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OGS Operating Company, Inc. 
Bilberry #2 Well 
N/2 Section 15, T-8-S, R-37-E 
Roosevelt County, New Mexico 

Working Interest Owners 

1. OGS Operating Company, Inc. 

2. O'Brien Goins Simpson Expl. 

3. Michael W. Gates 

4. OGM Partnership I I 

5. O'Connor Oil & Gas, Ltd. 

6. Edmund O'Connor 

;/ Tj. Great Western D r i l l i n g Co. 

(8j Hugh A. Moore 

(9 . ) George R. White and w i f e , 
^-•^ B e t t i j o H. White 

I lO. /A. B. Sam and w i f e , Janet 

UNIT WORKING TMEREST CWENRSHLP 

D. Sam 

\ l l , i Morris Mizel 1986 Partners 

12. A. J. Hammer Estate 

13. Walter Duncan, Inc. 

14. The Wiser Oil Company 

t5j Earl A. Latimer 

161 Murphy Operating Corporation 

•17A Tom L. Ingram and wife, Joan 
-> L. Ingram 

18. J. E. Cieszinski and wife, 
Drusilla C. Cieszinski 

Working 
Interest 

Ownership 

0.2387% 

8.5287% 

0.2650% 

0.3183% 

0.2653% 

0.0531% 

5.9685% 

0.6715% 

0.6715% 

1.1191% 

1.1191% 

0.1562% 

5.6250% 

18.7500% 

0.7500% 

41.2500% 

13.5000% 

0.7500% 

Ccimients 

Received signed AFE 

Received signed AFE 

Received signed AFE 

Received signed AFE 

Received signed AFE 

Received signed AFE 

Verbally joined 

No response 

No response 

Verbally joined 

Verbally joined 

Unable to locate 

Received signed AFE 

Received signed AFE 

No response 

Offered to Farmout. 
Terms unacceptable. 

No response 

Received signed AFE 

I 





/ f l i 7 
!>vV2NE/4, Section 15: 

I. Walter Duncan, Inc. / 

MINERAL AND LEASE OWNERSHIP 

N/2 Section 15, T-8-S, R-37-E 
Roosevelt County, New Mexico 

2. A. J. Harmer Estate! ^ / Xr w ' 
I 

Various other fee mineral owners 

22.5% mineral interest 
has agreed to joi n 

0.625% mineral interest 
unable to locate owner 

76.875% mineral interest 
under leases owned as follows: 

OGS Exploration 
OGS Operating Company, Inc. 
Great Western D r i l l i n g 
H. Moore 
G. White and wife 
A. B. Sam and wife 
Morris Mizel 1986 Partners 
Michael W. Gates 
OGM Partnership I I 
O'Connor Oil & Gas, Ltd. 
Edmund O'Connor 

44.3768% / 
1.2422% ' 

31.0559%/^ 
3.4938S < 
3.4938',yf 
5.8230% K 
5.82304 < / 
1.3789%^ 
1.6563% / 
1.3802% 
0.2761% •y 

E/2NE/4 and NW/4, Section 15: 

United States of America Oil and Gas Lease NM66486 held by the following: 

1. Murphy Operating Corporation 

2. The Wiser Oil Company 

3. Tom L. Ingram CjC\mlM' 

4. Dr. Earl A. I^timer\\( 

5. J. E. Cieszinski 

55% 

25% 

18% 

1% 

1% 

NM015 MLO 
NM02 
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May 4, 1989 

CERTIFIED RETURN RECEIPT REQUESTED 

MURPHY OPERATING CORPORATION 
United Bank Plaza, Suite 300 
400 N. Pennsylvania Ave. 
Roswell, NM 88202 

Attention: Jo Mclnerny 

OGS Operating Company, Inc., (OGS), proposes to d r i l l a San Andres Test 
well to an approximate depth of 4650 feet at a location i n the E/2NE/4. of 
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. 

'•• Two copies of an AFE for the proposed well are attached. 

OGS also proposes the formation of a working interest unit composed of 
.the N/2 of Section 15 to be operated under an Operating Agreement with 
provisions identical to the Operating Agreement dated August 1, 1988 covering 
the W/2 of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and 
others, as Non-Operators. 

' Should you elect not to j o i n i n and pay your share of the cost to d r i l l 
the proposed well, OGS requests a farmout of your interest i n the N/2 of 
Section 15. Such farmout shall be granted on the same terms contained i n the 
Farmout Agreement dated August 1, 1988 covering the W/2 of Section 14, T-78-S, 
R-37-E, i n which you farmed out your interest to OGS. 

OGS anticipates coTrriencing this well on or before October 1, 1989. 

Should you elect to j o i n i n the well and working interest unit, please 
sign and return one copy of the attached AFE. 

Should you elect to farm out, please sign one copy of this l e t t e r and 
return i t to the undersigned. 

Re: Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 
Roosevelt County, New Mexico 
.(Bluitt NM015) • • 

Gentlemen: 



MURPHY OPERATING COBi-̂ J 
May 4, 1989 
Page 2 

A copy of this l e t t e r i s being sent regular mail to ensure delivery. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Thom O'Brien 

Agree to farm out my interest i n the N/2 of 
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico 

MURPHY OPERATING CORP. 

Date 

TO'B/slm 
Enclosure 

i R : C o m p l e t e I tems 1 and 2 w h e n a d d i t i o n a l serv ice* are des i red , a n d c o m p l e t e I t e m . 3 

'address In t h e " R E T U R N T O " Space o n t h e reverse side. F a i l u r e t o d o th i s w i l l p reven t t h i s 
( be ing r e t u r n e d t o y o u . T h e r e t u r n rece ip t fee w i l l P rov ide y o u t h e name o f J h e parson 
to and t h e da te o f de l i ve ry . F o r a d d i t i o n a l fees t h e f o l l o w i n g services are ava i lab le . C o n s u l t 

i r f o r fees a n d check box (es ) f o r a d d i t i o n a l servlce(s) reques ted . "-*: ' ;• - -• 
l o w t o w h o m de l i ve red , da te , e n d addressee's address. 2 . O Res t r i c t ed D e l i v e r y . , „ „ . - . 

- . •% -1 ( E x t r a c h a r g e ) ! - . • • ' U E x t r a c h a r g e ) ! -. 

t i d e A d d r e s s e d : t o : . . -

..'lurphy Operating. :Corpi 
United Bank Plaza 
Suite .3 0 0 
400 N. Pennsylvania^ 
Roswell, NM 

f4? 
Signa tu re — Addressee 

S igna tu re ,— A g e n t 

D a t e o f l i e l i v e r y 

4. Article Number ;̂ ';*.V- -

• P 954 <368 ' 377 
T y p e o f Serv ice : 

D Reg is te red 

1 3 C e r t i f i e d L; 

CD Express M a i l 

• I nsu red 

• COD 

A l w a y s o b t a i n s igna tu re o f addressee 

o r agent a n d H A T E D E L I V E R E D . 

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

PS Form 3811, Mar. 1987 * U.S.O.P.O. 1987-178-268 ,- DOMESTIC RETURN RECEIPT 

S861 3 u n r '008C Sd 
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0 § E DRILLING, 

DRILLING OR WORKOVER AFE 

Q WILDCAT 
• DRILLING 

• COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• P 6 A 

AFE NO.. 

LSE. NO. 

W. I 

EST. NET COST. 

AFE DATE 5 - 1 - 8 9 

LEASE 8 
WELL NO. BILBERRY #2 

DEPTH 
a FORM 4 , 6 5 0 ' San A n d r e s 

LOCATION E / 2 N E / 4 , S e c t i o n 1 5 , T - 8 - S , R - 3 7 - E 
COUNTY 
a STATE R o o s e v e l t C o u n t y , New M e x i c o FIELD 

OPERATOR OGS O p e r a t i n g Company , I n c . 
SPUD 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION DRILLING COMPLETION TOTAL 

1 Access, Location a Roads 5 , 0 0 0 2 , 000 
2 Rig Move 

3 Footage Cost 4 1 , 9 0 0 
4 Day Work Cost days at 7 , 200 
5 Bits a Reamers — 
6 Fuel — 
7 Water 4 , 000 1 , 5 0 0 
8 Mud 8 Chemicals 2 , 000 — 
9 Cementing a Serv ice 2 , 500 6 , 0 0 0 

10 Coring — — 
1 I Surveying a Testing 1 3 , 5 0 0 1 , 5 0 0 
12 Mud Logging 1 , 600 — 
13 Perforat ing — 1 , 5 0 0 
14 St imulat ion — 4 , 000 
15 Transportat ion — — 
16 Dri l l ing Overhead & Supervision 4 , 000 4 , 000 
17 Equipment Rental — 2 , 0 0 0 
18 Completion Rig 6 days at 1 0 0 0 - - 6 , 0 0 0 
19 Other Dri l l ing Expense 2 , 5 0 0 3 , 0 0 0 
2 0 Contingencies ( 1 0 % . o f Intangibles) 8 , 9 0 0 3 , 2 0 0 
2/ ' I n s u r a n c e " 4 , 700 
2 2 

23 T O T A L INTANGIBLES 9 7 , 8 0 0 3 4 , 7 0 0 1 3 2 , 5 0 0 

T A N G I B L E WELL COST 

2 4 Of Conductor Casing 

25 3 5 0 ' Of 8 - 5 / 8 " Surface Casing 3 , 500 
2 6 Of " Intermediate Casing 

27 Of ' ' Intermediate Casing • 

2 8 Of " In termediate Casing 

29 4 6 5 0 ' Of 5 - 1 / 2 " Production Casing 31 . 800 
30 1 Of. " Tie-Back Casing 

31 4650 ' Of 2 - 3 / 8 " Tubing 9 , 8 0 0 
32 ' O f " Tubing 

33 Of " Tubing 

3 4 Liner Equipment 

35 Wellhead Equipment 600 800 
36 Producing Foci li t ie s, Tank Battery, Flowl in t 4 5 , 0 0 0 
37 Packers a Other Subsurface Tool i 

38 Contingencies (IO V . of Tangibles) 
39 

4 0 

41 TOTAL TANGIBLES 4 , 1 0 0 8 7 , 4 0 0 91 , 5 0 0 
4 2 TOTAL WELL COST 101 , 900 1 2 2 , 1 0 0 224 , 000 

COMPANY APPROVAL 

By Date By Date By Date By Date By Date 

JOINT OPERATOR APPROVAL / 

Firm MURPHY OPERATING CORP. B y Title \ 0 Date 



8-10- £<r; ?h. 1^ A.Ui;> 

July 26, 1989 

MURPHY OPERATING CORPORATION 
United Bank Plaza, Suite 300 
400 N. Pennsylvania Ave. 
Roswell, NM 88202 

Attention: Jo Mclnerney 

I am returning your lawyer's invoice which I do not believe OGS Operating 
Company, Inc. has any obligation to pay. 

OGS did not ask you to retain the services of legal council to research 
this matter. OGS requested t i t l e documents frem Murphy over a year ago and at 
that time you did not have i n your possession the t i t l e opinion you just sent 
me. As a result of thi s we had to buy abstracts from inception of t i t l e , and 
have t i t l e examined, at considerable expense to OGS. 

I understand you are retorning our abstracts and as soon as I get them I 
w i l l have our attorney look into the matter, and we w i l l get this problem 
resolved. 

Concerning my proposal to d r i l l a stepout well to the Bilberry Sl i n the 
N/2 of Section 15, made by my l e t t e r dated May 4, 1989, you had relayed your 
desire to watch the Bilberry #1 well for a couple of months prior to irnking a 
determination on this proposal. The Bilberry #1 has now been producing for 
2.5 months and we are interested i n d r i l l i n g the proposed well i n the N/2 of 
Section 15 by October 1, 1989. 

I would appreciate your consideration of my proposal as made i n my le t t e r 
dated May 4, 1989 and responding at your earliest convenience. 

Re: B l u i t t Field Area 
OGS - Bilberry #1 Well 
Roosevelt County, New Mexico 
(Bluitt NM015) 

Dear Jo: 

-10-81 
Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Them O'Brien 

TO'B/slm 



August 14, 1989 

MURPHY OPERATING CORPORATION 
United Bank Plaza, Suite 300 
400 N. Pennsylvania Ave. 
Roswell, NM 88202 

Attention: Jo Mclnerney 

Re: Bi]±>erry #2 
B l u i t t Field Area 
Roosevelt County, New Mexico 
(Bluitt NM015) 

Dear Ms. Mclnerney: 

In order to f a c i l i t a t e your decision concerning the subject well, I called 
OXY NGL, Inc. this morning to verify current production from the Bilberry #1 
well. According to them, this well i s now producing 340 MCF.day. 

Our proposed location for the Bilberry #2 i s 990' FNL and 990' FEL, 
Section 15, Township-8-South, Range-37-East, Roosevelt County, New Mexico. 

I f I can provide you with further information concerning our proposal, 
please advise. 

f ~ 5 - 8 ° i : / r W l c / r l o ^ a^eJ! . Sincerely, 

pfQcJUidW T<Lpar-n C-UC O'BRIEN GOTHS SIMPSON EXPLORATION 

OolC€<£ 6bouV loCat-voU of Bilberry ±Z_ 

Ofe* h<u p r t o U J J ^ £ofo».e<A MJf/>^( Michael W. Gates 

MWG/slm 

8 



May 4, 1989 

CERTIFIED RETURN RECEIPT REQUESTED 

Mr. and Mrs. Tan Ingram 
Box 1757 
Roswell, NM 88202 

Re: Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 
Roosevelt County, New Mexico 
(Bluitt NM015) 

Gentlemen: 

OGS Operating Company, Inc., (OGS), proposes to d r i l l a San Andres Test 
well to an approximate depth of 4650 feet at a location i n the E/2NE/4 of 
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. 

Two copies of an AFE for the proposed well are attached. 

OGS also proposes the formation of a working interest unit composed of 
the N/2 of Section 15 to be operated under an Operating Agreement with 
provisions identical to the Operating Agreement dated August 1, 1988 covering 
.the W/2 of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and 
others, as Non-Operators. 

Should you elect not to jo i n i n and pay your share of the cost to d r i l l 
the proposed well, OGS requests a farmout of your interest i n the N/2 of 
Section 15. Such farmout shall be granted on the same terms contained i n the 
Farmout Agreement dated August 1, 1988 covering the W/2 of Section 14, T-78-S, 
R-37-E, i n which you farmed out your interest to OGS. 

OGS anticipates commencing this well on or before October 1, 1989. 

Should you elect to joi n i n the well and working interest unit, please 
sign and return one copy of the attached AFE. 

Should you elect to farm out, please sign one copy of thi s l e t t e r and 
return i t to the undersigned. 



MR. AND MRS. TOM L. i(^AM 
May 4, 1989 
Page 2 

A copy of thi s l e t t e r i s being sent regular mail to ensure delivery. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Thorn O'Brien 

Agree to farm out my interest i n the N/2 of 
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico 

Tom L. Ingram Date 

Joan L. Ingram Date 

^ S E N D E R : Complete I tem. 1 and 2 when additional .ervlce. . re d e ^ r e d ^ d complete I tem. 3 

• a n d 4 . . •. ̂ " ^ r y f - j ' ^ ' t ' o ' - ' i o ^ o t T ^ m x w w U ^ ^ Failure"W Southl. wi l l prevent t h i . 

Art ic le Addressed to : •-.: ;• ; ; • ;-
:';Tom';L. 'Ingram Vr 
:i P.0.:: Drawer" 1757 ; ' •' 
-.Roswell, • NM 88201 

5. Signature — Addressee 

x • •••••••• 

4. Art icle Number • ^ 

:p 954 368 380 
Type of Service: -. - • • 
• Registered - " • Insured 

H Certified ' ."• • COD 

• Express Mail 

Always obtain signature of addressee 

or agent and n A T E DEL IVERED. 

6. Signature — Age; 

7. v*ate of Delivery 

PS Form 3811 , Mar. 1987 

TO'B/slm 
Enclosure 

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

* U.S.G.P.O. 1987-178-268 DOMESTIC RETURN RECEIPT 

I 



O^E DRILLING, INC 3 

ORILLING OR WORKOVER AFE 

• WILDCAT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• PS A 

AFE NO.. 

LSE. NO. 

W. I 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE a 
WELL NO. BILBERRY #2 

DEPTH 
a FORM 4 , 6 5 0 ' San Andres 

LOCATION E / 2 N E / 4 , S e c t i o n 15, T - 8 - S , R-37-E 
COUNTY 
a STATE R o o s e v e l t C o u n t y , New Mex ico FIELD 

OPERATOR OGS O p e r a t i n g Company, I n c . 
SPUD 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION DRILLING COMPLETION TOTAL 
1 Access, Location a Roads 5 , 000 2 , 000 
2 Riq Move 

3 Footage Cost 41 , 900 
4 Day Work Cost days at 7 , 200 
5 Bits 8 Reamers — 
6 Fuel — 
7 Water 4 , 000 1 , 500 
8 Mud 8 Chemica s 2 , 0 0 0 — 
9 Cementing 8 Serv ics 2 , 5 0 0 6 , 0 0 0 

10 Coring — — 
1 1 Surveying a Testing 1 3 , 5 0 0 1 , 500 
12 Mud Logging 1 , 600 — 
13 Perforat ing — 1 , 5 0 0 
14 St imulat ion — 4 , 000 
15 Transportat ion — — 
16 Dri l l ing Overhead a Supervision 4 , 000 4,000 
17 Equipment Rental — 2 , 000 
18 Completion Rig 6 days at 10 00 — 6 , 000 
19 Other Dri l l ing Expense 2 , 5 0 0 3 , 0 0 0 
2 0 Contingencies ( 1 0 % . o f Intangibles) 8 , 9 0 0 3 , 2 0 0 
21 I n s u r a n c e ' 4 , 7 0 0 
2 2 

23 I TOTAL INTANGIBLES 9 7 , 8 0 0 3 4 , 7 0 0 1 3 2 , 5 0 0 

T A N G I B L E WELL COST 

2 4 ' Of " Conductor Casing 

25 350 ' Of £ — 5 / 8 " Surface Casing 3 , 5 0 0 
26 ' Of " Intermediate Casing 

27 " Of " Intermediate Casing 

28 ' Of " In termediate Casing 

29 4650 " Of 5 - 1 / 2 " Production Casing 3 1 , 8 0 0 
30 ' Of. Tie-Sack Casing 

31 4650 ' Of 2 - 3 / 8 " Tubing 9 , 800 
32 ' Of Tubing 

33 • Of Tubing 

3 4 Liner Equipment 

35 Wellhead Equipment 600 800 
36 Producing Faci l i t ies, Tank Boffery, Flowline 4 5 , 0 0 0 
37 Packers a Other Subsurface Tool i 

38 Contingencies (10 V . of Tangibles) 
39 
4 0 

41 TOTAL TANGIBLES 4 , 100 8 7 , 4 0 0 9 1 , 5 0 0 
4 2 TOTAL WELL COST 101 , 900 1 2 2 , 1 0 0 2 2 4 , 0 0 0 

COMPANY APPROVAL 

ay Date By Date By Date By Date By Date 

Firm T Q M INGRAM By 

JOINT OPERATOR APPROVAL 

Title l l Date 



July 26, 1989 

Mr. and Mrs. Tom Ingram 
Box 1757 
Roswell, NM 88202 

5o5- k2Z- 3^3o Re: Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 
Roosevelt County, New Mexico 
(Bluitt NM015) 

Gentlemen: 

By l e t t e r dated May 4, 1989, OGS Operating Company, Inc. sent you a 
proposal to d r i l l the referenced test well. 

The proposed well i s a step out to the OGS Bilberry #1 well which has 
been on production for about 2.5 months. 

OGS i s interested i n d r i l l i n g the proposed well and we anticipate 
commencing operations by October 1, 1989. 

Please consider thi s proposal and l e t me know your decision at your 
earliest convenience. 

Should you need information on the well, please contact Mike Gates i n our 
office. 

OGS OPERATING COMPANY, INC. 

Yours t r u l y , 

Thorn O'Brien 

TO'B/slm 



May 4, 1989 

fWTTFTFf) RETURN RECEIPT REQUESTED 

Dr. Earl A. Latimer, Jr. 
1802 W. 4th Street 
Roswell, NM 88202 

Re: Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 
Roosevelt County, New Mexico 
(Bluitt NMD15) 

Gentlemen: 

OGS Operating Company, Inc., (OGS), proposes to d r i l l a San Andres Test 
well to an approximate depth of 4650 feet at a location i n the E/2NE/4 of 
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. 

Two copies of an AFE for the proposed well are attached. 

OGS also proposes the formation of a working interest unit composed of 
the N/2 of Section 15 to be operated under an Operating Agreement with 
provisions identical to the Operating Agreement dated August 1, 1988 covering 
the W/2 of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and 
others, as Non-Operators. 

Should you elect not to jo i n i n and pay your share of the cost to d r i l l 
the proposed well, OGS requests a farmout of your interest i n the N/2 of 
Section 15. Such farmout shall be granted on the same terms contained i n the 
Farmout Agreement dated August 1, 1988 covering the W/2 of Section 14, T-78-S, 
R-37-E, i n which you farmed out your interest to OGS. 

OGS anticipates cCTtrtiencing this well on or before October 1, 1989. 

Should you elect to j o i n i n the well and working interest unit, please 
sign and return one copy of the attached AFE. 

Should you elect to farm out, please sign one copy of this l e t t e r and 
return i t to the undersigned. 



DR. EARL A. IJATTJMER V 

May 4, 1989 
Page 2 

A copy of this l e t t e r i s being sent regular mail to ensure delivery. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Them O'Brien 

Agree to farm out my interest i n the N/2 of 
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico 

Earl A. Latimer Date 

© SENDER: 
ar 

Complete I tem, Vend, 2 when additional service, are desired, and complete I tem, 3 

~ a n d * . . » K . " R F T U R N T O " Soece on the reverie side.' Failure to do this wi l l prevent this 
Put your address In the RETURN TJ• 5p*ce ° " V V ' „ . n r n v | d e v o u T h» name of the person 
" , f < r r . , b ! ' : , f l X ^ X J s Z ^ r Z a d d , Z n T t ^ \ & L s l i c e s are available. Consult" 

- - S - M t r l c t e d D 9 l 1 v e r y 

1. Q Show to wr jom delivered date end addressee s adores.. charge)* • ; 
T(Extra charge)J > 

3. Art icle Addrei ied t o : ;_-

EA.RL A. LATIMER ;-j V: 
1511 S. Grand.. ••;-•'.' 
Roswell, NM 88201 

5. Sfjjnature — Addn 

6. Signature — Agent 

X 

of DMi 7. Date^J-^erj 

4. Article Number 

P QS4 368 ' 383 
Type of Service: 
• Registered . 
B Certif ied " 
• Express Mall 

. D Insured 
• COD 

Always obtain signature of addressee 

or agent and n & T E DEL IVERED. 

8. Addressee's Address 
• requested and fee paid) 

' . V • 

(ONLY if 

PS Form 3811 , Mar. 1987 • U.S.G.P.0. 1987-178-268 
DOMESTIC RETURN RECEIPT 

TO'B/slm 
Enclosure 



O^E DRILLING, INC J 
DRILLING OR WORKOVER AFE 

• WILDCAT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• P 3 A 

AFE NO.. 

LSE. NO. 

W. I. 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE a 
WELL NO. BILBERRY #2 

DEPTH 
a FORM 4 , 650 ' San Andres 

LOCATION E /2NE/4 , S e c t i o n 15 , T - 8 - S , R-37-E 
COUNTY 
a STATE R o o s e v e l t C o u n t y , New Mex ico FIELD 

OPERATOR OGS O p e r a t i n g Company, I n c . 
SPUD 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION DRILLING COMPLETION TOTAL 
1 Access, Location 8 Roads 5 , 0 0 0 2 , 000 
2 Rig Move 

3 Footage Cost 41 , 900 
4 Day Work Cost days ot 7 , 200 
5 Bits a Reamers — 
6 Fuel — 
7 Water 4 , 0 0 0 1 , 500 
8 Mud a Chemicals 2 , 000 — 
9 Cementing 8 Serv ice 2 , 500 6 , 000 

10 Coring — — 
1 1 Surveying 8 Testing 1 3 , 5 0 0 1 , 5 0 0 
12 Mod Logging 1 , 600 — 
13 Perforating — 1 , 500 
14 St imulat ion — 4 , 0 0 0 
15 Transportat ion — — 
16 Dri l l ing Overhead 8 Supervision 4 , 000 4 , 0 0 0 
17 Equipment Rental —- : .• 2 , 0 0 0 
18 1 Completion Rig 6 days at 1 0 0 0 ; 6 , 0 0 0 
19 Other Dri l l ing Expense 2 , 5 0 0 3 , 0 0 0 
2 0 Contingencies { 1 0 % . o f Intangibles) 8 , 9 0 0 3 , 2 0 0 
21 ' " ' I n s u r a n c e 4 , 7 0 0 -
2 2 

23 TOTAL INTANGIBLES 9 7 , 8 0 0 3 4 , 7 0 0 1 3 2 , 5 0 0 

T A N G I B L E WELL COST 

2 4 Of " Conductor Casing 

25 3 5 0 ' Of 8 - 5 / 8 '" Surface Casing 3 . 500 
26 ' O f " Intermediate Casing 

27 ' O f " Intermediate Casing 

2 8 ' Of " In termediate Casing 

29 4 6 5 0 ' Of 5 - 1 / 2 " Production Casing 31 . 800 
30 ' O f . " Tie-Back Cosing 

31 4650 ' Of 2 - 3 / 8 " Tubing 9 , 8 0 0 
32 ' O f " Tubing 

33 Of " Tubing 

3 4 Liner Equipment 

35 Wellhead Equipment 600 800 
36 Producing Faci l i t ies, Tank Battery, Flowline 4 5 , 0 0 0 
37 Packers 8 Other Subsurface Tool i 

38 Contingencies (10 V . of Tangibles) 
39 

4 0 

41 TOTAL TANGIBLES 4 , 1 0 0 8 7 , 4 0 0 9 1 , 5 0 0 
42 TOTAL WELL COST 1 0 1 , 9 0 0 1 2 2 , 1 0 0 224 L 0 0 0 

COMPANY APPROVAL 

By Date By Date 3y Date By Date By Date 

Firm EARL A . 

J . ; - JOINT OPERATOR 

LATIMER By 

APPROVAL 

Ti t le IS" Date 



September 13, 1989 

Dr. Earl A. Latimer, Jr. 
1511 S. Grand 
Roswell, NM 88201 

Re: Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 
Roosevelt County, New Mexico 
(Bluitt NM015) 

Dear Dr. Latimer: 

By l e t t e r dated May 4, 1989, OGS Operating Company, Inc. sent you a 
proposal to d r i l l the referenced test well. 

The proposed well i s a step out to the OGS Bilberry #1 well which has 
been on production for about 3.5 months. 

OGS i s interested i n d r i l l i n g the proposed well and we anticipate 
conttencixig operations by Octdoer 1, 1989. 

Please consider th i s proposal and l e t me know your decision at your 
earliest convenience. 

Should you need information on the well, please contact Mike Gates i n our 
office. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Them O'Brien 

TO'B/slm 



May 4, 1989 

CERTIFIED RETURN RECEIPT REQUESTED 

WALTER DUNCAN, INC. 
100 Park Avenue Bldg., Suite 1200 
Oklahoma City, OK 73102 

Attention: Jack Sweeney 

Re: Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 
Roosevelt County, New Mexico 
(Bluitt NM015) 

Gentlemen: 

OGS Operating Company, Inc., (OGS), proposes to d r i l l a San Andres test 
well to an approximate depth of 4650 feet at a location i n the E/2NE/4 of 
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. 

Two copies of an AFE for' the proposed well are attached. 

OGS also proposes the. formation of a working interest unit composed of 
.the N/2 of Section 15 to be operated under an Operating Agreement with 
provisions identical to the Cperating Agreement dated August 1, 1988 covering 
the W/2 of Section 14, T-8-S, R-37-E. 

- Should you prefer not to j o i n i n the working interest unit and pay your 
share of the cost of the well, OGS requests that you grant i t an o i l and gas 
lease on your interest i n the' E/2NE/4 of Section 15. Such lease shall contain 
the same terms as the lease from you, as lessor, to OGS dated May 1, 1988. 

OGS anticipates commencing this well on or before October 1, 1989. 

Should you elect to j o i n i n the working interest unit and well, please 
sign one copy of the AFE and return i t to me. 

Should you elect to lease, pleas sign and return to me one copy of this 
l e t t e r . 



WALTER DUNCAN, INC. 
May 4, 1989 
Page 2 

A copy of this l e t t e r i s being sent regular mail to ensure delivery. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Them O'Brien 

Agree t o lease our i n t e r e s t i n the N/2 Section 15, T-8-S, R-37-E, Roosevelt 
County, New Mexico 

WALTER DUNCAN, INC. 

Date 

© SENDER: Complete Items 1 end 2 when additional services sre desired, and complete Items 3 
and 4. • - - - - • • ' '-' • • - ' • V • ' ' ' 

Put your address In the " R E T U R N T O " Space on the reverse side. Failure to do this wi l l prevent this 
card fr7/m being returned to you. The return receipt fee wi l l provide vou the name of the person 
'delivered to and the date of delivery. For additional fees the fol lowing services are available. Consult 
'poitm/ister for feesjmd rh-jck box(es) for additional servlce(s) requested. . ... - . . . . . . . . . 
1. O /Show to who l • s-:vt..'>d, date, and addressee's address. 2. • Restricted Delivery . . . . 

* T>.-r- . frarge)* • • - t ( E x t r a charge)* - -- -

3. Art ie! Addr-

' \ •'• .' . " . i . i B l d g . ' 
\ H a \ W O-dACfcd ^Nic— -

;.. ' i t y , - : OK * 73102 v 

i o. oigncture • 

X 

Addressee 

, 6. Signature — Agent / \ A / 

7. Data of Delivery Q . _ 

PS Form 3 8 1 1 , Ma i . 1987 
31^^ 
* UTS.aP.O. 1987-178-268 

4 . Art icle Number : 

P 954 C368 382 
Type of Service: s ^ - c i * . . - ' ' 
• Registecec) -'~;--i?rj Insured 
KJ Certif ied • COD ; 

Q Express MaiL. " - ' ' 

Always oblain^ignature of addressee 

or agent and DATE DEL IVERED. 

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

DOMESTIC RETURN RECFIf-

TO'B/slm 
Enclosure 

18 



O ^ E DRILLING, 

DRILLING OR WORKOVER AFE 

Q WILDCAT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• p a A 

AFE NO.. 

LSE. NO. 

W. I. 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE B 
WELL NO. BILBERRY #2 

DEPTH 
a FORM 4 , 6 5 0 ' San A n d r e s 

LOCATION E / 2 N E / 4 , S e c t i o n 1 5 , T - 8 - S , R - 3 7 - E 
COUNTY 
a STATE R o o s e v e l t C o u n t y , New M e x i c o FIELD 

OPERATOR OGS O p e r a t i n g Company , I n c . 
SPUD 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION DRILLING - COMPLETION TOTAL 

1 Access, Location 8 Roads 5 , 000 2 , 000 
2 Rig Move 

3 Footage Cost 41 , 900 
4 Day Work Cost days at 7 , 200 
5 Bits S Reamers — 
6 Fuel — 
7 Wmer 4 , 000 1 , 5 0 0 
8 Mud 8 Chemicals 2 , 000 — 
9 Cementing 8 Serv ice 2 , 5 0 0 6 , 000 

10 Coring — — 
1 1 Surveying 8 Tesl ing 13 , 500 1 , 5 0 0 
12 Mod Logging 1 , 600 — 

1 '3 Perforat ing — 1 , 5 0 0 
14 St imulat ion 4 , 000 
15 Transportat ion 

16 Dri l l ing Overhead 8 Supervision 4 , 000 . 4 , 0 0 0 | 
17 Equipment Rental _ — 1 2 , 0 0 0 1 
18 Completion Rig 6 days ot 1 0 C 0 

—-•. 
I 6 , 000 

19 Other. Dri l l ing Expense • 2 , 5 0 0 I •-. 3 , 000 
2 0 Contingencies (10V. .o f Intangibles) 8 , 9 0 0 . ( 3 , 2 0 0 
21 _ • I n s u r a n c e - 4 , 7 0 0 - ~ 
2 2 • • : t 
23 TOTAL INTANGIBLES 9 7 , 8 0 0 3 4 , 7 0 0 1 3 2 , 5 0 0 

T A N G I B L E WELL COST 

2 4 Of " Conductor Ccsing | 

25 3 5 0 ' Of 8 - 5 / 8 " Surfcce Casing 3 , 5 0 0 .... 
26 ' Of " Intermediate Casing 

27 " O f '' Intermediate Casing 

2 8 ' O f " In termediate Casing 

29 4 6 5 0 ' Of 5 - 1 / 2 " Production Casing 3 1 , 8 0 0 
30 ' O f . '" Tie-Back Casing 

31 4 6 5 0 ' Of 2 - 3 / 8 " Tubing 9 , 8 0 0 
32 ' O f " Tubing 

33 ' O f " Tubing 

3 4 Liner Equipment 

35 Wellheod Equipment 600 . 800 
36 Producing Fccil i t ie s, Tank Battery, Flowline 4 5 , 0 0 0 
37 Packers 8 Other Subsurface Tool i 

38 Contingencies (10 V . of Tongibles) -
39 

4 0 

41 TOTAL TANGIBLES 4 , 1 0 0 8 7 , 4 0 0 9 1 , 5 0 0 

- 4 2 I TOTAL WELL COST 101 , 900 1 2 2 , 1 0 0 2 2 4 ^ 0 0 0 

COMPANY APPROVAL 

By Dat t By Date By Date By Date By Date 

Firm WALTER DUNCAN, I N C . 
• J I 



8- M-SR /--, 

July 26, 1989 

WALTER DUNCAN, INC. 
100 Park Avenue Bldg., Suite 1200 
Oklahom City, OK 73102 

Attention: Jack Sweeney 

Re: Proposed San Andres Test 
; N/2, Section 15, 
T-8-S, R-37-E, 
Roosevelt County, New Mexico 
(Bluitt NM015) 

Gentlemen: 

By l e t t e r dated-May 4, 1989, OGS Operating Company, Inc. sent you a 
proposal to d r i l l the referenced test well. 

The proposed well i s a step out to the OGS Bilberry #1 well which has 
been on production for about 2.5 months. 

OGS i s interested i n d r i l l i n g the proposed well and we anticipate 
cairoencing operations by October 1, 1989. 

Please consider th i s proposal and l e t me know your decision at your 
earliest convenience. 

Should you need information on the well, please contact Mike Gates i n our 
office. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Thorn O'Brien 

HQS-2H- ISZL 

TO'B/slm 

ZO 



WALTER D U N C A N 
100 PARK AVENUE BUILDINC 

O K L A H O M A CITY, O K L A H O M A 73102 

405 /272-1800 

August 11, 1939 

Mr. Thorn 0'Brien 
OGS Operating Company, Inc. 
550 W. Texas, Suite 1140 
Midland, TX 79701 

Re: Bilberry #2 
E/2 NE/4, 15-8S-37E 
Roosevelt County, NM 

_ NMM - 1 • 

Dear Mr. O'Brien: 

In regard to the captioned refer to your letter of 
July 26, 1989. Walter Duncan, Inc. will participate 
for their 18/320ths ̂  5.6252 interest in your cap
tioned well, subject to -the terms of your JOA and 
approval of t i t l e . 

My records reflect that Walter Duncan, Inc. owns 180 
mineral acres under the E/2 NE - 15, and you will be 
forming a 320 acre unit comprised of the N/2 - 15. 

Enclosed is your executed AFE. 

Sincerely, 

JS:DB 
Enc. 

CC: J. F. Carter, Jr. 



DRILLING OR WORKOVER AFE A F L NO. 

• WILDCAT 

• DRILLING 

D COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• pa A 

LSE. NO. 

W. I 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE a 
WELL NO. BILBERRY £2 

DEPTH 
a FORM 4 , 6 5 0 ' San A n d r e s 

LOCATION E / 2 N E / 4 , S e c t i o n 1 5 , T - 8 - S , R - 3 7 - E 

COUNTY 
a STATE R o o s e v e l t C o u n t y , New M e x i c o FIELD 

OPERATOR OGS O p e r a t i n g Company, I n c . 
SPUD 
DATE 

_ _ ' INTANGIBLE WELL COST 

DESCRIPTION DRILLING COMPLETION TOTAL 

1 | Access, Locotion 8 Roads 5 , 0 0 0 2 , 000 
2 Rig Move 

3 Footage Cost 4 1 , 9 0 0 
4 Doy Work Cost days al 7 , 2 0 0 
5 Bits 8 Beamers — . 1 
6 Fuel — 1 
7 | Waler 4 , 000 1 , 5 0 0 t 
8 | Mud 8 Chemicols 2 , 0 0 0 — 
9 Cementing 8 Serv ice | 2 , 5 0 0 6 , 000 

10 Coring | | 

I I Surveying 8 Testing | 1 3 , 5 0 0 1 , 5 0 0 
12 Mod Logging | 1 , 600 | 

• 13 | Perforating — | 1 , 5 0 0 
!4 i St imulat ion ... . — | 4 , 000 
15 | Transportat ion . — _— 
16 | Dri l l ing Overhead 8 Supervision 4 , 000 .... 4 , 000 
17 | Eouipment Rental - - — I 2 , 0 0 0 i 
18 | Completion Rig 6 days at 1 0 0 0 — .. _ - - 6 , 0 0 0 I 
19 j Other Dri l l ing Expense .... 2 , 5 0 0 3 , 0 0 0 1 
2 0 J Contingencies (IO */.. of Intangibles ) 8 , 9 00 - - 3 , 2 0 0 
21 | ' ' • • I n s u r a n c e ' - 4 , 7 0 0 -
2 2 __ j 
2 3 ' " TOTAL INTANGIBLES .". | 9 7 , 8 0 0 | 3 4 , 7 0 0 j 1 3 2 , 5 0 0 

• T A N G I B L E WELL COST 

2 4 ' Of " Conductor Cosing 

1 25 3 5 0 ' Of £ - 5 / 8 " Sorfoce Casing 1 - 3 , 5 0 0 

26 Of " Intermediate Cosing | 
27 Of "' Intermediate Casing | 
2 8 " O f " IntBrmediotg Casing j | | 

29 4 6 5 0 ' Of 5 - 1 / 2 Production Casing - j j 3 1 , 8 0 0 1 
30 | ' O f . Tie-Bock Cosing . . | | | 

31 | 4650 ' Of 2 - 3 / 8 " Tubing 1 9 , 8 0 0 | | 
3 2 j . ' Of _ " Tubing 

33 Of " Tubing ; : ' 
3 4 Uner Equipment .... .'- -
35 Wellhead Equipment - 600 800 | 
3S Producing Foci li t i e s , Tank Batt»ry, Flowline - 4 5 , 0 0 0 | 
37 Packers 8 Other Subsurface Tool i 1 
33 Contingencies 1 1 0 % of Tangibles) - ... _. } 

| 39 | 

J 4 0 | 

| 41 _ TOTAL TANGIBLES 4 , 1 0 0 8 7 , 4 0 0 9 1 , 5 0 0 . 
1 4 2 | TOTAL WELL COST | 1 0 1 , 9 0 0 1 2 2 , 1 0 0 | 2 2 4 , 0 0 0 _J 

COMPANY APPROVAL 

lay Date &y Date By Date By Date By Date 

OPERATt 

••rm WALTER DUNCAN, I N C , 



® 

May 4, 1989 

CEPOTFIED RETORN RECEIPT REQUESTED 

THE WISER OIL COMPANY 
Box 192 

Sis t e r v i l l e , W. Va. 26175 

Attention: Mr. Charles Larue 

Fer Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 

- R o o s e v e l t County, New Mexico 
(Bluitt NM015) 

Gentlemen: 

OGS Operating Company, 'inc. , (CGS) , -proposes to d r i l l a San Andres Test 
well to an approximate depth of 4650 feet at a location i n the E/2NE/4 of 
Section 15,- T-a-S, R-37-E, Roosevelt County, New Mexico. 

Two copies of an AFE for the proposed well are attached. 

OGS also proposes the formation of a. working interest unit composed of 
'the N/2 of Section 15 to be operated under an Operating Agreement with 
provisions identical to the Operating Agreement dated August 1, 1988 covering 
the W/2 of Section 14, T-8-S, R-37-E-between CGS, as Operator, and you and 
others, as Non-Operators. 

• Should you elect not to j o i n i n and pay your share of the cost to d r i l l 
the proposed well, OGS requests a farmout of your interest i n the N/2 of 
Section 15. Such farmout shall be granted on the same terms contained i n the 
Farmout Agreement dated August 1, 1988 covering the W/2 of Section 14, T-78 S, 
R-37-E, i n which you farmed out your interest to CGS. 

OGS anticipates ccmrencing this well on or before October 1, 1989. 

Should you elect to j o i n i n the well and working interest unit, please 
sign and return one copy of the attached AFE. 

Should you elect to farm out, please: sign one copy of this l e t t e r and 
return i t to the undersigned. 

23 



THE WISER OIL COMP?-.,̂  { 

;. : May .4, 1989 
" Page" 2 

A copy of t h i s l e t t e r i s being sent regular ..mail to ensure delivery . 

. Yours t r u l y , -'.' ' , ' }. 

. . . OGS OPERATING COMPANY, INC. \ -,-

Than O'Brien , • 

Agree to farm out my interest i n the N/2 of 
Section 15, T-8-S, R-37-E,-Roosevelt County, New Mexico 

THE WISER OIL COMPANY . • V 

Date 

TO'B/slm 
Enclosure 2<f 



A S E N D E R : C o m p l e t e I tems 1 and 2 w h e n a d d i t i o n a l services are des i red , a n d c o m p l e t e I tems 3 
W a r , d 4 . 
P u t y o u r address In t h e " R E T U R N T O " Space o n t h e reverse side. F a i l u r e t o d o th i s w i l l p r e v e n t t h i s 
r . r r i f m m f in ing r « n i m » r t t n v o u T h e r e t u r n reca lo t fee w i l l D rov lde v o u t h e n a m e o f t h s oerson 
de l i ve red t o end t he d a t e o f de l i ve ry . Fo r a d d i t i o n a l fees t h e f o l l o w i n g services are ava i lab le . C o n s u l t 
p o s t m a s t e r f o r fees and c h e c k box (es ) f o r a d d i t i o n a l serv lce(s) r eques ted . t..- _• r-•: 
1 . - • S h o w t o w h o m de l i ve red , da te , and addressee's address. : - - 2 . O R e s t r i c t e d D e l i v e r y :.?£%->>'•:?.*•• 

:- r-2T.-J?.:Wx?r. r 1 ( E x t r a c h a r g e ) ! ».<*«•• w » : - f f E x t n c h a r g e ) ! v ' AV. 

3. Article Addressed to: • \ ~ y y r - ^ y P ^ y f ^ . , l ^ : S ^ 

TheTfw ise ' r "Oi l ' - "Company 
Box 119 2 ::r^:^^0S^m^^M^^^ 

- Sisterville ;^.W: JyA.1^2617 5' 

4 . A r t i c l e N u m b e r .v~.:- : .S.7-.r t . -S~^ - V; ;

 : 

• p" 95 4 3 6 8 - 3 8 1 ; : ' 
3. Article Addressed to: • \ ~ y y r - ^ y P ^ y f ^ . , l ^ : S ^ 

TheTfw ise ' r "Oi l ' - "Company 
Box 119 2 ::r^:^^0S^m^^M^^^ 

- Sisterville ;^.W: JyA.1^2617 5' 

T y p e o f Serv ice : t V i ^ ^ - i r ^ - y ^ ^ : ; 

D Reg is te red v ^ 3 £ D Insu red 

E3 C e r t i f i e d ^ j g ^ D C O D 5 v f - 5 ? > t ' - ^ 

L J Express Ma i l 

3. Article Addressed to: • \ ~ y y r - ^ y P ^ y f ^ . , l ^ : S ^ 

TheTfw ise ' r "Oi l ' - "Company 
Box 119 2 ::r^:^^0S^m^^M^^^ 

- Sisterville ;^.W: JyA.1^2617 5' 

A l w a y s o b t a i n s igna tu re o f addressee Jlr 

T n t a a e n t a n d D A T E D E L I V E R E D . :• V > '. 

5. Signature — Addressee -. .• '.-_.- %S<iJ'?C^S^^' Addressee 's Address ( O N L Y i f . - - r . - / ; 
^ j ^ j ^ r t e d a n d f e e p a i d ) -'-Jj"? " J - ; " 

Addressee 's Address ( O N L Y i f . - - r . - / ; 
^ j ^ j ^ r t e d a n d f e e p a i d ) -'-Jj"? " J - ; " 

7 . "Date o f D e l i v e r y J Q ^ ^ ^ ^ ^ ' : ^ y ^ * S * * ~ = ' 

Addressee 's Address ( O N L Y i f . - - r . - / ; 
^ j ^ j ^ r t e d a n d f e e p a i d ) -'-Jj"? " J - ; " 

rCPS F o r m 3 8 1 1 , M a i . 1 9 8 7 •.- ;. ; , . . : _ * U.S.aP.O. 1987-178-268 

I I 
I 

P 15 M 3b6 3 c l . ' 

RECEIPT FOR CERTIFIED MAIL ' 
NO INSURANCE COVERAGE PR0VI0E0 ' _ 

NOT FOR INTERNATIONAL MAIL 

(See Reverse) 

oiu to. 

Postage 5 fr 
Cenilied Fee 

Special Oehvery Fee 

Restricted Oelivery Fee 

Return Receipt s h j i u a o . ^ ^ 
to whom and r > ^ C Q i j v e j e ^ 

Retum R e / ^ ^ o w m g t o N ^ A 
Date. an tyA&yess ol D t S ^ e t ^ K A 

TOTAL F ss tabu t f e^ 'Fees t ^ - j ^ 1 

Postmark c< t g l C ^ , — • ' f l ^ / / . 

99-

is-*-
'Ui- 'V.-- - ;" . 

"'•-:\=.'->.M-" 



0J£E DRILLING, IWU 

DRILLING OR WORKOVER AFE 

• WILDCAT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• p a A 

AFE NO.. 

LSE. NO. 

W. I 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE 8 
WELL NO. BILBERRY #2 

DEPTH • • 
a FORM 4 , 6 5 0 ' San A n d r e s 

LOCATION E / 2 N E / 4 , S e c t i o n 1 5 , T - 8 - S , R - 3 7 - E 
COUNTY 
a STATE R o o s e v e l t C o u n t y , New M e x i c o FIELD 

OPERATOR OGS O p e r a t i n g ComDany, I n c . 
SPUD . . , 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION | DRILLING COMPLETION TOTAL 

1 Access, Location 8 Roads 1 : 5 , 000 2 , 0 0 0 
2 Rig Move 

3 Footage Cost 4 1 , 9 0 0 
4 Day Work Cost days at 7 , 200 
5 Bits 8 Reamers — 
6 Fuel — 
7 Water 4 , 000 1 , 5 0 0 
8 Mud 8 Chemicals 2 , 000 — 
9 Cementing S Serv ice 2 ,50 0 6 , 0 0 0 

10 Coring .__ . — 
11 Surveying & Testing 1 3 , 5 0 0 1 , 500 
12 Mod Logging 1 , 6 0 0 — 
13 Perforat ing 1 •— 1 , 5 0 0 
' 4 St imula t ion I — 4 , 0 0 0 
15 Transportat ion — _ J 
16 Dri l l ing-Overhead 9 Supervision 4 , 0 0 0 4 , 000 
17 Equipment Rental . - i n ^ . ^ i — ;_. 2 , 0 0 0 

;18 Completion Rig 6 coys at 1 0 0 0 * - - - • 6 , 0 0 0 
• 19 Other Dri l l ing Expense . 2 , 5 0 0 •• 3 , 0 0 0 .-. -. 
2 0 -Contingencies ( IOV»-of Intangibles) — — • 8 , 9 0 0 ' 3 , 2 0 0 
21 - "- - -•• I n s u r a n c e - - - - - 4 , 7 0 0 - . ... . . 
2 2 - ~ -- _ * " -
23 TOTAL INTANGIBLES 97 , 300 3 4 , 7 0 0 1 3 2 , 5 0 0 

: ~ T A N G I B L E WELL COST 

24 ' O f " Conductor Casing | 

25 3 5 0 ' Of 8 - 5 / 8 " Surface Cosing 3 , 5 0 0 ; 

2 6 ' Of _" Intermediate Cosing 

2 7 . ' Of ~ : " Intermediate Casing ..-

2 8 Of --4. -' In termediate Casing V 

29 4 6 5 0 ' Of 5 - 1 / 2 " Production Cosing 3 1 , 8 0 0 • 
30 ' O f . " Tie-Back Casing 

\ • . 31 4650 ' Of 2 - 3 / 8 " Tubing 9 , 800 
32 Of " Tubing 

33 ' Of " Tubing — 
3 4 Liner Equipment • -

35 Wellhead Eauipment 600 800 
36 Producing Foci l i t ies, Tank B a f t i r y , Flowline 4 5 , 0 0 0 
37 Packers 8 Othar Subsurface Tools 

38 Contingencies (10 V . of Tangibles) 
39 

4 0 

41 TOTAL TANGIBLES 4 , 100 8 7 , 4 0 0 9 1 , 5 0 0 
4 2 TOTAL WELL COST 101 , 900 1 2 2 , 1 0 0 2 2 4 ^ 0 0 0 

COMPANY APPROVAL 

By Dots By Date By Data By Date By Date 

Firm THE WISER O I L COMPANY By 
2Jo 



July 26, 1989 

THE WISER OIL COMPANY 
Box 192 
Siste r v i l l e , W 26175 

Attention: Mr. Charles Larue 

3Q T-kS2-38U 
Re: Proposed San Andres Test 

'•• N/2, Section 15, 
T-8-S, R-37-E, 

v Roosevelt County, New Mexico 
' (Bluitt NM015) 

Gentlemen: 

By l e t t e r dated May 4, 1989, OGS Operating Company, Inc. sent you a 
_ proposal to d r i l l the referenced test well. 

The proposed well i s a step out to the' OGS Bilberry #1 well which has 
been on production for about 2.5 months. 

OGS i s - interested^ i n d r i l l i n g the proposed - well and we anticipate 
commencing operations by October 1, 1989. 

Please- consider t h i s proposal and l e t me know your decision at your 
earliest convenience. 

Should you need information on the well, please contact Mike Gates i n our 
office. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Thorn O'Brien 

TO'B/slm 



W I S E R ) 

THE WISER OiL COMPANY 
P.O. BOX 192 SISTERSVILLE. W. VA. 26175-0192 

304-652-3861 
fax 304-652-1314 

John C. Wright, President & CEO 

Charles P. LaRue, Vice President—Production 

Richard L. Slarkey. Secretary 

Ronald D. Lee, Treasurer 
September 8, 1989 

Mr. Thorn O'Brien 
OGS OPERATING COMPANY, INC. 
;550 W. Texas, Suite 1140 
Midland, TX 79701 

• -' • • Re: 'Proposed San Andres Test 
. Bilberry J?2 

' " '-•— ' Section 15, T8S, R37E 
:-- r.-n- -̂-- "'""•Roosevelt County,New Mexico 

Dear Mr. O'Brien: 

Please f i n d enclosed a signed AFE which w i l l stand to commit The Wiser O i l 
Company to p a r t i c i p a t i o n i n the subject w e l l . Please prepare the appropriate 
operating agreement and submit i t to us. 

Very t r u l y yours, 

Charles P. LaRue 

CPL/b 
Enclosure 

lb 



DRILLING OR WORKOVER AFE A F L NO. 

• WILDCAT 

• DRILLING 

D COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• pa A 

LSE. NO. 

W.I 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE a 
WELL NO. BILBERRY 3 2 

DEPTH 
a FORM 4 , 6 5 0 ' San Andres 

LOCATION E / 2 N E / 4 , S e c t i o n 15, T - 8 - S , R-37-E 
COUNTY 
a STATE . R o o s e v e l t C o u n t y , New Mex ico FIELD 

OPERATOR OGS O p e r a t i n g Company, I n c . 
SPUD 
DATE 

I N T A N G I B L E W E L L COST 

| D E S C R I P T I O N D R I L L I N G COMPLETION TOTAL 

1 A c c e s s , L o c u t i o n B Roods 1 5 , 0 0 0 2 r 000 
z. Rig Move | ... 
3 F o o t o g e C o s t 4 1 , 9 00 ; . 
4 Doy Work Cost days at 7 , 2 0 0 1 

5 Bi ts a Reamers 1 — 
6 Fuel — 
7 W a t e r . . 4 , 000 1 , 5 0 0 
8 Mud 8 C h e m i c a l s 2 , 000 1 ' ! 
9 C e m e n t i n g 8, S e r v i c e 2 , 5 0 0 6 , 0 0 0 1 i 

10 C o r i n g — . — 1 
1 1 S u r v e y i n g a T e s t i n g 1 3 , 5 0 0 1 , 500 1 12 Mod L o g g i n g 1 , 6 0 0 : ' ' .... -— 
13 P e r f o r a t i n g . 

• 
' 1 , 5 0 0 ! 

S t i m u l a t i o n i 4 , 0 0 0 -
i 
j 

.J5-.I T r a n s p o r t a t i o n : . _ : ; 1 — 1 
16 D r i l l i n g O v e r n e o d 3 S u p e r v i s i o n 1 4 , 0 0 0 \ ._ j 4 , 000 ! 
17 

; - E q u i p m e n t - R e n t a l : ~ r - ~ T : ~-_ __ • i - v — : •" ] 2 , 0 043- ' ) 
18 . C o m p l e t i o n Rig 6 coys ot 1000 6 , 0 0 0 : 1 
19 O t h e r D r i l l i n g E x p e n s e -: i 2 , 5 0 0 .._ I V 3 , 0 0 0 - ' I 

• 2 0 : C o n t i n g e n c i e s O O V . - o f I n t a n g i b l e s ) - . - 1 8 , 90 0 I - - 3 , 2 0 0 i 
i 

21 . . — • i n s u r a n c e - 1 - - • 4 , 7 0 0 ! • - - - - - r - j - . —.- . r r - - . - • • j 

2 2 | . - - - - 1 - i 1 1 
2 3 | : - : - T O T A L 1 N T A N G I 3 L ES 9 7 , 8 0 0 .-. 34 , 7 0 0 1 3 2 , 5 0 0 | 

T A N G I B L E WELL COST 

2 4 I Of C o n d u c t o r Cas ing . - : ! 
2 5 ! 350 ' Of 8 - 5 / 8 . " S u r f a c e C a s i n g _ - 3 . 500 __ .... . . 
2 6 | ' Of " i n t e r m e d i a t e Cos ing —- -
2 7 I "O f I n t e r m e d i a t e Cas ing 

2 8 | ' O f I n t e r m e d i a t e Cas ing 

- 2 9 1 • 4650 ' Of 5 - 1 / 2 P r o d u c t i o n Casing 31 , 800 ; 

3 0 1 ' Of. T i e - B a c k Cas ing 

31 | 4650 ' Of 2 - 3 / 8 T u b i n g 9 , 8 0 0 
3 2 ' O f T u b i n g 

3 3 | " O f Tub ing 

3 4 L i n e r E q u i p m e n t 

3 5 W e l l h e a d E a u i p m e n t 600. • 800 : 

3 6 P r o d u c i n g F a c i l i t i e s , Tank 6 a r t « r y , F l o w l i n * 4 5 , 0 0 0 
3 7 Rocke rs a Oftvar S u b s u r f a c e T o o l i 

38 C o n t i n g e n c i e s (10 V . of T a n g i b l e s ) 

3 9 __ 
4 0 | 

41 | T O T A L T A N G I B L E S 4 , 1 0 0 - 8 7 , 4 0 0 9 1 , 5 0 0 
4 2 | T O T A L W E L L COST 1 1 0 1 , 9 0 0 122 , 100 2 2 4 , 0 0 0 

COMPANY APPROVAL 

3 y D a t e &y D a t e By Datt By D o t * By D a t e 

•irm THE WISER O I L COMPANY By 

JOINT OPERATOR APPROVAL 

Of r . . . T i t le /St* 



May 4, 1989 

PKRTFTFD RETURN RECEIPT FEQUESTED 

MR. AND MRS. J.E. CIESZINKSI 
Box 3047 
Roswell, NM 88201 

- Re: ' Proposed San Andres Test 
N/2, Section 15, 

y T-8-S, R-37-E, 
• • Roosevelt County, New Mexico 

-;i:::rr? ^ (Bluitt NM015) 

Gentlemen: 

OGS Operating Company, Inc., (CGS), proposes to d r i l l a San Andres Test 
- well to an approximate depth of 4650 feet, at .a location i n the E/2NE/4 of 

Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. 

Two copies of an AFE f o r the proposed well are attached. 

OGS also proposes the formation of a working interest unit composed of 
the N/2 of Section 15 to be operated under an Operating Agreement with 
provisions identical_to the Operating Agreement dated August 1, 1988 covering 
.the W/2. of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and 
others, as Non-Operators. 

Should you elect not to j o i n i n and pay your share of the cost to d r i l l 
the proposed well, OGS requests a farmout. of your interest i n the N/2 of 
Section 15. Such farmout shall be granted on the same terms contained i n the 
Farmout Agreement dated August 1, 1988 coveiring the W/2 of Section 14, T-78-S, 
R-37-E,in which you farmed out your interest to OGS. 

CGS anticipates commencing this well on or before October 1, 1989. 

Should you elect to j o i n i n the well and working interest unit, please 
sign and return one copy of the attached AFE. 

Should you elect to farm out, please sign one copy of this l e t t e r and 
return i t to the undersigned. 

30 



MR. AND MRS. J.E. CUl-ljNSKL 
•-•May 4, 1989 
Page 2 

A copy of this l e t t e r i s being sent regular mail to ensure delivery. 

Yours t r u l y , 

CGS OPERATING COMPANY, INC. 

Them O'Brien 

Agree to farm out:my interest i n the N/2 of 
Section 15, T-8-S, R-37-E,; Roosevelt County, New Mexico 

J.E. Cieszinski Date 

Drusilla Cieszinski Date 

A SENDER: Compute .ten^s 1 and 2 when add.t.onal serv.ee, . re des.r.d, . nd compete . tern, 3 

9, 
^ o u t address I" the -RETURN TO" Space onlho reverse ^e- FaHure to do ^ ^ Z T ^ 

1. • Show f ^ h ^ ^ ^ ^ / V ^ ^ ' Z ^ " j ^ t f E x t r a charge)* v 

' - ^ " 1 4. Article Number :. >- • v . . .- • 
Article Addressed t o : 

J:E. '. C i e s z i n s k i 
Box 3047' ••. 

' Roswell, ,.. '.NM :*•- 88201 

- P -954 368- 379 
Type of Service: 
• Registered 
[ 3 Certified 
D Express Mall 

: O Insured 
• COD - / 

Alweys obtain signature of addressee 

or agent and n A T F DEL IVERED. 

8. Addressee's Address (ONLY i f 
requested and fee paid) , 

• •-\ .;»: 
' _r 

• •! 
S Form 3811 , Mai. 1987 

TO'B/slm 
Enclosure 

3) 



DRILLING OR WORKOVER AFE 

• WILDCAT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• pa A 

AFE NO.. 

LSE. NO. 

W. I. 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE a 
WELL NO. BILBERRY #2 

DEPTH 
a FORM 4 , 6 5 0 ' San A n d r e s 

LOCATION E / 2 N E / 4 , S e c t i o n 1 5 , T - 8 - S , R - 3 7 - E 
COUNTY 
a STATE R o o s e v e l t C o u n t v , New M e x i c o FIELD 

OPERATOR OGS O p e r a t i n g Company , I n c . 
SPUD 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION DRILLING * COMPLETION TOTAL 

1 Access, Location fi Roods . 5 , 0 0 0 2 , 0 0 0 
2 Rig Move 

3 Footage Cost 4 1 , 9 0 0 
4 Day Work Cost days at . 7 , 2 0 0 
5 Bits 8 Reamers 

6 Fuel — 
7 Water 4 , 00 0 1 , 5 0 0 
8 Mud 8 Chemicals 2 , 0 0 0 — 
9 Cementing S Service 1 2 , 5 0 0 6 , 0 0 0 

10 Coring — — 
I I Surveying a Testing 1 3 , 5 0 0 1 , 5 0 0 
12 Mod Logging - -• 1 , 600 — 
' 3 Perforat ing ; _ — ~ — 1 - 1 , 5 0 0 
14 St imulat ion •• ~ . -; • . 4 , 0 0 0 
15 Transportation \ -_- -- \ —. 
15 Drilling Overhead . 8 Supervision l_ „ _ --j 4 , 0 0 0 4^ 000 | 
17 Equipment Rental • :-:_\L lijv;,, .... -—i 2 , 0 0 0 f 

_ . 18 Completion Rig 6 days_at 1 0 0 0 _ . : . ... 6 , 0 0 0 1 
. 19 Other Dri l l ing Expense _- • 2 , 5 0 0 - " 3,-000 i 

' 2 0 .^Contingencies {10 V—of Intangibles) ; •-? «.*• • 8 , 900 3 , 2 0 0 
21 • ' ' - ; -'" " : .. _: r.'.'_L1 " T n s u r a n e e I 4 , 7 0 0 
2 2 . . . . . . . j - . . - _• I 
23 ' " r l : : . ~ i "~ TOTAL INTANGIBLES • ' ' • 9 7 , 8 0 0 • -' - 3 4 , 7 0 0 1 3 2 , 5 0 0 | 

" - • T A N G I B L E WELL COST 

2 4 ' O f " C o n d u c t o r Casing 1 
25 3 5 0 ' Of 8 - 5 / 8 " Surfoce Casing . . .3 . 500 

. • 
26 ' Of " Intermediate Casing 

27 - - ' Of Intermediate Casing 

2 8 ; ' Of " In termediate Casing _i,.. ... : 
29 4 6 5 0 ' Of 5 - 1 / 2 " Production Casing 3 1 , 8 0 0 
30 ' O f . '" Tie-Back Cosing 

31 4 650 ' Of 2 - 3 / 8 .." Tubing 9 , 800 
32 ' O f " Tubing ; 
33 " O f • "- Tubing -. 

3 4 Liner Equipment 
35 Wellhead Equipment 600 800 
36 Producing Foci ii T ie s, Tank Battery, Flowline 4 5 , 0 0 0 
37 Packers 8 Other Subsurface Tool i 

38 Contingencies (10 V . of Tangibles) 
39 

4 0 | 

4 . | TOTAL TANGIBLES 4 , 1 0 0 8 7 , 4 0 0 9 1 , 5 0 0 
42 | TOTAL WELL COST 1 0 1 , 9 0 0 1 2 2 , 1 0 0 224 , 000 

COMPANY APPROVAL 

Date By Date By Date By Date 8y Date 

JOINT OPERATOR APPROVAL 

Firm J . E . C I E S Z I N S K I By 

RECEIVED SEP 1 9 198^,/: # 
^ / ^ J , L J ' ™ . j ( ^ % & J a ^ pot, ' 



July 26, 1989 

Mr. and Mrs. J.E. Cieszinski 
Box 3047 
Roswell, NM 88201 

-•_ Re: Proposed San Andres Test 
N/2, Section 15, 
T-8-S, R-37-E, 

Gentlemen: 

• By l e t t e r dated May 4, 1989, OGS Operating Company, Inc. sent you a 
proposal;to d r i l l the referenced test well. ; 

The proposed well i s a step out to the OGS Bilberry #1 well which has 
been on production for about 2.5 months. 

OGS i s interested i n d r i l l i n g the proposed "well and we anticipate 
commencing operations by October 1, 1989. 

Please consider this proposal and l e t me know your decision at your 
earliest convenience. 

Should you need; information - on:the well,-please contact Mike Gates i n our 
office. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Them O'Brien 

TO'B/slm 

33 
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July 27, 1989 

GREAT WESTERN DRILLING COMPANY 
P.O. Box 1659 
Midland, TX 79701 

Attention: Mr. Mite Heathington 

Re: Proposed Step-out to 
OGS - Bilberry #1 Well 
Roosevelt County, NM 
(Bluitt NM015) 

Gentlemen: 

•As of 7-24-89 production from the cas/Bilberry #1 was 425 MCF/day with no 
water. The well has been on. production for 2.5 months and has shown no 

- -decline -over , the -.last-.:4Jiree-'-weelcs. ̂ L:;For"̂ C3arlparison,• the offset to the 
southwest (Ingram #1 Light) was producing^approximately 460 MCF/day after 2.5 
months. - To date this" well has produced 919,600 MCF' and ultimate recovery is 
estimated at 1.2 BCF. 

The production described above i s from the San Andres P̂  zone. As you 
may recall this area has also " demonstrated good oil--production from the San 
Andres P„ zone. An attempt was made to complete the-Bilberry #1 i n this o i l 

" zone witn encouraging results prior to fracture treatment. Unfortunately, the 
fracture s-timulation resulted i n carmunication with the water bearing P̂  zone 
below the target horizon. - As a result the P„ zone was abandoned and the well 
was plugged back to the P̂  zone and ccrrpletea as a gas producer. 

- Based on the above results, OGS Operating proposes a stepout from the 
Bilberry #1 well tentatively scheduled to be located 990' FNL and 990' FEL of 
Section 15, • T-8-S>- R-37-E. This location appears'"" favorable for production 
frem both San Andres pay zones." By d r i l l i n g only the top few feet of the P„ 
porosity, the communication problem which was encountered i n the f i r s t well 
should be eliiTiinated. 

A structural position approximately 110 feet high to the Ingram well 
which produced water free from the P̂  zone i s anticipated. 

OGS Operating Company, Inc., (OGS), i s now i n the process of obtaining 
either farmouts from or joinder of Murphy Operating Corporation and the other 
working interest owners i n a unit composed of the N/2 of Section 15. 



Page 2 

the c j S ^ f J p ^ c i ° f , ^ n

k t t e r Agreement dated January 3 l QRQ 
by OGS.; ^ ^ e ^ your p r c p o r ^ ^ ^ J ^ Y ^1989 y o ^ W 

; OGS i s reccmnanding that we d r i l l ^ 

^ an t lc l fate of S J t ^ g ^ f ^ « « U 

Please caU me or Mike Ca t e s i f y a J taye a 

Yours t r u l y , 

.-CGS OPERATING COMPANY, INC. 

Thorn O'Brien 

TO'B/sIm 

35 



July 27, 1989 

MORRIS MIZEL '86 PARTNERS 
6560 East 41st Street 
Tulsa, OK 74145 

Attention: Mr. Morris Mizel 

Re: Proposed Step-out to 
•;i : CGS - Bilberry #1 Well 
. .. _ R o o s e v e l t County, NM 

(Blui t t NM015) 

Gentlemen: 

As of 7-24-89 production "from the OGS Bilberry #1 was 425 MCF/day with no 
vrater. ~The"we^ and has shown no 
decline "over the last--three .weeks. For. comparison, the offset to the 
southwest (Ingram #1 Light) was producing" approximately 460 MCF/day after 2.5 
months. To date th i s well has produced 919,600 MCF. and ultimate recovery i s 
estimated at 1.2 BCF. 

. The production described above i s from the San Andres P̂  zone. As you 
may r e c a l l t h i s area has also-demcnstrated good o i l product^ from the San 
Andres P_ zone. An attempt was made to complete the Bilberry #1 i n this o i l 
zone witn encouraging results prior to fracture treatment. Unfortunately, the 
fracture stiinulation resulted i n ccrrtiunication with the water bearing P3 zone 
below the target horizon. As a result the P- zone was abandoned and the well 
was plugged back to the P.̂  zone"'"and' comple tea as a gas producer. 

Based on the above results, OGS .Operating proposes a stepout from the 
Bilberry #1 well tentatively scheduled to be located 990' FNL and 990' FEL of 
Section 15, T-8-S, R-37-E. This location appears: favorable for production 
from both San Andres pay zones. By d r i l l i n g only the top few feet of the V 
porosity, the communication problem which was encountered i n the f i r s t well 
should be eliminated. 

A structural position approximately 110 feet high to the Ingram well 
which produced water free frem the P̂  zone i s anticipated. 

OGS Operating Company, Inc., (OGS) , i s now i n the process of obtaining 
either farmouts frem or joinder of Murphy Operating Corporation and the other 
working interest owners i n a unit composed of the N/2 of Section 15. 

Under the terms of our Letter Agreement dated January 3, 1989 you have 
the option to participate i n your proportionate part of any farmout obtained 



MORRIS MIZEL 1986 PARTNERS 
July 27, 1989 v ;

 j 

Page 2 

by OGS. 

OGS i s recomrrtanding" that we d r i l l the step out to the Bilberry #1 well 
and anticipate ccrnrencerrcrit of operations by October 1, 1989. 

Please c a l l me or Mike;Gates i f you have a question. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Thorn O'Brien 

TO'B/shTi 



July 27, 1989 

Mr. George White 
Box 52346 
Lafayette, LA 70505 

L-Re: Proposed Step-out to 
••VJ..: OGS - Bilberry #1 Well 
'~'L__ Roosevelt County, NM 

> (Bluitt NM015) 

Gentlemen: 

AS of 7-24-89 production from the OGS Bilberry #1 was 425 MCF/day with no 
water." The well has been on production for 2.5 months and has shown no 

:^^liiie---^over --the^-lastr-thxee, weeks ;'~-v-£or̂  comparison, the .' offset to the 
. southwest. (Ingram f l Light) was producing-approximately 460 MCF/day after 2.5 
months. To date this, well has produced 919,600 MCF and ultimate recovery i s 
estimated at 1.2 BCF. 

The production described above'is from the San Andres P̂  zone. As you 
may recall this area has also demonstrated good o i l production from the San 
Andres P_ zone. • An attempt was made to complete the Bilberry #1 i n th i s o i l 
zone witn encouraging results prior to fracture treatment. Unfortunately, the 
fracture stimulation resulted i n ccmnunication with the water bearing P̂  zone 
below the target horizon. As a result the P_ zone was abandoned and the well 
was plugged back to the P̂  zone and completedas a gas producer. 

- Based on the above results, OGS Operating proposes a stepout from the 
Bilberry #1- well tentatively scheduled' to located 990' FNL and 990' FEL of 
Section 15, T-8-S, R-37-E. This location appears favorable for production 
from both San Andres pay zones. By d r i l l i n g only the top few feet of the P_ 
porosity, the communication problem which was encountered i n the f i r s t well 
should be eliminated. 

A structural position approximately 110 feet high to the Ingram well 
which produced water free frem the P̂  zone i s anticipated. 

OGS Operating Company, Inc., (OGS), i s now i n the process of obtaining 
either farmouts from or joinder of Murphy Operating Corporation and the other 
working interest owners i n a unit composed of the N/2 of Section 15. 

Under the terms of our Letter Agreement-dated January 3, 1989 you have 
the option to participate i n your proportionate part of any farmout obtained 
by OGS. 



GEORGE WHITE , 
July 27, 1989 - : i C'J 
Page 2 

: - OGS i s xeccmrending that we d r i l l the step out to the Bilberry #1 well 
and anticipate ccrrrrencement of operations by October 1, 1989. 

" - Please c a l l me or Mike Gates- i f you have a question. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Thorn O'Brien 

TO'B/slm 



July 27, 1989 

Mr. Hugh A. Moore 
P.O. Box 51453 
Lafayette, LA 70505 

Re: Proposed Step-out to 
'_. --. OGS - Bilberry #1 Well 

. 7. Roosevelt County, NM 
(Bluitt NM015) 

Gentlemen: 

As of 7-24-89 production from the CGS Bilberry #1 was 425 MCF/day with no 
water.' The well has been on production : for 2.5 months and has shown no 
decline--over'- .the last-, three - weeks. For • comparison, the offset to the 
"southwest' (Ingram #1 Light) was producing. approximately' 460 MCF/day after 2.5 
months. To date this well has produced 919,600 MCF. and ultimate recovery i s 
estimated at 1.2 BCF. 

. . The production. described above i s from the San Andres P̂  zone. As you 
may rec a l l .this - area" has also' demonstrated "good-oil" production frem the San 
Andres P_ zone. An attempt was made to complete the Bilberry #1 i n this o i l 
_jzone.witn encouraging results prior to fracture.treatment. Unfortunately, the 
" fracture stimulation 1 resulted i n cortrnunication with -the. water bearing P̂  zone 
below the target horizon. .. As a result the P~ zone was abandoned and the well 
was plugged back to the P̂  zone and completedas a gas producer. 

- -Based on the above results, OGS Operating proposes a stepout from the 
Bilberry #1 well tentatively scheduled-to be located 9.90' FNL and 990' FEL of 
Section 15, T-8-S, R-37-E. This location appears favorable for production 
from both San Andres pay zones. By d r i l l i n g only the top few feet of the P_ 
porosity, the communication problem which was encountered i n the f i r s t well 
should be eliminated. 

A structural position approximately 110 feet high to the Ingram well 
which produced water free frem the P̂  zone i s anticipated. 

OGS Operating Company, Inc., (OGS), i s now i n the process of obtaining 
either farmouts from or joinder of Murphy Operating Corporation and the other 
working interest owners i n a unit composed of the N/2 of Section 15. 

Under the terms of our Letter Agreement dated-January 3, 1989 you have 
the option to participate i n your proportionate part of any farmout obtained 
by OGS. 



HUGH MOORE >. 
July 27, 1989 -ry yyy 
Page 2 

OGS i s reccrrrrEnding that we. d r i l l the step out to the Bilberry #1 well -
and anticipate commencement of operations by October 1, 1989. 

r Please c a l l me or Mike Gates"if you have a question. 

Yours t r u l y , 

OGS OPERATING COMPANY, INC. 

Thorn O'Brien 

TO'B/slm 



W . Thomas Kellahin 
Karen Aubre/ 

Jaion Kellahin 
Of Counsel 

K E L L A H I N , K E L L A H I N and AUBREY 
Attorneys at Lena 

El Patio -117 North Guadalupe 
Port Office Box 22«5 * " J 

Santa Fc, N e w Mexico 87504-2265 

Telephone 9S2-+2S5 
Area Code 505 

Fax: 505/982-2047 

August 15, 1989 

f 
RECEIVED 

AUG 1 5 1989 

OIL CONSERVATION DIVISION 
HAND-DELIVERED . ; .. . 

-Mr. William J. LeMay 
Oil Conservation Division 
-Post Office Box 2088 
•Santa Fe, New Mexico 87501 

Re: OGS Operating Company, Inc. 
• fo r Compulsory Pooling and an 
^Unorthodox Well Location 

------Roosevelt, New Mexico 

Dear Mr. LeMay: 

'On behalf of OGS Operating Company, Inc. we would ap
preciate you s e t t i n g the enclosed application f o r a public 
hearing on the Division's Examiner docket now scheduled f o r 
September 6,-1989. 

By copy of t h i s l e t t e r to a l l parties to be pooled, we 
are n o t i f y i n g them b y ' c e r t i f i e d mail, return-receipt re
quested, th a t they.have t h e - r i g h t to :appear at the hearing, 
to make a statement to the Division, to present evidence and 
cross-examine witnesses either i n support of or i n opposi
t i o n to the ap p l i c a t i o n . In addition, they are advised that 
the entry of a compulsory pooling order w i l l a f f e c t t h e i r 
r i g h t s to share i n the production form the subject w e l l . 

- - Very t r u l y yours, 

W. 

WTK/rs 
Encl. 

Thomas K 

cc: Thorn O'Brien - OGS Operating Company 
" C e r t i f i e d Return-Receipt Requested" 

a l l parties to be pooled 

4Z 



— —- • RECEIVED 

- ™. 1 5 1989 
STATE OF NEW. MEXICO DlL cO"SERVATirw n, 

ENERGY/ MINERALS AND NATURAL'-RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER' OF' THE APPLICATION OF 
OGS OPERATING COMPANY, INC. 
FOR- COMPULSORY POOLING AND 
UNORTHODOX LOCATION, .• • ._ . . 
•ROOSEVELT COUNTY, NEW MEXICO • ' _ ' CASE NO. 

• ,:- J :• ' --T A P P L I C A T I O N 

. •- COMES NOW, OGS OPERATING COMPANY, INC., by -and through 

it s ' attorneys", Kellahin, Kellahin'& Aubrey and i n accordance 

with Section 7 0 - 2 -17 (c) •NMSA • (1978) applies to the New' 

Mexico -Oil .Conservation; Division f o r an unorthodox location 

and f o r an order pooling a l l mineral i n t e r e s t underlying the 

"following described acreage ih~Section 15, T8S, R37E, 

Roosevelt County, New Mexico, i n the following described 

manner: 

: N/2 of said section to form a standard 320-acre spacing 
and proration u n i t f o r any gas production from the 

• Bluitt-San Andres Associated Pool r and E/2NE/4 of said 
: section to form a standard 80-acre spacing and prora

t i o n u n i t for any o i l production from the Bluitt-San 
Andres Associated Pool. 

The above described unit i s to be dedicated to a well 

to be d r i l l e d to base of the Bluitt-San Andres Associated 

gas pool at a standard gas well location 990 feet from the 

North l i n e and 990 feet form the East l i n e of said Section 

15. However, t h i s location w i l l be an unorthodox o i l well 

location f o r " s a i d pool. 



- : : 1. Applicant, OGS Operating Company, Inc. i s a work-

•ing-interest owner i n the N/2 of said Section 15. 

2. Applicant has sought a voluntary agreement for the 

formation of a N/2 spacing u n i t for gas and a E/2NE/4 spac

ing u n i t for o i l f o r the d r i l l i n g , -completing and production 

of the subject well but has been unable to obtain a volun

ta r y "agreement- from the following parties: 

" " a) A. J. Hammer Estates 0.15625% 
Mary Hammer 

';" "* Deanna Christensen • 
David M. Hammer' 

: Robert J. Hammer 
Mary K. Hammer • . 

454 South Main Street 
"-Springfield, MO 65806 

106 East V i r g i n i a 
~~ -Effingham, ILL 6240 1 

Box 482 
- • • • - Effingham, 111 62401 . 

b) Tom L. Ingram: - 13.5% 
Box 1757 

—--" - : Roswell, New Mexico 88202 

--- ---3 . " Pursuant--to the Division notice requirements, Ap

pl i c a n t has n o t i f i e d a l l parties to be pooled of t h i s ap

p l i c a t i o n -for compulsory pooling and the Applicant's request 

for a hearing before the Division to be set on September 6, 

1989. 

4. In order to obtain i t s j u s t and equitable share of 

the p o t e n t i a l production underlying the above t r a c t , Ap

pl i c a n t needs an order pooling the mineral i n t e r e s t involved 

i n order to protect Applicant's c o r r e l a t i v e r i g h t s and 

prevent'waste. 



WHEREFORE, Applicant prays that t h i s application be se 

for hearing before the Division's duly appointed examiner, 

and that a f t e r "notice and hearing as required by law, the 

Division enter i t s order approving the unorthodox location 

and pooling the mineral i n t e r e s t described herein. Ap

p l i c a n t f u r t h e r prays that i t be named operator of the well 

and t h a t the order make -pfdvisiohs'fof-Applicant to recover 
> -

out of production i t s costs'of " d r i l l i n g , completing and 

equipping the subject w e l l , costs - of -operation, including 

costs of supervision, and a r i s k factor i n the amount of 

-200% 'for' the d r i l l i n g -and" completing of the well, f o r such 

other--and-Tuff h e r - r e l i e f as may be proper. 

- ' '- Respectful l y submitted, 

_ ; r O r i g i n a l signed by 
' W. THOMAS KSLLAHW; 

By : 
----- - r- W. Thomas Kellahin 

* Kellahin, Kellahin & Aubrey 
- Post Office Box 2265 

Santa Fe, New Mexico 87504 

- (505) 982-4285 



• • • - • KELLAHIN, KELLAHIN and AUBREY 
- • - - Attorneys at Law 

W . Thorn. . Ke l l .h ia ^ EI P.rio -117 North Guadalupe - " Telephone 9S2-42S5 

Karen Aubrey ^ _ - Port Office Box 22S5 ' ' A r " C ° d e 5 0 5 

Ja.on KelUhin " ' V : - ' . ~=JL :r Santa. Fe, New Mexico .87504-2265 Fax : 505/982-2047 
Of Counsel 

. . V ; . A u g u s t 31, 1989 

Mr. William J. LeMay 
Oil Conservation Division 

•Post Office Box 2088 
• Santa Fe, New Mexico 87501 ' 

. Re: ; Application of. OGS Operating Company Inc. 
• ' "for-Compulsory Pooling N/2 Section 15, 

Township 8 South, Range 37 East, 
r -Roosevelt County, Nev; Mexico - -

NMOCD Case No. 9749 -

Dear Mr. LeMay: 

.On: behalf of the Applicant,:. OGS Operating Company Inc., 
••. . - I hereby request that the referenced application .now 

' docketed for the Examiner's hearing on -September 6, 1989 be 
* . . continued and placed on the Examiner's' docket now scheduled 
'. ' f o r October 4,1989. 

.-. : ..r: - -This should give a l l parties to be pooled s u f f i c i e n t 
:---- • additional time i n which to exhaust a l l p o s s i b i l i t i e s of 

. voluntary p a r t i c i p a t i o n i n the w e l l . 

Very t r u l y yours, 

WTK/rs 
Encl. 

cc: Thorn O'Brien - OGS Operating Company Inc. 
C e r t i f i e d mail, return-receipt requested to a l l parties 

l i s t e d on attached Exhibit "A". 



E x h i b i t "A" 

Great Western D r i l l i n g Company 
50 9 N. Loraine 
P.O. Box 1659 
Midland, TX 79701 

Hugh A. Moore 
P.O. Box.51453 
Xafayette,- LA 70 50 5 

> > 
George R. and B e t t i j o H. White 
P.O. Box 52346 
\Lafayette, LA 70505 ••-

A..B. and Janet D. Sam -,. 
P.O.' Box 1736 : 
Midland', TX 79702 • 

-Monris^ Mizel 1986 Partners . 
• 6560 East 41st St r e e t 
"Tulsa, OK 74145 

The Wiser O i l Company 
Box 192-
S i s t e r v i l l e , W.' VA 26175 -

Ear l A. • Latimer " • 
;1802 West 4th Stre e t 
Roswell, NM 88202 

~Murphy--Operating Corporation 
United Bank Plaza 
Suite 300 
400. N. Pennsylvania Ave. 
Box 2164 
Roswell, NM 88201 

Tom L. and Joan L. Ingram 
Box 1757 
Roswell, NM 88202 

J.E. and D r u s i l l a C. C i e s z i n s k i 
Box 3047 
Roswell, NM 88201 



.••Walter Duncan, Inc. 
" 10 0 Park Avenue Bldg. 

Suite 1200 -. 
OX Oklahoma City, OK 73102 

A.J. Hammer Estate: 
- - - Mary Hammer 

— D e a n n a Christensen 
David M. Hammer 

.-. Robert J. Hammer 
.^jnr ̂ r Mary K. Hammer 

: : ' . 454 South Main Street 
, .r- -.Springfield, MO 65806 

" i n i 1 0 6 East V i r g i n i a 
• 11 ^Effingham, IL 62401. 

Box 482 
-. ' "Effingham, IL 62401 



CGE DRILLING, \m. 
DRILLING OR WORKOVER AFE 

Q WILDCAT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• DEVELOPMENT 

• DRILLING 

• COMPLETION 

• RE-ENTRY 

• WORKOVER 

• SAME ZONE 

• NEW ZONE 

• PS A 

AFE NO. 

LSE. NO. 

W.I 

EST. NET COST 

AFE DATE 5 - 1 - 8 9 

LEASE a 

WELL NO. BILBERRY #2 

DEPTH 

a FORM 4 , 6 5 0 ' San A n d r e s 

LOCATION E / 2 N E / 4 , S e c t i o n 1 5 , T - 8 - S , R - 3 7 - E 

COUNTY 
a STATE R o o s e v e l t C o u n t y , New M e x i c o FIELD 

OPERATOR OGS O p e r a t i n g Company , I n c . 
SPUD 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION DRILLING COMPLETION TOTAL 

1 Access, Location 8 Roads 5 , 0 0 0 2 , 0 0 0 
2 Rig Move 

3 Footage Cost 4 1 , 9 0 0 
4 Day Work Cost clays at 7 , 2 0 0 
5 Bits a Reomers — 

6 Fuel — 

7 Water 4 , 000 1 , 500 
8 Mud 8 Chemicals 2 , 000 — 

9 Cementing 8 Serv ice 2 , 500 6 , 0 0 0 
10 Coring — 

1 1 Surveying 8 Testing 1 3 , 5 0 0 1 , 5 0 0 
12 Mud Logging 1 , 6 0 0 — 

13 Perforat ing — 1 , 5 0 0 
14 St imulat ion — 4 , 0 0 0 

15 Transportat ion — — 

16 Dri l l ing Overhead 8 Supervision 4 , 0 0 0 4 , 0 0 0 

17 Equipment Rental — 2 , 0 0 0 
18 Completion Rig 6 days at 1 0 0 0 6 , 0 0 0 
19 Other Dri l l ing Expense 2 , 5 0 0 3 , 0 0 0 
2 0 Contingencies ( 1 0 % . o f Intangibles) 8 , 9 0 0 3 , 2 0 0 
21 I n s u r a n c e 4 , 7 0 0 . ... . . _ . 

2 2 

23 T O T A L INTANGIBLES 9 7 , 8 0 0 3 4 , 7 0 0 1 3 2 , 5 0 0 

T A N G I B L E WELL COST 

2 4 Of " Conductor Casing 

25 3 5 0 ' Of 8 - 5 / 8 " Surface Casing 3 . 5 0 0 
2 6 ' Of " Intermediate Casing 

2 7 Of " Intermediate Casing 

2 8 ' Of " In termediate Casing 

29 4 6 5 0 ' Of 5 - 1 / 2 " Production Casing 3 1 , 8 0 0 
30 ' O f . " Tie-Back Casing 

31 4650 ' Of 2 - 3 / 8 " Tubing 9 , 800 
3 2 ' Of " Tubing 

3 3 Of " Tubing 

3 4 Liner Equipment 

35 Wellhead Equipment 600 800 
36 Producing Faci l i t ies,Tank Bat tery, Flowline 4 5 , 0 0 0 

37 Packers a Other Subsurface Tool i 

36 Contingencies ( I O • / • of Tangibles) 
39 

H 4 0 

41 TOTAL TANGIBLES 4 , 100 8 7 , 4 0 0 9 1 , 5 0 0 
4 2 TOTAL WELL COST 1 0 1 , 9 0 0 1 2 2 , 1 0 0 224_ t_000 

COMPANY APPROVAL 

By Date. By Date By Date By Date By Date 

rirrn By 

JOINT OPERATOR APPROVAL 

Title Date 

AFE No 



^ J ^ r a t i n 3 Ccmapny 
BiJJberry #1 47™ > c « 

W/2, Section 14, V « *£^% 3-27-89 
^ v e l t Count;, ^ i ^ * ' * 

Actual D r i l l i n g Cost 

Act-iwl n $ 97,277.00 
ac tual Completion Cost 

Actual T 99,806.00 ^ t u a l Lease & 

2 ^ 0 7 7 ^ 

$204,160.00 

NM015 CP 
NM02 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

l OPERATING AGREEMENT 

3 THIS AGREEMENT, entered into by and hemwn OGS O P E R A T I N G COMPANY , I N C . 
4 550 W. Texas , S u i t e 1140, M i d l a n d , Texas 79701 h e r e i n a f t e r d e s i g n a t e d ^ 
5 referred to as "Operator", and the signatory party 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 identified in 
11 Exhibit " A " , and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for 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 DEFINITIONS 
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 stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 
23 lying within the Contract 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 D. The term "Contract Area" shall mean all 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 ruie 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 G. The terms "Drilling Party" and "Consenting Pany" shall mean a party who agrees to join in and pay its share ol the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-DrilLng Pany" and "Non-Consenting Party" shall mean a party 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 I I . 

42 EXHIBITS 

44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 
45 H 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 parties to this agreement, 
49 (4) Oil and gas leases and/or oil and gas interests subject to this agreement, 
50 (5) Addresses of parties for notice purposes. 
51 K3 B. Exhibit " B " , Form of Lease. 
52 K) C. Exhibit "C" , Accounting Procedure. 
53 H D. Exhibit " D " , Insurance. 
54 K3 E. Exhibit "E" , Gas Balancing Agreement. 
55 83 F. Exhibit "F" , Non-Discrimination and Certification of Non-Segregated Facilities. 
56 KKxxxs^xisxxmj^iXeX^x 
57 If any provision of any exhibit, except Exhibits "E" S6JtX'J5X\l is inconsistent with any provision contained inutile body 
58 of this agreement, the provisions in the body of this agreement shall prevail. 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 

69 y, 
70 

NM015 B l u i t t Sec. 15 : N/2 -1 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

1 ARTICLE I I I . 
2 INTERESTS OF PARTIES 

3 
A A. Oil and Gas Interests: 
5 
6 II any pany owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement 
7 and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit " B " , and the owner thereof 
8 shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder. 
9 

10 B. interests of Parties in Costs and Production: 

11 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and 
13 paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set 
14 forth in Exhibit " A " . In the same manner, the panies shall also own all production of oil and gas from the Contract Area subject to the 

15 payment of royalties «wM«aa»M^^Mjl f lBHESBS3S8SSf lSRiBM^BnsHMrrr" 'h ich shall be borne as hereinafter set forth. 

16 
17 Regardless of which parry has contributed the lease(s) and/or oil and gas interests) hereto on which royalty is due and 
18 payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest in such production, die royalty amount stipulated hereinabove and shall hold the 
20 other parties free from any liability therefor. No pany shall ever be responsible, however, on a price basis higher than the price received 
21 by such party, to any other pany's lessor or royalty owner, and if any such other pany's lessor or royalty owner should demand and 
22 receive settlement on a higher price basis, the pany contributing the affected lease shall bear the additional royalty burden attributable to 
23 such higher price. 
24 

25 Nothing contained in this Article III.B. shall be deemed an assignment or cross-2ssignment of interests covered hereby. 

26 
27 C. Excess Royalties, Overriding Royalties and Other Payment:s:_ 
23 Each of the parties hereto shall pay or deliver cr cause to be paid or delivered i t s 
„ proportionate part of the royalties and overriding royalties and other leasehold burdens 
^ as described i n the attached E>±dJbit "A" and shall hold the other parties free frem any 
30 l i a b i l i t y therefor. I f ths interest of any party i n any o i l and gas lease covered by 

th i s agreement i s subject to any additional royalty, overriding royalty, producticn 
payment or other charge over and above those shown i n Sd i ib i t "A" such party shall assure 

* and alone bear ?11 such obligations and they shell account for or cause to be accounted 
33 _ fo r such interests to the owners thereof. -• 
34 D/ Subsequently Created Interests:SEE ARTICLE XV. N . FOR ADDITIONAL" PROVISIONS . 
35 
36 If any party should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit " A " , or 
38 was not disclosed in writing to all other parties prior to the execution of this agreement by ail panies, or is not a jointly acknowledged and 
39 accepted obligation of all parties (any such interest being hereinafter referred to as "subsequently created interest" irrespective of the 
40 timing of its creation and the parry out of whose working interest the subsequently created interest is derived being hereinafter referred 

41 to as "burdened pany"), and: 

42 
43 1. If the burdened part)' is required under this agreement to assign or relinquish to any other pany, or parties, all or a portion 
44 of its working interest and/or the production attributable thereto, said other party, or panies, shall receive said assignment and/or 
45 production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party, 
46 or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest; 
47 and, 
48 -
49 2. If the burdened pany fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be 
50 enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of 

51 the burdened parry. 

52 
53 ARTICLE IV. 
54 TITLES 
55 
56 A. Title Examination: 
57 & 
58 Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or, if 
59 the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned tol?e includ-
60 ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding 
61 royally and production payments under the applicable leases. At the time a well is proposed, each parry contributing leases and/orTjil and 
62 gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status 
63 reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the possession of or 
64 made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator^Operator shall 
65 cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furoished'to -each party 
66 hereto. The cost incurred by Operator in this title program shall be borne as follows: , 7; ' ; ~ \"\ •. 
67 ' X; 

69 shut-in^gawoya|t)- opinions and division ° r ^ e r t i r l ° " " j " ' " ^ ' ' "'""'^'''^"^"^ ^ ^ pronded'fe^?JTifar^C-^r-
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ARTICLE IV 
continued 

1 S Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination 
2 (including preliminary, supplemental, shut in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties 
3 in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
4 hibit " A " . Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 
5 functions. 
6 
7 Each party shall be responsible for securing curative matter and pooling amendments or agreements required in connection 
8 with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling 
9 designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders. 

10 This shall not prevent any party from appearing on its own behalf at any such hearing. 
11 
12 No well shall be drilled on the Contraa Area until after (1) the title to the drillsite or drilling unit has been examined as above 
13 provided, and (2) the tide has been approved by the examining attorney or tide has been accepted by all of the parties who are to par-
14 ticipate in the drilling of the well. 
15 
16 B. Loss of 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 results in a 
19 reduction of interest from that shown on Exhibit " A " , the party contributing the affected lease or interest shall have ninety (90) days 
20 from final determination of tide failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
21 tion will not be subject to Article VIII.B., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil 
22 and gas leases and interests: and, 
23 (a) The party whose oil and gas lease or interest is affeaed by the title failure shall bear alone the entire loss and it shall not be 
24 entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred, 
25 but there shall be no additional liability on its part to the other parties hereto by reason of such title failure; 
26 - (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has 
27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-
28 curred, so that the interest of the party whose lease or interest is affected by the tide failure will thereafter be reduced in the Contraa 
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 Contraa Area is 
31 increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase in such in-
32 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in conneaion with such 
33 well; .. . .. .'_ . . . . . . . ._ , 
34 (d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the tide which has 
35 failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the party or parties 
36 who bore the costs which are so refunded; 

37 (e) Any liability to account to a third party for prior produaion of oil and gas which arises by reason of title failure shall be 
38 borne by the party or parties whose tide failed in the same proportions in which they shared in such prior produaion; and, 
39 (0 N° charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest 
40 claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in 
41 connection therewith. 
42 
43 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well 
44 payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates, 
45 there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required 
46 payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment, 
47 which acquisition will not be subject to Article VIII.B., the interests of the parties shall be revised on an acreage basis, effective as of the 
48 date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in 
49 the Contraa Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the 
50 required payment shall not bave been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to 
51 the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled 
53 or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 
54 (a) Proceeds of oil and gas, less operating expenses, theretofore acaued to the credit of the lost interest, on an acreage basis, 
55 up to the amount of unrecovered costs; • 
56 (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 
57 oil and gas thereafter produced and marketed (excluding produaion from any wells thereafter drilled) which, in the absence of such lease 
58 termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
59 portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, ^ 
60 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of theinterest 
61 lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. ^ 

62 r<: 

63 3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.l. and IV.B.2. above, shall be jofnt'losses 
64 and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of 
65 the Contraa Area. 
66 „ — 

68 • > -.! V. ; 
69 ;r 
70 V - ' " " V ^ 
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1 ARTICLE V. 

2 OPERATOR 

3 

4 A. Designation and Responsibilities of Operator: 

5 

6 OGS OPERATING COMPANY, INC. shall be the 
7 Operator of the Contraa Area, and shall conduct and direa and have full control of all operations on the Contraa Area as permitted and 
8 required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shall 
9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross 

10 negligence or willful miscondua. 
11 
12 B. Resignation or Removal of Operator and Selection of Successor: 
13 
14 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contraa Area, or is no longer capable of serving as 
16 Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the seleaion of a successor. Operator 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 
18 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been seleaed and assumes the duties of Operator at an earlier 
22 date. Operator, after effeoive date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or struaure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall not 
24 be the basis for removal of Operator. O p e r a t o r s h a l l n o t be removed u n t i l a l l d e b t s 
25 owed t o i s by N o n - O p e r a t o r ( s ) have been p a i d i n f u l l . 
26 "' 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
27 die parties. 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 selected by the affirmative vote of two (2) or more parties owning a majority interest 
29 based on ownership as shown on Exhibit " A " ; provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, the successor Operator shall be seleaed by the affirmative vote of two (2) or more parties owning a majority interest based 

31 on ownership as shown on Exhibit " A " remaining after excluding the voting interest of the Operator that was removed. 

32 
33 C. Employees: 
34 
35 Tlie number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 
36 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contraas: 
39 * 
40 All wells drilled on the Contraa Area shall be drilled on a competitive contraa basis at the usual rates prevailing in the area/if it so 
41 desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
44 dependent contraaors who are doing work of a similar nature. 

45 * at the time the AFE f o r such op e r a t i o n i s submitted. 
46 
47 
48 
49 ARTICLE V I . 

50 DRILLING AND DEVELOPMENT 

51 

52 A. Initial Well: 

53 
54 On or before the 3 1 s t Hay of_ 

D e c e m b e r 19_89 , Operator shall commence the drilling of a well for 
55 oil and gas ?t the following location: 
56 T o w n s h i p - 8 - S o u t h , Range-37-Eas t 
57 S e c t i o n 15: N o r t h H a l f (N/2) 
58 
59 ar 
60 and shall thereafter continue the drilling of the well with due diligence to a d e p t h a d e q u a t e t o t e s t ^ - t h e 
61 San Andres Formation or t o a depth of 4,6 50 f e e t , whichever i & >the 
62 s h a 11 o we r. f.t^ 

64 -jrf 
65 unless granite or other praaically impenetrable substance or condition in the hole, which renders further drilling impraaical, is en-
66 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. 0 p e r 3 t p r . , : . S O n l y 
n liability for failure to commence said test shall be the /-ipso- 'jf acto 

termination of this agreement. •' •? ) - = -v \ 
68 Operator shall make reasonable tests of all formations encountered during drilling which give indication of containing oil and 
69 gas in quantities sufficient to test, unless this agreement shall be limited in its application to a spea'fic formation or formations, in which 

•, —-~ • -• . 
70 event Operator shall be required to test only the formation or formations to which this agreement may apply. 
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ARTICLE VI 
continued 

1 II, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the 

2 well as a dry hole, the provisions of Article Vl.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 weli on the Contract Area other than the well provided 
9 for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well joindy owned by all 

10 the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the 
11 other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
12 tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice 
13 within which to notify the party wishing to do the work whether they e ta to participate in the cost of the proposed operation. If a drill-
14 ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be 
15 limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a pany receiving such notice to reply within 
16 the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or 
17 response: given by telephone shall be promptly confirmed in writing. 
18 
19 
20 

21 If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice 
22 period of thirty (30) days (or as promptly as possible after the expiration of the fony-eight (48) hour period when a drilling rig is on loca-
23 tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
24 ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties, 
25 for a period of up to thiny (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain 
26 permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
27 amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI , if the 
28 actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and 
29 if any pany hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other panies in accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 • 
32 
3 3 

34 2. Operations by Less than AU Parties: If any party receiving such notice as provided in Article Vl.B.l. or VU.D.l. (Option 
35 No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties 
36 giving the notice and such other parties as shall elect to panicipate in the operation shall, within ninety (90) days after the expiration of 
37 the notice period of thirty (30) days (or as promptly as possible after the expiration of the fony-eight (48) hour period when a drilling rig is 
38 on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all 
39 work for the account of the Consenting Parties; provided, however, i l no drilling rig or other equipment is on location, and if Operator is 
40 a Non-Consenting Pany, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
41 tion for the account of the Consenting Parties, or (b) designate one (1) of tlie Consenting Parties as Operator to perform such work. Con-
42 senting Parties, when conducting 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 If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable 
48 notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as 
49 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours 
50 (exclusive of Saturday, Sunday and legal hob'days) after receipt of such notice, shall advise the proposing pany of its desire to (a) limit par-
51 ticipation to such parry's interest as shown on Exhibit " A " or (b) carry its proportionate pan of Non-Consenting Parties' interests, and 
52 failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for 
53 such a response shall not exceed a total of forty-eight (48) hours (inelusive of Saturday, Sunday and legal holidays). The proposing parry, 
54 at its eleaion, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision. 
55 
56 
57 
58 The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involvedJn such 
60 operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parries. 
61 If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their 
62 sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article results in a pro-
63 ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost-and risk, 
64 

65 10 
66 
6 7 .<4< >̂ :-\ 
63 /ff-| - | ^ 
7 0 
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A R T I C L E V I 

continued 

1 and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-

2 lies. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties 

3 in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Panics, 

4 and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting 

5 Partv's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or 
,' , , , ., , , , , . , . . , . v i n d f a l l p r o f i t s tax, 

(i market value thereol il Such share is not sold, (alter deducting production taxes, excise taxes,/royalty, overriding royalty and other m-

7 tercsis 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) lOO'/o of each such Non-Consenting Pany's share of the cost of any newly acquired surface equipment beyond the wellhead 

13 connections (including, but not limited to, stock tanks, separators, trcaters, pumping equipment and piping), plus 1007» of each such 

>\ \ Non Consenting Pany's share of the cost of operation of the well commencing with first production and continuing until each such Non-

15 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-

lf> Consenting Pany's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting 

17 Party had it participated in the well from the beginning of the operations; and 

IS 

19 

20 

21 (b) 3 0 0 <?„ 0 f ( r l J t portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing, 

22 after deducting any cash contributions received under Article V1II.C, and 3 0 0 % of that portion of the cost of newly acquired cquip-

23 ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had 

2-1 participated therein. 

25 
26 
27 
28 An election not io participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-

29 working or plugging back operation proposed in such a well, or portion thereof, to which the initial Non-Consent election applied that is 

30 conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment account. Any such 

31 reworking or plugging back operation conducted during the recoupment period shall be dccmcd.pari of the cost of operation of said well 

32 and there shall l>e added lo the sums to be recouped by the Consenting Parties one hundred percent (1007o)of that portion of the costs of 

33 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Pany had it participated therein. If 

34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. shall be ap-

35 piicablc as between said Consenting Parties in said well. 
36 

37 

38 

39 During the period of time Consenting Parties arc entitled to receive Non-Consenting Party's share of production, or the 

40 proceeds therefrom. Consenting Parties shall be responsible for the payment of all production, severance, excise, gathcring'antl otner 

•11 taxes, and nil royalty, overriding royalty and other burdens applicable to Non-Consenting Pany's share of production not excepted by 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 use. free 

47 of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon 

48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-

-19 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 conducting the operations for the 

5- 1 Consenting Parties shal] furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an 

55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its 

56 option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-

57 ings. Each month thereafter, during the time the Consenting Parties arc being reimbursed as provided above, the party conducting the 

58 operations for the Consenting Parties shall furnish the Non-Consenting Panics with an itemized statement of all costs and liabilities in-

59 curred in the operation of the well, together with a statement of the quantity of oi! and gas produced from it and the amount of proceeds 

60 realized from the sale of the well's working interest production during the preceding month. In determining the quantity of oil and gas 

61 produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering or periodic 

62 well tcsis. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation 

63 which would have been owned by a Non-Consenting Party had it participated therein shal] be credited against the total unreturned costs 

6-1 of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revert'to it as 

65 above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party. 

66 

67 

6S 

69 

70 
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ARTICLE V I 
continued 

1 If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided for above, 
2 the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
3 Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production 
4 therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging 
5 back of said well. Thereafter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of 
6 the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 
7 
8 
9 

10 Notwithstanding the provisions of this Article VLB.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, unless such 
12 well conforms to the then-existing well spacing pattern for such source of supply. 
13 
14 
15 
16 Tlie provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VI.A. 
17 except (a) as to Article VI1.D.1. (Option No. 2), if seleaed, or (b) as to die 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 
22 
23 3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been 
24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing a 
25 reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen- . 
26 ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever 
27 first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
28 matical paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently 
29 withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion 
30 each Consenting Party's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all Consenting Par-
31 ties. 
32 

33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operation shall 
36 also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole 
37 location (herein called "sidetracking"), unless done to straighten the hole or to drill around junk in the hole or because of other 
38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the 
39 affected well bore at the time of the notice shall, upon eleaing to participate, tender to the well bore owners its proportionate share (equal 
40 to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows: 
41 

42 
43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in 
45 the initial drilling of the well down to the depth at which the sidetracking operation is initiated. 
46 
47 
48 
49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well's 
50 salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the 
51 provisions of Exhibit "C" , less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 
52 
53 
54 
55 In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and 
57 receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time 
58 incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
59 by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each ejecting par-
60 ty's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all the electing parties. In all other in-
61 stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. ^ 

63 ~ -
64 *r-i 
65 C. TAKING PRODUCTION IN KIND: T • 
66 T | 
67 Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced from the Contraa Area, 
68 exclusive of production which may be used in development and producing operations and in preparing and treating oil and gas for 
69 marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate disposition by any 
70 party of its proportionate share of the production shall be borne by such party. Any party taking its share of production in^kind shall be 
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ARTICLE VI 
continued 

1 required to pay for oniy its proportionate share of such part of Operator's surface facilities which it uses. 

2 * S E E L I N E 5 7 B E L O W . 

3 Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production (rom 

4 the Contract Area, and, except as provided in Article VII.B., shall be entitled to receive payment directly from the purchaser thereof for 

5 its share of all production. 

6 

7 In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 

8 the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not 

9 the obligation, to purchase such oil or sell it to others at any time and from time lo time, for the account of the non-taking party at the 

10 best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always lo the right of the 

11 owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oi! not previously 

12 delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil shall be only for such reasonable periods of 

13 time M are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess 

, 14 of one (1) year. 

15 

16 In the event one or more parties' separate disposition of its share ol the gas causes split stream deliveries to separate pipelines and/or 

17 deliveries which on a day-to-day basis for any reason arc not exactly equal to a party's respective proportionate share of total gas sales to 

IS be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas .balancing 

19 agreement between the parties hereto, whether such an agreement is attached as Exhibit " E " , or is a separate agreement. 

20 

21 D . Access to Contraa Area and Information: S E E A R T I C L E X V . F . F O R A D D I T I O N A L P R O V I S I O N S , 

22 

23 Each party shall have access to the Contraa Area at all reasonable times, at its sole cost and risk to inspca or observe operations, 

24 and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator's books 

25 and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with 

26 governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of 

27 each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contraa Area. The cost of 

28 gathering and furnishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-

29 quests the information. 

30 

31 E. Abandonment of Wells: 

32 

33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2., any well which has been 

34 drilled or deepened under the terms of this acreemcnt and is DroDoscd to be completed as a dry hole shall not be plugged and abandoned 
,.. . , , , „ w n o p a r t i c i D a t e d i n the d r i l l i n c t h e r e o f , . , , , ., 
35 without the consent of all parties, bhoulo Operator, alter diligent etiort, De unaole to contact any party, or should any party [ail to reply 

36 within forty-eight (48) hours (I..IL1.—IH. cf Satird-iy, Sunday and lego! holiday,) after receipt of notice of the proposal to plug and abandon 

37 such well, such party shall be deemed to have consented to the proposed abandonment. AH such wells shall be plugged and abandoned in 

3S accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening 

39 such well. Any party who objects to plugging and abandoning such well shall have the right to take over the well and condua further 

40 operations in search of oil and/or gas subject to the provisions of Article VLB. 

41 

42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conduaed 

43 hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a 

44 producer shall not be plugged and abandoned without the consent of all parties. Jf all parties consent to such abandonment, the well shall 

45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all lhe parties hereto, lf, within 

46 thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well. 

4 ' those wishing to continue its operation from the interval(s) of the formaiion(s) then open to production shall tender to each of the other 

48 parties its proportionate share of the value of the well's salvablc material and equipment, determined in accordance with the provisions of 

49 Exhibit " C " , less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 

5" the non-abandoning parties, without warranty, express or Implied, as to title or as to quantity, or fitness for use of the equipment and 

51 material, all of its interest in the well and rciatcd equipment, together with its interest in the leasehold estate as to. but only as to. the in-

52 terval or intervals of the formation or formations then open to produaion. If the interest of the abandoning party is or includes an oil and 

53 gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease. limited to the interval or in-

54 tcrvals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil and/or gas is pro-

55 duced Irom the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit 
56 

57 * I n the event of a t r a n s f e r , sale, encumbrance, or other d i s p o s i t i o n 
58 of i n t e r e s t w i t h i n the c o n t r a c t area which necessitates separate 
59 measurement f a c i l i t i e s , the p a r t y c r e a t i n g the necessity f o r such 
60 measurement f a c i l i t i e s s h a l l alone bear the cost of purchase, 
61 i n s t a l l a t i o n and operation of such f a c i l i t y . 
62 
63 
64 • 
65 
66 
67 
68 
69 . - V;:* . 
70 ,. y5<-„ 
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1 " B " . The assignments or leases so limited shall encompass the "drilling unit" upon which the well is located. The payments by, and the 
2 assignments or leases to, the assignees shall be in a ratio based upon the relau'onship of their respective percentage of participation in the 
^ Contraa Area to the aggregate of the percentages of participation in the Contraa Area of all assignees. There shall be no readjustment of 
4 interests in the remaining portion of the Contraa Area. 

5 
6 Thereafter, abandoning panies shall have no further responsibility, liability, or interest in the operation of or production from 
7 the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon rc-
8 quest, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
9 templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned 

10 well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to 
11 repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-
12 visions hereof. 
13 
14 3- Abandonment of Non-Consent Operations: The provisions of Article VI.E.l. or VI.E.2. above shall be applicable as between 
15 Consenting Panies in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be 
16 permanently plugged and abandoned unless and until all parties having the right to condua further operations therein have been notified 
17 of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article 
18 VI.E. 
19 
20 ARTICLE V I I . 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 
23 A. Liability of Parties: 
24 
2 ^ ' The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and 
26 shall be liable only for its proportionate share of the costs of developing and operating the Contraa Area. Accordingly, the liens granted 
27 among the parties in Article VII.B. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor 
28 shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners. 
29 
30 B. Liens and Payment Defaults: 
31 SEE ARTICLES XV. D. AND ARTICLE XV. F. FOR ADDITIONAL PROVISIONS. 
32 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contraa Area, and a security interest in its share 
53 of oil and/or gas when extraaed and its interest in ail equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided in Exhibit "C" . To the extent that Operator has a security interest under the Uniform Commercial Code of the 
35 state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affea the lien 
37 rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share 
38 of expense. Operator shall have the right, without prejudice to other rights or remedies, to collea from the purchaser the proceeds from 
39 the sale of such Non-Operator's share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each 
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien 
41 and security interest to the Non-Operators to secure payment of Operator's proportionate share of expense. 
42 
43 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of n statement therefor by 
44 Operator, the non defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proponion that 
45 the interest of each such pany bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain 
46 «amburtement thereof, be subrogated to the security rights doccribed in the foregoing paragraph, 
47 
48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incurred in the development 
51 and operation of the Contraa Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
52 tionate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder, 
53 showing expenses incurred and charges and aedits made and received. 
54 
55 Operator, at its election, shall have the right from time to time to demand and receive from the other panies payment in advance 
56 of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding 
57 month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 
58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimate within 
60 fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, theamount 
61 due shall bear interest as provided in Exhibit " C " until paid. Proper adjustment shall be made monthly between advances and^aaual ex-
62 pense to the end that each pany shall bear and pay its proportionate share of aaual expenses incurred, and no more. f^T-, 

64 D. Limitation of Expenditures: ' ? 
65 35 
66 1. Drill or Deepen: Without the consent of all panies, no well shall be drilled or deepened, except any well drilled "cir'deepened 
67 pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall include: ' ; jN'̂ N 
68 * i n c l u d i n g i n t e r e s t on the d e f i c i e n c y and, i f s u i t i s brought" :to 
69 c o l l e c t any d e f i c i e n c y , reasonable attorney's fees, l%^><^-
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2 i v n r n r r tnnlrngn nn I'nr r n r f i n fnril i i inr 

3 
4 L? Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its 
5 authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice 
6 to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight 
7 (48) hours (uiuiii'ji'u t( Snmnlnyi i'iiwi»»»̂ »»w44ww»i4»»wwwp»w»in which to elect to participate in the setting of casing and the completion at-
8 tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
9 eluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall 

10 constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties, 
11 elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase "reworking, deepening or plugging 
12 back" as contained in Article VI.B.2. shall be deemed to include "completing") shall apply to the operations thereafter conducted by less 

13 than all parties. 

14 
15 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or 
16 plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall 
17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage 

18 and/or surface facilities. 

19 
20 3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated 
21 to require an expenditure in excess nf F i f t e e n T h o u s a n d '•- Dollars (S 1 5 , 0 0 0 . 0 0 ) 
22 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been 
23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 
24 emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parties. If Operator prepares an authority for expenditure (AFE) for its own use. Operator shall furnish any Non-Operator so requesting 
27 an information copy thereof for any single project costing in excess o f T e n T h o u s a n d 

28 Dollars (S 1 0 r Q 0 0 . 0 0 ) but less than the amount first set forth above in this paragraph. 

29 
30 E. Rentals, Shut-in Well Payments and Minimum Royalties: 
31 ' -
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the 
33 party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
34 tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and on 
35 beha!/ of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of 
36 failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-

38 visions of Article IV.B.2. 

39 
40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production 
41 of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify 
43 Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment 

44 shall be borne jointly by the parties hereto under the provisions of Article IV.B.3. 

45 

46 F. Taxes: 
47 
48 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property 
49 subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 
50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not 
51 be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
52 Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or produaion payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or 
54 owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflea the benefit of such reduc-
55 tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding 
56 anything to tiie contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax 
57 value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in 
58 the manner provided in Exhibit "C". 
59 ^ 
60 I [ Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and .manner 
61 prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final deter-
62 mination. During the pendency of administrative or judicial proceedings, Operator may elea to pay, under protest, all such taxes and any 
63 interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for the. joint ac-
64 count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as 
65 provided in Exhibit "C". 
66 >S \ 
67 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or.with respect to 
68 the production or handling of such party's share of oil and/or gas produced under the terms of this agreement. " r - 1 r 

69 . ' r > -•; 
70 v x V v 
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J G. Insurance: 

2 
3 At all times while operations are conducted hereunder, Operator shall comply with the workmen's compensation law of 
4 the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com-
5 pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit "C". Operator shall 
6 also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit " D " , attached to and made a part 
7 hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensation 

8 law of the state where the operations are being conducted and to maintain such other insurance as Operator may require. 

9 
10 In the event automobile public liability insurance is specified in said Exhibit " D " , or subsequently receives the approval of the 

11 parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment. 

12 
13 ARTICLE VI I I . 
14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 
15 
16 A. Surrender of Leases: 
17 
18 The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole 

19 or in part unless all parties consent thereto. 

20 
21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in 
23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production 
24 thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
25 terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering 
26 such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such 
27 lease to be on the form attached hereto as Exhibit " B " . Upon such assignment or lease, the assigning party shall be relieved from all 
28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well 
29 attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
30 duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the 
31 party assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable to the assigned or leas-
32 ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit "C" , less the estimated cost of 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one pany, the interest 

34 shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties. 

35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering 
37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contraa Area; and the acreage 
38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subjea to the terms and provisions of this 
39 agreement. 
40 -

41 B. Renewal or Extension of Leases: ^ 

42 
43 If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified promptly, and 
44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elea to participate in the ownership of the 
45 renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several.proper pro-
46 portionate shares of the acquisition cost allocated to that part of such lease within the Contraa Area, which shall be in proportion to the 

47 interests held at that time by the parties in the Contraa Area. 

48 
49 lf some, but less than all, of the parties elea to participate in the purchase of a renewal lease, it shall be owned by the parties 
50 who elea to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contraa Area 
51 to the aggregate of the percentages of participation in the Contraa Area of all parties participating in the purchase of such renewal lease. 

52 Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement., * 

53 
54 Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 

55 by the acquiring party. 

56 
57 Tne provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease 
58 or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or 
59 contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease taken or con-
60 tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not besubjea to 

61 the provisions of this agreement. •;•> 

o2 '..-.^ 
63 The provisions in this Article shall also be applicable to extensions of oil and gas leases. 
64 ^7: 
65 C. Acreage or Cash Contributions: J.-\ 

66 or ob ta ins 
67 While this agreement is in force, if any party contracts for'a contribution of cash towards the drilling of a well or any other 
68 operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall be 
69 applied by it against the cost of such drilling or other operation, lf the contribution be in the form of acreage, the party to whom the con-
70 tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the proportions 

* but s h a l l be deemed to be subject t o an Operating Agreement'i'dehtical 
to t h i s Agreement, modified only to r e f l e c t the ownership of the 
a c q u i r i n g p a r t i e s and t h e i r r e spective percentage i n t e r e s t s . — -
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1 said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contraa Area and, to the extent possible, be 
2 governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contributions 
3 it may obtain in support of any well or any other operation on the Contraa Area. The above provisions shall also be applicable to op-
4 tional rights to earn aaeage outside the Contract Area which are in support of a well drilled inside the Contraa Area. 
5 
6 If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such 
7 consideration shall not be deemed a contribution as contemplated in this Article 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 agreement, no 
12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells, 
13 equipment and produaion unless such disposition covers either: 
14 
15 1. the entire interest of the party in all leases and equipment and production; or 
16 
17 2. an equal undivided interest in all leases and equipment and production in the Contraa Area. 
18 
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement 
20 and shall be made without prejudice to the right of the other parties. 
21 
22 If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its disaetion, may 
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for 
24 and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
25 party's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter 
26 into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contraa 
27 Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 
28 

29 E. Waiver of Rights to Partition: 

30 
31 If permitted by the laws of the state or states in which the property covered hereby is located., each party hereto owning an 
32 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. . . . 

34 
35 r n . . . f -.1 r , - ^ . ... n T. . 

36 
37 " ' - r" 11 '• '- • -" '' - -.1— •' -3- •-- - • -'-f ' : .^r^..... 
3S Area, it shall prompdy give written notice to the other parties, with full information concerning its proposed ~'nlr| , hiil^TTlTirirliirir the 
39 name and address of the prospective purchaser (who must be ready, willing and able to pnri-hn<p> tl i P" > p and all other terms 
40 of the offer. The other parties shall then have an optional prior right, for a rrri 'r ' if 11 I i i ih— after receipt of the notice, to purchase 
41 on the same terms and conditions the interest which the rrhrr p r , I "| to sell; and, if this optional right is exercised, the purchas-
42 ing parties shall share the purchased mii 11 I i 1 i , '' that the interest of each bears to the total interest of all purchasing par-
43 ties. However, there Ii ill I | i \ 11 fl 11 ini il right to purchase in those cases where any party wishes to mortgage its interests, or to 
44 dispose nf i r [firm I I rn r reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-
45 r r ^ * 7 ' • • • ' p - - j . - - . -• "r -; : " — p - y - .„ 

46 
47 ARTICLE IX. 

48 INTERNAL REVENUE CODE ELECTION 
49 

50 This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an associarjon 
51 for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax 
53 purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affeaed elects to be excluded 
54 from the application of all of the provisions of Subchapter " K " , Chapter 1, Subtitle " A " , of the Internal Revenue Code of 1954, as per-
55 mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and direaed to ex-
56 ecute on behalf of each party hereby affeaed such evidence of this election as may be required by the Secretary of the Treasury of the 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, 
58 and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further 
59 evidence of this election, each such party shall execute such documents and furnish such other evidence as may be required by the 
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other 
61 action inconsistent with the eleaion made hereby. If any present or future income tax laws of the state or states in which the-Contract 
62 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter " K " , Chapter 1, 
63 Subtitle " A " , of the Internal Revenue Code of 1954, under which an eleaion similar to that provided by Section 761 of the Code is per-
64 mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing elec-
65 tion, each such party states that the income derived by such party from operations hereunder can be adequately determined without the 
66 computation of partnership taxable income. . " " ' T ^ N I 

67 y'^l<li 
68 : ; - ' ' \ V-• 
69 
70 

NM015 B l u i t t Prospect -12-



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

1 ARTICLE X. 

2 CLAIMS AND LAWSUITS 

3 
4 Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure 
5 does not exceed F i v e T h o u s a n d Dollars 
6 (5 5 , 0 0 0 . 0 0 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
7 ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is 
8 delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
9 pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is 

10 sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given 
11 Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim 

12 or suit involving operations hereunder. 

13 
14 ARTICLE X I . 

15 FORCE MAJEURE 

17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than 
18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 
19 reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by-the force 
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable 

21 diligence to remove the force majeure situation as quickly as practicable. 

22 
23 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely 

25 within the discretion of the party concerned. 

26 
27 The term "force majeure", as here employed, shall mean an aa of God, strike, lockout, or other industrial disturbance, aa of 
28 the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental aaion, governmental delay, restraint 
29 or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is 

30 not reasonably within the control of the party claiming suspension. 

31 
32 ARTICLE X I I . 
33 - NOTICES 
34 SEE ARTICLE XV. M. FOR ADDITIONAL PROVISIONS. 
35 All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise 
36 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
37 the parties to whom the notice is given at the addresses listed on Exhibit " A " . The originating notice given under any provision hereof 
3S shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in 
39 response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given 
40 when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each pany 

41 shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties. 

42 

43 ARTICLE X I I I . 

44 TERM OF AGREEMENT 

45 
46 This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the 
47 period of time seleaed below;~provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any 

48 lease cr oil and gas interest contributed by any other parry beyond the term of this agreement. 

49 

5 0 ^ <-.,.•:••„ N-,. i . c i . - c „ r .:i ..... i , . . . , . , . . . I . : . . - ^ . „ :•• - . . , ^ , - 1 • , ,, 

51 ni i i . , €, W i i i l n i . . . Un [.ri.l.iminn, ,iiiii,<inian, n im.nl nr itrnrmire. 

52 

53 [2? Option No. 2: In the event the well described in Article VI.A., or any subsequent w'ell drilled under any provision of this 
54 agreement, results in produaion of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or 
55 wells produce, or are capable of production, and for an additional period of 1 8 0 Jays from cessation of all produaion; provided, 
56 however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
57 ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
58 tions have been completed and if produaion results therefrom, this agreement shall continue in force as provided herein. In the event the 
59 well described in Article VI.A., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, qfcapable 
60 of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-
61 ing operations are commenced within 18 0 days from the date of abandonment of said well. 
62 it'T^ 
63 It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability which has 
64 accrued or attached prior to the date of such termination. " | r | 

—1... J 

65 . j ' i - i , 
66 p : ; - •• - ;>: ; 
67 iy •; ': -\ 
68 U\ i ' -r. :- ; 

69 V > £ ^ £ u 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

j ARTICLE XIV. 

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 local 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 interpretation or construction, shall be governed and determined by the law of the state in which 
14 the Contraa Area is located. If the Contraa Area is in two or more states, the law of the state of New M e x i c o 
15 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 any rights, 
20 privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated 
21 under such laws in reference to oil, gas and mineral operations, including the location, operation, or produaion of wells, on tracts offset-
22 ting or adjacent to the Contract Area. 
23 

24 With respect 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 interpretation or application of rules, 
26 rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
27 plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
28 Operator's share of produaion that Operator.may be required to refund, rebate or pay as a result of such an incorrect interpretation or 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application. 
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 oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Profit Tax Act 
33 - of 1980", as same may be amended from time to time ("Aa") . and any valid regulations or rules which may be issued by the Treasury 
34 Department from time to time pursuant to said Aa. Each pany hereto agrees to furnish any and all certifications or other information 
35 which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Aa. 
36 
37 ARTICLE XV. 

38 OTHER PROVISIONS 
39 
40 

41 See Pages 14 a. t h r o u g h 14 f . f o r O t h e r P r o v i s i o n s . 
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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ARTICLE XV. 

OTHER PROVISIONS 

A. SCBSTITUTE WELL 

1. I f , i n the d r i l l i n g of the I n i t i a l Well, Operator loses the hole or 
encounters mechanical d i f f i c u l t i e s rendering i t impracticable, i n 
the opinion of the Operator, to d r i l l the well to the Objective 
Depth, then and i n any of such events on or before sixty (60) days 
after cessation of d r i l l i n g operations on the I n i t i a l Well, Operator 
shall have the option to cxmtience the actual d r i l l i n g of another well 
(Substitute Well) at a lawful location of Operator's selection on 
the Contract Area, and prosecute the d r i l l i n g of said well with due 

- diligence and i n a good and workmanlike manner to the Objective 
Depth. For a l l purposes of thi s agreement, the d r i l l i n g of the 
Substitute Well shall be considered as the d r i l l i n g of the I n i t i a l 
Well. 

2. Any provision herein concerning the I n i t i a l Well shall also apply to 
the Substitute Well, and any provision herein excepting the I n i t i a l 
.Well shall also except the Substitute Well. 

B. LEASE MAINTENANCE 

I f any operations proposed under Article VT. are necessary to 
maintain i n f u l l force and effect either a lease or an agreement to earn 

- -an interest i n a lease that would otherwise expire, any party that elects 
not to participate i n such operations (the "Non-Consenting Parties") 
shall,-in l i e u of the penalty provisions contained i n Article VT. B. .2., 
assign to each party electing to participate i n such operations (the 
"Consenting Parties"), i n the proportion: that each Consenting Party's 
interest bears to the t o t a l interest of a l l Consenting Parties, a l l of 
such Non-Consenting Party's r i g h t , t i t l e and interest i n and to the 
acreage covered by the lease or agreement that otherwise would be lost i f 
such operations were not conducted. Thereafter, such acreage shall not 
be subject to the terms of this Operating Agreement, but shall be deemed 
to be subject to an Operating Agreement identical hereto, modified only 
to r e f l e c t the ownership of the Consenting Parties and their respective 

- percentage interests. 

C. BITiLTNG ADDITIONAL INTERESTS 

Notwithstanding any of the other provisions of this Agreement and of 
the accounting procedure attached as Exhibit "C", the parties to .this 

- agreement -specifically agree that i n no event during the term of this 
* • • Operating Agreement - shall Operator be required to make more than one 

b i l l i n g for the entire interest credited to each party on Exhibit "A". 
I t i s further agreed that " i f any party to this Agreement (hereinafter 
referred to as "Selling Party") disposes of part of the interest credited 
to i t on Exhibit "A", the Selling Party w i l l be solely responsible for 
b i l l i n g i t s assignee or assignees, and-shall remain primarily liable to 
the other parties for the interest or interests assigned and shall make 
-prompt payment to Operator for the entire amount of statements and 
bi l l i n g s to the Selling Party for the interest conveyed u n t i l such time 
as the Selling Party has designated and qualified one assignee to receive 
the b i l l i n g for the entire interest. In order to qualify one assignee to 
receive the b i l l i n g for the entire interest credited to Selling Party on 
Exhibit "A", the Selling Party shall furnish to Operator the following: 

1. written notice of the conveyance and c e r t i f i e d copy of the 
assignments by which the transfers were made; 

2. the name of the assignee to be b i l l e d and a written statement 
executed by the assignee to be b i l l e d i n which i t consents to 
receive statements and b i l l i n g s for the entire interest credited to 
Selling Party on Exhibit "A" hereof, and further consents to handle 
any necessary sub-billing i n the event i t does not own the entire 
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interest credited Selling Party on Exhibit "A"; and 

3. r a t i f i c a t i o n of this Operating Agreement (including an executed and 
recordable instrument entitled "Menorandum of Operating Agreement") 
executed by the assignee to be b i l l e d (and a l l other assignees) 
wherein it/they adopts, r a t i f i e s and confirms a l l of the provisions 
of this Operating Agreement as i f i t had been a party thereto. 

D. SECURITY: ADDITION TO ARTICLE VTI. B. 

The l i e n and security interest granted by each Non-Operator to 
Operator and by Operator to each Non-Operator under Article VTI. B. shall 
extend not only to such party's o i l and gas rights i n the Contract Area 
(which for greater certeinty shall include a l l of each party's leasehold 
interest and leasehold estate i n the Contract Area), the o i l and/or gas 
when extracted, personal property and equipment (as mentioned i n said 
A r t i c l e ) , but also to a l l accounts and proceeds from sales of o i l and 
gas, contract rights, inventory and general intangibles constituting a 
part of, relating to or arising out of said o i l and gas rights, extracted 
o i l and gas and said equipment which are otherwise owned or held by any 
such party i n the contract Area. Furthermore, the l i e n and security 
interest of each of said parties shall extend to a l l proceeds and 
products of a l l of the property and collateral described i n this 
paragraph and i n Article VTI. B. as being subject to said l i e n and 
security interest. - Any party, to the extent ~ i t deems necessary to 
perfect the l i e n and security interest provided, may f i l e t h i s Operating 
Agreement or Memorandum thereof as a l i e n i n the applicable real estate 
records and as a financing statement with the limitation of the 
foregoing. 

- Operator and Non-Operators, t h e i r " successors and assigns, agree to 
execute ~a recordable instrument entitled- Memorandum of Operating 
Agreement shown as Exhibit No. 1 of th i s Agreement, to be f i l e d both i n 
the county records for real estate purposes and such other records as may 
be necessary for compliance with the Uniform Commercial Code. 

E. 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 11 U.S.C.§365, then the 
Operator, or i f the Operator i s . the debtor-in-bankruptcy, the 
Non-Operator shall be entitled to a. determination by debtor, or trustee 
for debtor, within t h i r t y (30) days from the date an order for r e l i e f i s 

_.. entered under the BankruptcyCode, as to .the rejection or assumption of 
this Operating Agreement. In the event of an assumption, Operator or 

. said Non-Operators, shall be 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. 

F. P̂ MEDIES FOR DEFAULT: ADDITION TO ARTICLE VTI. B. 

Notwithstanding the provision of Article VTI. B., i t i s agreed 
between the parties hereto that i n the event any party f a i l s to pay i t s 
proportionate share of advances or expenses incurred pursuant to the 
terms of this Agreement, Operator shall give written notice to the party 
that i t i s i n default. I f , within f i f t e e n (15) days of receipt of the 
notice, such defaulting party f a i l s to pay a l l of the amount to which i t 
i s i n default, i n f u l l , then the non-defaulting party or parties shall 
have the option, without prejudice to any other existing remedies, to 
consider such non-payment to constitute an election not to participate 
under Article VT. B. 2. and/or Article XV. B. (whichever is/are 
applicable) of this Agreement i n the same manner, to the same extent and 
with the same force that a failure to reply within the prescribed period 
constitutes an election not to participate. 

As long as the defaulting party has unpaid balances outstanding, i t 
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shall have no further access to the Contract Area or information obtained 
i n connection with operations hereunder and shall not be entitled to vote 
on any matter hereunder. While any party i s i n default, the voting 
interest of each non-defaulting party shall be i n the proportion i t s 
participating interest bears to the t o t a l non-defaulting participating 
interest. As to any proposed operation i n which i t otherwise would have 
the right to participate, such defaulting party shall have the right to 
be a Consenting or participating Party only i f i t pays a l l of the amounts 
to which i t i s i n default, i n f u l l , including the penalty amounts 
provided for i n Article VT. B., before the applicable proposed election 
or decision deadline. This reinstatement option shall not apply to any 
party who originally defaulted under an operation f a l l i n g under the 
auspices of Article XV. B. 

bfotwithstanding anything to the contrary contained within this 
Agreement, the parties hereto agree that: 

1. Operator shall not have the right to implement any of the remedies 
with respect to default described i n Article VTI. B., XV. D. and/or 
XV. F. while the Operator and defaulting Non-Operator are engaged, i n 
on-going negotiations or discussions conducted i n good f a i t h 

. regarding disputed j o i n t b i l l i n g s and/or advances. I t being 
understood, however, that the provision shall not relieve 
Non-Operator of i t s responsibility to timely pay that portion of any 
j o i n t b i l l i n g s and/or advance estimates which are not the subject of 
any such good f a i t h dispute; 

2. I t i s the intention of - Article XV. F. to grant Non-Operators 
reciprocal rights against Operator i n the event Operator, rather 

•." than Non-Operator, should f a i l or-refuse-ito pay i t s proportionate 
: share of a l l costs, expenses (including, without lim i t a t i o n , shut-in 

: royalty payments, minimum royalties, and . other lease maintenance 
expenses), .and/or advance payments requested of Non-Operators by 
Operator.- Where appropriate within the text of Article VTI.. and XV. 
F., i n order to effectuate th i s reciprocity, where the word 
"Operator" i s used, the word "Non-Operator" may be substituted 
therefor, and where .-:the word "Non-Operator" i s used, the word 
"Operator" may be substituted therefor. 

G. : CERTAIN PLUGGING AND ABANDONMENT COSTS 

• I f , pursuant to Article VI. B. 2. hereof, less than a l l of the 
parties elect to participate i n a proposed reworking, deepening or 
plugging back operation, and-if such operation does not result i n the 
production : of hydrocarbons i n paying quantities or results i n a 
completion that ceases to produce i n commercial .quantities prior to the 
time at which the consenting-: parties are f u l l y reimbursed as provided i n 

. A r t i c l e VT. B. 2., then, not^thstanding the printed provisions of this 
Agreement, the party or parties who elected not:to participate i n such 
reworking, deepening or plugging back operation shall nevertheless be 

- - • responsible for their proportionate part of the cost to plug and abandon 
such well, and salvage the equipment therefrom, except for the additional 
plugging and abandonment or salvage costs that are caused by the 
non-consent reworking, deepening or plugging back operation; the 
consenting parties shall be solely responsible for such additional costs. 

H. METERING OF PRODUCTION 

I f a diversity of working interest ownership i n production from a 
lease subject to this Agreement occurs as a result of operation by less 
than a l l parties under Article VT. B. 2. herein, i t i s agreed that the 
o i l and other l i q u i d hydrocarbons produced from the well or wells 
completed by Consenting Parties may be separately measured by standard 
metering equipment to be properly tested periodically for accuracy. 
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I . ADDITIONAL RIGHTS 

I f any rights i n the Contract Area or any new Area of Interest 
between the parties hereto are acquired by virtue of the d r i l l i n g , 
deepening or completion of a well, a Non-Consenting party i n such 
d r i l l i n g , deepening or completing shall not be entitled to any interest 
i n such rights. 

J. PRIORITY OF OPERATIONS 

Notwithstanding anything contained herein to the contrary, i t i s 
agreed that where a well, which has been authorized under the terms of 
thi s agreement by a l l parties, or by one or more but less that a l l 
parties under Article VT. and/or Artic l e XV. B., shall have been d r i l l e d 
to the contract depth or the objective formation, whichever i s less, and 
the parties participating i n the well cannot mutually agree upon the 
sequence and timing of further operations regarding such well, the 
following elections shall control i n the order enumerated hereafter: 

1. an election to do additional logging, coring or testing; 

2. an election to attempt to complete the well at either the 
-objective depth or objective formation; 

3. an election to plug back and attempt to complete said well; 
however, i f more than one proposal to plug back i s made, the 
proposal to"plug back.to- the-next deepest prospective interval 
shall have p r i o r i t y over. proposals to plug back to shallower 

• prospective intervals; 

4. an election tp sidetrack the well; and 

5. an election to deepen said well. 
T t i s provided, however, that i f at the time said participating 

parties are considering any of the above elections the hole i s i n such a 
condition - that a reasonably prudent operator would not conduct the 
operations contemplated by the particular election involved for fear of 
placing the hole or objective formation i n jeopardy, such election shall 
be eliminated from the sequence set forth above. 

K. . ... NGPA FILINGS, DEDICATIONS/GAS CONTRACT NEGOTIATIONS 

-. Operator may, at i t s . election "(but i s not required t o ) , file-and 
prosecute applications for the - dsteririination of the status under the 

J...;. Natural Gas .Policy Act of 1978 ("NGPA") of wells subject to this 
Operating Agreement for the j o i n t account of parties hereto to the extent 

- ~- that such f i l i n g s by Operator are permitted by law, rule, regulation or 
order. - Each party hereto shall - be responsible for making a l l other 
f i l i n g s and reports required under the . NGPA,-. including, but without 
limitation thereof, refund undertakings and interim, retroactive or other 
collection statements. Operator shall not be responsible to any 
Non-Operator for any damage or loss arising out of or connected with the 
f i l i n g or prosecution of the application or applications for 
determination, including the failure to f i l e , delay i n f i l i n g or failure 
to prosecute such application(s). The sole recourse of each Non-Operator 
i s to f i l e and process for his own account whatever application or 
applications for deteritunation he deems appropriate. In the event 
Operator elects to f i l e an application or applications for determination, 
the cost and expenses of preparing, f i l i n g and prosecuting such 
application(s) shall be charged to the"joint account. 

With respect to operations hereunder, Non-Operator agrees to release 
Operator from any and a l l losses, damages, i n j u r i e s , claims and causes of 
action arising out of, incident to or resulting directly or indirectly 
frem Operator's interpretation of application of rules, rulings, 
regulations or orders of the Department of Energy or predecessor or 
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successor agencies to the extent such interpretation or application was 
made i n good f a i t h . Each Non-Cperator further agrees to reimburse 
Operator for any amounts applicable to such Non-Operator's share of 
production that Operator may be required to refund, rebate or pay as a 
result of such an incorrect interpretation or application, together with 
interest and penalties thereon owing by Operator as a result of such 
incorrect interpretation or application. 

A l l costs incurred by Operator i n complying with the Natural Gas 
Policy Act of 1978 or i n complying with Federal, State and local law for 
the obtaining and monitoring of a l l well classifications required i n the 
Natural Gas Policy Act of 1978 or i n complying with any laws under the 
Department of Energy, and a l l consulting fees, and directly related costs 
incurred by Operator i n connection with investigations for prior 
dedications and/or calls negotiations with o i l and/or gas purchasers, and 
negotiations for gas purchaser contracts (including casinghead gas 
(contracts) shall be a direct charge, borne by the j o i n t account as 
provided i n Exhibit "C" and shall not be included i n adiuinistrative 
overhead under part I I I of Exhibit "C". 

L. DISBURSEMENT OF ROYALTIES 

I f a purchaser of any-oil, gas or .other hydrocarbons produced from 
the Contract Area declines to make disbursements of a l l royalties, 
overriding royalties and other payments out of, or with respect to, 
production which are payable on the Contract Area, Operator w i l l , i f any 
' Non-Operator so desires, make such disbursement on behalf of said 
Non-Operator at i t s direction, provided, Non-Operator shall execute such 
documents as may be necessary ; i n the opinion" of Operator to enable 
Operator to receive a l l payments for d i l , gas and other hydrocarbons, 
directly from said purchaser. In that event, Operator w i l l use i t s best 
efforts to make disbursements correctly within t h i r t y (30) days of receipt 
frem the purchaser, but w i l l be liable for incorrect disbursements only 
i n the event of gross or w i l l f u l negligence. 

M. ARTICLE X I I , ADDITION 

Except as may otherwise be expressly provided above, any notice or 
communication required or desired to be given under the terms of this 

. Agreement shall be given by Certified or Registered Mail, Return Receipt 
. . .Requested,-by personal delivery against = signed ! receipt thereof, or by 

telegram on which postage and/or other sending charges have been prepaid 
by sending party/ at such party's address l i s t e d on Exhibit "A" to thi s 
Agreement or at such other address as such party may have previously 
"specified by l i k e notice. 

N. ARTICLE I I I . D., ADDITION 

I f any party hereunder creates any overriding royalty, production 
payment or other burden against i t s working interest production and i f 
any other party or parties hereto conduct non-consent operations pursuant 
to any prosivions of this Agreement and, as a result, become entitled to 
receive the working interest production otherwise belonging to a 
non-participating party, the party or parties entitled to receive the 
working interest production of the non-participating party shall receive 
such production free and clear of burdens against such production which 
may have been created subsequent to thi s Agreement and the 
non-participating party creating such subsequent burdens shall save the 
participating party or parties harmless with respect to the receipt of 
such working interest production. 

O. This Agreement may be executed i n any number of counterparts, each of 
which shall be considered as original for a l l purposes. 
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P. This Operating /Agreement supersedes and replaces any prior Operating 
/Agreement covering the Contract Area executed by any party hereto. 

Q. PREPARATION OF EXHIBIT "A" 

The interest of the parties as set forth on Exhibit "A" were 
calculated based on the best information available to the Operator. I f 
the information i s found to have been erroneous, or i f a rrathernatical or 
typographical error has been made i n preparing the exhibits, the interest 
may be recalculated to reflect the correct interests. 

NM015 B l u i t t Prospect Page 14 f 



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

ARTICLE X V I . 

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. 

IN WITNESS WHEREOF, this agreement shall be effective as of l s t day of O c t o b e r f 19 8 9 . 

O P E R A T O R 

OGS OPERATING COMPANY, INC. 
A t t e s t : 

By: Carla T. F a i r By: Thorn O'Brien 
T i t l e : A s s istant-Secretary T i t l e : v i ce-President 

NON-OPERATORS 
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REVISED EXHIBIT "A" 

Attached to and made a part of that certain Operating Agreement 
dated October 1, 1989, by and between OGS Operating Company, Inc., as 

Operator, and O'Brien Goins Simpson Exploration, et a l , as Non-Operators, 
covering the B l u i t t Prospect i n Roosevelt County, New Mexico. (NM015) 

I . LANDS SUBJECT TO THIS AGREEMENT: 

Township-8-South, Range-37-East, N.M.P.M. 

Section 15: North Half (N/2) 
Roosevelt County, New Mexico 
containing 320 acres, more or less. 

I I . RESTRICTIONS AS TO DEPTHS, FORMATIONS AND SUBSTANCES: 

This Operating Agreement covers a l l o i l , gas and associated hydrocarbon 
rights from the surface of the earth _ to the _ base of the San Andres 
Formation, as commonly found below the base of the Grayburg Formation and 
above the top of the Glorietta Formation. 

I I I . INTEREST OF THE PARTIES TO THIS AGREEMENT: 

A. I n i t i a l Well 
: Before After 

• Completed & Completed & 
. ̂  _ Fully Equipped Fully Equipped After 

Working Interest Owner to Produce- To Produce Payout 

- 1. CGS Operating Company, Inc. . 1.0000% 1.00000% 0.81020% 

: 2. O'Brien Goins Simpson Expl. 35.7233% 35.72330% 28.94195% 

3. Michael W. Gates ' ' 1.1100% 1.11000% 0.89930% 

4. OGM Partnership I I 0.0000% ; - 1.33335% 1.08020% 

v 5. O'Connor Oil & Gas, Ltd.. 0.0000% ^ 1.11110% 0.90020% 

6. Edmund O'Connor : -. .0.0000% 0.22225% . . . 0.18000% 

~;7. Great Western D r i l l i n g Co. 26.6667% 25.00000% 20.25430% 

8. Hugh A. Moore 3.0000% - 2.81250% 2.27860% 

- 9. George R. White and wife, 
Bettijo H. White 

3.0000% 2.81250% 2.27860% 

10. A. B. Sam and wife, 
Janet D. Sam 

5.0000% 4.68750% 3.79770% 

11. Morris Mizel 1986 Partners 5.0000% 4.68750% 3.79770% 

12. The Wiser Oil Company 18.7500% 18.75000% 18.75000% 

13. Earl A. Latimer 0.7500% 0.75000% 0.75000% 

14. Murphy Operating Corporation 0.0000% 0.00000% 10.31250% 

15. Tom L. Ingram and wife, 
Joan L. Ingram 

0.0000% 0.00000% 3.37500% 

16. J. E. Cieszinski and wife, 
Drusilla C. Cieszinski 

0.0000% 0.00000% 0.18750% 

17. Walter Duncan, Inc. 0.0000% 
100.0000% 

0.00000% 
100.00000% 

1.40625% 
100.00000% 
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EXHIBIT "A" 
Page 2 

B. Subsequent Wells 

Working Interest Owner Before Payout After Payout 

1. OGS Operating Company, Inc. 1.00000% 0.81020% 

2. O'Brien Goins Simpson Expl. 35.72330% 28.94195% 

3. Michael W. Gates 1.11000% 0.89930% 

4. OGM Partnership I I 1.33335% 1.08020% 

5. O'Connor Oil & Gas, Ltd. 1.11110% 0.90020% 

6. Bflmund O'Connor 0.22225% 0.18000% 

7. Great Western D r i l l i n g Co. 25.00000% 20.25430% 

8. Hugh A. Moore 2.81250% 2.27860% 

9. George R. White and wife, 
Bettijo H. White 

2.81250% 2.27860% 

10. A. B. Sam and wife, Janet 
D. Sam 

- 4.68750% 3.79770% 

11. Morris Mizel 1986 Partners '- 4.68750% 3.79770% 

12. The Wiser Oil Company 18.75000% 18.75000% 

13. Earl A. Latimer .. 0.75000% 0.75000% 

14. Murphy Operating Corporation - 0.00000% 10.31250% 

15. Tom L. Ingram and wife, Joan 
L. Ingram 

0.00000% 3.37500% 

16. J. E. Cieszinski and wife, 
Drusilla C. Cieszinski 

. 0.00000% 0.18750% 

17. Walter Duncan,. Inc. 0.00000% 1.40625% 
- 100.00000% 100.00000% 

Definitions 

1. The terms ."Completed and Fully Equipped to Produce" shall mean when 
the i n i t i a l test well has been d r i l l e d to i t s authorized depth, a l l 
tests have been completed..and a l l necessary expenditures for 
completing and equipping of the well have been made, including 
inecessaryztankage and/or surface f a c i l i t i e s . 

The term "Payout" as used herein shall be defined the same way as i n 
paragraph TV. D. of the Farmout Agreement dated August 1, 1988 
betweem Murphy Operating Corporation," et a l and O'Brien Goins 
Simpson Exploration Company. 
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EXHIBIT "A" 
Page 3 

TV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT: 

1. Lessor: 

Lessee: 
Dated: 
Recorded: 

Land Covered: 

Royalty: 
Overriding Royalty: 

Lessor: 
Lessee: 
Dated: 
Recorded: 

Land Covered: . 

Royalty: 

Overriding: Royalty: 

Lessor: . -

Dated: 
Recorded: • -

Land Covered: —-

Royalty: 
Overriding Royalty: 

Lessor: • " 
Lessee: . 
Dated:- : " - - -
Recorded: -.-;• 

Land Covered: 

Royalty: 
Overriding Royalty: 

Lessor: 
Lessee: 
Dated: 
Recorded: 

Land Covered: 

Royalty: 
Overriding Royalty: 

Monta Ruth Bilberry Perry, Life Estate, 
Nancy C. Belcher, Remainderman, and 
Grace Bilberry Dean 
O'Brien Goins Simpson Exploration 
September 23, 1987 
Volume 124, Page 638 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (1/8) on o i l and gas 
0.025 on o i l and gas 

Schumacher Oil Company 
O'Brien Goins Simpson Exploration 
September 25, 1987 
Volume 124, Page 640 of the Oil & Gas 
.Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
-Range—37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (1/8) on o i l and gas 
0.025 on o i l and gas 

Margaret Anne Eaton, et v i r , Kenneth 
Eaton 
O'Brien Coins Simpson Exploration 
September 28, 1987 
Volume 124, Page 741 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4,- Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (1/8) on o i l and gas 
0.025 on o i l and gas 

Ben E. Taylor . 
rO'Brien'Goins Simpson Exploration 
October 13, 1987 
Volume 124, Page 743 of the Oil & Gas 
-Records of Roosevelt County, New Mexico 
SW/ 4, Section 11; N/2NW/ 4, Section 14; 
LE/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (1/8) on o i l and gas 
0.025 on o i l and gas 

Phyllis Jane Wesson 
O'Brien Goins Simpson Exploration 
September 28, 1987 
Volume 124, Page 815 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (1/8) on o i l and gas 
0.025 on o i l and gas 
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EXHIBIT "A" 
Page 4 

IV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT: 

Lessor: 

Lessee: 
Dated: 
Recorded: 

Land Covered: 

Royalty: 
Overriding Royalty: 

James A. Crutchmer, Jr., et ux, Carol 
Ann Crutchmer 
O'Brien Goins Simpson Exploration 
October 13, 1987 
Volume 124, Page 817 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (1/8) on o i l and gas 
0.025 on o i l and gas 

Lessor: 
Lessee: 
Dated: 
Recorded: 

Land Covered: 

8. 

Royalty: 2: ~~ 
Overriding Royalty: 

Lessor: ...... . 
Lessee: ' 
Dated: 
Recorded: 

Land Covered: 

Royalty: i i . 
Overriding Royalty: 

Lessor: -

Lessee: .. 
Dated":" ~ 
Recorded: 

Land Covered: 

Royalty: : " 
Overriding Royalty: 

10. Lessor: 

Lessee: 
Dated: 
Recorded: 

Land Covered: 

Royalty: 
Overriding Royalty: 

John Lynn Singleton 
O'Brien Goins Simpson Exploration 
November 10, 1987 
Volume 124, Page 991 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, - Section 15, Township-8-South, 
-Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (1/8) on o i l and gas 
0.025 on o i l and gas 

Richard Lloyd Singleton 
O'Brien Goins Simpson Exploration 
November 10, 1987 
Volume 124, Page 977 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section. 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37̂ East,.--NMPM, Roosevelt County, 
New Mexico 
Onereighth (l/8th) on o i l and gas 
0.025 on o i l and gas 

G. B. Holman, Jr., and Amanda Holman 
Keef 
70'.Brieh;Goins Simpson Exploration. 
November 17, 1987 
Volume 125, Page 404 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (l/8th) on o i l and gas 
0.025 on o i l and gas 

Mary Ruth Singleton, Independent 
Executrix of the Estate of T. F. 
Singleton 
O'Brien Goins Simpson Exploration 
February 4, 1988 
Volume 125, Page 491 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
One-eighth (l/8th) on o i l and gas 
0.025 on o i l and gas 
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EXHIBIT "A" 
Page 5 

TV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT: Continued 

11. Lessor: 
Lessee: 
Dated: 
Recorded: 

Land Covered: 

Royalty: 
Overriding Royalty: 

Frances Cole 
O'Brien Goins Simpson Exploration 
May 3, 1988 
Volume 126, Page 329 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
Three-sixteenth (3/16th) on o i l and gas 
0.01625 on o i l and gas 

12. Lessor: 

Lessee: 
Dated: 
Recorded: 

Land Covered: 

Royalty: . - • 

Overriding Royalty: 

13. Lessor: 

Lessee: 
Dated: * 
Recorded: — 

Land Covered: 

Royalty: -

Overriding;Royalty: 

Sara Strawder Shaw, Individually and as 
Independent Executrix of the Estate of 
Harry T. Shaw, deceased 
O'Brien Goins Simpson Exploration 
May 3, 1988 
Volume 126, Page 490 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4,"Section"II; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East,: NMPM, Roosevelt County, 
New Mexico 
"iThree-sixteenths (3/16th) on o i l and 
gas 
0.01625 on o i l and gas 

Trustmark National Bank and Catherine 
W. Sanders, et a l , Co-Trustees of the 
Catherine W. Sanders Marital Trust and 
of the "Robert D. Sanders Residuary 
Trust 
O'Brien Goins Simpson Exploration 
A p r i l 6, 1988 
Volume 126; Page 415 of the o i l & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section.11; N/2NW/4, Section 14; 
E/2NE/4, -Section 15, Township-8-South, 
Range-37-East>: NMPM, Roosevelt County, 
New Mexico .... . 
liThree-sixteenths (3/16th) on o i l and 
gas 
~0.01625 on o i l and gas 

14. Lessor: 

Lessee: 
Dated: "~ 
Recorded: 
Land Covered: 

Royalty: 

Overriding Royalty: 
Royalty: 

Overriding Royalty: 

David. M. ""Hammer, Mary Hammer, Alan J. 
IJarrrner, Robert J. Hamrer, Deanna J. 
Christensen, John E. Christensen and 
Mary K. Hammer 
O'Brien .Goins Simpson Exploration 
SUBJECT TO COMPULSORY POOLING 

SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
I f one-eighth (l/8th) on o i l and gas 
under Pooling Order, then 
0.025 on o i l and gas 
I f three-sixteenths (3/16th) on o i l and 
gas under Pooling Order, then 
0.01625 on o i l and gas 
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EXHIBIT "A" 
Page 6 

TV. OIL AND GAS LEASES SLTBJECT TO THIS AGREEMENT: Continued 

15. Lessor: 

Lessee: 
Dated: 
Recorded: 

Land Covered: 

Royalty: 

Overriding Royalty: 
16. Lessor: 

Lessee: 
Dated: 
Recorded: 

Land Covered: 

17. 

Royalty:— -
Overriding Royalty: 

Lessor: 
Lessee: 
Dated:-
Recorded: 

Land Covered: 

Royalty: 

Overriding.Royalty: 

18. Lessor: -
- Lessee: 

Dated: 
Recorded:: 

Land Covered: 

Royalty: 
Overriding Royalty: 

Deposit Guaranty National Bank, Trustee 
for George E. Shaw Heirs Trust 
O'Brien Goins Simpson Exploration 
June 16, 1988 
Volume 126, Page 680 of the o i l & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
Three-sixteenths (3/16th) on o i l and 
gas 
0.01625 on o i l and gas 

Deposit Guaranty National Bank, Trustee 
for Susan Rushton Mangum Trust and Dr. 
Fred Rushton, Jr. 
O'Brien Goins Simpson Exploration 
June 16, 1988 
Volume 126, Page 682 of the o i l & Gas 

" Records of Roosevelt County, New Mexico 
SW/4, Section 11; N/2NW/4, Section 14; 
E/2NE/4,-Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 

-••"Three-sixteenths (3/16th) on o i l & gas 
0.01625 on o i l and gas 

Walter Duncan, Inc. 
O'Brien Goins Simpson Exploration 
May 1, 1988 

. Volume "126, Page 345 of the o i l & Gas 
~ Records of Roosevelt County, New Mexico 

The North Half of the Northwest Quarter 
(N/2NW/4) of Section 14, Township 8 
South," Range "37 East, NMPM, Roosevelt 
County, New Mexico 
Before payout of each well - 3/16th on 
o i l and gas, proportionately reduced 
After.payout of each well - l/8th on 
o i l and gas 
.Before payout.of each well - 0.01625 on 
o i l and gas, "After payout of each well 

r - 0.025 on o i l and gas 

Ronald Rushton, et ux 
O'Brien Goins Simpson Exploration 
May 3, 1988 
Volume 126, Page 329 of the Oil & Gas 
Records of Roosevelt County, New Mexico 
SW/4, Section,11; N/2NW/4, Section 14; 
E/2NE/4, Section 15, Township-8-South, 
Range-37-East, NMPM, Roosevelt County, 
New Mexico 
Three-sixteenths (3/16th) on o i l & gas 
0.01625 on o i l and gas 

INSOFAR ONLY as said Leases 1 through 18 cover the E/2 of the NE/4 of 
Section 14, T-8-S, R-37-E, NMPM, Roosevelt County, New Mexico, containing 
80.0 acres, more or less. 
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EXHIBIT "A" 
Page 7 

TV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT: Continued 

19. Lessor: 
Lessee: 
Dated: 
Recorded: 
Land Covered: 

Royalty: 
Overriding Royalty: 

United States of America NM-66486 
Murphy Operating Corporation 
June 1, 1958 

INSOFAR ONLY as said lease covers 
W/2NE/4 and the NW/4, Section 14, 
Township 8 South, Range 37 East, NMPM, 
Roosevelt County, New Mexico, 
containing 240 acres, more or less. 
One-eighth (l/8th) on o i l and gas 
0.0486717 of a l l o i l and gas produced 
from th i s lease, also the interests of 
Murphy Operating Corporation, J.E. 
Cieszinski and Tom L. Ingram i n thi s 
lease are subject to a Farmout 
Agreement dated August 1, 1988, wherein 
they reserved an overriding royalty i n 
each well before payout equal to the 
difference .. between a l l existing 
leasehold burdens on the date of this 
agreement and 25%. 

V. ADDRESSES AND PHONE NUMBERS OF PARTIES TO THIS AGREEMENT FOR NOTICE 
PURPOSES: 

1. OGS Operating Company, Inc. ~ 915-682-6373 
^ • 550 W. Texas, Suite 1140 

Midland, TX 79701 

2. O'Brien Goins Simpson Exploration - 915-682-6373 
550 W. Texas, Suite 1140 

• Midland, TX 79701 

3. Michael W. Gates 915-686-0023 
P.O. Box 10347 
Midland, TX 79702 

4:v OGM Partnership I I •• 915-682-6373 
550"W. Texas, Suite 1140 
Midland, TX 79701 

5. O'Connor Oi l & Gas Ltd. • - •:. 915-682-6373 
- ; - 550 W. Texas, Suite 1140 
•: Midland, TX 79701 

6. Edmund O'Connor ' : 915-682-6373 
* 550 W. Texas, Suite 1140 
"-•"•' Midland, TX 79701 

7. Great Western D r i l l i n g Company 915-682-5241 
509 N. Loraine 
P.O. Box 1659 
Midland, TX 79701 

8. Hugh A. Moore 318-984-6854 
P.O. Box 51453 
Lafayette, LA 70505 

9. George R. White and wife, 318-232-5594 
Bettijo H. White 
P.O. Box 52346 
Lafayette, LA 70505 
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EXHIBIT "A" 
Page 8 

V. ADDRESSES AND PHONE NUMBERS OF PARTIES TO THIS AGREEMENT FOR NOTICE 
PURPOSES: 

10. A. B. Sam and wife, 915-683-5088 
Janet D. Sam 
P.O. Box 1736 
Midland, TX 79702 

11. Morris Mizel 1986 Partners 918-663-7579 
6560 East 41st Street 
Tulsa, OK 74145 

12. The Wiser Oil Company 304-652-3861 
Box 192 
Sist e r v i l l e , W. VA 26175 

13. Earl A. Latimer 505-622-3363 
1802 W. 4th Street 
Roswell, NM 88202 

.,14. Murphy Operating Corporation 505-623-7210 
United Bank Plaza 
Suite 300 
400 N. Pennsylvania Ave. 
Box 2164 
Roswell, NM 88201 

r-r-15. : -Tom L. Ingram and wife, . - • : • 505-622-3630 
Joan L. Ingram 
Box 1757 
Roswell, NM 88202 

16. J. E. Cieszinski and wife, 505-622-3116 
Drusilla C. Cieszinski 
Box 3047 
Roswell, NM 88201 

17. Walter Duncan, Inc. • 405-272-1826 
. - _ 100 Park Avenue Bldg. 

Suite 1200 
. / jOklahoma City, OK 73102 

END OF EXHIBIT "A" 
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(_7j EXHIBIT "B" • ". 
A t t a c h e d t o and made a p a r t o f t h e O p e r a t i n g Agreement d a t e d Augus t 1 , 1988 
by and between OGS O p e r a t i n g Company, I n c . , as O p e r a t o r , and O ' B r i e n Goins 
Simpson E x p l o r a t i o n C o . , e t a l , as N o n - O p e r a t o r s , c o v e r i n g t h e B l u i t t 
" ^ ' " L H I V a«»M P r o s p e c t , R o o s e v e l t C o u n t y , New M e x i c o . (NM015) 

Three YEAR PAID UP LEASE T _ , S l a n ( U r f F o r m 

OIL, GAS AND M I N E R A L LEASE 

THIS AGREEMENT m.d. -Jiiz 1 s t d „ o t May „ 88 

0 ' BRIEN GOINS SIMPSON EXPLORATION COMPANY l F ° ' 1 A o °- '"" 
„.w ...»r o„. or „ „ , . 1140 Two F i r s t C i t y C e n t e r , M i d l a n d , TX 79701 

i. L.»»»r. in co„..-dtr>uon of Ten and no/10 0 ' iy,u,M » 10 . 00 > 
i n K i n d p a i d , r e c e i p t o f w h i c h i i he re a c k n o w i e d r r d . a n d o f t he r o y a l t i e s h e r e i n p r o v i d e d a n d of t he a r r e r m e r i t s o f Lhe lessee h e r e i n c o n t a i n e d , be r eov c . - a n t i . )e**e< 
a n d lets e x c l u s i v e l y u n t o lessee f o r the pu rpose o f i n v e s t i g a t i n g , e x p i o r i r . c . p r o s p e c t i n c . d r i l l i n c . m i n i n r a n c o n « r a t : n c f o r anc p r o d u c i n c o i l , c a t . ana a l l o ther m i n 
e r a l * , i n j e c t m c S3*. w » i e , - s . o the r fluid*, a n d a i r i n t o s u b s u r f a c e s t r a t a , l a y i n r p ine l ines , s t o n n c o i l . b u i i c i n c t a n k s , p o w e r s t a t i o n s , t e i epnone i i n e t . a n d o t h e r s t r u c t u r e s 
a n d t h i n g s I h e r e o n to p roduce , w v e , t ake care o f . t r e a t , process , s to re a n d t r a m p o r t sa id m i n e r a l s a n d o t h e r p r o d u c t s m a n u f a c t u r e d t n e r e f r o m . a n d h o u s i n g a n d o t h e r w i s e 

c a n n c f o r i t s e m p l o y e e ) , t he f o i l o « r i n c desc r ibed l a n d i n . 

R o o s e v e l t C o u n t y , New Mex ico X<XJ£XXXX. io-<.::: 

T o w n s h i p - 8 - S o u t h , Range-37-Eas t , N . M . P . M . 

S e c t i o n 14: N o r t h H a l f o f t h e N o r t h w e s t Q u a r t e r (N/2NW/4) 
c o n t a i n i n g 80 .0 a c r e , more o r l e s s . 

T h i s lease a l so covers a n d i n c l u d e s , i n a d d i t i o n t o t h a t above desc r ibed , a l l l a n d , i f a n y . c o n t i c u o u t or a d j a c e n t to o r a d j o i n i n g t he l a n d above descr ibed anc 
( i f o w n e d o r c l a i m e d by lessor by l i m i t a t i o n , p r e s c r i p t i o n . pos>ession. r r v e r s i o n o r u n r e c o r d e d i n s t r u m e n t , or | b I as t o w h i c h lessor has a p r e f e r e n c e n e i ; of 
a c q u i s i t i o n . L e s s o r ac rees to execu te a n y s u p p l e m e n t a l i n s t r u m e n t requested by lessee f o r a m o r e c o m p i r i e o r a c c u r a t e a c s c r i n L i o n o i * a i d l a n d . F o r the purpose 

det e r m i n i n e t h e a m o u n t o f a n y b o n u s o r o t h e r p a y m e n t h e r e u n d e r , sa id l a n d sha l l be deemed t o c o n t a i n 8 Q • 0 0 acres , w h e t h e r a c t u a l l y c o n t a i n i n c m o r e 
o r less, a n d t he i o o * t r e c i t a l o t a c r eage in . a n y t r a c t s h a l l be oeerned t o be tne t r* je ac reace t h e r e o f . Lessor accents t ne bonus as l u m p s u m c o n s i d e r a t i o n f o r th i s 
lease a n d a i l r i r h t s a n d ooc ions h e r e u n d e r . t h l T G S { 3 ) 

Z . S u b j e c t t o the o t h e r p r o v i s i o n s h e r e i n c o n t a i n e d , t h i s lease s h a l l r e m a i n i n f o r e - f o r a t e r m o f X v X X ^ y e a r s f r o m t h i s da te { c a l l e d " ' p r i m a r y t e r r a " ) , anc 
as lo.-.;: t h e r e a f t e r as o i l . - a s . o r o t h e r m i n e r a l i s p r o d u c e d f r o m said pnys i ca t l a n d o r l a n d w i t h w h i c h sa id l a n d o r a n y p a r t t h e r e o f is poo led . 

3. T h e r o y a l t i e s t o be p a i d by lessee a r e : l a l o n o i l . a n d o n o t h e r l i q u i d h y d r o c a r o o n s saved x t l h e w e l l , o n e - e i r h i h of t h a t p r o d u c e d a n d saved f r o m said 
l a n d , same to be ce ' t i ** r r a a: rhe we l l s o r zo the c r e d i t o f lessor i r . t h e p ipe l i n e to w h i c h the w e l l s m a y be c o n n e c t e d : lessor's i n t e r e s t i n * i i n r r case saatJ bear i t s 
p r o p o r t i o n o f a n y expenses f o r t r e* t i n e o i l t o m a k e t t m a r k eta bic as c r u o t ; ( b l o n pas. i n c l u d i n g c a s m r h e a d cas a n d a l l gaseous suos tanccs , p roduced f r o m said 
l a n d a n d s o l d , t he r o y a l t y s h a l l be o n e - e i z i i h o f t he a m o u n t r ea l i s ed f r o m sucn s a i e ; ( e l o n ca s i n c i u d i r . g ea s incheac gas a n d a l l caseous subs tances p r o d u c e d f r o m 
said l a n d a n d used orT o f t h e p r emise s by a n d n o t b e n e n t i n c lessor, the m a r k e t v a i u e a t t he m o u t h o f the w e l l o f one—ricnth o f t he cas so used or! of tne 
p r e m i s e s : f d ) o n a i l o t h e r m i n e r a l s m i n e d a n d m a r k e t e d , one e i f f i i h , c i t h e r i n k i n d o r v a i u e a t t h e w e l l o r m i n e , s t lessee's e j e c t i o n , excep t t n a t o n s u l p h u r the 
r o r x t Z T M i l l be O n e D o l l a r 111.00) pe r l o n e t o n ; a n d ( e ) i f a t a n y t i m e w h i t e t h e r e i s a cas **ell o r w e i l s on i h * above l a n d a n d i f o r t h e purposes o i —"is Clause 
( e l tne t e r m " ; a s w e l l " s h a l l i n c l u d e w e l l s capab le o f p r o d u c i n g n a t u r a l r a s . condensa te , d i s t i l l a t e o r a n y caseous subs tance a n d w e l l s c l a s s i f i ed as cas w e l l s by 
a n y g o v e r n m e n t a l a u t h o r i t y t such w e l l o r w e l l s a re s h u t i n . a n d i f t h i s lease is n o t c o n t i n u e d j n f o r c e by some o t h e r p r o v i s i o n h e r e o f , t h e n i t s h a l l never theless 
c o n t i n u e i n f o r c e f o r a p e r i o d o f n i n e t y (SO) days f r o m the oate such w e l l o r w e l l * a re s n u t i n o r t h i s iease ceases to be o t r te rwi* .* m a i n t a i n e d as p r o v i d e d nere i r . . 
w h i c h e v e r is t h e l a t e r da te , a n d b e f o r e t h e e x p i r a t i o n o f a n y sueh p e r i o d . ie*>e* o r a n y ass icnee h e r e u n d e r K i r pay o r t e n d e r a n a d v a n c e a n n u a l r o y a l t y o f G n t 

D o l l a r (J1.Q0) pe r ac re f o r t he ac re sce t h e n h e l d u n d e r t h i s lease Lo t he o w n e r s o f r o y a l t y h e r e u n d e r o r t o t h e i r c r e d i t i n t he 

_ '. S a n k a t . 

( w h i c h b a n k , o r a a y successor t h e r e o f , s h a l l c o n t i n u e to be t he a r e n t f o r the lessor a n d lessor 's successors a n d a n i e n s ; i l Such b a n k f o r a n y successor b a n k ) sha l l 
f a i l . i i Q u i d a t - . o r be succeeded b y ' a n o t h e r b a n k , o r f o r a n y reason f a i l o r r e f u s e to accept r o y a l t y , lessee sha.ll n o t be n e i d i n d e f a u l t u n t i l t h i r t y (301 days a f t e r lessor 
sna i l d e l i v e r to lessee a r eco rdab le i n s t r u m e n t m a k i n c p r o v i s i o n f o r a n o t h e r met nod o f p a y m e n t o r t e n d e r , a n d a n y d e p o s i t a r y c h a r r e is a l i a b i l i t y of the lessor! , 
a o d i f such p a y m e n t o r t e n o t r is m a d e , t h i s lease s h a l l c o n t i n u e i n f o r c e a n d i t r h a l l be cons ide red t h a t cas is b r i n e proouceC f r o m the lease S r e m i M J i r . p a y m c 
Q u a n t i t i e s w j t n i n t h e m e a n i n c of i i a r a c r a p h 2 h e r e o f f o r o n * { I t y e a r f r o m the oUitc o f such p a y m e n t , a n d i r . l i k e m » n n < r subsequent a d v a n c e a n n u a l r o y a l t y 
p t y m r r . i t m a y be m a d e o r t ende red a n d t h i s lease ( h a d c o n t i n u e i n f o r c e a n d i ; w i l l be cons ide red : n a : r a s is b e i n g p r o d u c e d f r o m t he »eas*d p r e m i s e s i r . p a y i n g Quan
t i t i e s w i t h i n t he m e a n i n g of s a id p a r a c r a o h 2 d u r i n t r a n y a n n u a l p e r i o d f o r w h i c h sucn r o y a l t y is so p a i d o r t e n d e r e d . i « e p a y m e n t o r t e n d e r o f r o y a l t y m a y be 
m a o O by check o r c r a f t o f lessee, m a i l e d o r d e l i v e r e d t o aa id b a n k o r lessor, o r e i t h e r lessor i f m o r e t h a n one . R o y a l t y a c c r u i n g to t he o w n e r s t h e r e o f on a n y p roduc 
t i o n f r o m tne leased p r e m i ; e s d u r i n r a n y annua.! p e r i o d f o r w h i c h adx-ance r o y a i t y i t p a i d m a y be c r e d i t e d s n i n n sucn advance p a y m e n t . 

•t. Lessee is be r eoy c i v e n t ne p o w e r a n d r i e n t . as t o - a l l o r a n r p a r t o f l a n d desc r ibed h e r e i n a n d as to a n y one o r m o r e of tne f o r m a t i o n s t h e r e u n d e r a n d t n r 
d i n c r a i s t h e r e i n o r p r o c u r e d t n e r e f r o m . a t i t s o p t i o n a n d w i t h o u t lessor 's j o i n d e r o r f i - T t . i e r consen t , to a t a n y t i m e , a n d ^ r o m t i m e to t i m e , e i t n e r be fo r e o r a f t e r 
? r o a u c t i o r t . pool a n d u n i t i z e t he I r a s c n o i d es ta te a n d t h e lessor 's r o y a l t y estate c r e a t e d by t h i s lease w i t h t he n c n t s o f t h i r d p a r t i e s , i f a n y . i n a l l o r a n y p a r t of the 
l a n d d e s c r i b e d h e r e i n a n d w i t h a n y o t h e r l a n d , l a n d s , lease, leases, m i n e r a l a n d r o y a l t y r i i r n t a . o r any" o f t r . em a d j a c e n t , a d j o i n i n c . Or loca ted w i t h i n tne i m m e d i a t e 
v i c i n i t y o f t h i s lease, w n e t f t e r o w n e d by lessee o r some o t h e r p e r s o n . A r m or c o r p o r a t i o n , so as l o c rea te by such pooi i n c a n d u n i t i z a t i o n one o r m o r e d r i l l i n c 
o r p r o d u c t i o n u n i t s , w h e n to do so w o u l d , i n t r ie soie j u d c m e n l o f lessee, p r o m o t e t h e c o n s e r v a t i o n o f o i i . cas o r o t h e r m i n e r a l . £ a c n such d r i l l i n c o r p r o d u c t i o n 
u n i t , w n e n l i m i t e d to a n y one o r m o r e f o r m a t i o n s a n d to a n y one o r m o r e o i t h e m i n e r a l s t h e r e i n o r p roduced t h e r e f r o m , m a y f r o m t i m e to t i m e be en farced: 
a n d e x t e n d e d b r leasee to a d d i t i o n a l l y i n c l u d e any o t h e r f o r m a t i o n o r f o r m a t i o n s a n d any o t h e r m i n e r a l o r m i n e r a l s t n e r e i n o r p r o d u c e d t h e r e f r o m . A l s o , a n y sucr, 
u n i t m a y be a l t e r r d o r e n l a r g e d by lessee a t a n y l i m e so l o n e as tne t o t a l ac reace t h e r e i n does n o t exceed t he m a x i m u m h e r e i n a f t e r spec i f i ed . Er ich sue.-, d r i l l i n c o r 
p r o d u c t i o n u n i t s n a i l n o t exceed 40 acres , p l u s a n ac reace t o i e r a n c e n o t t o exceed t e n per c e n t ( 1 0 ^ ) o f *0 acres , w n e n c rea t ed f o r t he p u r p o s e o f d r i l l i n c f o r o r 
p roduc t n r o i l t h e r e f r o m a n d 640 acres, p lus a n ac reage t o i e r a n c e n o t to exceed l e n per cen t 1 1 0 ^ } o f £-10 acres , w h e n c rea ted f o r t he p u r p o s e o f d r i i i i n c f o r o r 
p r o d u c i n g r a a . condensa te o r any c o m b i n a t i o n o f such m i n e r a l s t h e r e f r o m ; p r o v i d e d , h o w e v e r , i f the m a x i m u m d r i l l i n c o r p r o d u c t i o n u n i t Kxed o r a l l o « ' « c by the 
r e i r u i a t o r y a u t h o r i t y . F e d e r a l o r S t a t e , h a v i n c j u r i s d i c t i o n i n t n e premises , as a basts f o r the d e v e l o p m e n t a n d o p e r a t i o n o f o r t . l e p r o d u c t i o n f r o m the ne id i n w h i c n 
t he above desc r ibed l a n d is l oca t ed , be m o r e o r ie>s t f t a n sa id m a x i m u m , m e n . i n e i t h e r such even t , eacn such u n i t c rea ted h e r e u n d e r s h a l l n o t exceed the m a x i m u m 
so p r e s c r i b e d o r p e r m i t t e d a n d i n f o r c e i n the field a t t h e t i m e sucn u n i t is c r e a t e d . A x to each such u n i t so c rea ted b y lessee, t h e r e s h a l l be a l l o c a t e d to the acreace 
covered by t h i s lease, a n d i n c l u d e d i n the pooied u n i t , sucn p o r t i o n o f t ne p r o d u c t i o n f r o m sa id u n i t as the n u m o e r o f acres o u t o f t h i s lease placed i n a n y such u n i t , 
as sucn u n i t f r o m t i m e t o l i m e m a y be c o n s t i t u t e d , bears to tne t o t a l n u m h e r o f acres i n c l u d e d i n such u n i t , a n d lessor agrees to accep t a n d sna i l receive the r o y a l 
t ies ( s h u t - i n o r o t n e r k i n d ) e l sewhere soec ined i n t h i s lea^e. based u p o n the p r o a u c t i o n so a l l o c a t e d t o t h i s lease o r i h e proceeds t h e r e f r o m . T h e c o m m e n c e m e n t , 
d r i l l i n c . c o m p l e t i o n o f . r e w o r k i n c o f o r p r o d u c t i o n f r o m a w e l l o n a n y p o r t i o n o f t he u n i t c r ea t ed h e r e u n d e r s h a l l have t he same e r t ec l u p o n t ne t e r m s of t h i s tease 
as i f a w e l l w e r e c o m m e n c e d , d r i l l e d , c o m p l e t e d , r e w o r k e d o r p r o Q w c m c o n the l a n d e m b r a c e d by t h i s lease. Lessee m a y place a n d use o n each u n i t c rea ted h e r e u n d e r 
c o m m o n m e a s u r i n g a n d r e w o r k i n c t a n k s f o r p r o d u c t i o n f r o m suca u n i t . I f lessee does c r e a t e a n y such u n i t o r u n i t s u n d e r t h e r i c h t a h e r e i n c r a n t e d . t h e n lessee * h a l l 
execute »n w r t t i n c a n d r e c o r d i n the c o u n t y o r c o u n t i e n i n w h i c h eacn such u n i t o r u n i t s c r ea t ed h e r e u n d e r m a y be loca ted an i n s t r u m e n t t d e n t i f y i n c a n d d e s c r i b i n c 
escn such u n i t o r u n i t x so c r m t e d . T h e d e v e l o p m e n t o f a n d p r o d u c t i o n f r o m each such u n i t s h a l l be i n acco rdance w i t h i h e v a l i d o r d e r s , n i l e * a n d r e c u i a t i o n s of tne 
l a w f u l a u t h o r i t y , e i t h e r F e d e r a l o r S t a t e , h a v i n c j u r i s d i c t i o n i n t he p remises . A n y such u n i t c r ea t ed by leasee i n accordance w i t h t he t e r m s h e r e o f m a y be r r iensed 
a n d d i s so lved by lessee by a release h ied f o r r e c o r d i n the c o u n t y o r cnun t i e s i n w h i c h such u n i t is loca ted a t a n y l i m e a f t e r i h e c o m p l e t i o n o f a d r y hote o r the Cessa
t i o n o f p r o d u c t i o n o n such u n i t . T h e p r o v i s i o n s o f t h i s p a r a g r a p h s h a l l be c o n s t r u e d as a c o v e n a n t r u n n i n c w i t h the l a n d a n d s h a l l i n u r e to t he b e n e f i t o f a n d be b » n d -
i n c u p o n t he p a r t i e s h e r e t o , t h e i r he i r s , l e c a l r e p r e s e n t a t i v e s , successors a n d a s s i c n s . 

5. I f a t t he c a o i r a t i o n o f t h * p r i m a r y t e r m . o i l . i ras . o r o t h e r m i n e r a l ia not b e m c p roduced o n said l a n d , o r f r o m l a n d pooied t h e r e w i t h , b u t Leasee is t h e n 
e n c n c « i i n d r i l l i n c o r r e w o r k i n i : o p e r a t i o n s t h e r e o n , o r s n a i l have c o m p l e t e d a d r y ho ie t h e r e o n w , e h i n 90 day* p r i o r t o t he end o i t n e p r i m a r y t e r m , t he lease s h a l l 
r e m a i n i n f o r c e so l o n e as o i » e r a t i o n s o n said w e l l o r f o r d r i l l i n c o r r e * o r k m c of a n y a d d i t i o n a l w e l l a r e prosecuted w i L h no cessa t ion o f m o r e t h a n 30 consecu t ive 
days , a n d i f t h e y r e s u l t i n t he p r o d u c t i o n o f o i l . cas o r o t h e r m i n e r a l , so l o n e t h e r e a f t e r as o i l . c a* . o r o t h e r m i n e r a l is p roduced f r o m j « i d l a n d , o r f r o m l a n d pooled 
t h e r e w i t h - I f . a i t e r tne e x o i r a t i o n o f the p r i m a r y t e r m o f t h i s lease a n d a f t e r o i l . i raa. o r o t h e r m i n e r a l i s p roduced f r o m said l a n d , o r f r o m lan . t pooled t h e r e w i t h , the 
p r o a u c t i o n t h e r e o f s n o u l d r r s » e f r o m a n y cause, t h i s !*»»« sna i l n o t T e r m i n a t e i f L e s > e » commences o u e r a t i o n s f o r d r i l l i n c o r r e w o r k i n g w i i h i n 90 days a l t e r the 
cessat ion o f such p r o d u c t i o n , bu t sha f t r e m a i n i n f o r c e a n d e f f e c t so l o n e as sucn or<erat ions a r e p rosecu ted >~tth no cessa t ion ot* m o r e t h a n 90 consecu t i ve days , 
a n d i f t hey r e s u l t i n t he p r o d u c t i o n o f o i l . r a s . o r o t h e r m i n e r a l , so l o n e t h e r e a f t e r as o i l . i r n . o r o t h e r m i n e r a l is p roduced f r o m said l a n d , o r f r o m l a n d pooied 
t h e r e w i t h , l n t he even t a w « H o r we l l s p r o d u c i n g o i l o r r a s i n pay i n c q u a n t i t i e s shou ld be b r o u c h t i n on a d j a c e n t l a n d a n d w i t h i n ^00 f e e l o f a n d d r a i n i n c t he leased 
premises o r l a n d pooied t h e r e w i t h . Lessee sc rees to d r i l l such o f f s e t w e l l o r w e l i * as a r e a s o n a b l y p r u d e n t o p e r a t o r w o u i d d r i l l u n d e r the s ame o r s i m i l a r c i r c u m s t a n c e s . 

6. Lessee s h a l l have f r e e use o f o i l . cas . a n d w a t e r f r o m sa id l a n d , e.vceut ^ a i f f f r o m lessor 's w e l l s a n d t a n k s , f o r a l l o p e r a t i o n s h e r e u n d e r , i n c l u d i n g - r e i i r e s t u r -
i n c . p ressu re m a i n t e n a n c e , c y c i i n c . a n d s econda ry r c c o ^ r r y o ive ra t ions . a n d tne r o y a l t y s h a l l be c o m p u t e d a f t e r deUue f . nc a n y so uf.ed. L e » ^ e e s n a i l h a v « m e n c n t at 
any l i m e d u r i n g o r a f t e r t he e x p i r a t i o n o f t h i s lease to r e m o v e a l l p r o p e r t y a n d rixture* placed hy lessee on sa.d l a n d , i n c i u d i n c l h e n i r h t t o d r a w a n d r e m o v e a l l 
r a s i n c . W h e n r e q u i r e d by lessor. lessee w i l l b u r y a l l p i p e l i ne s be io- - o r t i t n ^ r r P">~ d c P ' h . a n d no w e l l s h a l l be d r i l l e d w i i . i m t w o h u n d r e d fee t {-00 f t . ) of any 
res idence o r b a r n n o w o n said l a n d w i t h o u t lessor 's consen t . 

7. T h e r i c h t a o f e i t h e r p a r t y h e r e u n d e r m a y be a * . « . c n e d i n w h o l e o r i n p a r t a n d the p r o v i s i o n s hereof sha l l ex t end to the he i r s , execu to r s , a d m i n i s t r a t o r s , suc
cessors, a n d a s . i c n s . b u t no c n a n c e o r d i v i s . o n i n o w n e r s h i p o f the l a n d , r e n t a l s o r r o y n i t i e s . h o w e v e r a c c o m p i i s n e d . sna i l o i ^ r a i e to r n l a r c e t he o b l i c a t i o n s o r O i m m -
ish the n c n t s o f lessee N o such Chance o r d i v i s i o n i n the o w n e r s h i p o f the l a n d . r r n t * l * o r r o y a l t i e s sna i l be b . n u i n c u p o n les-ee f o r a n y purpose u n t i l sucn Person 
a c g u i r i n c a n y i n t e r e s t has f u r n i s h e d lessee w i t h the i n s t r u m e n t o r i n s t r u m e n t s , o r c e r t i f i e d cop.es t h e r e o f , c o n s t i t u t i n g - h is c n a m o f t i t l e f r o m the oc te t n i l lessor. A n 
a s . i c n m e n t o f t h i s lease, i n w n o l e o r i n p a r t , s h a l l , to the e x t e n t o f such a s s i g n m e n t , r e l i eve a n d d i s c h a r c e les-see o f any o b l i c a t i o n s h e r e u n d e r , a n d . i . l e s ^ e or 
» i . c n r r o ( p a r t o r p a r t s h e r e o f s h a l l / a i l l o r o m t i i y w i t h a n y p r o v i s i o n of the lease, such d e f a u l t s n a i l no t a l f e c t : h i s Ie*>e m *> f a r as i t covers a p a r t of sa id lanos 
upon w n i c h lessee o r a n y a . s i c n e * t h e r e o f sha l l n o t be <n d e f a u l t . Shou id more t h a n s ix u n m e * become e n t i t l e d to r o y a l t i e s h e r e u n d e r . Lessee m a y r equ i r e the a p e o i m -
m e n t ot a s i n v l e s c e n t to receive p a y m e n t f o r a i l a n d m a y w i m h o l d p a y m e n t u n t i l such a p p o i n t m e n t hns been mnoe . 

3 W h e n d r i l l i n g o r o t h e r o p e r a t i o n s a re de layed o r i n i e r r u o t e d by s l o r m . rtftod. Or o t h e r act o f C o d . fire. w a r . r e b e l l i o n , i n s u r r e c t i o n , r i o t , s t r i k e s , d i f f e r ences 
w , ( h w o r k m e n o r f a i l u r e o f c a r r i e r s to t r a n s p o r t o r f u r n . - h f a c i l i t i e s f o r t r a n s p o r t a t i o n , o r as a r e su l t of some o r d e r , r e q u i s i t i o n o r nece - s i t y Of the e o v e r n m e n t . or 
ss a r e su l t o f s n y cause w n a t s o e v e r b e y o n d the c o n t r o l o f the (esse*, the t i m e of sucn d e i a y o r i n t e r r u p t i o n m a i l no t be c o u n t e d a c a m s t lessee, a n y t n m c »n t h i s ,e**e 
to the c o n t r a r y n o t w . t h - u a n Q i n c . A l l express o r i m p l i e d c o v e n a n t * o f i h . * i e * « s h a l l he s u b j e c t to al t Fede ra l a n d Sta te l aw* . E x e c u t i v e orUers . r u l e * o r r e c u s a t i o n , 
and tA.s lease s h a l l not be t e r m i n a t e d , i n w n o l e o r i n p a r t , n o r le*»ee hei . l l i a b l e i n d - m a c e * f o r f a i l u r e to c o m p l y t h e r e w i t h i f c o m p l i a n c e is p r e v e n t e d by . Or t f sucn 
f a i l u r e is the r e s u l t o f , a n y sucn l a w . o r d e r , r u i e o r r e c u . a t i o n . A n d i f f r o m sucn cau*e lessee is p r e v e n t e d f r o m c o n d u c t i n g d r i l l i n c o r r e w o r k i n c o p e r a t i o n s On. or 
p r o d u c i n g o i i Of vas f r o m the leased p remises o r l a n d r*x>le*i t h e r e w i t h , [he l i m e w h i l e le^-ee is >o p r e v e n t e d sna i l no t he c o u n t e d a c a . n s t lessee, a n d t h j j lease m a l l be 
ex tended f o r a Per iod o f l i m e equa l l o l h a t d u r i n c w h i c h such lessee is so p feven te -1 f r o m c o n d u c t m c d r i l l i n c o r r e w o r k i n c o p e r a t i o n s o n . Or p r o d u c i n g o i l o r f r o m , 
such leased p remises o r t a n d pooled t h e r e w i t h , no t w i t h s t a n d i n g ' any o t h e r p r o v i s i o n he reo f . 

9 T h e b r e - r n by lessee o f a n y o b l i c a t i o n a r i a i n c h e r e u n d e r s h a l l not w o r k * f o r f e i t u r e o r t e r m i n a t i o n o f t h i s lease n o r c a u » e * t e r m i n a t i o n o r r e v i s i o n of 
the es ta te c r ea t ed he reby n o r be g r o u n d - l o r c a n c e l l a t i o n he reo f i n w n o l e o r i n p a r t . I n t he even t l r*«>r cons .ders t h a t O r - r a t i o n s are not a t s n y t i m e be .nc conduc ted 
i n c o m p l i a n c e w ) t h t h i s lease le-*or * h a l l n o l i f y i n w r i l i n c of the f a c t s r r i i e d u p o n a» c o n s t i t u t i n c a b reacn nereof . a n d lessee, i f i n d e i a u l l . sna i l have s,*ty 
days a f t e r r e c e i p i o f such n o t i c e i n w h i c h to c o m m e n c e the c o m p l i a n c e - , t h the o h l , y » t . o n » i m p o » e d by v i r t u e o f t h i s i n s t r u m e n t . A f t e r the d i s c o v e r y o f o i l . vas or 
o t h e r m i n e r a l i n p a y m « q u a n t i t i e s on sa.d p r e m i s e s . lessee sha l l r e a sonab ly d e » e t o o the a c r e . e e r e t a i n e d n r r r u n o u t , bu t i n d i s c n a r i r m c l h i s o b h t r a u o n i t s n a i l i n no 
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b« r « u . r « to d r i l l m o r , t n . n o n , - - i l " > ' • • > • » • r r . . . n ~ I n , r . u n o . r . n o r . w b . . of | . ~ i « < « c o i i ir. , » > , n . - , . . ™ i , r . » n d „ „ . , , 
»<0 > < m p l u i . n . c r r . i t c l o i r r . n r r l>ol l o r i r r r d I O ' - , of i . O « < r r . o f i n . . f r . r r l . m r * . n d c . p . o . r o f t m l u n n c O l o r o t h e r m m r r . l i i n | . I > » o u . n l i u . , 

10 u » M > r S « r « b r . . r r . n l s i n j i r m i l o J r f c n d I h . l l t l . t o l A i d l a n d . i n d t h . t l r ~ * « . . 1 i t . o p t i o n . m » r d u r n . r . r » n v U t . m o r t c . r . . Of o l h . - l i . i t upor. 
• j I . - J i - I I , - - . - « i ] . , . . . j o # i *o l l l h . I I l u o n w u l n i t o t g e n l i r n w i t h t h . r i r f h t to m f o r n . n d i t ' i i l y r o r . l l i r s » f t r v i f t i ' h r r r u n o r r t n - . r d ? . t i , | y i n r l . i d i i t n a . a n d in I f l r e . r n t i r i i r * w i r»i- •* * ^ • j i . . 
m W thou t . i m p i i t m t n L o f i r s l e r ' l n e h U u n d r r t h r * » r r . n t y i n t h . r . m l o f f » i l « i r r of l l t l . . l l t* « i r i f n i l h « t . i f l r * , o r o w n . i n i n t r r . l t i n . . . a L n d t h . n t h r 

• n t t r r f r « i i m n i r r » l * l « t h e n t h * r o y . l u n t o t-r P*"* J r*w>r , h . l l b . r n J u r r O p r o p o r t i o n a t e l y ; s h o u l d » n y o n r o r m o r t of u t . p . r t i r t n . m r d fcbn.r K I \ r \ ~ v r t f . i l l o 
t T r r a u * h i » " . « « • « . i t n t . l l n . v . r u t . i . " b r b i n d i n * u p o n u t . p . r t r or p « r ; i » . « , r < u l i n i r I S , » . m , . 

\ \ Lr.«»*r i t a / h i » , u r c e « " O r > » n d »»» i i rn» . i h . l l h . v . t h . r i . h t x t » n r t i m . l o l u r r r n r i r ' t h i l t****. i n . h o i * o r i n p . r l . t o I . . . o r o r hi» h . i r i j n d » . . i c n » by 
d - i i . e i n c o r m a i l i n c » r « i * » » * I M . ' r o f l o t h « l r « w r . or by p l . c i n i ; « r . i r . . . l h r r ~ > l of r . c o r t l i n i n . c o u n t y i n » n i c h » . i d l . n d i t i i l u . l r d ; t h r r r u p o n I c r r i n . I ! br 
r . l i r . r d f r o m n i l o b i i c . l i o n , . r . t p r « . » r d o r i m p l i r d . o l t h . l . i r ^ m . n t > . lo I h . . r r r . n e *> . u r r r n d r r r d . 

I N ' W I T N E S S W H E R E O F . w * • • sn f r d « y « n d y . « r f i r i l « i x> - r w n c i r n . 

WITNESSES: • — • 

S I N G L E A C K N O W L E D G M E N T 

T H E S T A T E O F T E X A S , \ , BEFORE ME, the undersigned, a NoUry Public 
COUNTY 0 " j 

in and for said County, Texas, on this day personally appeared 

known to me to be the person whose name subscribed to the foregoing instrument, and acknowledged to 

me that he executed the same for the purposes and consideration therein expressed. 

GIVEN UNDER M Y H A N D AND SEAL OF OFFICE, This day of A D. 19 

(L.S.) 

SINGLE ACKNOWLEDGMENT 

THE STATE' OF TEXAS, 
COUNTY OF 

, in and ior said County, Texas, on this day personally appeared 

known to me to be the person whose name subscribed to the foregoing instrument, and acknowledged to 

me that he executed the same for the purposes and consideration therein expressed. 

GIVEN UNDER MY H A N D A N D SEAL OF OFFICE, This cay of : A D. 19 

BEFORE ME, the undersigned, a Notary Public, 

( L . S.) 

CORPORATION ACKNOWLEDGMENT 

THE STATE OF TEXAS, 1 . „ . . . v 

' > Br-rOR— ^Ic , tne unaerstened, a Notary ?UD1IC. 
COUNTY OF / 

-—— , in and fo r said County, Texas, on this day personally appeared 

.known to me to be the person and ofneer 
wnose name is subscribed to the foregoing instrument and acknowledged to rne that the same was the act of the said 

a corporation, and that he executed the same as the act of such corporation fo r the purposes and consideration therein 
expressed, and in the capacity therein stated. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE. This day of A D. 19 

(L. S.) 
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EXHIBIT 

ttached to and made a part of t h a t c e r t a i n O p e r a t i n g A g r e e m e n t d a t e d O c t o b e r 1 . 
)y a n d b e t w e e n OGS O p e r a t i n g Company , I n c . , as O p e r a t o r , a n d O ' B r i e n 
Simpson E x p l o r a t i o n Company, e t a l , as Non -Operators, covering the B l u i t t 
Prospect i n Roosevelt County, New Mexico. (NM015) (Seciton 1«5: N/2) 

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

2. Statement and Billings 

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

3. Advances and Payments by Non-Operators 

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the bill
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each 
monthly billing to reflect advances received from the Non-Operators. 

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect a t - F i r s t C i t y 
B a n k O f M i d l a n d , TexaSm the first day of the month in which delinquency occurs plus 1% or the maximum 
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever 
is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts. 

4. Adjustments 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof; 
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year, 
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on 
Operator for adjustment No adjustment favorable to Operator shall be made unless it is made within the same prescribed 
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable 
Material as provided for in Section V. 

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies. 
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5. Audits 

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time 
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section 
I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. 

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

6. Approval By Non-Operators 

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

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

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

2. Rentals and Royalties 

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

3. Labor 

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

(2) Salaries of First Level Supervisors iXXKtfXjMX e m p l o y e d i n c o n n e c t i o n w i t h t h e J o i n t 
P r o p e r t y . 

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

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

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

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

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph 
3A of this Section I I . 

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement, stock 
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Joint 
Account under Paragraphs 3A and 3B of this Section I I shall be Operator's actual cost not to exceed the percent most recent
ly recommended by the Council of Petroleum Accountants Societies. 

5. Material 

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

6. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 

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

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

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
10 of Section I I and 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 overhead rates. 
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint 
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed 
E i g h t y percent(80.0 %) per annum. Such rates shall not exceed average commercial rates currently pre
vailing in the immediate area of the Joint Property. 

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

9. Damages and Losses to Joint Property 

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

10. Legal Expense 

A . Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and 
• amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect 

or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of outside attor
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the 
overhead provisions of Section I I I unless otherwise agreed to by the Parties, except as provided in Section I , Paragraph 
3. 

B. Expenses i n c u r r e d by Operator i n r e p r e s e n t i n g the j o i n t p roperty a t hear
ings or proceedings before s t a t e or f e d e r a l r e g u l a t o r y or a d m i n s t r a t i v e agenci 

11. Tares 

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo
rem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding 
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance 
with the tax value generated by each party's working interest. 

12. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the 
-event Joint Oporationo arc conducted in a state in which Operator may act as coif'insurer for Worker's Compensation and/ 
ui Emplu.ici a Liability under the rcapcctivc state's lawo, Operator may, at its election, include the risk under its aclf 
iiijui auti pio£Tnm and in that event, Operator ehall include a ohargo at Oporator'o ooot not to o.voood manual ratoo. 

13. Abandonment and Reclamation 

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory 
authority. 

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and 
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint 
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section I I . 

15. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I , or in Section I I I and which 
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint 
Operations. 
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I I I . OVERHEAD 

1. Overhead - Drilling and Producing Operations 

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

( X) Fixed Rate Basis, Paragraph IA, or 
(—) Percentage Basis, Paragraph IB 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
3A, Section I I . The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates 
provided for in the above selected Paragraph of this Section I I I unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account. 

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

•(—) shall bo covered by tho overhead rates, or— 
(X) shall not be covered by the overhead rates. 

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

~{—) shall be cincied by the overhead rates, or 
( 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 $ 31 000 . 00 
(Prorated for less than a full month) 

Producing Well Rate $ 300 . 00 

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

(a) Drilling Well Rate 

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

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

(b) Producing Well Rates 

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

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

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

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

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

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

ft—Cheiltead - Percentage Daaia 

-fr)—Opeiatoi. shall charge the Joint Account at the following rates: 
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: BS-
Percent ( %) tho cost of development of the Joint Property exclusive of oostc providgd-

under Paragraph 10 of Section I I and all salvage credits. 

(b) Operating -^^^ 

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

(2) Application of Overhead - Percentage Basjs-shaTl be as follows: 

For the purpose of determining^hafges on a percentage basis under Paragraph IB of this Section I I I , development 
shall include all costs hj^eerfnection with drilling, redrilling, deepening, or any remedial operations on any or all 
wells involving tbe-tiseof drilling rig and crew capable of drilling to the producing interval on the Joint Prop
erty; alscMjjpeffininary expenditures necessary in preparation for drilling and expenditures incurred in abandoning 
wheji-thewell is not completed as a producer, and original cost of construction or installation of fixed assets, the 

^_^-ex"pansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction as 
* ^ defined in Paragraph 2 of thia Section I I I . AH other costs shall bo considered as operating. 

2. Overhead -- Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of $25 , 000 . 00 : 

A. 3 - 0 % of first $100,000 or total cost if less, plus 

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

C. 1 • 0 % 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 shali not be treated separately and the cost of drilling and workover wells and artificial l i f t equipment shall be 
excluded. 

3. Catastrophe Overhead 

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

A 3_-_P_ % of total costs through $100,000; plus ^ 

B 2_̂_0_ % of total costs in excess of $100,000 but less than $1,000,000; plus 

C. 1 • 0 % of total costs in excess of $1,000,000. 

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

4. Amendment of Rates 

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

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator's 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus 
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders. 
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B 
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties. 

1. Purchases 

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of 
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account 
when adjustment has been received by the Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator, 
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts: 
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A. New Materia! (Condition A) 

(1) Tubular Goods Other than Line Pipe 

(a) Tubular goods, except l i n e pipe, s h a l l be p r i c e d a t the c u r r e n t new 
p r i c e i n e f f e c t on date of movement on a maximum carload or barge 
load weight basis, regardless of q u a n t i t y t r a n s f e r r e d , equalized t o 
the lowest published p r i c e f.o.b. r a i l w a y r e c e i v i n g p o i n t or 
recognized barge t e r m i n a l nearest the J o i n t Property where such 
M a t e r i a l i s normally a v a i l a b l e . 

(2) Line Pipe 
(a) Movement of less than 30,000 pounds s h a l l be p r i c e d a t the 

cu r r e n t new p r i c e , i n e f f e c t a t date of movement, as l i s t e d by 
a r e l i a b l e supply sto r e nearest the J o i n t Property where such 
M a t e r i a l i s normally a v a i l a b l e . 

(b) Movement of 30,000 pounds or more s h a l l be p r i c e d under p r o v i s i o n s 
of t u b u l a r goods p r i c i n g i n Paragraph 2A (1) of t h i s Section IV. 

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

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

B. Good Used Material (Condition B) 

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

(1) Material moved to the Joint Property 

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

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

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

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

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

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

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

C. Other Used Material 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until after recon
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of 
reconditioning shall be charged to the receiving property, provided Condition C vaiue plus cost of reconditioning 
does not exceed Condition B value. 
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Iffil 
(2) Condition D 

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

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

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

(3) Condition E 

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

D. Obsolete Material 

Material which is serviceable and usable for its original function but condition and/or value of such Material is not 
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties. 
Such price should result in the Joint Account being charged with the value of the service rendered by such Material. 

E. Pricing; Conditions 

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

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

3. Premium Prices 

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

4. Warranty of Material Furnished By Operator 

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

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice 
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that 
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven
tory shall bind Non-Operators to accept the inventory, taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six 
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for 
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property. 
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change 
of Operator, all Parties shall be governed by such inventory. 

4. Expense of Conducting Inventories 

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in
ventories required due to change of Operator shall be charged to the Joint Account. 
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EXHIBIT "D" 

Attached to and made a part of that certain Operating Agreement dated 
October 1, 1989, by and between CGS Operating Company, Inc., as Operator, 
and O'Brien Goins Simpson Exploration Company, et a l , as Non-Operators, 

covering the B l u i t t Prospect, Roosevelt County, New Mexico. (NM015) 

At a l l times during the conducting of operations hereunder, Operator shall 
rtaintain i n force tlie following insurance: 

A. Worker's Compensation to satisfy the requirements of any State or Federal 
Worker's Compensation Act applicable to operations conducted by the Opera
tor for the Joint Account, including Employer's L i a b i l i t y Insurance, with 
limits sufficient to satisfy the underlying insurance requirements of the 
Umbrella Excess Policy described i n Paragraph D. of t h i s Section. 

B. Comprehensive General L i a b i l i t y , including Contractual L i a b i l i t y , for 
bodily injury and property damage, with l i m i t s of l i a b i l i t y not less than 
$300,000.00 covering injury to or death of one person and not less than 
$300,000.00 covering injury to or death of more than one person by reason 
of one accident, and Property Damage L i a b i l i t y Insurance v/ith limits of 
not less than $100,000.00 for each accident and 5100,000.00 i n the aggre
gate and sufficient to satisfy the underlying insurance requirements of 
the Umbrella Excess Policy described i n Paragraph D. of thi s Section. 

C. Comprehensive Automobile L i a b i l i t y , including l i a b i l i t y arising out of 
non-owned and hired cars, for bodily injury and property damage with 
limits of l i a b i l i t y sufficient to satisfy the underlying insurance re
quirements of the Umbrella Excess Policy described i n Paragraph D. of this 
Section. 

D. Umbrella Excess L i a b i l i t y with a l i m i t of $5 million. 

E. Operator's Extra Expense — C o n t r o l of Well, as respects d r i l l i n g , deepen-
ing, or workover wells, including (1) the cost of control of a well i n the 
event of a blowout; (2) Bodily Injury or Property Damage L i a b i l i t y caused 
by pollution, seepage or contamination; (3) pollution cleanup; (4) extin
guishing of an o i l or gas well f i r e ; and (5) redrilling/recompletion of 
the well, with a l i m i t of $3,000,000.00 for wells less than 10,000 feet i n 
depth and $5,000,000.00 for wells i n excess of 10,000 feet i n depth. 

A l l premiums paid on such insurance shall be charged to the Joint Account. 
Except by mutual consent of the parties, no other insurance shall be maintained for 
the Joint Account and a l l losses not covered by such insurance shall be charged to 
the Joint Account. 

The failure of the above described policies to cover any loss that may occur, 
or the insolvency of the insurance carrier selected by the Operator, shall not be 
deemed negligence of the Operator or lack of due diligence upon the part of the 
Operator. 

In the event any insurance on this Exhibit i s not available (or becomes un
available) at reasonable premium rates i n the judgement of the Operator, then the 
Operator shall not be required to obtain or continue such insurance i n force. 

END OF EXHIBIT "D" 
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EXHIBIT "E" 

Attached to and made a part of that certain Operating Agreement dated 
October 1, 1989, by and between OGS Operating Company, Inc., as Operator, 
and O'Brien Goins Simpson Exploration Company, et a l , as Non-Operators, 

covering the B l u i t t Prospect, Roosevelt County, New Mexico. (NM015) 

GAS STORAGE AND BAL/̂ NCING AGREEf ENT 

(1) During the period or periods when any party hereto has no market for, or i t s 
purchaser i s unable to take, or i f any party f a i l s to take, i t s share of gas 
(such a party or parties called individually or collectively "underproduced 
party"), the other party or parties (called individually or collectively "over
produced party") shall be entitled to produce each month one hundred percent 
(100%) of the allowable gas production assigned to the Unit Area by the appro
priate governmental entity having jurisdiction, and such overproduced party 
shall have the righ t to take a l l of the share of the underproduced party, 
subject to the provisions hereof, u n t i l such underproduced party shall exercise 
i t s rights to take i t s share of such gas production. A l l parties hereto shall 
share i n and own a l l the condensate as actually recovered at the surface i n 
accordance with their respective interests, but the overproduced party taking 
a l l such gas may s e l l and deliver a l l such gas to i t s purchaser (s), subject to 
tha provisions hereof. Thereafter each underproduced party shall be credited 
with gas i n storage equal to i t s share of the gas produced, less i t s share of 
gas used i n lease operations, vented or lost. Operator shall maintain a 
current account of the gas balance between the parties and shall furnish a l l 
parties hereto monthly statements showing the t o t a l quantity of gas produced, 
used i n lease operations, vented and/or lost, and the t o t a l quantity of 

• condensate recovered. 

(2) After notice to Operator and the crt/erproduced party, an underproduced party may 
begin taking and/or delivering i t s share of the gas produced. In addition to 
i t s share, each underproduced party, u n t i l i t has recovered i t s gas i n storage 
and balanced i t s gas account, shall be entitled to take or deliver a volume of 
gas equal to thirty-seven and one-half percent (37-1/2%) of the overproduced 
party's share of gas produced. I f "underproduced party' constitutes more than 
one party entitled to the additional gas produced, such parties shall divide 
such additional gas i n accordance with their shares of Unit participation. 

(3) At a l l times while gas i s produced from the Unit Area, each party shall make 
appropriate settlement of a l l royalties, overriding royalty interests, and 
other lik e payments for which i t i s responsible (referred to collectively as 
"royalty") as i f each party were actual ly. taking or delivering to a purchaser 
i t s share, and i t s share only, of such gas production, provided that during any 
period of imbalance, the overproduced party shall remit to the underproduced 
party the royalty share of production proceeds of the underbalanced party's 
Unit share of gas being taken by the overproduced party. In l i e u of making 
payment of such royalty share of proceeds to the underproduced party, the 
overproduced party may, i f i t so elects, make payment directly to the royalty 
owners of the underproduced party. 

(4) Each party producing and/or delivering gas to i t s purchaser (s) shall pay any 
and a l l production taxes due on such gas. 

(5) Vvhen the gas sales from a reservoir i n a gas well permanently cease, Operator 
shall be responsible for determining the f i n a l account of underproduction and 
overproduction. Each overproduced party shall .compensate each underproduced 

- party i n accordance with said accounting with a sum of money equal to the 
amount actually received from the sale of underproduced party's share of gas by 
such overproduced party during each period of overproduction not theretofore 
recovered by underproduced party pursuant to Paragraph (2) above, less applica
ble taxes, on a cumulative basis. Payment for such overproduction shall be i n 
the order of accrual with actual recovery of underproduced gas by underproduced 
party prior to such cessation of production being accounted for as to storage 
and withdrawal on a f i r s t i n - f i r s t out basis. I f such overproduced party has 
paid the royalties attributable to such overproduction, the amount of such 
royalties shall be deducted from such payment. 
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EXHIBIT "E1 II 

(6) Tlie provisions of this agreement shall be separately applicable to each well 
and each reservoir within each well to the end that production from one reser
voir i n a gas well may not be u t i l i z e d for the purpose of balancing underpro
duction from other reservoirs or gas wells. 

(7) Nothing herein contained snail change or affect each party's obligation to pay 
i t s proportionate share of a l l costs and l i a b i l i t i e s incurred i n j o i n t op
erations as i t s share thereof i s set forth i n the above described Operating 
Agreement. 

END OF EXHIBIT "E" 
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EXHIBIT "F" 

Attached to and made a part of that certain Operating Agreement dated 
October 1, 1989, by and between OGS Operating Company, Inc., as Operator, 
and O'Brien Goins Simpson Exploration Company, et a i , as Non-Operators, 

covering the B l u i t t Prospect, Poosevelt County, New Mexico. (NM015) 

EQUAL EMPLOYMENT OPPORTUNITY PROVISION 

During the performance of this contract, the Operator agrees as follows: 

1) The Operator w i l l not discriminate against any employee or applicant for 
employment because of race, color, religion, sex or national origin. The 
Operator w i l l 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, o r transfer, recruitment or recruitment advertising; layoff or 
termination; rates of pay or other form of compensation; and selection for 
training including apprenticeship. The Operator agrees to post i n con
spicuous places, available to employees and applicants for employment 
notices to be provided for the contracting officer setting forth the 
provision of th i s non-discriiiu_nation clause. 

2) The Operator w i l l , i n a l l solicitations or advertisements for employees 
placed by or on behalf of the Operator, state that a l l qualified appli
cants w i l l receive consideration for employment without regard to race, 
color, religion, sex or national origin. 

3) The Operator w i l l send to each labor union or representative of workers 
with which i t has a collective bargaining agreement or other contract or 
understanding, a notice to be provided by the agency contracting officer, 
advising the labor union cr workers' representative of the Operator's 
conraitments under Section 202 of Executive Order No. 11246 of September 
24, 1965, and shall post copies of the notice i n conspicuous places 
available to employees and applicants for employment. 

4) The Operator w i l l comply with a l l provisions of Executive Order No. 11246 
of September 24, 1965, and the rules, regulations, and relevant orders of 
the Secretary of Labor. 

5) The Operator w i l l furnish a l l information and reports required by Execu
tive Order No. 11246 of September 24, 1965, and by the rules, regulations 
and orders of the Secretary of Labor, or pursuant thereto, and w i l l permit 
access to i t s books, records, and accounts by the contracting agency and 
the Secretary of Labor for purposes of investigation to ascertain compli
ance with such rules, regulations and orders. 

6) In the event of Operator's non-compliance with the non-discrimination 
clauses of this contract or with any such rules, regulations, or orders,, 
thi s contract may be cancelled, terminated or suspended i n whole or i n 
part and the Operator may be declared ineligible for further Government 
contracts i n accordance with procedures authorized i n Executive Order No. 
11246 of September 24, 1965, and such other sanctions may be imposed and 
remedies invoked as provided i n Executive Order No. 11246 of September 24, 
1965, or by rules, regulations, or order of the Secretary of Labor, or as 

_ otherwise provided by law. 

7) The Operator w i l l include-the provisions of paragraph (1) through (7) i n 
every subcontract or purchase order unless exempted by rules, regulations, 
or orders of the Secretary of labor issued pursuant to Section 204 of 
Executive Order No. 11246 of September 24, 1965, so that such provisions 
w i l l be binding upon each subcontract or vendor. The Operator w i l l 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 non-compliance: Provided, however that i n the 
event the Operator becomes involved i n , or i s threatened with, l i t i g a t i o n 
with a subcontractor or vendor as a result of such direction by the 
contracting agency, the Operator may request the United States to enter 
into such l i t i g a t i o n to protect the interests of the United States. 
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EXHIBIT "F 

Operator acknowledges that i t may be required to f i l e Standard Form 100 (EEO-1) 
promulgated j o i n t l y by the Office of Federal Contract Compliance, the Equal Employ
ment Opportunity Commission and Plans for Progress with the appropriate agency 
within t h i r t y (30) days of the date of contract award i f such report has not been 
f i l e d for the current year and otherwise comply with or f i l e such other cornpliance 
reports as may be required under Executive Order No. 11246, as amended, and Pules 
and Regulations adopted thereunder. 

Operator further acknowledges that i t may be required to develop a written 
affirmative action compliance program as required by the Rules and Regulations 
approved by the Secretary of Labor under authority of Executive Order No. 11246 and 
supply Non-Operators with a copy of such program i f they so request. 

Operator assures Non-Operators that i t does not and w i l l not maintain or 
provide; for i t s employees any segregated f a c i l i t i e s at any of i t s establishments, 
and that i t does not and w i l l not permit i t s employees to perform their services at 
any location,: under i t s control, where segregated f a c i l i t i e s are maintained. For 
this purpose, i t i s understood that the phrase "segregated f a c i l i t i e s " includes 
f a c i l i t i e s which are i n fact segregated on basis of race, color, religion or national 
origin, because of habit, local custom or otherwise. I t i s further understood and 
agreed that maintaining or providing segregated f a c i l i t i e s for i t s employees or 
permitting i t s employees to perform their services at any location under i t s control 
where segregated f a c i l i t i e s are maintained i s a violation of the equal opportunity 
clause required by Executive Order No. 11246 of September 24, 1965. 

- Operator Ifurther understands and agrees that a breach of the assurance herein 
contained subjects i t to the provisions. of .the Order at 41 CFR Chapter 60 the The 
Secretary of Tabor dated May 21, 1968, and the provisions of the equal opportunity-
clause enumerated contracts between the United States of America and Non-Operators. 

Whoever knowingly and w i l l f u l l y makes any false, f i c t i t i o u s or fraudulent 
representation may be liable to criminal prosecution under 18 U.S.C. 1001. 

CERTIFICATION OF NĈ SEGREGATED FACILITIES 

END OF EXHIBIT "F1 
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EXHIBIT "1" 

Attached to and made a part of that certain Operating Agreement dated 
October 1, 1989, by and between OGS Operating Company, Inc., as Operator, 
and O'Brien Goins Simpson Exploration Company, et a l , as tfcn-Operators, 

covering the B l u i t t Prospect, Roosevelt County, New Mexico. (NM015) 

MEMORANDUM OF OPERATING AGREEMENT 

STATE OF NEW MEXICO § 

COUNTY OF ROOSEVELT § 

Reference i s made to that certain Model Form Operating Agreement, A.A.P.L. 
Form 610-1982, dated the 1st day of October, 1989, wherein OGS Operating Company, 
Inc., whose address i s 550 W. Texas, Suite 1140, Midland, Texas 79701, i s named 
Operator, and each of the undersigned i s named as a Non-Operator, covering the 
Contract Area consisting of lands located i n Roosevelt County, New Mexico, more 
particularly described on Exhibit "1-A" attached hereto and made a part hereof. 

The terms and provisions of the referenced Operating Agreement are incor
porated i n and made a part hereof. Article VTI. B. and Articl e XV. D. of the 
referenced Operating Agreement grants to Operator and to Non-Operators a lien 
upon each party's o i l and gas rights i n the Contract Area and a security interest 
i n each party's interest i n o i l and/or gas when produced, accounts, proceeds, 
contract rights, fixtures and personal property and equipment now or hereafter 
used to secure:payment of each"party's share of expenses, together with interest, 

. for the development and operation of the...Contract Area. Oil and/or gas or 
accounts w i l l be financed at the wellhead located on the lands described i n 
Exhibit "1-A". This instrument shall be deemed a Financing Statement. 

This instrument i s intended to give notice to t h i r d parties of the respec
tive rights of each of the parties hereto under the referenced Operating Agree

ment and_ the r i g h t s o f each party to undivided interests i n the o i l and gas 
rights i n the Contract Area, notwithstanding the fact that the real estate 
records of the county where the lands described in.Exhibit "1-A" are located show 
different rights than are reflected hereby. 

A fully-executed copy of the above-described Operating Agreement i s avail-
able i n the offices of Operator at;the address shown above. 

Each of the undersigned Non-Operators agrees, at Operator's request, to jo i n 
Operator i n executing one or more copies of this instrument at any time and from 
time to time whenever f i l i n g or recording this instrument i s deemed by Operator 
to be necessary or desirable. 

This instrument may be executed i n multiple counterparts by each of the 
undersigned, and Operator i s hereby authorized to assemble such counterparts into 
ore document. 

DATED and effective as of the date of the above-described Operating Agree
ment. 

OGS OPERATING COMPANY, INC. 

By: 
Thorn O'Brien 
Vice-President 

STATE OF TEXAS § 

COUNTY OF MIDLAND § 

This instrument was acknowledged before me on the day of 
, 1989, by Them O'Brien as Vice-President of CGS 

Operating Company, Inc., a Texas corporation, on behalf of said corporation. 

NOTARY PUBLIC 
STATE OF TEXAS 
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SIGNATURE PAGE to that certain Memorandum of Operating Agreement dated 
October 1, 1989 by and between CGS Operating Company, Inc., as 
Operator, and O'Brien Goins Simpson Exploration Company, et a l , as 
Non-Operators covering the B l u i t t Prospect, Roosevelt County, New 
Mexico. (NM015) 

NOT-OPERATORS 

STATE! OF TEXAS § 
COUNTY OF MIDLAND § 

This instrument was acknowledged before me on day of 
, 1989 by Michael W. Gates. 

Notary Public for the State of 
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