Operators sha!l make every reasonable effort to eonduct 2

joint audit in & manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no par-

tion of the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits

sha!] not be eonducted more than once esch year without prior approval of Operator, except upon the resignation or
removal of the Operator, snd shall be made st the expense of those Non-Operators approving such sudit.

¢
B. The Operator shall reply in wnf.mz to an gudit report within 180 days after receipt of such report.

€. Approval By Non-Operitors
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Ascounting Procedure and if the agreement to which this Accounting Procedure is sttached contains no contrary provisions

in regard thereto, Operator shall notify a]) Non-Operators of the Operator's proposal, and the sgreement or approval of
a mayrity in interest of the Non-Operators shall be controlling on all Non-Operators.

IL. DIRECT CHARGES
Operator shall charge the Joint Account with the following jtems:
1.  Ecologica! and Environmental
Cotts incurred for the benefit of the Joint Property as a result of governmenta) or regulatory requirements ta satisfy environ-

mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archasological
nature and pollution control procedures as required by applicable laws and regulations.

2. Rentals and Royalties
Lease rentals and royalties paid by Operstor for the Joint Operations.
8. Labor

A 1) galuies and wages of Operator’s field employees directly employed on the Joint Property in the condust of Joint
perations.

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

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

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

B. Ogg:tor'a cost of holiday, vacation, sickness and disability benefits and other customary allowances paic to employees
whose salaries and wuges are chargeable to the Joint Account under Parugraph 8A of this Section II. Such costs under
this Paragraph 3B may be charged on 2 “when and as paid basis” or by “percentage assessment” on the amount of
salaries and wages chargeable 1o the Joint Account under Paragraph 3A of this Bection I1. If percentage assessment
is used, the rate shsll be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposcd by governmenta! authority which are applicable
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section I1.

D. Personal Expenses of those employees whosc salaries and wages are thargeable to the Joint Account under Paragraph
8A of this Section 11.

4. Employee Benefits
Operator’s eurrent costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
puarchase, thrift, bonus, and other benelit plans of a like nature, applicable to Operator's labor cost chargeable 1o the Joint

Account under Paragraphs 8A and 8B of this Section 1] shall be Operator's actual eost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies.

5. Material
Materia) purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Materia)

shal! be purchased for or transferred to the Joint Property as may be required for immediate use ang is reasonably practica!
and consistent with efficicnt and economical operations. The accumulation of surplus stocks sha!l be avoided.

6. Transportation
Transportation of employees and Material neceasary 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 shal! be madc

fo the Joint Account for a distance grester than the distance from the nearest relisble supply store where like materis’
is normally available or railway receiving point nearest the Joint Property unleas agresd to by the Parties.

2.
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B. Mecrphus Materlal k moved to Operator's warehouse ar other tarage point, mo chargy shal be made to the Joint Ac
::%r a distanoe greater ﬂu.r the distance to the nearest rells ‘l:.WPP’)' l::" 't::!" Uks n#:ﬁﬂ b bo'm;-!bl
able, or railway recaiving point nearest the Joint Property un bolownxiu “&mmh et N il

m the Joint Asnount for moving Material to other properties

C. In the spplication of wb phs A and B above, the option to equalize or eharge actus] trucking cost bs avallad
when the actual charge mfr Joss axcluding accessorial . The §400 will be adjusted to the amount mo:
vecently recommended by the Councl! of Petroleum Accountants tes,

Servieas . ’

The cost of contruct services, mipmmt’ud utllities provided by dutside sources, except servioss excluded by Pargr;
10 of Bection IT and Puragraph i, il, and {ii, of Bection 111. The oost of professiona) eonsultant services and contract s
wices of tachnica! personnal directly en on the Joint Property If such charges are axcluded from the overhead rau
The cost of profeasional soasultant services or contract services of tachnieal personnel not directly anguged on the Jo!

Property ahall not be charged to the Joint Account unless previously agreed to by the Parties.

Equipmant and Faclities Furnkhed By Operaior

A r shall the Jeint Account for use of Operator owned equipment and facilities st rates commensur
costs of ip and operation. Buch rates shall include costs of maintenance, repairs, other operating m
et . taxes, dapreciation. and {nterest en grows investment less accumulated depreciation not to exceed

3%) per annum. Such rates shall not axessd average commercial rates currently p

percent
wailing in the immadiats ares of the Joint Property.

B. Iz beu of chargm in paragraph A Operator may elect to Dse sverage commereial rates prevalling in the Imm
ats ares o the Joint Property lass 20%. For automotive equipment, Operator may slect o Lse rates published by
Petroleum Motor Transport Association.

Damages and Losses $o Joint Preperty

AHMmemryfwﬁhcn?ﬁrorm!mmoNoiumpmmdame.uryhaauu of damages or k
fncorred by fire. flood, storm, thet, aceldent, or other eanse, except thoss reaniting from Operator’s groas negligenc
willfu! misconduct rator shall firnish Non-Operator writtan notice of damages or loases Incurred as soon as practic
after 3 report has bean received by Operator.

Laga! Expense

Expense of handling, investigating and sattling litigation or claims, discharging of Hens, payment of judgements
amounts paid far settlement of claims incurred in or resulting from operations under the agreement or necessary to pr
or recover the Joint Property. axcept that no charge for services of Operator's lexn! sta!{ or fees nr expense of outxide :
weys shall be made unleas previsusly agreed to by the Parties. All other Jegal axpenas ia considered to be coversd b
g:nrbud provisions of Section 171 unless otharwise agreed to by the Partles except as provided in Bection ], Parag

Taxes

All taxe of every kind and nature anecsed or levied upon or In connection with the Joint Property, the operation th
or the production therefrom, and which taxes hava been paid by the Operator for the benelit of the Parties. ]{ the ad
rem taxes are based in whole or in part cpon se valustions of sach party’s working interest, then notwithsta-
anything to the contrary herein, charges o the Joint Account shall be e ard paid by the Parties hereto [n aceor
with the tax value generated by exch party’s working interest.

Insurance

Net premiums peld for ingurance required to be carried for the Joint Operutions for the ion of the Parties. *
event Joint Operations ars eonducted {n & stale {n which Operator may act aa self-insurer for Worker's Compensatior
or Employers Liability under the respective state’s laws, Operator may, 8t tta election, include the risk under it
fnzurance program and in that event, Operator ahall include a charpe st Operator’s cost not to exceed manual rat

Abandonment and Reclamation

Costs Incurred for abandonmect of the Joint Property, including ecsts required by government®! or other rem:
guthority.

Communications _

Cost of asquiring. leasing, installing, operating, npxirini and maintalning commurniestion systema. including rad

sicrowsve facilities directly serving the Joint Property. In the event eommunication facilities/systams serving th
are Operator owned, chargen to the Juint Account shall be made as provided {n Parugraph 8 of this Sec’

Other Expmditum

Any othar expenditure not covernd or dealt with in the bm!nspnﬁniom of this Section I1, or in Section 111 and
fs of direct benafit to the Joint Property and is incurred by the
Operations.

perator in the neceasary and proper sonduct of t
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IIl. OVERHEAD

Overhead - Drilling and Producing Operations

i
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B.

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

{ ; Fixed Rate Basis, Paragraph 1A, or

( ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such ch shal] be in lieu of eosts and expenses of all affices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
84, Section I1. The cost and expense of services from outside sourees in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhesd rates
grovided for in the above selected Paragraph of this Section II1 unless such cost and expense are agreed to by the

ies as a direct charge t0 the Joint Account.

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

( guhall be covered hy the averhesd rates, or
{ )ahall not be covered by the overhead rates.

The salaries, wages and Personal Expenses of Technical Employees and/or costs of professiona! consultant services
and contract services of technical peraonne! sither temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

{ ;uhz!l be covered by the overhead rates, or
{ )ahall not be covered by the overhead rates.

Overhaad - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate §
(Prorated for leas than a full month)

Producing Well Rate §
(2) Application of Overhead - Fixed Rate Basis shal! be as follows:
(a) Drilling Well Rate
(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except

that no charge shall be made during suspension of drilling or eompletion operations for fifteen (15) or
_tnore consecutive calendar days.

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

(b) Producing Well Rates

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

(2) Each active completion ina multi-completad well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered s separate well by the govern-

ing regulatory authority.

(8) An fnactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be Tonsidered as a one-well charge providing the gas well is directly connected to & permanent sales
outlet.

(4) A ong-well charge shall be made for the month in which plugging and abandenment operations are com-
pleted on any well, This one-well charge shall be made whether or not the well has produced except when
drilling well rate applies.

(5) Al other inactive wells (including but not limited to jnactive wells covered by unit allowable, lease allow-
able, transferred allowable, etc.) shall not qualify for an overhead charge.

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

tment.

Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
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Peroent ( %) of the cost of development of the Joint Property exclusive of costs provided
under Parsgraph 10 of Section I and al] salvage credits.

(b) Operating

{») Development

Pereent ( %) of the cost of operating the Joint Property exclusive of costs provided unde.

Paragraphs £ and 10 of Section 11, al] salvage eredits, the value of injected substances purchased for secondan
recovery and a)) taxes and assessments which are Jevied, amessed and paid upon the mineral interest in anc

to the Joint Property.
/
{2) Application of Overhaad - Pertentage Basls shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section 11, developmer
shall Include al! costs in eonnection with drilling, redrilling, dnpcning. or any remedfal operations on anyor 3’
wells involving the use of drilling rig and erew capable of drilling to the producing interval on the Joint Proj

erty; also, preliminary expenditurea necessary in preparation for drilling and expenditures ineurred in abandonin
when the well is not completed as a producer, and original cost of construction cr {nstullation of fixed assets, t
{on of fixed asseta and any other project clearly discernible as a fixed asset, except Major Construction &

defined in Paragraph 2 of this Bection 111. All other costs shall be zonsidered as operating.

2 Overhead - Major Construction

To compensate Opsarator for overhesad costa incurred in the construction and installation of fixed agsets, the expansien
fixed assets, and any other project clearly discernible as & fixed asset required for the development and operation of t'
Joint Pro{perty. Operator shall sither negotiate a rate prior to the beginning of construction, or shall charge the Jo!
Acscount for overhead based on the following rates for any Major Construction project inexcessof §

A % of first $100,000 or total cost {f less, plus
B %o0fcosts In excess of $100,000 but lesa than §1,000,000, plus
Co % 0! costs In excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the pu e of this paragrann, the component parts of & sin
project shall not be treated separately and the cost of drilling and workover wels and artificia) Jift equipment shall

excluded.

3. Catastrophe Overhead

To compensate Operator for overhead costs incurred {n the event of expenditures rest!ting from a single occurrence ¢
to oi! splll, blowout, explosion, fire, storm, hurricanc, or other cataxtrophes as agreed to by the Parties, which are necess
to restore the Joirt Property to the #guivalant condition that existed prior to the event eausing the expenditures, Opers
shall either negotiate a rate prior to charging the Joint Account or shall eharge the Jeint Account for overhead based

the following rates:
A %cltota! costs throagh $100,000; plus
B %of ] costs In excess of $100,000 but less than §1,000,000; piuy
Co % of total costs in excess of $1.000,000.
Expenditures subject to the overhgads above will not be reduced by insurance recoveries, and no ather overhcad pr
sions of this Section LI shall apply.
4. Amendment of Rates

The overhead rates provided for In this Section 111 may be amended from time to time on'y by mutur! agreement betw
the Parties herete I/, in practice, the rates are found to be insufficient or excezsive.

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

Operator is resporuible for Joint Account Materia! and shall make propsr and timely eharges and credits for all Material
ments A!iectiglg the Joint Properiy. Operator shall provide all Material for use on the Joint Property; however, st Opersa
option, such Material may be supplied by the Non-Operator. Operator shall make timely dispoxition of idle and/or sur
Material, such disposal being made either through sale to Operator or Non-Operater, d-vision in kind, or sxle ta outsic
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A .
Material. The disposa! of surplus Controllable Material not purchased by the Operator sha'! be agreed to by the Parties.

1. Purchasex

Materia) purchased shall be charged at the price pald by Operator after deduction ¢f all discounts received. In ca
Material found to be defective or returned to vendor for any other reasons, eredit a~a!l be pasced to the Joint Acc

when adjustment has been recelved by the Operator.

2. Transfers and Dispositions

Material furnished to the Joint Pm‘gertv and Material transferred from the Joirt Propsrty or disposed of by the Oper
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:




A. New Mataria! (Condition A)
(1) Tubular Goods Other than Line Plpe

(8) Tubular goods, sized 2% fnches OD and larger, excapt line pipe, shall be priced at Eastern mill published
earload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. 1f the 80,000 pound rall rate {s not offered, the 70,000 pound or $0,000 pound rall rate

: tor:y be used. Freight charges for tubing wili be calculated from Lorain, Ohio and casing from Youngstown,
io.

(b) For grades which are special to.one mill only, prices shall be computed at the mill base of that mil] phus trans-

rtation cost from that mill o the rallway recelving point nearest the Joint Property as provided sbove in

ph 2.A.(1Xa). For transportation cost from points other than Eastern mils, the 80,000 pound Oil Field
Haulers Association interstate truck rate shall be used.

(c) Bpecial end finish tubular goods shall be priced at the lowest published out-of-stock price, f.0.b. Houston,
Texas, plus transportation enst, using Oil Fleld Haulers Association interstate 80,000 pound truck rate, to
the rallway recelving point nesarest the Joint Property. .

{d) Mazcaron! tubing {site lexs than 2¥ inch OD) shall be priced at the lowest published out-of-stock prices f.c.b.
the sufpiiu plus transportation eosts, using the Oil Field Haulers Associstion interstate truck rate per weight
of tuhing transferred, to the railway recelving point neareat the Joint Property.

(2) Line Pipe

(a) Line pipe movements (except size 24 inch OD and larger with walls ¥ inch and over) 80,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A(1X&) as provided abave. Freight
charges shal] be caleulated from Lorain, Ohlo.

{b) Line pipe movements (except size 24 inch OD and larger with walls ¥ inch and over) less than 80,000 pounds
ahall be priced at Eastern mill published earload base prices effective as of date of shipment, plus 20 percent,
plus transportation eosts based on freight rates as set forth undaer provisiors of tubular goods pricing in Para-
graph A.(1Xa) as provided above. Freight charges shall be calculsted from lorain, Ohio.

{¢) Line pipe 24 inech OD and over and ¥ inch wall and larger shall be priced f.c.b. the point of manufacture
© at current new published prices plus transportation cost Lo the railway receiving point nearest the Joint

Property.

{d) Line pipe. Including fabricated line pipe, drive pipe and conduit not Hsted or published price lists shall be
priced st quoted prices plus freight W the railway recciving point nearest the Joint Property or at prices
agreed to by the Paries.

(3) Other Mater{a! shal! be priced at the current new price. in effect at date of movement, as listed by & relizble sopply
store nearest the Joint Property, or point of manufacture, plus transportatior costs, If applicable, to the railway
receiving point nearest the Joint Property.

(4¢) Unused new Materfal, except tubular goods, moved from the Joint Property sha!! be priced at the curren? new
price, {n effect on date of movement, as listed by s reliable supply store nearest the Joint Property, or point of
manufscture, plus transportation costs, if applicable. to the railway receiving peint nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

B. Good Used Materizl (Condition B)

Materizl in sound and servicezble conditicn and suitable for reuse without reconditicring:
(1) Materia! moved to the Joint Property
At seventy-five percent (75%) 0! eurrent new price, as determined by Paragraph A.

(2) Material used on and moved {rom the Joint Property

{8) Atseventy-five nt {(75%) of current new price, as determined by Paragraph A, If Materi® was originally
charged to the Joint Account as new Matcriul or

(b) At sixty-five parcent (65%) of current new price, as detarmined by Paragraph A, {f Mater{al was originally
charged to the Joint Account as used Material,

(8) Materiz] not used on and moved from the Joint Property
At seventy-five percent (75%) of current new price as determined by Paragraph A

The cost of reconditioning, {f any, shall be absorbed by the tronsferring property.
C. Other Used Materlal

(1) Condition C

Material which is not in sound and serviceable condition and not suitable for ftz original function untii after recor
ditioning shal! be priced at fif\y percant (50%) of current new price as determined by Paragraph A. The cost ¢
reconditioning shall be charged to the receiving property, provided Condition C value plus eost of reconditionin;
doea not excesd Condition B value,




&) Condition D

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

{s) Casing. tubing, or drfl] pipe used as line pipe shall be priced as Grade A and B seamless )ine pipe of com
parsble aize and weight. Used casing, tubing or drll] pipe utilized as line pipe shall be priced at used line
plpe prices.

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines
ahall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upest tubular goods shal
bep on & non upsst basis,

(8) Condition E

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

D. Obsolote Material

Materia! which Is serviceable and usable for ita original function but condition and/or value of such Materis) ix nc
equivalent to that which wouldguxtlfy s price as provided above may be specially priced as sgreed to by the Partie
8uch price should result in the Joint Account being eharged with the value of the service rendered by such Materiz

E. Pricing Conditions

{1) Loeding or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundre
weight on all tubular goods movements, in lieu of actus! loading or unlcading costs sustained at the stockir
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the sar,
percentage increase or decrease used to adjust overhesd rates in Section 111, Paragraph 1.A(8). Each year, t
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April ne

year. Such rate shall be published esach year by the Council of Petroleumn Accountants Societies.

®) lht:;(m inlvtzlvinz erection coats shall be charged at applicable percentage of the current knocked-down price
new Material,

Premium Prices

Whenever Mataria! is not readily obtainable at published or listed prices because of national emergencles, strikes or ot
unusus) causes over which the Operstor has no control, the Operstor may charge the Joint Account for the requi:
Material at the Operator's actua! eont incurred in providing such Material, in making it sultable for use, and in mov'
ft to the Joint Property; provided notlce in writing is furnished to Non-Operators of the proposed charge prior to bill
Non-Operators for auch Material. Each Non-Operator shall have the right, by 80 electing and notifying Operator wit
ten days after recelving notice from Operator, to furnish in kind all or part of hix share of such Material suitable for

ang acceptable to Operator.

Warranty of Material Furnished By Operator

Operator does not warrant the Material furnished. In case of defective Material, eredit shall not be passed to the J.
Azcount until adjustment has been received by Operator from the manafacturers or their agents.

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Materisl.

L

Periodic Inventories, Notice and Representation

At reasonable Intervals, inventories shall be taken by Operator of the Joinl Account Controllable Material. Written n:
of intantion to take Inventory shal} be given by Operator at least thirty (30) days before any inventory ix to begin 8o
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an ir

tory shall bind Non-Operators to accept the {nventory taken by Operator,

Reconellistion and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconcilistion of a physical (nventory shall be made withi:
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Accour
sversges and shortages, but, Operntor shall be held accountable only for shortages due to lack of reasonable diliger

-

Specia! Inventories

Special inventories may be taken whenever there is any male, change of Interest, or change of Operator in the Joint Pro;
1t sha)l be the duty of the party selling to notify a!l other Parties as quickly as possible after the transfer of interest
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cascs involving a ¢}

of Operator, all Parties shall be grverned by such inventory.

Expeme of Conducting Inventories

A. The expense of conducting perlodic inventaries shall not be charged to the Joint Account unless agreed to !
Parties.

B. The expense of sonducting spacial inventories shall be charged to the Parties requesting such inventories, exc:
wentories required due to change of Operator shall be charged to the Joint Account.

.7-
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OWNERSHIP - NONSTANDARD PRORATION UNIT

SW/4 SECTION 5-25N-11W (160 acres)

Pro New Mexico, Inc. 100% 160.00
141 E. Palace Avenue
Santa Fe, NM 87501

A D NEI L St ia el aN e Ll L D e



OWNERSHIP - PRORATION UNIT IF COMPULSORY POOLED

WORKING INTEREST OWNERS TO BE COMPULSORY POOLED

Working Int. Net Acres
NW/4 SECTION 5-25N-11W (160 acres)
Bureau of Indian Affairs, 100% 160.00
as superintendent for certain unknown Navajo
allottees
301 W. Hill
Gallup, NM 87305
SW/4 SECTION 5-25N-11W (160 acres)
Pro New Mexico, Inc. 100% 160.00

141 E. Palace Avenue
Santa Fe, NM 87501

WORKING INTEREST OWNERSHIP FOLLOWING COMPULSORY POOLING

NW/4 & SW/4 SECTION 5-25N-11W (320 acres)

Pro New Mexico, Inc. (Operator) 50% 160.00
Bureau of Indian Affairs, 50% 160.00
as superintendent for certain unknown Navajo
allottees
100% 320.00
BEFQRE 0 iyt oy -
.o 106IS



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF

PRO NEW MEXICO, INC.

FOR A NON-STANDARD PRORATION UNIT,

OR IN THE ALTERNATIVE, COMPULSORY CASE NO. 10615
POOLING, BASIN-FRUITLAND COAL

GAS POOL, SAN JUAN COUNTY, NEW MEXICO I -

AFFIDAVIT OF COMPLIANCE
WITH RULE 1207

STATE OF NEW MEXICO ) , - _
) ss. ' /06 /5
COUNTY OF SANTA FE ) T e
JOLENE DICKS, authcrized representative of Pro New Mexico, Inc., the
Applicant in this case, being duly sworn and upon oath states as follows:
1. On behalf of Applicant, | conducted a good faith diligent effort to
discover the correct address of each interested person or party entitied to notice in this
case under Rule 1207 of the Oil Conservation Division’s Rules on Procedure.
2. On behalf of Applicant, | apprised all interested persons or parties of
the nature and pendency of this case by sending a copy of the Application on October
22, 1992 by certified mail, return receipt requested.
3. As evidenced by the attached copy of the Application, certificates of
certified mailing and return receipts, proper notice in this case has been given as required

by Rule 1207. % @/ﬂ@

// JOLENE DICKS

SUBSCRIBED AND SWORN to before me this /_zday of December, 1992.
OTA UBLIC
MY COMMJSSION EXPIRES:

S/3/5¢4




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION
- CRIVED
iN THE MATTER OF THE APPLICATION T Dl

OF PRO NEW MEXICO, INC. FOR NON-STANDARD 0CT 22 1992

PRORATION UNIT, OR IN THE ALTERNATIVE, | -
COMPULSORY POOLING, BASIN-FRUITLAND COAL ol CUNSERYALION D1
GAS POOL, SAN JUAN COUNTY, NEW MEXICO. SANTAF

CASE NO.

APPLICATION
PRO NEW MEXICO, INC. ("Applicant") hereby applies to the Oil
Conservation Division ("Division") for an order approving the creation of a non-
standard proration unit for the Basin-Fruitiand Coal Gas Pool consisting of 160.0 acres,
more or less, and comprised of the SW/4 of Section 5, Township 25 North, Range 11
West, San Juan County, New Mexico or, in the alternative, an order which
compulsorily pools all mineral interests from the surface to the base of the Basin-
Fruitland Coal Gas Pool in and under a standard proration unit comprised of the W/2
of Section 5, Township 25 North, Range 11 West, San Juan County New Mexico. In
support thereof, Applicant would show the Division:
1. Applicant owns 100% of the working interest in and under the
SW/4 of Section 5, and applicant has the right to drill thereon.
2. The Bureau of Indian Affairs, as superintendent for certain
unknown Navajo allottees, owns 100% of the working interest in

and under the NW/4 of Section 5.



Applicant proposes to drill the above-referenced non-standard, or
in the alternative, pooled unit to a well to be drilled at a standard
location of said Section 5.

Applicant has sought the voluntary cooperation of the working
interest owners in drilling the standard proration unit comprised of
the W/2 of Section 5 (shown on Exhibit "A" attached hereto), but
the Bureau of Indian Affairs has not agreed to cooperate in such
drilling.

The creation of the proposed 160 acre non-standard Basin-
Fruitland proration unit, or in the alternative, pooling of the mineral
interests in the standard 320 acre proration unit, is necessary to
prevent waste, protect correlative rights permit the applicant to
obtain its just and fair share of the gas underlying the subject
lands.

The Basin-Fruitland Gas Pool in this area, including acreage
covered by the proposed proration units, is being rapidly developed
in accordance with the drilling pattern established by Order No. R-
8768 (Rule 7), the Special Rules and Regulations for the Basin-

Fruitland Coal Gas Pool, as shown on Exhibit A" attached hereto.



7. Pursuant to the applicable notice requirements, applicant has
notified by certified mail, return receipt requested, all parties listed
on Exhibits "B" and "C" attached hereto of the filing of this

application and the date of the hearing requested below.

WHEREFORE, applicant prays this matter be set for hearing before a duly
appointed Examiner of the Division on November 19, 1992, and, after the notice and
hearing requiring by law, the Division enter its order approving the creation of the
proposed 160.0 acre non-standard proration unit or, in the alternative, the compulsory
pooling of all working interests in the standard 320.0 acre proration unit, including
provisions for applicant to recover out of production therefrom its costs of drilling,
completing and equipping the well, plus a 200% risk factor for drilling, completing and
equipping such well, and all costs of supervision and operation of such unit. In
addition, applicant prays it be granted any and all other relief which the Division deems
necessary and equitable.

Respectfully submitted,

PRO NEW MEXICO, INC.,
Applicant

ay@&aé@@éo/

Jolene M. Dicks, Secretary
141 E. Palace Avenue
Santa Fe, NM 87501
(505) 988-4171
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EXHIBIT "B"

CURRENT BASIN-FRUITLAND COAL WELLS OFFSETTING

Operator/Address

Giant Exploration &

Production Company

P.O. Box 2810

THE SW/4 SEC. 5, T-25-N, R-11W
SAN JUAN COUNTY, NEW MEXICO

Well Name _

Buena Suerte 32-L #1

Farmington, NM 87499

Buena Suerte 33-L #1

Buena Suerte 5-B #1

East Bisti Coal 6 #1

East Bisti Coal 7 #1

East Bisti Coal 8 #1

Location

SE/4 NW/4 SW/4
Sec. 32, 26N,11W

SE/4 NW/4 SW/4
Sec. 33, 26N,11W

SE/4 NW/4 NE/4
Sec. 5, 25N, 11W

SW/4 NE/4 NE/4
Sec. 6, 25N, 11W

SE/4 SW/4 NE/4
Sec. 7, 25N, 11W

SW/4 NE/4 NE/4
Sec. 8, 25N, 11W



EXHIBIT "C"

WORKING INTEREST OWNERS TO BE COMPULSORY POOLED

NW/4 SECTION 5-25N-11W (160 acres)

SW/4 SECTION 5-25N-11W (160 acres)

100%

100%

Bureau of Indian
Affairs,as
superintendent for
certain unknown
Navajo allottees
301 W. Hill

Galiup, NM 87305

Pro New Mexico, Inc.
141 E. Palace Avenue
Santa Fe, NM 87501



PS Form 3800, June 1990
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® Certified Mail Receipt

" No Insurance Coverage Provided
-~ Do not use for International Mait
See Reverse)

Sent to
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& Prod Co
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P.O. Box 2810
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Postage $ &9
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1. {1 Show to whom delivered, date, and addressee’s address. 2. [ Restricted Delivery

(Exrra charge) {Extra charge)

4. Articie Number

P 772 862 380
Type of Service:

3. Article Addressed to:

Giant Exploration & Prod. Col
P.0O. Box 2810

3 [:] Registered D Insured
Farmi M 9
armington, N 87499 (3 Certifiod [ cop
[l Express Mail [ Return Receipt
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or agent and DATE DELIVERED.
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WELL NAME

Buena Suerte
32G Com #1

Buena Suerte
32L Com #1

Buena Suerte
33G Com #1

Buena Suerte
33L Com #1

Cowsaround
36 #13

Cowsaround
36 #7

Buena Suerte
4G Com #1

Buena Suerte
4L Com #1

Buena Suerte
5B Com #1

OFFSET FRUITLAND COAL WELLS

OPERATOR STATUS
Giant wocC
E&P Inc.

Giant WOCT
E&P Inc.

Giant LoC
E&P Inc.

Giant LoC
E&P Inc.

Nassau WOCT
Resources
Nassau WOCT
Resources

Giant WOPL
E&P Inc.

Giant PGW
E&P Inc.

Giant PGW
E&P Inc.

LOCATION

1830 'FNL
2130'FEL
Sec. 32
T26N, R11lW

1850'FSL
790'FWL
Sec. 32
T26N, R11W

1675'FNL
2230'FEL
Sec. 33
T26N, R11W

1805'FSL
790'FWL
Sec. 33,
T26N, R11W

790'FSL
790'FWL
Sec. 36
T26N R12W

1675'FNL
1850'FEL
Sec. 36

T26N R12W

1820'FNL
2480'FEL
Sec. 4
T25N, R11W

1625'FSL
1085'FWL
Sec. 4
T25N, R11W

1030'FNL
1580'FEL
Sec. 5
T25N, R1l1wW

SPUD COMP  ID PC
DATE DATE MCFD (PSIG)
9/24/92  NA NA NA
8/31/92 NA NA NA
NA NA NA NA
NA NA NA NA
10/8/90  NA NA NA
10/12/90 NA NA NA
7/8/91 10/4/91 NA

9/19/90 11/7/90 303 56

3/12/91 4/15/91

DATE
SALES

NA

NA

NA

NA

NA

NA

NA

2/27/92

154 72 12/29/91
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Page 2

WELL NAME

East
Coal

Bist
6 #1

Bisti
7 #1

East
Coal

Carson Unit
7 #323

East Bisti
Coal 8 #1

East Bisti
Coal 8 #2

Pete Morrow #1

Pete Morrow #2

SPUD

OPERATOR STATUS LOCATION DATE
Giant PGW 830'FNL 5/16/90
E&P Inc 1300'FEL

Sec. 6

T25N, R11W
Giant WOPL 2330'FNL 4/4/90
E&P Inc. 1740'FEL

Sec. 7

T25N, R11W
Giant WOPL 1870'FSL 4/4/90
E&P Inc. 1800 'FWL

Sec. 7

T25N, R11W
Giant PGW 795 'FNL 4/30/90
E&P Inc. 1230'FEL

Sec. 8

T25N, R11W
Giant WOPL 1800'FSL 5/4/90
E&P Inc. 1800'FWL

Sec. 8

T25N, R11W
Giant PGW 1650'FNL 1/5/90
E&P Inc. 1975'FEL

Sec. 1

T25N, R12W
Giant PGW 1850'FSL 4/4/89
E&P Inc. 1190' FWL

Sec. 1

T25N, R12W

GAS
COMP  ID PC DATE
DATE MCFD (PSIG) SALES
6/5/90 116 66 9/28/92
8/28/90 NF 154 NA
8/28/90 NF 75 NA
5/30/90 25 74 12/12/91
8/26/90 4 180 NA
1/29/90 311 39 2/21/90
4/28/89 47 64 6/30/89



