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Case 'No. 6431
HNG 042 Company;'
UJW&M Com "35" #]
N/Z Sec. 35, 235-28
Eddy County, New Mexico




DRILLING OR \WORKOVIR AFE RN I IS SR © R, - --
Ol Compeyyy
i fa WHDCAT {5 Livitopnaon! . [0 WIGEOVEE SO
10 DRILLING [ DRIUING L SANE ZONE
, {X} COMPLETION {7] COMPLETION {7 NEW ZONE HNG W L e i e -
(3 RE-ENTRY ‘ [0 RE-ENTRY (JP&A HNG EST COST
\ AFE DATE
. LEASE & . ' DEPTH
WELLNO. Williams Com 35-1 - J&FORM 13,400 Morrow
_LOCATION, 660" ¥NL & 2310' FWL, Sec. 35, T-23-5, R-28-E
- . B COUNTY '
e T . & STATE Eddy, New Mexico : FIELD  Wildcat
R - . SPUD
Wi ’:ﬁ . OPERATOR HNG 0il . . - DATE 12-10-78
e RE . INTANGIBLE WELL COST
SRR DESCRIPTION DRILING - COMPLETION TOTAL
” = : 1 Access, Location & Roads 40,000 : 40,000
2 Rig Move P . 70,000 I 70,000
3 Footoge Cost . : C :
4 | Doy Work Cost 79 days @ 4,650 325,500 125,500
5- Bits & Reamers 42,500 42,500
6 fue! - P - 42,000 4,200 46,200 |
7 Woler .~ C ’ 5,000 : 5,000
8 | Mud & Chemicals 65,000 - 5,000 70,000
9 Cementing & Service . 42,500 B 42,500
.10 Coring B
LA .‘gujr—\./eying & Testing - : 40,000 40,000
12 .| Mud logging .. : 17,500 - ’ 17,500
13 Perforating [N . T , 5,000 - 5,000
14 Stimulation : . ) 30,000 30,000
15 Transportotion . . 6,000 6,000 12,000
16 Drilling Overheod & Supervision -~ L. .. .10,500 1,050 11,550
L 17 Equipment Rental . i ' 12,000 7,000 - - 19.000_"
18 Completion Rig v = .7 days @ : 32,550 32,550 °
19 Other Drilling Experse . ' . - :
20 Contingencies (10% of Intongibles) 71,850 9,080 80,930
21 - : . - . 2T . .- - - -
22 . R . . R - B
23 ~ ... - TOTAL INTANGIBLES . 790,350 . 99,880 . . 890,230
’ . ' TAMNGIBLE WELL COST.’ . '
24 4o  Of 20' ° Conductor Cosing - 2,750 g . - 2,750
25 _ 600 Of 13 3/8 * Surfoce Casing - 10,275 * 10,275
26 . 1100 '~ ©Of .9 5/8 ".Intermediate Cosing 37,925 . KN 37,925 -
27 R *Of: 2 -.." Intermediate Cosing- : o Co ‘. [
28 117.200 ' ©f -7 " Intermediate Casing 141,960 : 141,960 .
29 2200 ©f 4 1/2 " Produdlion Cosing . 22,000 22,000 . . .
30. - " of . ** Tie-Back Cosing - ' :
3 11.000-  ©f 2 7/8 - Tubing - - 107,150 107,150
32 .0~ .t Of. . . ™ Tubing . - . L
+ 33 - Of . * Tubing < - : : s AR
34 Liner Equipment . ! . 12,500 12,500
35 Wellheod Equipment = . 15,000 20,000 35,000
. 36 Producing Facilities, Tonk Baottery, Flowline - 30,000 30,000
. 37 Pockers & Other Subsuriace Toois : L - . B -
.+ 38 Contingencies (10% 'of Tangibles) - <. 1, 20,791 . | . ‘19,165 } - 39,956 .
39 S . B - ' L
20 — ) . M L
N “TOTAL TANGIBLES i 228,701 210,815 439,516 . -
{42 | - - TOTALWELLCOST . . 1,019,051, 310,695 1,329,746,
N T ._HNG OIL COMPANY APPROVAL B
. By -Date  |By . Date |By " | Date |By : Date |By Dote
1. N AL o . s -
L - L JOINT OPERATOR APPROVAL
" Fitm : e . By . S Title \ ' Dote




Taxes ' . .

All taxes of every kind and nature nssessed or levied upon or in connection with the Joint Property, the opera-

gon thercol or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
arties. . .

lnsurnnce

Net premiums paid for lnsurance 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 Compeénsation . and/or Fmployers 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,

Other Expendlturel .

Any other expenditure not.covered or dealt with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

- 1118 OVERHE AD

_0verhezd - Drllllng nnd Produclng Operatlons b ’ '
- As’ compensatnon for admxmstratwe supervision, ‘office services and warehousing costs, Operator shall charge
drllllng and producing operations on either:
X) Fixed* Rate Basis, Paragraph 1A, or
) ‘Percentage Basis, Paragraph 1B.. . - .
. Unless otherwise’ agreed to by the Parties,, such charge shall be in lieu of costs and expenses of all omces
- «and salaries-or wages plus applicable burdens and experses of all personnel, except those drrectly chargeable

i ‘under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection "with
, - matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered

k‘;’ﬁx

“ f ,‘g __2._.-»’ . -'~_ % asincluded in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
s . .cost and- expense are agreeo to by the Parties as a direct charge to the Joint Account.

. 'I‘he salanes, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant )
. "services"and contrdct services of technical personnel drrectly employed on the Joint Property shall ( ) shall
,not () be covered by the Overhead rates

A. Overhead leed Rate Basxs ' . C N .
(1) Operator shall charao the Tmnt Account at the followmg rates’ per well per month

R Dnllmg Wel.l Rate' § 2398.00°
¢ Producmg Wel.l Rate $_318.00

(2) Applicatlon o( Overhead I-‘txed Rate Basxs shall be as lollow5'
(a) Dnlllng Well Rate:" . - L. - 1o

e *_,ﬂj([l]’Charges for, onshore dnllmg wells shall begm on” the" date the well is spudded and terminate on
oow. “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-
. sxon of dnllmg operatxons for fifteen (15) or more consecutive days

[3] Chargu for wells undergomg any. type of ‘workover or recompletion for a period of five (5) con-" "

-+ 'secutive days or more shall be made at the drﬂlxng 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 diiring suspensxon oi operatxons for fifteen (15) or more consecutwe
days." ol - . .

4\2(

[1] An active well “either produced ‘or m]ected into for any portion of the month shall be consrdered
‘as a- one-well charge {or ‘the entire month.-

[2] Each? acnve completlon in a multi- completed well in which production is not commingled down
hole:shall, be considered as a one-well charge prov1dmg each*completion is considered a separate.
: well by’ the governmg regulatory authority.

[3] Ammactxve gas well shut in because of overproductxon or taxlure of purchaser to take the produc-
- tion’shall be consndered asa one well charge provxdmg the gas well is dlrectly connected to a per-,
. manent sales outlet. { © -

[4] A one-well chnrge may be made for the month in which pluggmg and abandonment operatlons
. are completed on any well 9 ;

[5] All%‘other.mactlve wells (mcluding but not - l)mlted to” inactive wells covered by unit allowable,
"+ lease allowable, transferred allowable, ete.) shall not. qualify for an overhead ¢éharge. .- '

(3) The well rates shall be adJusted as of the first day of April each year: followmg the cffective date of the -
agreement to which this Accountmg Procedure is attached. The adjustment shall be computed by multi-
‘plying the rate currently in use by the percentage increase or decrease in the averare 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, Burcau of Labor Statistics; or the.
equivalent Canadlan’ index "as published -by . Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adJustment
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CASE NO. 6431
HNG OIL COMPANY
Williams Com "35" #1
N/2 of Section 35, T-23-S, R-28-E
Eddy County, New Mexico

1.875 mineral acres in and under the N/2 SW/4 SW/4 NW/4 (Farm Tract 664)
containing 5 acres. .

"Ovnership of 1.875 acres:
Heirs of Albert Larson. - 1,0417 acres
0laf Enderud 0.8333 acres
1.8750 acres

Last Known Address: Caldwell, Kansas

:5 acres being N/2 su/4 Nw/& NW/4 (Farm Tract 660).

Ownership of 5 acres:’

Heirs of Burt Schurr

Last Known Addrqss: LeRoy, Kansas

At w.,, 5 e
i )




Ci

Mr. Robert B. Crleman

HE

' . gas mineral interests in the Pennsylvanian formation in and under the N/2

New Mexico.

SRR AR B S

e
,

R A g (915) 683 4871
.

P O BOX 2267. MIDLAND, TEXAS 79702
Gy :

January 24, 1979

P. 0. Box 501
Midland, Texas

i

79702

HNG-Williams "35" Com.
Eddy County, New Mexico

RE: ft1

Dear Mr.fColemgn:.g

"You_ have advised us vérbally that you are acquiring an oil and
gas lease from the heirs of Burt Schurr covering the N/2 SW/4 NW/4 NW/4
of Section 35, T- 23-S R—28 E, Eddy County, New Mexico. .-

This company failed in its efforts to locate the prescnt owners
of the above described 5 acre tract and elected to proceed with the
drilling of its Williams "35" Com. #1 Well located 660' FNL and 2310'
FWL of Section 35, T-23-S, R-28-E, Eddy County, New Mexico. This test well
will be drilled to suffic1ent1y test the Morrow formation at an estimated
depth of 13,400°'.

On Januarv 9 1979 application was made (copy attached) to the 0il
Conservation Division of New Mexico for compulsory pooling of all oil and

of said Section 35. A hearing is set for January 31, 1979 in Santa Fe,

i Assuming you do have a-valid lease covering the interests of the
owners of the above mentioned 5 acre tract, we invite you Lo commit same to
a 320 acre unit -covering the N/2 of said Section 35 and to participate in
the drilling of the HNG-Williams "35" Com. #1 as a working interest (1.5625%)
owner. : In lieu thereof, we.would be agreeable to assuming your position
6n a farmout basis with you retaining a 1/16th overriding royalty interest
with the option to convert same to a 1/2 working interest at payout of the
well, both proportionately reduced.

A copy of our AFE for the drilling of the Williams "35" Com. #1 is
enclosed herewith.

vYours vefy truly,
* HNG OIL COMPANY .

wﬂﬂ(ﬂﬂ‘///(44/{44¢/

Raymond Parker
Manager of Lands
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Blank

State <;l Kansas
County of e
...... - Tom .B“rd?ﬂ.“,,',, e I , being ﬂn:)\ duly sworn, on h {g... oslh states,
N that .. _heisa person of lawful age; that .he is and has been for_ . . . _,1_8,_‘_ . years last past a resident
[ SO ..::‘s..edg‘""‘:k ; ) County, State of __ . Kansas e e ... and lurther

R O P,

deposes and states: - - ' : - ’ o
That’ affiant has made a thorough investigation in an attempt to locate Mr. Albert Larson ’
and/or his heirs at law, said party being the owner of a 5/24 mineral interest in and
- under the NYSWYSWYNWY of Section 35-23 South, 28 East, Eddy County, New Mexico.
Investigation attempts led the Affiant to Mr. D. B. Stalling, attorney at Law of .
Caldwell, Kansas, who knew the party in question ‘and who at one time was a- resident of-
Kiowa, -Kansas. Affiant ‘was advised to contact Mr. Carl McNally of Kiowa, Kansas for .-
i Mr. McNally had been a long time -

information regarding the .whereabouts of Mr. Larson.
friend of Mr. Larson. Affiant discovered Mr. McNally to be deceased, however, his : )
surviving widow was still -living, but quite elderly. She recalled that Mr. Larson
had some brothers and sisters, but she did not know their whereabouts. She stated S
' that she thought, that Mr.’ Larson had moved to Los Angeles around 1949 and ‘that she had -
not heard of ‘or-from him since nor from his brothers or sisters. She stated that Mr.
-. Larson had a-wife and several children, but they moved when Mr. Larson.did. Affiant
then checked with various government agencies in Sacramento, California in an attempt to
locate Mr. Larson to no avail. Affiant then re-contacted Mr. .Stalling for additional
information without success.’ Thercfore, affiant considers the above as representative of
. ‘@ thorough. investigation to locate Mr. Larson, or his heirs at.law, and that-same are ® -
‘.. not locatable.- '-. R ) LT : .

‘.

fufther; Affiant saith not:

c T o

'}om Burden

.
Gra v e saneaend Nee -

! }viy CommimionAE’Ix“pires; L ’

4. ACKNOWLEDGMENT FOR INDIVIDUAL (Kans. Okla. and. Coio
Ce - B - . teel!
within_and for said County and State, on this ... oth

- Tom_ Burden

. *.. COUNTY. OF ... o e
T Before me, tHe undersigned, a Nota
anuary,

, 19 .0, persoflally appeuredi

day ql

< and oo eeeeeeere e : A

<.

tical person - ks aze LY et
v, ne o axeen ¢ " LS - % fied whd vola ‘act and deed for the uses and purposes’ thérein set forthii ™
.. executed the same as ., 00« free.and voluntary act and deed for purp H B
that . IN .W-ITXE(’;SSS' WHEREOF, I have hereunto set my hand and official seal the day and yi bove written. - K

g . . . A R o LT
- fé;"rﬁe 'purnonu.lly:knnwn to be the dden who executed the within and foregoing instérument und acknowledged (e me
. > 1, S Ty . . o

; issi i - e o -, Po S S VA~ T . N
M, commission expires - - - DORENE K. DUNR """ Doréne K. Dunn - Notary Publié *
U A - @ | Sedgwick County, K& '} . . L
AT ty Appmt. Exp. \=ASSRE - . . . ; .

(age #2000

. s : ) @’;6/
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STATE OF

State of .
. Sedgwick )ss
County of .. . . )
TomBurden . .., being first duly sworn, on h . 1S oath states,
that . ... .. he is 8 person of lawful age; that __ | he is and has hee: for, . . 18 . years last past a resident

Sedgwick _Kamsas "7 and further
deposes and ntates:  That affiant has made a thorough investigation in an-attempt to locate

Mr. Olaf Enderud and/or his wife, Cora Enderud, or any heirs at law of same,

being owners of a 4/24 mineral interest in and under the N4SW:SWENW: of Scetion

35-235-28E, Eddy County, New Mexico. -Investigation attempts led the affiant to

Mr. D. B, Stalling, attorney at law, in the City of Caldwell, State of Kansas.

Mr. Stalling stated that Mr. and Mrs. Enderud werc at one time residents of Caldwell,

Kansas, but that they moved to San Diégo, California in the early part of the 1940's
to work in the naval. shipyards in that city.
that ‘both parties are now deceased.
‘brother and no children.

.of San Diego, California.

! .. County, State of

Mr. Stalling stated that Mr. Enderud had one
His brother's name was Ekrun Enderud and was also a resident

However, Mr. Stalling was fairly certain

) Since the two brothers were approximately the same age, it
waS»gssumedrby”Mr{ Sca;liné that. Ekrun Enderud-is also deceased. The affiant checked -
with ‘the .Department of Motor Vehicles in Sacramento, California in an attempt to locate

any of the previously mentioned parties since they would probably own an automobile
titled to them with an address on the State records. No such parties were listed.
Affiant also checked with the Bureau of Vital Statistics in Sacramento to ascertain

if any of the -parties.in question died a resident of the.State of California since

any death certificate would indicate the name and address of the next of kin. Yowever,
there were no such parties listed on the state records. Thereupon, the affiant
ré-contacted Mr. Stalling for additional information to no avail., Therefore,

affiant feels that. a thorough investigation has been made in an effort to locate

Mc. and Mrs. .01af Enderud and/or their heirs at law without results and that they
are not locatable. ; -

Further, Affiant saith not: . BRI I

DORE_;ECD‘(;UDUNH .
gWi nty, Ks.
My Appmt. Exp. \. =12y

Subscribed and sworn to before me this,

B

[ . i

C™ IO
Notary Public.

My CoﬁnﬁmhquxMrm.,.“;‘,. BT , 190

_..Kansas

- Sedgwick ot S ‘ - A !
a Notary Publie, within and for said County and State, on this ... 2~ ... e

, pcrsona.lly appeared.. Tom B.u.td_e.n

COUNTY OF....0 .
. Before me, the undersigned,
........ SRR §: X 79

v L T . e e . L e - “o e
) . . P

F T T I R T T [ T I N PR, o

to me personally I;nown to l;c the identical person  who executed the within and foregoing instrument and acknowledged to me

his .

€ . . executed the same as . . free and voluntary act and deed for the uses and purposes therein set forth.

the” IN WITNESS WHEREOF, I.ha

ereunto set my hand and official seal the day and 1;&2 t above wr:-t::in.Q
My commission exp‘".es. o MENE.K;DUNQS:' ’ ,ﬂme’\k. Dunn u>J}s\h:ttar\v Publie
. - sedgwick County, Ks. | . . o '
" e ty Appmt. Exp. Lu2=SCR
N . . ] i ' )
Co N . (731
) ‘ ' & &

. « Pl 0 em a B -
B P I T o T LR Ve = T v e Sy PRURNT SO SR PRSI RETURLATION . .-
A ?n,u; it g ANt R ku* \\\?-s., 4‘-‘ g b & o TR e e

W 3

said parties k
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“DELUNG OR WOPFKOVER ATE s IO-W‘ ,__j T HNOT
, ‘ : I Comprriy,

CLE AT 3w o ARIREE
i 1 DRILENS , [_j 5'\,','& 7ONE .
g [’_: CONMPLENON T COMPLENION &+ = [ 1w ZONE HING Wl T
A i G- IN] ! : . .
% (7} KE-ENTRY CORCivRY o PeA HNE EST. € OST
; . . .
R ’ Lo L _ AFE DATE
DT [eAses ‘ . : Toerh -
Sl WELLNO. Williams Com 35- 1 -7 . " e & FORM 13,400 Morrow
lOCAT'O__QéQ FNL & 7310' FWL Sec. 35, -F-23-§, R-28- E
COUNTY. . } L
& STATE Eddy, New’ Mexlco ) - e FlELD Wl]dcat
.o N SPUD . .
OPERAIOR HNG 011 . : . o " |DATE . 12-10-78
. Cn e lNTANGlBLE WELL COST
- DESCRIPTION E - - DRILLING . COMPLETION
1 Access, Locotion & Roads. - - * . . aE T 40..000
-2 _Rig Move . . e 70,000
3 | Footoge Cost’ R
4 Doy Work Cost 70 days @ 4 650 325,500
5 Bits & Reamers . . .o : 472,500 "
6 Fuel . L . -' . - 472.000 . 4,200~
7 Woter . -. e 5 . 000" e
8 -| Mud & Chemu(ols ST ) 65,000 5,000
9 | Cementing & Service 42,500
10.- Corlng“—.— . L - B ’ - -
1 Surveying & Testing . ..~ - L s . 40,000 M
12 ' | Mud logging R ) .- . 17,500 : '
13 | Perforoting ~ . ] : : . 5,000
14 Stimulation . < . . . - 30,000
15 Transportation - - ' 6,000 . 6,000
16 | Drilling Overhead & Superv:s;on Sl - - 10,500. - . -1,050
V7. Equipment Renlal- . ) - ). 12,000 . s - 7,000 .-
-18 Completion: Rig 7. ,,duys @, . Lt 1. -32,550
19 Other Drilling Experse " - s R
20 Contingencies (10% of Intongibles) « " - . . -'71,850 9,080
23 . .- -, TOTAL INTANGIBLES . _790;350- - - 99,880 . 890,230 -
N ) . L TANGIBLE WELL COST L , , S
24 | . 40 Of oo " Conducfor.Ccsmg . 12,750 | . - - . . 2,750
25 . 600 ~ OfF 13-3/8." Surface Cosing® - . . 10 -275. - b 105275
26 | 3100 ©Of --9:5/8" " Intermediate Cosing .. - 37, 925 N e -~ 37, 925
27 . |- S Oof - . " Intermediote Caosing . | - L .
-28 11.200 ~Of - 7. 7 Intermediate Cosing 141 960 . N - 141,960.' .
29 2200 " Of 4 1/2 " Production Casing - . , 1. 22,000 ° 22,000
30 . Of - . " Tie-Bock Cosing . - L R
31 11.000 Of -2 778 " Tubing . | - C e L .107,150 - - - 107,150
32 T T Of o~ . . Tubing - T N - : . i
33 . 51 Of - .- " Tubing . : N Lt . ' : - o
34 | -Liner Equipment N : f L 12,500 - 12,500
.35 Wellhead Equipment’ . . .15,000 i 20,000 35,000 .
- 36: . | Producing Faciltties, Tonk Bonery Flowline A - L . 30,000 - . 30,000~
37 Pockers-& Other Subsurface Tools .~ . .. . Lo . . i R L
38 . | Contingencies (10% of Tongibles) _ . ] ~ -20,791. 19,165 - 39,956 .. -
-39 | .. S A o e . B
40 T - T s ' S ' e
a1 - JOTAL TANGIBLES . . |- . 228,701 - 210,815 .- 439,516 - .,
T N R ~_TOTAL WELL COST- - -~ - ] 1,019,051 - ~ 310,695 1,329,746
h : HNG oIt 'COMPANY APPROVAL """ ..+ o :
S . ey : Date [By - - Date BY' . 7 .| Date {By - | Date By
i , JOINT OPERATOR APPROVAL -

i }é Firm e o By ". D T Tnle Ty




. 10. Taxes .

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property. the opera-
’ ;;on thereof, or the production therefrom, and which taxes have been paxd by the Operator for the benefit of the
A . I * Parties.

11. Insurance - . " : i B

- o R . - - Net. premiums paid for insurande required to be carned for the Joint Qperations 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-
- . L. . men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
T . include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator’s
: ST . cost not to exceed manual rates.

P . . 12, Other Expenditures . . !

e - Any other expenditure not covered or dealt with in the foregoing provxslons of this Section II, or in Section III,
Lt - and which is incurred by the Operator in the necessary and proper coaduct of the Joint Operauons

1. OVERHEAD

1. Overhead - Drilling and Producing Operations  * '

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

( ) Fixed Rate PBasis, Paragraph’ 1A, or

- 'l .-.

( ) Percentage Basis. Paragrzph 1B. t
- Unless otherwise agreed to by the Parties,.such charge shall be in lieu of costs and expenses of all offices :

S . and salasies or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
oL under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
: . smatters of taxation, traffic, accounting or matters before or involving govecnmental agencies shall be considered =~ !

as included in the Overhead rates provided for in the above selected Paragraph of this Section Il unless such

cost and expense are agreed 10 by the Parties as a direct charge to the Joint Account. :
. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
servicer and contract services of technical personnel dnrectly employed on the Joint Property shall ( ) shall
t().be med by the Overhead rales. ) ) , N

A. Overhead' - Fxxed Ra:e Basis
(1) Operator shall charge the Joint Aocounl at the !ol]owmg rates per well per month:
Drilling Well Rate $_2398. o , )
P'odudnz Well Rau SJL&OO : . . - !

(2) Applkauoa of Oscrhod Fixed Rate: B:ms shall be as follows:
(a) Drilling Well Rote _ -
[§3E Cbarges for onshore drilling wells shall begin on the date the well is spudded and terminate on

- e the date the-drilling or completion rig is released, whichever is later, except that no charge shall
- e be made’ durmg suspension of drilling operations for fifteen (13) 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~
ticn or rig is released, whichever occurs first, except that no charge shall be made dunng suspen- .
sion of dﬂlling operations for mteen (15) or more consecutive days’ .

(3] Charges for- wells undergoing any type of workover or recompletion for a peried of five (5) con-
secutive days or more shall be made at the drilling well ‘rate. Such charges shall be applied for -
the period {rom date workover operations, with rig, commence through date of rig release, except
that no chaxge shall- be made during 'suspension of operations for fifteen (15) or more consecutive

. days: . . .. . E

¥
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oo (b) Prcducmg Well Rales o

% A . {1} ‘An- active w-ell cllhe' produced or in;ccted mto !or any portion of the month shall be consxdered

I * . as a one- well charge for the entire month.

' {2} Each active completion in a multi-completed well in which production is not commingled down
'hole shall be considered as a one-well charge providing each completion is considered a separate
well by the governing regulatory authority. .

[3] An mactwe gas well shut in because of overproduction or failure of purchaser to take the produc-
‘tion shall'be considered as a ore-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 pluggmg and abandonment operations

. are comp)eted on any well.

S ‘o, [5] ‘All Sther’ machve wells (mcludmg but not limited to inactive wells covered by unit nllowab\e,

C lease allowable, trans{erred allowable, etc.) shall not qunllfy for an overhead charge.
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. (3) The Well rales shall ‘be ad)usted as of the first day of April each year following the effective date of the
' agreement to which this Accounnng Procedure is attached. The adjustment shall be computed by multi-
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 applxcable The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment. ey
ks




