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GAS PRODUCTION HISTORY 

Date 12-28-79 Page 1 of ? 

Operator: 

Well: _ 

C i t i e s Serv ice O i l Co. (Mob i l ) 

Dabbs No . l (LMQU No. 

QUIN I ANA 
Location: D-23-25-37 

RVATION DIVISION 

riflEecfclAfe^EXHIBIT NO. 

Pool: 

Spud Date:. 

Langlie Mattix 
CASE NO. 

.Original Completion Date: 

Completion Interval (Gas): 

Completion Date (Gas): 

Remarks: Last. P rndu r t i nn Q-6Q 

First Production (Gas): 

Converted t o water i n j e c t i o n i n M o b i l LMQU 

Year 

No. 
of 

Mos. 

Annual Gas 
Production 

(MCF) 

Avg. Gas 
Rate 

( MCF/MO.) 

Cum. Gas 
Production 
(MMCF) 

Annual 
SIP 

(psia) P/Z 

1969 9 mi?? 11?5 6.370 1 1?R ? •nn 
1968 11 14674 1334 6360.0 N/A N/A 

1967 12 19765 1647 6345.3 125.2 130 

1966 12 16720 1393 6325.5 85.2 90 
1965 12 12927 1077 6308.8 144.2 150 

1964 10 3244 324 6295.9 115.2 120 

1963 12 15892 1324 6292.7 135.2 140 
1962 12 25167 2097 6276.8 149.0 160 

1961 6 4885 814 6251.6 2?4.2 235 
1960 2 3704 1852 6246.7 222.2 235 

1959 11 37241 3386 6243.0 274.2 295 

1958 12 69225 5769 6205.8 327.0 350 
1957 12 82385 6865 6136.5 300.0 317 

1956 12 87352 7279 6054.2 N/A N/A 

1955 12 150152 12513 5966.8 N/A N/A 

1954 12 112344 9362 5861.7 377.0 405 

1953 12 142661 11888 5749.3 ' 420.0 460 
1952 12 175433 • 14619 5606.6 443.0 480 
1951 12 148126 12344 5431.2 459.0 500 

1950 12 66894 5575 5364.3 489.0 535 

19 63 Detail Summary 19 69 Detail Summary 

Jan. 1413 July 1393 Jan. 1178 July 1182 

Feb. 1308 A u g 1412 F e b . 1071 A u g . 1075 

March 1370 Sept 1235 March 1124 Sept Q?4 

April 1306 Oct. 1298 April 1150 Oct. 

May 1378 N 0 V . 0 May 1213 Nov. 

June 1 3 7 1 Dec. 1 1 9 0 June 1 2 0 5 Dec. 

Produclion (Y-T-0) 10122MCF 

Days or Months (Y-T-D) 9 M o -

Avg. Rate (Y-T-D) 1125 MCF/Mo 



GAS PRODUCTION HISTORY 

D a t e 12-28-79 Page^? of JL 

Operator: 

Well: _ 

C i t i e s Serv ice O i l Co. 

Dabbs No. 1 

Location: D-23-25-37 

Pool: •lalmat. ( f ias) 

Spud Date:. 

Completion Interval (Gas): 

Completion Date (Gas): 

Remarks: 

.Original Completion Date: 

. First Production (Gas): 

Year 

No. 
of 

Mos. 

Annual Gas 
Production 

[MCF1 

Avg. Gas 
Rate 

(MCF/MO ) 

Cum. Gas 
Production 
(MMCF) 

Annual 
SIP 

(psia) P/7 

1949 12 145646 12137 5218.7 528.0 590 

1948 11 583127 53012 4635.5 N/A N/A 

1947 12 134079 11173 4501.5 N/A N/A 

1946 12 196726 16394 4304.7 N/A N/A 

1945 12 526035 43836 3778.7 N/A N/A' 

1944 11 449423 40857 3329J3 N/A N/A 

19 Detail Summary 19 Detail Summary 

Jan. July Jan. July 

Feb. Aug. Feb. Aug. 

March Sept. March Sept. 

April Oct. April Oct. 

May Nov. May Nov. 

June Dec. June Dec. 

Production (Y-T-D) _ 

Days or Months (Y-T-D) 

Avg. Rate (Y-T-D) 



Gas P^duction - MCF/montlv 
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Pressure or P/Z - (psi^ 
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GAS PRODUCTION HISTORY 

Date 1-7-80 Page 1 of 1 

Operator: 

Well: _ 

Mobi l ( C i t i e s Serv ice O i l Co.) 

LMQU No. 35 (Dabbs No. 2) 

Location: E-23-25-37 

Pool: Lang)ie Mattix 

Spud Date:. .Original Completion Date:. 

Completion Interval (Gas): 

Completion Date (Gas): 

Remarks: 

First Production (Gas):. 

No gas p roduc t i on a v a i l a b l e p r i o r to 1-1-59. 

•Cumulat ive t o t a l from 1-1-59 t o 10 -1 -69 . 

Converted to water i n . j e c t o r . 

Year 

No. 
of 

Mos. 

Annual Gas 
Production 

(MCF) 

Avg. Gas 
Rate 

( MCF/mo.) 

Cum. Gas 
* Production 

(MMCF) 
*Cum.0il 

(MBO) 
Annual Oil 

(BBL) 

Avg.Oil 
Rate 

(BBL/mo.) 

1969 9 2041 ??7 1613.4 3.8 13 7 

1968 12 39323 3277 1611.3 3.8 96 16 

1967 12 88857 7405 1572.0 3.7 217 20 

1966 12 96676 8056 1483.1 3.5 178 22 

1965 12 106220 885? 1386.5 3.3 196 ?5 

1964 12 132654 11055 1280.2 3.1 305 31 

1963 12 151337 12611 1147.6 2.8 346 32 

1962 12 175984 14665 996.3 2.5 510 43 

1961 12 237422 19785 820.3 2.0 602 50 

1960 12 299028 24919 582.9 1.4 551 46 

1959 12 283822 23652 283.8 .8 810 68 

19 68 Detail Summary 

Jan. &21Q July 2597 

Feb. Aug. 1139 

March 5762 Sept. 930 

April 6293 Oct. 149 

May P.?45 Nov. 57 

June 4386 Dec. 9 

19 69 Detail Summary 

Jan. 1247 July 60 

Feb. 118 Aug. 175 

March 97 Sept L _ 

April 133 Oct. 0 

May 101 Nov. Q _ 

June 109 Dec. 0 

Production (Y-T-D) _ 

Days or Months (Y-T-D) 

2041 MCF 

9 mos. 

Avg. Rate (Y-T-D) 

E-23-25-37 

?27 MCF/mo 



Ga« Production • MCF/month 
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Gas Production - MCF/month 
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CAMPBELL 8 BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E D . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

J . S C O T T H A L L 

P t T E S N . I V E S 

L O U R D E S A . M A R T I N E Z 

J E F F E R S O N P L A C E 

S U I T E I - H O N O R T H G U A D A L U P E 

O O S T O F F I C E B O X 2 2 0 S 

SANTA F E . NEW M E X I C O 87501 

T E L E P H O N E : I S 0 5 ) 9 B 8 - 1 * ! I 

T E L E C O P I E R : I S O S I 5 8 3 - 6 0 * 3 

July 22, 1985 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Mr. R. Howard Olson 
Post Of f i c e Box 32279 
Phoenix, Arizona 85018 

Re- Case 8668: Application of Doyle Hartman f o r 
Compulsory Pooling, Lea County, New Mexico. 

BEFORE EXAMINER QUINTANA 
OIL CONSERVATION DIVISION 

tt)o^ft»o EXHIBIT NO. J ? 

CASE NO. okfefe 

Dear Mr. Olson: 

Enclosed i s a copy of the docket f o r the O i l Conservation 
D i v i s i o n Examiner hearings scheduled f o r Wednesday, July 31, 
1985. You have an i n t e r e s t which may be affected by the 
above-referenced case. 

t r u l y yours, 

William F. Carr 
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A.A.P.L. FORM.610-1982 

MODEL FORM OPERATING AGREEMENT 

BEFORE EXAMINER QUINTA.NA 
OIL CONSERVATION DIVISION 

&eam±___EXHIBIT NQ. 1 

CASE NO. 8U?g> 

OPERATING AGREEMENT 

DATED 

A p r i l 15, T IQ 85 , 

OPERATOR Doyle Hartman 

CONTRACT AREA SE/4 Section 27, T-23-S. R-^6-E 

COUNTY OR PARISH OF Lea STATE OF New Mexico 

Bradley - Etz #1 

COPYRIGHT 1982 — ALL RIGHTS RESERVED 
AMERICAN ASSOCIATION OF PETROLEUM 
LANDMEN, 2408 CONTINENTAL LIFE BUILDING, 
FORT WORTH, TEXAS. 76102. APPROVED FORM. 
A . A . P . L . NO. 610 - 1982 REVISED 
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1 OPERATING AGREEMENT 
2 
3 THIS AGREEMENT, entered into by and hw»<-m D o y l e H a r t m a n _ 

4 — — . . ,—, , hereinafter designated and 
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: 

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 "oi l 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 "oi l 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 "oi l 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, ofl 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, oD and gas leasehold interests and ofl and gas interests 
28 are described in Exhibit " A " . 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 

32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in and pay its share of the cost of 

34 any operation conducted under the provisions of this agreement. 
35 H . The terms "Non-Drilling Pany" and "Non-Consenting Party" shall mean a parry 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 
43 

44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a pan hereof: 

45 SI 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 13 B. Exhibit " B " , Form of Lease. 

52 El C. Exhibit " C " . Accounting Procedure. 
53 E3 D. Exhibit " D " , Insurance. 
54 D E. Exhibit " E " , Gas Balancing Agreement. 
55 • F. Exhibit " F " , Non-Discrimination and Certification of Non-Segregated Facilities. 
56 D G. Exhibit " G " , Tax Partnership. 
57 II any provision of any exhibit, except Exhibits " E " and " G " , is inconsistent with any provision contained in the 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 
70 
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1 ARTICLE I I I . 
2 INTERESTS OF PARTIES 
3 
4 A . Ofl and Gai Interests: 
5 

6 If 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 t̂he interest of the lessee thereunder. 

^ 9. 

10 B. Interests of Parties in Costs and Production: 
11 
12 Unless changed by other provisions, aD 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 parties shall also own all production of oil and gas from the Contract Area subject to the 
15 payment of royalties to the extent of o n e - e i g h t h which shaO be borne as hereinafter set forth. 
16 
17 Regardless of which party has contributed the lease(s) and/or oil and gas interest(s) hereto on which royalty is due and 
18 payable, each pany 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, the royalty amount stipulated hereinabove and shall hold the 

20 other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should demand and 

22 receive settlement on a higher price basis, the party 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-assignment of interests covered hereby. 
26 
27 C. Excess Royalties, Overriding Royalties and Other Payments: 
28 

29 Unless changed by other provisions, if the interest of any pany in any lease covered hereby is subject to any royalty, 
30 overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article III.B., such pany so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any 

32 and all claims and demands for payment asserted by owners of such excess burden. 

33 

34 D . Subsequently Created Interests: 

35 

36 If any pany 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 *-as not disclosed in writing to all other parties prior to the execution of this agreement by all parties, 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 party out of whose working interest the subsequently created interest is derived being hereinafter referred 
41 to as "burdened party"), and: 
42 
43 2- If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion 
44 of its working interest and/or the production attributable thereto, said other party, or parties, 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 party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VI1.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 pany. 

52 
53 ARTICLE I V . 
54 TITLES 
55 

56 A. Title Examination: T i t l e i s p resen t ly being examined and a copy w i l l be 
57 fu rn i shed on request . 
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 to be includ-
60 ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding 
61 royalty and production payments under the applicable leases. At the time a well is proposed, each pany contributing leases and/or oil and 
62 gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator al) abstracts (including federal lease status 
63 reports), title opinions, title papers and curau've 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 tille to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furnished io each pany 
66 hereto. The cost incurred by Operator in this title program shall be borne as follows: . • 
67 - ^ • ' 
68 Q—Option No. 1: Costs incurred by Opt-rator in proofing jhsuaru and title -examination (including preliminary, •juiu'ltmrntal, 
69 shut-in ga', royally opinion*, and division order titlf opinion;.) shall be o pan of the adroiniMrah'vt t^irhmd ux prcvided-in-E^hiHl ""C". 
70 and shall not he a direct charge, whether performed hy Opfrator'o Maff attorney!, or hy mit'.ide attorneys. 
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AKTTCLEIV 
continued 

ES Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination 

(including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties 

in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Panies as such interests appear in Ex

hibit " A " . Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 

functions. 

Each pany shall be responsible for securing curative matter and pooling amendments or agreements required in connection 
with leases or oil and gas interests contributed by such pany. Operator shall be responsible for the preparation and recording of pooling 
designations or declarations as weD as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders. 
This shall not prevent any pany from appearing on its own behalf at any such hearing. 

No well shall be drilled on the Contract Area until after (I) the title to the drillsite or drilling unit has been examined as above 
provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the panies who are to par
ticipate in the drilling of the well. 

B. Loss of Title: 

1. Failure of Title: Should any oil and gas interest or least., or interest therein, be last through failuie uf titk, which less results in 
reduction of interest from that shown on Exhibit " A " , the pany contributing the affected lease or interest shall have ninety rayfday< 
from final'determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi 
tion will not besubject to Article VIII.B., and failing to do so, this agreement, nevertheless, shall continue in force asjcrall remaining oi; 
and gas leases and interests: and, 

(a) The pany whose orkand gas lease or interest is affected by the title failure shall bear alone the--erTtire loss and it shall not be 
entitled to recover from OperatorbK^the other panies any development or operating costs which it tpaynave theretofore paid or incurred 
but there shall be no additional habiluy^on its pan to the other parties hereto by reason opsuch title failure; 

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has 

been lost, but the interests of the parties shall be revised on an acreage basis, as of^hetime it is determined finally that title failure has oc

curred, so that the interest of the pany whose lease or mterest is affected by^he title failure will thereafter be reduced in the Contract 

Area by the amount of the interest lost; ^ ^ ^ ^ ^ 

(c) If the proportionate interest of the other parties hereto'in^snv producing well theretofore drilled on the Contract Area is 
increased by reason of the title failure, the party whose tijJe^nas failed shathteceive the proceeds attributable to the increase in such in
terest (less costs and burdens attributable thereto) upaftt has been reimbursed foNun recovered costs paid by it in connection with such 
well; 

(d) Should any person not a party^KSthis agreement, who is determined to be the owner of any interest in the title which has 
railed, pay in any manner any partjerTthe cost of operation, development, or equipment, such amourrkshall be paid to the pany or panies 
svho bore the costs which arc ŝo refunded; 

(e) Any liabilitvxoaccount to a third party for prior production of oil and gas which arises by reason^sf title failure shall be 
borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and, 

(f) Ne'charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense oPthe interest 
rlaimeoby any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expehsesin 
ronnection therewith? •—-—— —— ^ 

Loss b) Non Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shutin 
payment^inimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest thereiniterrrhnates 
there shall be>»Qrnonetary liability against the party who failed to make such payment. Unless the party who failed tornsKethe requirec 
payment secures a new-Jease covering the same interest within ninety (90) days from the discovery of the faflur^^erfnake proper payment 
which acquisition will not be^suhiea to Article VIII.B., the interests of the parties shall be revised onap^freage basis, effective as of tht 
date of termination of the lease involved, and the party who failed to make proper payment wilLndlonger be credited with an interest ir 
the Contract Area on account of ownership^eLtlie lease or interest which has terminatedr-tn the event the party who failed to make th< 
required payment shall not have been fully reimbufSecLat the time of the loss, frprrrthe proceeds of the sale of oil and gas attributable tc 
the lost interest, calculated on an acreage basis, for the development and^opCfating costs theretofore paid on account of such interest, i 
shall be reimbursed for unrecovered actual costs theretofore pai<piy<tjjbut not for its share of the cost of any dry hole previously drillec 
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 

(a) Proceeds of oil and gas, less operating expefTses, theretofore accrued fb-tlje credit of the lost interest, on an acreage basis 
up to the amount of unrecovered costs; 

(b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest̂ OB^an acreage basis, of that portion o 
oil and gas thereafter produced^nd marketed (excluding production from any wells thereafter drilled) whkb^in the absence of such leas< 
termination, would be-Sttributable to the lost interest on an acreage hasis, up to the amount of unrecovered cbsts^the proceeds of sai< 
portion of fJjjj-cflfand gas to be contributed by the other parties in proportion to their respective interests; and 

ny monies, up to the amount of unrecovered costs, that may be paid by any party who is. or becomes, the owner of Uie-iqtcrcsi ?<qtcrcsi 
for the privilege &f participating in the Contract Area or becoming a party-to-this agreement? 

3. Other Losses: All losses incurred, other than those set forth in Article IV.B.l . ond IV.B.2. above, shall be joint "losses 

and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of 

the Contract Area. i 

-3-



A.A.P.L. FORM 6J0 - M'UDEL FORM OPERATING AGREEMENT -1982 

j ARTICLE V . 

2 OPERATOR 

3 

4 A . Designation and Responsibilities of Operator: 

5 
6 Doyle Hartman ; ^ ^ A e 

7 Operator of the Contract Area, and shall conduct and direct and have fuD control of all operations on the Contract Area as permitted and 
8 required by, and within the limits of this agreement. It shaD 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 misconduct. » 

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 Contract 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 selection 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 selected and assumes the duties of Operator at an earlier 
22 date. Operator, after effective 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 structure 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. 

25 

26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
27 the parries. The successor Operator shall be selected from the parties owning an interest in the Contract 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 selected 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 The 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 Contracts: 
39 
40 AH wells drilled on the Contract Area shall be drilled on a competitive contract 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 contractors who are doing work of a similar nature. 
45 
4 6 

47 

48 
4 9 ARTICLE V I . 

50 DRILLING A N D DEVELOPMENT 

51 

52 A. Initial Well: 

53 

54 On or before the 15 t h day of J u l y , 19 85 t Operator shall commence the drilling of a well for 

55 oil and gas at the following location: 

56 
57 SE/4 S e c t i o n 2 7 , T - 2 3 - S , R - 3 6 - E 
58 
59 . -
60 and shall thereafter continue the drilling of the well with due diligence to a d e p t h s u f f i c i e n t t o t e s t t h e 
6 1 Jalmat (Gas) i n t e r v a l . 
62 
63 

64 

65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impractical, is en-

66 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. ' 

6 7

 M thoroughly l o g , but not core or JDST . . •'" ' ; 

68 Operator shall r»n'« rt u mn»J it i ; mn ml all formations encountered during drilling which give indication of containing oil and 
evaxuate — «.—. 

6 9 gas in quantities sufficient t o * « > i t»iTin.n tn*iii ag rn 'm t ' n t rna l l be l imi ted in Ui. appl irai ion t r a t.iieo'fif format ion or fwmnhnm. i in «vli i th 
7 0 — r ' |

 1 - - • • • ) • • " • • < * • • " ' f " " " - ' : - ™ r ' f ^ . c - , - . l T , , n r • r. „ l n , t , I I M , r J I , „ . . M - i . n • . , j n j j t j . 2 . ' " ^ = ^ ' *.» 
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ARTICLE VI 
continued 

1 If, 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 V1.E.1. shall thereafter apply. 
3 

4 

5 

° B. Subsequent Operations: 

8 1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided 

9 for in Article V1.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a weD jointly 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 shaD 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 elect 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 shaD be 

15 limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within 
1° 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 forty-eight (48) hour period when a drilling rig is on kxa-
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 thirty (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 X I , if the 
28 actual operation has not been commenced within the time provided (including any extension thereof as specifically permmed herein) and 
29 if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
30 dance with the provisions hereof as if no prior proposal had been made. 
31 

32 

33 

34 2. Operations by Less than Al l Panies: If any pany receiving such notice as provided in Article VI .B. l . or VH.D.1. (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 participate 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 forty-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, if no drilling rig or other equipment is on location, and if Operator is 
40 a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
41 tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
42 senting Parties, when conducting operations on the Contract 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 pany, immediately after the expiration of the applicable 
48 notice period, shaH advise the Consenting Parties of the total interest of the panies 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 holidays) after receipt of such notice, shall advise the proposing pany of its desire to (a) limit par-
51 ticipation to such party's interest as shown on Exhibit " A " or (b) cany its proportionate part 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 fony-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party, 
54 at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision. 
55 
56 
57 

5fi The entire cost and risk of conducting such operations shall be borne by the Consenting Panies in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved in such 
60 operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. 
61 If such an operation results in a dry hole, the Consenting Parties shal) 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-Anicle results in a pro-
63 duccr of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost arid risk, 
64 
65 j 
66 . ; 

67 ' ' -A—; : \ 
68 
69 .-
70 i / ; 
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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 Cementing P 

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

3 in accordance with the provisions of this Article, each Non-Consenting Pany shall be deemed to have relinquished to Com«nung Panii 

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

5 Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, 

6 market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other i 

7 terests not excepted by Article III.D. payable out of or measured by the production from such well accruing with respect to such inten 

8 until it reverts) shall equal the total of the following: 

9 
10 * 

"11 

12 (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyomd the wellhes 

13 connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus lOOtJi of each sue 
14 Non-Consenting Party's share of the cost of operation of the well commencing with first production and continuing untiE each such Noi 

15 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Not 
16 Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Jvoo-Consennn 
17 Pany had it participated in the weD from the beginning of the operations; and 
18 

19 
20 
23 (b) 300 % Q£ pQr̂ oD Q f ( j , e costs and expenses of drilling, reworking, deepening, plugging back, testing and completing 

22 after deducting any cash contributions received under Article VIU.C, and 300 % of that portion of the cost of newhv acquired equip 

23 ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Pany if it ha 
24 participated therein. 
25 

26 
27 

28 An election not to 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 h 

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

31 reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operztiGo of said we! 
32 and there shall be added to the sums to be recouped bv the Consenting Parties one hundred percent (100%) of that portion cf the costs c 
33 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. 1: 

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

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

" 37 _ 

38 

39 During the period of time Consenting Parties are 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, gathering and other 
43 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party's share of production nor. excepted by Ar-
42 tide III.D. 
43 
44 
45 
46 ln the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permrinrd to use, fret 
47 of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchizroed; and upor 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account forsll such equip 
49 ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage 
50 

51 
52 
53 Within sixty (60) days after the completion of any operation under this Article, the party conducting the orperations for thi 
54 Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to> ihr well, and at 
55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for produoion; or. at i l 
56 option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statemenit of monthly bill 
57 ings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above, the parrry conducting thi 
58 operations for the Consenting Parties shall furnish the Non-Consenting Parties with an itcmizx-d statement of all costs, a-rd liabilities in 
59 curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the armatnt of proceed 
60 realized from the sale of the well's working interest production during the preceding month, ln determining the quann'itrof oil and ga 
61 produced during any month. Consenting Parties shall use industry accepted methods such as, but not limited to. mcnerng or pcriodii 
62 well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with amy sich opcratioi 
63 which would have been owned by a Non-Consenting Pany had it participated therein shall be credited against the total ijanirrncd cost 
64 of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Pany sh.sU »cvu7 to it a 
65 above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Pany. _ 

66 ... — • 
67 ,•: ; 
68 ':• \ •• 
69 •" '.' 
70 -

•6 -
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ARTICLE VI 
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 oi 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 
A 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 VI.B.2., it is agreed that-without the mutual consent of all parties, no wells shall 
-~~t 11 be completed in or produced from a source of supply from which a weD located elsewhere on the Contract Area is producing, unless such 

12 well conforms to the then-existing weD spacing pattern for such source of supply. 
13 
14 
15 

16 The provisions of this Article shaU have no application whatsoever to the drilling of the initial well described in Article VI_A. 

17 except (a) as to Article VI I .D . l . (Option No. 2\ if selected, or (b) as to the reworking, deepening and plugging back of such initial weD 
18 after it has been drilled to the depth specified in Article V I 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 nonce 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 aU parties responding, or expiration of the response time permined, 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, shaD 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 shaD 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 si3etracking operation that does not own an interest in the 
39 affected weD bore at the time of the notice shaD, upon electing 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 weD 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 tlie initial drilling of the weU 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 shaD 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 shaD be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any pany 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 pany elects to take such additional time to respond to the notice, stand-
59 by costs shaD be aDocated between the parties taking additional time to respond on a day-to-day basis in the proportion each electing par-
60 ty's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of aU the electing parties. In all other in-

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

62 ',-
63 ->* 
64 ly-
65 C. T A K I N G PRODUCTION I N K I N D : J 

67 Each pany shaD take in kind or separately dispose of its proportionate share of aU oil and gas produced from the Contract Area, 
68 exclusive of production which may be used in development and producing operations and in preparing and treating oi? 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 shaD be borne by such pany. Any party taking its share of production m |dn3 shall be 
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AltTJ CLE VI 
continued 

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

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

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 
the oil and gas produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, 
but not the obligation, to purchase such oil and gas or sell it to others at any time and from time to time, for the account of the non-
taking party at the best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to 
the right of the owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil and gas 
not previously delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil and gas shall be only for such 
reasonable periods of time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event 
for a period in excess of one (1) year. Notwithstanding the foregoing, Operator shaD not make a sale, including one into interstate com
merce, of any other party's share of gas production without first giving such other party thirty (30) days notice of such intended sale, 

D. Access to Contra a Area and Information: 

Each party shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations, 
and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator's books 
and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with 
governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of 
each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area. The cost of 
gathering and furnishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re
quests the information. 

E. . Abandonment qf Wells: 

1. Abandonment of Dry Holes: Except for any well driUed or deepened pursuant to Article VI.B.2., any weD which has been 
drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shaD not be plugged and abandoned 
without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shaD be plugged and abandoned in 
accordance w-ith applicable regulations and at the cost, risk and expense of the parries who participated in the cost of drilling or deepening 
such weD. Any parry who objects to plugging and abandoning such weD shaD have the right to take over the well and conduct further 
operations in search of oil and/or gas subject to the provisions of Article VI.B. 

2. Abandonment of Wells that have Produced: Except for any weD in which a Non-Consent operation has been conducted 
hereunder for which the Consenting Parties have not been fuDy reimbursed as herein provided, any well which has been completed as a 
producer shall not be plugged and abandoned without the consent of aD parties, If aD parties consent to such abandonment, the weD shaD 
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of aD the parties hereto. If, within 
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, 
those wishing to continue its operation from the intervals) of the formationfs) then open to production shall tender to each of the other 
parties its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of 
Exhibit " C " , less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and 
material, aD of its interest in the weD and related equipment, together with its interest in the leasehold estate as to, but only as to, the in
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and 
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
tervals 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
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit 

H > 

! -

-8 alternate-
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t»n(inucd 

1 " B " - T n e *ssignmcnts 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 relationship of their respective percentage of participation in the 
3 Contract Area to the aggregate of the percentages of participation in the Contract Area of aD assignees. There shaD be no readjustment of 
4 interests in the remaining portion of the Contract Area. 

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

7 the weD in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-

8 quest. Operator shaD 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 weE. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shaD then have the option to 

- 11 repurchase its prior interest in the weD (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 VLE.1. or VI.E.2. above shaD be applicable as between 
15 Consenting Parties in the event of the proposed abandonment of any weD excepted from said Articles; provided, however, no well shaD be 
16 permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified 

17 of the proposed abandonment and afforded the opportunity to elect to take over the weD in accordance with the provisions of this Article 
18 VLE. 
19 
20 ARTICLE V I I . 
2 1 EXPENDITURES A N D L I A B I L I T Y OF PARTIES 
22 

23 
24 

25 The liability of the parties shaD be several, not joint or coDective. Each party shaD be responsible only for its obligations, and 
26 shaD be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted 
27 among the parties in Article VII.B. are given to secure only the debts of each severaDy. 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 

32 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share 
33 of oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided in Exhibit " C " . To the extent that Operator has a security interest under the Uniform Commercial Code of the 
35 state, Operator shaD 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 shaD not be deemed an election of remedies or otherwise affect the Den 
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 collect from the purchaser the proceeds from 
39 the sale of such Non-Opera tor'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 a statement therefor by 
44 Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion 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 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 
47 

48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided, Operator shaD promptly pay and discharge expenses incurred in the development 
51 and operation of the Contract 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 shaD keep an accurate record of the joint account hereunder, 

53 showing expenses incurred and charges and credits made and received. 
54 
55 Operator, at its election, shall have the right from time to time to demand and receive from the other parties 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 pany 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, the amount 
61 due shall bear interest as provided in Exhibit " C " until paid. Proper adjustment shall be made monthly between advances and actual ex-
62 pense to the end that each pany shall bear and pay its proportionate share of actual expenses incurred, and rfo more. " 
63 

64 D. Limitation of Expenditures: •' ' 

65 y. 
66 1. Drill or Deepen: Without the consent of aD parties, no well shaD be drilled or deepened, except any well drilled br'cleepened 
67 pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shaD include: 
68 
69 
70 

-9 
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1 B—Option No. 1; All mecaaary expenditures (or the drilling of decfxjning. testing, completing and equipping ot the went including 

2 necessary tankage and/or surface facilities. 

3 

4 B Option No. 2: AU 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 panies receiving such notice shall have fony-eight 
7 (48) hours (exclusive of Saturday, Sunday and legal holidays) 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 pany receiving such notice to reply within the period above fixed shall 

10 constitute an election by that pany not to participate in the cost of the completion attempt. If one or more, but less than all of the parties, 

T3 . . 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. shal] be deemed to include "completing") shall apply to the operations thereafter conducted by less 
13 than all panies. 

14 * 

15 2. Rework or Plug Back: Without the consent of all panies, no well shaD be reworked or plugged back except a weD 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 weD shall 
17 include aD necessary expenditures in conducting such operations and completing and equipping of said weD, including necessary tankage 

18 and/or surface facilities. 
19 

20 3- Other Operations: Without the consent of aD parties, Operator shall not undertake any single project reasonably estimated 
21 to require an expenditure in excess n f Fif teen thousand : Dollars($ 15,000.00 ) 
22 except in connection with a weD, 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, shaD 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 nf F i v e t h o u s a n d 
28 Dollars « 5 , 0 0 0 ; 0 0 y b m l e i A i a t h e 

amount first set forth above in thb 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 thb 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 behalf of aD such parties. Any party may request, and shaD 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 weD payment or minimum royalty through mbtake or oversight where such pay-
37 ment b required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
38 vbions of Article IV.B.2. ~ 
39 
40 Operator shaD 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 shaD 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 shaD render for ad valorem taxation aD property 
49 subject to thb agreement which by law should be rendered for such taxes, and it shaD pay all such taxes assessed thereon before they 
50 become delinquent. Prior to the rendition date, each Non-Operator shall furnbh 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 b reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shaD inure to the benefit of the owner or 
54 owners of such leasehold estate, and Operator shaD adjust the charge to such owner or owners so as to reflect 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 w-orking interest, then notwithstanding 
56 anything to theccontrary herein, charges to the joint account shaD be made and paid by the parties hereto in accordance with the tax 
57 value generated by each party's working interest. Operator shal! bill the other parties for their proportionate shares of all tax payments in 
58 the manner provided in Exhibit " C " . 
59 S... 
60 If 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 adminbtrative or judicial proceedings. Operator may elect to pay, under protest, all such taxes and any 
63 interest and penalty. When any such protested assessment shaU 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 " . 

67 Each party shaD pay or cause to be paid all produclion, severance, excise, gathering and other taxes imposed upon or.wi^respect to 
68 the production or handling of such party's share of oil and/or gas produced under the terms of this agrrcmcnt. ( " I ' i - J V. j 

69 ^- •7 

-10-
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1 G. Insurance: 

2 . 
3 At all times while operations are conducted hereunder, Operator shall comply with the workmen's compensation law of 
A 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 Jaw of the state where the operations are being conducted and to maintain such other insurance as Operator may require. 

9 

. JO In the event automobile public liability insurance is specified in said E>hibit " D " , or subsequently receives the approval of the 

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

12 

13 ARTICLE V I 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 pan unless all panies consent thereto. 
20 

21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do 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 pany is or includes an oil and gas in-

25 terest, the assigning party shal] 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 P a r t y 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 party, 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 Contract Area; and the acreage 
38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 

39 agreement. 

40 

41 B. Renewal or Extension of Leases: 

42 

43 If any parry secures a renewal of any oil and gas lease subject to this agreement, all other parties shal) be notified promptly, and 
44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elect 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 Contract Area, which shal) be in proportion to the 

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

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

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

53 

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

55 by the acquiring party. 

56 
57 The 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 be subject to 
61 the provisions of this agreement. 
o2 * 
63 The provisions in this Article shall also be applicable to extc-nsions of oil and gas leases. 
64 
65 C. Acreage or Cash Contributions: ^i. 
66 , • ' [ 
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 conduciedthe drilling or other operation and shall be 
69 applied by it against the cost of such drilling or other operation. If die contribution be in the form of acreage, the party to wriprn the con-
70 tribution is made shall promptly tender an assignment of the acreipe, without warranty of title, to the Drilling Pmiciin thejnoponiom 
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ARTICLE VIII 
continued 

said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be 

governed by provisions identical to this agreement. Each party shaD promptly notify aD other parties of any acreage or cash contributions 

it may obtain in support of any weD or any other operation on the Contract Area. The above provisions shall also be applicable to op

tional rights to earn acreage outside the Contract Area which are in support of a weD drilled inside the Contract Area, 

If any pany contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such 
consideration shaD not be deemed a contribution as contemplated in this Article VIII .C 

D. Maintenance of Uniform Interest: 

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no 

pany shaD seD, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells, 

equipment and production unless such disposition covers either: 

1. the entire interest of the party in aD leases and equipment and production; or 

2. an equal undivided interest in aD leases and equipment and production in the Contract Area. 

Every such sale, encumbrance, transfer or other disposition made by any party shaD be made expressly subject to this agreement 
and shaD be made without prejudice to the right of the other parties. 

If, at any time the interest of any pany is-divided among and owned by four or more co-owners, Operator, at its discretion, may 
require such co-owners to appoint a single trustee or agent with fuD authority to receive notices, approve expenditures, receive billings for 
and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
party's interest within the scope of the operations embraced in this agreement; however, aD such co-owners shall have the right to enter 
into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract 
Area and they shaD have the right to receive, separately, payment of the sale proceeds thereof. 

E. Waiver of Rights to Partition: 

If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an 
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 
interest therein. 

^Preferential Right to Purchase! .— 

Should any partycteiws-joseD aU or any part of its interests under this agreement, or its rightsJand--n1terests in the Contrac: 
\rea, it shall promptly give wTittennoTrce-tQjhe other parties, with full information concemiDg-fl5"proposed sale, which shall include th • 
lame and address of the prospective purchaser (who~tmisî be ready, willing and^afekTopurchase), the purchase price, and all other term; 
>f the offer. The other parties shall then have an optional prio77jgi*h^SrTperiod of ten (10) days after receipt of the notice, to purchas • 
m the same terms and conditions the interest w-hicJi-tfct'Bther party proposes~RrseDi^nd, if this optional right is exercised, the purchas 
ng parties shall share the purchasedjnM----tfm the proportions that the interest of each bears- mjhetotal interest of all purchasing par 
ies. However, thereshajl-fet^riopreferential right to purchase in those cases where any party wishesl3~macrgage its interests, or t< 
iisposeof^s-wTerests by merger, reorganization, consolidation, or sale of all or substantially all of its assets to a sulwidiary-o^parent com 

iy or le e subsidiary of a parent company, or to nny company in which any one party owns o majority of tht stocl 

ARTICLE I X . 

INTERNAL REVENUE CODE ELECTION 

This agreement is not intended to create, and shaD not be construed to create, a relationship of partnership or an association 
for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several 
and not joint or coUective, or that this agreement and operations hereunder shall not constitute a partnership, i f , for federal income tax 
purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affected elects to be excluded 
from the application of aD of the provisions of Subchapter "K", Chapter 1, Subtitle "A", of the Internal Revenue Code of 1954, as per
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex
ecute on behatf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the 
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, 
and the data required by Federal Regulations 1.761. Should there be any requirement that each pany hereby affected give further 
evidence of this election, each such party shall execute such documents and furnish such other evidence as may be required by the 
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other 
anion inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which theContraa 
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K", Chapter 1. 
Subtitle "A of the Internal Revenue Code of 1954. under which an election similar to that provided by Section 761 of the Code is per
mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing elec
tion, each such pany states that the income derived by such party from operations hereunder can be adequately determined without the 
computation of partnership taxable income. sfZ^lL t 
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1 A R T I C L E 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 Ten thousand Dollars 
6 (S 1 0 , 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 b 
8 delegated to Operator. AD costs and expenses of handling, settling, or otherwise discharging such claim or suit shaD be at the joint ex-
9 pense of tht parties participating in the operation from which the claim or suit arises. If a claim is made against any parry or if any party is 

_i. 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 shaU immediately notify aD other parties, and the claim or suit shall be treated as any. other daim 
12 or suit involving operations hereunder. 

13 

14 ARTICLE X I . 

15 FORCE MAJEURE 

16 

17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obDgations under this agreement, other than 
18 the obligation to make money payments, that party shall give to aD other parties prompt written notice of the force majeure with 

19 reasonably full particulars concerning it; thereupon, the obligations of the pany 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 shaD 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 aD such difficulties shall be handled shaD be entirely 

25 within tlie discretion of the pany 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 inaaion, unavailability of equipment, and any other cause, whether of the kind spedfically enumerated above or otherwise, which is 

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

31 
32 ARTICLE X I I . 
33 NOTICES 
34 
35 AD notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise 
36 spedfically provided, shaD be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to 
37 the panies to whom the notice is given at the addresses listed on Exhibit " A " . The originating notice given under any provision hereof 
38 shall be deemed given only when received by the party to whom such notice is directed, and the time for such pany to give any notice in 
39 response thereto shaD run from the date the originating notice is received. The second or any responsive notice shaU be deemed given 
40 w'hen deported 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 or oil and gas interest contributed by any other party beyond the term of this agreement. 

49 
50 B—Option Ne. 1: So long as any of the oil and gas ktii<5 subject to this agreement remain or erf continued ir. force OJI to cny part 

51 ef the Contract Area, whether by produaion, extension, renewal or otherwise. 

52 

53 JD Option No. 2; In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this 
54 agreemeni. 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 produaion, and for an additional period of 90 days from cessation of all production; provided, 
56 however, if, prior to the expiration of such additional period, one or more of the parties hereto arc engaged in drilling, reworking, deepen-
57 'ng. plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
58 lions 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 weD drilled hereunder, results in a dry hole, and no other well is producing, or capable 
60 of produdng oil and/or gas from the Contraa Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-

61 ing operations are commenced within ^ days from the date of abandonment of said well. , 1 

62 

63 It is agreed, however, that the termination of thb agreement shall not relieve any party hereto from any liability which has 

64 accrued or attached prior to the date of such termination. " I 

65 
— j •• 

6 6 ' 
67 ; 
68 , . ; 
69 
70 r~ 
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1 ARTICLE X I V . 

2 COMPLIANCE W I T H LAWS A N D 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: •» 
^ 7 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 Contract Area is located. If the Contract 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 Contraa Area. 

23 

24 With respea to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims 
25 and causes of action arising out of, incident to or resulting direaly or indirealy 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 incorrea interpretation or 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrea 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 A a 
33 of 1980", as same may be amended from time to rime ( " A a " ) , and any valid regulations or rules which may be issued by the Treasury 
34 Department from time to time pursuant to said A a . Each party hereto agrees to furnish any and all certifications or other information 

35 which is required to be furnished by said A a in a timely manner and in sufficient detail to permit compliance with said Aa . 

36 
37 ARTICLE X V . 

38 OTHER PROVISIONS 
39 
40 A. Creation of Subsequent I n t e r e s t 
41 Notwithstanding the provisions of A r t i c l e V I I I . D. hereof, the parties hereto 
42 agree that i f any party s h a l l hereafter create any Overriding Royalty, 
43 Production Payment, or other burden against i t s working i n t e r e s t production 
44 and i f any pa r t y or p a r t i e s s h a l l conduct non-consent operations pursuant 
45 to any p r o v i s i o n of t h i s agreement, and, as a r e s u l t , become e n t i t l e d to 
46 receive the working i n t e r e s t production otherwise belonging to the 
47 n o n - p a r t i c i p a t i n g party, the party or p a r t i e s e n t i t l e d to receive the 
48 working i n t e r e s t production of the n o n - p a r t i c i p a t i n g party s h a l l receive 
49 such production free and clear of burdens against such production which may 
50 have been created subsequent t o t h i s agreement. I n t h i s regard, any such 
51 i n t e r e s t which may have been created subsequent to t h i s agreement s h a l l 
52 ipso facto terminate and vest i n the consenting p a r t i e s . 

53 
54 B. Hearings Before Regulatory Agencies 
55 A l l costs and expenses incurred i n connection w i t h the employment of counsel 
56 and/or t e c h n i c a l experts f o r the purpose of preparing f o r and conducting any 
57 hearing before any State Regulatory Agency are hereby authorized and s h a l l 
5g be charged t o the j o i n t account as an item of operating expense. I n the 
59 case of a Forced Pooling a c t i o n , such costs and expenses s h a l l be born-and 
60 paid by the party or p a r t i e s who have previously agreed to share same 0x 
6j whose i n t e r e s t i s increased as a r e s u l t of such ac t i o n . Such costs and 
62 expenses s h a l l be born on the basis of the r e l a t i v e p a r t i c i p a t i o n of such 
63 p a r t i e s as set f o r t h on Ex h i b i t "A". 
64 
65 ; !; • 

66 'r^-=-'/S 
67 C. Natural Gas Price Rules •'.::\ 
68 r * ;•! 
69 1. Operator s h a l l f i l e a l l Applications f o r Determination of Price-Category 

7 0 required by the Natural Gas Policy Act (NGPA). Operator s h a l l ^ t v ^ ^ ' o t i c e 
of the f i l i n g of such Applications to a l l Non-Operators. .If"for~any"*"- w 

reason the A p p l i c a t i o n f o r Determination of Price Category f i l e d by the 
Operator i s unsatisfactory to a Non-Operator, then such Non-Operator s h a l l 
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notify Operator of his dissatisfaction and the reasons therefore. 
If Operator and the dissatisfied Non-Operator are unable to reach an 
agreement as to the disputed Application for Determination of Price 
Category, then, i f allowed by the appropriate jurisdictional agency 
such Non-Operator may f i l e a separate application for Determination of 
Price Category. The Non-Operator shall mail a copy of this application 
to Operator and to a l l Non-Operators in the Contract Area. 

2. Operator i s hereby authorized to make any and a l l filings under the NGPA 
which can be made on behalf of the Non-Operators under the NGPA and the 
regulations promulgated thereunder. Said filings shall include, but 
not be limited to, "interim collection" filings under Part 273 of the 
regulations implementing the NGPA. 

3. Operator i s authorized to employ counsel and technical experts which, in 
the Operator's discretion, are reasonably necessary for the preparation 
of any and a l l NGPA filings. All costs incurred in the employment of 
such counsel and technical experts shall be deemed a cost and expense 
incurred in the operation of the Contract Area and shall be charged to 
the joint account as an item of operating expense. 
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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 15th day of J u l y , 19 85 . 

O P E R A T O R 

Doyle Hartman 

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

Ashland Exploration, Inc. HCW Income Properties, Inc. 

By: 

Rufus Gordon "Pete" Clay Trust 
dated 9-1-79 

By: 

Co-Trustee 

By: 

Co-Trustee 

Margaret Clay Couch Trust 
dated 9-1-79 

By: 

By: 

Co-Trustee 

Co-Trustee 

Evelyn Clay O'Hara Trust 
dated 9-1-79 

By: 

By: 

Co-Trustee 

Co-Trustee 

By: 

Barton Brothers Land & Royalty Company 

By: 

ARCO O i l & Gas Company 

.EX-

Ci t i e s Service O i l & Gas Corporation 

By: 

Lewis Burleson 
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EXHIBIT "A" 

Attached to and made a part of the Operating 
Agreement dated A p r i l 15, 1985 
and covering SE/4 Section 27. T-23-S. R-36-E 

County, New Mexico between DOYLE HARTMAN as 
Operator and Ashland Exploration, Inc. et a l 

as Non-Operators. 

a) Land Subject to Agreement 

SE/4 Section 27, T-23-S, R-36-E 

b) Depth Limitations 

From the surface to the base of the Jalmat (Gas) 
formation. 

c) D r i l l i n g (Proration) Unit f o r I n i t i a l Test 

SE/4 Section 27, T-23-S, R-36-E 

Percentages of In t e r s t s and Addresses of Parties* 

Doyle Hartman 8.854375 

Ashland Exploration, Inc. 1.562500 
P.O. Box 218330 
Houston, Texas 77218 
Attn: Mr. Frank Hayes 

Barton Brothers Land & Royalty 
P.O. Box 968 
Hobbs, New Mexico 88240 
Attn: Mr. Roy G. Barton, Jr. 

3.906250 

Cities Service Oil and Gas Corporation 37.500000 
P.O. Box 1919 
Midland, Texas 79702 
Attn: Mr. E. F. Motter 

ARCO Oil & Gas Company 7.551875 
P.O. Box 1610 
Midland, Texas 79702 

HCW Income Properties 6.431875 
P.O. Box 10585 
Midland, Texas 79702 
Attn: Mr. James C. Brown 

Mr. James C. Brown 
P.O. Box 10585 
Midland, Texas 79702 

0.338750 



EXHIBIT "A" (Cont'd) 

Rufus Gordon "Pete" Clay Trust 9.930625 
c/o MBank 
P.O. 910 
Fort Worth, Texas 76101 

Margaret Clay Couch Trust 9.930625 
c/o MBank 
P.O. 910 
Fort Worth, Texas 76101 

Evelyn Clay 0'Hara Trust 9.930625 
c/o MBank 
P.O. 910 
Fort Worth, Texas 76101 

Management Trust Company 4.062500 
P.O. Box 10621 
Midland, Texas 79702 

100.000000 

These interests may be revised as soon as our attorney submits his 
t i t l e opinion. 
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OIL & GAS LEASE 

THIS AGREEMENT m«d« t h l t day of . 19 . between ; 

; ot 
(Pott Office Addrese) 

herein ctlltd Itttor (whether one or more) and , lessee: 
1. Lessor, In consideration of TEN AND OTHER DOLLARS In hand paid, receipt of which It here acknowledged, and of the royalties herein provided and of the agreementt of the lessee 

herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose of Investigating, exploring, prospecting, drilling, and operating for and producing oil and gat, Infec
ting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil, building tanks, roadways, telephone lines, and other structures and things thereon to produce, tave, 

take care of, treat, process, store and transport ta id minerals, the fol lowing described land In County, New Mexico, to-wi t 

Said land is estimated to comprise acres, whether it actually comprises more or less. 

2. Subject to the other provisions herein contained, th l t lease shall remain In force for a term of years from this date (called "primary term") and as 
long thereafter at oil or gas Is produced from said land or from land wi th which said land Is pooled. 

3. The royalties l o be paid by lessee are: (a) on o i l , and other liquid hydrocarbons saved at the well, of that produced and saved from ta id land, 
tame to be delivered at the wells or to the credit of lessor In the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substance produced 

from said land and used off the premises or used In the manufacture of gasoline or other products, the market value at the well of of the gas used, 

provided that on gas sold on or off the premises, the royalties shall be of the amount realized from such sale; (c) and at any time when this lease Is 
not validated by other provisions hereof and there Is a gas and/or condensate wel l on said land, or land pooled therewith, but gas or condensate Is not being so sold or used and such well Is 
shut In, either belore or after production therefrom, then on or before 90 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty 
equal tc $1.00 per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease 
shall not terminate and It shall be considered under all clauses hereof that gas Is being produced from the leased premises in paying quantit ies. Each such payment shall be paid or tendered 
to the party or parties who at the time ot such payment would be enti t led to receive the royalties which would be paid under this lease If the well were In fact producing. The payment or 
tender ol royalties and shut-in royalties may be made by check or draft. Any t imely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but 
which is erroneous in whole or In part as to panies or amounts, shall nevertheless be sufficient to prevent termination ot this lease In the same manner as though a proper payment had been 
made if lessee shall correct such error within 30 days after lessee has received written notice thereof by cert i f ied mail from the party or parties entit led to receive payment together with such 
written instruments (or certified copies thereof) as are necessary to enable lessee to make proper payment. The amount realized from the sale of gas on or oft the premises shall be the price 
established by the gas sales contract entered into In good faith by lessee and gas purchaser for such term and under such conditions as are customary in the industry. "Pr ice" shall mean the 
net amount received by lessee after giving effect to applicable regulatory orders and after application of any applicable price adjustments specified in such contract or regulatory orders. In 
the event lessee compresses, treats, purifies, or dehydrates such gas (whether on or off the leased premises) or transports gas of l the leased premises, lessee In computing royalty 
hereunoer may deduct from such price a reasonable charge tor each of such functions performed. 

4. This Is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence or continue any operations of whatsoever character or to make any payments 
hereunder in order to maintain this lease in force during the primary term; however, this provision ts not Intended to relieve lessee of the obligation to pay royalties on actual production pur
suant to the provisions or Paragraph 3 hereof. 

5. Lessee is hereby granted the right and power, from time to t ime, to pool or combine this lease, the land covered by It or any part or horizon thereof with any other land, leases, mineral 
estates or parts thereof for the production of oil or ga t . Units pooled hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and 
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area In which said land is situated, plus a tolerance of ten percent. Lessee shall tile written 
unit designations In the county in which the premises.are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations 
on or production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from the land described in 
this lease. There shall be allocated to the land covered by this lease Included In any such unit that portion of the totatproductlon of pooled minerals from wells in the unit, after deducting any 
used In lease or unit operations, which the net oi l or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres In the unit. The production so 
allocated shall oe considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and in
cluded in said unit in the same manner aa though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be dissolved by 
lessee by recording an appropriate Instrument In the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit. 

fi. If at the expiration of the primary term there Is no well upon said land capable of producing oil or gas, but lessee has commenced operations tor dri l l ing or reworking thereon, this lease 
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional 
well or wells, f > d If they result In the production of oil or gas, so long therafter as oil or gas Is produced from said land. If, after the expiration of the primary term, all wells upon said land 
should become incapable o l producing for any cause, this lease shall not terminate If lessee commences operations fo r additional dril l ing or tor reworking within 60 days thereafter. If any 
dri l l ing, additional dri l l ing, or reworking operatlona hereunder result In production, then this lease shall remain In ful l force so long thereafter as oi l or gas is produced hereunder. 

7. Lessee shall have free use of oi l , gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder, and the royalty shall be computed after deduc
t ing any t o u ted. Lessee shall have the right at any t ime during or after the expiration of this lease to remove all property and fixtures placed by lessee on said land, including the right to 
draw and remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no wel l shall be dril led within two hundred feet (200 tt.) 
of any residence or bam now on said land without lessor's consent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land (or stoves and Inside 
lights In the principal dwelling thereon, out o l any surplus gas not needed for operations hereunder. 

6. The rights of either party hereunder may be assigned In whole or in part and the provisions hereof shall extend to their heirs, executors, administrators, successors and assigns; but no 
change in the ownership o l the land or in the ownership of, or rights to receive, royalties or shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the 
rights of lessee: and no such change or division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certif ied mall at lessee's principal place of 
business with acceptable Instruments or cert i f ied copies thereof consti tut ing the chain of t it le from the original lessor. If any such change in ownership occurs through the death of the 
owner, lessee may, at its option, pay or tender any royalties or shut-In royalties In the name of the deceased or to his estate or to his heirs, executor or administrator until such time as lessee 
has been furnished with evidence satisfactory to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in pan shall, to the extent of such assignment, 
relieve and discharge lessee of any obligations hereunder and, If lessee or assignee of part or parts hereof shall fall or make default in the payment ot the proportionate part of royalty or shut-
in royalty due trom such lessee or assignee or tall to comply with any of the provisions of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which 
lessee or any assignee therof shall properly comply or make such payments. 

9. Should lessee be prevented from complying wi th any express or Implied covenant of this lease, or from conducting drill ing or reworking operations hereunder, or from producing oil or 
gas hereunder by reason of scarcity or Inability to obtain or use equipment or material, or by operation ol torce majeure, or by any Federal or state law or any order, rule or regulation o l 
govermentmentai authority, then while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and this lease shall be extended while 
and so long as lessee Is prevented by any such cause from conducting dri l l ing or reworking operations or from producing oil or gas hereunder; and the time while lessee Is so prevented shall 
not be counted against lessee, anything In this lease to the contrary notwithstanding. 

10. Lessor hereby warrants and agrees to defend the t i t le to said land and agrees that lessee at Its option may discharge any tax, mortgage or other lien upon said land, and In the event 
lessee does so It shall be subrogated to such Hen wi th the right to enforce same and to apply royalties and shut-In royalties payable hereunder toward satisfying same. Without impairment of 
leasee's rights under the warranty. If this lease covers a leas Interest in the oi l or gas In all or any part of said land than the entire and undivided fee simple estate (whether lessor's Interest Is 
herein specified or not) then the royalties, shut-In royalty, and other payments, it any, accruing trom any part as to which this lease covers less than such ful l Interest, shall be paid only in the 
proportion when the Interest therein. If any, covered by th l t lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors 
fall to execute this lease, it shalf nevertheless be binding upon the party or parlies executing the tame. 

11. Lessee, Its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or In part, to lessor or his heirs, successors, and assigns by delivering 
or mailing a release thereof to the lessor, or by placing a release thereof of record in the county in which said land Is situated; thereupon lessee shall be relieved from all obligations, express
ed or Implied, of this agreement as to acreage so surrendered, and therafter the shut-In royalty payable hereunder shall be reduced In the proportion that the acreage covered hereby Is/educ
ed by said release or releases. 

Executed ths day and year first above written. 
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i t l i i m c m »o * aoo Council of Petroleum 
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E X H I B I T t t f> M 

Attached to and made a part of the Operating Agreement dated 
A p r i l 15, 1985 and covering the SE/4 Section 27, 
T-23-S, R-36-E, Lea County, New Mexico" between DOYLE HARTMAN 
as Operator and ASHLAND EXPLORATION, INC. ET AL as Non-Operators. 

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 
maintenance of the Joint Property. 

"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint 
Operations 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 operat
ing capacity. 

"Technical Employees" shall mean those employees having special and specific engineering, geological or other 
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi
tions and problems for the benefit of the Joint Property. 

"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 

"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 

"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

2. Statement and Billings 

Operator shall bi l l Non-Operators on or before the last day of each month for their proportionate share of the 
Joint Account for the preceding month. Such bills w i l l be accompanied by statements which identify the author
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of i n 
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep
arately identified and fu l l y described in detail. 

3. Advances and Payments by Non-Operators 

"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. Operator shall adjust each monthly billing 
to reflect advances received from the Non-Operators. p r ime r a t e p l u s 1.25% 

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipts I f payment is not 
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve- 'poroont (12 ['I) per 
annum 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 correct
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any 
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following 
the end of any such calendar 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 i t is made within the same prescribed period. The provisions of this paragraph shall not prevent 
adjustments resulting f rom a physical inventory of Controllable Material as provided for in Section V. 

5. Audits 
A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope
rator'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 joint or simultaneous audits in a manner which wi l l result in a minimum of inconvenience to the Opera
tor. Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless agreed 
to by the Operator. 

6. Approval by Non-Operators 
Where an approval or other agreement of the Parlies or Non-Operators is expressly required under other sec
tions of this Accounting Procedure and i f 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-Opera
tors. 



I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Rentals and Royalties 

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

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

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

—.:- (3) Salaries and wages of Technical Employees directly employed on the Joint Property i f 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 2A of this Section 
I I . Such costs under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage as
sessment" on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this 
Section I I . I f 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 2A and 2B of this Sec
tion I I . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under 
Paragraph 2A of this Section I I . 

3. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, re
tirement, stock purchase, thr i f t , bonus, and other benefit plans of a like nature, applicable to Operator's labor 
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section I I shall be Operator's actual 
cost not to exceed twenty por cant (SO^.).. t w e n t y - s i x p e r c e n t (26%) o r p e r c e n t most r e c e n t l y 
recommended by t b e C o u n c i l o f P e t r o l e u m Accoun tan t S o c i e t y o f N o r t h Amer ica . 

4. 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 sur
plus slocks shall be avoided. 

5. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita
tions: 

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, 
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed 
to by the Parties., excep t , a s s p e c i f i c a l l y a u t h o r i z e d by A r t i c l e XV A . 1 . o f the O p e r a t i n g 

B. ^ iu r^us^ laHer iaKs^ storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge 
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac
count 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, there shall be no equalization of actual gross trucking cost 
of $200 or less excluding accessorial charges. 

6. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by 
Paragraph 9 of Section I I and Paragraph 1. i i of Section I I I . The cost of professional consultant services and con
tract services of technical personnel directly engaged on the Joint Property i f such charges are excluded from the 
Overhead rates. The cost of professional consultant services or contract services of technical personnel not d i 
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by 
the Parties. 

7. Equipment and Facilities Furnished by Operator 
A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com

mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other 
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%) 
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area 
of the Joint Property. 

B. . In iieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in 
the immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates 
published by the Petroleum Motor Transport Association. 

8. Damages and Losses to Joint Property 
Al l costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's 
gross negligence or w i l l f u l 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. 

9. Legal Expense 
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments 
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 attorneys shall be made unless previously agreed to by the Parties. A l l other legal 
expense is considered lo 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. 
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10. Taxes 

A l l taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the 
Parties. 

11. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work
men's Compensation and/or Employers Liability under the respective state's laws, Operator may, at its election, 
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's 
cost not to exceed manual rates. 

12. 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 incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

I I I . OVERHEAD 

1. Overhead - Drill ing 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 2A, 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 ( ) shall 
not ( Xj o e 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: 

Drill ing Well Rate $ $5,500 
Producing Well Rate $ $ 5 5 Q 

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

(a) Drilling Well Rate 

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on 
the date the drilling or completion rig is released, whichever is later, except that no charge shall 
be made during suspension of drilling operations for fifteen (15) or more consecutive days. 

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment 
arrives on location and terminate on the date the drilling or completion equipment moves off loca
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen
sion of drilling operations for fifteen (15) or more consecutive days 

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con
secutive 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, commence through date of rig release, except 
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive 
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 produclion is not commingled down 
hole shall be considered as a one-well charge providing each completion is considered a separate 
well by the governing regulatory authority. 

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc
tion shall be considered as a one-well charge providing the gas well is directly connected to a per
manent sales outlet. 

[4 ] A one-well charge may be made for the month in which plugging and abandonment operations 
are completed on any well. 

[5] A l l other inactive wells (including but not limited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of Apri l each year following the effective date of the 
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by mul t i 
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc
tion 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 adjustment. 

— 3 — 
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B. Overhead - Percentage Basis 

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

(a) Development 

. Percent ( % ) of the cost of Development of the Joint Property exclusive of costs 
provided under Paragraph 9 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 1 and 9 of Section I I , all salvage credits, the value of injected substances purchased 
-_ for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-

- eral interest in and to the Joint Property. 

(2) Application of Overhead - Percentage Basis shall be as follows: 
For the purpose of determining charges on a percentage basis under Paragraph I B of this Section I I I , de
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures 
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed 
assets and any other project clearly discernible as a fixed asset, except. Major Construction as defined in 
Paragraph 2 of this Section I I I . A l l other costs shall be considered as Operating. 

-3-.—Overhead—Major Construction 

~^~^«^r^mpensate Operator for overhead costs incurred in the construction and installation of fixed assetsJ_>lb«--e"jr^""'^ 
pansiolT^rMwe4assets, and any other project clearly discernible as a fixed asset required forthe^derCTo^ment and 
operation of theJoTTrsicijperty, Operator shall either negotiate a rate prior to the beginiURg-Ol^onstruction, or shall 
charge the Joint Accountfor""1cWe£b^ad based on the following rates foran^Maj?5r*Construction project in excess 

A. % of total costs i f such costs are rno^e^sS^Zl— but less than $ ; plus 
B. % of total costs in excess^e#--$t!!l__ _buT*7essaban$l,000,000; plus 
C. % of total__ciisie-T7T^xcess of $1,000,000. —•— 

Total costskalWrlelmthe gross cost of any one project. For the purpose of this paragraphT^rrt><airriponent parts 
cjf^^enrgTeproject shall not be treated separately and the cost of-drilling and workover wells shall beelTcfedeo^^ 

3. 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 ma
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how
ever, 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-Opera
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera
tor 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 reason, 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 bases exclusive of cash dis
counts: 

A. New Material (Condition A) 
(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a 

maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest 
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property 
where such Material is normally available. 

(2) Line Pipe 
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of 

movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor
mally available. 

(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para
graph 2A (1) of this Section IV. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable 
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally 
available. 

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 
(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV. 

(2) Material moved from the Joint Property 
(a) At seventy-five percent (75?<) of current new price, as determined by Paragraph 2A of this Section IV, 

if Material was originally charged to the Joint Account as new Material, or 



(b) at sixty-five percent ( 6 5 $ ) of current new price, as determined by Paragraph 2A of this Section 
IV, i f Material was originally charged to the Joint Account as good used Material at seventy-five per
cent (75%) of current new price. 

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

C. Other Used Material (Condition C and D) 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until 
after reconditioning shall be priced at f i f t y percent (50% ) of current new price as determined by Para-

. graph 2A of this Section IV. The cost of reconditioning Shall be charged to the receiving property, pro-
• vided Condition C value plus cost of reconditioning does not exceed Condition B value. 

(2) Condition D 

Al l other Material, including junk, shall be priced at a value commensurate with its use or at prevailing 
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be 

I priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
i pose of Condition D Material under procedures normally utilized by the 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 ren
dered by such Material. 

E. Pricing Conditions 

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15(£) per 
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when 
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section I I . 

(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 lo the 
Joint Account until adjustment has been received by Operator from the manufacturers or their agents. 

i 

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 shal) be given by Operator at least thirty (30) days before any inven
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators 
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages 
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad
justments shall be made by Operator with 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 or change of interest 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. 

4. Expense of Conducting Periodic Inventories 
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 



EXHIBIT MD" 

Attached to and made a part of the 
Operating Agreement dated 

April 15, 1985 and covering SE/4 
Section 27, T-23-S, R-36-E 

County, New Mexico between DOYLE HARTMAN 
as Operator and Ashland Exploration, 

Inc. et a l 
as Non-rOperators 

Operator, at a l l times while operations are conducted hereunder, 

shall carry, and require i t s contractors to carry insurance to indemnify, 

protect and hold the parties hereto harmless as follows: 

1. Insurance which shall comply with the Workmen's Compensation, 

Employers L i a b i l i t y and Occupational Disease laws of the State 

in which operations hereunder are conducted; 

2. Comprehensive general l i a b i l i t y insurance with l i m i t s of not 

less than: 

A. Bodily Injury: 

$500,000 per person and $500,000 for each occurrence 

and, 

B. Property Damage: 

$250,000 for each occurrence and $500,000 i n the 

aggregate. 

3. Automobile l i a b i l i t y insurance with l i m i t s of not less than: 

A. $250,000 per person and $500,000 per accident pertaining 

to bodily injury to, or death; of persons; and, 

B. $100,000 per accident pertaining to loss of, or damage 

to, property. 

4. Commercial Umbrella Excess L i a b i l i t y : $15,000,000 per incident 

and annual aggreate. 

Upon successful completion of f i r s t well, a l l premiums paid on such 

insurance shall be charged to the j o i n t account. Except by mutual 

consent of the parties, no other insurance shall be maintained for the 

j o i n t account, and a l l losses not covered by such insurance shall be 

charged to the j o i n t account. 

Operator shall not be l i a b l e to Non-Operator(s) for loss suffered 

on account of the insufficiency of insurance carried, or of the insuror 

with whom carried, nor shall Operator be l i a b l e to Non-Operator(s) for 

any loss accruing by reason of Operator's I n a b i l i t y to provide or maintain 

the insurance above mentioned; provided, however, that i f at any time 

druing the l i f e of this agreement Operator Is unable to obtain.or maintain 

such insurance, Operator shall promptly n o t i f y Non-Operator(s) of such 

fact. 



EXHIBIT "E" 

GAS BALANCING AGREEMENT 

ATTACHED to and made a part of that certain 
Operating Agreement dated Apr i l 15, , 
19 85 , by and between DOYLE HARTMAN, Operator, 
and Ashland Exploration, Inc. et a l 

, Non-Operators. 

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 the gas, the other parties shall be entitled to pro
duce each month one hundred percent (100%) of the allowable gas produc
tion assigned to the Contract Area by the appropriate governmental 
entity having j u r i s d i c t i o n . A l l parties hereto shall share proportion
ately i n and own l i q u i d hydrocarbons recovered with the gas by lease 
equipment and shall pay their share of current operating expenses i n 
accordance with the provisions of the Operating Agreement to which this 
Exhibit i s attached. Each party taking gas shall own a l l of the gas 
delivered to i t s purchaser. Each non-taking 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 lo s t . 

2. Each party taking gas shall furnish Operator a monthly state
ment of gas volumes taken. 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 in 
operations, vented or l o s t , and the t o t a l quantity of l i q u i d hydrocar
bons recovered. 

3. After notice to Operator, any party with gas in storage may 
begin taking or delivering i t s share of the gas produced. In addition 
to i t s share, each 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 twenty-five percent (25%) ©f each over-produced party's 
share of gas produced. I f more than one party Is en t i t l e d to the addi
tional gas produced, they shall divide such additional gas i n accordance 
with their relative percentages of participation as set forth on Exhibit 
"A". 

4. In the event production of gas shall permanently cease prior 
to the time the accounts of the parties have been balanced, a complete 
balancing shall be accomplished by a money settlement. Such settlement 
shall be based upon the actual price or prices received by each over
produced party for i t s share of gas produced or sold and shall be ap
plied to reduce prior d e f i c i t s In the order of accrual of such d e f i c i t s . 

5. At a l l times while gas Is produced from the Contract Area each 
party shall make appropriate settlement of a l l royalties, overriding 
royalties, and other payments out of or in li e u of production for which 
i t is responsible, i n accordance with the provisions of Art i c l e V I I . E. 
of the Operating Agreement to which this Exhibit is attached, as i f each 
party were taking or delivering to a purchaser I t s share, and i t s share 
only, of such gas production. 

6. The Operator, at the request of any party, may produce the 
entire well stream, i f necessary, for a d e l i v e r a b i l i t y test not to 
exceed seventy-two (72) hours duration under such requesting party's gas 
sales contract. 

7. Each party producing and/or delivering gas to i t s purchaser 
shall pay or cause to be paid any and a l l production taxes due on such 
gas. 

8. The provisions of this Agreement shall be separately appli
cable and shall constitute a separate Agreement as to each well (or 
proration unit) and each reservoir to the end that production from one 
reservoir may not be u t i l i z e d for the purpose of balancing underproduc
tion from any other reservoirs. 



A.A.P.L. FORM 610 • MODEL FORM OPERA J irv^ -. . 

ARTJCLE 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 1 5 t h day 0 f J u l y , 19 85 . 

O P E R A T O R 

Doyle Hartman 

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

Ashland Exploration, Inc.--- HCW Income Properties, Inc. 

Bv: Bv: 

Igor Effimoff-Vice President-Exploration 7 ] ^ 
Rufus Gordon "Pete" Clay Trust // Barton Brothers Land & Royalty Company 
dated 9-1-79 

r>y: 
Co-Trustee 

Bv 

Co-Trustee 

Margaret Clay Couch Trust 
dated 9-1-79 

Bv: 

Co-Trustee 

By: 

ARCO O i l & Gas Company 

By: 

C i t i e s Service O i l & Gas Corporation 

By: 

Bv 

Co-Trustee 
Lewis Burleson 

Evelyn Clay O'Hara Trust 
dated 9-1-79 

Bv 

By: 

Co-Trustee 

Co-Trust ee 

^Executed subject to that certain Conditional Letter of Acceptance 
dated April 25, 1985. 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

GARREY CARRUTHERS J u l y 2 4 , 1989 
POST OFFICE BOX 90B8 

STATE LAND OFFICE BUILDING 
SANTA FE. NEW MEXICO 87504 

(5051 837-5800 

GOVERNOR 

William F. Carr, Esq. 
Campbell and Black, P.A. 
P. O. Box 2208 
Santa Fe, New Mexico 87504-2208 

Re: Reopening of Cases 8668 and 8769 

Dear Mr. Carr: 

Your request to have the above reopened cases heard by 
the Commission rather than by a Di v i s i o n Examiner i s 
hereby denied. Because you are seeking reconsideration 
of D i v i s i o n orders, i t is appropriate that those orders 
be heard by the Di v i s i o n f i r s t . 

I t i s my poli c y not to bring cases d i r e c t l y to the 
Commission unless they are of precedential value or de 
novo cases which are required to be before the Commis
sion. 

In one of the case f i l e s , there was a request for 
continuance of t h i s case to the August 9th docket. 
Unless I hear further from you, these cases w i l l be 
continued to August 9, 1989. 

Sincerely, 

WILLIAM J. LEMAY, 
Director (J 

WJL/RGS/dr 

CC: J. E. Gallegos, Esq. 
Don Maddox, Esq. 
Harold L. Hensley, Jr., Esq. 
W. Thomas Kel l a h i n , Esq. 



GALLEGOS LAW FIRM 
A Professional Corporation 

300 Paseo de Peralta 
Suite 100 
Santa Fe, New Mexico 87501 
505*983.6686 
Telefax No. 505 • 986 • 0741 

t i W l / f June 29, 1989 

Our File No. 87-1.3 

Ms. Florene Davidson 
OCD Staff Specialist 
Oil Conservation Division 
P. O. Box 2088 
Santa Fe, New Mexico 87504 

RE: Applicati©ax)f Howard Olsen to Reopen 
CasC8r368 and to Reopen Case 8769 

J. E. Gallegos 
George F. Bingham* 
Michael L. Oja t 

Felice G. Gonzales 
Joanne Reuter 

JUL ~2 

OIL Ci . ' • 

Dear Ms. Davidson: 

These two cases have been on file for well over a year and we have 
asked that they be set for hearing and concluded. We have learned that they 
were to be set on the July 12, 1989 docket. Unfortunately, that will not 
allow sufficient time to schedule and perform depositions of some key 
witnesses. 

It would be appreciated if these matters could be called for 
hearing on the July 26, 1989 docket. 

Very truly yours, 

GALLEGOS LAW FIRM 

JEG:evm 

cc: Harold Hensley, Esq. 

* Also admitted in tie District of Columbia 

t Also admitted in California 



Memo ROBERT G. STOVALL 

General Counsel 

; 2 / 

/ ^ w * * * * * ^ 

Oil Conservation Division Santa Fe, Nev. Mexico 87503 
(505) 827-580 5 
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CAMPBELL S BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C E • . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

M A R K F. S H E R I D A N 

J . S C O T T H A L L 

J O H N H . B E M I S 

W I L L I A M P. S L A T T E R Y 

M A R T E D . L I G H T S T O N E 

P A T R I C I A A . M A T T H E W S 

J E F F E R S O N P L A C E 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 8 

SANTA FE, NEW MEXICO 87504-2208 

T E L E P H O N E : ( S O S I 9 8 S - 4 4 2 I 

T E L E C O P I E R : ( S O S ) 9 8 3 - 6 0 4 3 

J u l y 21, 1989 

HAND DELIVERED 
W i l l i a m J. LeMay 
D i r e c t o r , O i l Conservation Div. 
New Mexico Department of Energy, 
Minerals & Natural Resources 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

RECEIVED 

JUL Z 1 1989 

OIL CONSERVATION DIVISION 

Re: Case 8668; In the Matter of Case No. 8666 being reopened 
upon Application of Howard Olsen to Reconsider the 
Provisions of Division Order No. R-8031. 

Case 8769; In the Matter of Case No. 8769 being reopened 
upon Application of Howard Olsen to Reconsider the 
Provisions of Division Order No. R-8091. 

Dear Mr. LeMay: 

I represent Doyle Hartman, i n a s s o c i a t i o n w i t h the Gallegos 
Law Firm, i n the above-referenced cases which are c u r r e n t l y 
scheduled f o r hearing before a D i v i s i o n Examiner on Ju l y 26, 1989. 

The purpose of t h i s l e t t e r i s t o request t h a t these cases be 
continued t o the August 17, 1989, O i l Conservation Commission 
hearing. The attorneys f o r Howard Olsen j o i n i n t h i s request f o r 
continuance. 

I n these cases the D i v i s i o n i s asked t o reconsider orders 
which Mr. Hartman obtained t h a t pooled i n t e r e s t s of Mr. Olsen. The 
questions r a i s e d i n these cases w i l l u l t i m a t e l y have t o be resolved 
by the courts and an Examiner Hearing i s an unnecessary step i n 
o b t a i n i n g f i n a l r e s o l u t i o n of t h i s matter. I t , t h e r e f o r e , would 
be more e f f i c i e n t f o r the p a r t i e s and the D i v i s i o n , i n terms of 
both the cost and time involved, i f the matter could be heard 
i n i t i a l l y by the Commission. 



W i l l i a m J. LeMay 

Director, Oil Conservation Div. 
J u l y 21, 1989 
Page -2 -

Your a t t e n t i o n t o t h i s matter i s appreciated. 

WFC:ep 

cc: J.E. Gallegos, Esq. 
Don Maddox, Esq. 
Harold L. Hensley, J r . , Esq. 
Doyle Hartman 
W. Thomas K e l l a h i n , Esq. 




