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SANTA FE ENERGY RESOURCES, INC. 
GENERALIZED UtLL .COST EST'NATt 

/AME: Mc*!ey Ctnyoo St Com. No. 1 
LOC; 1?W FEL & 660" FNL, Section 9-24S-25E, Eddy Couniy, New Mexico 

DESC: Drill uxi complete t 10,300* Striwn G»$ Well 

»C:XKT ; :.ES:S:ST!DK OF COSTS ?.* f *0 :E " X J C E R 

501 -000 TANGIBLE «€Lt COSTS I 
-41 * C J O U C ' C * CSG 5,000 5,000 
•41 SJ* rACE CSG 13 3 / 8 " 48.0_gpf K-4C S 400' 5,200 ?,200 
-41 PROTECTION CSG 8 5 / 8 " 32.0 ppf K-55 S 250C' 26,600 26 ,i>60 
-41 CP I L L ! MG LINE* "i 
-41 : ?fcX CSG 5 1/2" 15.5417 ppf K-55 i N-5C 3 ' 0 , 3 0 0 ' 77,100 
-41 • LlHEK 1 1 : 
-42 ! TyfilNO 2 - 3 / 8 " 4 . 7 ppf N-SO S- rd EUE 36.050 ! 

-43 , WELLXEAD i 3,000 < 16,000 
i -44 ! ;pK*G UNIT 
[ -45 : r l K E NOVER • I 

•50 i "^GTSES CWV OLE ESUIP 8,000 
-50 : >acs i • 
-50 - sussuftfACE m?$ 

! -55 CSC EWJIP 

• 
1,000 2,000 

-55 ' ELECTRICAL j 
-55 * : S C . TANG!BlES 1 , OOC 
•55 . SrOO E0U1P i 

i -55 • TJSINC ECXJIP ! ! 1 , OOC 
1 TOTAL TANGIBLE COSTS : 44,800 '•76,950 

' • ! ! i 
54*-ooo LEAS* FACILITY COSTS 

•50 , F<CV LINES ! 5. OOC 
•50 ; LA BO* '0,OOC 
•50 1 CT-viR >N00 E3U1P Sep* r i t c - ,GPV t Cfe^ j -dr i t iar i ' Jn i t ! 3C.00C 

j -50 ; " ANK FACILITIES ' 5 , 0 0 0 
f ; TCTAL LEASE FACILITY COSTS i | 0 ; 60,000 

i ; 
,511-000 . ! » T A * G : S L E t * U COSTS j i , 

! -21 ! ;. CCA TIC* ; j 25 ,000 : 25, :-oo 
j -22 ; ""FENCING ! 1,000 4 , OOC 

-26 • wl? 1 t iJEl FOR RIG i 20,000 ' i 20,OOC 

! -31 j CONTRACTOR NCYING EXP ! ! ! 1 

i -32 CONT FOCTAGE O* T i *NC£Y' S 1 6 / f t X 10 ,300 ' 1 1 | 164,800 1 *64,SO0 
•32 ; CONT?ACTC« DAT tC*K 2 /4 X S5000/d«y i 10,000 : i 20,0OC 

j -33 , CBLG FLUID t ADOlTlVtS t 30,000 ! | 30,OOC 
j -34 , SITS I BEAXEBS 1 i- M i - 3 < n CORING i COSE ANALYSES i ! I l 
f -37 : CE«(»T i 20,000 1 50,000 

1 -39 : INSPECTION t TSTG Of TANG i 5,000 i ! 16,OOC 

i -41 D:»ECT:C*AL D»LC SL*VETS I ! I 

-42 : DRILLING EOj lP tENTAL 10J0O0 i 10,000 

•43 OPEN WXE LOGGING 25,000 25,000 

-44 C? ! I L STEM TSTC 
-45 • «*X LOGGING UOO/eUy X 20 l»yt 8,000 8,OOC 

•51 ' ' .AxS^CRTATlC* — 6,000 10,OOC 

•52 O P L E T 1 0 * UN IT S120O/d«y X <f | ! 1C,SOC 

•53 C C W P L E T I C * TCOL RENTAL I : , 10,ooc 
•54 CASES * X I IOCS t PERFIMG ! ! 
-55"^ ST:«CLATIOB : i 20,COC 

56 BIG SITE SLFEIVISION 10,000 15,000 

t~ -72 ; ACNINJSTtATtV? OVERHEAD 4 ,000 OOC 

I ?9 «S*G TctXS I EXPENSES 
79 TESTING: B N > , G O R , 4 PT.POT Oil CONSERVATION DIVIS 0 N 1 0 , 0 9 

AEXNCONMCNT COST 8 ,116 i • 

CTMEI INTANGIBLES 
<P CONT I NG£NCT ( T t ) i —24,294 3 3 , 0 * 1 

TOTAL INTANGIBLES r~ t 371,200 505, C$C 
r TOTAL COSTS i 416,000 742,OOC 

ype- tx ' y 
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T . V E R N E D W Y E R 

O F F I C E 
C91 5 ) S S 4 - 7 9 3 3 

OIL Si G A S I N V E S T M E N T S 
3 0 0 W . T E X A S , S U I T E 3 3 3 
M I D L A N D . T E X A S 7 9 7 Q 1 

F A X 
[ 9 1 5 ] 6 8 4 - 4 0 3 2 

July 7, 1993 

James M. Alexander 
Martha Jane Rhodes 
Jeri Alexander Lott 
P.O. Box 58 
Abilene, Texas 79604 

Ladies and Gentleman: 

Enclosed herewith, for your reconsideration and to 
name Martha Jane Rhodes and J e r i Alexander Lott to evidence 
t h e i r mineral ownership, i s Santa Fe Energy Operating 
Partners, L.P.'s Operating Agreement, dated February 8, 
1993, covering the N/2 of Section 9, T-24-S, R-25-E, Eddy 
County, New Mexico, f o r the d r i l l i n g of the captioned well 
and AFE i n the amount of $416,000.00 dry hole and $742,000.00 
producer. 

In equal proportions, you own five (5) acres of unleased 
minerals in the E/2 NW/4 of Section 9, which is 5/320 or 
1.5625% working interest in the unit for the captioned 
well. I f you elect to join in the d r i l l i n g of the proposed 
test, your estimated dry hole cost would be $6,500.00 and 
your estimated producer cost would be $11,593.75, such 
cost to be borne equally by each of you. 

I f you elect to join in the d r i l l i n g of this proposed 
test, please sign and date one copy of the AFE and sign 
one copy of the signature page of the Operating Agreement 
and return both the signed AFE and signature page to the 
undersigned, at the letterhead address, within ten (10) 
days of receipt of this l e t t e r . 

RE: Mosley Canyon "9" St. Com. No. 1 
1980' FEL & 660' FNL 
Section 9, T-24-S, R-25-E 
Eddy County, New Mexico 
10,300' Strawn Test 

NEW MEXICO 
OU. CONSERVATION DIVISION 

CASE NO... 



James M. Alexander 
Martha Jane Rhodes 
Jeri Alexander Lott 
July 7, 1993 
Page 2 

Under letters dated September 19, 1991 and August 
19, 1992, we offered to lease your mineral interest for 
$151.00 per acre bonus, 1/4 royalty and two year, paid-up 
term. I f you elect to lease, please execute the lease 
and RDO furnished with letter dated August 19, 1992 and 
place lease, draft and RDO in your bank for collection 
within ten (10) days of receipt of this letter. 

Santa Fe i s ready to commence the proposed test and 
requests that you join or lease; however, i f you elect 
not to do either, Santa Fe w i l l have to commence forced 
pooling procedures. 

I f you have any questions, please c a l l . 

Very truly yours, 

T. Verne Dwyer for 
Santa Fe Energy Operating Partners, 
L.P. 

TVD/ja 

Enclosures 



A SENDER: Complete items 1 and 2 when additional services are desired, and complete Items 3 
and 4. 

Put your address in the " R E T U R N T O " Space on the reverse side. Failure to do this wil l prevent this 
ard from beina returned to vou. The return recelDt fee wi l l provide vou the name of the oerson 
slivered to and the date of deliverv. For additional fees the followina services are available. Consult 

postmaster for fees and check box(es) for additional servlce(s) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

\(Extra charge)\ \(Extra charge)\ 

3. Article Addressed to : 

James M. A lexander 
Martha Jane Rhodes 
J e r i A lexander L o t t 
P .O. Box 58 
A b i l e n e , TX 79604 

4. Art icle Number 

P 963 217 226 
3. Article Addressed to : 

James M. A lexander 
Martha Jane Rhodes 
J e r i A lexander L o t t 
P .O. Box 58 
A b i l e n e , TX 79604 

Type of Service: 
LTJ Registered D Insured 
3D Certified • COD 
G Express Mail 

3. Article Addressed to : 

James M. A lexander 
Martha Jane Rhodes 
J e r i A lexander L o t t 
P .O. Box 58 
A b i l e n e , TX 79604 Always obtain signature of addresses 

oraaent and DATE DEL IVERED. 

5. Signature — Addressee 

x 1 

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

5. Signature - Agent f \ , 

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

7. Date of Delivery 

JUL 1 2 1393 

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

'S Form 3811 , Mai. 1987 * U.S.G.P.O. 1987-178-268 DOMESTIC RETURN RECEIPT 



UNITED S T A T E S POSTAL SERV, 

O F F I C I A L BUSINESS 

SENDER INSTRUCTIONS v 

Print your nama, address, and ZIP 
Coda in the space below. 
• Complete items 1, 2, 3, and 4 on 

the reverse. 
• Attach to front of article if space 

permits, otherwise affix to back 
of article. 

• Endorse article "Return Receipt 
Requested" adjacent to number. 

PENALTY FOR PRIVATE 
USE, $300 

RETURN 
TO 

Print Sender's name, address, and ZIP Code in the space below. 

T. Verne Dwyer 

300 W. Texas, Suitê »333 

Midland, TX 79701 

ff...!i,{..l..,fll<.....fl..l..l 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

GUIDANCE IN THE PREPARATION OF THIS AGREEMENT: 

1. Title Page • Fill in blanks as applicable. 

2. Preamble, Page I - Enter name of Operator. 

3. Article LT • Exhibits: 
(a) Indicate Exhibits to be attached. 
(b) If it is desired that no reference be made to non-discrimination, the reference to Exhibit " F " should be deleted. 

4. Article DI B. • Interests of Parties in Costs and Production • Enter royalty fraction as agreed to by parties. 

5. Article IV.A. • Title Examination • Select option as agreed to by the parties. 

6. Article IV.B. - Loss of Title • If "Joint Loss" of Title is desired, the following changes should be made: 
(a) Delete Articles IV.B.l and IV.B.2. 
(b) Article IV.B.3 • Delete phrase "other than those set forth in Articles IV.B.l and IV.B.2 above.'* 
(c) Article VLT.E. - Change reference at end of the first grammatical paragraph from "Article IV.B.2" to "Article IV.B.3 " 
(d) Article X. - Add as the concluding sentence • "All claims or suits involving title to any interest subject to this agreement shall be 

treated as a claim or a suit against all parties hereto." -

7. Ankle V • Operator - Enter name of Operator. -

8. Article VI.A - Initial Well; ^ 
(a) Date of commencement of drilling. 
(b) Location of well. 
(c) Obligation depth. 

9. Article VI.B.2.(b) • Subsequent Operations • Enter penalty percentage as agreed to by parties. 

10. Article VI.C. • Taking Production in Kind • If a Gas Balancing Agreement is not in existence nor attached hereto as Exhibit " E " . then use 
Alternate Page 8. 

11. Article VII.D.I. • Limitation of Expenditures • Select option as agreed to by parties. 

12. Article VII D.3. • Limitation of Expenditures • Enter limitation of expenditure of Operator for single project and amount above which 
Operator may furnish information AFE. 

13 Article IX. • Internal Revenue Code Election • Delete this article in the event the agreement is a Tax Partnership and Exhibit ' G" u jt 
tached. * 

14. Article X. • Cairns and Lawsuits • Enter claim limit as agreed to by panies. 

IV Article XU1. • Term of Agreement: 
ui Select Option as agreed to by panics. 

b) K Option No. 2 is selected, enter agreed number of days in two \1) blanks. 

16. Article XIV B Governing Law • Enter state as agreed to by parties. 

17 Signature Pate Enter effective date. 



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

i . OPERATING AGREEMENT 
2 
3 THIS AGREEMENT, entered into by and between Santa Fe Energy O p e r a t i n g 
4 P a r t n e r s , L . P . _ hereinafter designated md 
5 referred to as "Operator", and the signatory parry or parties other than Operator, sometimes hereinafter referred to individually herein 
6 as "Non-Operator", and collectively as "Non-Operators". 
7 
8 WITNESSETH: 
9 

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

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

*2 " EXHIBITS 
43 
44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a pan hereof: 
45 3 A. Exhibit "A", shall include the following information: 
46 (1) Identification of lands subject to this agreement. 
47 (2) Restrictions, if any. as to depths, formations, or substances. 
48 (3) Percentages or fractional interests of parees to this agreement. 
49 (4) Oil and gas leases and/or oil and gas interests subject to this agreement. 
50 (5i Addresses of pa/ties for mace purposes. 
51 3 B Exhibit "B". Form of Lease. 
*i2 ot C. Exhibit " C " . Accounting Procedure. 
5 3 3 D Exhibit "D". Insurance. 
54 3 E Exhibit " E " . Gas Balancing Agreement. 
55 3 F Exhibit " F " . Non-Discrimination and Certification of Non Segregated Facilities. 
56 C G Exhibit " G " . Taa Partnership. 
57 If any provision of any exhibit, except Exhibits " E " and " G " . is inconsistent with any provision contained n tne ->»Ĵ  
^ of this isrrrmrnt. the provisions in the body of this agreement shall prevail. 



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

1 ARTICLE III. 
2 * , INTERESTS OF PARTIES 
3 
4 A. Oil and Gaa Interesu: 
5 

6 If any party owns an oil and gas interest in the Contraa Area, that interest shall be treated for all purposes of this a j-r-err.er.t 
7 and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit "B". and che owner thereot 
8 shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder. 
9 

10 B. Interests of Parties ia Coats and Produaion: 
11 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be ?orrte .ind 
13 paid, and all equipment and materials acquired in operations on the Contraa Area shall be owned, by the parties as their interests .ire -rt 
14 forth in Exhibit "A". In the same manner, the parties shall also own all producuon of oil and gas from the Contract Area suDiec: to t,-e 
15 payment of royalties to the extent nf o n e - e i g h t h ( l / 8 t h ) which shall be borne as hereinafter set tortn 
16 
17 Regardless of which party has contributed the leasefs) anchor oil and gas interest(s) hereto on which royalty s du? jr.d 
18 payable, each party entitled to receive a share of production of oil and gas from the Contraa Area shall bear and shall pav or deliver 
19 cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shail hold tr.e 
20 other parues free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price rec.tiveo 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should denrand and 
22 receive settlement on a higher price basis, the party contributing the affeaed lease shall bear the additional royalty burden attributable to 
23 such higher price. » 
24 

25 Nothing contained in this Article III.B. shall be deemed an assignment or cross-assignment of interests covered hereby 

26 
27 C. Excess Royalties, Overriding Royalties and Other Payments: 
28 
29 Unless changed by other provisions, if the interest of any party in any lease covered hereby is subiect to j.n -- . . i .^ 
30 overriding royalty, produaion payment or other burden on production in excess of the amount stipulated in Article III 8 ULS ?J;•• 
3 [ burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless tr -i jn. 
32 ind all claims and demands for payment asserted by owners of such excess burden. 
33 
34 O. Subsequently Created Interests: 

36 If any party should hereafter create an overriding royalty, production payment or other burden payable out ot pr.-A»u,:-.-n 
\~ attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth m Exhibit A -

was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, or is not a lomtly acknow ej^ni .J 
so accepted obligation of all parties (any such interest being hereinafter referred to as "subsequently created interest" irre^rx\: >- i :-<• 
,0 timing of its CTeibon an*d the party out of whose working interest the subsequently created interest is derived being hereinjitrr 'ft.rrr.j 
41 to as "burdened party**), and: 
t> 
4} I. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all r ., ^ •• -
v} of its working interest and/or the produaion attributable thereto, said other party, or parties, shall receive taid assninrr.rn: 
i5 production free and clear of said subsequently created interest and the burdened pany shall indemnify and u^c MIJ .'ttv --rt 
K, or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently -.rt-jteu -rturot 
>7 and. 
18 
)0 2 If the burdened party fails to pay. when due. its share of expenses chargeable hereunder, all provisions of Artulc V[[ B -h..; 
Vl enforceable against the subsequently created interest in the same manner as they are enforceable attainst the w.-rkinu -nn-r. •• r 
51 the burdened party. 
52 
5) ARTICLE IV. 

VI TITLES 
55 

V- A. Title Examination: 
5' 

Trie examination shall be made on the drillsite of any proposed well prior to commencement .-I Jrillipu •>•.•---
the Drilling Parties so request, title etammatior. shall be made on the leasrt and/or oil and gas interests included ' ,-u.--.---

«> rd, n the JnlUna unit around such weU. The opinion will itKtud* the ownership of the working interest, mineral • - . < 
I r. »jltv jnJ prixJuction pa*ments under the applicable leases At the time a well is proposed, each partv o-ntnNi'in* . 

a \ interests to the Jfillsne. <<r to he included m su*h Jnllin* unit, shall furnish to Operator all arntraits .nitudin* ••- -J<* 
ri-r«-r'v 'itte fmions. title pir«« and (.utatise maieriil in its ê is-̂ -ui-ei tree ol vharee All suvh iniormao- o n. t •• ~. 

wJr j . jil.jr-ie t.- Ci*-ttu« *•» 'he ."aftirs. Nit r>.ie\saf\ i>«f the i-sammati.'n .it the title, -.hall Se .-hta-ned "i •.)-> ' 
>• -amines.' •*> j't rnev* n .tv «taJt • r *i\ I.'M.U it". rm-w ' r,l*> • • af '"le r , f"' n* "-hail ^ '-"' 

- • • \'-r < r. .fi-i iSfit . 't n 'fu* 'i'e «ram -.hal v S rne •» : ii- *v 



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

ARTICLE IV 
continued 

1 52 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination 
2 (including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the DriUmn Parties 
3 in the proportion that-the interest of each Drilling Party bears to the total interest oi all Drilling Parties as such interests appear m Ex 
4 hibit " A " . Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance ot tne atx>*e 
"5 functions. 
6 

7 Each party shall be responsible for securing curative matter and pooling amendments or agreements required in ..rr.ect cp 
3 with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording ot poourw 
9 designations or declarations as well as the condua of hearings before governmental agencies for the securing of spacing or pooling oraers. 

10 This shall not prevent any party from appearing on its own behalf at any such hearing. 
11 

12 No well shall be drilled on the Contraa Area until after (1) the title to the drillsite or drilling unit has been examined <s aboie 
13 provided, and (2) the title has been approved by the examining attorney or title has been accepted by aU of the parties who ar« to par 
14 ticipate in the drilling of the well. 
1*5 

16 B. Lou of Title: 
17 

18 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss .-es.ms :n a 
19 reduction of interest from that shown on Exhibit " A " , the party contributing the affected lease or interest shall have ninetv 00 oa*s 
20 from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, wr.ich acquisi 
21 tion will not be subjea to Article Vlll.B., and failing to do so. this agreement, nevertheless, shall continue in force as to ail remaining oil 
22 and gas leases and interests: and, \ 
23 (a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shfcl not se 
24 entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid concurred. 
2*3 but there shall be no additional liability on its part to the other parties hereto by reason of such title failure: J: 
26 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has 
27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title iailure has oc 
28 curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract 
29 Area by the amount of the interest lost; 
30 (c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area s 
31 increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase n ius n 
32 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with -u^h 
33 well: 
34 fd) Should any person not a party to this agreement, who is determined to be the owner of any interest in the title »n«.h na's 
35 failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the parts or ,-ar:ies 
36 who bore the costs which are so refunded; 

3"" ie) Any liability to account to a third party for prior produaion of oil and gas which arises by reason of title iailure vf ail V 
38 borne by the party or parties whose title failed in the same proportions in which they shared in such prior production: ana 
39 if) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense ot :he ir ti-rest 
40 claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expert m 
• I connection (herewith. 
42 
t\ 2. Loss by Non-Payment or Erroneous Payment of Amount Duet If. through mistake or oversight, anv rental -but ' 
A pavment. minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein r— 
i5 there shall be no monetary liability against the party who (ailed to make such payment. Unless the partv who failed to make : - i v . ~ -
ifi pavment secures a new lease covering the same interest withm ninetv ,9T0 Jays from the discovery ot the failure to make proper -a*-\ 

which acquisition will not be subject to Article Vlll.B . the interests ot the parties shall be revised on an acreane basis e 
date of termination of the lease involved, jnd the party who tailed to make proper payment will no lonuer be credited with an >• -

.9 the Contract Area on account of ownership of the lease or interest which has terminated In the event the partv who tailed t. - .n - • 
V) required pavment shall not have been fully reimbursed, at the time ot the loss, from the proceeds of the sale of oil and *xs j f < 

I the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account j i -IKH - \ - :̂ 
52 shall be reimbursed lor unrecovered aaual costs theretofore paid hy it hut not for its share of the cost ot any Jrv hole pr.% - . -
M or wells previously abandoned) from so much of the tollowinu as is nece-csarv to ellect reimbursement. 
M a> Proceeds of oil and gas. less operating expense, theretoiore accrued to the credit ol the lost interest. *>n an ^ r- • 

55 up to the amount of unrecovered costs; 
V. bi Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acrc-aite basis i > • - -

.'il and iias thereafter produced and marketed 'excluding production tn-m any wells thereaiter drilled! which, m the jbvr-, •, • -
SH termination, would he attributable to the lost interest on an acreage hasis. up to the amount ot unrecovered io-n tbe •- . 
*-'> portion ot the oil and (as to he contributed by the ocher parties in proportion to their respective interests, anj 
u i o Anv monies, up to the amount of unrecovered costs, that mav he paid by anv partv who is, or becomes the •••»-•' 

r.| lost lor the privilege ol participating in the Contract Area or becoming a party to this agreement 

'* of de le 
<,< * Other Ureses All leases/incurred, other than those set forth in Articles IV B I and IV B 2 aNm- -h..: > *nt 
i ^ and -.hall he home hv all panies in proportion to their interests There shall he no readiustment ol interests m the trr...s."( -v*- -
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ARTICLE V. 

OPERATOR 

A. Designation aad "Responsibilities of Operator: 

6 Santa Fe Energy Operating Partners, L.P. ^ ^ 
7 Operator ot the Contraa Area, and shall condua and direa and have full control of ail operauons on the Conuaa Area as perm cted ir.a 
8 required by. and within the limits of this agreement. It shall condua all such operations in a good and workmanlike manner, but .: sr.a-
9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result trom gross 

10 negligence or willful misconduct. 
11 
12 B. Resignation or Removal of Operator aad Selection of Successor: 
13 
14 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to NonO.-erators 
1 *> [f Operator terminates its legal existence*no longer owns an interes^hjre^der j^' e^Pg t r |f t |\j^t<M^*W151ron*ff cMf r*-*4^ ~~4 y • -
16 Operator. Operator shall be deemed to have resigned without any action by ™~s\r—-"<~ "-gpr r'rn i<M^-»^-^y^*^rrjjr^''^'v"7 _ -. 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership ,~bvIr.t~°~ 
18 affirmanve vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit "A" remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7 00 o'clock A M on the 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of nouce of resignauon by Operator or icaon 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duues of Operator at an earner 
22 date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator A ch.angej.ot i cc 
23 porate name or struaure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporauon. snail not 
24 be the basis for removal of Operator, "becomes bankrupt, insolvent, or i s placed in receivership. 
2*5 f 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shail be selected bv 
27 (he parues. The successor Operator shall be selected from the parties owning an interest in the Contraa Area at the time such successor 
28 Operator is selected. The successor Operator shall be seleaed by the affirmauve vote of two (2) or more parues owning a majority meres; 
29 based on ownership as shown on Exhibit "A"; provided, however, ii an Operator which has been removed fails to vote or votes onlv :o 
30 succeed itself, che successor Operator shall be seleaed by the affirmative vote of two (2) or more parties owning a majority intern t based 
31 on ownership as shown on Exhibii "A" remaining after excluding the voting interest of the Operator that was removed. 

32 
33 C. Employees: 
34 
3*5 The number of employees used by Operator in conducting operations hereunder, their selecuon. and the hours of labor .ind -he 
36 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Opentor 
37 
38 O. Drilling Contracts: 
39 
40 AU wells drilled on the Contract Area shall be drilled on a competitive contraa basis at the usual rates prevailing m the area : so 
41 desires. Operator may employ its own tools and equipment in the dolling of wells, but its charges therefor shall not exceed the pr-w -< 
A 2 rates in the area and thjg rate of such charges shall be agreed upon by the parues in writing before drilling operations are commence ar.c 
A ) such work shall be performed by Operator under the same terms and conditions as are customary and usual m the ares m contracts oi n 
44 dependent contractors who are doing work of a similar nature. 
4*) 

46 

47 

48 
4 9 ARTICLE VI. 
V) DRILLING AND DEVELOPMENT 

Tl 
12 A. Initial WeU: 
*)3 
\4 On or before the__Li£___day al M a v I093 . Operator shall commence the drulmj oi j « n. • ' 

•j") od and gas at the folio wing location: 

* 1980' F a & 660' FNL S«ction 9, T-24-S, R-25-E 
v 
in 
v» 
00 and shall thereafter continue the drilling of th* well with due dihtenre to 10, 300' or to a depth _ J e c ^ : e 
M to test the Strawn Formation, whichever is the lesser. 

iA 

A 

A ..nlevi <r jn.t* jt .iner pramejll* impenetrable sufrvanre or ^undinon <n ifse hote wh»h renders further Jr..l.na -Cf..r<»J 
. _n rfrvi ii j r--\«-r j>p<h >r .arileM all parne* <*ree to ,'mplese <t abanoxm 'he well ai a losee Je îh 

i « r v f i *,il Ti—t 'eav nahte evs < lil t.*-<ati> ns ns»..vin'eresj Jv»«n« drilling when <i»e rvdmnon of nu -u~< 

,4* - , • _:!H ie*il '.' r+t . rev a<fn—"Sent \hail V ThieO n -i irf iiuliiH lu I >pmls !iyrfiti'«l .f n f . : vis i 

. • * * y i -v •r»,..f .\! 1 'ewi nl> -*r ' f — at.. <• r • «~itii>ns • wr>.»ri -his urn merit mav 4pci» 
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ARTICLE VI 

continued 

1 11, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug md abandon the 
2 well as a dry hole, the provisions of Article VI.E.l. shall thereafter apply. 
3 
4 -~ 
5 
6 B. Subsequent Operations: 
7 

8 1. Proposed Operations: Should any party hereto desire to drill any well on the Contraa Area other than the well provided 
9 for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by ail 

10 the panies and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the 
11 other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
12 uon and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the rioace 
13 within which to notify the party wishing to do the work whether they elea to participate in the cost of the proposed operauon If i arm 
Is* mg rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response per.oc shai oe 
13 limited to forty-eight (48) hours, aerluriiia nf Snturrlny, Sunday md Ugil hnlirhya Failure of a pany receiving such nouce to reply » it.-, in 
16 the period above fixed shall constitute an election by that pany not to participate in the cost of the proposed operauon. Any nouce or 
17 response given by telephone shall be promptly confirmed in writing. 
18 
19 
20 

21 [f all parties elea to participate in such a proposed operation. Operator shall, within ninety (90) days after expiration of the nouce 
22 period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling ng Saon loca-
23 uon, as the case may be), aaually commence the proposed operation and complete it with due diligence at the risk and expense c^ail pax 
24 ti« hereto: provided, however, said commencement date may be extended upon written notice of same by Operator to the oihef"parues. 
25 for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary p obtain 
26 permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete utl; ex 
27 amination or curative matter required for tide approval or acceptance. Notwithstanding the force majeure provisions of Amcle XI :: the 
28 aaual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein ind 
29 if any party hereto still desires to condua said operation, written notice proposing same must be resubmitted to the other parues m ac cor 
30 dance with the provisions hereof as if no prior proposal had been made. 
31 
32 
33 
34 2. Operations by Less than AU Parties: If any party receiving such notice as provided in Article VI.B.l or vn.D 1 Opaon 
35 No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Arucle. the pany or parues 
36 giving the nonce and such other parties as shall elea to participate in the operation shall, within ninety (90) days after the expiranon oi 
37 the nouce period of thirty (30) days (or as prompdy as possible after the expiration of the forty-eight (48) hour period when a drilling r g LS 
38 on locauon. as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall pert orm au 
39 work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on locauon. and a Operator J 
40 a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera 
41 tion for the account of the Consenting Parties, or (b) designate one (I) of the Consenting Panies as Operator to perform such *ork Ccr. 
*2 senung Parties, when coisducting operations on the Contraa Area pursuant to this Article VI.B.2.. shall comply with all terms and con 
43 ditions of this agreement. 
44 

45 

46 

47 Lf less than all parties approve any proposed operation, the proposing party, immediately after the expiranon of the appbcibie 
4* nouce period, shall advise the Consenting Parties of the total interest of the parties approving such operaoon and its recommendation AS 
49 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Pany. within fony -eight 48 hours 
V) ---'•[- • - -' c-y•"*iy g - iHr- -n J '~ga' w-'i Jiy*) ~f—r receipt of such notice, shall advise the proposing party oi its desire to a amn pu 
51 ticipauon to such party's interest as shown on Exhibit "A" or ib)carry its proportionate part of NonConsenang Panies' •nteresu .rc 
52 failure to advise the proposing party shall be deemed an election under (a). In the event a dnlling ng is on location, the ume permitted :r 
, 3 such a response shall not exceed a total of forty-eight (48) hours uncluave of Saturday. Sunday and legal holidays). The propose* pi- > 
54 at its election, may withdraw such proposal d there is insufficient parucipauon and shall promptly notary all parties ot such oesision 
55 
56 
57 
58 The entire cost and nsk of conducting such operaoons shall be borne by the Consenting Parties in the proportions -J~f "a-r 
59 elected ro bear same under the terms of the preceding paragraph Consenting Paroes shall keep the leasehold estates if»o.>a1 -
>C operaoons free and clear of all liens and encumbrances of every kind created by oe arising from the operaoons oi the Consenon| ? ir es 
<A li such an operaoon results in a dry hole, the Consoiong Paroa shall piug and abandon the well and restore the surface ion'..on • 
bl sole coat, ns* and expense U any well drilled, reworked, deepened or plugged bark under the provTsaons of tha Article res„.3 m a :' 
o s ducer ol oil malar caa in paying quantities, the Consenong Paroes shall complete and equip the well to produce at thev sole tc-» arc! ' i i 
M 

M 

tes 

1 

s. 
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ARTICLE VI 
continued 

1 and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consents Par 
2 ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Panes 
3 in accordance with the provisions of this Article, each Non-Consenting Pany shall be deemed to have relinquished to Consenting Parties. 
4 and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such NonConser.ur.g 
5 Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the weU cr 
6 market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding rovalty and other n 
7 terests not excepted by Article III.D. payable out of or measured by the production from such well accruing with respect to such interest 
8 until it reverts) shall equal the total of the following: 
9 

10 
11 
12 (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead 
13 connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such 
14 NonConsenting Parry's share of the cost of operation of the well commencing with first production and continuing unul each sue n Son 
15 Consenting Party's relinquished interest shall revert to it under other provisions of this Arucle, it being agreed that eaci \cn 
16 Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenung 
17 Party had it participated in the well from the beginning of the operations; and 
18 
19 
20 
21 (b) 300 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, tesung and completing 
22 after deducting any cash contributions received under Article VID.C.. and 300 % of that poruon of the cost of newly acquirec equip-
23 ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Panv, if it had 
24 participated therein. T 
25 r 

26 
27 
28 An election not to participate in the drilling or the deepening of a well shall be deemed an elecuon not to participate m k-nv re 
29 working or plugging back operation proposed in such a well, or portion thereof, to which the iniual Non-Consent election applied .rat s 
30 conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Parry's recoupment account An. sucn 
31 reworking or plugging back operation conducted during the recoupment period shail be deemed part of the cost of operauon ot sa d wei 
32 and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent (100%) of that poruon of the costs ct 
33 the reworking or plugging back operation which would have been chargeable to such NonConsenting Party had it participated therein 1; 
34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Arucle VI B shall be ap-
35 placable as between said Consenting Parties in said well. 
36 
37 
38 
39 During the period of time Consenting Parties are entitled to receive NonConsenting Party's share of production, or the 
40 proceeds therefrom. Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production not excepted :>> Ar 
42 tide III.D. 
43 
44 
45 
46 In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to ..se tree 
4" of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shail remain unchanged ar.v. -oc-
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such p 
49 ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage. 
50 
51 
52 

53 Within sixty (60) days after the completion of any operation under this Article, the party conducing the operations • •< ~e 
54 Consenting Parties shall furnish each NonConsenting Party with an inventory of the equipment m and connected ro the »e i ..-o >-
55 itemiied statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for product•••r ' 
Vs option, the operating party, in lieu of an itemized statement ol such costs of operaoon. may submit a detailed statement ci - -•-
57 mes Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above the partv -< -
5« operations for the Consenting Parties shall furnish the NonConsenting Panies with an itemized statement ot all costs a TO J - - -
59 oarred m the operation of the well, together with a statement ol the quantity of oil and gas produced from it and ihe amuu.-v * p- — ̂  
i-O realized from the sale of the weU's working interest production dunng the preceding month. In determining the quantii v < .< ,> . 
'il produced during eny month. Consenong Panies shall use industry accepted methods such as. but not limited to. me*<-r -< * . i - •. 
<>2 well tests Any amount realited from the sale or other disposition of equipment newly acquired m connection *nh an» v„. - <cx-y -
'A whveh would have been owned by a NonConsenting Party had it paniopaied therein shall be credited against the tout a-fe-jm-v ^ 
• A J< the work done and of the equipment purchased in determining when the interest of such NonConsenting Partv <.r,au -evert • ,s 
ii5 aSave prnviursi. and if there is a credit ba lance, it shall hr paid to such Non Cnnsrrumm P»«« 
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ARTICLE VI 
oontinuerl 

1 tf and when the Consenting Parties recover from a NonConsenting Party's relinquished interest the amounts provided for lbcve. 
2 the relinquished interests of such Non-Consenting Party shall automatically revert to it, and. from and after such reversion, such Non 
} Consenting Party shall "own the same interest in such well, the material and equipment in or pertaining thereto, and the prod action 
4 therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or pu ggmg 
5 back of said well. Thereafter, such NonConsenting Party shall be charged with and shall pay its proportionate part of the further costs or 
6 the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 
7 
8 

9 

10 Notwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all parties, no wells shall 
11 be completed in or produced from a source of supply from which a well located elsewhere on the Contraa Area is producing, uniess such 
12 well conforms to the then-existing well spacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article V I A 
17 except (a) as to Article VII.D.l. (Option No. 2), if seleaed, or (b) as to the reworking, deepening and plugging back of such initial well 
18 after it has been drilled to the depth specified in Article VI.A. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
19 duction, ceases to produce in paying quantities. 
20 
21 
2 2 "fr 
23 3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and ail tests ha>e seen 
24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's nonce proposing i 
25 reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling otfceepen-
26 ing operation just completed. Stand-by costs subsequent to all parues responding, or expiration of the response ume permitted, whichever 
27 first occurs, and prior to agreement as to the participating interests of all Consenting Parues pursuant to the terms of the second g.-am-
28 maocal paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently 
29 withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenung Parues in the proportion 
30 each Consenting Party's interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all Consenting Par 
31 ties. 

32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operation shiJ 
36 also be applicable to any proposal to directionally control and intentionally deviate a well (rom vertical so as to change the bottom -oie 
37 location (herein called "sidetracking"), unless done to straighten the hole or to drill around junk m the hole or because ot ; t-e-
38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest the 
39 affeaed well bore at the time of the notice shall, upon eleaing to participate, tender to the well bore owners its proportionate share .equai 
40 to its interest in the sidetracking operaoon) of the value of that portion of the existing well bore to be uuliied as follows: 
4-
42 

43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs mcarrec n 
45 the initial drilling of the well down to the depth at which the sidetracking operation is initiated. 
46 
47 
48 
49 lb) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis ot he » 
50 salvable materials and equipment down to the depth at which the sidetracking operauon is initiated, determined in accordance with ~c 
51 provisions of Exhibit " C " . less the esbmated cost of salvaging and the estimated cost of plugging and abandoning. 
52 
53 
54 
55 In the event that nooce for a sidetracking operauon is given while the drilling ng to be utilized is on location, the response r*- ^ 
56 shall be limited to lorry-eight (48)hours, exclusive of Saturday. Sunday and legal holidays; provided, however, any panv mi, - ^ . ^ 
57 receive up to eight 18) additional days after expsraoon of the lonv eight (48) hours within which to respond bv paving tor ai. -
58 incurred dunng such extended response period. U more than one party elects to take such addioonal time to respond to the - t, -
59 by coats shall be allocated between the paroes taking additional time to respond on a day-to-day basis in the propomon n*.K ax ~» 
b0 ty i interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" ol all the electing parties ai 

61 stances the response period to f proposal for stdnxtckmg shall be limited to thirty (30) days. 

62 

63 

(-5 C. TAKING PRODUCTION CN KENDt 

Ea*h panv shall fake in kind or separately Ji i f~r of its proporooruie sJwe of all oil and I as produced from 'Se i xr.'k.-

> rtclu«ve ot pfi«JcnTion whwh mat he uird in doeWierrtent and prod uc me operauons and in preparing and treanag ^ «. 
'4/lf>m< psarr«'s<s and pri'sJustion una>u«iablv lust Anv rst/a etpenditufe incurred in the taking in kind or sepvate-Cuprj*'.^ • 

" • -wt» ^ .is prvT«vtionate share it -.he production shail be bum* bv sui,ri pans Anv pany taking its share ol projiwucn in -—t sr.* 
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continued 

required to pay for only its proportionate share of such pan of Operator's surface facilities which it uses. 

Each parry shall execute such division orders and contracts as may be necessary for the sale of its interest in production from 
the Contraa Area, and, except as provided in Article VII.B., shall be entitled to receive payment directly from the purchaser thereof tor 
its share of all production. 

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 
the otl produced from the Contraa Area. Operator shall have the right, subject to the revocation at will bv che partv owning t out -..•: 
the o b U g a t i o n ^ g D i ^ ^ for the account of che non-tax:.,* pa: , at -e 
best price onmmhla in the area tor such production. Any such purchase or sale by Operator shall be subject always co the rur.t :t :r-
owner of the produaion to exercise at any time its right to take in kind, or separately dispose of. its share of ail oil not pr?v.ous,. 
delivered to a purchaser. Any purchase or sale by Operator of any other pany's share of oil shall be only tor such reasonable periods ot 
time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period n excess 
of one (1) year. 

In the event one or more parties' separate disposition of its share of the gas causes split-stream deliveries to separate pipeline-; and or 
deliveries which on a day-to-day basis for any reason are not exactly equal to a pany's respective proportionate share ot total gas sales to 
be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing 
agreement between the parties hereto, whether such an agreement is attached as Exhibit " E " . or is a separate agreement. 

D. Access to Contract Area aad Information: 

Each party shall have access to the Contraa Area at all reasonable times, at its sole cost and risk to inspect or observe opei aucns 
and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator"; oooics 
and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports £<si with 
governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the t.rst :i 
each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area The .ost ot 
gathering and furnishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re 
quests the information. 

E. Abandonment of Wells: 

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2.. any well which his been 
drilled or deepened un^<[J(Xkf terms of̂ tfujajreement and^prooosed jo ^ c ^ T P ' e , e c ' a ^ s n - J - ^ n o t be plugged and aca.~dcr.ed 
without the consent of«tt>partie./iffould Operator. a?reV dmgent enWt.̂ be uniole-to oontaô any parfy, or should any parts :a;, :c renv 
within forty-eight (48) hours tewahw>we if Snwaai'i Swji" mi ligil k-'ndi;ii) after receipt of nouce of the proposal to plug and ipancc-
such well, such party shall be deemed to have consented to the proposed abandonment. All such weds shall be plugged and abandoned r 
accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or derrtyr r. i 
such well. Any party who objects to plugging and abandoning such well shall have the right to take over ihe well and conduct - r̂t.-.er 
operations in search of oil and/or gas subjea to the provisions of Article VI.B. 

2. Abandonment of Wells that have Produced: Except for any well in which a NonConsent operauon has been .:r.:ui.-e-. 
hereunder for which the Consenting Parties have not been fully reimbursed as herein.provided, anv well which has been compie-:d as . . , J I J . sucn /pxTii'ne a current interest rr. .sue. 
producer shall not be plugged and abandoned without the consent ot «ia^>arties/IT-aĵ ajTSs consent to su.cj^andonment. the id, v.-a. 
be plugged and abandoned in accordance with applicable reguiauons and at the cost, risk and expense ot «*-the parues hereto Lt vtr 
thirty t30) days after receipt of notice of the proposed abandonment ol any well, all parties do not agree to the abandonment of suvh »e; 
those wishing to continue its operaoon from the intervals) of the formauon(s) then open to production shall tender to each oi -he 
partie/4?tJ^opOrtionate sftS*olfl?eCvaIuelof^eCwleU^^v'atile matenai and equipment, determined in accordance with the prev s.:-s 
Exhibit " C " . less the estimated cost of salvaging and die estimated cost of plugging and abandoning. Each abandoning partv sr^ ,v* < 
the non abandoning parties, without warranty, express or implied, as to ude or as to quanary. or fitness for use of the ê uipme-1 
material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to. but omv as -o -e -
terval or intervals of the formation or formations then open to production. If the interest of the abandoning panv is or incudes m J -
gas interest, such party shall execute and deliver to the non-abandoning party or paroes an oil and gas lease, limited to the inter*- a. . r -
tervals of the formation or formations then open to production, lor a term of one (1) year and so long thereaiter as oil and or m s r-
duced (rom the interval or intervals of the (ormation or formations covered thereby, such lease to be on the form attached ^ E >~ -.r* 
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corttuiued 

t "B". The assignments or leases so limited shall encompass the ''(drilling unit" upon which the well is located The payments bv and the 
2 assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage oi parucipauon r. ine 

3 Contrsa Area to the aggregate of the percentages of participation in the Contraa Area of all assignees. There shall be no readiusiment ot 

4 interests in the remaining_portion of the Contraa Area. 

5 
6 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production from 

the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re­
quest. Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con 

9 templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned 
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shail then have the option to 
repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-

12 visions hereof. 
13 
14 3. Abandonment of NonConsent Operations: The provisions of Article VI.E.l. or VI.E.2. above shall be applicable as between 
15 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no weii s.-.a.. oe 
16 permanently plugged and abandoned unless and until all parties having the right to condua further operauons therein have been not nee 
17 of the proposed abandonment and afforded the opportunity to elea to take over the well in accordance with the provisions of this Arucle 
18 VI.E. 
19 
20 ARTICLE VII. 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 J. 

23 A. Liability of Parties: I 
24 -

25 The liability of the parties shall be several, not joint or colleaive. Each party shall be responsible only for its obiigauofis. and 
26 shall be liable only for its proportionate share of the cosu of developing and operaung the Contraa Area. Accordingly, the liens grar ted 
27 among the parties in Article VII.B. are given to secure only the debts of each severally. It is not the inienuon of the parues to create nor 
23 shall this agreement be construed as aeating. a mining or other partnership or association, or to render the parues liable as partners 
29 
30 B. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in us share 
33 of oil and/or gas when extraaed and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided in Exhibit " C " . To the extent that Operator has a security interest under the Uniform Commercial Code ot he 
35 state. Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob 
36 taming of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise attect the '• en 
3" rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the pavment of its share 
*8 of expense. Operator shall have the right, without prejudice to other rights or remedies, to collea from the purchaser the proceeds :r;-m 
39 the sale ot such Non-Operator's share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paic Eav ~ 
;0 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a ;;*e en 
• 1 and security interest to rive Non-Operators to secure payment of Operator's proportionate share of expense 
•>2 i 
43 If any party fails oe* is unable to pay its share of expense within sixty (60) days after rendition ol a statement •.hervt.̂ f 
w Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount m the proper:;. •• ai 
>5 the interest of each such party bears to the interest of all such parties Each party so paying its share of the unpaid amount sh.,1. nt̂ r 
40 reimbursement thereof, be subrogated to the security rights described m the foregoing paragraph. 
47 
4fl C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incurred n the devu rm, -t 
51 and operation of the Contraa Area pursuant to this agreement and shall charge each of the parties hereto *uh tho.r rc^rs,- -e rr c ' 
52 nonate shares upon the expense basis provided in Exhibit " C " Operator shall keep an accurate record of the io-it u,, un* - - -
5 s showing expenses incurred and charges and credits made and received 
54 
55 Operaior. at its election, shall have the right (rom time tn time to demand and receive from the oiher rartu-s ,-avm -• 
Vi ,i iheir rrspestive shares of the estimated amount of the expmse to be incurred in operations hereunder Jur ng the -v >• 
5" month, which naht mav be exercised onty by submission io e-ach such panv >'t an uemued statement o< such estimav- - -
5»• wuh an invone lor its share thereof Each such statemc-nt and invoice tor :h« pavment m advance ol estimaied rs,» n*- >ha.i ~-
5-' .-n nr More the 2"ih dav ol the next preceding month. Each partv shall pay to Operator its proportionate share . : >wit •• • 
<<> iiltrs-n . I 5' davsaJirr such estimate and invoice is received. It anv partv tails to pay its share ol said estimate within van. ~ he . 
' I jue •-hall hear interest as provided m Exhibit " C " until paid Proper adjustment shall be made monthly tutwewi jsai ,-:««. 

rvnvr ••' ihe end that rash party shall brar and pav us proportionate vhare ol actual expenses incurred, and no -n.-ri-
- , l 

i-i D I imitation of Ktpmditures: 
. .s 

1 ,'>r'; r Hn^vn vV'ilh.-ul 'he . . iisa-ni •» ail r-artiev i.. well %hjll N- drilled .<r J<TT*rn'sJ r i n f l . n i »r . . j'l io', T r -» -

• hi- ' :>H-nv i \rtu*e M II 2 t this nrvsi'ii-nt <\.nvrni t:* the JnUina .Ivepenm* »hal! -nc.-de 
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continued 

1 i ^ Ofiiox Me. li .Ml MMiwy «apewi'ii«>« (at the dulling a* dieawiwi, testing, eawipkiing n J unuipeini; gi i>; . u u u , . t 

2 mr,,,y t-.l-.j. ,r,AU, ...J.,. {^V...*.-

3 " 
4 _X Option No. 2: All-necessary expenditures for the drilling or deepening and testing of the weU. When such weii -.as reac.-.ed :s 
5 authorized depth, and all tests have been completed, and the results thereof furnished to the parties. Operator ihall give Ttr-eeĵ .-e '.:.;« 

to the N'on-Ooe£|tors whg^w^rtfhtjM w !fc58'STh< parties receiving such notice sn*u fa-.* :„r:-. -
-(?• hoursAiMilwiii i n îitnri?T)i Snnniy inn iognl hnliil iiit j in which to elect to participate in the setting ot casing and the cc~c ettcn at 

8 tempt Such election, when made, shall include consent to all necessary expenditures for the completing and equipping ot such *c.i. n 
9 eluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply wuhin the period atxAe tuec shail 

10 constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than <i! ot the parties 
11 elect to set pipe and to attempt a completion, the provisions of Anicle VI.B.2. hereof (the phrase "reworking, deepening or plugum* 
12 back" as contained in Article VI.B.2. shall be deemed to include "completing"') shall apply to the operauons thereaiter conducted bv ;ess 
13 than all parties. 
14 
15 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a we,l -ew rxeo ' 
16 plugged back pursuant to the provisions of Arucle VI.B.2. of this agreement. Consent to the reworking or plugging back ot a ; -..-.j.; 
17 include all necessary expenditures in conducting such operauons and compleung and equipping of said well, including necessary tannage 
18 and/or surface facilities. 

19 
20 3. Other Operations: Without the consent of all parues. Operator shall not undertake any single proiect reasonably cstir-.a;?-: 
21 to require an expenditure in excess nf Twenty Thousand and no /100 rv,ll»rs S 20 ,000 .00 
22 except in connection with a well, the drilling, reworking, deepening, compledng, recompleung, or plugging back of wruchrh.as oe-n 
23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, t.re flood or other sudden 
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in us opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the err.erienc teethe other 
26 parues. If Operator prepares an authority for expenditure (AFE) for its own use. Operator shall furnish any Non-Opera to- so recuestmsj 
27 an information copy thereof for any single project costing in excess nf Twenty Thousand and no/ 100 
28 Dollars (*20.000. 00 ) but less than the amount first set forth above in this paragraph. 
29 
30 E. Rentals, Shut-in Well Payments and Minimum Royalties: 

31 
J2 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid ov t.-.e 
33 party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and ha e .cn 
34 tnbuted interests in the same lease to this agreement, such parties may designate one of such parties to make said payments tor and cn 
3? behalf of all such parties. Any party may request, and shall be entided to receive, proper evidence of all such payments In ne c ent 
36 failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight a here such pav 
37 ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with :ne pro-
38 visions of Article IV.B.2. 
39 
40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production 
Ai of a producing gas weiL, at least five {S) days (excluding Saturday. Sunday and legal holidays), or at the earliest opportunity o<-~ -r-j 
42 circumstances, prior to tauting such action, but assumes no liability for failure to do so. In the event 01 failure bv Orera-or • 
A} Non-Operator, the loaŝ of any leaae contributed hereto by Non Operator for failure to make timely payments ot anv shut n weii pav-,-: 
U shall be borne jointly by the parties hereto under the provisions of Article IV B.3 
45 
46 F. Taxes: 

47 

IR Beginning with the first calendar year after the effective Jate hereof. Operator shall render for ad valorem taxation a ', r' Tvr-
19 subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon v t c -<.-• 
0̂ become delinquent. Pnor to the rendition date, each Non-Operator shall furnish Operator information as to burdens to nv de -v.: 

s| he limited to. royalties, overriding royalties and production payments! on leases and oil and gas interests contribute h> \ -
52 Operator If the assessed valuation of any leasehold estate is reduced bv reason of its being subiect to outstanding, excess - - • • > 
5 < riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall mure >o the Srneiit • 
54 owners of such leasehold estate, and Operator shall adiust the charge to such owner or owners sn as to reflect the rmn • 
ss, rion If the ad valorem taxes are based in whole or in part upon separate valuations of each party's working interest he-- »• 
sr, anything to the contrary herein, charges to the ioint account shjll he made and paid by the parties heret. n *un e • • 
5"1 value generated by each pany's working interest Operator shall Nil the other parties for theif proportionate sha.--.-s 1 
54 the manner provided in Exhibit " C " 
5') 

.0 If Operator considers anv tax assessment improper. Operator mav. at its discretion, protest wn-.n -.• 
»,| pres.rihed hv law. and protrvute the protest to a final detrrminatum. unless all parties aaree to ahanj.<n th, ' • «• 

mmation IXir.ng 'he pitsdencv of administrative or ludisial pruevslings Operator may elect 10 pav unOcr pr t.̂ t 
.,1 nu-fesi and prnaltv When anv sush protected assessment shall have Nrm tmallv determined Operator vh.j; ~a» •-• 
.) ,, unt t.'eeihcr with anv interest and rsmaltv asirurd. and the r. t . .-st shall hen he asv-ssesl j*ainM the r-an-i-s , . — 
.5 pr. . Jed in Fsh.St C " 

• . h - j f > shall pav . I . ai.sr ••• 'V |-i.-: ail fr »...»ti. n « v : An. • s ..-at" r r< jH-1 -:i»-f • , m * rr> »-: 

.•» »:...•-. n • •< "aiSuiina t „»h h'''> » "a -- ' 1 jr. . .f nr «: ...•_ -di-r hv virss t '• * .«:>• •• * 

• «-..-. . . .H rs» a < r U * -ind t r u d e o i l W i n d f a l l P r n f i r r a v . « 
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ARTICLE VII 
continued 

1 G. Insurance: 

2 
} At all times white operations are conducted hereunder. Operator shall comply with the workmen's compensation j * r 

the state where the operations are being conducted: provided, however, that Operator may be a self insurer tor liability under sa o 
1 pensation laws in which event the only charge that shall be made to the joint account shail be as provided in Exhibit "C" Ooerj:;r 
b also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit "D". attached to ano mace ..-..-: 

hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen s comp<.:-.sa..on 
8 law of .he state where the operations are being conducted and to maintain such other insurance as Operator may require 
9 

10 In the event automobile public liability insurance is specified in said Exhibit "D", or subsequently receives the apprmj, :t tne 
11 parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment 
12 
13 ARTICLE VIII. 

14 ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST 
15 
16 A. Surrender of Leases: 
17 

18 The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole 
19 or in part unless all panies consent thereto. 
20 
21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do -.o: 
22 >gree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all ot us ir£er?s: -
23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production 
24 thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil an£ gas 
25 terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil ana gas ease cover-.rg 
26 such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from die land covered •i.e.-ebv 
27 lease to be on the form attached hereto as Exhibit "B". Upon such assignment or lease, the assigning party shall be relieved :rcm 
2H obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation. : i,n v . 
29 attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment ,r.d pro 
30 duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall oa* :o :.-e 
31 party assignor or lessor the reasonable salvage value of the Utter "s interest in any wells and equipment attributable to the ŝigned ?r t Js 
52 ed acreage. The value of all material shall be determined tn accordance with the provisions of Exhibit "'C . iess the estimated . ;s: 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one parts the n.t.;res: 
34 shall be shared by such parties in the proportions that the interest of each bears to the total interest of ail such parties 
35 
3<i Any assignment, lease or surrender made under this provision shall not reduce or change the assignor 's, lessor \ or ^r-e-_e- - ^ 
3" party s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area, and the i.-r.<r 
18 assigned, leased or surrendered, and subsequent operations thereon, shatl not thereafter be subjea to the terms and provisions t -.his 
s9 agreement. 
40 
A I 8. Renewal or Extension of Lea test 
42 
43 If arty party secures a renewal of any oil and gas lease vuhject to this agreement, all other parties shall be noticed prompt.v ~_ 
44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in tne owner h r 
H5 renewal lease, insofar as such lease affects lands within the Contract Area, hy paying to the party who acquired u their ra. -r --. - -• 

portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be n prop r-, n -
47 interests held at that time by the panies in the Contract Area. 
4M 
49 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be ownesj hv -• 
sn who elea to participate therein, in a ratio based upon the relationship of their respective percentage ol participation in the C n : : 1 • 
51 to the aggregate of the percentages of participation m the Contract Area of all parties participating in the purchase ..t .uvh sa. . 
52 Any renewal lease in which leu than all parties elect to participate shall not be subjea to this agreement 
5s 
54 Each pany who panicipstes in the purchase of a renewal lease shall be given an assignment ot its proportionate nt, 
55 by the acquiring pany 

56 
s" The provisions ol this Article shall apply to renewal leases whether thev are for the entire interest covered K* N I 
5M .>r vovrr only a pon ion ol its ares or an interest therein Anv renewal Ic-as* taken before (he expiration ot its prisJcct-ss. < - ^ 
59 vextracted for wiihin ua "'ii months after the expiration of the exisiina lease shall be lubjea to ihis provision hut ani , ^ 
it) iratted lor more than six tdl months after the expiration of an existing leasr shall not bs d*en>ed a rene wal lease anJ >hj -
(,| the provisions of this agreement. 
.. J 
M The provisions in this Article shall also he aprlxahle to extensions oi oil and aas leases 
'»> 
i.s C. Acreage or Cash Contributions: 

sAv-.ie -hi* J < f r riTifTi' ,s n r. r,e il anv parts ^•nirm%i\ Ut A ..ontnhuiwn .W i a.sh towards 'he drilling I a »?u 
.» rv'jf n n ' r i . it-ail \r, j v„» h n-r h.i-i. n -hail hr paid \> 'he par's »n» . 'nduitesl the drilling .,r 'her <f\t j"***. u~ 

i,-f' isd -v • Enlist he . si t ...,h •• : « 4 • (*vf petition !t 'he ,.>r.tfir«siti%>« f* in 'he form .t atreaae -*v ~ar:« n »TT»-
. K .. „ . — ,r.j.l pr •*••' . •."!.:<•• i* jv^j-Tr?• !•*:, T w i t h . v , i »arrantv 4 'itle M ihe Dr'llan* Hir i-v in r- • jcxet* 



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

ARTICLE Vni 
continued 

1 said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and. to the extent poss o.e ;e 
2 governed by provisions identical to this agreement. Each party shall prompdy notify all other parties of any acreage or cash conu-ibuw.-.s 
3 it may obtain in supporrof any well or any other operation on the Contract Area. The above provisions shall also be applicable to p̂ 
4 tional rights to earn acreage outside the Contraa Area which are in support of a well drilled inside the Contract Area. 
5 

6 If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder such 
7 consideration shall not be deemed a contribution as contemplated in this Article VIII.C. 
8 
9 D. Maintenance of Uniform Interest: 

10 
11 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreeme-t ~.o 
12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area ano m weiis 
13 equipment and produaion unless such disposition covers either: 
14 
15 I . the entire interest of che party in all leases and equipment and production: or 
16 
17 2. an equal undivided interest in all leases and equipment and produaion in the Contraa Area. 
18 
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement 
20 and shall be made without prejudice to the right of the other parties. 
21 
22 If. at any time the interest of any party is divided among and owned by four or more co-owners. Operator, at its distre'jjsn mi. 
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive bdjir gs :~r 
24 and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the cu-ownerj ot sue-. 
25 party's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the -:J\t tc enter 
26 into and execute all contracts or agreements for the disposition of their respeaive shares of the oil and gas produced from the Contract 
27 Area and they shall have the right co receive, separately, payment of the sale proceeds thereof. 
28 
29 E. Waiver of Rights to Partition: 
30 
31 If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an 
32 undivided interest in the Contract Area waives any and aU rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 
34 
35 F. Preferential Right to Purchase: 
36 

37 Should any party desire to sell all or any part of its interests under this agreement, or its rights and interests m the Co-cra, 
38 Area, it shall promptly give written notice to the other panies. with full information concerning its proposed vale, which snail .nc.je --e 
'9 name and address of the prospective purchaser (who must be ready, willing and able to purchase), the purchase price, and au f i r ter —s 
-.0 of the offer The other parties shall then have an optional prior right, for a period of ten (10) days after receipt of the nouce to pu-c- j ^ -
a 1 on the same terms and conditions the interest which the other party proposes to sell: and. if this optional right is exercised -~e : .- ~, 
-)2 ing parties shall share use purchased interest in the proportions that the interest of each bears to the total interest ot all pur^-as.n, p.-
13 ties However, there shall be no preferential right to purchase in those cases where any party wishes to mortgage its interests r 
>-) dispose of its interests by merger, reorganisation, consolidation, or sale nf all or substantially all of its assets to a subsidiary or parent ~ 

45 pany or to a subsidiary of a parent company, or to any company m which any one pany owns a majority of the stock. 
46 

47 ARTICLE IX. 

INTERNAL REVENUE CODE ELECTION 
49 

50 This agreement is not intended to create, and shall nut be construed to create, a relationship of parmership r̂ an awx ... 
51 for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereuruvr a.-e -
52 md not ioint or collective, or that this agreement and operations hereunder shall not constitute a parmership. ii. f. r teucai -
5 3 purposes, this agreement and the operations hereunder are regarded as a parmership. each pany hereby affected elects v N <.._.-
54 from the application of all of the provisions of Subchapter ' K''. Chapter I. Subtitle "A", of the Internal Resenuci" *3e ot . • 1- -
s,s, mined and authorited by Section 761 of the Code and the regulations promulgated thereunder Operator is author tn'. ar.u ^t>\ 
V> ecute on hehall of each pany hereby affected such evidence ol this election as may be required bv the Vcretarv ot the T'nv • 
5" United Slates or the Federal Internal Revenue Serv«e. including spec ideally, but not by way of limitation, all ol 'he returns , 
SM and the data required by Federal Regulations I '61 Should there be any requirement that each parry herebv ajfectmi „• • 
59 evKlence A (his election, each such pany shall exes ute such documents and furnish such other evidence as mav > ' M - I -\J 
rO t-rsieTil Inirrnal Revenue Service or aa may be necessary to evidence this esecnon No such pany shall give anv nonces ••> -a«r _». 
i , l action inconsistent with the election made hereby II any present or future income taa laws of the state or states n - . - i _ 
:>2 Area is l.xated or anv future income taa laws of the United Siatn contain proviswns similar to those m Sutxhapur K 
• ,\ Sjhnile ' A " ot the Internal Revenue Code of 1954. under which an election samiUr to that provided by Section 1 ' xi- «' 
1.« muted raeh partv herehv aifected shall make such election as mav he permitted or required by suih Laws In making — r • <>.-, 
r,5 i«*i r-ac h sui h panv uaies that the income derived hv such p»m Irom operations hereunder can be aoequaielv deiermin.-ij » ito 

,. , mpiitati.m .it ••artnership t j t jhle income 

• J* • •) 
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1 ARTICLE X. 
2 _ CLAIMS AND LAWSUITS 
3 7 r 

4 Operator may settle any single uninsured third pany damage claim or suit arising from operations hereunder if ihe expenditure 
5 does not exrwd Twenty Thousand & no/100 rv ^ 

(S 2Q,0Q0.00 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ev 
1 ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is 
9 delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the ioint ex 
9 pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or d anv par-.v ;s 

10 sued on account of any matter arising from operations hereunder over which such individual has no control because of the rig-its gr.cn 
11 Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any odier claim 
12 or suit involving operations hereunder. 
13 
14 ARTICLE XI. 
15 FORCE MAJEURE 
16 
17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, otner tnan 
18 the obligation to make money payments, that pany shall give to all other parues prompt written notice of the force manure ».:.n 
19 reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected bv he force 
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reisonaoie 
21 diligence to remove the force majeure situation as quickly as practicable. 
22 f 
23 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement̂ : strikes. 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shail £e entirely 
25 within the discretion of the pany concerned. 
26 
27 The term "force majeure", as here employed, shall mean an act of God. strike, lockout, or other industrial disturoanc ac-
28 the public enemy, war. blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental deiav :estr..n: 
29 or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise 'shier, is 

30 not reasonably within che control of che pany claiming suspension. 

31 
32 ARTICLE XII. 
33 NOTICES 
34 
?s Alt notices authorized or required between the panies and required by any of the provisions of this agreement, unless otherwise 
<6 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
\- the parties to whom the nouce is given at che addresses listed on Exhibit "A" The originaung nouce given under anv prc-ision here: 
M shaU be deemed given only when received by the pany to whom such notice is directed, and the ume for such pany to give anv -...f.ve n 
19 response thereto shall run from the date che originaung notice is received. The second or any responsive notice shall be deemed £• -
41) when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier tain ra-- • 
al shall have the right to*change its address at any time, and from time to time, by giving written notice thereof to all other pamo 
42 
»3 "~ ARTICLE XIII. 

« TERM OF AGREEMENT 
45 
U> This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subtest her. o cr -.-e 
4? period ol time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest ,r, cr :„ J-.V 
4fl lease or oil and aas interest contributed by any other party beyond the term of this agreement. 
49 
V) • Ckjina V« I in lent ta min if thai ail md an laanu 11 h m in rhu laraamit rami in rv in nvntiniiarl m .. ;,, 
S j ,M i l u r . ^ , , ^ . X , . . h r p , ~ A . ^ , ^ * . , ^ - ^ .1 * • > , — . , , . . 

52 
5 s £ Option No 2: In che event the well described in Article VI A . or any subsequent well drilled under anv pr , < -
S4 agreement, results in production of oil and/or gas in paving quantities, this agreement shall continue in lorce so lor g o.s -r - - * 
ss, wells produce, or are capable of productwn. and for an additional period of 90 days Irom cessation of all nr-̂  . • -
V, however, if. prior to the expiration of such additional period, one or more of the panies hereto are engaged .n drilling :• • . • • 
5"* ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in torce „r" . . . . 
S« tiom have been completed and d producuon resulu thetefrom. this agreement shall continue in force as provided herein in - . -
s9 well described m Article VI A . or any subsequent well dnlled hereunder, results m a dry hole, and no other well n pr.-Juv r, T 
,4) .4 producing o«l and/or gaa from the Contract Area, tho agreement shall terminate unless dnliang. deepening, r^aj.^* •• « • ' * • » 
M ing upeeations are commenced within 9Q days from the date of abandonment of said wefl. 

''2 
1,1 It is agreed, however that the termination of tha agreement shall not relieve any party hereto trom anv i.ahu.tv wtsaw 
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1 ARTICLE XTV. 

2 . COMPLIANCE WITH LAWS AND REGULATIONS 
3 
4 A. Laws, Regulations and Orders: 
5 
6 This agreement shall be subject to the conservation laws of the state in which the Contract Area is located, to the valid rules 
7 regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and tocal laws, or 
8 dinances. rules, regulations, and orders. 
9 

10 B. Governing Law: 
11 
12 This agreement and all matters pertaining hereto, including, but not limited to. matters of performance, non performance breach. 
13 remedies, procedures, rights, duties and interpretauon or construction, shall be governed and determined by the law of the state m <vhicn 
14 the Contraa Area is located. If the Contraa Area is in two or more states, the bw of the state of New M e x i c o 
13 shall govern. 
16 
17 C. Regulatory Agencies: 
18 
19 Nothing herein contained shall grant, or be construed to grant. Operator the right or authority to waive or release inv • jhts 
20 privileges, or obligations which Non-Operators may have under federal or state laws or under rules, reguiauons or orders promulgated 
21 under such laws in reference to oil, gas and mineral operations, including the location, operation, or produaion ot wells, on tracts ottset 
22 ting or adjacent to the Contraa Area. V 

23 : 
24 With respea to operations hereunder. Non-Operators agree to release Operator from any and all losses, damages, injuries, claims 
25 and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretauon or application'of rules 
26 rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation cr up-
27 plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable v such V n 
28 Operator's share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation r 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or ap; u.iticn 
30 
31 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 
32 of any crude oi! sold hereunder or to any other person or entity pursuant to the requirements of the "'Crude Oil Wmdfall Prom Tn Ac. 
33 of 1980", as same may be amended from time to ume ("Aa") , and any valid regulations or rules which may be issued bv the T-easu:. 
34 Department from ume to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other mtcrm..ticn 
35 which is required to be furnished by said A a in a timely manner and in sufficient detail to permit compliance with said Act 

37 ARTICLE XV. 

38 OTHER PROVISIONS 
^ See- A r t i c l e XV. attached hereto and made a part hereof. 

41 • 
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ARTICLE XV 

OTHER PROVISIONS 

A. REWORKING OPERATIONS 

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

B. NONDISCRIMINATION 

In connection with the performance of work under this 
agreement, the Operator agrees to comply with a l l of the provisions 
of Section 202 (1) to (7) inclusive, of Executive Order 11246 (30 
F. R. 12 319), which are hereby incorporated by reference in this 
agreement, and of a l l provisions of said executive Order 11246 and 
a l l rules, regulations and relevant orders of the Secretary of 
Labor. 

C. COVENANTS RUN WITH THE LAND 

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

D. LAWS AND REGULATIONS 

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

E. PRIORITY OF OPERATIONS 

I f at any time there i s more than one operation proposed :n 
connection with any well subject to this agreement, then unless a i l 
participating parties agree on the sequence of such operations, 
such proposals s h a l l be considered and disposed of in the following 
order of pr i o r i t y : 

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

shallower zones, in ascending order. 



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

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

F. REGULATORY PROVISIONS 

1. Gaseous Hydrocarbons: 

Non-Operators hereby authorize Operator to f i l e and prosecute 
a l l applications for determination for well pricing qualification 
under the Natural Gas Policy Act of 1978 and to make interim 
collection f i l i n g s on behalf of Non-Operators. Operator may employ 
counsel and technical experts to the extent Operator in i t s sole 
discretion considers appropriate for such f i l i n g s and seeking 
favorable resolutions thereof. Costs incurred by Operator for such 
counsel and experts together with a l l other costs incurred by 
Operator in preparing the application for determination and interim 
collection documents as well as the cost of prosecuting the 
application shall be charged to the Joint Account. 

2. Liquid Hydrocarbons: 

Non-Operators hereby authorize Operator to f i l e with the;, 
purchaser of crude o i l or other liquid hydrocarbons or with any 
other person required by law, any statement or c e r t i f i c a t i o n 
required by the Crude Oil Windfall Profit Tax Act, the Emergency? 
Petroleum Allocation Act of 1973, the Energy Policy and 
Conservation Act or by any rule, regulation or order issued 
thereunder or by any other law, rule, or regulation relating to the 
pricing of crude o i l and other liquid hydrocarbons or the taxation 
thereof. To the extent that Operator may by law be authorized to 
do so, Non-Operators hereby authorize Operator to agree with any 
purchaser to relieve Operator (in whole or in part as Operator may 
determine) of any f i l i n g or certification requirements. In making 
any f i l i n g or ce r t i f i c a t i o n with any purchaser of crude o i l or 
other liquid hydrocarbons, each Non-Operator sha l l be solely 
responsible for furnishing to Operator or such purchaser or any 
other person required-by law any exemption c e r t i f i c a t e , independent 
producer c e r t i f i c a t e or any other evidence required by Law to 
enti t l e Non-Operator to a higher price for the sale of his 
production or for a lower rate of windfall profit or other excise 
tax thereon, and upon a Non-Operator's failure to furnish the same, 
Operator s h a l l ^ c e r t i f y to such purchaser for such Non-Operator's 
interest the lower price and/or higher rate of tax. Operator shall 
have no duty to seek any refunds on behalf of any Non-Operator of 
any overpayment of any windfall profit or excise tax to which any 
Non-Operator may be entitled by law. 

3. Refunds: 

In the event any Non-Operator receives a greater sum for the 
sale of i t s share of production than that to which such Non-
Operator i s entitled, such Non-Operator shall promptly refund any 
excess sums so collected to the person entitled thereto together 
with any interest thereon required by law. In the event Operator 
is required for any reason to make any such refund on any Non-
Operator's behalf and such Non-Operator refuses upon Operator's 
request to reimburse Operator for the amount so paid, then 
Operator, in addition to any other rights or remedies which i t may 
have as a result of making such refund, ( i ) s h a l l have the lien 
provided by Arti c l e VII.B. to secure such reimbursement and ( I D 
sha l l be authorized to collect from Non-Operator's purchaser of 
production a l l revenues attributable to Non-Operator's share of 
production u n t i l the f u l l amount required to be paid or refunded by 
Non-Operator has been recovered. 

4. Operator's L i a b i l i t y : 

Operator s h a l l use i t s best judgment in making any of the 
f i l i n g s and c e r t i f i c a t i o n s referred to under Paragraph 1 and 2 



above in prosecuting any filings and applications. However, in no 
event shall Operator have any l i a b i l i t y to any Non-Operator m 
making and prosecuting any such f i l i n g or in rendering any 
statement or certification, absent bad faith, gross negligence or 
w i l l f u l misconduct. Any penalties incurred as a result of any 
incorrect certification, statement or f i l i n g s h a l l , in absence of 
bad faith, gross negligence or w i l l f u l misconduct, be charged to 
the parties owning tl 
In no event shall any 

e production to which the penalty pertains 
error by Operator relieve any Non-Operator of 

the l i a b i l i t y for any refund under Paragraph 3 above. 

r OPERATOR PROTECTION 

has become obligated 
observe, perform and 

1. Assignment: 

No assignment or other transfer or disposition of an interest 
subject to this Agreement shall be effective as to Operator or the 
other parties hereto until the f i r s t day of the month following the 
month in which (i) Operator receives an authenticated copy of the 
instrument evidencing such assignment, transfer or disposition and 
( i i ) the person receivjing such assignment, transfer or disposition 

by instrument satisfactory to Operator to 
se bound by a l l of the covenants, terms andc 

conditions of this Agreement. Prior to such date, neither Operator*-
nor any other party shall be required to recognize such assignment,-
transfer or disposition for any purpose but may continue to deal* 
exclusively with the party making such assignment, transfer, 01/ 
disposition in a l l matters under this Agreement including b i l l i n g s . 
No assignment or other transfer or disposition of an interest 
subject to this Agreement shall relieve a party of i t s obligations 
accrued prior to the effective date aforesaid. Further, no 
assignment, transfer or other disposition shall relieve any party 
of i t s l i a b i l i t y for i t s share of costs and expenses which may be 
incurred in any operation to which such party has previously agreed 
or consented prior to the effective date aforesaid for the 
d r i l l i n g , testing, completing and equipping, reworking, 
recompleting, side-tracking, deepening, plugging-back, or plugging 
and abandoning of a well even though such operation i s performed 
after said effective date, subject however to such party's right to 
elect not to participate in completion operations under Article 
VI. B and Ar t i c l e V I I . D,) Option No. 2., not previously consented to. 

2. Attorney* "Tees: 
s* 

In the eve"ht any pkrty hereto s h a l l ever be required to bring 
legal proceedings in order to collect any sums due from any party 
under this Agreement, then party or parties s h a l l also be entitled 
to recover a l l court costs, costs of collection and a reasonable 
attorney's fee, which jthe lie n provided for herein s h a l l also 
secure. 

H. PERPETUITIES 

I t i s not the interit of the parties that any provision herein 
violate any applicable law regarding the rule against perpetuities, 
the suspension of the absolute power of alienation or other rule 
regarding the vesting or duration of estates, and this agreement 
shal l be construed aa not violating such rule to the extent the 

consistent with the intent of the parties, 
any provision hereof i s determined to 

violate such rule, theln such provision s h a l l nevertheless be 
effective for the maximum period (but no longer than the maximum 
period) permitted by such rule which w i l l result in no violation. 

I . NO THIRD-PARTY BENEFICIARY CONTRACT 

same can be so construed 
In the event, however. 

This Agreement i s made solely for the benefit of those persons 
who are parties hereto (including those persons succeeding to a l l 
or part of the interest of an original party i f such succession is 
recognized under the other provisions hereof), and no other person 



shall have or claim or be entitled to enforce any rights, benefits 
or obligations under this Agreement. 

J. OPERATOR'S REORGANIZATION AND STATUS CHANGE 

1. Notwithstanding, the second sentence of Article v.B.i, in 
the event of a transfer of a l l Operator's interest to a corporation 
which controls, i s controlled by or i s under common control with 
Operator or in the event of a transfer of a l l Operator's interest 
to any person as a part of the transfer to such person of a l l or 
substantially a l l of Operator's o i l and gas properties, such 
transferee s h a l l automatically become the successor Operator 
without the approval of Non-Operators. 

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

K. OVERHEAD RATE ADJUSTMENT PROVISIONS 

In the event the d r i l l i n g well rates or the producing well', 
rates provided for in Section III.1.A(3) of the Accounting 
Procedure sh a l l ever be less than the prevailing rates being' 
charged by financially responsible prudent operators in the area? 
for comparable operations, then Operator may give written notice of 
such higher prevailing rates to Non-Operators. The higher 
prevailing rates specified in said notice shall become the 
effective rates hereunder as of the f i r s t day of the month 
following thirty (30) days from the giving of said notice unless a 
Non-Operator by written notice to Operator within said thirty-day 
period s h a l l do either of the following: 

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

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

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

L. BANKRUPTCY 

I f , following the granting of r e l i e f under the Bankruptcy Code 
to any party hereto as debtor thereunder, this Agreement should be 
held to be an executory contract within the meaning of l l U.S.C. 
5365, then the Operator, or ( i f the Operator i s the debtor :n 
bankruptcy) any other party, s h a l l be entitled to a determination 
by debtor or any trustee for debtor within thirty (30) days froa 
the date an order for r e l i e f i s entered under the Bankruptcy code 
as to the rejection or assumption of this Operating Agreement. I -
tha event of an assumption, Operator or said other party shall ce 
entitled to adequate assurances as to future performance of 
debtor's obligation hereunder and the protection of the interest of 
a l l other parties. 
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ARTICLE XVI. 
MISCELLANEOUS 

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

This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes. 

LN WITNESS WHEREOF, this agreement shall be effective as of Si-h day of F e b r u a r y 10 93 

O P E R A T O R 

SANTA FE ENERGY OPERATING PARTNERS, L.P. 
By: Santa Fe Pacific Exploratior̂ p̂ oeip«ny 

MaAaglng..Central Partner 

^T. S . P a r k e r , A t t o r n e v - i r ^ - F a t 
td 

NON-OPERATORS 

JAMES M. ALEXANDER 

MARTHA JANE RHODES J E R I ALEXANDER LOTT 
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1 ARTICLE XVI. 

2 MISCELLANEOUS 
3 
4 This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees, 
5 legal representatives, successors and assigns. 
6 
7 This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes. 
8 
9 IN WITNESS WHEREOF, this agreement shall be effective mrf 3rh day nf Feb r u a r v 19 93 

10 
11 
12 O P E R A T O R 
13 
14 SANTA FE ENERGY OPERATING PARTNERS, L . P . 
15 By: Santa Fe P a c i f i c Exploratio^p^cunpany 
16 Managing..General Partner r^~£?2?f''% 

txtzlzz 17 BY- , ,i t 

1 8

 ;

V T . S. ParEer , Attorney- i i j -F* 

19 
20 
21 
2 2 N O N - O P E R A T O R S 
23 
24 
25 JAMES M. ALEXANDER 
26 
27 
28 
2 9 MARTHA JANE RHODES JERI ALEXANDER LOTT 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
5? 
56 
57 
58 
59 
60 
61 
62 
63 
64 -J 
65 * 
66 
67 } . 
68 ~ ~ 
69 
••o 
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1 ARTICLE XVI. 
2 MISCELLANEOUS 
3 
4 This agreement shall be binding; upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees, 
3 legal representatives, successors and assigns. 
6 
7 This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes. 
8 
9 LN WITNESS WHEREOF, this agreement shall be effective as of ftrh day of February 19_?J 

10 
11 
12 O P E R A T O R 
13 
14 SANTA FE ENERGY OPERATING PARTNERS, L . P . 
15 By: Santa Fe Pac i f i c Exploratio^c^ompany 
16 Managing-G*n«.ral Partner r T^pf'" 

17 By: s A > / A ^ 1 

T. S.' "Parggf"! Attorney-

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

18 
19 
20 
21 
22 
23 
24 
25 JAMES M. ALEXANDER 
26 
27 
28 
2 9 MARTHA JANE RHODES JERI ALEXANDER LOTT 
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49 
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51 
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EXHIBIT "A" 

Attached to and made a part of that certain 
Operating Agreement dated February 8, 1993 by 
and between Santa Fe Energy Operating Partners, 
L.P., as Operator and James M. Alexander, Martha 
Jane Rhodes and Jeri Alexander Lott, as 
Non-Operators. 

Contract Area: 

T-24-S, R-25-E 
N/2 Section 9 

All Depths 

I I . Company: 

SFEOP, L.P. 
James M. Alexander 
Martha Jane Rhodes 
Jeri Alexander Lott 
Total 

GWI 

98.437500% 
0.5208337. 
0.5208337. 
0.5208337. 

100.0000007. 

I l l . Addresses of Working Interest Parties: 

Santa Fe Energy Operating Partners, L.P. 
550 West Texas, Suite 1330 
Midland, Texas 79701 

James M. Alexander 
P.O. Box 58 
Abilene, Texas 79604 

Martha Jane Rhodes 
Jeri Alexander Lott 
c/o James M. Alexander 
P.O. Box 58 
Abilene, Texas 79604 



EXHIBIT "B" 
Producer, »» <1-«9) — P i i d U p , POUND P U N T I N G * STATIONERY COMPANY 
W i t h 640 Acrsa Fool ing P r o r i » l o a 2 J - J F A N r W , H O U n O K T _ X A _ , 7 7 0 0 1 . P l l l U M I i « 

OIL, GAS AND MINERAL LEASE 
THIS AGREEMENT mad* thia _ day of..._ 19 _ between 

lessor (whether on* or mora), wheaa addreas las™. _ 

™ * . taw, W I T N E S S E T H : 

1. Lessor. In consideration of _ Dc!a.-» -ece -• 
of which is hereby acknowledged, and o f the covenant* end agreements of leasee hereinafter contained, does herebr t r i m . lease ar.d et j - t o ' essee 
the land covered hereby f o r the purposes and w i t h the exclusive right of explor ing , d r i l l i n g , m i n i n g and operat ing fo r . producing ard v . - j o s u 
sulphur and a l l other minerals (whether or not s imi la r to those ment ioned) , together w i t h the rtght to make surveys on said land, lay - . - t - rs 
establish and ut i l ize fac i i i t iea fo r surface or subsurface disposal of salt water , construct roads and bridges, d ig canals, bui ld -.ants. j o » , : on , 
telephone line*, employee houses and other structures on said land, necessary or useful i n lessee's operations i n explor ing , d r i l l i n g fo r . producing, 
t r ea t ing , s to r ing and t r anspor t ing minera l s produced f r o m t h * land covered herebr or an? other land adjacent thereto. The land covered herebr. 

herein called "aald l a n d " , la located l a t h * County of- , Stmt* o f , and la described u fol io—s: 

This laaa* »]so covers and Include*, In Addi t ion to tha t above d*#crib*d. t t l l and . I f any, contiguous o r adjacent to or ad jo in ing the land aoove 
descrbed and ' a i owned or c la imed by lessor by l i m i t a t i o n , prescr ip t ion, possesion, reversion or unrecorded ins t rument or t b i as to »-h.cn «s»or 
h.\5 \ preference r i a n t of acquis i t ion. Lessor sgraea to execute any supplemental i n s t rumen t requested by lessee f o r a more complete or i r c u r s i * 
description of said land. For the purposa of de t e rmin ing the amount o f any bonus or othef payment hereunder, said land shall be deemed to contain 

acres, whether ac tua l ly containing; more o r lets, and the above reci ta l o f S C P M K S In any t raet shall be deemed to 6* the true 
acreage thereof. Lessor accepts tho bonus as Jump sum consideration f o r this lease nnd a l l r igh t s and options hereunder. 

2. Uniess sooner t e rmina ted o r longer Vest i n foree under other provisions hereof, th is lease shall remain in force f o r a term of ten UOi yesrs 
f r o m the date hereof, he re inaf te r called " p r i m a r y t a r r a " , and aa long therea i te r u operations, aa herein a f t e r def ined, are conducted upon said isnd 
w i t h no cessation f o r more than n ine ty (90) consecutive days. 

3. As royalty, leasee covenants and acree*: (a) To deliver to the credit of lessor, in the pipe line to which lessee may connect La w?nS. the 
equal one-eighth part of all oil produced and saved by lessee from said land, or from time to time, at the option of leas**, t_> pay 'tuor _ie 
a^era^re posted market price of such one-eighth part of such oil at th* well* as of the day it is run to the pipe line or storage tanks, lessor s -teres: 
in either ca,»e. LO bear one-eighth of the coat oS treating; oil to render it marketable pipe line oil: ib> To pay lessor on gas and -jm^ntia zaa 
•;_ce*i 'mm said land <1> when sold by lessee, one-eighth of the amount realized by lessee, computed at the mouth of the well, or 2) ~hen -sed jy 
lessee o f f said land or in the manufacture of gasoline or other products, the market value, at the mouth of the well. o( ane-eigh_i of sucn i*s 
a-d cusini/hend (O To pay lessor on all other minerals mined and marketed or utilited by lesse* from said land, one-tenth either r. n.nd or 
v«)u' the well or mine at leasee's election, except that on sulphur mined and marketed the royalty shaU be one dollar ' 11.00> per long ton tr »-
; •"!•* trxii.^tion of the primary term or at any timo or times thereafter, there is any well on said land or on lands with which said land or *.-.> ?cr*..z-\ 
^.(rwi has own pooled, capable of producing oil or gaa. and all such wells are shut-in, this lease shall, nevertheless, continue n force a- -J-. o sr a 
crer*1..ons were being conducted on aaid land for so long aa said wells are shut-in. and thereafter this lease may be continued in force sa f rz i - - i 
>-*•.! occurred. Leasee covenants and agrees to ua* reasonable diligence to produce, utitii*. or market the minerals capable of being prod-ced '.-z— «.B, i 

out .n *.he exercise of such eJtligenee, less**/ shaU not be obligated to instal l or f u r n i s h faci l i t ies other than well faci l i t ies sna. srd.nsry ( _ K 
'A : : e a of f low l i nes. separator, and lease tank , and shall not be required to settle labor trouble or to market gaa upon :erms j m c c f r ' a : ^ o 
t—sre I f . ac any ume or times a f t a r the exp i r a t i on o f the p r i m a r y te rm, al l such wells are shut- in fo r a period of n inety consecutive daya. i n d du : - f 

^ur-i '. me '.here are no operations on said land, then at or before the exp i ra t ion of said ninety day period, leaae* shall pay or tender, by : h « « _>r ^ 
' n.-vrr ss royal ty , a sum equal t t f ' o n * dol lar (St .00) f o r each acre o f land then covered hereby. Lessee shall make like payments or t-er.de-s a', or 

t r fo .-c ,ne *nd of each anniversary o f t h * exp i r a t i on o f said ninety day period i f upon such anniversary this leas* is being continued i n f o r t e *>\*\? oy 
rr tsor . of the provisions of this pa rag raph . Each sueh payment or tender shall be made to the parties who at the t ime of payment would be entitled to 

receive the royalties wh ich would b* pa id undar th ia lea** i f the wells were producing , and may b« deposited In tha -

„ _ Bank 

at or Its successors, which -hal l cont inue aa the depositories. re»raxd!e_s of chanites n _>.e 
e r i h i p uf shut -m royal ty . I f at any t ime tha t (esse* pay- or wndvrs *hut . in royal ty , two or more part ies are. or claim to f*«. enti t led ta *ece -e ^*-r« 
V->r* in lieu of *ny other rnrthoal of payment herein provided, pay or tender *u<h shut-in royal ty, in the manner i o o v f _ptjt:f.r«l t - ' .^rr ..̂  - •. ? 
ro iuch p ^ r t i e i or •.«• pa r *[ r*y u» each in accordance w i t h their respective o w n r r i h i p s thereof, «* lessee may elect. Any payment hereunder mav oe 
h*- chrcai ir d r a f t of les*** ilep'»iia<w| in t h* mail or delivered tn the pa r ty e n t i t l w l to r e v r c e payment or to a depository bank provided for «'^o>e : - i j r 
Lc 'c r« th« last -lat« fur uaymvnt . N o t h i n g hvrv in shall i m p a i r !«»*>** s n K h i to release as provided in paragraph 3 hereof. I n the event of m.m.rr.i 
of i h u i r*** >n whole or m part , l i a b i l i t y f o r payment hereunder shatl rest exclusivviy on t h t then owner or owners of th is lea.se. severally ss to acreage 
owned by each. 

4. Le«a** is hereby granted tha r i g h t , a t (ta o p t i o n , to pool or uni t ixe nny land covered by this leaae w i t h any other land covered by :h • e i M 
i n d . o r wvth any other (and, leaae. or leases, aa to any or a l l minera ls or Son tons, so aa to establish uni ts con ta in ing not more Lhs-n vC t . - ' i c « t_r-m 
p.^s ^"r screaafi volersnce: provided, however, u n i t * may b*> established aa to any on* or more h o n ions , or ex i sung un i t s EDST b* en . i rgeq u - »-> 
z - t or more s o r n o n i . so as to conta in not more than 140 surface acres plus 10% acreage to i e ra ' ce . i f l imi t ed to one or more cf -.h* ~ - -g 
•fss o'_hef :hsn ca j inghesd gas, i l ) l i q u i d hydrocarbons (condensate) which are not l iquids in t h* subsurface reservoir, I 3 I m. ie ra . s ;.->i_.-*xi ' . 
- • i c sssif^ed as gaa * « U s by t h * conservat ion agency hav ing j u r i s d i c t i o n , [ f larger un i t s than any o f thoea herein p*rm:tL*d. e^her n * - T * 
PI '»e . . iha*d or a f t a r » n l a r r e m e n t , ara required under any governmental r u l * or order, f o r the d r i l l i n g or operat ion o f a we>t st a ar T * 
c 'or obta in .nc m i n m u m aJlowabl* f r o m any wel l to be d r i l l ed , d n l ' m i . or a'ready d r i l l e d , any sueh u n i t may be estabi. »h«d - «- a - H 
-.o r o - . ' - - ia •—• s>t« rwQuired by such governmenta l order or rule. Lessee -ba l l e i e m a * s«vd opt ioa aa to each desired u n i t by u e c j : - . . *.s • -
— «f,t dent f y i n g sueh un . t and f i l i n g <t f o r record i n tha public o f f i c e in which ib i s leas* is recorded. Each of aaud o p t i o m may " T 

t i a i - i at any ume and f r o m t me to t ime w h i t * th i s le»a* is >n fnrce. snd *h* th* r hefor* or a f t e r product ion has beasn eetab iria*d t UL.-i 
or on : . " i * por t ion of said land included in tha un i t , or on other land un>i i t*d the rewi th . A un i t eetahhshed hereunder i h i i i b* - a d a - ; -"*<•-

v# 'or t J purpoeea of th<s t**_a* *v*a though tber* a a y b* m i n e r a j . royaJtr. or leasehold m t e r e e u in lands wiLbin t b* un i t which ar* -oc e " ^ •* r 
>->med ar u h i t i t e d . Any operations conducted on any pa r t of such umtite-d land ahaJI b* considerwd. fo r al l purpo***. aucapt '-*>• r>* r m • - ' . -a -
o^rt-.ioni conducted upon *a»d land under this leaaa. Thar* shaU b* • Hoe a ted to the land covered hy this leaa* withm **_eh •uch , : >-%.— 
MDiri'a u-a*rt W'thin th* unit <f this leaaa ewsra a* pa rata tracts wnthm th* umti that proportion of th* total production of unit _»d m t ' • -
; r. • -.mt. sfter deducting any gsaad in l*aa*> or unit operations, which th* number of surfac* acrea In such land lor In each aufb — ~*-* 
• "mi br this ! • •** wittain tba uni t btsevrs to the to ta l number o f surface acre* i n t b * un i t , snd tha product ion u aJtocatasd shall b* f o m . i f r t ' - » • 
e - f ^ » * * « . n c i u d i a r D*rm*nt or d«U»*ry of r o y a l l y , o * * r r i d i n g roya l ty and any oth*r parments out of product ion, to be th* *>nt -* 

..lard m r,*r\,t fro~5 th* ^and to which aJ located in tha sam* manner ss though producaad tber*f rom undar thas tavrma of this 7 v • • - • - * 
~ + 0— ona r r e*xat* of any tenss roya l ty o r m i n e r a l cat eta agree* ths t the sceruaJ of roral t iee pursuant to th is paragraph or of t h j t - n « - — 
a, »9 • j n • h_ gn t shail sa t i s fy any l i m i t a t i o n o f t e rm r e q u i r i n g product ion o f oi l or gaa. T h * f o r m a t i o n o f sny u« i t h#r*<jnd*r » h i e h a-^ 
<• -T».-«>] T • •» t e-»« not h * « * t h * e f ' ev t rtf * « r h a n g m g or t r e n e f * r - ' n * sny in t*r** t und*r th is le*_*a u n d g d m f . wtTiout m . ' ^ : 

- - T a I T may baprum* pmyaht* under t> is l*a**i tw<w«*>n r * * ~ ! i * * o w « m g int*r*wta in land covered br t h i * [«av*« _nd ps_rti_s own - * - - « - - « ' » 
- - ( - ->«>r*.i h y <h • '#a_w SV.(h*r _hall i t >mpair t h * r igh t of leasaaw to r*ia>«_M u p r o d d e d m paragrsnah & hereof, e t r r p t > k^at »»»»• — a * - -

o *"<-lft * • h n i oni t whi ta there • r* orwra t jons thereon fo r y m i n e r a l s unlaaa alt pool**, leavae* «vr» r » ' * a j e d ss :o i ^ d i • .-. - *« 
K m r ; m«« •>*).'# thi • :«_•>* • 1 n f o r e * Iswaew snay diaaolv* * n - uni t aw' ^ hi'avhed hereunder by ff l i n g fo r rerord •« !h« pub'c* o f f re - ha»*-* ' * * • 

* • *— - «md A <\f* a'at to tha i • f f * r ( I <t at that t -ma tin opareationa ar* h*'nar rnndur tad thereon f o r uni t j t«_l mtoerals Syh.ert LO • I « : ~y* • ' i ' 
- » . » * « _ " s r h i a . 1 t '->ri«*e e*t*bl ' th*d herwundee shaU r w s s i i i n f n r r » wo :^ng aa any snjb>*rt thereto tvhaJI rm—%\.r\ n ' o - t ! ' • * • r a w -
- - t-*—*r*'m i r« r*e . nn [auoimg or un i t i s a t i on of roya l ty n t m + u t as banw«*n any such sap* ra t* t r s r t s is . Rtarnied ^r ~ ' 
• - ~— . r f ' " m ••».» nr '^a.on *t eurh av>rar*t# t r s r f s w - t h m i h e 'ens* bvit m i l shall n»-w*rThs*le*a b i n t h * r>ght to p»x>' or - n t u# a j : * : • 

- a *"*-;-• . *i 4 * • *i '<>n •*-*tU*»«( \ I l o r » t :<*»n o f p r w i u r t i o n aa herein pro* d*d As j * * d in th is oaragrapss 4. t h * words '"larpartL* * - v t —er*- a.-r 
« * ^ - ) * ' T w r M h . p d < f » f i f t < . now or h*r sof te r *>th*r as to part e* or amounts , f r o m tha t aa ta any other p a n of t h * aaaed - r+rr. WM 

<> ' - * ) a< any i ,m» sn.J f m m t ime to t ime r se ru te and Helivrr M !i-saor nr f i l e f o r record a relraa* or rejeaaea o f th is leaae as io s n , ; a - : 
s i f i * J a-<J or af any minera l or honson thereunder, and thereby be rr(i«w*ed o f ail ob l iga t ion* aa to t h * released acrea_g* or ; o u r a t 

i A * i . « r f f ^ia-ij ,n ih.s Vajar the word "--per a l .oag" ftha.1 mean o p » r s t i o m for snd sny of tb* f o l l o w i n g d r i l l i n g . tee\ jng. oomple -ng . - f 
• — r *>• -«- w r f i i ^ i 'ugvnaf ^*ra *%r r v p a j f i n g of a w«Hl in «_r*_rrh f o r or m as endeavor to obta in praductJoa o f o i l . gaa. su jpbu / or . t f i e ' — -
• • i i , * t, m.ne i r . ( y f on . . f - / i l . gaa, sulphur or other mine ra l . w h c t h « r or not tn pay ing quantiUea* 

L-*-u-aa» a ha' I h a » e ' h* -a* 'rat* f r o t _ roya l ty , o f water oO_rr tJi» n ' --ro « a o r * i water well*, and of oi l snd *a_ j - i d j r a d ' — m a__ : a - i 
a • ^ f t i ; - i ha*r^nda»v I r * * * * i&a ! ba># 'Ji« r gbt sc say t . m * *.o r i f s o ' i s. I as ac b t n#ry aad f: r tune* p!a»?wd oa aa_id 'snd ~.r . d - f ** 
• -% - » ~ d • - m ^ « a-_ng So watii i f i i . : has d r i ; 'ed namxar tba a >3 f**n to uhe boua* or b*_-n a o * on said Uusd witaoxi t Us* conearat of *-a« m+or L X I I M 
a.-a , ĴunsVaT-* f « . a*d by LS c»p*r*tjofts to g T - w i a g crop* and x.mbmr oa sajd laad . 
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EXHIBIT 
Attached to and made a part of t h a t c e r t a i n Operat ing Agreement dated 
bv and becveen Santa fe- Energy Opera t ing Par tners , L .P . 

February 8th, !Q1 

as Operator, and ~.es 
Alexander as Non-Operator. 

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

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and mainte­
nance of the Joint Property. % 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Jofet Opera­
tions and which are to be shared by the Parties. -
"Operator" shall mean the party designated to conduct the Joint Operations. , 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. r 

"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct superv -,or. 
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other profes­
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property 
"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manna, as 
most recently recommended by the Council of Petroleum Accountants Societies. 

2. Statement and Billings 

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

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

A. L'nless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance -
-hare of estimated cash outlay for the succeeding month's operation within (jStmxiAiiti days after receipt of t r e -
mg or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust eacn 
monthly billing to reflect advances received from the Non-Operators. 

t h i r t y (30) 
B Each Non-Operator shall pay its proportion of all Hills within Maea——Mt days after receipt. If pav —en - - i ~ . i :-

v. nhin such time, the unpaid balance shall bear interest monthly at the prime rate in effect at t h e Ch a s e _ 
Manhattan Bank on the first day of the month in which delinquency occurs plus 2^ ur :*e ~.i< - . -

contract rate permitted by the applicable usury laws m the state in which the Joint Property is icx-ateii ^ -
is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid jnu.un:-

4. Adjustment* 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the iurm -
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar J-
dusivfiy be presumed to be true and correct after twenty-four ('24) months following the end of anv x-- ^ 
jnl«-NS within the said twenty-four ("J41 month period a Non-Operator lakes written exception thereu) and ~ 
i iperaior for adjustment No adjustment favorable to Operator shall be made unless it is made * nhm the N ^ - - . '• -
jjrfMi-1 The provisions of this paragraph shall not prevent adjustments resulting from a physical mveniorv <( 1 ' 
Mate-rial xs provided for in Section V. 

I'OPYRlliHT* 1V*85 by the Council of Petroleum Accountants Societies 



5. Audits 

A. A Non-Operator, upon notice in writing.to Operator and all other Non-Operators, shall have the right to audit Op r̂a-
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four '24) ~o-.-.-
period following the end of such calendar year: provided, however, the making of an audit shall not extend the : ~e 
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Sec::o-
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 snail bear no por­
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator The auc.ts 
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. 

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

6. Approval By Non-Operators 

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

I I . D I R E C T CHARGES ^ 

Operator shall charge the Joint Account with the following items: f 

1. Ecological and Environmental ^ 

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

2. Rentals and Royalties 

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

3. Labor 

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

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

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

(4) Salaries and wagfs of Technical Employees either temporarily or permanently assigned to and directly empio-. ec 
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 errp o-.-es 
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section II Such costs ^ e-
this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment'' on ihe a —o--t 
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section il. If percentage asse^r-?-. 
is used, the rate shall be based on the Operator's cost experience. 

C Expenditures or contributions made pursuant to assessments imposed by governmental authority which are app\.̂ .\z e 
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of thus Section 11. 

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

4. Employee Benefits 

Operator's current cosu of established plans for employees'group life insurance, hospitalization, pension re'..re"-r-: - < 
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost charsrea:-- r :. :-• 
Account under Paragraph* MA and :iB of this Section II shall be Operator'* actual cost not to exceed the percent 
ly recommended by the Council of Petroleum Accountants Societies. 

5. Matenai 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV Ons - - M ,v- a 
be purchased for or transferred to the Joint Property as may be required for immediate use and is rv^%,r-̂ ., • . - .> -1 

.md , i>n>i>t«»ni \*uh efficient and economical operations. The accumulation nf surplus stocks shall be 

t» Transportation 

Transportation of i-mployev* anil Material ntvevary for the Joint Operations but subject to the following — - • 

\ If M j'.cr.il IN n»u\i*i to thv Joint Property from th*« 1 tperator > warehouse or other properties, no charge -fa -
•o '. *r I.nnt \n..uni for j .li^umr rfr*-4t*r than in* ili^unce from the neare>l reliable supply >tur* * *«•'.• »«- ~ • ' • 
- ~..r"M.U .iv.i.Udlf or r.nlwiiv rtvrivin* pmni nrarest the Joint Properly unless agreed to b> ch? I'.i.-v 



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

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

7. Services 

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

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed 
—twelve percent (__A2__%) per annum. Such rates shall not exceed average commercial rates currtuuly pre­
vailing in the immediate area of the Joint Property. 

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

9. Damages and Losses to Joint Property 

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

10. Legal Expense 

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

11. Taxes 

Al! taxes of every kind aad nature assessed or levied upon or in connection with the Joint Property, the operation :^er^f 
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties if the u 
rem taxes are based in whole or in part upon separate valuations of each party's working interest, then not* itr-tan : 
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto m acccr-iane 
with the ux value generated by each party's working interest 

12. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Pan e- !- ••-
event Joint Operations art conducted in a state in which Operator may act as self-insurer for Worker's I'urrpc-v. -
or Employers Liability under the respective state's laws. Operator may. at its election, include the ns* jmirr t- :' 
insurance program and in that event. Operator shall include a charge at Operator's cost not to exceed manual rat, -

13. Abandonment and Reclamation 

Costs incurred for abandonment of the Joint Property, including costs required by governmental or othrr ^ v in 
authority. 

14. Communications 

Coat of acquiring, leasing, installing, operating, repairing and maintaining communication systems mi!-..! 
micro*a*e facilities directly serving the Joint Property. In the event communication facilities >yxi»m> -<-r . 
Property ire Operator owned, charges to the Joint Account shall be made as provided i>» Paragraph * of ihi- >~. t 

15. Other Ktpenditure* 

\ r i jihr-r i-i penditure not covered or -1** ull * ith in the for^gciing provisions of this Section l l . or in Sect-.on 111 
if i.rrs t rwnffu to the Joint Property and is incurred by the Operator in the necessary a n u " proper ion.I,,i t 

i ' p e r i l ions 



I I I . OVERHEAD 

Overhead - Drilling1 and -Producing Operations 

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

(X) Fixed Rate Basis. Paragraph 1 A. or 
( ) Percentage Basis, Paragraph IB 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
3A, Section 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 
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account. 

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

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

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

( ) shall be covered by the overhead rates, or 1 
(X) shall not be covered by the overhead rates. ' 

A. Overhead - Fixed Rate Basis 

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

Drilling Well Rate S 5,500.00 
(Prorated for less than a full month) 

Producing Well Rate $ 550.00 

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

(a) Drilling Weil Rate 

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the dr ril­
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 115i 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 per JO 
from da\* workover operations, with rig or other units used in workover. commence through date >f - g 
or other unit release, except that no charge shall be made during suspension of operations for fifteen 
(15) or more consecutive calendar days. 

(b) Producing; Well Rates 

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

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

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

(4) A one-well charge shall be made for the month in which plugging and abandonment operator- ±r» ~ 
pleted on any well. This one-well charge shall be made whether or not the well has produced except - e -
drilling well rale applies. 

(5) All other inactive wells (including but not limited to inactive welts covered by unit alio* able nxi ^ • + 
able, transferred allowable, etc.) shall not qualify for an overhead charge. 

i ll The well rates shall be adjusted as of the first day of April each year following the effective date of 
to which this Accounting Procedure is attached. The adjustment shall be computed by multip<. i r * -..> .-
»vnr.ly m hy the percentage increase or decrease m the average weekly earnings of Crude P - . ~ ••' 
Production Workers for the last calendar year compared to the calendar year preceding as -no* n • - -
of avenge weekly earnings of Crude Petroleum and <las Production Workers as published bv tne I - tr-: 
! 'ejurimmt of [.a bur. Rureau of t.abor Statistics, or the equivalent Canadian index as puhii-h^i '̂ at -
i jnjiia. -L> applicable The adjusted rates shall be the rates currently in use, plus or minus the o . m p . u . 
j , j - i m r n t 

H Overhead Percentage Ha/»is 

ih ' iterator -hall charge the Joint Accounl al ihe following rates: 



-Ci 
(a) Development 

Percent ( %) of the cost of development of the Joint Property exclusive of costs provided 
under Paragraph 10 of Section II and all salvage credits. 

(b) Operating 

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

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

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

2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of tne 
Joint Property. Operator shall either negotiate a rate prior to the beginning of construction, or shall charge- the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of $ 25, QOQ. 00 

A 3 % of first $100,000 or total cost if less, plus 
2 

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

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

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

3. Catastrophe Overhead 

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

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

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

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

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

4. Amendment of Rates 

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

IV. PRICING OF JOINT ACCOUNT M A T E R I A L PURCHASES. TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for ill Mat*-- J. ~ -
ments affecting the Joint Property. Operator shall provide ail Material for use on the Joint Property h o * ^ f a. 
option, such Material may be supplied by the Non-Operator Operaior shall make timely disposition of d e an.: ' - .-. 
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind or -a e ---
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus . . - - -
Material The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parte-

1. Purchases 

Material purchased shall be charged at the price paid by Operator after deduction of all discounts recei.^: - v— ' 
Materjl found to be defective or returned to vendor for any other reasons, credit shall be parsed to the Jo - -t v 
»hen adjustment hai been received by the Operator. 

2. Transfer* and Dispositions 

Material furnished to the Jomi Property and Material transferred from ihe Joint Property or disposed of !>> t-e -
..imv .therv* ise agreed to b> the Parties, shall be priced on the following basis exclusive of cash discount-, 



A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe 

fa) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published 
carload base prices effective as of date of movement plus transportation cost using the 80.000 pound carioad 
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for 
tubular goods exist. If the 80.000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate 
may be used. Freight charges for tubing will be calculated from Lorain. Ohio and casing from Youngstown 
Ohio. 

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans­
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above m 
Paragraph 2.A.(lXa). For transportation cost from points other than Eastern mills, the 30.000 pound Oil Field 
Haulers Association interstate truck rate shall be used. 

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

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

(2) Line Pipe 

(a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30.000 pounds or more 
shall be priced under provisions of tubular goods pricing in Paragraph A.(lXa) as provided above. Ffeight 
charges shall be calculated from Lorain, Ohio. 

(b) Line pipe movements (except size 24 inch OD and larger with walls 3A inch and over) less than 30.000 pounds 
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 perce--: 
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing m Para­
graph A.(lXa) as provided above. Freight charges shall be calculated from Lorain. Ohio. 

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

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

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

• 
(4) Unused new Materia); except tubular goods, moved from the Joint Property shall be priced at the current ne * 

price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property or pci-t of 
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property 
Unused new tubulars will be priced ss provided above in Paragraph 2 A (1) and (2). 

B. Good Used Material (Condition B) 

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

(1) Material moved to the Joint Property 

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

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

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

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

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

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

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

C. Other Used Material 

(11 Condition C 

Material »hich is not in -ound and serviceable condition and not suitable for its original function until a'>' -
Ilium mg ,hail be pnml at fifty percent i **T%) of currenl new price as determined by Paragraph A T-v 
-rvunjitiumng -.hall be charged to the receiving property, provided Condition C value plus cost of recon.i.t -v 
!u«-s nut i-vcrv\j C ondition U »alue. 



If (IS 
(2) Condition D 

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

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

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

(3) Condition E 

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

D. Obsolete Material 

Material which is serviceable and usable for its original function but condition and/or value of such Material is ro: 
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties 
Such price should result in the Joint Account being charged with the value of the service rendered by such Material. 

E. Pricing Conditions -

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

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

3. Premium Prices 

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

4. Warranty of Material Furnished By Operator 

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the .Joint 
Account until adjustmenOias been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories. Notice and Representation 

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material Written -ot.ce 
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin -u i-at 
Non-Operators may he represented when any inventory is taken. Failure of Non-Operators to be represented at an ~>r-
tory shall umd Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made A : - -. < 
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Jo m : \ . 
overages and shortages, but. Operator shall be held accountable only for shortages due to lack of reasonauie n ve-.e 

•\. Special Inventories 

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator m the Io . 
It ,hall r* the duly of Ihe party selling to notify all other Parties as quickly as possible after the transfer if ~ 
place In *uch cases, both the seller and the purchaser shall be governed by such inventory. In cases mvoU a -a-*-: 
of Operator, all Parties shall be governed by such inventory. 

4 Kxpenae of Conducting Inventories 

\ The expense .>f conducting periodic inventories shall not be charged to the Joint Accounl unless agreed to ~. 
Parties 

M TN- expense '.f conducting special inventories shall be charged lo ihe Parties requesting such inventor^ 
M-ntones required due lo change of Operator *hall be charged to ihe Joint Account. 



EXHIBIT "D" 

IMSIXRAHCS 

Attached hereto and made a part of that certain Operating 
Agreement dated February 8th, 1993 , by and between 
Santa Fe Energy Operating Partners, L.P. , as Operator and 
James M. Alexander , as Non-Operator. 

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

(a) Statutory Workmen's Compensation Insurance as may be required in 
the state or states where work under this agreement, or ac t i v i t i e s relative 
thereto, w i l l be performed, plus Workmen's Compensation Insurance as may be 
required by Federal Law, i f applicable, plus Employers L i a b i l i t y Insurance. 

(b) Public L i a b i l i t y Insurance with bodily injury limits of not less 
than $100,000 for death or injury to one person, and not less than $300,OCO 
for death or injury to more than one person in any one accident; and Public 
L i a b i l i t y property damage l i a b i l i t y insurance with a limit of not less than 
$100,000 for any one accident for loss of or destruction of, or damage >to 
property. Said public l i a b i l i t y insurance shall include Contractural 
L i a b i l i t y coverage and sh a l l include Products L i a b i l i t y and Completed 
Operations coverage.. 

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

(d) Insurance coverage of the types and amounts as set out in 
subsections ( a ) , (b) and (c) hereinabove on subcontractors, service 
companies, and a l l others who may have been engaged, contracted with, or 
otherwise employed by Operator in the performance of this Agreement with 
such insurance coverage to cover the subcontractors, service companies, or 
others so eieployed and a l l of their employees, except that Operator may 
require each, such subcontractor, service company, or other person or 
organization-to provide his, i t s or their own insurance coverage of the 
types and in the amounts specified hereinabove, and such person or 
organization, under such circumstances, shall furnish to Operator 
Certificates of Insurance as evidence of such insurance coverage. 



EXHIBIT "E" 

Attached to and made a part of that certain Operating 

Agreement dated February 8th , 19 93 

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

And James M. Alexander as Non-Operator. 

GAS STORAGE AND BALANCING AGREEMENT 

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

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

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

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

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

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

automatically become effective. 

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

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

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

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

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

production: provided, however, no party shall be entitled to produce, own and dispose or 

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

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

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

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

Agreement, but the Party or Panies taking such gas shall own all of such gas delivered io 

its or their purchaser. 

.V On a cumulative basts, each party not taking or marketing its full ->hare ot -e 

JJ> produced ihall he credited vuth tis in storage equal to its full share nt 



produced under this Agreement, less its share of gas used in lease operations, vented or 

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

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

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

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

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

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

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

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

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

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

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

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

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

interests. 

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

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

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

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

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

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

current gas production of the Pany or Panies without gas in storage by a fraction, the 

numerator of which is the interest of such pany wuh gas in storage and the denominator 

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

or delivenng to a purchaser. 

rv Each Pany producing and laking or delivenng ^as to us purchaser shall :uv 

tnv. .ind .ill oroduction (axes uue nn Mien -IAS 



7. Nothing herein shall be construed to deny any party the right from time to 

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

meet the deliverability tests required by its purchaser. 

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

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

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

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

overproduction which said overproduced Party received, less applicable taxes theretofore 

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

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

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

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

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

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

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

respect to the correctness of the funds received by it from any overproduced party or on 
* 

account of the j failure of any overproduced party (other than Operator if it is 

overproduced) to pay into the balancing account any amount due hereunder. 

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

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

the Operating Agreement. 

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

and/or separate completion in each well. Underproduction on one well or completion 

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

. 1 Notwithstanding ornthing contained herein to the contrary, no ?ir.\ v-iaii -jvc 



the right to produce more than its proportionate share of Ultimate Recoverable Reserves 

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

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

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

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

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

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

Operator shall be responsible for determining the Ultimate Recoverable Reserves 

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

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

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

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

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

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

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

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

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

zone for which the determination is made request an independent determination of 

reserves. If such"a request is made, then such reserves for such completion zone shall be 

determined by an independent reservoir engineering consulting firm acceptable to a 

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

be charged to the joint account. 

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

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

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

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

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

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

, harecable to such Pany under the Operating Agreement and to pay anv potential casn 

balancing under this Cias Balancing Agreement upon depletion. Such assurance ~av \ ' 



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

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

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

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

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

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

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

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

12. If any underproduced party sells or assigns all or any part of its interest in the 
t-

well or completion, then unless the assignment instrument otherwise specifically providê  
t 

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

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

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

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

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

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

cash payment to which such party may be entitled. If any overproduced party sells or 

assigns all or aujy portion of its interest in the well or completion, the interest sold or 

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

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

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

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

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

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



EXHIBIT "F" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPER­
ATING AGREEMENT DATED February 8th. 1QQ? 
between Santa Fe Energy Operating Partners. L .P . as Operator 
and James M. Alexander as Non-Operator. 

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

EQUAL OPPORTUNITY CLAUSE 

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

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

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

(3) The Contractor will send to each labor union or representative of workers with 
which he' has a collective bargaining agreement or other contract or 
understanding a notice to be provided by the agency contracting officer, advising 
the labor union or workers' representative of the Contractor's commitments 
under Section 202 of Executive Order 11246 of September 24. 1965. and shail 
posT copies of the notice in conspicuous places available to employees and 
applicants for employment. 

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

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

(6) In the event of the Contractor's noncompliance with the Nondiscnm:na:;on 
clauses of this Agreement or with any of such rules, regulations, or orders ";s 
Agreement may be cancelled, terminated or suspended in whole or in par, and 
the Contractor may be declared ineligible for further Government contracts ^ 
accordance with procedures authorized in Executive Order 11246 of Septerroer 
24. 1965. and such other sanctions may be imposed and remedies invoke JN 
provided in Executive Order 11246 of September 24. 1̂ 65. or rn -...e. 
regulation, or order of the Secretary or Labor, or as otherwise provided rn jv. 



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

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

(1) File with the Office of Federal Contract Compliance or agency designated by it, 
a complete and accurate report on Standard Form 100 (EEO-1) within 30 days 
after the signing of this Agreement (unless such a report has been filed in thejast 
12 months), and continue to file such reports annually, on or before March 3̂ 1st; 

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

CERTIFICATE OF NONSEGREGATED FACILITIES 

Contractor certifies that he does not and will not maintain or provide for his employees any 
segregated facilities at any of his establishments, and that he does not and will not permit his 

p̂loyees to perform their services at any location, under his control, where segregated facilities 
maintained. Contractor understands that the phrase "segregated facilities" includes facilities 

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

NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR 
CERTIFICATIONS OF NONSEGREGATED FACILITIES: A Certification of Nonsegregated 
Facilities as required by the May 9. 1967, order on Elimination of Segregated Facilities, bv :r.e 
Secretary of Labor (32 F.R. 7439. May 19. 1967). and as required by the regulations ot ;*e 
Secretary of Labor set out in 41 CFR Chapter 60. and as they may be amended, must be submitted 
pnor to the award of a subcontract exceeding S 10.000 which is not exempt from the provisions ot 
the Equal Opportunity Clause. The certification may be submitted either for each subcontract or 

for all subcontracts during a period (i.e.. quarterly, semi-annually or annually). 
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EXHIBIT 

1 Attached to and made a part of. 
2 
3 
4 
5 

A C C O 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 
9 

10 
11 
12 I . GENERAL PROVISIONS 
13 
14 1. Definitions 
15 
16 "Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
17 is attached. 
18 "Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
19 maintenance of the Joint Property. 
20 "Joint Account" shall mean the account showing: the charges paid and credits received in the conduct of the Joint 
21 Operations and which are to be shared by the Parties. 
22 "Operator" shall mean the party designated to conduct the Joint Operations. 
23 "Non-Operators" shall mean the Parties to this agreement other than the Operator. 
24 "Parties" shall mean Operator and Non-Operators. 
25 "First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct 
26 supervision of other employees and/or contract labor directly employed on the Joint Property in a field operating 
27 capacity. 
28 "Technical Employees" shall mean those employees having special and specific engineering, geological or other 
29 professional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and 
30 problems for the benefit of the Joint Property. 
31 "Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
32 "Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
33 "Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual as 
34 most recently recommended by the Council of Petroleum Accountants Societies. 
35 
36 2. Statement and Billings 
37 
38 Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint 
39 Account for the preceding month. Such bills will be accompanied by statements which identify the authority for 
40 expenditure, lease or facility, and all charges and credits summarized by appropriate classifications of investment and 
41 expense except that items of Controllable Material and unusual charges and credits shall be separately identified and 
42 fully described in detail. 
43 
44 3. Advances and Payments by Non-Operators 
45 
46 A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
47 share of estimated cash outlay for the succeeding month's operation within fifteen 115) days after receipt of the 
48 billing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust 
49 each monthly billing to reflect advances received from the Non-Operators. 
50 
51 B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made 
52 within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at 
53 on the first day of the month in which delinquency occurs plus 1% or the 
54 maximum contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, 
55 whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid 
56 amounts. 
57 
58 4. Adjustments 
59 
60 Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof; 
tytr^r^. provided, however, ail bills and statements rendered to Non-Operators by Operator during any calendar year shall 

conclusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar 
6 i O N D l M t S i © ^ w ' t n ' n t n e s a i t * t w e n ty - four (24) month period a Non-Operator takes written exception thereto and makes 
64 claim on Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same 
65 . / prescribed period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of 

Controllable Material as provided for in Section V. 

68 
COPYRIGHT© 1985 by the Council of Petroleum Accountants Societies. 
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1 5. Audits 
2 
3 A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit 
4 Operator's accounts and records relating to the Joint Account for any calendar year within the twenty-four 
5 (24) month period following the end of such calendar year; provided, however, the making of an audit shall not 
6 extend the time for the taking of written exception to and the adjustments of accounts as provided for in 
7 Paragraph 4 of this Section I . Where there are two or more Non-Operators, the Non-Operators shall make 
8 every reasonable effort to conduct a joint audit in a manner which will result in a minimum of inconvenience 
9 to the Operator. Operator shall bear no portion of the Non-Operators' audit cost incurred under this 

10 paragraph unless agreed to by the Operator. The audits shall not be conducted more than once each year 
11 without prior approval of Operator, except upon the resignation or removal of the Operator, and shall be made 
12 at the expense of those Non-Operators approving such audit. 
13 
14 B. The Operator shall reply in writing to an audit report within 180 days after receipt of such report 
15 
16 6. Approval By Non-Operators 
17 
18 Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of 
19 this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no 
20 contrary provisions in regard thereto. Operator shall notify all Non-Operators of the Operator's proposal, and the 
21 agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Operators. 
22 
23 
24 I I . DIRECT CHARGES 
25 
26 Operator shall charge the Joint Account with the following items: 
27 
28 1. Ecological and Environmental 
29 
30 
31 
32 
33 
34 2 
35 
36 
37 
38 3 
39 
40 
41 
42 
43 (2) Salaries of First Level Supervisors in the field. 
44 
45 (3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are 
46 excluded from the overhead rates. 
47 
48 (4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly 
49 employed in the operation of the Joint Property if such charges are excluded from the overhead rates. 
50 
51 B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to 
52 employees whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section I I . 
53 Such costs under this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment" 
54 on the amount of salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section II . If 
55 percentage assessment is used, the rate shall be based on the Operator's cost experience. 
56 
57 C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are 
58 applicable to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section I I . 
59 
60 D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under 
61 Paragraph 3A of this Section I I . 
62 
63 4. Employee Benefits 
64 
65 Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement, 
66 stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the 
67 Joint Account under Paragraphs 3A and 3B of this Section I I shall be Operator's actual cost not to exceed the percent 
68 most recently recommended by the Council of Petroleum Accountants Societies. 
69 

j 70 

- 2 -

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy 
environmental 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. 

Rentals and Royalties 

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

Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of 
Joint Operations. 
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1 5. Material 
2 
3 Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such 
4 Material shall be purchased for or transferred to the Joint Property as may be required for immediate use and is 
5 reasonably practical and consistent with efficient and economical operations. The accumulation of surplus stocks shall be 
6 avoided. 
7 
8 6. Transportation 
9 

10 Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 
11 
12 A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall be 
13 made to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like 
14 material is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties. 
15 
16 B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the Joint 
17 Account for a distance greater than the distance to the nearest reliable supply store where like material is normally 
18 available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be 
19 made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the 
20 Parties. 
21 
22 C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is 
23 available when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the 
24 amount most recently recommended by the Council of Petroleum Accountants Societies. 
25 
26 7. Services 
27 
28 The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
29 10 of Section I I and Paragraph i. ii, and iii, of Section I I I . The cost of professional consultant services and contract 
30 services of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead 
31 rates. The cost of professional consultant services or contract services of technical personnel not directly engaged on the 
32 Joint Property shall not be charged to the Joint Account unless previously agreed to by the Parties. 
33 
34 8. Equipment and Facilities Furnished By Operator 
35 
36 A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
37 with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating 
38 expense, insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to 
39 exceed percent ( %) per annum. Such rates shall not exceed average commercial 
40 rates currently prevailing in the immediate area of the Joint Property. 
41 
42 B. In lieu of charges in paragraph 8A above. Operator may elect to use average commercial rates prevailing in the 
43 immediate area of the Joint Property less 20%. For automotive equipment. Operator may elect to use rates 
44 published by the Petroleum Motor Transport Association. 
45 
46 9. Damages and Losses to Joint Property 
47 
48 All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or 
49 losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross 
50 negligence or willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as 
51 soon as practicable after a report thereof has been received by Operaior. 
52 
53 10. Legal Expense 
54 
55 Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and 
56 amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to 
57 protect or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of 
58 outside attorneys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be 
59 covered by the overhead provisions of Section I I I unless otherwise agreed to by the Parties, except as provided in Section 
60 1, Paragraph 3. 
61 
62 11. Taxes 
63 
64 All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 
65 or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad 
66 valorem taxes are based in whole or in part upon separate valuations of each party's working interest, then 
67 notwithstanding anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties 
68 hereto in accordance with the tax value generated by each party's working interest. 
69 
70 

- 3 -
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1 12. Insurance 
2 
3 Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the 
•1 event Joint Operations are conducted in a state in which Operator may act as seif-insurer for Workers Compensation 
5 and/or Employers Liability under the respective state's laws. Operator may. at its election, include the risk under its self-
6 insurance program and in that event. Operator shall include a charge at Operator's cost not to exceed manual rates. 
7 
8 13. Abandonment and Reclamation 
9 

10 Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory 
11 authority. 
12 
13 14. Communications 
14 | 
15 Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and 
16 microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint 
17 Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section II. 
18 \ 
19 15. Other Expenditures ' 
20 : 
21 Any other expenditure not covered or deait with in the foregoing provisions of this Section II . or in Section I I I and which 
22 is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint 
23 Operations. 
24 
25 
26 I I I . OVERHEAD ! 
27 
28 1. Overhead - Drilling and Producing Operations 
29 
30 i. As compensation for administrative, supervision, office services and warehousing costs. Operator shall charge 
31 drilling and producing operations on either: 
32 
33 ( ) Fixed Rate Basis. Paragraph IA. or 
34 ( ) Percentage Basis. Paragraph IB 
35 
36 Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and 
37 salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under 
38 Paragraph 3A. Section I I . The cost and expense of services from outside sources in connection with matters of 
39 taxation, traffic, accounting or matters before or involving governmental agencies shall be considered as included in 
40 the overhead rates provided for in the above selected Paragraph of this Section II I unless such cost and expense are 
41 agreed to by the Parties as a direct charge to the Joint Account. 
42 
43 ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant 
44 services and contract services of technical personnel directly employed on the Joint Property: 
45 
46 ( ) shall be covered by the overhead rates, or 
47 ( ) shall not be covered by the overhead rates. 
48 
49 iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 
50 and contract services of technical personnel either temporarily or permanently assigned to and directly employed in 
51 the operation of the Joint Property: 
52 
53 ( ) shall be covered by the overhead rates, or 
54 ( ) shall not be covered by the overhead rates. 
55 
56 A. Overhead - Fixed Rate Basis 
57 
58 (1) Operator shall charge the Joint Account at the following rates per well per month: 
59 
60 Drilling Well Rate $ 
61 (Prorated for less than a full month) 
62 
63 Producing Well Rate $ 
64 
65 (2) Application of Overhead - Fixed Rate Basis shall be as follows: 
66 
67 (a) Drilling Well Rate 
68 
69 (1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date 
70 the drilling rig, L rig, or other units used in completion of the weii is released, whichever 

- 4 -
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1 is later, except that no charge shall be made during suspension ot" drilling or completion operations 
2 for fifteen (15) or more consecutive calendar days. 
3 
4 (2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) 
5 consecutive work days or more shall be maae at the drilling well rate. Such charges shall be 
6 applied for the period from date workover operations, with rig or other units used in workover, 
7 commence through date of rig or other unit release, except that no charge shall be made during 
8 suspension of operations for fifteen (15) or more consecutive calendar days. 
9 

10 (b) Producing Well Rates 
11 
12 (1) An active well either produced or injected into for any portion of the month shall be considered as 
13 a one-well charge for the entire month. 
14 
15 (2) Each active completion in a multi-completed well in which production is not commingled down 
16 hole shall be considered as a one-well charge providing each completion is considered a separate 
17 well by the governing regulatory authority. 
18 
19 (3) An inactive gas well shut in because of overproduction or failure of purchaser to take the 
20 production shall be considered as a one-well charge providing the gas well is directly connected to 
21 a permanent sales outlet. 
22 
23 (4) A one-well charge shall be made for the month in which plugging and abandonment operations 
24 are completed on any well. This one-well charge shall be made whether or not the well has 
25 produced except when drilling well rate applies. 
26 
27 (5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease 
28 allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 
29 
30 (3) The well rates shall be adjusted as of the first day of April each year following the effective date of the 
31 agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying 
32 the rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude 
33 Petroleum and Gas Production Workers for the last calendar year compared to the calendar year preceding as 
34 shown by the index of average weekly earnings of Crude Petroleum and Gas Production Workers as published 
35 by the United States Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as 
36 published by Statistics Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or 
37 minus the computed adjustment. 
38 
39 B. Overhead - Percentage Basis 
40 
41 (1) Operator shall charge the Joint Account at the following rates: 
42 
43 (a) Development 
44 
45 Percent ( %) of the cost of development of the Joint Property exclusive of costs 
46 provided under Paragraph 10 of Section I I and all salvage credits. 
47 
48 (b) Operating 
49 
50 Percent ( %) of the cost of operating the Joint Property exclusive of costs provided 
51 under Paragraphs 2 and 10 of Section I I , all salvage credits, the value of injected substances purchased 
52 for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the 
53 mineral interest in and to the Joint Property. 
54 
55 (2) Application of Overhead - Percentage Basis shall be as follows: 
56 
57 For the purpose of determining charges on a percentage basis under Paragraph IB of this Section I I I , 
58 development shall include all costs in connection with driiling, redrilling, deepening, or any remedial 
59 operations on any or all wells involving the use of drilling rig and crew capable of drilling to the producing 
60 interval on the Joint Property; also, preliminary expenditures necessary in preparation for drilling and 
61 expenditures incurred in abandoning when the well is not completed as a producer, and original cost of 
62 construction or installation of fixed assets, the expansion of fixed assets and any other project clearly 
63 discernible as a fixed asset, except Major Construction as defined in Paragraph 2 of this Section I I I . All other 
64 costs shall be considered as operating. 
65 
66 2. Overhead - Major Construction 
67 
68 To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
69 fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
70 Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shail charge the Joint 

- 5 -
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1 Account for overhead based on the following rates for any Major Construction project in excess of $ : 
2 
3 A % of first $100,000 or total cost if less, plus 
4 
5 B % of costs in excess of $100,000 but less than $1,000,000. plus 
6 
7 C % of costs in excess of $1,000,000. 
8 
9 Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single 

10 project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be 
11 excluded. 
12 
13 3. Catastrophe Overhead 
14 
15 To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due 
16 to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are 
17 necessary to restore the Joint Property to the equivalent condition that existed prior to the event causing the 
18 expenditures. Operator shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account 
19 for overhead based on the following rates: 
20 
21 A % of total costs through $100,000; plus 
22 
23 B % of total costs in excess of $100,000 but less than $1,000,000: plus 
24 
25 C % of total costs in excess of $1,000,000. 
26 
27 Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead 
28 provisions of this Section I I I shall apply. 
29 
30 4. Amendment of Rates 
31 
32 The overhead rates provided for in this Section I I I may be amended from time to time only by mutual agreement 
33 between the Parties hereto if. in practice, the rates are found to be insufficient or excessive. 
34 
35 
36 IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 
37 
38 Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material 
39 movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at 
40 Operator's option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or 
41 surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to 
42 outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition 
43 A or B Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties. 
44 
45 1. Purchases 
46 
47 Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of 
48 Material found to be defective or returned to vendor for any other reasons, credit shail be passed to the Joint Account 
49 when adjustment has been received by the Operator. 
50 
51 2. Transfers and Dispositions 
52 
53 Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator. 
54 unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts: 
55 
56 A. New Material (Condition A) 
57 
58 (1) Tubular Goods Other than Line Pipe 
59 
60 (a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill 
61 published carload base prices effective as of date of movement plus transportation cost using the 80,000 
62 pound carload weight basis to the railway receiving point nearest the Joint Property for which 
63 published rail rates for tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound 
64 or 90,000 pound rail rate may be used. Freight charges for tubing will be calculated from Lorain. Ohio 
65 and casing from Youngstown, Ohio. 
66 
67 (b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus 
68 transportation cost from that mill to the railway receiving point nearest the Joint Property as provided 
69 above in Paragraph 2.A.(lXa). For transportation cost from points other than Eastern mills, the 30,000 
70 
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1 pound Oil Field Haulers Association interstate truck rate shall be used. 
2 
3 (c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston. 
4 Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, 
5 to the railway receiving point nearest the Joint Property. : 
6 i 
7 (d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices 
8 f.o.b. the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate 
9 per weight of tubing transferred, to the railway receiving point nearest the Joint Property. ; 

10 j 
11 (2) Line Pipe I 
12 
13 (a) Line pipe movements (except size 24 inch OD and larger with walls V, inch and over) 30,000 pounds or 
14 more shall be priced under provisions of tubular goods pricing in Paragraph A.(lXa) as provided above. 
15 Freight charges shall be calculated from Lorain, Ohio. 
16 
17 (b) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000 
18 pounds shall be priced at Eastern mill published carload base prices effective as of date of shipment, 
19 plus 20 percent, plus transportation costs based on freight rates as set forth under provisions of tubular 
20 goods pricing in Paragraph A.(lXa) as provided above. Freight charges shall be calculated from Lorain, 
21 Ohio. 
22 
23 (c) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.o.b. the point of 
24 manufacture at current new published prices plus transportation cost to the railway receiving point 
25 nearest the Joint Property. 
26 
27 (d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall 
28 be priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at 
29 prices agreed to by the Parties. 
30 
31 (3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable 
32 supply store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the 
33 railway receiving point nearest the Joint Property. 
34 
35 (4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current 
36 new price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or 
37 point of manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint 
38 Property. Unused new tubulars wil! be priced as provided above in Paragraph 2.A.U) and (2). 
39 
40 B. Good Used Material (Condition B) 
41 
42 Material in sound and serviceable condition and suitable for reuse without reconditioning: 
43 
44 (1) Material moved to the Joint Property 
45 
46 At seventy-five percent (75%) of current new price, as determined by Paragraph A. 
47 
48 (2) Material used on and moved from the Joint Property 
49 
50 (a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was 
51 originally charged to the Joint Account as new Material or 
52 
53 (b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was 
54 originally charged to the Joint Account as used Material. 
55 
56 (3) Material not used on and moved from the Joint Property 
57 
58 At seventy-five percent (75%) of current new price as determined by Paragraph A. 
59 
60 The cost of reconditioning, if any, shall be absorbed by the transferring property. 
61 
62 C Other Used Material 
63 
64 (1) Condition C 
65 
66 Material which is not in sound and serviceable condition and not suitable for its original function until 
67 after reconditioning shall be priced at fifty percent (50%) of current new price as determined by 
68 Paragraph A. The cost of reconditioning shall be charged to the receiving property, provided Condition 
69 C value plus cost of reconditioning does not exceed Condition B value. 
70 
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1 (2) Condition D 
2 
3 Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose 
4 shall be priced on a basis commensurate with its use. Operator may dispose of Condition 0 Material 
5 under procedures normally used by Operator without prior approval of Non-Operators. 
6 
7 (a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe 
8 of comparable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be 
9 priced at used line pipe prices. 

10 
11 (b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. 
12 power oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pipe. 
13 Upset tubular goods shall be priced on a non upset basis. 
14 
15 (3) Condition E 
16 
17 Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under 
18 procedures normally utilized by Operator without prior approval of Non-Operators. 
19 
20 D. Obsolete Material 
21 
22 Material which is serviceable and usable for its original function but condition and/or value of such Material 
23 is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by 
24 the Parties. Such price should result in the Joint Account being charged with the value of the service 
25 rendered by such Material. 
26 
27 E. Pricing Conditions 
28 
29 (1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25?) 
30 per hundred weight on all tubular goods movements, in lieu of actual loading or unloading costs 
31 sustained at the stocking point. The above rate shall be adjusted as of the first day of April each year 
32 following January 1, 1985 by the same percentage increase or decrease used to adjust overhead rates in 
33 Section I I I , Paragraph l.A.(3). Each year, the rate calculated shall be rounded to the nearest cent and 
34 shall be the rate in effect until the first day of April next year. Such rate shall be published each year 
35 by the Council of Petroleum Accountants Societies. 
36 
37 (2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down 
38 price of new Material. 
39 
40 3. Premium Prices 
41 
42 Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other 
43 unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required 
44 Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, and in moving it 
45 to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing 
46 Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within 
47 ten days after receiving notice from Operator, to furnish in kind ail or part of his share of such Material suitable for use 
48 and acceptable to Operator. 
49 
50 4. Warranty of Material Furnished By Operator 
51 
52 Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the Joint 
53 Account until adjustment has been received by Operator from the manufacturers or their agents. 
54 
55 
56 V. INVENTORIES 
57 
58 The Operator shall maintain detailed records of Controllable Material. 
59 
60 1. Periodic Inventories, Notice and Representation 
61 
62 At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice 
63 of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that 
64 Non-Operators may be. represented when any inventory is taken. Failure of Non-Operators to be represented at an 
65 inventory shall bind Non-Operators to accept the inventory taken by Operator. 
66 
67 2. Reconciliation and Adjustment of Inventories 
68 
69 Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six 
70 months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for 
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1 overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence. 
2 
3 3. Special Inventories 
4 
5 Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint 
6 Property. It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of 
7 interest takes place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases 
8 involving a change of Operator, all Parties shall be governed by such inventory. 
9 

10 4. Expense of Conducting Inventories 
11 
12 A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the 
13 Parties. 
14 
15 B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except 
16 inventories required due to change of Operator shall be charged to the Joint Account. 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF SANTA FE ENERGY 
OPERATING PARTNERS, L.P. FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO. 

No. 10,759 

AFFIDAVIT REGARDING NOTICE 

STATE OF NEW MEXICO 
) ss. 

COUNTY OF SANTA FE 

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

st a t e s : 

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

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

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

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

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

n o t i c e o f the A p p l i c a t i o n h e r e i n . 

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

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

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

c e r t i f i e d r e t u r n r e c e i p t are attached hereto. 

5. The n o t i c e p r o v i s i o n s of Rule 1207 have been complied 

w i t h . 

C u r t i s D. Smith 

SUBSCRIBED AND SWORN TO before 
1993, by C u r t i s D. Smith. /" ^ 

JGB5\93B41.d 

5 



H I N K L E , C O X , E A T O N , C O F F I E L D & H E N S L E Y 

LEWIS c. cox 
PAUL W. EATON 
CONRAD E- COFFIELD 
HAROLD L. HENSLEY, JR 
STUART D. SHANOR 
ERIC D. LANPHERE 
C. D. MARTIN 
ROBERT P. TINNIN. JR 
MARSHALL G MARTIN 
OWEN M. LOPEZ 
DOUGLAS L. LUNSFORD 
JOHN J KELLY 
NICHOLAS J. NOEDING 
T. CALDER EZZELL. JR. 
WILLIAM B. BURFORD* 
RICHARD E. OLSON 
RICHARD R WILFONG" 
THOMAS J. McBRlOE 
JAMES J. WECHSLER 
NANCY S. CUSACK 
JEFFREY L FORNAC1ARI 
JEFFREY D. HEWETT 
JAMES BRUCE 
JERRY F. SHACKELFORD* 
JEFFREY W. HELLBERG* 
ALBERT L. PITTS 
THOMAS M. HNA5KO 
JOHN C. CHAMBERS* 
GARY D COMPTON* 
MICHAEL A. GROSS 
THOMAS D. HAINES. J R 
GREGORY J, NIBERT 
DAVID T. MARKETTE* 
MARK C. DOW 

FRED W SC HWE N Dl MAN N 
JAMES M. HUDSON 
JEFFREY S. BAJRD* 
REBECCA NICHOLS JOHNSON 
WILLIAM P JOHNSON 
STANLEY K KOTOVSKY. JR. 
H. R. THOMAS 
ELLEN S CASEY 
MARGARET CARTER LUDCWIG 

S. BARRY PAISNER 
STEPHEN M. CRAMPTON 
MARTIN MEYERS 
GREGORY S. WHEELER 
ANDREW J CLOUTIER 
JAMES A. GILLESPIE 
GARY W. LARSON 
STEPHANIE LANDRY 
J O H N R KULSETH, JR. 
MARGARET R MCNETT 
BRIAN T. CARTWRIGHT* 
LISA K. SMITH* 
ROBERT H. BETHEA* 
BRADLEY W HOWARD 
CHARLES A. SUTTON 
NORMAN D EWART 
DARREN T. GROCE* 
MOLLY MCINTOSH 
MARC IA B LINCOLN 
SCOTT A. SHUART* 
DARREN L. BROOKS 
CHRISTINE E. LALE 
PAUL G. NASON 
DARLA M. SILVA 

A T T O R N E Y S A T L A W 

2 I S M O N T E Z U M A 

P O S T O F F I C E B O X £ 0 6 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 6 8 

( S 0 5 ) 9 S 2 - 4 5 5 4 

F A X 1 5 0 5 ) 9 8 2 - 8 6 2 3 

CLARENCE E. HINKLE I I 9 0 H 9 S 5 ) 
W. E BONDURANT, JR. (1913-1973) 

ROY C. SNODGRASS. J R fOM-19671 

O F C O U N S E L . 

O M. CALHOUN* 
MACK EASLEY 
JOE W WOOD 

RICHARD S. MORRIS 

WASHINGTON. D.C 
S P E C I A L C O U N S E L 

ALAN J. ST ATM A N * 

June 3, 1993 
NOT L I C E N S E D JN N E W M E X I C O 

Mr. James M. Alexander, 
i n d i v i d u a l l y and as agent and 
attorney-in-fact f o r Martha Jane 
Rhodes and J e r i Alexander Lott 
Post Office Box 58 
Abilene, Texas 79604 

7 0 0 U N I T E D B A N K P L A Z A 

P O S T O F F I C E B O X 10 

R O S W E L L , N E W M E X I C O 8 3 2 0 2 

1 5 0 5 ) 6 2 2 - 6 5 I O 

FAX ( S 0 5 ) 6 2 3 - 9 3 3 2 

2 S O O C L A Y D E S T A C E N T E R 

6 D E S T A D R I V E 

P O S T O F F I C E B O X 3 5 B O 

M I D L A N D , T E X A S 7 9 7 0 2 

1915) 6 8 3 - 4 6 9 1 

FAX (915) 6 S 3 - 6 S 1 8 

1 7 0 0 T E A M B A N K B U I L D I N G 

P O S T O F F I C E B O X 9 2 3 S 

A M A R I L L O , T E X A S 7 9 1 0 5 

( 6 0 6 ) 3 7 2 - 5 5 6 9 

F A X I 8 0 6 ) 3 7 2 - 9 7 6 1 

5 O 0 M A R Q U E T T E N.W.. S U I T E S O O 

P O S T O F F I C E B O X 2 0 4 3 

A L B U O U E R O U E . N E W M E X I C O 8 7 1 0 3 

1 5 0 5 ) 7 6 8 - I 5 O 0 

F A X ( 5 0 5 J 7 6 6 - J 5 5 9 

Dear Mr. Alexander: 

l 

Enclosed i s an Application for compulsory pooling f i l e d at the 
New Mexico O i l Conservation Division by Santa Fe Energy Operating 
Partners, L.P., regarding the N̂  of Section 9, Township 24 South, 
Range 25 East, N.M.P.M., Eddy County, New Mexico. Santa Fe's 
records indicate that you own an int e r e s t i n the proposed well 
u n i t . This matter has been scheduled f o r hearing on Thursday, July 
1, 1993 at 8:15 a.m. at the Division's o f f i c e s at 310 Old Santa Fe 
. " * 4*~ '" n o.?r at that time w i l l 

—• l a t e r date. 

c o 
1 

1 
E 

s 
m 
S 
a 

SENDER: " • 
• Complete Items 1 and/or 2 for additional services 
• Complete items 3, and 4a & b. 

^ • T ^ S T £ a d d r 8 S S ° " , h e reVBrM ° ' — *""» »» « * w . can 

doa?noTpe hrm n

0 r m , 0 * * , r 0 M * t h 6 m a i l p i e C < > < o r ° " * • "»ck if , p . c . 

'. " R e t u r n R e c e ' P * Requested" on the mailpiece below the article numhr 

dea e t u m R e c 9 i p t w i i i s h o w t o w 

3. Article Addressed to 

Mr. James M. Alexander, 
individually and as agent and 
attorney-in-fact for Martha.Jana 
Rotides and Jeri alexander Lott 
Post Office Box 58 
Ahilene, Texas 7960': 

Signature (Addressee) 

l O P O m h a r 1 Q Q 1 _J_ . . . i5TT , December 1991 

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

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

ON, COFFIELD 

4a. Article Number 

P 133 700 780 
4b. Service Type 
LJ Registered 
K l Certified 
• Express Mail 

• Insured 

• COD 
H Return Receipt for 

Merchandise 
Date of Delivery _ iQf l iT 

> 
« 
CO 

s. 
'5 o o 

"CC 
c 
k 

3 -
0 tc •i i n t a 

OT 
3 ; r s , 

Fe Energy 
L . P . 

o 

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

o > 
c 
a 
.c 

* U.S.G.P.O.: 1992-307-530 
DOMESTIC RETURN RECEIPT 
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A T T O R N E Y S A T L A W 

2 1 8 M O N T E Z U M A 

P O S T O F F I C E : B O X a o s s 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 6 8 

( 5 0 5 ) 9 8 2 - 4 5 5 4 

F A X ! 5 0 5 l 9 8 2 - 8 6 2 3 

CLARENCE E HINKLE [ I 9 0 H 9 S 5 ) 
W. E. BONDURANT, J R (1913-19731 

ROY C. SNODGRASS. J R {I9I4-19B7) 

O M CALHOUN* 
MACK EASLEY 
JOE W WOOD 

RICHARD S. MORRIS 

WASHINGTON. D C. 
SPECIAL COUNSEL 

ALAN J. STATMAN* 

J u l y 6, 1993 

7 0 0 U N I T E D B A N K P L A Z A 

P O S T O F F I C E B O X IO 

R O S W E L L . N E W M E X I C O 8 8 2 0 2 

( 5 0 5 ) 6 2 2 - 6 5 I O 

FAX ( 5 0 5 ) 6 2 3 - 9 3 3 2 

2 8 0 0 C L A Y D E S T A C E N T E R 

6 D E S T A D R I V E 

P O S T O F F I C E B O X 3 5 S O 

M I D L A N D , T E X A S 7 9 7 0 2 

(915) 6 8 3 - 4 6 9 1 

FAX (915 ) 6 8 3 - 6 5 1 8 

1 7 0 0 T E A M B A N K B U I L D I N G 

P O S T O F F I C E S O X 9 2 3 3 

A M A R I L L O , T E X A S 7 9 1 0 5 

( 8 0 6 ) 3 7 2 - 5 5 6 9 

F A X ( 8 0 6 ) 3 7 2 - 9 7 6 1 

NOT L I C E N S E D I N N E W M E X I C O 

Mr. James M. Alexander, 
i n d i v i d u a l l y and as agent and 
attorney-in-fact f o r Martha Jane 
Rhodes and J e r i Alexander Lott 
Post Office Box 58 
Abilene, Texas 79604 

S O O M A R Q U E T T E N.W., S U I T E 8 0 0 

P O S T O F F I C E B O X Z O A 3 

A L B U O U E R O U E , N E W M E X I C O 8 7 1 0 3 

( 5 0 5 ) 7 6 8 - 1 5 0 0 

F A X ( 5 0 5 ) 7 6 8 - 1 5 2 9 

Dear Mr. Alexander: 

Regarding the Application f o r compulsory pooling f i l e d at the 
New Mexico O i l Conservation Division by Santa Fe Energy Operating 
Partners, L.P., regarding the N̂  of Section 9, Township 24 South, 
Range 25 East, N.M.P.M., Eddy County, New Mexico: This matter has 
been re-scheduled f o r hearing on Thursday, July 29, 1993 at 8:15 
a.m. at the Division's o f f i c e s at 310 Old Santa Fe T r a i l , Santa Fe, 
New Mexico. Failure t o appear at that time w i l l preclude you from 
contesting t h i s matter at a l a t e r date. 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
IENSLEY 

J^mes Bruce 

a t t o r n e y s f o r Santa Fe Energy 
/ O p e r a t i n g P a r t n e r s , L . P . 

JGB5\93955.c 
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ALAN J. STATMAN* 
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Martha Jane Rhodes 
J e r i Alexander Lott 
Post Office Box 58 
Abilene, Texas 79604 
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CERTIFIED MAIL NO. P 133 802 545 
RETURN RECEIPT REQUESTED 

Dear Ladies: 

Enclosed i s an Application f o r compulsory pooling f i l e d at the 
New Mexico O i l Conservation Division by Santa Fe Energy Operating 
Partners, L.P., regarding the of Section 9, Township 24 South, 
Range 25 East, N.M.P.M., Eddy County, New Mexico. Santa Fe's 
records indicate t h a t you own interests i n the proposed well u n i t . 
This matter has been scheduled f o r hearing on Thursday, July 29, 
1993 at 8:15 a.m. at the Division's o f f i c e s at 310 Old Santa Fe 
T r a i l , Santa Fe, New Mexico. Failure t o appear at that time w i l l 
preclude you from contesting t h i s matter at a l a t e r date. 

SENDER: 
. , 1 . Complete items 1 and/or 2 for additional services. 

• Complete items 3, and 4a & b. 
• Print your name and address on the reverse of this form so that we can 

Yeturn this card to you. 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• Write "Retum Receipt Requested" on tktathailpiece below the article number 
• The Return Receipt will show to whom the article was delivered and the date 
delivered. 

c^nt-a Fe has been negotiating with you or 
"Hr i n t e r e s t s . I f you 
l at Santa Fe Energy, 
933 . 

3. Art ic le Addressed to : 

flartha Jane Rhodes 
r e r i A l e x a n d e r L o t t 
post O f f i c e Box 58 
A b i l e n e , TX 79604 

5. Signature (Addressee) 

6. Signa, 

PS~Foi 

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

1. • Addressee's Address 

o 

a> 
(0 

2. • Restricted Delivery 

Consult postmaster for fee. 
4a. Article Number 

p 133 sn? 
4b. Service Type 
• Registered • Insured 
G$ Certified • COD 
• Express Mail 

7. Date of Deliv 

• Return Receipt for 
Merchandise 

a) 
o 
e 

" oc 
c 
3 

-
cc 
O) 
c 
'» 
3 

r s , 

ATON, COFFIELD 

vety 

Jui l a m , -

Santa Fe Energy 
ners, L.P. 

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

(0 

GPO: 1992—323-402 D O M E S T I C R E T U R N R E C E I P T 


