
PRO NEW MEXICO, INC. 
141 E. PALACE AVENUE 

SANTA FE. NEW MEXICO 87501 
(505) 988-4171 

Telefax (505) 988-4548 

VIA FEDERAL EXPRESS 
Ms. Mary Lou Drywater 
Supervisor, Realty Specialist 
Navajo Area Office 
Real Property Management 
Bureau of Indian Affairs 
301 W. Hill 
Gallup, New Mexico 87305 

September 21 , 1992 

BEFORE E 

OIL cor:: 

CASE 

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 wells drilled prior to 
January 1, 1993 completed in the Fruitland Coal formation qualify for the non-
conventional fuels tax credit on volumes produced. I 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 
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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 112 of Section 6 and on 
the S 112 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 Fruitland 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 BIA to consider the crucial importance of 
the NW 11A 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 I 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. 

President 



/ 



NEW 
MEXICO 
INC. 

OIL & CAS PRODUCTION AND PROPERTIES 

(505)988-4171 • FAX (505) 988-4548 • 141 E. Palace Ave. • Santa Fe, NM 87501 

Ms. Mary Lou Drywater 
Supervisor, Realty Specialist 
Navajo Area Office 
Real Property Management 
Bureau of Indian Affairs 
301 W. Hill 
Gallup, New Mexico 87305 

Ten days ago, on September 21, 1992, I 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 
welt in the Fruitland Formation. Because of the year-end expiration for the well to qualify for tax 
investment crediting under Section 29 of the I.R.C. it is imperative that the B.I.A. give its prompt 
attention to making the acreage available for tease 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 Oil 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 "Fruitland location" on the 
map that accompanied our September 21, 1992 Letter. 

VIA TELEFAX 
<602) 871-5151, Ext. 5122 

October 2, 1992 

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

Dear Ms. Drywater: 

Very truly yours, 

PRO NEW MEXICO, INC. 

OIL CONSERVATION [.•iv'^iC?! 

By 

President 

CASE NO. . 
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VIA FEDERAL EXPRESS 

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 
Tojwnsbip_25 North, Range 11 West 
San Juan County, New Mexico 

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 
2 1 , 1992 and October 2, 1992. 

We have requested that the unleased NW/4- which the B.I.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.I.A. to voluntarily pool its mineral interest in the acreage wi th 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. • 

October 9, 1992 

Dear Ms. Drywater: 
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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. Ranoe 11 West 
San Juan County, New Mexico 

Dear Ms. Drywater: 

Ten days ago, on September 21, 1992, I 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 I.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 Oil 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 'Fruitland location" on the 
map that accompanied our September 21, 1992 Letter. 

Very truly yours, 

' - —-—=—--* 

BEFORE EXAMINER C A 7 ' \ M 

OIL CONSERVATION! OUiNiCOi 

EXHiOiT NO «2« 

CASE NO. 

PRO NEW MEXICO, INC. 

( J . E. Gallegos 
President 
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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: NW/4 
Town sh i p_2 5 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 
2 1 , 1992 and October 2, 1992. 

We have requested that the unleased NW/4 which the B.I.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.I.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. . • ——- —_«_™ 



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.I.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 2 1 , 1992, 
Pro New Mexico will understand that the B.I.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.I.A. 

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. 

President 

cc: Bob Fielder 
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MODEL FORM 

610-1982 

TNG AGREEMENT 

OPERATING AGREEMENT 

DATED 

, 19 

OPERATOR P r o New M e x i c o - . I n c . 

CONTRACT APT? A T2 5 N . R11W 

S e c t i o n 5; W/2 

G r a c i a Nr. ? 

COUNTY OR PARISH OF s»n .t„ an STATE OF NPW MPV 

cormioirrjwa — ALL RIOHTS RESERVED 
AMERICAN ASSOCIATION OF PETROLEUM 
LANDMEN. UOt CONTINENTAL UTE BUILDING, 
PORT WORTH, TEXAS, 74102, APPROVED FORM. 
A.A.P.L. NO. «J0 - 1912 REVISED 



A-AJ.L FORM 610 - MODEL. "~>RM OPERATING AGREEMENT • 198? 

CWPANCE IX THE PREPARATION OF THIS AGREEMENT: 

1. Title Psge • HH in blanks es tpplkabk. 

2. Preamble, Pagej - Enter tume of Optnxor. 

3. Attkk I • Exhibttt: 
(a) Indicate Edubiti te be texhed. 

(b) II k it desired that no reference be made to aao-dlsaiminatiQa, the rcfaeuu » Exhibit " F " should be deleted. 

4 Artide PJ.«fatereso of Psroa in Coo md Productka • Enter royalty frtroon «« agreed to by pmio. 

5. Arode IV A. - Tide Eamtottion • Seta option st sgreed to by the fanes. 

6. Article TV.B. • LOP of Title • If "Joint Lea" of Tale ii desired, the Mowing changes should be nude: 
<a) Delete Aroda I V J J tad IVJ.2. 
(b) Artide TVJB.3 • Delete phrase "other thsn tboic set forth in Arnda TV.B.1 and above." 
fp) Artide VILE. • Change reference at cad of the 6m grtmrnaticil paragraph from "Arede IVJ.2" to "Artide IV.B.3." 
(fl) Artide X • Add as the eoDdudinf aenteace • "All d*xmi or ado to»oh>ing title to sny interest sub|ea m tna agreement *h»U be 

trested as a daim or a suit against all parties hereto." 

7. Artide V»Operttor • Eater name of Operator. 

& Artide VIA - fahfal Weft 
fr) Date of cvnroencement of drilHnx. 
<b) Location of well. 
If) Obligation depth. 

9. Artide VLBJ^b) • Subsequent Opcracoos • Enter penalty percentage at agreed to by panics. 

10. Anidc Vl.C. »Takmg Production In Kind • If s Gas Balancing Agreement a not in existence nor attached hereto u Exhibit " E " . then UK 
Altemsre Page 8. 

11. Artide VTI.D.1. • Limitation of Expenditures • Select option as ajtreed ro by ptrtie. 

12. Article VILD.3 »Urnrtitinn of Expenditures • Enter limitation of expenditure of Operator for single project and amount above which 
Operator aay furnish information Ar'E-

13- Article IX. 'Internal Revenue Codr Efaaiori -Deiett this artide in the event the ajtreemenr U a T«* Pwtnerihlp and Exhibit "G" ii *r 
tached. 

ArtSrfcV »Httmi tmA Tn*i«r*. fnm dafm limit u itreed ro by paries. 

13. Artide XTO, • Term of Ajrreemant: 
(•) Select Option at agreed to by panics 
(I) If Oytl&a Ke. 3 at aaluatod. tntor tfrood number of diyi in rwn (?) hhmri 

16. Artide XTVJ • Govern Ine Lrw . Eater testa as agreed to by parries. 

17. Signature Page Enter effective data-

* mmmMmmMmmm>*,mtmv. v 111111111111 wii'i \4W<mW3mWtmW> 



FORM 610 • MODP *ORM OPERATING AGREEMENT - I9tv> 

TAJDLE OF CQMTEIvrrg 

L DEFPaTIONS 1 

IL EXHIBITS 1 

PL INTERESTS OF PARTIES 2 
A OIL AND GAS INTERESTS 2 
8. INTERESTS OF PARTIES IN COSTS AND PRODUCTION 2 
«L WOS33 ROVALTC5C, OVETinmiNC llOVALTTSS AMD CrTHffP PiYMFVTS 2 
D. SUBSEQUENTLY CREATED INTERESTS 2 

IV. TTTLCC , 2 
A. TITLE EXAMINATION 2-3 
B. LOSS OF TITLE 3 

1. ftUnn ol Tttk 3 
2. LOB by Non-Psymerrt or Erroneous Piytneni of Amount Due 3 
3- Other Losse* 3 

V. P2EEAIPR 4 
A- DESIGNATION AND RE5PONSTBTIJTIES OF OPERATOR 4 
1. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR 4 

1. Resignation or Removal of Operator 4 
2. Selection of Soccactor Operator 4 

C. EMPLOYEES 4 
O. DRILLING CONTRACTS 4 

VI. DRILLING AND DEVELOPMENT A 
A INITIAL WELL 4.5 
»- SUBSEQUENT OPERATIONS 5 

1. Proposed f̂ erettonj 5 
2. Operaricfis by L o Una AL' Pirrit? 5-6-7 
3. Somd-By Time 7 
4 Sidetracking 7 

C TAKING PRODUCTION IN KIND 7 
D. ACCESS TO CONTRACT AREA AND INFORMATION 8 
E ABANDONMENT OF WELLS 8 

1. Abandonmerit of Dry Holes 8 
2 Abandonment of Wells thst have Produce! 8-9 
3. Abandonment of Non Consent Operations 9 

VIL EXPTrVDITURES AND UAB11TTY OF PARTIES 9 
A IiABILrrv OF PARTIES 9 
B. LENS AND PAYMENT DEFAULTS 9 
C. PAYMENTS AND ACCOUNTING 9 
D. UMITATJON Of EXPENDITURES 9- j 0 

1. Drill or Deepen 9-10 
2 Rework or Plug tUck 10 
3. Other Operations 10 

E. RENTALS, SHUT-IN WELL PAYMENTS AND MLN1MUM ROYALTIES 10 
F. TAXES 10 
G. INSURANCE 11 

Vm. ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 11 
A. SURRENDER OF LEASES 11 
B. RENEWAI OR FVTFNSION OF 1F ASPS 11 
C. ACREAGE OR CASH CONTRIBUTIONS [ [ [ 11-12 
tt. MAINTENANCE OF UNIFORM IN IUOri j 2 
E. WAIVER OF RIGHTS TO PARTITION ^ ... 12 
F. PREFERENTIAL RIGHT TO PURCHASF 12 

EC. INTERNAL REVENUE CODE ELECTION 12 

X. CLAIMS AND LAWSUITS £ 1 3 

XI. FORCF, MAJEURE £ 13 

JUL NOTICES J|r~i3 

Xm. TRIM OF ACTWHUFNT 

30V. COMPLIANCE WITH LAWS AND REGULATIONS .^J^/l< 
A. LAWS, REGULATIONS AND ORDERS g£rr^§$U 
R GOVERNING LAW fV.i;J:'>^4 
C HCCULATOHY ACENdEt 

XV. OTHER PROVISIONS T/^i lS i^W 

XVI. MISCELLANEOUS C ' . ' ' , ^ . 1 . 5 ' " . 

11 



AAM. FORM 610 - V "OS. FORM OPERATING AGREEMENT-1982 

OPERATING AGREEMENT 

1J T^P* ApyEMEVT. i w ? lain MM! I f — P r o New MPYI Tr„~ 
fc. Palace A v e . . Santa Fe. NM «7qm heremite d a ' r W aad 

Mimed to as *X)peratar'',aDd ibt tigattory pan/ or eareaa ether dun Operator, taurimm htrtkahe rs*VraJ ta individually herea 
• *TteerOp««or,^«BO tabevaeh; a >T4c»0|<<nten<'. 

Wn>iESSETH: 

it; WHB12A9, »U i» lU. ^ . ^ . M *M a»aa» rfrfaJpc W « Ml end fn am run in rV hnrl aVnrifi«l m 

12 ftwdueasn of oil aad gas» *e M t aod as t*rtto«r«r provided. 
15 
14 l*V,THmFOU±kkw?mtmUiHi i 
13 
M> XMTiaMI 
1 7 «racnor>i5 
I f 

19 A » a a d a t t t a * w m c ^ f e U t ^ 
20 A IW tara ' t i aad fat" ahai aaaaa cfl, gas, tmiaghaad au. fa* ntrfrrr—. asd aO other Iqaid ar gaseous hydrocarbons 
21 aaai other eosrtetshte tulstaiii u produced therewith, aalaa aa hraeu ao fcafa the >• Vial ain it of ch* tern at aptdfictlly ttned. 
2? 1. T k t m »W aad fat laaat", lease" aaad «1aaaehoid" a M mmm fb* aQ aad f u laaaa cmriag tracu of and 
21 lfw^wtthm tteOjturaa Am whi* 
14 C T V term ~W aod fat aacaraaa" aaiO aaean swJaawa] Jar aaal aawaJ ktarua ia araaa af fend lyiog wrote tha 
23 Caaama Am which an owoed by pana* ao thia agreement. 
26 D. Th* ttra "Conema Araa" ahall asean aO of At lands. oD and gas leasehold satarttts and oD and gu interests Blended to he 
27 aVvatopcrf aad operated sat oC aoJ ga purpose BBQW pis agreement. Such hack, of and JBJ 1—ehcVf fateraso. and oil and est t w o 
21 are waxrfbed in Exhibit "A". 
29 E. The ara "drilling •edt" ahall mean rhe area toted ior the aVittng of ooe w«0 by order or tale of aay sate or 
90 * atdert! body hering authorrrr. B a drShr̂  teak is sot fixed by any ancs rale or onicr, a criBmg uah ihjH be the drillinj una u establish-
y ad by the patten of drfllrnj as the Contract Ana or as fixed by express agreement oi the Drilling Parties. 
3?. F. The tem "drflkrfre" Mall mesa the c£ aod cu laaat or amerce: an which a proocacd wcS a to be located 
93 O. The terms "Drilling Party" aad 'tteatxmag Party" shaD mam a party who agrees to pan ia aod psy ia thax* oi tht con of 
94 aay caeraoon conducted vender tha provisioni of tha agreement. 
93 H. The MRU "Nm-TkSHai Parry" aad *?dc«<taacnttng Party" abaS anoas a party who efcm act to caroctpat* 
96 an a iraposed ocenroon. 
97 
96 Unless the eaotext otherwise dearly Indicates, words aard in the atngukr iadudc the phval, the plnral •u-t<»<t the 
99 aangnkr, aad the neuter gesda sncluoet tht mucufc* asd the feminine. 
40 
41 ARTICLE D. 
4 2 EXHIBITS 
43 
41 The fallowing exh&fn, aa indicated below and attached heme, tn iutorpaated in and made a pan hereof: 
43 O A Exhibit "A", ahaS aadude the faibwtrte. farormttton: 
46 P) MrrtHficsBon of leads anbjen to this agreement, 
47 (2) Restrictions. If any, aa ts depths, fcrnu lions, or —<—-~—, 
4fl 0) rtrccBttges or fractiona! aetareso of parses tn taw 
49 W 02 aad gas leases and** aS aad gas sotereso aoe^ ao thtt aaraement, 
90 (3) Addraascs ef penes far aorxr porpoaa. 
91 E B EahJhit "B". Form of Lea* 
92 © C Exhibit " C \ Aaountlflg Procedure. 
33 • D. lahflat *t>", laturaoce. 
94 © t Ishfttnr.GeeBektemg A^raansem. ~ 
93 • F. Exhibit *T". haaa-Daoicaaaation aod CanaScaiion of NoerStgi tgatcd FaoKnVn 
96 D C . BKbJbk M C " , Tax Paruaership. 
97 * any arovWon of any aabibiu Mcept fidUbes " I " aad " C " , k fctcanabsent with any probation oncnaxoed faJ&t body 
91 at*mat aareemeBt, tbe prorkuuui fe the body of tha agrawramt ahaH prevail. 
99 

el 
62 
*3 
44 
i i 
66 
67 
68 
69 
70 
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1 ARTICLE ID. 
a INTERESTS OF PARTIES 
5 
4 A. (KI aai Gm mmm* 
3 
6 * a?tf petty eavta^tfaad eat a ^ 
7 tjaxfeWe^tkasmfa 
t VMS he tweoed td o n loth *e ttwaky knave, rmtnti fa tut* imm aad me loans of the aaaec themusder. 
9 

10 B. fcaawett oi rVtfat it Com aa4 tVratarrtnetr 
11 
12 Uafaa dtango! ty other art̂ wfaca, tS earn and aWKtirs latarrad fa opcrttiaoi anon that •freenem ahall be borne aai 
13 aaâ aadaDeaoiaaMBMaodaaaw 
14 aV*fafcddbii"A^aa0VroB 
25 as reservpH in I P ^ ^ Q .which abaU be born* ai bewularaet farth. 
16 
17 aUgxrdJeas af which party laa aaaarfimad the saasefs) andfcr al aod aaa fnaja*f>) hereto aa which royaty a due and 
11 fayahU, each pany aatUiedttra^ 
1$ eauetmbeeeidecayivart^^ 
20 ajthar parries tret (rom aay aubOrty eWefar. No parry shaH ever be ftajmeaabk, aoweve, on a price baah Wghtf than th* prux rmadved 
21 â  ao* party, a> aery atl»Bany^a»» 
22 aaiJ'I aailaaaii oa a higher price baais. tV|wrry rrwrferuig the afitcwd W» shaH bear the tcdiaceal royahy burden tnributthlc to 
23 atach high* prfce. 
24 
23 Nothing cootalaad fa thil Article VLB. aheS be daimad aa aarixnmem or ero»<*wgnment af tmeress covered hereby. 
26 
27 C laoaai Royahi**, Ovasiidiag Itaythiet aad Other Payments; 
28 
29 IfaVat changed by other arovfaiora. H the feterest of aay party te any kaae covered hereby ia aubjen to any ru>i!t> 
30 awerridfag royahy, production paytneni or other burden on production m azecat of the amount stipulated in Arriclr ill 6.. auch party »• 
91 bxtrdetted thaS aauua* aod atone bav aO auch eareaa oMigtrinns and than fadeennify and hold the other paniet heme harmless from ar> 
92 aod aS rliirm aad demand* for payment aaarntd by owners of auch exes bordan. 
35 
94 S. SebtaqoearJy Craned lataraetii 
33 
96 V any parry chould betetfu treat* an overriding royalty, production payment or other burden payable out of product* 
97 attributshle to hi we<rfcing faterot hereunder, or if auch a burden cawed prior co this agreement end U not set forth in Exhibit "A", c 
95 W«B not disdosed tn writiaf to aO other partus priur to the eeecutton cf this tgrcemmr by aD parties, or it not a family acknowledged rr 
> * — r u J *H+iCtM mt .tl r M l « { « | trrnnrr h m „ 9 \mmJ, ,J l * ir-t-iirtl In It "wthvfflirnrlt (TrUtrtl mrfTflrt" tTrt iPtan* of tr 

40 »5mmg ef to creation and the parry out of whose wcefang anterau the subseauenuy eraated mrrrau a derived being herensiter refem 
41 to at "'burdened party"! and: 
42 
43 1. If the burdened party it required tmder mil aiy eeo nn to assign or reuoqukh to any other parry, or came*. aS or a pore 
44 af in worxing merest acuta* the production attributable thereto, aaid other party, or parties, ahaU receive said assignment and 
4) puduaion free tad clow of arid auhaequenrly eraated autrest and rhe bunkoed pany thall indemnify aad arve said other par 
46 aw parties, harmata inn any and al efabza aad demaaai far payment atmrawl by owoen of me aubaaouendy created mtere 
47 «J . 
48 
49 i If aSe bordened rany halt so say, wb*B ^ 
30 artfercnahlr agsiost the aeJtaaauencfy created mterest ta (he same menocr at they are enforceable against the working iaterer 
31 th* aasrdeeed party. 
92 
5} AKT)Cl£ IV. 
94 TTTIXS ~ 
99 
96 A. Tide Prafflbatioei 
97 

T" 
98 TeU awMaatioa chafl ba "«vV «r> «** ArfTWtr ri wnj pna>wd vrS prior k> eaoumscerritnt of drulinx opersrinru a 
59 tV DeSEag Perries so renjocst, tnat exanucation team bt made on the toaso> audAa all auJ sja* ituwwUt MMUKJ, W li«AuJ u \ i iax 
60 ad, fa the tbillmg unfa around auch well. The Opinion wffl faduot mc owncrstUfi of she working mccrett, tmnerab, royahy, aWri 
61 fcytlry and prad&cTiOB paymetiu aadar th* applicable m*a. At the tunc t wdD a preooaed, each party coctributme icaaet andJbrt£ 
62 fai awero to the tailxitt, w 
65 aaBoro). thle aptefatu, title papers aad curative materia! in fas poeataeion free of charge. AS such faformsriao not in th* poateeaon: 
64 aaad* rra&abk to Operttor by the tardea, but attceaury far the exxsnrumco of the title, ahall be obtainad by Opera torjCtp&or 
65 cause JJe tu le !—11> *U»»»/« <a ju tuS u by awaiâ  ataa eye. Cap'w af aD tttla ê tnJom rhiTl ha nrrnrth>r1 ihf*rh r 
66 aatreco. Th* coat iocurred by Operstor fa ttus tiile prcarsni ahai: te borne « faOows. '~t f"' 
67 \ r - ? 

66 D Oodon No. 1: Osarj factored by Operator fa praeariag aianrecu and title otamfaatfan OnHiidfrvg prahramary, attuyavk 
69 ajxot-fa gai royahy astaJoas aad drftsfon order title cfcatoru] shst be t pert of th* a*nminrmove orerhead at pysJtir^TJriiurr'; 
70 aod thaS oot be t aVtct datrpt, vhether partiiueJ b; Operiror't icef enoroeyi or by ootsde sttoroey]. !. t v . . -2-
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ARTICLE IV 

coatinued 

1 • Option No. 2: Com mrurrtd by Operator b procuring abstracts aad tm paid ouoide attorneys (or title examminon 
2 (inciodinj, preliminary, MppiemastaL shut-m gu royalty opinion* ar*j otvoion order due uyl>duu») »MI U. I , ll- D.3L»A Paa*** 
3 in the proportion that the interact of each Drilling Party hetn to rhr tout interest ot ail uniting ramies ts such tntaou «in<uu iu CA-
4 tntxt **A". Operator shaO tuakr uu vlwp La *c< .^w <ualLr<d hy he nJ( atuxatyv or other pnnm»l in rH* rninnrumrr nf the above 
3 tWtiont. 
6 
7 Each parry shall be responsible for securing curative marter and poollne. amendments or agreements required in conntxiion 
1 whh teases ur oil aad gu interests contributed by such party. Operator shsll be respomibk for the prepsrauon and recording of pooling 
9 tleai/mationi ur uVckrations as weH at the conduct of hearings before governmental agendo for the securing of spacing or pooline orders. 

10 This shaH not prevent any party from appearing on hs own behalf at any such hearing. 
1J 
13 >!• •»•• «t»u V. ArilW fm, «K* r/witnrt Am, iiftri! »hrr ([) rhr title to the drilbiie pr drilling unit has been examined a* above 
13 provided, tnd (2) the ihie has been approved by the examining attorney or title hu been acceptvd by all oi tht parries who arc to par-
14 debate ta the drilling uf the well. 
13 
16 B. Lots of Title.-
17 
IB x. rsalureuf TUk. SUMIU *UJ vl •.>«! uU.u — \uu, WUIIMV rfun*u,Uj U*i .l,,..,ut, f J,„. , i r.iV. which Vmntilnin n 
19 reduction of interest trom that shown en Exhibit "A ", the party contrtbuong the affected lease or interest atull hive ninery (90) days 

- 20 from final ceterrnlnaoon of title failure to acuuire a new lease or other instrument curing the entirety of the due failure, which ecuuiii-
21 tfon wiD not be subject to Article VTTI.B., said failing to do ao, this agreement, nevertheless, thall continue in force as to atl remaining oil 
22 aad gu leases aad interests: and, 
23 (al The parry whose oD and gat base ar interest it affected by the rhlc failure shall bear alone the eurlr* loas and it shall not be 
24 entitled to recover from Operator or the other parues any development or orxrsring costs which it may have theretofore paid or incurred, 
23 but there shaH be so additions! stability on its part io the other parties hereto by reason of such tnle failure: 
26 (b) There shaH bt no retroactive adjustment of expenses incurred or revenues rcoaved from the operation of the interest which hs* 
27 been lost, but the interests of the parties shall be revimJ on an acreage basis, as of rhc rime h is determined mull) that title failure has oc 
28 curred. to that the interest of the party whose kaae ur interest is affected by the title failure will thereafter be reduced in the Contract 
29 Area by the amount of the Interest bit; 
30 (c) If the prcawruonste mtercn of the other parrioi hereto in any producing well thcrrtolore drilled on th« Cant/act Area it 
31 increased by reason of the title failure, the party whose title has failed shall receive the proceed* attributable to thti increase in such m-
32 teresi (less costs and burdens attributable thereto) unci! it has been reimbursed for unrecovered cant paid by it in cormaction with such 
33 watt; 
34 (d) Should any person not a party to this af/eernent, wfau a determined to be the owner of any interest in rh* title which ha* 
35 failed, pay m any msnner any part of the eost of operation, devefopmenu or equipment, such amount shall be paid to the parry or parties 
36 who bore the costs which are so refunded; 
37 (a) Any liabiliry to account to a third parry for prior production of oil and gas which arises by reason of title failure sh*U be 
38 borne by the parry or parties whose title failed in the tame proportion* in which they shared in such prior production; and. 
39 (I) Na chufjjo choll be made to tht joim irmnnt tnr Ir-jal nrpmv̂  fm nr vtorin, in ronnreiiK! Will) the defense uf the interest 
40 daimed by any parry hereto, it being the intention of thr panics hereto thst each shall defend title n> its mterest and heir «ll expenses in 
41 txemecrion therewith. 
42 
43 2. Lost by Non-Payment or Erroneous Payment of Amount T>ir: fl, through mistake or oversight, any rental, shut-in well 
44 payment, minimum royalty or royalty payment, U not paid or ii erronrniuly paid, and as a result a lease or interest Huron terminates, 
45 there shall be no monetary liability against the parry who failed to make turn payment. Unless the party who failed to make the required 
Aft ravmnrr vnrrn n nr* htv mvrrinc the ttmt ItKCfCft. within ninet> Q0] days from the discovery of the failure to make proper payment. 
47 which as^' 1"" »'D AM b< subject *a A«iele VTH.B., tfco mturwtr of tha ooniat fh»H hr r̂ viuvl nn an arrmcr ham effwrK'f as nf the 
48 date of termination of the lease Involvad, snd me party who failed to make proper payment will no longer be credited with an interest in 
49 the Contract Art* on account of ownership of the lease or Interest which has terraintred ln the rvent the party who failed to make the 
50 required payment shall not have been fully reimbursed, it the time of the losx, from the proceed* of the sale of oil and gu attributable to 
51 the lost interest, ealculited on an acreage basts, for the development and operating costs theretofore paid on account of such mterest, it 
32 ahall be reimbursed for unrecovered actual costs theretofore paid by it (but not for Its share of the cost of any dry hole previously drilled 
33 er wells previously abandoned; from to much ef the foltowing as is necessary to effect reimbursement: 
34 (a) Proceeds of oil and gas, seat operating expenses, theretofore acrxuad to the credit of the lost interest, on an arragr basis. 
53 op to the amount of unrecovered costs; 
36 fh) Proceeds, lest operating expenses, thereafter accrued attributable to th* kttt interest on an acreage basis, eenhar portion of 
37 oft and gu thereafter produced and marketed (excludme. production from any w*TU mercafier drilled) which, in the absence of mirh leavr 
38 txmtirution. would be attributable to the lost interest on an acreage basis, up to th* amount of unrecovered costs, the proceeds nf aaid 
39 pordoo of rh* oil and gas to be contributed by the other parties in proportion to their rcspeerive interests; and. 
60 (c) Any monies, up tu the amount of unrecovered costs, that may be paid by any parry who is, or becomes, the owner of the.intere.tr 
61 fort, for the privilege of participating in the Contract Area or becommi a party to this agreement. T, 
62 k 
63 3. Other Losses: All tosses incurred, other than those set forth in Articles IVJ l . and IV.D.2. above, thall be foofrhrswes 
64 aod shsu be home by aU parries m prnpuruon to their interests. There shaD be no readjustment of interest; in the remaining 'rfcrnon oi 
63 tbe Contract Arte. *f'• 

70 Vr»-
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ARTICLE V. 
OPERATOR 

A Designation and KtwpoctlbDMm of Operator: 

P r o New M P v i m T n . jthiubcthc 
Operator of the Coorrmo Am. end thill conduct end direct tod have full control of ill caperrriuru oa the Contract Am as pertained and 
acquired hy, tad within the baits of thit agreement. It shall cocdua aU such operations in a good and worbnanuke tattmrr, but it thall 
hare ao liability as Operator to the other parties ior kanes sustained or EabGido incurred, except such as may result from grots 
awatifeace or willful raJecondun. 

B. KratanSTtJoo oe Eenxml af Operator aad Selection of Successor; 

1. Kctiinat'on or Removal of Operttor Operator may resign at any time by giving written aodce thereof m Nor Operators. 
K Operator terminates its Vets] existence, ao longer owns an Interest hereunder m rhc Contract Am, or is no longer capable of serving as 
Operator, Operator aaaO be deemed to have resigned without any action by NcnOrCTton, except the selection of a successor. Oparatur 
may be removed if It aula or refuses to carry out its dun's* hereunder, or becomes Insolvent, bamarupt or b placed in receivership, by the 
affirmative vote of two (2) or more Non Operator! owning a majority mterest based on ownership as shown on Exhibit "A" remaining 
after exdudkig ihe voting interest of Operator. Soch resgrurn'on or removal ahall not become eflecdTe anal 7:00 o'clock AM. on the 
first day of the calendar month following the expiration of ornery (90) days atter the giving of notice of resignation by Operator er action 
by the NOT Operators to remove Operator,, unless a successor Operator bat been selected and asaumes the dudes of Operator at an earlier 
elate. Operttor, after eflecu'vt date of resignation or removal, ahall bt bound by the terms hereof as a Noo Operstor. A change of a cor­
porate name or structure of Operator or transfer of Operator's interest to any aiogle subsidiary, parent or aueceator eorporaoca thall not 
be the basis for removal uf Operator. 

2 Selection of Successor Operator Upon the resignation or removal of Operator, a successor Operator thall be selected by 
the parties. The tucoaoui Operator ahall be selected from the parties owning an interest hi the Contract Area at the time tuch successor 
Operator Is selected. Tbe successor Operator thai be selected by the affirmative vote of two (2) or more ptrrie* owning a majority interest 
based oa ownership as shown on Exhibit "A"; provided, however, if an Operator which has been removed fails m vou or votes only to 
succeed itself, the Warsaw Operator shaH be selected by the affirmative vote of two (2) or more parties owning a majority interest based 
on ownership as shown on Exhibit "A" remaining after cxdoding the vodrtg mtvrest of the Operator that was removed. 

C Employees: 

The number of employees used by Or*r*rr>r in ecechiciing opersriwu hereunder, their selection, and rhc hours of labor and the 
etrmperiwrton for services performed shall be ô tcrminod by Operator, end all auch employees shaH be the employes of Operator. 

O. Drilling Omtraeu: 

All wells drilled nn the Contract Am shaD be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
desires. Operator may employ tm own tools and equipment in the drilling of wells, but hs charges therefor shall not exceed the prevailing 
rates in the area and the rate of snrb charges shall be agreed upon by the parries in writing before drilling operations air commenced, and 
audi work thall be performed hy Oraiaiur under the tame terms and condition! as are customary and usual in ihe area in contracts of in­
dependent contractors who are doing work uf a similar nature. 

ARTICLE VI. 
DRILLING AND DEVELOPMENT 

A Initial Wellt 

On or before Ae 31s t^.y ^ December 
tfl aad gas at rhe following focarJon: 

T25N, R l i w 
S e c t i o n 5: SW/4 

., 19 22, Operator ahall cornmenc* the drilling of a well for 

aad thai] thereafter etmtinue tbe drifting of the well with due dmgence to 

be 
the base o f t h e F r u i t l a n d f o r m a t i o n at about 1 400' 

neath t h e s u r f a c e j ^ * 

tmlrxt granite or Other r**cticxlry impenetrable substtnee or condrdon in the hole, which rendm further drilling unpractical, is en 
countered at a baser depth, or unless aS parties agree to complete or abandon the well at a I depth. 

•» i / f . . » ' . 
Operamr shaH make reasonable tzsa of aD formations encountered during drilling which give truncation ^'cceutnini oil and 

gas in quantities atffirvnt tn test, unless tho agreement shall be limited In in appucstion to a tpecific formation e»'fossf̂ ti5u,,W which 
event Operator shall he rtxprtred to teat only the formation or formations to which this agreement may apply. .T^^gS- tT-

< 

• 4. 
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ARTICLE VI 

If, n Opentw'i judgment, the well wfD not Ctfodunr oU or pa ta paying quandrJes, end it wishes to plug end ibarirjon the 
«e9 as a dry bole, die provisions of Article VLE.1. shall tbtreafrer apply. 

B. Sobsecroent OpentIons i 

1. rVcrrW OpfTsnnns: Should « y party hereto desh-r to drill any well on the Contract Area other than the well provided 
tor an Ankle VIA, or to rework, deepen or plug hack a dry hole drilled at the joint expense of aE parties or a well joint)* owned by ill 
the parties and not then producing m raring quxnrines, the parry drriring to drill, rework, deepen or plug back such t wtD shsll gjv? che 
other parties written notice of the proposed operation, tpcdfyto* rhe wnrV ao be performed, the kxatioc., proponai depth, objective forms 
tion and the esti mated coat of the orjersoon. The panics rcetrviajt tuch a notice aha!) have thirty (30) days after receipt of the no tier 
aafthfr wKW-h tn nentfy the parry wishing to do the work whether they elect to participate m the cost of the proposed operatioc. If a drill-
kg ris; is on location, notice cf t proposal m rework, piug back or drill deeper may be given by telephone and the response period shaD be 
famed so fcrry-righi (48) hours, exclusive of Saturday. Sunday and legal holidays. Failure of a pany receiving such notice to reply within 
the period above fixed ahaH csestituce en cfcafon by that party not to patrddparr m the cost of the proposed operation. Any nonce or 

gfven by telephone ahall be promptly confirmed in writing. 

If aD parries elect to participate m auch a proposed operation. Operator thall, within ninety (90) days after expiration of the notice 
period of thirty (30) days (or as promptly at poasible after the expiration of tbe forty -eight (48) hour period when a drilling rig is on loca­
tion, as the case may be), actually commence the proposed operation end complete h with due diligence at the risk and expense of all par 
ties hereto; provided, however, aaid rr"""MrM*Tnt*w date may be extended upon written rjooce of tame by Operator to the other pames. 
fx a period of up to thirty (30) adcHrional days if. In the sole opinion of Operator, such addmontl time a reasonably necessary to obtain 
permits from governmental authorities, surface righti (including rights-of-way) or appropriate drilling equipment, or to com pirn' title ex­
amination or curative marter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI. if the 
actual operation has not been commenced within the time provided (including any exnmsion thereof as apeciflcally permitted herein) and 
if any party hereto tuH desires to conduct laid cfuratiun, written nonce proposing same must be resubmitted to the other parties in accor­
dance with rhe provisions hereof as if oo prior proposal had been made. 

2. Operation* by Less than All Paro'es: If any parry receiving tuch nonce aa provided in Article VLB.l. or VD.D 1. (Option 
No. 2) elects not to reu-ricipaie in the proposed opera tion. then, in order to be mailed to die benefits of thia Article, tht party or parties 
giving the nouce and auch other parties as shall elect to parridpari: in tbe operation shall, within ninety (90) days after tht expiration of 
the notice period of thirty (30) days (or as promptly as possible after the expiration of rhe fony-eighi (48) hour period when a drilling rig is 
on location, as the case may he) actually carnmesct the proposed ĉ erarton and complete ft with due diligence. Operator shall perform aU 
work for the account oi the Consenting Parties; provided, however, if no drilling rig or other equipment is oo location, and if Operator is 
a Nra-Consenting Party, the Crencnang Parties ahail either: (a) request Operator to perform the work required by such proposed opera­
tion for tht account of the Ccraenring Parties, or (b) designate one (1) of the Consenting Parties ts Operator to perform such work. Con-
aenting Psrno, when conducting crperarions on the Contract Area pursuant to this Article VLB.2.. shaH comply with all terms and con­
ditions of this agreement* 

If leas than all parties approve any uiuuoaeJ operation, the proposing parry, immediately after the expiration of the applicable 
•octet period, shall advise rhe Cceumtmg Parties of the total interest of rhe parties approving such operation and its reconunendatirm as 
ao whether the Consenting Parries thou Id proceed with the operation as proposed Each Ceatsenting Party, within forty-eight (48) hours 
tiexelutive of Sarnrday, Sunday aod legal holidays) after receipt of auch notice, shall nfviw rhc proposing parry of io desire to (a) limit par-
etipaaon to auch parry'i ntatreat as shown on Exhibit "A" or (b)carry its proportionate pan of Non-Coruenting Parties' interests, and 
lulurc tt advise the proposing parry shaD be deemed an elecuon under (a). Ia rhe event a drilling rig is on location, the time permitted for 
sach a response shaD not exoaad a total of forty-eight (48) hours finclutivt of Sarurday. Sunday and legal holidays). The proposing party, 
at its election, may withdrew such proposal if there it foxafhbent parodperJce, and ahaH promptly notify all parties of auch decision. 

The otrdrt east and risk cf corj&Ktuig such operations shaD be borne by the Ceatsenting Parties in the piupor&ons they have 
eaertxd to bear aame under the term, of the preceding paragraph. Consenting Parties shall keep the leasehold estates mvolveĵ in such 
oparitioru free and dear of aS best and eneumhreaces of every kind created hy or arising Irom the operations of the rv̂ yww'nj Parties 
X such an operation results in a dry hole, the Consenting Parties shall plug and abandon the weD and restore the surface Iocs riot at their 
aoie cost, risk and expense. If any weD drilled, reworked, deepened or plugged back under the provttiotu of this Artide resuhitn a pro­
ducer of oO andfor gas in paying quantities, the Consenting Parties shaD complete and equip rhe waC to produce at their aok cot&fd risk. 

• r r •» * ̂ +**+-t t' »'e\»v u • ^ •,*»>• 



• o 
1 .aaiaewattstdttok 
2 a i * t J p w t w t m t M 
4 and the Ceca»Tirini rtrw *u!3 own and be enrJoed » mrivt, is prcccrooe to tori; wtrxcwe fateretts, aE of aids Non<k*rot»g 
5 Parry's tettrett fa the w«3 » ^ then of trocWooc tfcrefrom tmnl tht proceed* d tht mle d m»* ttut, calculated at the wtE. or 
4 saariet atbx thereof If wash share a aet aold, fetter ateucriaji prixtuuion taxes, czxisc watt, royahy, evtrridiag royaJry and other in-
7 aareeatweaetftalt^Ar^ 
fl atari! a tavara) sSeS aasual (he total of caw aouowing; 
» 

10 
11 
13 fa) 100% of atch aoch Non-Ceaaaeaung Pany** aWt of the to- any newly acquired surface equipment beyond the wellhead 
13 -BoiasaieM l>rtrJ^ 
|4 fliai riaTiiini ranj'a atian of the ejoa of opertticc ofthe weD rsrnmencsng with firrt produeaoo aad continuing aetQ each auch Non-
13 Cooaaaat, Party't twft»ykthat tecemt ahall revert aa It atader other aroriaoru of thia Artide, h being agreed that each Ncm-
16 Cumuiiaig Wty'e abare af auch coto and auuiomeat tag be that fatcrnt which would have baan dtatyable to such r^Corttenring 
17 Party lad it participated at tbe w*B won iha aa$uvung of aW etiariuons; and 
Ui 

21 t > ) i £ £ . « af dtti aertaen af wwarkfag. wtepeaing. slugging back, letting aad twrtomg. 
22 aaiarawinnir^Bxrycaah« 
23 earni id the weC (ce and ae<iudmg the woBbaad uau>«,Uoi»V which would have been .maraeahl* to auch Ncc-Ceaasexrang Parry if it had 
a a i —^^.J^—»m m A -* * 
«#t yaBTDa^aaKUQ UawBUU. 

» 
26 
V 
38 Aa ejection not to tetrdctpate fa the drfltmr, or the oWpecdng of a weH shaH be dotted as atecrkm na to twrtidpatc fa sny re-
29 anaiiiu rr nliijjinj hart tfiritirai rarnfiriarrl In r irh a a ill rr nrrim r-r-r' '-'"i'x M — ^ - r f ^ " 
SO atmducud at any time trior to full recovery by the Conwtmng Karoo of the haoa^ientini Party *t iwauprnem account. Any auch 
91 arwip king nr ahijrjrm; hart aaasrsiico eneiduewd durfet, rhe nruuprnent period ahaH be deemed part of the coat of operation of aaid well 
33 and Aert shall bv added to the aorni to be rtcotrped by the Consenting Pirnes one hundred percent (lOOX)of that pceboc of the coat, of 
93 the rewcrtinj or plu«iflj bad cftnuon trhich would hivt been tmaTgraNi: to auch r*»<ixucntir>i Party had It participated therein. If 
94 aaeh a reworking er plugging bacV epsranon k proposed during auch rtcwrnrncnt period, the provisions of this Article V I J ahail be ap-
33 atfeabk at between aaid Ccc*e&rm£ Parties fa aaid well. 
36 
37 
98 
39 Oaring the period of thee rwartitmx Panics are mritlrd ao racei\t htaCcctentinc. Party's ahare of prtaJucuon, or tht 
40 pnxwdt therefrom, CeeLsectirtg Panies ahall be responsible tor rhr rarynvni of ail production, severance, excise, prhcring and othr; 
41 taxes, md tU royahy, ovijraiiag royahy and other burden applicable to Nr»n-T.nrijrT.tinj Party'i ihare of production not excepted by Ar 
42 akh>IIIJ3. 
43 
44 
43 
46 fa the ease of any reworking, tiugjtmj. back or deeper oVillmg opera tion. the Conseririnj VHraca ahall be perminrd tn oat, fre-
47 af east, all easing, tubing and other asaripmcnt to the wtlL but the e<wn<rship of all tuch equipment ahall rrmim oacnanged, and trper 
4f abandonrncm ef a weH after auch rt working, piuggiag back or orepr dnlu&g, the Ccetaenting Partiw ahaD account lor aU auch equip 
49 toast to the ewneri thereof, with carh pany raceivfag to aropornorart part fa kind or fa value, law con of salvage. 
30 
31 
32 
33 Within sem (60) shryi after tbe tvaraptrtion of any aaiiariim wader this Arriclr, the parry ctandurtinj the operations tor tt 
34 Gattamring rVoo ahall turafch each NoaCoatenting Party with an farventory of the equipment fa aad connected to the wall, and a 
33 awxriad torerncm of the txatt of uriUi&g. deepening, plugging back, ttatfaa,. ccartplecing. and eaprfapiag the well far prtxfucooc; or, at i 
36 avaiaa, the ccersring party, fa hcu of an itemized aratemcnt of auch otats of openbon, «wy »bmh a aetailed itatement of month])' be 
37 aags. Each aorrm tnreafier, aWring dat tame the Cooaentfag Parties art basaf rtimbursed at provided above, thê arty cooducring ti 
36 ttttradrxj far dat Ojrawntfaj, Paraas shall uarakh the hfaoCeeaeotfag Parties with aa twxmted Kantuem of all costs aad babnmas t 
39 aarred in the eajerrooo of the wrO, tnacther with a auternent of the quarrrhy of c£ aê  gas produced from ft and the amount af̂ rocee 
ffi sesuixed ima rist asle of the well'i wcrkirtg inierett procVxiicc during ehe pratsdmg month. Is detrrmmtng rhe quantity of 6D. and r 
61 arradDcrd during any asomh, CaBsestfag Parries ahaU star fadustry arxxpctd iwrhoot auch av hut act faahed to. nnnririg aVaerioc 
62 wefi tesa, Any amount rasEted from tht salt or rjrhr laarraitiiTi of equipment newly acquired m eesaaecuon wirri any aoch'opcnra. 
63 which would have Wen owned by l hkaCcjosenring Ptny had it taraê ated tbertsn shall be rredired agsmst the totai unreTâ frd m-

af tfat •'Ofi dont and ofthe aeruipment purchased in drrrmiaing when die tntensi of such N<xi-Gxtscrvring Parry shall rWen ro h 
63 above provided; aad M there at a credit balance, k shall be paid ao auch Non-Coo*entmg Parry. ^ 
66 ' /??±fk<i 

68 
69 



63 
64 
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ARTICLE VI 
mrinued 

1 Hand when the Censcatinxftro* itxnver from • SmCaosenmg Party *i fwSrjqulsbed interest the amounts, provided for above. 
2 the nfequisbed interna of auch r^<inaenrinj Party shall autormricaDy revert to it, and. from and after such reveriion, auch Non-
3 Conntmi; Party ahaH own the aame tatemt m auch weU, the material and equipment in or pertaining thereto, and the production 
4 therefrom as auch NcnCctitentlng Party would hive been entitled to had h peruripuied in th* drilling, reworking, deepening or plugging 
5 back of said welL Thereafter, auch Non-Caosenring Party shall be charged with and shall pay ic* proportionate pan of the funher costs of 
6 the operation of aaid WeH in accordance with the ternu of this agreement and the Accounting Procedure attached herrm 
7 
B 
9 

10 Norvrthttindmg the provisions nf this Ankle VLB.2. it it agreed that whhout tlic mutual consent of all panics, no wcUt shall 
11 be completed in or produced from a aourre ca* supply from which a well beared elsewhere on the Contract Area b producing, unless tuch 
12 wdD oaofcems to the liien-cxuung well itpsdng tor such source of tupply. 
13 
14 
15 
10 The provisions of tins Artide shail have no spphcation whatsoever to the drilling of the miuai well described in Article VI A. 
17 eacept (a) as to Article VHD.1. (Option No. 2). if eelraed, or (b) a* to the rework bg. deepening and plugging hack oi such initial wdl 
18 after k has been drilled to rhc depth specified in Article VI.A. if it shall oereaher prove to be a dry hole or, if miuaDy completed for r*r> 
19 arnrtira. ceases to produce m paying quinrinei. 
20 
21 
22 
23 3- Sttftd-By Tunc When a well vrhich has been drilled or deepened has reached ha authorized depth and all tesu have been 
24 txxapleted, and the result* thereof furnished to thr parties, somd-oy cocu Incurred paxJini loyuux Ui • »<*ny's OM>«* propound u 
23 tcworiung, deepening, plugging back or isrnpietmg operation in such a wcB shall b< charged and home as pan of the drilling or dcepen-
26 sng operation Just completod. Sund-by ccaa aubtequent to aO parues rasponding, or ezpiration of rhr response time permitted, whichever 
27 first occurs, and prior to agrvexueut as to the participating interests of su Consenting Parries pursuant to the terms of the second gram-
28 tactical paragraph of Article V1JJ.2, ahaU be charged to and borne as pat ol the propoaad operation, hut il me proposal ii subsequently 
29 withdrawn because of jjuuffidem paruciparJon, such stand by costs shall be allocated berweca the Gmsermng Parlies in the proportion 
30 each Consenting Party's interest ax shown on Exhibit "A" bean to the total interest st shown on Evhihit "A" of all Consenting Par-
31 ties. 
32 
3̂  
34 
35 4. Sidetracking: Except as hereinjtfter provided, those provuiocu of this agreement applicable to a "deepening" operauon shall 
36 abo be applicable to any proposal to cUrectiontlly control and mtenrforuliy deviate a well from vertical so ss to change the bottom holt 
37 location (herein called ''sUrrraddng'"), unless done tu straighten the hole or to dnl! around junk in rht hole or because a! other 
38 mechanical eftffindues. Any party hivlrj the right to participate in a proposed sidetracking operation that does not own an interest in the 
39 affected well bore at the time of the octet shall, upon electing to participate, ten da to the wcB bore owners iu proportionate thare (equal 
40 tn its interest in the sidetracking openttion) of the valur of thai portion of the existing well horr ro be utilized as folkrws: 
41 
42 
43 
44 It) If rhe rrrnprnal is for atdetradclng an existing dry hole, reimbursement shall be an the basis of the actual costs Incurred in 
43 the initial drilling of rhr well down to tht depth at which the edcrraddajr, operation it mituted. 
46 
47 
48 
49 (b) If the proposal b for aderrscking a weD which has previously produced, reirflbursemem shaH be on the basis of the wcH's 
30 sarrablc material! and equip meat down to rhe depth st which the sidetracking opera ri on k inJuated, derenruned in accordance with rhr 
31 provisions of Exhibit "C", less the easimatrrt am of salvaging and the estimated cost of phijynng and abandoning 
32 
33 
54 ^ 
33 In the event that rsotice for a sidetracking operation is given while the drilling rig to be utilized is on kjcauon, the response period 
36 ahall be urnhad to forty-eight (48) hours, exemsrve nf Saturday. Sunday and legal holidays, provided, however, any parry may request and 
37 receive Up te eight (8) addiriceui days after expiration of the forty-eigiu (48) hours within which to respond by paying fur all sand-by time 
36 incurred during soch numded respocae period. If more than one parry elects to take such additional time to respond to the notice, stand-
39 by ccaa shaH be allocated between the parties taking additional rmv- to respond on a day-to-day bash ln the rxopcrrion each ĉ Kting par-
60 ty's mterest as shewn on Exhibit "A" bears to the total mterest ts shewn on Exhibit "A" of aU the erecting parues. In alf other m-
61 atancs the response period tt t proposal (or sidetracking shaH be Hmhed tn thirty (30) days. A'. 
62 rf 

I 
65 C. TAXING PRODUCTION IN IQNDt H 
66 .-T-.TE£'-
67 Each party shall take in kind or separately dispose of hs proportionate share of all oil and gas produced from thtTDorjirect Area, 
68 exrhisive of produetioo which may be used in development and producing operctioni and in preparing and treating' oil and gas for 
69 tnarkansg purposes and production unavoidably lost. Any extra expenditure incurrad in rhe taking m kind or separne-duciOtiriDs by any 
70 parry of ro proportionate share of thi! production shall be borne by such party. Any parry talcing hs share of pTodtojorruvfĉ sbaU be 
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ARTICLEVI v 

emtbnsad 
! ncjirird to pay far only la prc«Cfrioruttt share of audi part of Operator's aurfacc ttcnmes wtrJch it oats. 
2 
3 Eacn party thaE tzaorte tuch dhrisinn orders and contracti as may be necessary for the tale of ia interest in production from 
4 the Contract Area, and, except at provided In Arririe V1LB.. thai] be entitled to receive payment directJy from the purchaser thereof for 
3 hs share of tU productice. 
6 
7 In the event any party shall fall to make ihe ariamutaaau necessary to take ln Mod or separately dispose of iu proportionate share of 
t thr oil produced from the Contract Area, Operator shall havr the right, subject to the revocation at vill hy the party owning it, but not 
9 the obUjatioa, to purchase soch oO or tell h » others at any time snd from rime to time, for the account of the nun-taking party at the 

10 beat price cbonnable fa the ansa far auch prediction. Any a»rh purchase or sale by Operator ShaD be subject always to the right of the 
11 owner of tbe production to tserriae at aay tiro* fas right to take an kind, or separately dispose of, its share of all oil not previously 
12 oelivered to a purchaser. Aay purchase or sale by Operator of any other party's share of oQ shaD be only for such reasonable periods of 
13 same as are consistent with the minimum neaids of the Industry under the particular circumstances, but In no cvvnt for a period in caress 
14 uf one (1) year. 
15 
16 fa the event one or more parries' separate dlsrnsrrion of io share of the gas causes splh stream deliveries to separate pipelines and/or 
17 deliveries which on a day-co-day basil far any reason are nor exactly equal to a party't reapecdvr proportionate share of uul gas sales to 
16 be allocated m ii, the balancing or aconunuaj between the mqicctrve accounts of the perries shall be in accordance with any gas balancing 
19 ajreement between the partiat hereto, whether auch an t/reernrm » attached as Exhibit "£", or is a separate tgreemvnt. 
20 
21 XX Access to Contract Art* aad mforaisticmi 
22 
23 Each party shall have access to the Contract Area st aU reasonabie o*mo, at its sole coat and risk to fnqxer or observe opera bora. 
24 and shaH have access at reasonable times to information pertaining to the development or operation thereof, rndiuhng Operator's books 
25 and rccordi relating rhcrvtu. Operator, upon request, thall rurruah each of the othar parties with copies of all forms nr reports filed with 
26 governmental agencies, dairy drilling repora, weU logs, tank tables, daily gauge and run besets and reports of stock on hand at the first cf 
27 «ach month, and thall make available samples of any cores or cutting* taken from any well drilled on rhe Conn-act Area. The cutt of 
28 gathering and furnishing Information tu NonOperator, other than that rpecified above, thall be charged to the Non-Operator that re-
29 quests the information. 
30 
31 JL Abandonment of WeHit 
32 
33 1. Abendowncnt of Dry Holes: Etcspt far sny weH drilled or deepened pursuant to Article V1.B.2., any well which has been 
34 drilled or deepened under the terms of this aereernent and is proposed to be completed as a dry hole thall not be plugged and abandoned 
35 without the content of all parties. Should Operator, after diligent effort, be unable to con tact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
37 tnch wrfl, such party shaS be deemed to hnvc consented to the proptacd ahartdonrncnt. AH such well] shall be plugged and abandoned in 
38 aewtumer- with applicable regulations and at the com, risk and expense of the parues who parnaprted in the cost of drilling or deepening 
39 such well. Any party who objects to plugjjing snd sbaauioning such wtTl shaH have the right to take over the well and conduct furthL-r 
40 operations in search nf oil and/or gas subject to the provisions of Artide VLB. 
41 
42 2. Abandonment of W«us thai have Produced: Except for any weD in which a Non-Coeaen': operation has been conducted 
45 hereunder for which the Consenting Part es have not been fully reimbursed as herein provided, any weD which ha* been completed aj. a 
44 producer shall not be plugged md abandoned without the consent of aU perrirv ll all parties consent to such abandonment, me well shall 
45 be plugged and abandoned in accordanct with applicabl* rcsrolanon* and at rhr coat, risk and expense of all the parties hereto. If, within 
46 thirty (30) days after receipt of rxrrjce of thr proposed abandonment ef any well, all parties do not agree to the abandonment of such well. 
47 (hose wishing to continue hs operation from the intervalU) of the frxmttion(s) mm npra m production shall tender to each of rhc other 
*8 parries hs proportionate share of the valuif of the well °t salvabJe material and eaulpment. Am ruined in accordance with the provisions of 
49 Exhibit "C", leas the estimated cmt of advaging and tht estimated coat of plugging and abandmmg. each abandoning party shall assign 
50 the aca-abandoning pema, without warranty, express or implied, ss to title or as to quantity, nr fitness ior use of the equipment and 
51 rnaierial, all of its interest in me well ant rdated emipment, together with io interest in the leasehold rsratr as lo. but only ai to, the in-
52 terval ur intervals of the formation or brmncma then open to production. If the interest of the a booking party is or includes an oil and 
53 gas interest, such party shaH execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
54 earvals of the formation or formations then open to production, for a (1) year snd so long rheneafrcr ai oil and/or gas is pro-
35 sfaced from the interval or intervals of live formation or formations covarvd thereby, such lease to be on the inm attached as Exhibit 
56 
37 
58 
59 
60 . iv 
61 
62 rv' 
63 ,T-~ 

64 
65 

" 
67 

68 

70 
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tvr*trauad 
j "il". Tt* assignments or leases x> limited jhaJ! era.TJii|asss the ' sbfflmg uah" tapon which the well * Ixaied. DM payments by, end the 
2 attigsoena or teases to, the assignees thai be is t noo beted upon the reurrnuhrp oi their respective percentage of parodrsuson tn the 
^ Contract Ares to the tî regaw oi tha percenuga ol parbcipaaoo tc the Cootran Area of all tssir̂ ees There sh*U be no readjustment i i 
4 fcteresaijime rrrraincig portico of rhe Garnet Are*. 

5 
A Themhrr, efairtrWirnf rtrrliro sits! fiiye 0? ftirtV iraponsibuuy, habfî y. or interest m ravrarion of or prprjurnon from 
7 the •eft in rho sBterval or mtervals then rjr*-n nthrr then rhc ruyalua retained to any leaae made under the terms of out Artide. Upon re­
el quest, Operator arum continue to upaau? die ruî nnl »iD L- uv *M«U»I af the non ehtmdctunj pirtir* st the rem imrl fhargra EBfr 
9 templatod by this aarccmeni, phis any addiuonat ccaa and chirr** wluoh may true aa the result of the separate ownerthlp of the assigned 

10 weH. Upon proposed abeadcament of the jtfahxsng mtemt(») taantoed or kwsed, the aaairnor or lessor shall then have the camon to 
11 repurchase iia prior kntemi in tbe well (using the tame valuation formula) and participate m further cficrarions meriin subject to tht pro-
12 riaions hereof. 
13 
14 3. AhaakruTient of Non-Consent Operations: The provisions of Artide VI.E.1. ur VTE.2. above shall be applicable ss batwaca 
15 Consenting Parties ir. the event of the proprned ahanoccmcm of any weil excepted from said Articles; provided, however, no well thall be 
36 pcrmefleritly plugged tod abandoned unVp and until all panics having the right to conduct further operation* therein have been nooned 
17 of the proposed abandonment snd afforded the opportunity to eiect to cake over the well in sreoruance with the rtrovisjoai of this Article 
18 V1JL 
19 
20 ARTICLE VD. 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 
23 A. IJsbfllry of Parti*: 
24 
^ Tbe Jlabfliry of the parries ahall be :ieveral, not joint or colVrrivc. Each parry shaH be responsible only ior its oWî tioru, and 
26 shaD be liable ot&y for hs proporiionatt' shart of the COSTS of developing and cfcrating the Contract Area. Accordingly, the liens granted 
27 among the parties in Article VilB. are given to secure only tbe debts of each srvrrally. It is not rhe mtannon of the partic* to create, nor 
28 shall this agreement be construed ts errs ring, a mining or other partnerihip or association, or to render tbe pardes liable at partners. 
29 
30 B. Liens snd Psyment Defaults: 
51 
32 Each Non-Opera tor grants to Operator a lien upon ro til and gas rights in the Contract Area, and a security interest in its share 
33 of nil and/or gts when can acted and lo rniercu in til equipment, to vrure payment of ra share of expense, rognher with intenot thereon 
34 at rhr rait providec! in Exhibit "C". To the extent that Operator has a security interest under the IWform QxnrjoerriaJ Code of tbe 
3' state. Operator thai1 be entitled to exerris.: the rightt and remedies of i secured party under the Code The bringing of a suit and the ob-
36 timing of judgment by Operttor for the secured Indebtedness shall not be deemed an election of remedies or otSerwcv affect the ben 
37 rights or security interest as security for tbe payment thereof, la addition, upon dufauh by any Non-Operator in the payment of its share 
38 of expense, Operator ahall have the right, without prejudice to other rights or remedies, to coI!n.i from tr* purchaser the proceedi from 
39 tht talc of such Non-Operator'1 share of oil andtor gas unul thr amount owed by tuch Nnn Operator, plus Interest, haa been paid. Farh 
40 purchaser shall be entitled rn rriy upon Ope/tror's written statement corkcerrting the amount al any default. Operator grants a like lien 
41 and security interest to the Nrm-Opcrauars to secure payment of Operator's proportionate share rJ expense. 
42 
43 11 any parry hula or Is oruM» tn pay its share of experue within sixty (60) day* after rend-tion of a aaurment therefor by 
AA Oparator, tht non-defaulting parties, rnH irlrn̂ ; Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
45 jh* knar en of each tuch party bean ro rhe interne of aU such parties. Each parry so paving Its share ef ihe unpaid amount shall, to obtain 
46 reimbursement thereof, be subrogated to the umirity rights described in the foregoini paragraph 
47 
48 C Payments and Accounting: 
49 
50 Except as herein otherwise sperificaJly provided, Operator shall prompriy pay and discharge expemacs incurred In rhe development 
31 and opcraripn of the Contract Am pursuant to this agreement and shall chargr each of tbe parues hereto with their respective propor-
52 donate shares upon tht expense besu provided In Exhibit "C". Opera ior shaTt kr*p an accurate record of the joint account hereunder, 
53 ahowing expense* incurred and chargn and credits made and received. 
54 
55 Operate, at ita election, shall have tha right from time to tunc to demand and rtorivr trom uv other pardes payment in advance 
56 of their respective shares of the estimated amount of the expense to be incurred in opera t ion j herrundcr during the next succeeding 
37 month, which right may be exercised only by subrmsbon to each such party of an itemiied statement ti auch estimated expense, together 
58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20ch day of the next preceding month. Each party shaH pay to Operator ra proportionate than- of sich esumete within 
60 fifteen (15) days after such estimate and invoice is received. If any party fails to pay ia share of said estimate within said rime, the.amount 
61 due shall bear interest as provided in Exhibit "C" turn] paid. Proper adjustment shaD be made monthly between advarmn and̂ ctual ex-
62 pensc tn Use end (hat each party ahail bear and pay in proportionate share of actual expenses incurred, and no more. ,rr" 
63 
64 D. Lncitatioti of Expandirarts; 't7| 

66 1. DriD or Deepen: Without thr ansent of aU parties, no weD shaH be drilled or daqauned. except any w«ll drilled or-'̂ deepCTird 
67 porsuant vo die provisions of Aniclc N/LB2. of this af/eemcnt Consent to the drilling or cSoepaung shall mctude'v: '.s. 
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I «**tpt. Such essaiejn, when aside, eSs3 sadoce crjeueat to til twextary fcrfeadirures for the aao t̂rtiax md ernuppt'rig of >ucfa weH. in-
9 tsWS&| aaetaetry tsxtkaj* fltdsy anrstec faHHttn fsjhrrc of any perry leceivtaj nch notkr tu rsyty * * P*Hod thnve fixed tha". 

10 tnt t imtvt i iato 
11 eto»mmcoc»r«f» 
U t*td"«t erjotaioed te ArricW V1A2. shell he areata*! to tadudt "wrmi lrrhu") thall sptJy to the rjreraoutri thereafter conducted by lew. 
I I wkeaatfstftJet. 
14 

• K X l c w i c r P l u e BtA:Whhctrt»Vtt>ttentrf 
16 ft+agxed back sartuant to rh* prtrriwoni of Article VLB2 of that sr>ccoem. Gaatent to the reworkmt; or Simula* htck uf • weU ih*n 
17 ewdaAdtweastryeayeyaoT^^ 
I t twd^Jtu^iwArkx 

19 
20 3. O t o OteratVsns: Wnhout th« anma of tfl earoet. Operator stall not aaadensite tny tfagfc troftct rtwontbly tstirrated 
31 * . ^ -> - j - ^ A ^ * fa, >J R A W n f h n n c x n ^ " " ^ ^ ^ DolUn fl 7 • 5 0 0 . 0 0 - ) 

33 tamctyt in tsstttxtatxa with t wett, tbe drilling, iwwerking, deepen mi. txesnjJrJfig. rtnxtrrJrtro|. or fAtggittg btck of which has been 
35 {""fettly tejthorixad by or esmsnt to Hut agreement; pronded, bowe««r, tbat. aa ctte nf esnJution. fire, fieod or other sudden 
34 eastsjesscy.wtwthartft^ 
33 «eWwttii*waiert»r*^ 
36 ferties. V Operstur prepares en authority for esyxaditurc {ATE) for bs t̂ rn MM. Operstor ttull furnish any hion-Operator ao icnucxuAt 
27 — t - s ~ ~ ; — .» >* r -^t-r—r— —'"I ~ - r ~ " "* F l v e Thousand anrl n n / i n n 
26 IWiin ft 5 ,000 .00 }bot less than theamacm first art forth shove ka thit paragraph. 
29 " 
90 at stcataJs, Shot-fa WaU Paymtots aad MsaJstttm Rnymlrieat 

31 
92 Icatals, tfctn-in well paytneuu. aod nvinimum royahies which may be rauuxred under the terms of any least shall be paid by rhr 
93 ferry or pardes who subjected such aaaar to this aareement at ki or their e*rrtu»\ bt tht event TWO or snort parties own and hare con 
94 Iributtd lutuiau bs the tame Isaac to Uta agreement, auch parties may orstgnstr am,-of tuch pan MI ts taakr said payrnenoi for and oc 
95 letulf of tO soch parties. Any parry may ntuuest, and shaH be entitled to recrrvt. jaroprr evidence of til auch payments. In the event a 
96 atfure te ssakr proper aerrmeat of any rettral, shut-in weD payment or t&mimutn royarry thrnujtrt misukt or overxirihi where such pay 
9? await it required to conrinue the iease In force, any has which resuhs irom soch aon-ptyrncnr shall be borne in accordance a-ith the prr 
91 wlana of Article IVJBJ2. 

99 
40 Operttor thaS notify N«-Operttor of the enneiparrd crjertpieTton nf a shut-in |ai weH. or the ahura&g in or rrrnrn to producrior 
Al af a proriucmx XXl well, at kam five (5) days (excluding Saturday, Sunday and Icyal uulidayiV or si rhc earliest opponunrry purmined b> 
42 ctretanaisjausv prsor to TtVinj tach action, but aasumcs no aability for failure to du su. tn the event of failure by Operator rn an no til 
43 >tVin-Opi-ritor, the leas of any base cuocruiuurJ lw> etu br N'M-Operiter for (aDurr ss snake Umclj paymonc of say thut-m well payrrus 
44 abaU be bnrnr family by tbe earbo herrto under the rrcwttvotu of Ankle TV.6.3. 
43 
46 7. Taaea: 
47 
a j a^BBjgi vitb fty fVrsr rsJrr«iar ywar afucr the effecrivc arte bartof. Operator than render for sd valorem tsxarim aS propen; 
49 awbpn to tha agruasuji wmch by anr aVsuld be randcred ior such taxes, aad it ahaC pay ail such ssxes aatrttrrf. tttercon before the 
330 larocoe deunqrarnt. Prior so the rendition darr, each r̂ 4cavOc«rttnr shall furnah Operstor triiormarfon as to biirdcu (to tndude. hut nc 
91 i t stsatad to, ttrjrtkiat, ovuikluaj royalties and rtrrstartion aaymanu) oo states and oD aad aat tmerrra etstrenbuied by tuch Nor 
92 Operstor. If tbe aajetttd vslnsnon of aay ieasehold esrate at raduced by twason of ht being Subject ta otreotnding excess ro>siu'et. over 
93 awSng royalaes ar production payuambv, tbe (eduction tn ad vaforcm taaaa raanhtng liauiJiuea ahaS teure to the benefit of tbe owner c 
94 astsstra af each laaathcikf estate, and Operator than adhtv rhr chsrar to auch owner or owners aa aa to reflect the benefit of auch reduc 
93 akaa. aT tbe ad vaaarern taxas are sswad ia whole or ia pan apon arnarstr valirtrirtit of each pany a workm| a t e a t then norwiinsuasdic 
96 asrything to tbe teaaarary awreia, Cturaas to the faint account shaTI he snack and said by the parries hereto In accordance with the ts 
97 assist assoaraatd by each party't working baron. Operator shall MD rhe other twxaas (or their proporoonate aharct cft>ll taa paymcrro t 

(0 V Operator entuadai any tax assesament toproper. Opaistor asey, tt bs tjtstieiksi, protest wbhin the om and jroannt 
41 geULiibed by krw, aad aroaecute the protest to t final itaarsasturaoa, asslett all parein agrrr to abandon the protetrt prior to fiful dete 
62 taJnitirri. Dorisg tbe seŝ deccy of adnunistrstmr or pssseJai proceedings. Opertier may elect to pay, under protest, all an eh taxeVand ar 
6J awanrcxt aad penalty. When any auch trcnested aastasmcnt thai have been finally determined. Operator shaTJ psy the tsa for thî bfnt a 
64 SBsm. asgcther with aery inttrcK and aexuUry accrued, and the sxal cost shaH then W aaaoacd agxirut the parrie;. and be paid by .there. 
63 P*** ia iatdbit "C". A • 

* ^ % 
67 aakh aarty ahaJ pay or eaesc to be paid aU etcafucricc, sevarancc, excite, nrheri(\f and other taxes imposed pr^^v^.fespeci 

6J ajt) aeesiacatst ar a^att^ 

*-̂ t-r. Y - r' 
•lf> 
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ARTICLE VH 
cotsdliiucd 

C. aawtrtneet *• 

At all times while operations are conducted hereunder. Operator (hall comply with the workmen's csmperiMtion ttw of 
the ttate where the rjperationj are being eecductcd; provided, however, that Open tor may be a sell-insurer for liability under laid com-
penaarion lawt in which event the only charge that ahall be made to the joint account thall be ai provided in Exhibit " C ' . Operator thall 
abo carry or provide insurance for tht benefit of the Joint account of the psrpcs at outlined in Exhibit '"D*\attached to and made a part 
hereof. Operator thall rtsiuue »H contractors engaged in work on or for the Contract Area to comply with rhr workmen's cr;rrrnen»aticn 
kw uf iLe aUU > U M the «ptf««isM IWC botna eaBcWnaJ and to maintain «vh nrhrr tnairsnrr tt Operator may require. 

In rhe rveni automobile public ILiMHty tniurance it traxified in laid Exhibit "D". cr subsequently receives the approval of the 
parties, no dtrm charge thai be made by Operator for premium* paid for auch inaurance for Opera tor's automotive equipment. 

ARTICLE Vm. 
ACQUL'.TTION. MAINTENANCE OR TRANSFER OF INTEREST 

A. Sarreasder of Leases; 

The ksues covered by thit agreement, eaaolar as they embrace acreage tn mr con tract Area, snaii uui be kuuuiJocJ iu •̂ •vi­
car k part tmlcsa all parties corucni filer eto. 

However, aooutd any party eettre to aurrenocr m minrx su any W*. U> tu *u; (wuwi J ^ ^ J , ».J U.v ,—iu ia aa« 
agree or tzsaseui ibaetu. llw j^iy Jeiiricg to surrnvicr shaD assign, without oxprarr. or implied warranty of tide, all of its intrrrM m 
tuch tease, or poruon thereof, and any weD. material ami equipment which may be located thereon and aay rights in production 
thereafter accurcu, to the parties not consenting to such surrender. If the mterest of tht assigning parry a or includes tn oil and gu in­
terest, tbe assigning party ahall execute and deb'ver to the parry or parties not consenting to such surrender an oil and gu lease covering 
auch oil and gas tnterot for a term of ime (I) year and ao long thereafter as oil and/or gas is produced from the (and covered thereby, such 
lance to be on the form scathed hereto ts Fihihit "R" llpnn such amgrimcni or lease, tht assigning party shall he relieved irom all 
ebU&u'otu mereairer teeming, but nee mere iota c accrued, with respect to the tuiereK aoî iwtl m L&K.0 nd Uic wŷ ^w.. d a / will 
attributable thereto, and the assigning party thall have no further interest in the assigned or iessrd premises and its equipment and pro­
duction other than the royalties mimed in any lease made under the terms of thw Article. Tbe party assignee or lessee shall pay to the 
party assignor or lessor the rtauunaule salvage value of the letter's interest in any weils and equipment attributable to the assigned or leas­
ed acreage. The value of all material shall be determined in accordance with the provisions oi Exhibit "C". less the estimated cost of 
wl.sjii^ tl_ Jjuuuui aaat af pluaj»»a *>J BIMMJUOUIA K tho «ti4T*,m"n» «' lanr* Ir In fn?rv nf mini- than mr rwrry thr tnrrrrU 
snaii Oe shared by such parties in chr proportions thai die iuuaot uf eau.li Lwi u> the total interest ef all auch parties. 

Any assignment, Vrssr or surrender made under rhi* provision shall not reduce or change tbe assignor's. leswr** ur surrendering 
perry "i aafetrar. at it wu Immrrfiamly fWnre tf * a^'fnmmi Irnv irr *irrrnrln in thr balance of the Contract Art*; and the acreage 
assumed, teased or surrendered, and subsequent operations thereon, ilull uut dicindn U. kuLjcu a, tht terms and previsions of this 
agreement. 

B- Renewal or Extension of Leasest 

If any parry secures a renews! of any oQ and gas lease subject to this agreement, atl other paruet shall be notified promptly, and 
shall have *t rigfci la? a period of thirty (30) doja follcm infl receipt of «»rn nrairr m tmirh rn rim tn rwrtirj|stir in rhr ownership pi fjir 
• w>«.»*l U^J.. .-—1. U_u ilium Imii «k» Caauwot Aron. *>•• rwii-fnfj m th* (Miry who vTrtitrcrl if ihn'r Wrral nrnrrr rrrrr 

— j fJ...,!*' ii i fi il i. if iiiiiiBitiii iiriiuni rtirm nihirti ftuill hit iri nrnriininn rn Ttir 
faitereso held at that time hy me panio> in the Cent;art Area. 

If tocno. km« Wz than aD, ol tK» ptrrin, rWi tn p*nirir«"# in t)v pnirhav- ftf a rwrs-al lra.U'. it thill be owned bv the parues 
arhri rtrT tn rrarrinnrrr rhnrm fn a nirin havd imm ihw relUlcnifup of ihci1 rc<pecn\T percentaer of parriapauon in the Conrrao Arc 
to the aggregate of the percent*ea of parriciparirm in the- Contract Area of all parries participating In the purehas.- of such renewal ICZK 
Any renewal iease in which leu than all parries elect to participate thall not bt tuhject to this agreement. 

Each party who participate 
by the acquiring party. 

tbe purchase of a renewal lcc*c shall be given an assignment of its proportionate interest thererr 

Tlre uiuvlaluok i i ibit Article shaD apply ae ruseW kv*^ wVilui lUy for tha tntira interest ewered by the crp'rinf too 
nr mrvrr iiilr a taniluu ts* iutaiawi suiulstni UfiT*<t> '<^«ti lust u*t* %t**.?r tne aaswauon of Iu prnlecrxror aui. ut utkani v 
conrractcd for within aix (6} momhji sfter the expiration of the exiedng lease shall be subject m thi. provision: but any lesse taken or cor. 
trsLtuJ tor more tnan tut (ojmorrtnit alter tne ezptrtnon or an eeunag *XK S/IUJI IKA IW umni-u • ICHC*>I IUK *I<0 u.̂ V|̂ v. 
the provislnns of dds â rreesueui. 

fir-

The provisions m this Article shall also be applicable to extensions of oil and gas lesscv 

C Axi««f • «• Ca«l> Caut/iba Li'aai, 

While this agreement is to farce. If sny party eonfftcu for a conrribuuon of cash towards the drilling of a'w'eS or'any othr 
opertrjon on the Ccaaeract Area, aich conrriburicm shall be paid to the pany who conducted the drilling or other operation and thall t 
appUed by It aptrun the cent ol aucli UnUuiK ui uliiei wi<w iLiui. U UV COOtTioution V m enc term oj atrvax>-'. die yv< K\ t>i wlSSTi Jw tu. 
M2AIUUU U> i'"-1- «1MU i^uuifUj U.MU an assignment a* asa ta>niina. Mtnout warranty « nuu, to uw unuutu r " 

. ,,,rt w • 

v.....: 
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"» 1 ask! Drilling Ferries thared the cost of cViEing the well. Such acreage shall become t Byrne Contract Are* and. to the extent pcwxible, bt 
} 2 esjvrroed by provi»oai identical tu this igreemcni. Each parry ahall promptly notify tl) other parries of sny acreage or cash contributions 

3 «Buy obtxis m tuppon of any well or any other operation on the Contract Area. The above provisions ahall alto be applicable » ©p-
1 4 bona] right* to earn acreage outside the Contract Area which an in support of a well drilled inride the Contract Area. 
! 3 
J 6 If any party coamm for aay erjnuderition relating m daposltlon of such pany's share of substances produced hereunder, such 
4 7 esntuveraiion thall out be deemed a wiulbution aa contemplated in this Ankle VUJ.C 
t 8 

* 9 D. Mstntenance of Uniform lntensti 

t 10 

*• 11 Fur the purpoae of mainouning tmlformity of ownership in the oil snd gas leasehold interests covered by tht* agreement, no 
12 ptrry shall tell, encumber, transfer or make other disposition of iv interest in rhc leases embriax) within the Contract Area and in wells. 
13 tquiornent aad production unless tuch disposition covers either; 
14 
13 1. the enure mterest of the party tn til kaacs and equipment and production-, or 
16 
17 2. an equal undivided interest in aD leases and equipment and prcJuction in the Contract Area. 
IB 
19 Every such tale, ersnarnbrance. trinafcr or other disrosirion made hy any party shall be made exprcsjly subject to thia agreement 
20 and thall be made without recjudke to the right of the other parties. 
21 
22 If. st sny time the interest of any party is divided among and owned by four or more co-own era, Operator, at its discretion, may 
23 require tuch ccrowoen to appoint a tingle trustee or tgem with full authority to receive runiccs. approve expenditures, receive billing* for 
24 and approve sad pay such parry's share of the joint expense*, and to deal gmcrally with, and with power tn bind, the co-owners of such 
23 party'a interest within the icope of the operation* embraced in mil aareement; however, all auch co-owners shaii have the right to enter 
26 ante and execute all contracts or agrtxmenu for the disposition of their respective share, of the oil and u*s produced trom the Contrail 
27 Area and thry ahall have the right to receive, separately, payment of the sale proceeds thereof 
28 
29 E. Waiver of Rights to Partition: 
30 
31 If permitted by the laws of the sute or sores in which the property covered hereby u located each party hereto owning an 
32 undivided interest in the Contract Area waives any and all rights it may have m partition and have u-t aaide to It in n-vcralty its undividL-d 
33 mterest therein, 
34 
35 P. Prtdcreatial Right to Purchase: 
36 
37 Should any party derire to sell all or any part of ir* intcreais under this agreement, or Its rights and interests in the Contract 
38 7 Area, h shall promptly give written notice to the other panics, with full information concerning Its proposed sale, which shall include the 
39 name and address of the prosnixuve purchaser (who must be ready, willing and able to purchase), the purchase price, and all other termi. 
40 of the ofirr. The other parries shall then have an optional prior right, for a period of ten (10) daya after receipt of the notice, to purehav 
41 en the same tcrnu and condition* the interest which thr other party proricrv"» to sell', and. If this, oprional right is exerriuxf, the purchas-
42 ing panics shall share the purchased interest in the proportions trui the Interne nf each bears to the mtal mteres: of all purchasing par-
43 tics. However, mere shall be no preferential right to purchase in those cases where any tuny wishes tn mangage iu interests, or uo 
44 tfixposc of its interest! by merger, reorganization, consolidation, nr sale of id] or substantially «J1 of iu assets to a subsidiary or parent com-
45 pany or tu a subsidiary of a parent company, or tn any company In which any one pany owns a majority of the stock. 
46 

I 47 ARTICLE IX. 
INTERNAL REVENUE CODE ELECTION 

49 
30 This agreement U not in tender.! to create, and shall not be construed to create, a reUtinmhip of partnership or an association 
31 ior profit between or among the parties hereto. Nrwdiatanding any pmvi*iun herein that the righrc and liabilities hereundi-r are aeverji 
52 snd not joint or collective, or that this agreement and operauons hereunder ahull not constirute a partnership. If. for federal income ux 
53 purposes, this agreement and the operations hereunder arc regarded as a parmemhip, each pany herehy affected elects to he excluded 
34 from the applicauun of alt of thr prwkaicms of Subchapter "K", Chapter 1, Subtitle "A", of the Internal Revenue Code ol 1954, a* per 
55 tnitted and authorixed by Section 761 of the Code and the reguUtions promulgated rhert-undcr. Operator it suthorixed and directed tn ca 
36 ecu ie on behalf of each party hereby affected such evidence of this election as may be requirtJ by ihe Secretary of tJ»e Treasury of rrx. 
57 United Sates or the Federal Internal Revenue Service, mduding trjecmcally, but not by way of limiratkm. all of the rem mi, statements 
58 and the dsu required hy Federal Segulatiorts 1.761. Should there be any rerruirnnent that each pany hereby affected give further 
59 evidence of this elecuon. each auch pany thall execute such documents snd famish such other evidence ss may be required by thr 
60 Federal Internal Revenue Service or as may be necessary to evidence mis election. Nn such party shall give sny notices or take any other 
61 action mcoruistem with the election made hereby. If any present or future income tax laws nf the state or states in which the-Comrar 
62 Area is located or any future uvorne tax laws of the United States contain provisions simitar to those in Subchapter " K ' \ Chapter 1 
63 Subdue "A", of the Internal Revenue Code of 1954, under which tn election simuar to that pmvidcJ by Section 761 of the Cod rls per 
64 mined, each party hereby affected shall make such eLcoon as may be permined or required by such laws In making the foregoing, elec 

tion, tuch such parry ita tar that the income derived by such pany from orwraifons hereunder can he adequately determined without thr 65 
66 computation of raiTOcrxhip taxable Income. , 
67 *\ •"• 
66 
69 
70 
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9 
60 

H 
17 
I I 
19 

1 ARTICLE X. 
2 CLAIMS AND LAWSUTTS 

3 A . Ton Ttiffnran^ and n o /1 0 0 • - • _ _ _ - W f a r : 
6 P 10.000.00 ^ ^ p y ^ k h e ^ t d a M 
7 eattb the above tsnouat, at* tarries kasmo still assume ^ take evw the turther handling ot the clsem of »uii. anlssa audi turhorirv i 
1 * ^ v w M n f « « i n r At »^•T-^tJkvutonf.aacllai.orsa*arrwtKduarhartia| »uch chum ta> tuh thsll tc at the yotnt c* 

M of in* psjrass tar tar^ 

1J Operate* by tha tgvwamecL,tt»rn )aany shall lm»ia»aiily aottfy tJ ther perriev aad the dtim or ac* shall bt crsatnd as any other das-
12 ar auh asrvorrtng oppsaiisa beret rtdcr. 
13 
14 ASCTiCLE XI. 
13 rOftCJJ MAJEURE 

If .rry parry h rsedered arable, erhcfry er m awxu t7 fcru asrjeurt» carry Out fa or^eocea under tha agreernen!. other th­
ai* ohtption to mtkr axney ptTmceû  that tarry ahall t>t to all other parr*, prompt written aouce of the farts manure an 
tataontbly lull tartkrukn oatKtriing b, thereupon, the ca^uoru of the pan, tfvmg the aotice. to f» ea they are trfccteJ by tr* ic* 

30 twap^.t*tult«ajti«r^ 
21 atiittnee ta rttaovt tht torce twnture afctumon at aulrtry aa t«etkable. 
22 
23 The teê lremceu that any farxx tasieure thtll ar ransatBed with aB reaaceusbV deapatch trail net rajukre the amlrment of ttrik 
34 Jorkoua. ar other labor dUucuhy by the party tavelvad. timtrvy to kt wiebaac, how all auch dMbruities thall be handled thall be emir 
23 w*hin the ssvawion of the pany tmrerraaJ. 
26 
37 The term "ferrr majeure"', aa here errrrJoyed, ahaU mean an an of Cod. strike, lockout, or other Industrial dismrbance. ar 
28 the public ertrray, war. barrkanY, public riot. Hrhmmju firt. Storm. 6ood. tar̂ fcaucm, aeveromenul aa ton, tovern mental delay, restr 
29 ar inaction. uratvs liability of eê rpmenr. and any other cauac. whether of rhc kind tpecificatly imuaarrated above e» otherwise, whir 
)0 ttot reeaeeubiy within thr control ef the psny cisnrrurig tuarcrwiun. 
91 
t j ARTICLE XL>. 
33 NOTICES 
34 
35 AU txtlces eirrhrwiied or required between the parties and required by any of the prwabni of rh» atyetrnent. unWax other 
§6 apeeifically provided, shall be riven in writing by mail or telegram, prtmujt or cha/res prepaid, or by telex or telecopier snd addrca. 
J7 the parries to whorr, the norier ti given tt the addrcaae. lined oo Exhibit "A". The ongrrurrirg nonet given wider any provision ft 
3*! thaO be rjecmexl given only when received by the parry to whom tuch ftcocr ia directed, and the rune for such party ro give any noti 
39 response rhrrctu ahall run from the date the ccigtrurhnx nonet it received. The second or any resrerwive notice ahall he ocemeJ f 
40 when derrarircd m the mt!! or irirh the selrgrapfi nxnpany, with pottage or chargei prepaid, or sent by adex er telecopier. Each j 

41 shall have the right to change ht addrett st sny rime, and from rime to time, by giving written notice thereof to all other pan 

42 
43 ARTICLE Xm. 
44 TERM OF AGREEMENT 
43 
46 Tha agrtrrnem thiT! remain bt full font and effect e> to the ofl and g*» leaao and/or oil and gu tntereta tubjrn hrrrui fx 
47 period of time selected be lov; provieW, however, oo party hento shall ever bt eonstrucd as htving any right, ntk- or inieresi m nr r 
49 mtte or oil and gaa fearrest cerirribctrd by sny other psny atryond the term of thia agrecrnenu 

49 
50 n Option No. 1: Sc Wig mi any of the of? and gaa aaaaaa tubfrq to mit agrerreeei femarn or art cantinued in ferre aa to sn 
31 af the Goruran Am. wf>n̂ c• by production, eŝ ensinri, iwarwal or ceAerwtv. 

52 
3̂ BXQptJofi No 2 ln the event the weU sVacribed in Anirle VIA., or any aubarquent wcC drilled tmder any provision c 

«>4 aayreemenu rssurn as taroducuim of oil andJbr ass is paying eaiantfrWv rhaa ayeement shaH conrinoc an Iorce to kang s> sny auch > 
95 wdb aroduct, or are tapablc isf produnion, and tor an addirJonxl period rV akyt rrom caaaution ofĵ l produrrion, pre 
«A aajwcvcr.k̂ tcka- tt the t̂ pennon of auch addrtSonal acrit̂ , one or aoort of tJV parnc. hereto art engaged in ikrilunj reworkmj;. d 
37 btc. paijjfni tad. testing or stu-iapting to corrrplere a weS or weUs hereunder, taa agreement shsll rrjrrrmue in torce until such 
5£ tjoni have been enenparttd tnd K ptudiaaicai mute tfaerefrom,aha testament shall ronriniic ia torce at provided herein, in the ev» 
59 weH described in Artide VLA..or any ajraarjtuem wefj drilled heiruixkr, rssula in a dry bcie, snd wu other wfTl is pmdixnnj;. pr c 
60 af producing oil andJbr gal frten the Conrract Area, this tgrternertt ahaB aerminate an less drflbng, skgepening. plugging back oVr 
ol tag tsparstioni art cornrnencad withm asys irom the date of abauuksimeni of aaW wtu, ^' 
62 £ 
(3 I k aareed, however, thst the atrmlrsttion of rem agreement ahai not raheve any pany hereto from any Eahulry ajb-
64 tsTnard or attached prior tc me drte of auch ttrmmation. 
63 
66 
67 

VIA*-
69 
70 rr 
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AAPX FORM 610 • »'ODEL FORM OPERATING AGREEMENT "1982 -j£f 

1 ARTICLE XIV. 
2 COMPLIANCE WITH LAWS AND REGULATIONS 
S 
4 A. ijwt, Ratjrulatioaf cad Ord en: 
5 
6 TbJi egroernew shaD b« aubject tc> tht ceaaaervadon lewi of the state in which the Contract Area it bet red, to the valid rules. 
7 txsruarietu, sod orders of any duly enrotiruttd regulatory body of aaid sute; snd to all other applicable federal, suie, tnd local laws, a-
• tBtuvrcss, rules, reâ Unons, snd order* 
9 

10 B. Governbj Lswi 
11 
12 This agreement end all matters pertaining hereto, including, but not limited to, matters ol performance, raw-performance, breach, 
13 remedies, procedures, right*, duties tnd interpretation or comtrucrion, shall be governed and dewmined by the law uf the state in which 
14 the Contract Area k located. 1/ the Con Tact Area it In two ur more state*, the law of rhc state of , 
15 ahall govern. 
16 
17 C Reyulatory Agencies: 
IS 
19 Nothing herein contained thall grant, or be cneutrued to grant, Operator the right or authority to waive nr release any rights. 
20 twivileges, or obligatiorui which Nfjo-Operstors may have under federal or auie laws or under rules, regulations or orders promulgated 
21 under such laws in reference to ofl, gas snd rnmeral operations, including, the iocauon. operation, or production of wells, on tracts offset-
22 ting or adjacent to the Contract Area, 
23 
24 With respect to operations hereunder, Nan Operators agree to restate Operator from any and aU losses, dama ,̂ mfurie>. claims 
23 aad causes nf action arising nut of, incident to or resulting directly or indirectly from Operator's interpretation nr application of rule». 
26 rulings, resrulaaow or orders of the Qspanrnmt of Energy or rrracceuor or succraaor agencies to rhe extent such interprruiuon or sp-
27 plica lion was madr in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non 
28 Operator's share of production that Operator may he required to refund, rebate or pay a» a result ol such an mtorrect fnterpriuiion or 
29 app) ita tion, together with interest snd penalties thereon owing by Operator aa a result of auch incorrect interpretation or application. 
30 
31 Non-Operators aumorirc Operati.y to prepare and submit audi document* as may be requiW to be lubmlrtcd to the purchaser 
32 of sny crude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Profit Tax An 
33 of 1980", n aame may be amended (txn time to time ("Act"), and any valid regulations or rules which may be issued hy the Treasury 
34 l>partrnerit from time to time pursuant to said An. Each party hereto agrees to furnish any and all certifiearinnk or other infnrmjtion 
35 which is required » be furnished by uid Act in a timely manner and In sufficient deuil to permit compliance with aaid An. 
36 
37 ART1CLF. XV. 
3 8 OTHER PROVISIONS 
39 
40 
41 
42 
43 
44 
43 
46 
47 
4ft 
49 
50 
51 
52 
53 
34 
55 
56 — 
57 
3* 
59 
60 * :•• 
61 : 

62 . 
63 >'* 
64 ' r , 
65 
66 
67 
66 
69 
70 
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ARTICLE XVI. 
MISCELLANEOUS 

j JBJI! tqcmmwi*m\ wsnmman mi tmigos. 

* ' . . . . ̂ - w _ - r - - A nf which ih*Tl he eocdiend «n ori&ul iot lE porpo*a. 
7 HA ttariMwiii tmr/ ke ttsKtrtad fe «rjr mmm m tev*tBT*rn, ma « » w " 

fNWIT f̂fiSS WHEREOF,**^ ' ' • J 6 * ' 

O f E I A T O I 

• . _. - . +.*t 19. 

10 
11 
13 
13 
14 
15 
16 

1 7 _ ; — 
16 
19 
ao 
21 
22 fvlON-0»ER ATORS 
23 
24 
» 
26 
27 
28 — — 
29 
30 
31 
32 
33 _ . 
34 
35 
36 
37 
36 
39 
40 
41 
42 
43 
44 
45 
46 
47 
46 
49 
50 
31 
52 
S3 
54 
53 
56 

51 
59 
60 

Surface t o the base of the F r u i t l a n d Formation 

62 

66 
67 
66 X Z - l & G r 
69 
70 

_ ^ ih'i'r fit 
Tft~ .4 11. rt i t . - ' • 

I .«« H - . i" « *— 
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EXHIBIT 

Attached to and made t part of Onerfitinrj Aoreemsnf H t̂-nH 
between Bureau nf Tnrtinn A f f a i r s , as an^nl 
and Pro New Mexico, I n c . . O n p r ^ n r T2SN HHVf, •Yoatiun 5 
S W / 4 . G r f l r i ^ N a v a i n . Mn 1 , SriD .1 UPin , f n n n t. y , Ngi„. Mi-,: 

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

J O I N T O P E R A T I O N S 

I. GENERAL PROVISIONS 

1. DefinJtkm 

"Joint Property ahai! mean the rati and personal property tubject to the agreement to which thia Accounting Procedi 
b attached. 
"Joint Operation*" shall mean all operation! necessary or proper for the development, operation, protection and mair 
nance nf the Joint Property. 
"Joint Account" ahai! mean the aeecunt •bowing- the charges paJd and ercdiu received in the conduct of the Joint Opc 
lions and which ara to be ehared by the Parties. 
"Operator" thai! mean the party designated to conduct the Joint Operation*. 
"Non-Operators" ahall mean the Parties to this agreement other than the Operator. 
•Parties" ahall mean Operator and Non-Operators. 
"First Level Supervisors" thai! mean those employees whose primary function in Joint Operations is the direct supervk 
of other employees and/or eontract labor directly employed on the Joint Property in a field operating- capacity. 
"Technical Employees" ahall mean those employees having special and specific engineering, geological or other pro 
aional ikills, and whc*e primary function in Joint Operations it the handling of tpecific operating condition* and problt 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" ahai! mean persons! property, equipment or tupplies acquired or held for use on the Joint Property. 
"Controllable Material" thtll mean Material which at the time it so classified in the Material Clarification Manur 
most recently recommended by the Council of Petroleum Accountants Societies. 

2. Statement and BIIHngt 

Operator thall b:ll Non-Operators on or before the last day of each month for their proportionate share of the Join 
count for the preceding month. Such bills will be accompanied by statements, which identify ths authority for expendi 
lease or facility, and all chtr(res and credits summarised by appropriate classifications of investment and expense ex 
that items of Controllable Materia! and unusual eharg-es and credits shal! be separately identified and fully describ-
detail. 

3. Advances and Payments by Ncri-Operaton 

A. Unless otherwise provided for In the agreement, the Operator mfty require tbe Non-Operator* to advance 
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days afier receipt of tht 
ing or by the first day of the month for which the advance it required, whichever ia later. Operator eha.fl adjust 
monthly billing to reflect advances received from the Non-Operators. 

B. Each Non-Operator thall pay it* proportion of all bills within fifteen (15) days after receipt If payment is not 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at ptVHct-oH j r 

Wall Street Jairml o n the first day of the month in which deJinquency occurs plus 1% or the max 
contract rate permitted by the applicable usury laws in the ttate in which the Joint Property Is located, whie 
is the leaser, plus attorney's fees, court costs, and other costs in connection with the collection of unpsid amo'. 

4. Adjustments 

Payment of any auch bills shall net prejudice the right of any Non-Operator to protest or question the correctness tr 
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year ths 
clusively be presumed to be true and correct aftor twenty-four (24) months following the end of any such calends-
unless within the aaid twenty-four (2-4) month period a Non-Operator takes written exception thereto and makes cla 
Operator for adjustment No adjuirtment favorable tc Operator ahall be mads unless R Is made within the tame pres 
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Contr 
Materiat as provided for in Section V. 

COPYRIGHT0 1985 by the Council of Petroleum Accountants Societies. 



5. Audita 

A. A Non-Operator, upon notice In writing to Operator And all other Non-Operators, shall have the right to audit Opera­
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 

iod following the end of such calendar year: provided, however, the making of an audit ahall not extend the time 
the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of thit Section 

I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por­
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
ahall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and thai] be made at the expense of those Non-Operatort approving such audit 

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

6. Approval By Non-Operators 

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

II. DIRECT CHARGES 

Operator ahall charge the Joint Account with the following items: 

1. Eeologfeal and Environmental 

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

2. Rentals and Royalties 

Leaae rentals and royalties paid by Operator for the Joint Operauons. 

S. Labor 

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

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

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

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

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

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

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

4. Employee Benefits 

Operator's current coats of established plans for employees' group life insurance, hospitalization, pension, retirement, stock 
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator'! tabor cost chargeable to the Joint 
Account under Paragraphs SA and SB of this Section II ahall be Operator's actual eost not to exceed the percent most recent­
ly recommended by the Council of Petroleum Accountants Societies. 

5. Material 

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

6. Transportation 

Transportation ef employees and Material necessary for the Joint Operations but tubject to the following limitations; 

A. If Materia! it moved to the Joint Property from tne Operators warehouse or other properties, no charge thai! be mwic 
to the Joint Account for a distance greater than the diatance from the nearest reliable supply atere where like materia 
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties. 
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XTacrprut KtUrlal it rnored to Operators warthouae er other storage P o I ^ , ^ ^ v ^ f c ^ ! ^ . ? l ? 
•jDuntfbr " * " « - » • « • 
tmlltblt 
fnadtto 
Krtkt-

ZB tht aTplieatksn of enbpt̂ rturrepht A and B above, tht option to atroalit* or t W n actualtTncVing eotl b availtb 
when th* actual ehartrt IT$400 ur UM axeludfng accessorial ehtrjrM. Tht HOC will be adjusted to tht amount rrur 

titly rwccmmtnded by tht (Jouncil of Pttroleum Aeomnuntt Societies. 

7. , 

Tht aat of contract twrrjeet, tx r̂prrcnt'aad rrtJlhiea rmrrMed by outside twnrm, tocept service* excluded by Paregraj 
10 of Section n and Paragraph i. li, and III of Section III. Tht eott of professional eonralunt Mrvieai.end extract tt 
riots tf technical personnel directly npged cm the Joint Property If auch charges are ̂ eluded from the overhead r*u 
Tb* coat of profauional oomultant lervlcet or contract eervSees of technical pertonntl not directly engaged on the Jo! 
Property ahall aet be charged to thai Joint Account snleat previously agreed to by the Parties. 

S. Kqslptnant aad Padttttee Parnhhed By Operator 

A. Operator ahaH chirr* the Joint Account for toe of Operator owned ecrefpment and facilities at rate* rxrmmensur 
with coats of cwr*rehip and operation. Buch rat** thai! include cott* of maintenance, reptlrt, other operafcng exper 
itttuxanot. taxes, depreciation, and interest em grots investment test accumulated dtprtciation not to exceed Um 

m B e 1 ^ 3 percent per annum. Such rates ahall not exceed average commercial rate* currently p 
mQing In the ta mad lat* ana of the Joint Property. 

B. b Ben e/charfet In paragraph ILA above. Operator may eiocl to see trrerage commercial rates prevailing in the imm 
alt area of th* Joint Property lets tQ%. For automotive equipment, Operator may elect to use rates published by 
Petroleum Motor Traaaport Aiacciation. 

9. Dejnagt* and Leaaee to Joint Preperty 

AU eotts or expenses necssairy for the repair or r*T>!actmtnt of Joint Property made necessary because of damages or k 
Incurred by ffrt. flood, storm, theft, accident, or other cause, except those resulting from Operator's gromj negligrnr 
willful misconduct. Operator ahall furnish Non-Operator written notice of eUmagtt or losses Incurred aa soon at praclic 
after a report thereof hat been received by Operator. 

10. Legal Expense 

Expense of htndlinp, investigating and settling litigation or claims, discharging of litns, payment of judgements 
amounts paid far settlement ef claims incurred in or resulting from operations under the agreement or necessary to pr 
er recover the Joint Property, except that no ehtrjre for terviees of Operators less! staff or fee* nr expense of outnide ; 
neyt shall be made unlets previnmly agreed tc by the Partiet. All other Jertl axpense ia considered to be covered b 
overhead provisions of Section III unlats othtrwue agreed to by the Parties except as provided in Section I, Paras 

11. Taxes 

AU taxes cf every kind and nature aaseued or levied upon or in connection with, the Joint Property, the operation th 
cr the production tf\erefrom, and which taxes havt been paid by tht Operator for the benefit of the Parties. If the sd 
rem taxes art baaed in whole or iti part upon teparate valuations of each party's working interest, then notwithsta-
anything to the contrary herein, chxrgvs to the Joint Account ahall be mace and paid by the Parties hereto in acccr 
with the tax value generated by each party'i working interest. 

12. aaauranee 

Net premiums paid for teruranc* required to be carried for tbe Joint Operations for th* protection of the Parties. ' 
ervtnt Joint Operations art conducted in a ataus in which Operator may act as telf-inrurer for Worker's Comptntttior 
er Employers Liability under thu» respective state's laws, Operator may, at tta election, include the risk under ii 
insurance program and in that event. Operator ahall include a charge at Opera tor's cost not to exceed manual rat 

IS. Abandonment and Reclamation 

Goafs Incurred for t̂ bandonmect of tht Joint Property, rncludfng costs required by srovernmentIT or other recn: 
turthority. 

14. Communications 

Cost ef accruiring, Waxing. httaTlIng, operating, repairing and maintaining communication syTtems. Including red 
anicrowsvt facilities directly etTving the Joint Property.In tht event communication facilitiat/tysurru serving th 
Property art Operator owned, charge* to the Joint Account thall be made at provided in Paragraph 6 of this Sec 

IB. Otner £xp*»dru^ras 

Any other expenditure not eovtn>d or dealt with In th* foregoinc provitions of thla Section II, or In Section III anr! 
it of direct benefit to the Joint Property and is incurrad by the Operator in the necessary and proper conduct of tr 
Operations. 
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II 
in. OVERHEAD 

L Overhead - Drilling and Producing Operations 

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

( ) Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB 
Unless otherwise agreed to by the Parties, auch charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
8A, Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates j 
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the j 
Parties as a direct charge to the Joint Account i 

I 
ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services 

and eontract services of technical personnel directly employed on the Joint Property: 
( ) shall be covered by the overhead rates, or 
( ) ahall not be covered by the overhead rates. 

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

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

A. Overhead - Fixed Rate Basis 

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

Drilling Well Rate I 

(Prorated for less than a full month) 

Producing Well Rate $ 

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

(a) Drilling Well Rate 
(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill­

ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

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

(b) Producing Well Rates 

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

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

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

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

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

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

B. Overhead - Percentage Basis 

(1) Operator ahall charge the Joint Account at the following rates: 
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(a) Development 

Percent ( %) of the cost of development of the Joint Property exclusive of coats providec 

under Paragraph 10 of Section II and all salvage credits. 

(b) Operating 

__________ Percent ( %) of the coat of operating the Joint Property exclusive of costs provided unde. 
Paragraphs 2 and 10 of Suction II, all salvage credit*, the value of injected substances purchased for secondarj 
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in enc 
to the Joint Property. 

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

For the pijrpoae of determining charges on a percentage basis under Paragraph 113 of this Section III, dsvelcpmer 
ahall Include al! costs in connection with drilling, redrilling, deepening, or any remedial operations on any or a 
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Proi 
erty; also, preliminary expenditures necessary in preparation for drilling and expenditure* incurred In abandonlr. 
when the well is not completed as a producer, and original cost of construction cr installation of fixed assets, tr 
eorpansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction t 
defined in Paragraph 2 of this Section III. All other costs shall be considered as operating. 

2. Overhead - Major Construction 

To compemsate Operator for enrerheed costs incurred in the construction and installation of fixed assets, the expansion 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of t 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Jo: 
Account for overhead baaed on the following rate* tor any Major Construction project n excess of f : 

A * of first $100,000 or total eost if less, plus 

B % of costs In excess ol $100,000 but less than $1,000,000, plus 

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

Total coat shall mean the gross cost of any one project. Por the purpose of this paragraph, tha component parts of a sir, 
project shall not be treated separately and the cost of drilling snd workover wills snd artificial lift equipment shsll 
excluded. 

8. Catastrophe Overhead 

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence c 
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as afrreed to by the Parties, which are necess 
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Opert 
ahall either negotiate a rate prior tu charging the Joint Account or shall charge the Jcir.t Account for overhead b&sec 
the following rates: 

A. * of total costs thro jgri $100,000; plus 

B % of total costs In excess at $100,000 but les£ than $1,000,000; plus 

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

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

4. Amendment of Rates 

The overhead rates provided for In this Section 111 may be amended from time tc time only by mutual agreement betu 
the Parties heretc if, in practice, the rates are found to be insufficient or excessive. 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITION'S 

Operator is responsible for Joint Account Material and shell make proper and timely charges and credits for all Materia! rr. 
menta affecting the Joint Property. Operalor shall provide all Material for use on the Join t Property; however, st Opera 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or sur 
Material, such disposal being made either throuph sale to Operator or Non-Operatcr, division in kind, or aale to outsit 
Operator may purchase, but ahall be under no obligation to purchase, interest of Non-Operators in surplus condition A . 
Material. The disposal of surplus Controllable Material not purchased by the Operator iha ! be agreed to by the Parties. 

1. Purchases 

Material purchased shall be charged at the price paid by Operstor after deduction of all discounts received. In ca 
Material found to be defective or returned to vendor for any other reasons, crsdit aha!! be passed to the Joint Acc 
when adjustment ha* been received by the Operator. 

t~ Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Oper 
unless otherwise agreed to by the Parties, ahall be priced on the following b ii't exclusive of cash discounts: 



A. Ntw IbterUI (Condition A) 

(1) Tubular Gcodt Other than Lint Pipe 

(a) Tubular goods, sited 2ft inchst OD and larger, except line pipe, ahall be priced; at Eastern mill published 
carload base price* effective as of date of movement plus transportation cost using the 80,000 pound carload 
weight beeia to tht railway receiving point nearest the Joint Property for which published rail rates for 
tubular sroods exist If tht 80,000 pound rail rate is not offered, the 70,000 pound or 80,000 pound rail rate 
may be used. Freight ê targes for tubing will be calculated from Lorain, Ohio and casing from Youngstown, 
Ohio. 

(b) For grades which are special tatme mill only, prices shall be computed at the mill base of that mill phia trans­
portation eost from that mill tb th* rails/ay receiving point nearest the Joint Property as provided above in 
Paragraph 2jL(lXa). For transportation cost from polntt other than Eastern mMs, the 30.000 pound Oil Field 
Haulers Association interstate truck rat* thall be used. 

(c) Special end finish tubular goods thall be priced al the lowest published out-oi-stock price, fx.b. Houston. 
Texas, plus transportation cost, using Oil Field Haulers Association interstate S0.000 pound truck rate, to 
the railway receiving point nearest the Joint Property. 

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

(2) Line Pipe 

(a) line pipe movements (except tit* 24 inch 0D and larger with walls % Inch and over) 30,000 pounds or more 
ahall be priced under provitlons of tubular goods pricing in Paragraph A.(lXa) as provided above. Freight 
charges thall be calculated from Lorain, Ohio. 

(b) Line pipe movements (except ttie 24 inch OD and Iarger with wills yt inch and over) less than 80,000 pounds 
ahall be priced at Eastern mill published carload base price* effective as of date of thipment, plus 20 percent, 
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing In Para­
graph A.(lXa) as provided above. Freight charges ahall bo calculated from Lorain, Ohio. 

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

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

(3) Other Material thai', be priced at the current new price, in effect at date of movement, as listed by s reliable supply 
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway 
receiving point nearest the Joint Property. 

(4) Unused new Material, except tubular goods, moved from the Joint Property aha!! be priced at the current new 
price, in effect on date of movement, as listed by a reliable aupply store nearest the Joint Property, or point of 
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property. 
Unused new tubulars will be priced as provided above In Paragraph 2 A (1) and (2). 

B. Good Used Material (Condition B) 

Material in sound and serviceable condition and suitable for reuse without reccnditior.Ing: 

(1) Material moved to the Joint Property 

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

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

(a) At seventy-five percent (75%) of current new price, as determined by Psragraph A, If MateraT? was original!} 
charged to the Joint Account as new Materia! or 

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

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

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

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

C. Other Used Material 

(1) Condition C 

Materia! which it not in sound nnd serviceable condition and not suitable for its original function until after recor 
dltioning thall be priced at fifty percent (50%) of current new price as determined by Psragraph A. The cost c 
reconditioning thall be charged to the receiving property, provided Condition C value plus cost of recondltioninj 
does not exceed Condition B value. 
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(2) Condition D 

Material, excluding junk, eo longer aultable Tor hi original purpose, but usable for some other purpose shall be 
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures 
normally used by Operator without prior approval of Non-Operators. 

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

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

(8) Condition E 

Junk shall be priced at prevailing price*. Operator may ditpose of Condition E Material undtr procedures nor 
mally utilized by Operator without prior approval of Non-Operators. 

D. Obsolete Material 

Material which ia serviceable and usable for iu original function but condition and/or value of tuch Material is nr 
equivalent to that which would justify a price as provided above may be tpeclally priced as agreed to by the Partie 
Such price ahould result in the Joint Account being charged with the value of the service rendered by such Materie 

E . Pricing CondItiona 

(1) Looding or uruoeding coeta may be charged to the Joint Account at the rale of twenty-five cents (25*) per hundn 
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained st the ttockir 
point The above rate thall be adjusted as of the first day of April each year following January 1,1985 by the tar 
percentage increase or decrease used to adjust overhead rates in Section III, Paragraph l.A(S). Each year, i 
rate calculated ahall be rounded to the nearest cent and ahall be the rate in effect until the first day of April ne 
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies. 

C2) Msterial involving erection eceta shall be charged at applicable percentage of the current knocked-down price 
new Material. 

8. Premium Prices 

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or ot' 
nnusual causes over which the Operator has no control, the Operator may charge the Joint Account for the requi: 
Material at tho Operator's actual cost incurred in providing tuch Materia), in making it suitable for use, and in mov; 

rt to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to bill 
Non-Operators for tuch Material. Each Non-Operator thall htve the right, by so electing and notifying Operator wit 
ten days after receiving notice from Operator, to furnish in kind all or part of his share of auch Material suitable for 
and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

Operator does not warrant the Material furnished. In case of defective Material, credit ahall not be passed to the Ji 
Account until adjustment hat been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

The Operator ahall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 

At reasonable Jntervalt, Inventories shall be taken by Operator of the Joint Account Controllable Material. Written n: 
ef intention to take inventory shall be given by Operator at least thirty (30) days before any Inventory i* to begin so 
Non-Operators may be represented when any inventory ia taken. Failure of Non-Operators lo be represented at an Ir 
tery shall bind Non-Operators to accept the inventory taktn by Operator. 

2. Seccnc Ilia tion and Adjustment of Inventories "** 

Adjustment! to the Joint Account resulting from the reconciliation of a physical inventory thall be made wlthi 
months following the taking of the Inventory. Inventory edjuttmenta thall be made by Operator to the Joint Accour 
•verages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligcr 

S. ipecial Inventories 

Special inventories may be taken whenever there is any sale, change of Interest or change of Operator in the Joint Pro-
It shall be th* duty ofthe party selling to notify all other Parties as quickly as possible sfter the transfer of interest 
place, In such cases, both th* seller and the purchaser ahall be governed by such inventory. In cases involving a cl 
if Operator, all Partite ahall be governed by such inventory. 

4. Expense of Conducting Inventories 

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to ) 
Partie*. 

B. The expense of conducting special inventories ahall be charged to the Parties requesting auch inventories, exc. 
wrntoriet required due to change of Operator thall 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 



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 

mis 



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 P"' r . 7 ™ — 

( ^- -

AFFIDAVIT OF COMPLIANCE 
WITH RULE 1207 

STATE OF NEW MEXICO ) 
)ss. /Ob lS 

COUNTY OF SANTA FE ) 

JOLENE DICKS, authorized 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, I conducted a good faith diligent effort to 

discover the correct address of each interested person or party entitled to notice in this 

case under Rule 1207 of the Oil Conservation Division's Rules on Procedure. 

2. On behalf of Applicant, I 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. 

JOLENE DICKS 

SUBSCRIBED AND SWORN to before me this / ^ d a y of December, 1992. 

MY COMMISSION EXPIRES: 



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 NON-STANDARD n r-r 2 2 1992 
PRORATION UNIT, OR IN THE ALTERNATIVE, U ° 
COMPULSORY POOLING, BASIN-FRUITLAND COAL n\L CuttStW^f* 
GAS POOL, SAN JUAN COUNTY, NEW MEXICO. SANW£ 

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-Fruitland 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. 

l 



3. 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. 

4. 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. 

5. 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. 

6. 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. 

2 



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 

uolene M. Dicks, Secretary 
141 E. Palace Avenue 
Santa Fe, NM 87501 
(505) 988-4171 
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BIA Ownership 

Pro New Mexico Ownership 

"Proposed Non-standard P.U. 

• Proposed Compulsory_Pooling 

Producing F r u i t l a n d Well 

F r u i t l a n d Location or Waiting on Connection 

• Proposed Well (approximate l o c a t i o n ) 

EXHIBIT "A" 



EXHIBIT "B" 

CURRENT BASIN-FRUITLAND COAL WELLS OFFSETTING 
THE SW/4 SEC. 5, T-25-N, R-11W 

SAN JUAN COUNTY, NEW MEXICO 

Operator/Address 

Giant Exploration & 
Production Company 

P.O. Box 2810 
Farmington, NM 87499 

Well Name 

Buena Suerte 32-L #1 

Buena Suerte 33-L #1 

Buena Suerte 5-B #1 

East Bisti Coal 6 #1 

East Bisti Coal 7 #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 

East Bisti Coal 8 #1 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) 100% Bureau of Indian 
A f f a i r s , a s 
superintendent for 
certain unknown 
Navajo allottees 
301 W. Hill 
Gallup, NM 87305 

SW/4 SECTION 5-25N-11W (160 acres) 100% Pro New Mexico, Inc. 
141 E. Palace Avenue 
Santa Fe, NM 87501 
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5. Signature — Addressee 

X 

6. Signature — Agent 

X 
7. Date of Delivery 

•S Form 3 8 1 1 , Apr. 1989 

4. Article Number 

P 772-862-381 
Type of Service: 

CD Registered 

G r Certified 

I I Express Mail 

CD Insured 

• COD 
PH Return Receipt 

for Merchandise 

A lways obtain signature of addressee 

or agent and DATE DELIVERED. 

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

• U.S.G.P.O. 1MS-23S415 DOMESTIC RETURN RECEIPT 

• i mwmmmmmwmwmMmmamm 



W O C T NMGi 

X B 0 3 0 

3a 

_ 25 33. _jn 

o +5020 ^ 0 4 

& LOC 
1 4 9 - l n d - 7 9 7 1 

3 3 

• ' 2 - & Z 

603-1284 

-4-32 - U 2 
T'sgso -̂ sbas 
603- 1283 

Z ©I 
4970 W 

6 0 3 - 1 4 35 | 7 S F 0 7 8 0 6 2 

S F 0 7 8 0 1 

,U 2 1 . 

SOiB ^ , 0 | 9 

. J2 

"S006 

2 4 

4 » t 0 

SF 0 7 8 

- 1 1 3 - i . ? * J. 

Case No. 10615 

Exhibit No.: 7 

, 6 

• 5 3 

• NC 

IE 

4^8010 W 

T 5IS0 
0 0 - C - 5 2 4 5 Nf.' 

# 1 7 
W 5 0 B 0 

0 0 - C - 5 2 4 4 NO 

S . F . 0 7 8 0 6 8 A 

S.F 078O6S 
II 
4 M 0 



OFFSET FRUITLAND COAL WELLS 

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 

OPERATOR STATUS LOCATION 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Nassau 
Resources 

WOC 183 0'FNL 
2130"FEL 
Sec. 32 
T26N, R11W 

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

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

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

WOCT 790'FSL 
790'FWL 
Sec. 36 
T26N R12W 

SPUD COMP ID PC DATE 
DATE DATE MCFD (PSIG) SALES 

9/24/92 NA NA NA NA 

8/31/92 NA NA NA NA 

NA 

NA 

NA NA NA NA 

NA NA NA NA 

10/8/90 NA NA NA NA 

Cowsaround 
36 #7 

Nassau 
Resources 

WOCT 1675'FNL 
1850'FEL 
Sec. 36 
T26N R12W 

10/12/90 NA NA NA NA 

Buena Suerte 
4G Com #1 

Buena Suerte 
4L Com #1 

Buena Suerte 
5B Com #1 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

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

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

PGW 1030'FNL 
1580'FEL 
Sec. 5 
T25N, R11W 

7/8/91 10/4/91 NA NA 

9/19/90 11/7/90 303 56 2/27/92 

3/12/91 4/15/91 154 72 12/29/91 

[ BEFORE EXAMINER CAT A NAG 

;;-:T NO. _2A. 

/ot/.r 



Page 2 

WELL NAME 

East B i s t 
Coal 6 #1 

East B i s t i 
Coal 7 #1 

East B i s t i 
Coal 8 #1 

East B i s t i 
Coal 8 #2 

OPERATOR STATUS 

Giant PGW 
E&P Inc 

Giant 
E&P Inc. 

Carson Unit Giant 
7 #323 E&P Inc, 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Pete Morrow #1 Giant 
E&P Inc. 

Pete Morrow #2 Giant 
E&P Inc. 

WOPL 

WOPL 

PGW 

WOPL 

PGW 

PGW 

830'FNL 5/16/90 6/5/90 116 66 9/28/92 

LOCATION 

830' FNL 
1300 •FEL 
Sec. 6 
T25N , R11W 

2330 •FNL 
1740 'FEL 
Sec. 7 
T25N , R11W 

1870 •FSL 
1800 •FWL 
Sec. 7 
T25N , R11W 

795» FNL 
1230 •FEL 
Sec. 8 
T25N , R11W 

1800 •FSL 
1800 •FWL 
Sec. 8 
T25N , R11W 

1650 'FNL 
1975 •FEL 
Sec. 1 
T25N , R12W 

1850 'FSL 
1190 ' FWL 
Sec. 1 
T25N , R12W 

GAS 
SPUD COMP ID PC DATE 
DATE DATE MCFD (PSIG) SALES 

NA 

795'FNL 4 /30 /90 5 /30 /90 25 74 12/12/91 

NA 


