SHINER 13 #1 WELL, LEA COUNTY, NEW MEXICO
2086' FWL and 2086' FNL,
SECTION 13, T-17-S, R-37-E,

HUMBLE CITY SOUTH STRAWN POOL
SPACING UNIT E/2NW/4 SECTION 13

Northwest Quarter (NW/4) Section 13, T-17-S, R-37-E

OWNERSHIP
E/2NW/4 SECTION 13
TOWNSHIP-17-SOUTH, RANGE-37-EAST
LEA COUNTY, NEW MEXICO

NEARBURG EXPLORATION COMPANY- 43.75000%
ONNEVILLE FUELS CORPORATION- 17.70995%

AMERADA HESS 1980 PROGRAM- 14.94142%
AMERICAN WEST OIL AND GAS CORPORATION- 9.53613%

(/)erb’  DAVID PETROLEUM CORP.- 5.27344%
MCMILLIAN PRODUCING COMPANY, INC.- 4.39453%
CAROLYN LOVELESS SCHLICHER - 1.94238%

NADINE PRIDEAUX LOVELESS- 1.63477%
LUCINDA LOVELESS HERSHENHORN- _81738%
100.00000%

BEFORE THE
OIL CONSERVATION DIVISION

Santa Fe, New Mexico

Exhibit No. __2
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Page 1 of 2

earb ducli ompan
Exploration and Production
Dallas, Texas

AUTHOF!ITY FOR EXPENDITURE

LEASE: Shriner 13 WELL NUMBER: 1 PROPOSED TOTAL DEPTH: 11,950
LOCATION: 2,086' FN&WL, Section 13, T17S, R37E, Lea Counly, New Mexico
FIELD: Humble City Strawn PROSPECT:

DESCRIPTION OF WORK: Drill and complete as a flowing Strawn oll producer.

EXPLORATORY,DEVELOPMENT.WQRKOVER: )

DATE PREPARED: 11/29/94 EST. SPUD DATE: 1/15/95 EST. COMPLETION DATE: 3/1/95

ACCOUNTING WELL NUMBER: 554400
COMMUNICATIONS ACCOUNT NUMBER: 4400

TOTAL WELL

OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Case No. 11186 Exhibit No. __3

Submitted by:__Nearburg Exploration Company

Hearing Date: January 5. 1995

INTANGIBLE COSTS: TO CSGPT | COMPLETION
Drilling Footage 11,950 Ft@ 15.75 $/Ft 188,213 ' 188,213
Drilling Daywork D/C/$/da 4 2 4500(1 18,000 5| . 9,000 27,000
Drilling Turnkey y 0
Rig Mobilization and Demobilization I— 0
Road & Location Expense 15,000 1,500 16,500
Damages 3,500 1,000 4,500
Directional Drilling - Tools and Service 0
Drilling Fluids 25,000 1,000 26,000
Fuel, Power, and Water 12,000 2,000 14,000
Supplies - Bits 500 500
Supplles - Casing Equipment 2,500 7,000 9,500
Supplies - Liner Equipment 0
Supplies - Miscelianeous 1,500 500 2,000
Cement and Cmt. Services - Surface Csg 5,000 5,000
Cement and Cmt. Services - Int. Csg 12,000 12,000
Cement and Cmt. Services - Prod. Csg 25,000 25,000
Cement and Cmt. Services - Other 0
Rental - Driliing Tools and Equipment 7,500 7,500
Rental - Miscellaneous 2,500 3,000 5,500
Testing - Drlll Stem / Production 6.000 4,000 10,000
Open Hole Logging 35,000 35,000
Mudlogging Services 15,000 15,000
Speclal Services 0
Plug and Abandon 15,000 {15,000) 0
Pulling and/or Swabbing Unit 10,500 10,500
Reverse Equipment 1,200 1,200
Wireline Services 5,000 5,000
Stimulation 9,500 9,500
Pump / Vacuum Truck Services 2,500 2,500
Transportation 2,500 4,000 6,500
Tubular Goods - Inspection & Testing 1,500 8,000 9,500
Unclasstfied 0
Telephone and Radio Expense 1,500 300 1,800
Engineer / Geologist / Landman 7,500 2,500 10,000
Company Labor - Fleld Supervision 15,000 4,500 19,500
Contract Labor / Roustabout 2,000 3,000 5,000
Legal and Professlonal Service 5,000 2,000 7,000
Insurance 10,200 10,200
Overhead 6,000 2,000 . 8,000
SUBTOTAL 414,913 94,500 . 509,413
Contingencies (10%) 41,491 9,450 - 50,941
BEFORE THE 56,404 103,950 © . 560,354




e oduci o
Exploralion and Production
Dallas, Texas

LEASE: Shriner 13

WELL NUMBER: 1

AUTHOleY FOR EXPENDITURE

Page 2 of 2

PROPCSED TOTAL DEPTH: 11,950

LOCATION: 2,086' FN&WL, Section 13, T17S, R37E, Lea County, New Mexico

FIELD: Humble City Strawn

PROSPECT:

EXPLORATORY.DEVELOPMENT,WéRKOVER: D

DESCRIPTION OF WORK: Drill and complete as a flowing Sirawn oil producer.

DATE PREPARED: 11/29/94
ACCOUNTING WELL NUMBER: 554400

COMMUNICATIONS ACCOUNT NUMBER: 4400

EST. SPUD DATE: 1/15/95

EST. COMPLETION DATE: 3/1/85

TANGIBLE COSTS:

Conductor Casing

Surface Csg 475 Ft @ 22.00 $/Ft
Intermediate Csg 4,700 Ft @ 14.00 $/Ft
Protection Csg Ft@ $/Ft
ProductionCsg 11,050 Ft@ 12.00 $/Ft
Protection Liner Fl@ $/Ft
Production Liner Ft@ - $Ft
Tubing 2-3/8" 11,400 Ft@ 3.50 $/Ft
Rods Fl@ $/Ft
Artificial Lift Equipment

Tank Baltery

Separators/Heater Trealer/Gas Units/FWKO
Well Head Equipment & Christmas Tree
Subsurface Well Equipment

Flow Lines

Saltwater Disposal Pump

Gas Meter

Lact Unit

Vapor Recovery Unit
Other Well Equipment
ROW and Damages

Surface Equipment Inslaflation Costs
Elect. Installation

ESTIMATED TOTAL TANGIBLES

ESTIMATED TOTAL WELL COSTS

. TOCSGPT

10,450

65,800

0

1,500

77,750

534,154

| COMPLETION

TOTAL WELL

0

10,450

65,800

143,400

0

143,400

20,000

12,000

10,000

6,000

7,500

3,000

2,500

10,000

254,300

332,050

358,250

892,404

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH
TUBULAR GOODS FROM OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE, OR LESS, UNLESS THE NON-
OPERATOR GIVES NOTIFICATION ON THIS FORM OF HIS INTENT TO FURNISH HIS PROPORTIONATE SHARE IN KIND. THIS

AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREE TO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED.

|:DATE:

PREPARED BY: HRW/TRM 11129194
REVIEWED BY:
APPROVED BY:
WI APPROVAL:  COMPANY

BY

TITLE

DATE

SHRIN13I.WK4




Nearburg Exploration Company

Exploration and Production
3300 North “A" Street
Building 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Mr. Jeff Niemeyer
Amerada Hess 1980 Program

1201 Louislana, Suite 700 ) R
Houston, Texas 77002 2Tk

77/ o /V
Re: Shriner 13 #1 Well; 2086’ FNL and iy

2086' FWL of Section 13, T-17-S,

R-37-E, Lea County, New Mexico
Byers Prospect

Dear Mr. Niemeyer:

Nearburg Exploration Company ("NEC*) proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086’ FNL and 2086’ FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith Is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

Amerada Hess 1980 Program, Inc. ("A-H") owns a 6.640625% working interest ("WI") in the spacing unit,
and NEC invites A-H to participate for its net Wi share under the terms of said Operating Agreement.
In the alternative, if A-H elects not to participate, NEC would like to acquire its interest under the terms
of a farmout with A-H delivering a 75% net revenue interest ("NRI*) prior to payout, with any overriding
royalty interest convertible at payout to a 25% proportionately reduced WI. NEC will also agree to
acquire A-H's leasehold interest by purchase at an acceptabie price and NRI.

If A-H elects to participate for its WI share, please execute and return one (1) executed AFE and a set
of signature pages to the enclosed Operating Agreement and Exhibit “F."

If A-H elects not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.

Yours very truly,

//&/ , BEFORE THE
/ OIL CONSERVATION DIVISION

Bob Sheiton Santa Fe, N .
Consulting Landman a Fe, New Mexico
BS:kg Case No. ___11186  Exhibit No. __4

Submitted by:___ Nearburg Exploration Company

Hearing Date: January 5. 1995
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| ¢ Complete items. ~ 1d 4a & b. foll ‘g services (for an extra
g ¢ Print your name\._.x address on the reverse of this form so that we can fee)—"

" return this card to you.
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. & Write ’Return Recelpt R ted’* on the mailpi

L ]
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® Attach this form to tha front of the mailpiece, or on the back if space
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The Return Receipt will show to whom the article was delivered and the date

1. O Addressee’s Address

2. [0 Restricted Delivery
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NE

Mr. Jeff Niemeyer

Amerada Hess 1980 Program
1201 Louisiana, Ste.700
Houston, TX 77002

P T T T e T O T < TIRR e WYk B Doty N AV

1’

4a. Article Number
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- Thank you for using Return Receipt Service.

o
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~
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#U.S. GPO: 1993—352-714
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Nearburg Exploration Company

Exploration and Production
3300 North "A" Street
Building 2. Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

David Petroleum Corp.
116 West First
Roswell, New Mexico 88201

Re: Shriner 13 #1 Well; 2086’ FNL and
2086’ FWL of Section 13, T-17-S,
R-37-E. Lea County, New Mexico
Byers Prospect

Gentiemen:

Nearburg Exploration Company (*NEC®) proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086’ FNL and 2086’ FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

David Petroleum Corp. (*David") owns a 2.34375% working interest ("W1") in the spacing unit, and NEC
invites David to participate for its net WI share under the terms of said Operating Agreement. In the
alternative, if David elects not to participate, NEC would like to acquire its interest under the terms of
a farmout with David delivering a 75% net revenue interest ("NRI*) prior to payout, with any overriding
royalty interest convertible at payout to a 25% proportionately reduced WI. NEC will also agree to
acquire David’s leasehold interest by purchase at an acceptable price and NRI.

If David elects to participate for its Wl share, please execute and return one (1) executed AFE and a set
of signature pages to the enclosed Operating Agreement and Exhibit "F."

if David elects not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.

Yours very truly,

41elton

Consulting Landman

BS:kg
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follow tervices (for an extra
¢ Print your name a ron on the reverse of this form so that we can foe):
'@ return this card to you. ‘
i z « Attach this form to the front of the mailpiece, or on the back it space 1. [ Addressee’s Address
ﬂ ® does not permit.
-3 ® Wiite *’Return Receipt Requested’’ on the mailplece below the article number. :
1'5 ® The Return Receipt will show to whom the article was delivered and the dlta.1 2. [ Restricted Delivery
i g delivered, . . * Consult postmaster for fee.
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18 ThAerA | 2. 1)) 008 o/
i E ! 4b. Servica Type
i 8 David Petroleum Corp. ] Registered 3 insured
s 116 West First Certified (dcop
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g 7. Date of Delivery
e 2194

...0__

x 5 Signature (Addressee)
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and fee Is paid)

Is your RET
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#U.S, GPO: 1993—352-714

Thank you for using Return Receipt Service.
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Nearburg Exploration Company

Exploration and Production
3300 North “A” Street
Building 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 815/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Mr. Greg Twombly

American West Oll and Gas Corporation ,
1776 Lincoin Street, Suite 1016 /3~ g/ 3 - / 7 /¢ S/
Denver, Colorado 80203 / /L —

Re: Shriner 13 #1 Well; 2086’ FNL and
2086' FWL of Section 13, T-17-S,
R-37-E, Lea County, New Mexico
Byers Prospect

Dear Mr. Twombly:

Nearburg Exploration Company (“NEC")} proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086’ FNL and 2086’ FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

American West Oil and Gas Corporation ("American®) owns a 12.109375% working interest ("WI") In the
spacing unit, and NEC invites American to participate for its net Wl share under the terms of said
Operating Agreement. In the alternative, if American elects not to participate, NEC would like to acquire
its interest under the terms of a farmout with American delivering a 75% net revenue interest (“NRI") prior
to payout, with any overriding royalty interest convertible at payout to a 25% proportionately reduced
WI. NEC will also agree to acquire American's leasehold interest by purchase at an acceptable price
and NRI.

If American elects to participate for its Wl share, please execute and return one (1) executed AFE and
a set of signature pages to the enclosed Operating Agreement and Exhibit *F."

if American elects not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.
Yours very truly,

Bob Sheiton
Consulting Landman

BS:kg
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Nearburg Exploration Company

Exploration and Production
3300 North “A” Street
Building 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Mr. David Stelman
Bonneville Fuels Corporation
1660 Lincoln Street, Suite 1800

Denver, Colorado 80264 '
¥¢3-/5S5S

Re: Strriner 13 #1 Well; 2086’ FNL and / "j ¢3-
2086’ FWL of Section 13, T-17-S,
R-37-E, Lea County. New Mexico
Byers Prospect

Dear Mr. Stelman:

Nearburg Exploration Company (“NEC*) proposes the drilling of the Shriner 13 #1 well, an 11,900
Strawn test, at a location of 2086" FNL and 2086’ FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico.. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

Bonneville Fuels Corporation ("Bonneville) owns a 31.25% working interest ("WI") in the spacing unit,
and NEC invites Bonneville to participate for its net Wl share under the terms of sald Operating
Agreement. In the alternative, if Bonneville elects not to participate, NEC would like to acquire its
interest under the terms of a farmout with Bonneville delivering a 75% net revenue interest ("NRI") prior
to payout, with any overriding royaity interest convertible at payout to a 25% proportionately reduced
WI. NEC will also agree to acquire Bonneville’s leasehold interest by purchase at an acceptable price
and NRI.

If Bonneville elects to participate for its WI share, please execute and return one (1) executed AFE and
a set of signature pages to the enclosed Operating Agreement and Exhibit “F."

If Bonneville elects not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.

Yours very truly,

Consuiting Landman
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Nearburg Exploration Company

Exploration and Production
3300 North “A” Street
Building 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Ms. Nadine Prideaux Loveless
P. Q. Box 566
Roswell, New Mexico 88201

Re: Shriner 13 #1 Well; 2086’ FNL and
2086’ FWL of Section 13, T-17-S,
R-37-E, Lea County, New Mexico

Byers Prospect
Dear Ms. Loveless:

Nearburg Exploration Company ("NEC*) proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086' FNL and 2086’ FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

You own a .7265625% working interest ("WI") in the spacing unit, and NEC invites you to participate for
your net Wl share under the terms of said Operating Agreement. In the alternative, if you elect not to
participate, NEC would like to acquire your interest under the terms of a farmout with you delivering a
75% net revenue interest ("NRI”) prior to payout, with any overriding royalty interest convertible at payout
to a 25% proportionately reduced WI. NEC will also agree to acquire your leasehold interest by
purchase at an acceptable price and NRI.

If you elect to participate for your Wi share, please execute and return one (1) executed AFE and a set
of signature pages to the enclosed Operating Agreement and Exhibit “F."

If you elect not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

“Thank you for your cooperation.
Yours very truly,

P A

Bob Shelton
Consuiting Landman
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Nearburg Exploration Company

Exploration and Production
3300 North “A” Street
Building 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Mr. Colin R. McMillan
118 West First
Roswell, New Mexico 88201

Re: Shriner 13 #1 Well; 2086’ FNL and
2086’ FWL of Section 13, T-17-S,
R-37-E, Lea County, New Mexico
Byers Prospect

Dear Mr. McMillan:

Nearburg Exploration Company ("NEC") proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086 FNL and 2086’ FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

You own a 1.953125% working interest ("WI") in the spacing unit, and NEC invites you to participate for
your net Wi share under the terms of said Operating Agreement. In the alternative, if you elect not to
participate, NEC would like to acquire your interest under the terms of a farmout with you delivering a
75% net revenue interest ("NRI) prior to payout, with any overriding royalty interest convertible at payout
to a 25% proportionately reduced WI. NEC will also agree to acquire your leasehold interest by
purchase at an acceptable price and NRI.

If you elect to participate for your W1 share, please execute and return one (1) executed AFE and a set
of signature pages to the enclosed Operating Agreement and Exhibit “F."

if you elect not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.
Yours very truly,

%ton

Consulting Landman
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Nearburg Exploration Company

Exploration and Production
3300 North “A” Street
Buiiding 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Ms. Carolyn Loveless Schiicher
P. O. Box 606
Roswell, New Mexico 88202

Re: Shriner 13 #1 Well; 2086’ FNL and
2086’ FWL of Section 13, T-17-S,
R-37-E, Lea County, New Mexico

Byers Prospect
Dear Ms. Schiicher:

Nearburg Exploration Company ("NEC") proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086’ FNL and 2086’ FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

You own a .36328125% working interest (“WI") in the spacing unit, and NEC invites you to participate
for your net Wi share under the terms of said Operating Agreement. In the alternative, if you elect not
to participate, NEC wouid like to acquire your interest under the terms of a farmout with you delivering
a 75% net revenue Interest ("NRI*) prior to payout, with any overriding royalty interest convertible at
payout to a 25% proportionately reduced WI. NEC will also agree to acquire your leasehold interest by
purchase at an acceptable price and NRI.

If you elect to participate for your Wl share, please execute and return one (1) executed AFE and a set
of signature pages to the enclosed Operating Agreement and Exhibit *F."

If you elect not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.

Yours very truly,

Consulting Landman
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Nearburg Exploration Company

Exploration and Production
3300 North "A” Street
Building 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Ms. Lucinda L. Hershenhorn
P. O. Box 176
Hondo, New Mexico 88336

Re: Shriner 13 #1 Well; 2086' FNL and
2086’ FWL of Section 13, T-17-S,
R-37-E, Lea County, New Mexico
Byers Prospect

Dear Ms. Hershenhorn:

Nearburg Exploration Company (“NEC”) proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086' FNL and 2086' FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

You own a .36328125% working interest ("WI") in the spacing unit, and NEC invites you to participate
for your net Wl share under the terms of said Operating Agreement. In the altemnative, if you elect not
to participate, NEC would like to acquire your interest under the terms of a farmout with you delivering
a 75% net revenue interest ("NRI") prior to payout, with any overriding royaity interest convertible at
payout to a 25% proportionately reduced WI. NEC will also agree to acquire your leasehold interest by
purchase at an acceptable price and NRI.

If you elect to participate for your Wi share, please execute and return one (1) executed AFE and a set
of signature pages to the enclosed Operating Agreement and Exhibit “F."

If you elect not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.

Yours very truly,

Bob Shelton
Consulting Landman

BS:kg
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Nearburg Exploration Company

Exploration and Production
3300 North “A” Street
Building 2, Suite 120
Midland, Texas 79705
915/686-8235

Fax 915/686-7806

November 30, 1994
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Mr. Fred J. Schiicher
79 Patrician Way, Apt. #3-C
Pasadena, California 91105

Re: Shriner 13 #1 Well; 2086’ FNL and
2086° FWL of Section 13, T-17-S,
R-37-E, Lea County, New Mexico
Byers Prospect

Dear Mr. Schlicher:

Nearburg Exploration Company ("NEC") proposes the drilling of the Shriner 13 #1 well, an 11,900’
Strawn test, at a location of 2086" FNL and 2086' FWL of Section 13, T-17-S, R-37-E, Lea County, New
Mexico. Enclosed herewith is a proposed Operating Agreement designating Nearburg Producing
Company as Operator of the test well. The spacing unit for the well will be the E/2 NW/4 of said
Section 13.

You own a .50% working interest (“WI") in the spacing unit, and NEC invites you to participate for your
net Wl share under the terms of said Operating Agreement. In the alternative, if you elect not to
participate, NEC wouild like to acquire your interest under the terms of a farmout with you delivering a
75% net revenue interest (“"NRI") prior to payout, with any overriding royalty interest convertible at payout
to a 25% proportionately reduced WI. NEC will also agree to acquire your leasehold Interest by
purchase at an acceptable price and NRI.

If you elect to participate for your Wl share, please execute and return one (1) executed AFE and a set
of signature pages to the enclosed Operating Agreement and Exhibit *F."

If you elect not to participate, please contact the undersigned so we will have an opportunity to
negotiate an acceptable alternative trade.

Thank you for your cooperation.

Yours very truly,

Bob Shelton
Consuiting Landman
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A.A.P.L. FORM

MODEL FORM OPERATING AGREEMENT

BYERS PROSPECT

OPERATING AGREEMENT
DATED

November 21 g9 94

NEARBURG PRODUCING COMPANY

OPERATOR

CONTRACT AREA _East Half Northwest Quarter (E/2 NW/4) of Section 13,

Township-17-South, Range-37-East

New Mexico

COUNTY -OR=PARISH OF Lea STATE OF

COPYRIGHT 1982 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD.
FORT WORTH, TEXAS 76137, APPROVED FORM.



A.APL. FORM 610 - MODE.. FORM OPERATING AGREEMENT - 1982
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A.APL. FORM 610 - MUDEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between___Nearburg Producing Company

, heceinafter designated and
referred to as *‘Operator"’, and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein
as ‘‘Non-Operator’’, and collectively as ‘‘Non-Operators’’.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in
Exhibit **A’’, and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the
production of oil and gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L.
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term “‘oil and gas'’ shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, ualess an intent to limit the inclusiveness of this term is specifically stated.

B. The terms ‘‘oil and gas lease’’, *'lease’’ and ‘'leasehold’’ shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which are owned by the parties to this agreement.

C. The term ‘‘oil and gas interests’’ shall mean unleased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by parties to this agreement. :

D. The term *‘Contract Area’" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests
are described in Exhibic ““A"’.

E. The term *‘drilling unit’’ shall mean the area fixed for the drilling of one well by order or rule of any state or
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-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

F. The term *‘drillsite’’ shall mean the oil and gas lease or interest on which a proposed well is to be located.

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
any operation conducted under the provisions of this agreement.

H. The terms *‘Non-Drilling Party’’ and ‘‘Non-Consenting Party’’ shall mean a party who elects not to participate
in a proposed operation,

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the feminine.

ARTICLE IL
EXHIBITS

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

B A. Exhibit *‘A”’, shall include the following information:

(1) Identification of lands subject to this agreement,

(2) Restrictions, if any, as to depths, formations, or substances,

(3) Percentages or fractional interests of parties to this agreement,

{4) Oil and gas leases and/or oil and gas interests subject to this agreement,

(5) Addresses of parties for notice purposes.
. Exhibit *‘B’’, Form of Lease.
. Exhibit **C"*, Accounting Procedure.
. Exhibit *‘D’’, Insurance.
. Exhibit “‘E’’, Gas Balancing Agreement. ;Notice of Joint Operating Agreement Lien, Security

HEREER
moOw

Iy

[3--G:—Bxhibit-:G*4,-Fax-Partnership- There is no Exhibit "G" to this agreement.
If any provision of any exhibit, except Exhibits “‘E'* and *‘G"’, is inconsistent with any provision contained in.J
of this agreement, the provisions in the body of this agreement shall prevail.

... ARSI
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. Exhibit “‘F’’, Non-Discrimination-sand- Certification-ef-Non-Segregated -Facilities. Interests and Financilal Statement
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ARTICLE IIL
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement
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
shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and
paid, and all equipment and matérials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set
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
payment of royalties=to-the-=extent=of: due on each _party's share of _ which shall be borne as hereinalter set forth,

production

Regardless of which party has contributed the lease(s) and/or oil and gas interest(s) hereto on which royalty is due and
payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
cause to be paid or delivered, to the extent of its interest in such preduction, the royalty amount stipulated hereinabove and shalt hold the
other parties Iree from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
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
receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty busden attributable to
such higher price.

Nothing contained in this Article 11L.B. shall be deemed an assignment or cross-assignment of interests covered hereby.
C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article IIL.B., such party so
burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

If any party should hereafter create an overriding royalty, production payment or other burden payable out of production
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
was 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
accepted obligation of all parties (any such interest being hereinafter referred to as *‘subsequently created interest’’ irrespective of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred
to as *‘burdened party’’), and:

1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion
of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and/or
production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party,
or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest;
and,

2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VILB. shall be

enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of
the burdened party.

ARTICLE 1V.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operati
the Drilling Parties so request, title examination shall be made on the leases and/for oil and gas interests included, or planned to li¢
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty,
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and|

gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal legst status
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the po! n of or
made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator-O r shall

cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be Iur})i;/h 10 ead!
hereto. The cost incurred by Operator in this title program shall be borne as follows: ( ] g)
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ARTICLE IV

continued

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 Dsilling Parties
in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
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 party shall be responsible for securing curative matter and pooling amendments or agreements required in connection
with leases or il and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders.
This shall not prevent any party from appearing on its own behalf at any such hearing.

No well shall be drilled on the Contract Area until after (1) 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 parties 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 lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest from that shown on Exhibit ‘*A’’, the party contributing the affected lease or interest shall have ninety (90) days
from final determination of title failure to acquire a new lease or other instrument curing the entirety of the tide failure, which acquisi-
tion will not be subject to Article VIIL.B., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil
and gas leases and interests: and,

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred,
but there shall be no additional liability on its part to the other parties hereto by reason of such tide 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 the time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost;

(c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is
increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase in such in-
terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such
well;

(d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the title which has
failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the party or parties
who bore the costs which are so refunded;

(e) Any liability to account to a third party for prior production of oil and gas which arises by reason of 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,

() No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest
claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in
connection therewith.

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shutin well
payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment,
which acquisition will not be subject to Article VIILB., the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, and the party who failed 10 make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

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

() Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acrcage basis, of that portion of
oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, ;

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of th "
lost, for the privilege of participating in the Contract Area or becoming a party to this agreement.

the Contract Area.
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

Nearburg Producing Company shall be the

Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shall
have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross
negligence or wiliful misconduct.

B. Resignation or Removal of Operator and Selection of Successor:
1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.

If Operator terminates its legal existence, nolenger-owns an-interest-herennder-in the-Gonteace Ares, or is no longer capable of serving as
Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator

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
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit ‘“*A”’ remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o’clock A.M. on the
first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action
by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier
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-
porate name or structure of Operator or transfer of Operator’s interest to any single subsidiary, parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest
based on ownership as shown on Exhibit **A’’; provided, however, if an Operator which has been removed fails to vote or votes only to

succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit “*A’’ remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the
compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator.

D. Drilling Contracts:

All 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
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing
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
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-
dependent contractors who are doing work of a similar nature.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the__15th day of February , 1995, Operator shall commence the drilling of a well for
oil and gas at the following location: '

2086' FNL and 2086' FWL of Section 13, T-17-S, R-37-E, Lea County,
New Mexico,

and shall thereafter continue the drilling of the well with due diligence to an estimated depth of 11,900
sufficient in Operator's opinion to penetrate and test the Strawn formdtion,

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impraa;% 9!, is en-

countéred at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. )
. . - . M BT RN

Operator shall make reasonable tests of all formations encountered during drilling which give indication oficon mmg‘?tl and

gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formatidfs, i which

event Operator shall be required to test only the formation or formations to which this agreement may apply. 4

i
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ARTICLE VI
continued

If, in Opcrator’s judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the
well as a dry hole, the provisions of Article VLE.1. shall thereafter apply.

B. Subsequent Operations:

). Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all
the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect 10 participate in the cost of the proposed operation. If a drill-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Pailure of a par(y.receiving such notice to reply within
the period above fixed shall constitute an election by that party not 1o participate in the cost of the proposed operation. Any notice or
response given by telephone shall be promptly confirmed in writing.

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of 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 on loca-
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-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
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
permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article X1, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article VL.B.1. or VIL.D.1. (Option
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
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of
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
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con-
ditions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit “*A’’ or (b) carry its proportionate part of Non-Consenting Parties’ interests, and
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
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision,

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved.in such
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenti :ﬁ Parties.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface locati &
sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article resultin a pro-

ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole co
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ARTICLEVI
continued
and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting
Party’s interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-

terests not excepted by Article HI.D. payable out of or measured by the production from such well accruing with respect to such interest
until it reverts) shall equal the total of the following:

(a) 100% of each such Non-Consenting Party’s share of the cost of any newly acquired surface equipment beyond the wellhead
connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such
Non-Consenting Party’s share of the cost of operation of the well commencing with first production and continuing until each such Non-
Consenting Party’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party’s share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting
Party had it participated in the well from the beginning of the operations; and

(b) 500 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing,
after deducting any cash contributions received under Article VIIL.C., and __300 % of that portion of the cost of newly acquired equip-
ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had
participated therein. '

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-
working or plugging back operation proposed in such a well, or portion thereof, to which the initial Non-Consent election applied that is
conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment account. Any such
reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operation of said well
and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent (100%) of that portion of the costs of
the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated thesein. If
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Asticle VI.B. shall be ap-
plicable as between said Consenting Parties in said well.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production, or the
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other
taxes, and all royalty, overriding royalty and other burdens applicable 1o Non-Consenting Party s share of production not excepted by Ar-
ticle I11.D.

In the case of any reworking, plugging back or deeper drilling operation, the Coansenting Parties shall be permitted to use, free
of cost, all casing, tubing and other equipment in the well, but the ownecship of all such equipment shall remain unchanged; and upon
abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage.

Within sixty (60) days after the completion of any operation under this Article, the party conducting the operations for the
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an
itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its
option, the operating pasty, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
ings. Each month thereafter, during the time the Consenting Parties are being reimbursed as pravided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Pacties with an itemized statement of all costs and liabilities in-
curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount ofproceeds
realized from the sale of the well's working interest production during the preceding month. In determining the quantity of §{i
produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering "“ reriodic

well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any suctfbperation

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

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

Notwithstanding the provisions of this Article VIB.2,, it is agreed that without the mutual consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such
well conforms to the then-existing well spacing pattern for such source of supply.

A

The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VLA.
except (a) as to Article VILD.1. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well
after it has been drilled to the depth specified in Article VIA. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
duction, ceases to produce in paying quantities.

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party's interest as shown on Exhibit **A’" bears to the total interest as shown on Exhibit **A"* of all Consenting Par-
ties.

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

{a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the initial drilling of the well down to the depth at which the sidetracking operation is initiated.

(b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well’s
salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the
provisions of Exhibit *‘C"’, less the estimated cost of salvaging and the estimated cost of plugging and abandoning.

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
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
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shall be allocated between the parties taking additional time 1o respond on a day-to-day basis in the proportion each ¢ o ting par-
ty’s interest as shown on Exhibit “*A’" bears to the total interest as shown on Exhibit **A’" of all the electing parties. In ] -other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days.

C. TAKING PRODUCTION IN KIND:

E(ti éb A

marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or sep. r;@ﬂlsﬁﬁggio

party of its proportionate share of the production shall be borne by such party. Any party taking its share of produgticnJa kit s
s

8 ASEA
Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced fr !fg e 1§
exclusive of production which may be used in development and producing operations and in preparing and é
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A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 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 VILB., 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 propoctionate share of
the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not
the obligation, to purchase such oil 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 puschase ar 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 shase of all cil not previously
delivered to a purchaser. Any purchase or sale by Operator of any other party’s share of oil shall be only for such reasonable periods of
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.

A

In the event one or more parties’ separate disposition of its share of the gas causes split-stream deliveries to separate pipelines andfor
deliveries which on a day-to-day basis for any reason are not exactly equal to a party’s respective proportionate share of 10tal gas sales to
be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing
agreement between the parties hereto, whether such an agreement is auached as Exhibit **E"*, or is a separate agreement.

D. Access to Contract 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 of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article V1.B.2,, any well which has been
drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall 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 £ail 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 shall be plugged and abandoned in
accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or deepening
such well. Any party who obiects to plugging and abandoning such well shall have the right to take over the well and conduct further
operations in search of oil andfor gas subject to the provisions of Article VL.B.

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a
producer shalt not be plugged and abandoned without the cansent of all parties. If all parties consent to such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the pacties hereto. If, within
thirty (30) days after receipt of notice of the propased abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the othes
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 10 quantity, or fitness for use of the equipment and
material, all of its interest in the well 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 1o 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
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ARTICLE VI
continued

(3 Option No. 1: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including
necessary tankage andfor surface facilities.

[3 Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice
to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight
{48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
cluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall
constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties,
elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase **reworking, deepening or plugging
back™" as contained in Article VI.B.2. shall be deemed to include *‘completing’’) shall apply to the operations thereafter conducted by less
than all parties.

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

3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated
to require an expenditure in excess of__Twenty-five Thousand Dollars (325,000 )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other
parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting
an information copy thereof for any single project costing in excess of. Fifteen Thousand
Dollars (3151000 ) but less than the amount first set forth above in this paragraph.

E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the
party or parties who subjected such lease 1o this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease to this agreement, such pacties may designate one of such parties to make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
visions of Article IV.B.2.

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production
of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for failure 10 do so. In the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment
shall be borne jointly by the parties hereto under the provisions of Article 1IV.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property
subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not
be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or
owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding
anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
value generated by each party’s working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in
the manner provided in Exhibit **C*".

if Operator considers any tax assessment impsoper, Operator may, at its discretion, protest within the time andimanner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to fi i deter-
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxgy &'n,d any
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ARTICLE VII
continued

G. Insurance:

At all times while operations are conducted hereunder, Operator shall comply with the workmen’s compensation law of
the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com-
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
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
hereol. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen'’s compensation
law of the state where the operations are being conducied and 10 maintain such other insurance as Operator may require.

In the event automobile public liability insurance is specified in said Exhibit ‘D", or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator’s automotive equipment.

ARTICLE VIIL.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as oil andlor gas is produced from the land covered thereby, such
lease to be on the form attached hereto as Exhibit ‘‘B*’. Upon such assignment or lease, the assigning party shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
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
party assignor or lessor the reasonable salvage value of the latter’s interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit “‘C’*, less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than cne party, the interest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor’s, lessor’s or surrendesing
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage
assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this
agreement.

""" O parties-sinat—o D - protptly;,

shall have the nght for a penod of thmy (30) days followmg receipt of such notice in which to elect to participate in the ownershigof the
renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their seyerdl proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall hedn proportion to the
interests held at that time by the parties in the Contract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal-fease, it shall be owned by the parties
whao elect to participate therein, in a ratio based upon the relationship of their respective pefcentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of all pargies participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall pet’be subject to this agreement.

Each party who participates in the purchase of a renewalA€ase shall be given an assignment of its proportionate interest therein
by the acquiring party.

The provisions of this Article shall applyto renewal leases whether they are for the entire interest covered by the expiring lease
or cover only a portion of its area or ap-ifiterest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or
contracted for within six (6) moathis after the expiration of the existing lease shall be subject to this provision; but any lease takgii:or con-
tracted for more than six {&)months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be{§jiibj
the provisions of thi$ agreement. it

- isicne i his Article shall also he anlicabl s ol ciland_aast

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of 4:
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other
applied by it against the cost of such drilling or other operation. If the contribution be in ihe form of acreage, the pat{;
tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Pama
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ARTICLE vilI
continued

said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, 10 the extent possible, be
governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contsibutions

it may obtain in support of any well 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 ace in support of a well drilled inside the Contract Area.

If any party contracts for any consideration relating to disposition of such party’s share of substances produced hereunder, such
consideration shall not be deemed a contribution as contemplated in this Article VII.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
party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells,
equipment and produciion unless such disposition covers either:

1. the entire interest of the party in all leases and equipment and production; or
2. an equal undivided interest in all leases and equipment and production in the Contract Area.

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

If, at any time the interest of any party 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 full authority ro 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, all 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 shall 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.

F—Preferential-Right to-Ruschase:

Ohottd-4a pa d B B Of—6 P 2 R i +—8 Shts-aRdInterests4R—the-oonts
Area, it shall promptly give written notice to the other parties, with full information concerning its proposed sale, which-strall include the
name and address of the prospective purchaser (who must be ready, willing and able to purchase), the-purthase price, and all other terms
of the offer. The other parties shall then have an optional prior right, for a period of+err{TD) days after receipt of the notice, to purchase
on the same terms and conditions the interest which the ather pacty-profoses to sell; and, if this optional right is execcised, the purchas-
ing parties shall share the purchased interest in _the-proportions that the interest of each bears to the total interest of all purchasing par-
ties, However, there shall be ng peeferéntial right to purchase in those cases where any party wishes to mortgage its interests, or to
dispose of its intecests by merger, recrganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-

Baau—0 Q b Q pasen cmpan Q Q Q CRIbaR n-hich R OREe-B ol Rala

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of parinership 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 collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a partnership, each pacrty hereby affected elects to be excluded
from the application of all 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 behalf 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, alt of the returns, statements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
evidence of this election, each such party shall execute such documents and furnish such other evidence as may be requir‘
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take ]
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which thei
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter *‘K*’,
Subtitle **A’’, of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the

tion, each such party states that the income derived by such party from operations herennder can be adequately determined v
compntation of partnership taxable income.
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ARTICLE X,
CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed_Fifteen Thousand Dollars
(315,000 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such anthority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the operation from which the claim or suit acises. If a claim is made against any party or if any party is
sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given

Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim
or suit involving operations hereunder.

ARTICLE XI1.
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than
the obligation to make money payments, that party shall give to all other parties prompt written natice of the force majeure with
reasanably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by the force
majeure, shall be suspended during, but na longer than, the continuance of the force majeure. The affected party shall use all reasonable
diligence to remove the force majeure situation as quickly as practicable.

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

The term *‘force majeure’’, as here employed, shall mean an act of God, strike, Idckout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is
not reasonably within the control of the party claiming suspension.

ARTICLE XII.
NOTICES

Al notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to
the parties to whom the natice is given at the addresses listed on Exhibit **A’’. The originating notice given under any provision hereof
shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the cight to change its address at any time, and from time to time, by giving written notice thereof to all other parties.

ARTICLE XIII.
TERM OF AGREEMENT

This agreement shall remain in full force and effect as 1o the oil and gas leases and/or oil and gas interests subject hereto for the
period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any
lease or oil and gas interest contributed by any other party beyond the term of this agreement.

B y 0

Option No. 2: In the event the well described in Arsticle VLA, or any subsequent well drilled under any provision of this
agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of production, and for an additional period of 180 days from cessation of alt production; provided,
however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the gyent the
well described in Article VLA, or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing,
of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back
ing operations are commenced within 120 days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability Which has
accrued or attached prior to the date of such termination. '
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ARTICLE XIV,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agrecment shall be subject to the conservation laws of the state in which the Contract Area is located, 1o the valid rules,
regulations, and orders of any duly constituted regutatory body of said state; and to all other applicable federal, state, and local laws,
ordinances, rules, regulations, and orders.

B. Governing Law:

This agreement and all matters pertaining hercto, including, but not limited to, matters of performance, non-performance, breach,
remedies, procedures, rights, dutics and interpretation or construction, shall be govemed and determined by the law of the state in which
the Contract Arca is located. If the Contract Area is in two or more states, the law of the state of
shall govern.

C. Regulatory Agencies: .

Nothing hercin contained shall grant, or be construed to grant, Operator the right or authority to waive or rclease any rights,
privileges, or obligations which Non-Operators may have under fcderal or state laws or under rules, regulations or orders promuligated under
such laws in reference to oil, gas and mineral operations, including the location, operation, or production of wells, or tracts offsctting or
adjacent to the Contract Area.

With respect to operations hercunder, Non-Operators agree to release Operator from any and all losses, damages, injurics, claims
and causes of action asising out of, incident to or resulting directly or indirectly from Operator 's interpretation or application of rules, rulings,
regulations or orders of the Department of Energy or predecessor or successor agencics 10 the extent such interpretation or application was
made in good faith. Fach Non-Opcrator further agrees (o reimburse Operator for any amouats applicable to such Non-Operator*s share
of production that Opcrator may be required 10 refund, rebate or pay as a result of such an incorrect interpretation or application, together
with interest and penaltics thercon owing by Opcrator as a result of such incosrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the “Crude Oil Windfall Profit Tax Act
of 1980", as same may be amended (rom time 10 time (Act"), and any valid regulations or rules which may be issucd by the Treasury
Department from time 1o time pursuant to said Act. Bach party hereto agrees to furnish any and all certifications or other information which
is required to be furnished by said Act in a timely manner and in sufficient detail 1o permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

Notwithstanding any provisions herein to the contrary, the parties hereto agree as follows:

A. Notwithstanding any other provisions herein, if during the term of this agreement, a well is required to be drilled, deepencd, reworked,
plugged back, sidetracked, or recompleted, or any other operation that may be required in order to (1) continue a lcase or leases in force
and cffect, or (2) maintain a unilized area or any portion thereof in and to any oil and/or gas and other interest which may be owned by
a third party or which, failing in such opecration, may revert to a third party, or (3) comply with an order issued by a regulatory body having
jurisdiction in the premiscs, failing in which certain rights would terminalte, the following shall apply. The party desiring to drill, decpen,
rework, plug back, sidctrack, recomplete, or to perform any other operation that may be requircd pursuant to this paragraph D, shall give
the other partics written notice of the proposcd operation specifying the work to be performed, the location, proposed depth, objective
formation, and the estimated cost of the operation. The parties receiving such notice shall have fifteen (15) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect to participate in the proposed operation, and any party electing
to participate must pay its share of the cost within the fiftcen (15) day period afier receipt of the notice, failing in which the partics interest
who clected to participate but did not timely pay will be subject 10 the reassignment provision as sct forth below. If a drilling rig is on
location, notice of a proposal to rework, drill, deepen, plug back, sidetrack, recomplete, or any other operation pursuant to this paragraph
D may be given by telephone and the sesponse period shall be limited to forty-cight (48) hours inclusive of Saturdays, Sundays, and legal
holidays. Failure of a party receiving such notice to reply or pay its share of the cost within the period above fixcd shall make such partics
interest subject to the reassignment provision provided for below. Any notice or response given by telephone shall be promptly confirmed
in writing.

B. Operator shall comply where applicable with the following clauses contained in 41 CFR:

60-1.4(a) (Bqual Employment Opportunity);

1-12.803-10 (Centification of Non-Scgregated Facilities);

60-250 (Employment Opportunity for Veterans);

60-741 (Employment Opportunity for Handicapped Individuals);
1-1.710 (Subcontracting With Small Business Concerns);

1-1.805 (Subcontracting With Labor Surplus Area Concerns);
1.1.1310 (Subcontracting With Minority Business Enterpriscs);
1.1.2302-2 (Bavironmental Protection).

These clauscs are incorporated hercin by reference if and to the extent applicable to this contract by law, executive order, or regulation.
Operator represents that he is in compliance with the reporting requirements of 41 CFR 60-1.7 aad the Affirmative Action Program
requirements of 41 CFR 60-1.40 and 60-2.

C. Non-Operators authorize Operator to receive, and direct all product purchasers to pay to Operator, all proceeds of production from or
attributable to the Contract Arca. As evidence of this authority all products purchasers may rely solcly on & copy of this provision,
authenticated by Operator, in licu of the necd for any additional consents or transfer orders from the Non-Operators. While Operator is
receiving all proceeds of production, Operator obligates itsclf to make payments of all Working and Royalty Interests Revenucs attributable
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D. Aay party creating the necessity for separate measurement facilities shall atone bear alt costs of such facilities. Any party using scparate
production measurement facilities shall keep accurate records of such production in accordance with applicable state and federal regulations,
and upon Operator's request, under the terms of this agreement or any agreement exccuted in conjunction with this agreement, true and
complete copies of said records shall be furnished to Operator. Said production records supplied to the Operator shall be treated as
confidential information and shall be used by Operator only to the extent necessary to fulfill its duties as Operator.

E. All costs and expenses incurred by Operator in sccuring attorneys, geologists, engincers, exhibits and related documentation, for the
preparation and filing of material relative to the sale of oil and/or gas shall be borne by all partics in accordance with their respective interest
as sct forth on Bxhibit “A" attached hereto and made a part hereof.

F. All costs and expenses including fees and expenses of attorneys and consultants incurred by Operator which may arise due to other
operators in the area applying for non-standard locations and/or other regulatory hearings shall be borne by all partics in accordance with
their respective interests as set forth in Bxhibit "A" attached hereto and made a part hereof.

G. The partics hereto agree to execute a Notice of Joint Operating Agreement Lien in the form of Exhibit #F* to this agreement in order
to permit perfection of the hereinabove described security interests by placing said NOTICE of record in the county in which the Contract
Arca is located and in accordance with the Uniform Commercial Code of the State in which the Contract Area is located.

H. If a party to this agreement clects not to participate in a proposed operation or, if a non-consenting party fails to timely pay its share
of the cost involved in such operation, and is determined fo be a non-participating party, shall not have access to or be entitled to receive
well information with regard to operations conducted on the Contract Area.

-14(A)
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ARTICLE XVL
MISCELLANEQOUS

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 WHEREQF, this agreement shall be effective as of the 21st day of November, 1994.

OPERATOR

NEARBURG PBPDUCING COMPANY

By: Bob Shélton
Its: Consulting Landman
Date:

NON-OPERATORS

NEARBURG.-BXPLORATION COMPANY

By: Robert G. Shelton
Its: Attorney-in-fact
Date:

AMERADA HESS 1980 PROGRAM, INC.

By:
Its:
Date:

AMERICAN WEST OIL AND GAS CORPORATION

By:
Its:
Date:

DAVID PETROLEUM CORP.

By:
Its:
Date:

BONNEVILLE FUELS CORPORATION

By:
Its:
Date:

Nadine Prideaux Loveless
Date:

Colin R. McMillan
Date:

Carolyn Loveless Schlicher
Date:

Lucinda Loveless Hershenhorn
Date:

Fred J. Schlicher, Jr.
Date:

-15-



THE STATE OF TEXAS §

§
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me on this the 21st day
of November, 1994, by Bob Shelton, as Consulting Landman of Nearburg Producing
Company, a Texas corporation, on behalf of saig/ corporation.

PPN

AAAAAAAAAAA PPN 1 ’

KAYE H. GASSIE § Notary P\%ﬂlic, State of Texas
NOTARY PUBLIC

State of Texas
Comm. Exp. 11-06-97 %

R
e

8 s ,;‘.f'\.

STATE OF TEXAS 8

s
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me on this the 21st day of
November, 1994, by Robert G. Shelton, as Attorney-in-Fact of Nearburg Exploration
Company, a sole proprietorship, on behalf of saig¢ sole proprietorship.

A gt F -

Notary “Pub%f:, State of Texas

A AAAT AR,
POV OO OV OO

NOTARY PUBLIC

State of Texas
Comm. Exp. 11-06-97

aro.  KAYE H. GASSIE
7 e
(o)
.”'OF"\@,

Wt »
STATE OF TEXAS §
§
COUNTY OF HARRIS §
The foregoing instrument was acknowledged before me on this the day of
., 199 , by , as
of Amerada Hess 1980 Program, Inc., a corporation, on behalf of

said corporation.

Notary Public, State of Texas

STATE OF COLORARDO §

§
COUNTY OF DENVER §

The foregoing instrument was acknowledged before me on this the day of
, 199 , by , as
of American West 0Oil and Gas Corporation, a corporation, on

behalf of said corporation.

Notary Public, State of Colorado

STATE OF NEW MEXICO §

§
COUNTY OF CHAVES §
The foregoing instrument was acknowledged before me on this the day of
, 199 . by , as
of David Petroleum Corp., a corporation, on behalf of said

corporation.

Notary Public, State of New Mexico



STATE OF COLORADO §

§
COUNTY OF DENVER §

The foregoing instrument was acknowledged before me on this the day of
. 199 . by , as
of Bonneville Fuels Corporation, a corporation, on behalf of said
corporation.
Notary Public, State of Colorado
STATE OF NEW MEXICO R
§
COUNTY OF CHAVES s
The foregoing instrument was acknowledged before me on this the day of
. 199 : by Nadine Prideaux Loveless.
Notary Public, State of New Mexico
STATE OF NEW MEXICO 13
S
COUNTY OF CHAVES §
The foregoing instrument was acknowledged before me on this the day of
. 199 , by Colin R. McMillan.
Notary Public, State of New Mexico
STATE OF NEW MEXICO s
S
COUNTY OF CHAVES )
The foregoing instrument was acknowledged before me on this the day of
, 199 by Carolyn Loveless Schlicher.
Notary Public, State of New Mexico
STATE OF NEW MEXICO §
§
COUNTY OF CHAVES )
The foregoing instrument was acknowledged before me on this the day of

, 199 . by Lucinda L. Hershenhorn.

Notary Public, State of New Mexico

-15(B)-



STATE OF CALIFORNIA §

)
COUNTY OF §
The foregoing instrument was acknowledged before me on this the day of
. 199 , by Fred J. Schlicher.

Notary Public, State of California

OPR\BYERS.SIG
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED THE 21ST DAY OF NOVEMBER, 1994, BY AND
BETWEEN NEARBURG PRODUCING COMPANY, AS OPERATOR, AND
NEARBURG EXPLORATION COMPANY, ET AL AS NON-OPERATORS.

I. Identification of lands subiect to aqgreement:

East Half Northwest Quarter (E/2 NWJ/4) of Section 13, T-17-s,
R-37-E, Lea County, New Mexico

II. Restrictions as to depths or formations:

This Operating Agreement is limited to the interval between
the surface of the earth and the base of the Strawn formation.

III. Percentage of parties to agreement:

To be completed at a later date

iv. A. Oil & Gas Leases_subiject to agreement:
See Exhibit "a-1"

V. Addresgsges of parties to_the agreement

Nearburg Exploration Company
P. O. Box 823085

5447 Glen Lakes Drive
Dallas, Texas 75381-3085

Nearburg Producing Company
P.O. Box 823085

5447 Glen Lakes Drive
Dallas, TX 75382-3085

Amerada Hess 1980 Program, Inc.
1201 Louisiana, Suite 700
Houston, Texas 77002

American West 0Oil and Gas Corporation
1776 Lincoln Street, Suite 1016
Denver, Colorado 80203

David Petroleum Corp.
116 West First
Roswell, New Mexico 88201

Bonneville Fuels Corporation
1660 Lincoln Street, Suite 1800
Denver, Colorado 80264

Nadine Prideaux Loveless
P. O. Box 566
Roswell, New Mexico 88202

Colin R. McMillan
118 West First
Roswell, New Mexico 88201

Carolyn Loveless Schlicher
P. O. Box 606
Roswell, New Mexico 88202

Lucinda Loveless Hershenhorn
P. 0. Box 176
Hondo, New Mexico 88336

Fred J. Schlicher

79 Patrician Way, Apt. #3-C
Pasadena, California 91105

OPRABYERS . EXA



EXHIBIT "A-1"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED THE 21ST DAY OF NOVEMBER, 1994, BY AND
BETWEEN NEARBURG PRODUCING COMPANY, AS OPERATOR, AND
NEARBURG EXPLORATION COMPANY, ET AL AS NON-OPERATORS.

0il & Gas lLeases subject to agreement:

1)

2)

3)

4)

5)

6)

7)

8)

9)

Lessor: Marie Jane DeVoss, Legatee under the Last
Will and Testament of Maybelle K. Stewart,
deceased

Lesgee: Donald E. Blackmar

Dated: June 24, 198§

Recorded: Book 387, Page 494

Description: Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-8,
R-37-E, Lea County, New Mexico

Lessor: Martha Nickson, a widow

Lessee: Donald E. Blackmar

Dated: January 19, 1981

Recorded: Book 334, Page 44

Description: Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-§,
R-37-E, Lea County, New Mexico

Lessor: John Nickson Beers and wife,

Marcelyn Beers

Lessee: Donald E. Blackmar

Dated: January 19, 1881

Recorded: Book 334, Page 46

Description: Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-8,
R-37-E, Lea County, New Mexico

Lessor: Joseph Richard Nickson and wife,

Mary L. Nickson

Lessee: Donald E. Blackmar

Dated: January 19, 1981

Recorded: Book 334, Page 48

Description: Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-S,
R-37-E, Lea County, New Mexico

Lessor: A. B. Waldron, Jr.

Lessee: Bonneville Fuels Corporation

Dated: August 22, 1992

Recorded: Book 480, page 271

Description: Ingofar and only insofar as said 1lease
covers the E/2 NW/4 of Section 13, T-17-S8,
R-37-E, Lea County, New Mexico

Lessor: Mary Louise Waldron Mooring

Lessee: Bonneville Fuels Corporation

Dated: August 22, 1992

Recorded: Book 480, Page 275

Description: Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-§S,
R-37-E, Lea County, New Mexico

Lessor: Katheryn Mae Waldron Wilson

Lessee: Bonneville Fuels Corporation

Dated: August 22, 1992

Recorded: Book 480, Page 287

Description: Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-8S,
R-37-E, Lea County, New Mexico

Lessor: United New Mexico Trust Company,

Trustee of the Allie M. Lee Trust

Lessee: Bonneville Fuels Corporation

Dated: September 8, 1992

Recorded: Book 481, Page 12

Description: Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-8,
R-37-E, Lea County, New Mexico

Lessor: Robert Thomas Sweatman

Lessee: Nearburg Exploration Company

Dated: April 15, 1993

Recorded: Book 488, Page 330; Book 489, Page 195

Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-8,
R-37-E, Lea County, New Mexico



10) Lessor: Diane Lacey

Lessee: Nearburg Exploration Company

Dated: April 15, 1%93

Recorded: Book 488, Page 624

Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-§,
R-37-E, Lea County, New Mexico

11) Lessor: Carol Pitts
Lessee: Nearburg Exploration Company
Dated: April 15, 1994
Recorded: Book 488, Page 416
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-sS,
R-37-E, Lea County, New Mexico

12) Lessor: Alice K. Trammell
Lessee: Nearburg Exploration Company
Dated: February 5, 1993
Recorded: Book 486, Page 290
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-§,
R-37-E, Lea County, New Mexico

13) Lessor: Jo Ann Hayes
Lessee: Nearburg Exploration Company
Dated: February 5, 1993
Recorded: Book 486, Page 284
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-§,
R-37-E, Lea County, New Mexico

14) Lessor: Martha E. Hanna
Lessee: Nearburg Exploration Company
Dated: February 5, 1993
Recorded: Book 486, Page 287
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-8S,
R-37-E, Lea County, New Mexico

15) Lessor: Janice A. Vice
Lessee: Nearburg Exploration Company
Dated: February 8, 1993
Recorded: Book 486, Page 281
Description: Ingsofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-8,
R-37-E, Lea County, New Mexico

16) Lessor: Linda G. Ledbetter and husband,
Harry L. Ledbetter
Lessee: Nearburg Exploration Company
Dated: February 8, 1993
Recorded: Book 486, Page 529
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-8,
R-37-E, Lea County, New Mexico

17) Lessor: Mary F. Whitman and husband,
R. William Whitman
Lessee: Nearburg Exploration Company
Dated: February 8, 1993
Recorded: Book 486, Page 278
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-§,
R-37-E, Lea County, New Mexico

18) Lessor: Ross L. Elliott, Jr. and wife,
Mavelda Elliott
Lessee: Nearburg Exploration Company
Dated: February 8, 1993
Recorded: Book 486, Page 532
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-S,
R-37-E, Lea County, New Mexico

19) Lessor: Shriner's Hospital for Crippled Children
Lessee: Harvest Hill Properties
Dated: April 10, 1993
Recorded: Book 488, Page 817
Description: Insofar and only insofar as said lease

covers the E/2 NW/4 of Section 13, T-17-8,
R-37-E., Lea Countv. New Mexico
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Lessgor:

Lessee:
Dated:
Recorded:
Description:

Notice of 0il and Gas Lease

Ashland 0il & Refining Company

Nearburg Exploration Company

May 12, 1994

Book 500, Page 739

Insofar and only insofar as said lease
covers the E/2 NW/4 of Section 13, T-17-S,
R-37-E, Lea County, New Mexico



TEXAS & NEW MEXICO
PRODUCERS 88 REV. 10-15-73 OIL, GAS AND MINERAL LEASE

THIS AGREEMENT made and entered into this day ot 19

by and betw

hereinatter called ‘‘Lessor’’, whether one or more, and

h 2 rry “M ‘ll -...ll.
WITNESSETH; That, for and in consideration of the sum of

Dollars (3 ), receipt of which is hereby acknowl

L e, P e e T i el Tl T it S O 81 R R M S o B, S
. e purpose of exploring by geclogical, geophysical an: th thi

recovery ol oil, gas and other hydrocarbons, and all other innenh or s:bs:;nz. :I‘}l’e(h:: %u:‘ih‘dgllugSI&rni?c:‘ﬁg‘ ::f opormueghmo: w.u for aihe

on the leased premises, including primary, seeondary. tertiary, cycling, pressure maintenance methods of recovery uyou," th any °' m

or unknown, with all mc:dental nights thereto, and to establish and utit
or unks rondwuys, e o et ower o leleph(?n " .hl;z ﬁl.l p;z:"-mhuu for surface md dsu?:dm duPoul ol salt walter, md to eomtmet mmlun and

in
move all substances d mnﬁd nbova. and the products therefrom, together with the right of mgrass and egress o and u::n said lmd. Tho land Enni)y"l:::odmg 1'1:
uated in the County of State of and is described as follows:

EXHIBIT ''B"

Attached to and made a part of that certain Operating
Agreement dated November 21, 1994, by and between
Nearburg Producing Company, as Operator, and Nearburg
Exploration Company, et al, as Non-Operators.

This lease covers all of the land deecribed sbove, including any interesta Jherein that am: tory hereto ease, addi
covers, and there is hereby granted, leased and let, upon tne same terms and conditions z.s ::fr‘:m l;yet t:rr:h hlr lands ﬂeto?rhm:r.:w%ed 5r.c12lmi=d F:o“
sdjacent, contiguous, on:‘ = part of tho tract or tracts described above, whether such additional lands be owned or claimed by deed, limitation, or otbcrwin’ or are

b . .

such lands are inside or cutside of the metes and bounds 4 i
surveys. The bonus money paid for this leese is in groes, and not by the acre, and s::.ll b."i"}fl‘c’us: :'e?\f::l :um:ﬁah"uﬁ i !ho n:mod l:.lhr.vcy. ob 0%1'.::2.{0:5

mm&m:. t:u“‘lu:. l-nc:):cludad within this lease is estimated to comprise.______ _  acres, whether sctuslly more or X.-. and such land is hersinafter
TO HAVE AND TO HOLD the leased premises for a term of rs from the date hereof, hereinafter called **primary term’’, and as lo

thereafter as oil, gas or other hydrocarbons, or other minerals or leased subst , thei
thers whlch l.ha le remlses ):u oted o1 ritiend. o ances, or either or any of them, are produced from the leased premises or from lan

In it is hereby sgreed as follows: 3/16th

1. Royalty On O:I Leemee shall deliver to Lessor, at the well or to the credit ol Lessor in the pipeline to which the wi if“h
other liquid hydrocarbons produced and saved from the leased Krenusm. or Lessee, at its option, ma'; ‘:)euy or sell suthX.H o m-r o connoc!ed o .u ot and 3/ 16
for oil or liquid hydrocarbons of like grade and gravity prevailing in the field on the day such oil i3 run into pipelines or mto 8 ran cn my y intet-
est in either case shall bear its plororhon of any expenses for transporting and treating oil to make it marketable a3 crude
3/ 16 Lﬁm&(ﬁs llmﬁn slhn p.ydawtlwth rdais myslg; 7:1 xu‘h ln‘c&ndl&g cl7m cac;.li gas or other duced from said land and sold on or
X of the net proceeds at the well receiv rom the ereol t on uuscdol’ l.esseo ncm
gasoline or other products therefrom, the royalty shall be the market valun at lhs we 1 of l;%n' g ( m‘ pmm ok m tho mmul ro of 3/ 16
tract, the price received bg Lessee for such gas shall be conclusively presumed to be the net p ell for the gas so sold
u

3. Royalty On Other Substances. Lesses shall pay to Lessor, as royalty on substances covered thlsl tho lh i
which iLaseo :my elect to produce, save and market from the leased premises, g% g{:gm procee:s rgwed ;.sa:sarlm: tol:l .l:‘lic‘:h’e:::‘l t:s'-“rmductl th.“l‘\):
processing cos!

4. Shut - In’ Gac' Royal[\;n I# at any time, or froun time to time, ¢ither before or after the expiration of the primary um of this lease, there is any gas

as well on
the leased premises or on ds with which thc leased premises are led itized and which t roducln ying ¢ whic|
before or 55&" production _therefrom, cuch well ahull %o conudemmderozﬁn::mvm::s 0'7 this |L::.pn"l‘.ow‘l pxodu%xu '(”u in ﬂy'fﬂu'quuu- u:ii:hi.-hli: h
shall remain in forco in like gl f; was actually being sold or used. In such event, Lessee covenants and sgrees to pay Lessor, as royalty,

the sum of Dollars ($ ) for the period commenc-
ing on the date such well is nctu.lly shut i, unless this lease is bem? maintained in force and effect by some other provision ereol in which event, such poriod
shall commence on the date this lease ceases to be maintained in full force and effect by nol:no other provision hereof. Payment or ten dor shall be made to Lessor,
deposited (o the credit of Lessor in the deponlory bank named in this lease. The first gn t shall be due and paysble on or before ninety (90) days nﬂcr tho J-to
such well is shut in, or ninety (90) days from the date this lease ceases to be maintained in lorcn by some other provision hereof. Unless gas from such well is pro-
duced nnd sold or used prior thereto, except y sales, or use for lease operations, subsequent payments shall be due annually thereafter on the anniversary
dats of the period for which such prior Q-ymant wu mndc No additional payments shall be reqmred it there is more than one shut-in gas ® well on the huod premises
or on lands with which the ) d. The term ‘“‘gas well’* ahall wells cap of p g gss, te, or any
gaseous substance, snd wells classified as gas weﬁs by Any governmental authority having Lnnsdxcnon

5. Delay Rental. Il operations for drlling or mining on the leased premises, or on ds with which the leased premi are pooled or unitized, are not com-

menced on or befors one (1) year from the date of this lesse, as set forth above, this lease shall terminate as to both parties unless on or before oue (1) year from
the date of this lesse, Lesscs -h.u pay or tender to the Lessor a rental of

Dollars (3. . which shall cover the privilege ot deferring commencement ~of such dnllmﬁ‘or mining operation for a period of twelve (12) months
from the expiration of said one (l) year period. In like manner and upon like paymeats or t of such operations may be def
successive periods of the same number of months, during the primary term. Payments or tenders may be mldn to the Lessor or to the Leasol’s cnd.it in the

Bank at which bank SOCCNSOT
thereof shall continue (0 be the sgent for the Lessor and the Lessor's successors and assigns. If such bank or any successor thereof shall fail, l.lquid-u. or bo succeed-
ed by anather bank, or lor any reason fail or refuse to accept rental, the rental paying date for any year shall be extended until the cxplullon of thirty (30) d.lyl after
Lessor shall have delivered to Lessee a recordable instrument nukm‘ provision lor another method of payment or tender and any depository chut- shall be the lia-
bility of the Leasor. The payment or tender of rental may be made by check or draft of Lessee, mailed or delivered to said bank or Lessor, or to eny Lessor if mn
2 one, on?:ht;:lore the reatal paying date. Mailing of rental on or befor: the rental paying date shall be deemed a timely undu thereof and shall preclude the

rmination ¢
6. Drilling O, nmom It Lessee should drill and sbandon as a d:y hole a well on the leased premises, or if after the discovery of oil, gas or other min-rnln
ction reol should cease from sny causs, snd, in either event, there are no other rmducmg wells on the leased premises or on lends with which
pooled or umuzed or drilling or reworking o] 'rerauans are not being conducted thereon, this lease shall not terminate if Leases commences umrkin. or addi
drilling operations on the leased premises within sizty (60) d-y- thereafter or, if it be within the primary term, Leasse commences or nlum- payment or tender
of tentals or commences operstions for dritling or reworkm! on or befare the mhl paying date next ensuing after the cxplnaon of ninety (90) d- from the data
of such abandonment or cessstion of production. If such or tion of st any time during the last fifteen (15) mouths of the primary

term, no rentsl payment or drilling opontmna are necessary to keep the lease in force during the remainder of the primary tenmn. If, at the exp of the pri

term, oil, gas or other minerals are not be mduced from the leased premises or from lands with which the leased ars pooled or unitized, but L-u I:
then en'uod in operations for drilling or nwo of any well, this lesse shall remain in force so long as euch drilling or ';J“ perati ted. or
reworking operations on any well or additional dnl openhons are conducted on the leased premises, or on lands pooled or unmiti th wnth no tion of

more than sixty (60) consecutive days, and it m{ such operations result in production then as long thereafter sa such production eonhnu-

7. Pooling. Lesseo is hereby granted the right, st any time and from tume to time, whether be(oro or sfter production, to pool this lease for the production of
oil, gas or condensate, or any or either of t.hem. as to the land covered hereby, or any zone or por on thereof, or as to any mineral or royslty interest therein
with any other lease eworing the above described land, or lmdl .d scent, contiguous, sdjoining, or in ths hnmodn. cmlty um-nt. or a3 fo sny sone or portion
said lesse or sny mhunl or roynuy lnur-t therein. Such poo! all be into & unit or units not exoudlnc orty (40) acres of tan p
(10%) thereof for oil, and units not _exceeding six undnd lorty (640) acrea each plus sn { len p mf thereot for | gu. rovided thst, dwul.d

ibe or permit the creation of sny drilling, spacin, mg or pmndon units larzor than those -pou s
be created or enl-r:od to eonfcrm in size to the drilling or -pacmf uniu 80 pmcnbed or penm to the pmntlon umt.l as may be b
from one well. Leasos m;w age or above d, or rtion thereof, as nhov. provided, as to oil,
or gas in nny one Or more zones, and units so formed not eon(om o sizs or area with u:. unit or units in whld: the lease is poolsd, or combined as to any
other zone, and oil units need not conform as (o area with gas units. Such pooling shall be effected by the filing by Leases of a written designation, in the county, or
oounﬁu. in wluch the promuu are locatsd, identifying and ducnbm‘ the pooled umt The pmducuon of oil, gas or condensate from sny zons or portion of the hm'l 20
d and t and op on such land, the drilling, and tion of a well ib or the sxist th
shut-in gas well, -hnlf be dered snd and’shall have the same effect, except for the payment of royalty, as production, development and opera
existence nfulhutmnswou on the leased of the of the wall on the unit. Ploductinn from any unit well producing on,.uotcondn-
sate shall be sllocated to the leased p mmu-mthoprmouthntho-cmpolth-luudf tud ithin the units bears to the total acreage in the umit
the royalty provided for herein shall be calcula e portion of d. The royalty so pcyublo on allocsted production shall be in
ol.her royalty that would accrue to Leasor from the ion of oil, gas or condensate [rom sny zone or portion of the leased premises included wit.hin the
in ges roy m with respect to unit shut-in gas wells, ahall be pay-i:h in accordance with the provisions and in the amount set forth in this lease. In the event
unit well fail pmduoo oil, gas or condensate in in pa; quantities, or in the event the production {rom any such well shall cesse, Lesses may " terminate th. t
by filing for record, the county, or counties where the lnnd is situated, a written declaration of such termination.

8. Use O} Oil, GuAndWacr For O, ronom oasee shall have the tree use of oil, gas and watar from the leased pretaises, except water from Lassor’s
'nlls and tanks, for all operations hereun and the :oy-lt{ on oil and gas shall be wmpuhd sfter deducting the amount so used. " L
Removal OI Equnpmcnt Lessee ahdl have the n(h at any time during or after the expiration of loase, to all property and tixt P

on t.bo leased p! zm including the right to withdraw and remove all casing.
‘mlg Acﬁ:um Or Change OI Owruulup e ri;lczlu of alh;fnpnny Jdl y be asui : hf'&hl::dh p.t:th.:d the &t.wluiom bereot shall ex-
vi.non in ownership o r
shall operats to enlarg~ the obligations or diminish the hu ofbesse- No ehlnn or division in the owngnh the land, reatals or myllé. however sccomplish-
be binding upon Lesses for any purpose end the e ollnypaym-n“.hm nmdcbyh-nun-wﬁvo of whether Lesses has
either actusl or constructive knowledge thereof) until sixty (60) days after -sd: bas fumished Lemsee with the instrument or inetrumen l.:
or certified copies thereof, coos mdn&hhduunoldﬂchomw-onﬂml In chvento(m-ulmm-n ¢ of this lsase ns to a segregated portion of the
covered by this , the shail be spportioned as betw-m the several leasehold owners, ratably, acoording to the surface -n. of and
default in rental payment by one f:uu shall oot affect the n;ht- of other 1 who msake due ts of t An it
in whole or in part, shall, to the extent of such and disch Lesses of all nblluhonn hereundar.
11. Force Majeure. Lesace shall not be liable for any doh)m in its omlneo of nny mvmnt or condition bereunder, sxpress or_implied, or for
th due (o force majeurs. The tarm om-rn- re'’, as used wesn any circumstance of sny condition beyond
of Lassee, including but not limited to scts of and has acts of the pubijc enemy; nrihl lockouts; ndd-:tlt laws, acts, rules,
“u:d °m hbr:l mr‘v.i“ 3&‘.’1"1’1""" “ o oﬂic-n “ uﬂd'r.m‘l:u ! rking ‘ don- the leased premises foroe majeare,
an; T, sarvics or mal casse rewo| ra on

li.lyueh as such forcs majeure is hmnnnud “‘s“lot . rm!:l :I
operate (o ummuu it shall be suspended and this shall continue in
during the primary term, the time (hereo( shall be ndded to such {erm.

L
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Recommended by the Council

MeaffBlE 601, soxseco of Petroleum Accountants
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EXHIBIT . com

iy

Attached to and made a part of _that certain Operating Agreement dated November 21, 1994, by and

Dbetween Nearburg Producing Company, as Operator, and Nearburg Exploration Company, et al as

Non-Operators

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS"*

Definitions

“Joint l;ro(i)erty" shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and mainte-
nance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera-
tions and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators. .

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.

“Material” 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.

Statement and Billings

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

Advances and Payments by Non-Operators

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made
Texas Commerce

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at

on the first day of the month in which delinquency oceurs plus=%ror 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.

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera-
tor’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por-
tion of the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit.

5. Audits

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

6. Approval By Non-Operators

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

II. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:
1. Ecological and Environmental

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

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

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

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

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

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and direﬁtly ﬁmi)ioyed
ch sha

in ﬂf OJ)eration of the Joint Property if such charges are excluded from the overhead rates,Whi
i u salarjes, and wa

clude t es_of professjonal employees agsociated,with the sale
B, OpetioR P o ha AR R RS 2ROty To T a5 B bR D OREE A e A oot
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section II. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment” on the amount of
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section I1. If percentage assessment
is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental autherity which are applicable
to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section II.

4. Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost chargeable to the Joint

Account under Paragraphs 3A and 3B of this Section II shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies. ’

5. Material

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

6. Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A. [If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.
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B. If surplus Ma_terial is moved to Operabor.’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a dlst.ance greater than.the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be

rfl)mde to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
arties.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available

when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most
recently recommended by the Council of Petroleum Accountants Societies.

7. Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section Il and Paragraph i, ii, and iii, of Section II1. The cost of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

8. Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense,
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed

pereent-E=====46 per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

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

9. Damages and Losses to Joint Property

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

10. Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements 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, exeept-that-ne-sharge-forservices-oi-Operate ‘alepat-ataiie o se-of-outsiventt

e - . ~3y0 or-

11. Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo-
rem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

12. Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker’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.

13. Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authority.

14. Communications

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, includir_lg radio apd
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section II.

15. Other Expenditures

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

*prime rate of interest in effect at Texas Commerce Bank of Dallas, Texas, on the first
day of the month in which usage occurs plus two percent (2%).
-3-




LOPRS

III. OVERHEAD

1. Overhead - Drilling and Producing Operations

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

( X) Fixed Rate Basis, Paragraph 14, or
( ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A, Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account. \ ' .

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

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

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

the operation of the Joint Property, includinﬁ the_ costs and expenses of professional employees
associated with and employed for the sale of gas and/or casinghead gas from any well
{ ) shall be covered by the overhead rates, or located on the Contract Area.

{ x) shall not be covered by the overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $ 6,000
(Prorated for less than a full month)

Producing Well Rate § __600

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

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

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

(b) Producing Well Rates

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

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

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

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

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

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

B. Overhead - Percentage Basis

(1) Operator shall charge the Joint Account at the following rates:
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Percent ( %) of the cost of development of the Joint Property exclusive of costs provided
under Paragraph 10 of Section I and all salvage credits.

(a) Development

(b) Operating

Percent ( %) of the cost of operating the Joint Property exclusive of costs provided under

Paragraphs 2 and 10 of Section 11, 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 mineral interest in and
to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, development
shall include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or all
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop-
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
when the well is not completed 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 II1. All other costs shall be considered as operating.

2. Overhead - Major Construction

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

A 1.5 aof first $100,000 or total cost if less, plus

B. 5.0 % of costs in excess of $100,000 but less than $1,000,000, plus -

C. 2.5 _ % of costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single

project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded.

3. Catastrophe Overhead
To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates:
A.__ 7.5 % of total costs through $100,000; plus
B._ 3.0 9% of total costs in excess of $100,000 but less than $1,000,000; plus
C. ____2__5._ % of total costs in excess of $1,000,000.

Bxpenditures subject to the averheads above will not be reduced by insurance recoveries, and no other averhead provi-
sions of this Section III shall apply.

4. Amendment of Rates

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

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move-
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator’s
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders.
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

2. Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:

5-




A. New Material (Condition A)
(1) Tubular Goods Other than Line Pipe

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate

'On}?'y be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown,
io.

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1)a). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field
Haulers Association interstate truck rate shall be used. .

(¢) Special end finish tubular goods shall be priced at the lowest pﬁblished out-of-stock price, f.0.b. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, to
the railway receiving point nearest the Joint Property.

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

(2) Line Pipe

(a) Line pipe movements (except size 24 inch OD and larger with walls 3 inch and over) 30,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as provided above. Freight
charges shall be calculated from Lorain, Ohio. .

(b) Line pipe movements (except size 24 inch OD and larger with walls ¥ inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A.(1)a) as provided above. Freight charges shall be calculated from Lorain, Ohio.

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

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be

priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices
agreed to by the Parties.

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

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

B. Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property

At W&é%ﬁgf current new price, as determined by Paragraph A.
{2) Material used on and moved from the Joint Property

ighty percent % . . . . .
(a) At s%vgﬁty-yﬁﬂgwmﬂgg o? current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as new Material or

(b) At sixty-five percent (656%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as used Material.

(8) Material not used on and moved from the Joint Property
At %m%&&g‘g?’(}f current new price as determined by Paragraph A.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until after recon-
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.
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Mgterial, exclu(}ing junk, no longel: suitable for its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-

pgrable_ size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
pipe prices.

(2) Condition D

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines,

shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

(3) Condition E

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

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material is not
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties.
Such price should result in the Joint Account being charged with the value of the service rendered by such Material.

E. Pricing Conditions

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

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

3. Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within

ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator.

4. Warranty of Material Furnished By Operator

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

V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material.
1. Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to accept the inventory taken by Operator.

2.  Reconciliation and Adjustment of Inventories

*
Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be tqade/wlthln six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint A(;qount for
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.

3.  Special Inventories

*

Special inventories may be taken/whenever there is any sale, change of interest, or change of Operator in the Jgint Property.
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfgr of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change
of Operator, all Parties shall be governed by such inventory.

4. Expense of Conducting Inventories

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the
Parties.

B. The expense of conducting special inventories shall be charged to the Payties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.

*at the expense of the party(s) causing such inventory to occur
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EXHIBIT "D"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED THE 21ST DAY OF NOVEMBER, 1994, BY AND
BETWEEN NEARBURG PRODUCING COMPANY, AS OPERATOR, AND
NEARBURG EXPLORATION COMPANY, ET AL, AS NON-OPERATORS

INSURANCE

Operator shall carry insurance for the benefit of the joint account covering
Operator's operations upon the Unit Area subject to the Operating Agreement to
which this Exhibit "D" is attached as follows:

(a) Workmen's compensation insurance in accordance with the requiremente of the
laws of the State or States where work is conducted and employers liability
insurance of Five Hundred Thousand Dollars ($500,000.00) bodily injury by
accident and Five Hundred Thousand Dollars ($500,000.00) bodily injury by disease
per employee, with a policy limit of Five Hundred Thousand Dollars ($500,000.00)
for bodily injury by disease.

(b) Public liability insurance with limits of One Million Dollars ($1,000,000)
as to any one person, and One Million Decllars (§$1,000,000) as to any one
occurrence.

(c) Automobile public liability insurance with a combined single limit of up to
One Million Dollars ($1,000,000) per accident.

(d) Umbrella catastrophe liability of Ten Million Dollars ($10,000,000) each
occurrence and Ten Million Dollars ($10,000,000) aggregate.

Each policy of insurance issued pursuant to the provisions of (a), (b), (c¢) or
(d) of this section shall provide by endorsement or otherwise that the provisions
of the policy are extended to cover the interest of the Non-Operator for whom the
assured is acting as Operator, agent, or contractor under contract, but only with
respect to operations conducted by named assured, and shall charge the premiums
for all such insurance to the joint account.

Operator carries Control of Well Insurance covering his proportionate share of
expenses involved in controlling a blowout, the expense of redrilling and certain
other related costs. Coverage under this insurance is available to non-operating
working interest owners. Such insurance is optional, however, and if not
rejected by the non-operating working interest owners prior to spud date, they
will be billed accordingly. Any working interest owner rejecting above coverage
shall be responsible for his proportionate share of such loss, anything in this
agreement to the contrary notwithstanding.

Operator shall furnish, upon request, to Non-Operators a certificate covering
each policy of insurance issued pursuant to this section.



EXHIBIT "E"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED THE 21ST DAY OF NOVEMBER, 1994 BY AND
BETWEEN NEARBURG PRODUCING COMPANY, AS OPERATOR, AND
NEARBURG EXPLORATION COMPANY, ET AL, AS NON-OPERATOR

GAS BALANCING AGREEMENT

During the period or periods when any party hereto has no market for, or such
party's purchaser is unable to take, or if any party fails to take its share of
gas, the other parties shall be entitled to produce, take and deliver each month
one hundred percent of the allowable gas production assigned to the unit area by
the appropriate governmental entity having jurisdiction, and each of such parties
shall be entitled to take its pro-rata share of such production. All parties
hereto shall share in and own the condensate recovered at the surface in
accordance with their respective interests, but each party taking such gas shall
own all of the gas delivered to its purchaser.

Each party unable to market its full share of the gas produced shall be credited
with underproduction equal to its share of the gas produced, less its share of
gas taken or sold, used in lease operations, vented or lost. Operator shall
maintain a current account of the gas balance between the parties and shall
furnish all parties hereto annual statements showing the total quantity of gas
produced, taken or sold, used in lease operations, vented or lost, and the total
quantity of condensate recovered. After seventy two (72) hours prior notice to
Operator, any party may begin taking or delivering its share of the gas produced.

In addition to its share, each underproduced party, until it has recovered its
underproduction and balanced its gas account, shall be entitled to take or
deliver a volume of gas equal to twenty-five percent (25%) of each overproduced
party's share of gas produced. If more than one party is entitled to take
additional gas, they shall divide such additional gas in proportion to their unit
participation.

It is recognized that the purpose of this Provision is to permit any party not
marketing or taking its share of current gas production to defer its production
from the reservoir and permit the other party or parties to pass clear title to
all gas which is marketed or taken on a current basis. Therefore, in the event
production of gas permanently ceases prior to the time that the accounts of the
parties have been balanced, the complete balancing shall be made based upon the
price actually received by each overproduced party for gas produced and sold in
excess of its share, such gas being the last volumes produced from such well or
wells.

Each party producing and taking gas shall pay any and all production taxes due
on such gas. At all times while gas is produced from the contract area, each
party hereto, while producing, taking or delivering any gas to a purchaser, shall
pay or cause to be paid, all royalties due on the gas produced, taken or
delivered to a purchaser. Such royalty payments shall be paid to all royalty
owners in the well spaced unit of the well being produced and shall be for each
royalty owner's proportionate share of the royalty due on the production.

I1f, after one (1) year from the date of first sales and on a quarterly basis
thereafter, an out-of-balance condition exists because of any party's inability
or failure to take or deliver its share of production, then at the election of
either the over-balanced party or the under-balanced party, either may require
a cash balancing. The price basis for a cash-balancing pursuant to terms of this
paragraph shall be the lower of either the over-balanced party's or parties'
average price received during the period for which the cash balancing covers or
the under-balanced party's or parties' average gas purchase contract price for
such period. 1In the event an under-balanced party does not have a gas purchase
contract, the price basis shall be the average price received by the
over-balanced party or parties. This option may be exercised quarterly by either
party during the thirty day period immediately following the dquarterly
anniversary of the date of first sales of gas by the first party selling any gas
from the well.



EXHIBIT "F"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED THE 21ST DAY OF NOVEMBER, 1994, BETWEEN
NEARBURG PRODUCING COMPANY, AS OPERATOR, AND NEARBURG
EXPLORATION COMPANY, ET AL, AS NON-OPERATORS

NOTICE OF JOINT OPERATING AGREEMENT, LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT

STATE OF NEW MEXICO S
§
COUNTY OF LEA §

WHEREAS, A Joint Operating Agreement dated November 21, 1994, has been
entered into between Nearburg Producing Company, as Operator,and the undersigned
parties, as Non-Operators, with respect to the exploration, development and
operation of their Working Interest and Mineral Interest, insofar as said
interests pertain to the following described land (hereinafter called "Contract
Area") in Lea County, New Mexico, to wit:

The East Half Northwest Quarter (E/2 NW/4) of Section 13,
T-17-S, R-37-E, Lea County, New Mexico

AND, WHEREAS the said Operating Agreement provides in part that the parties
hereto have granted certain liens and security interests in the above referenced
property, fixtures and production located thereon or produced therefrom, to wit:

"Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon it oil and gas
rights in the Contract Area, and a security interest in its share 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 at a rate provided in Exhibit "C" to the above referenced
Operating Agreement. To the extent that Operator has a security
interest under the Uniform Commercial Code of the state, Operator
shall be entitled to exercise the rights and remedies of a secured
party under the Code. The bringing of a suit and the obtaining of
judgment by Operator for the secured indebtedness shall not be
deemed as election of remedies or otherwise affect the lien rights
or security interest as security for the payment thereof. In
addition, upon default by any Non-Operator in the payment of its
share of expense, Operator shall have the right, without prejudice
to other rights or remedies, to collect from the purchaser the
proceeds from the sale of such Non-Operator's share of oil and/or
gas until the amount owed by such Non-Operator, plus interest, has
been paid. Each purchaser shall be entitled to rely upon Operator's
written statement concerning the amount of any default. Operator
grants a like lien and security interest to the Non-Operators to
secure payment of Operator’'s proportionate share of expense.”

If any party fails or is unable to pay its share of expense within
sixty (60) days after rendition of a statement therefor by Operator,
the non-defaulting parties, including Operator, shall, upon request
by Operator, pay the unpaid amount in the proportion that the
interest of each such party bears to the interest of all such
parties. Each party so paying its share of the unpaid amount shall,
to obtain reimbursement thereof, be subrogated to the security
rights described in the foregoing paragraph;" and

WHEREAS, it is the intent of the parties to give third parties notice of
this instrument by filing same in the records of Lea County, New Mexico.

NOW, THEREFORE, the undersigned parties do hereby grant to each other those
rights described in said RAgreement regarding liens priority and security
interests upon the property described above insofar as said parties' property is
covered by the terms of the Joint Operating Agreement outlined herein.

Operator and Non-Operator agree that a carbon, photograph or other
reproduction of this Notice shall be sufficient as a financing statement.

For the purpose of filing this Notice of Joint Operating Agreement Lien,
Security Interests and Financing Statement as a financing statement, the mailing
address of secured parties and debtor are set forth on the signature page
attached hereto.

ATTENTION OF RECORDING OFFICE: This instrument gives notice of and grants
liens and security interests to both Operator and Non-Operators. Operator is both
a secured party and a debtor. Non-operators are both a secured party and debtor.
This Notice. as a financing statement. should be indexed accordinalv.




EXHIBIT "F"

NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT
PAGE -2-

The original of the Operating Agreement herein referenced, or a copy
thereof, is maintained at Operator's office at P. O Box 823085, Dallas, Texas
75382-3085.

This instrument may be executed in multi-counterparts, no one of which need
be executed by all parties hereto and the same shall be binding upon those
parties, as well as their successors and assigns, who execute same, whether or
not all named parties join in execution hereof. Counterparts thus executed shall
together constitute but one and the same instrument. In the interest of
facilitating, filing or recording this instrument thus executed in
multi-counterparts, each executing party hereby authorizes removal of signature
and acknowledgement pages and reassembly of the same into a single document
composed of one copy of the substantive portions of this instrument attached to
multiple, separately executed signature and acknowledgement pages.

This Agreement shall be effective the 21st day of November, 1994.

OPERATOR

NEARBUR?CZ;gByCING CO
P. O. Box 823085 By:
Dallas, Texas 75382

Bob Shelton
Type or Print Name

Title:__ Consulting Landman

Date:__ November 21, 1994

Tax ID or SS No.__74-1666262

NON-OPERATORS

RATION COMPANY

NEARBURG EX
P. 0. Box 823085 By: //;Z/ (%"

Dallas, Texas 75382

Robert G. Shelton
Type or Print Name

Title:_ Attorney-in-Fact

Date:__November 21, 1994

Tax ID or SS No._ 462-80-5563

AMERADA HESS 1980 PROGRAM, INC.

By:

1201 Louisiana, Suite 700
Houston, Texas 77002

Type or Print Name

Title

Date

Tax ID or SS No.

AMERICAN WEST OIL AND GAS CORPORATION

By:

1776 Lincoln Street, Suite 1016
Denver, Colorado 80203

Type or Print Name

Title

Date

Tax ID or SS No.




EXHIBIT "F"

NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT
PAGE -3-

DAVID PETROLEUM CORP.

By:

116 West First
Roswell, New Mexico 88201

Type or Print Name

Title

Date

Tax ID or SS No.

BONNEVILLE FUELS CORPORATION

By:

1660 Lincoln Street, Suite 1800
Denver, Colorado 80264

Type or Print Name

Title

Date

Tax ID or SS No.

NADINE PRIDEAUX LOVELESS

By:

P. O. Box 566

Roswell, New Mexico 88202 Title_ Individual
Date

Tax ID or SS No.

COLIN R. MCMILLAN

By:

118 West First

Roswell, New Mexico 88201 Title_ Individual
Date

Tax ID or SS No.

CAROLYN LOVELESS SCHLICHER

By:

P. 0. Box 606

Roswell, New Mexico 88202 Title_ Individual
Date

Tax ID or SS No.

LUCINDA LOVELESS HERSHENHORN

By:

P. O. Box 176

Hondo, New Mexico 88336 Title__Individual
Date

Tax ID or SS No.

FRED J. SCHLICHER

By:

79 Patrician Way, Apt. #3-C

Pasadena, California 91105 Title_Individual
Date

Tax ID or SS No.




EXHIBIT "F"
NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT
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ACKNOWLEDGEMENTS
THE STATE OF TEXAS 13
§
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me on this the 21st day
of November, 1594, by Bob Shelton, as Consulting Landman ofy Nearburg Producing

A

““KAYE H. GASSIE
tﬁOTARY PUBLIC

State of Texas
Ct;,mm. Exp. 11-06-97

" Lo o e g

State of Texas

N L g

THE STATE OF TEXAS §
§
COUNTY OF MIDLAND S

The foregoing instrument was acknowledged before me on this the 21st day
of November, 1994, by Robert G. Shelton, as Attorney-in-Fact of Nearburg

Exploration Company, a sole proprietorship, on behalf of said sole
proprietorship.
. PR U S RPAPPPPPPPI 1
KAYE H. GASSIE }
NOTARY PUBLIC }
State of Texas ¢
Cemm. Exp. 11-06:97 ¢
STATE OF TEXAS §
S
COUNTY OF HARRIS s
The foregoing instrument was acknowledged before me on this day of
. 19 ¢ by as for

Amerada Hess 1980 Program, Inc., a

corporation, on behalf of
said corporation.

Notary Public, State of Texas

STATE OF COLORADO §
§
COUNTY OF DENVER s
The foregoing instrument was acknowledged before me on this day of
, 19 , by as for

American West 0il and Gas Corporation, a

corporation, on
behalf of said corporation.

Notary Public, State of Coloradn



EXHIBIT "F"

NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT

PAGE -5-
STATE OF TEXAS s
$
COUNTY OF HARRIS S
The foregoing instrument was acknowledged before me on this day of
, 19 : by as for
David Petroleum Corp., a corporation, on behalf of said
corporation.
Notary Public, State of Texas
STATE OF COLORADO S
§
COUNTY OF DENVER -]
The foregoing instrument was acknowledged before me on this day of
, 19 , by as for
Bonneville Fuels Corporation, a corporation, on behalf of
said corporation.
Notary Public, State of Colorado
STATE OF NEW MEXICO §
§
COUNTY OF CHAVES s
The foregoing instrument was acknowledged before me on this day of
, 19 . by Nadine Prideaux Loveless.
Notary Public, State of New Mexico
STATE OF NEW MEXICO s
§
COUNTY OF CHAVES 8
The foregoing instrument was acknowledged before me on this day of
, 19 , by Colin R, McMillan.

Notary Public, State of New Mexico



EXHIBIT "F"
NOTICE OF JOINT OPERATING AGREEMENT LIEN,
SECURITY INTERESTS AND FINANCING STATEMENT
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STATE OF NEW MEXICO s
S
COUNTY OF CHAVES S
The foregoing instrument was acknowledged before me on this day of
, 19 , by Carolyn Loveless Schlicher.
Notary Public, State of New Mexico
STATE OF NEW MEXICO S
S
COUNTY OF CHAVES §
The foregoing instrument was acknowledged before me on this day of
, 19 , by Lucinda Loveless Hershenhorn.
Notary Public, State of New Mexico
STATE OF CALIFORNIA s

$§
COUNTY OF LOS ANGELES §

The foregoing instrument was acknowledged before me on this day of
, 19 , by Fred J. Schlicher, Jr.

Notary Public, State of California
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Sietit 3-Coples En ;j, Mmm%mm Depanmw ::;::.l‘:n
DISIRICT] OIL CONSERVATION DIVISION

WELL AFI NO.
2n-025-32730

5. Indicate Type of Lease
STATE

6 Ste Oil & Gas Lease No.

P.0. Box 1980, Hobbe, NM 33240

3100ld Santa Fe Trail, Room 206
Santa Fe, New Mexico 87503

DISTRICT I
P.0. Drawer DD, Artesia, NM 38210

rez

1000 Rio Brazos Rd., Aztec, NM 87410

- SUNDRY NOTICES AND REPORTS ON WELLS
(DONOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACKTOA
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT"
(FORM C-101) FOR SUCH PROPOSALS.)

/////////////////////////////// i

1 hnstuUmAaamNm

L TyPed'Wcll: s

Z Name of Operator 8 Well No.
/Vsﬁ)ﬂﬁufé pfo&uc,m//,- ComParny # /

3. 9. Pool pame oy Wildeat .

— uf..,.’g"" 843085 , DAuAS, Tx , 2 5382- 3085 |Fous a7 62;:;2*
Unulma_g_.gzg.%_ Feet From Toe ___ VDL TH Mmmm_ﬂﬁzz__ Line

Townsip [/ 7 5

NMPM 1( County
/////////////////////// el 777/7/7//7

Check Appropriate Box to Indicate N amrc of Notice, Report, or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:

PERFORM REMEDIAL WORK D REMEDIAL WORK

O

PLUGAND ABANDON || ] ateringcasing

TEMPORARILY ABANDON O CHANGE PLANS ] | coMMENCE DRILLING OPNS. (J  pucanp asanponment []
PULLORALTER CASING O CASING TEST AND CEMENT 08 ||
OTHER: U] | omer_ CHANEE  Aoc st T7mn/ E

12. Describe Proposed or Compieted Operations (Clearly state all pertinent details, and give pertinen: dates, including estimated date of starting any propased
work) SEE RULE 1103.

Chavses SURFALE  focATion FRant

UNIT LETER F — /980 FHL + 1580 [FoL Faerssw 13, /75, 3TE, LW CounT N

o M@MW T Dbt Tovr o lf30]7y

TYPE OR PRINT NAME // / blrees s —
(This space for State Use) OGN AL qx.si\‘""" BY Sy
SEXTON 0
Ciricy t LUPLRVISOR ko, 3 o 1994
- . DATE -

CONDITIONS OF AFPROVAL, IP ANY:



1 d
Mistra I
PO Box 1980, Hobbs, NM $528-1980
Distriet 00
PO Drawer DD, Artesia, NM 2110719
Distriet [0
1000 Rio Brazos Rd., Astec, NX 87410
Distriet IV
PO Box 2088, Santa Fe, NM S504-203%8

State of New Mexico
Energy, Minerais & Natural Resources Department

OIL CONSERVATION DIVISION
PO Box 2088
Santa Fe, NM 87504-2083

. Form C.102

Revised February 10, 1994

Instructions on back

Submit to Appropriate District Office
State Lease - 4 Copies .

Fee Lease - 3 Copies

(O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

' AP1 Number

208¢ °

! Pool Code ? Pool Name »
30-025-32730 33500 South Humble City Strawn
* Property Code * Property Name ¢ Well Number
14015 SHRINERS (3 1
! OGRID Ne. ! Qperator Name * Elevation
15742 3722
NEARBURG PRODICING COMPANY
19 Surface Location
UL orlot no. | Section | Township | Range Lot Idn Feet {rom the North/South ine | Fet from the East/West line County
F 13 178 37E 2086 NORTH 2086 WEST LEA
1 Bottom Hole Location If Different From Surface
UL orlot no. | Section | Tewnsaip | Range Lot lda Feet from the North/South line Feet from the Esst/West line County .
% Dedicated Acres{ ' Joint oclnfill | * Consoiidation Code | ** Order No.
80 N
NO ALLOWABLE WE.L BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
16 7 OPERATOR CERTIFICATION
[ hereby certfy that the informanon conained herain is
irue and complete 10 the best of my knowledge and belicr

2086

Sigoature
H. R. Willis
Printed Name
Drilling Supt.
Title
11/28/94
Dae

oy

£

*SURVEYOR CERTIFICATION

1 hereby certify that the well locanion shawn on this plas
was ploted from field notes of acuual surveys made oy
me or under my supervision, and thai the same is true

and correct 10 the best of my belief.
NOVEMBER 20, 1994

'
)
l




INTERJURIST LAW FIRM

A Professional Corporation

* ‘ - Formerly)

SIM B. CHRISTY IV (505) 622-2800 {

Senior Counsel to the Firm CHRISTY, BOZARTH, VICKERS,
HENNIGHAUSEN & OLSEN, P.C.

JAMES H. BOZARTH t
ELLIS G. VICKERS °t
PHIL BREWER *t
FRED H. HENNIGHAUSEN ** _
A. J. OLSEN

(Office Address)
UNITED BANK PLAZA, SUITE 900
400 NORTH PENNSYLVANIA AVENUE
ROSWELL, NEW MEXICO 88201

(Mailing Address)
_ P.O. BOX 820
ROSWELL, NM 88202-0820

GREGORY L. TOWNSEND

{International Address)

TAlso m‘rexas . i 8 RUE DE LA ROTTISSERIE
New Mexico Board of Legal Specialization : 1204 GENEVA, SWITZERLAND
Recognized Specialist . (Facsimile)
* Natural Resources - Oll & Gas Law
November 22, 1994 (505) 622-3972

** Natural Resources - Water Law

CERTIFIED MAIL :

RETURN RECEIPT REQUESTED
Receipt No. P 140 468 246

Mr. Rick Wielinga ‘
West Star Ranch L e
5401 West Pinon/C-82 .
Hobbs, NM 88240

Re: Proposed drilling activities by Nearburg
Exploration Company

Dear Mr. Wielinga:

1 understand that my client, Nearburg Exploration Company, is the holder
of an oil and gas lease covering the mineral estate in and under your dairy. My
people tell me that you have raised a question as to whether the New Mexico
Environment Department will give you any grief in light of the factthat Nearburg’s
proposed location is a hundred feet or so from one of your lagoons. | have
spoken with appropriate folk atthe Environment Department and they advise that
there should be no problem with this situation since Nearburg must necessarily
comply with New Mexico Oil Conservation Division rules and regulations in its
drilling activities and thereby protect the sanctity of any fresh water that may be
encountered. The Environment Department would, however, appreciate a letter
from you in the nature of a supplement to your approved discharge plan setting
forth the applicable facts and stating that the existence of Nearburg’s drilling rig,
mud pits, etc. will not affect the discharge of waste water from your lagoon onto
whatever property you are applying it to. In addition, the Environment
Department will likely request Nearburg to supply them with a copy of the drilling
report occasioned by this well so that they may locate all potential fresh water
formations under the property. | do not know who your contact person at
Environment Department is or what their particular preference is with regard to
this letter supplement, but Nearburg has authorized me to render reasonable
assistance to you in getting things straightened out if that is your desire.

Please advise as to what, if anything, we can do for you.



Mr. Wielinga
November 22, 1994
pPage 2 ,

Very tru ly yours,

INTERJURIST LAW FIRM '

hil Brewer
P_B:dc '

cc: Mr.Bob Shelton

' Nearburg pProducing Company
3300 N. "A" Street ‘
Building 2, Suite 120

Midiand, TX 79705-5408




BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
IN THE MATTER OF THE APPLICATION
OF NEARBURG EXPLORATION COMPANY FOR
COMPULSORY POOLING,
LEA COUNTY, NEW MEXICO. CASE NO. 11186
AFFIDAVIT
STATE OF NEW MEXICO )
COUNTY OF SANTA FE ; >
William F. Carr, authorized representative of Nearburg Exploration Company, the
Applicant herein, being first duly sworn, upon oath, states that in accordance with the notice
provisions of Rule 1207 of the New Mexico Oil Conservation Division the Applicant has

attempted to find the correct addresses of all interested persons entitled to receive notice of

this application and that notice has been given at the addresses shown on Exhibit "A"

NL TN

William F. Farr T

SUBSCRIBED AND SWORN to before me this 47 day of January, 1995.

Lt e

I“?tary Public

attached hereto as provided in Rule 1207.

My Commission Expires:

‘8//«/47




EXHIBIT A

Mr. Jeff Niemeyer

Amerada Hess 1980 Program
1201 Louisiana, Suite 700
Houston, TX 77002

Mr. Greg Twombly

American West Oil and Gas Corp.
1776 Lincoln Street, Suite 1016
Denver, CO 80203

David Petroleum Corporation
116 West First
Roswell, New Mexico 88201

Mr. David Steiman

Bonneville Fuels Corporation
1660 Lincoln Street, Suite 1800
Denver, CO 80264

Ms Nadine Prideaux Loveless
Post Office Box 566
Roswell, New Mexico 88201

Mr. Colin R. McMillan
118 West First
Roswell, New Mexico 88201

Ms Carolyn Loveless Schlicher
Post Office Box 606
Roswell, New Mexico 88202

Ms Lucinda L.. Hershenhorn
Post Office Box 176 BEFORE THE

Hondo, New Mexico 88336 OIL CONSERVATION DIVISION
Santa Fe, New Mexico

Case No. 11186 Exhibit No. __6

AFFIDAVIT,
Page 2 Submitted by:__ Nearburg Exploration Company

Hearing Date: January 5. 1995




CAMPBELL, CARR, BERGE
& SHERIDAN, p.A.

LAWYERS
MICHAEL 8. CAMPBELL JEFFERSON PLACE
WILLIAM F. CARR SUITE | - 11O NORTH GUADALUPE

BRADFORD C. BERGE
MARK F. SHERIDAN

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: {SO5) 988-442|

MICHAEL H. FELDEWERT
TANYA M. TRUJILLO

NANCY A. RATH TELECOPIER: (505) 983-6043

JACK M. CAMPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Jeff Niemeyer

Amerada Hess 1980 Program
1201 Louisiana, Suite 700
Houston, TX 77002

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Dear Mr. Niemeyer:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, NM.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to attend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging the matter at a later
date.



Mr. Jeff Niemeyer

Amerada Hess 1980 Program
December 15, 1994

Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

Vety truly yours,

-
LY

WILLIAM F. CARR

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WFC:mlh
Enc.



SENDER: Complete items 1 and 2 when additional services are desired, and complete items

3 and 4. )
Put your address in the “/RETURN TO’’ Space on the reverse side. Failure to do this will _u_.o<o_-= nr.m
vere:

1 'cand from being returned to you. The return receipt fee will provide you the name of the person.
gnd the date of delivery. For additional Tees the following services are available. Consult postmaster

03 and chec x{es) for additional service(s) requested.
1. Show to whom delivered; date, and addressee’s address. 2. [ Restricted Delivery
. (Extra charge) (Extra charge)
3. Article Addressed to: T4 Qo_o ,z__a.M 23 Q\NOW
Mr. Jeff Niemeyer  rotsewes
Amerada Hess 1980 Program mzsgé m__ Insured
.. . Certifiad coD
1201 Louisiana, Suite 700 |0 o man__ 3 et Rece
EOCmﬁODv H‘N \\QOON L Always obtain signature of addresses

. or agent and DATE DELIVERED.
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CAMPBELL, CARR, BERGE
& SHERIDAN, prA.

LAWYERS
MICHAEL B. CAMPBELL JEFFERSON PLACE
WILLIAM F. CARR SUITE | - 110 NORTH GUADALUPE

BRADFORD C. BERGE
MARK F. SHERIDAN

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: (SO5) 988-442I

MICHAEL H. FELDEWERT
TANYA M. TRUJILLO

NANCY A. RATH TELECOPIER: (505) 983-6043

JACK M. CAMPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Greg Twombly

American West Oil and Gas Corp.
1776 Lincoln Street, Suite 1016
Denver, CO 80203

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Dear Mr. Twombly:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, NM.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to attend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging the matter at a later
date.



Mr. Greg Twombly

American West Oil and Gas Corp.
December 15, 1994

Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

Very truly yours,

LY
1

WILLIAM F. CARR

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WEFC:mlh

Enc.
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P %11 333 209

Receipt for
- Certified Mail

w No Insurance Coverage Provided

Mr. Greg Twombly

American West Oil and Gas Corp.
1776 Lincoln Street, Suite 1016
Denver, CO 80203

Posta gzz
$

Certfied Fes

Spectai Duevery oo

Restricted Deivery Fer

Return Receint Showr &
1 Wham & Date De .05

Return Receipt Shawr.
Date, anc Adcresses’ v

TOTAL Postage
& Fees $

Postmark or Date

DEC 15 1994

g PS Form 3800, June 1991
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CAMPBELL, CARR, BERGE
8 SHERIDAN, r.A.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE

WILLIAM F. CARR SUITE | - 110 NORTH GUADALUPE
BRADFORD C. BERGE
MARK F. SHERIDAN

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: (505) 888-442I

MICHAEL H. FELDEWERT
TANYA M. TRUJILLO

NANCY A. RATH TELECOPIER: (505) 283-6043

JACK M. CAMFPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAI
RETURN RECEIPT REQUESTED

Mr. David Steiman

Bonneville Fuels Corporation
1660 Lincoln Street, Suite 1800
Denver, CO 80264

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Dear Mr. Steiman:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, NM.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to attend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging the matter at a later
date.



Mr. David Steiman
Bonneville Fuels Corporation
December 15, 1994

Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

truly yours,

LN
L3

WILLIAM F."CARR

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WEFC:mlh
Enc.



. mm-z_.aUMA: Complete items 1 and 2 when aaa.»_o_..o_ services are desired, and complete items
Put your address in the “RETURN TO" mruoo o_.. the reverse - -_ao 1m=.=o 8 n.o this i.__ u..o<o=~ 9.0 |
card from being returned to o: : return réceipt fee will provide you the he g
date of delive itional tees the - . €O vougn.
68 and check box(es 3- ona_ao:o_ 32_8?_ Bn...osa
1. Show to whom dell d, date, and addressee’s address. 2. [ Restricted Delivery
(Extra charge) {Extra ms..«e
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CAMPBELL, CARR, BERGE
8 SHERIDAN, p.A.

LAWYERS

MICHAEL 8. CAMPBELL JEFFERSON PLACE
WiLLIAM F CARR SUITE | - 110 NORTH GUADALUPE
BRADFORD C. BERGE
MARK F SHERIDAN

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: {(505) s88-442|

MICHAEL H. FELDEWERT
TANYA M. TRUJILLO

NANCY A. RATH TELECOPIER: (S05} 983-6043

JACK M. CAMPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAIL
RET RECEIPT UESTED

Ms Nadine Prideaux Loveless
Post Office Box 566
Roswell, New Mexico 88201

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Dear Ms Loveless:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, NNM.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to attend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that

time and become a party of record will preclude you from challenging the matter at a later
date.



Ms Nadine Prideaux Loveless
December 15, 1994
Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

Verystruly yours,

. .

WILLIAM F. CARR

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WEFC:mlh
Enc.
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CAMPBELL, CARR, BERGE
& SHERIDAN, P.A.

LAWYERS
MICHAEL B. CAMPBELL JEFFERSON PLACE
WiLLIAM F. CARR SUITE | - 110 NORTH GUADALUPE

BRADFORD C. BERGE

ERIDAN POST OFFICE BOX 2208
MARK F. SHEF

SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: (SO5) e88-442]

MICHAEL H. FELDEWERT
TANYA M. TRUJILLO

NANCY A. RATH TELECOPIER: (505) 983-6043

JACK M. CAMPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ms Carolyn Loveless Schlicher
Post Office Box 606
Roswell, New Mexico 88202

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Dear Ms Loveless Schlicher:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, N\M.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to atiend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging the matter at a later
date.



Ms Carolyn Loveless Schlicher
December 15, 1994
Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

WILLIAM F. GARR

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WFC:mih

Enc.
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CAMPBELL, CARR, BERGE
8 SHERIDAN, r.A.

LAWYERS
MICHAEL B. CAMPBELL JEFFERSON PLACE
WILLIAM F. CARR SUITE | - 110 NORTH GUADALUPE

BRADFORD C BERGE
MARK F. SHERIDAN

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: (505) 988-4421

MICHAEL H. FELDEWERT
TANYA M. TRUJILLO

NANCY A. RATH TELECOPIER: (S0O5) 983-6043

JACK M. CAMPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ms Lucinda L. Hershenhorn
Post Office Box 176
Hondo, New Mexico 88336

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Dear Ms Hershenhorn:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, N.M.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to attend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging the matter at a later
date.



Ms Lucinda L. Hershenhorn
December 15, 1994
Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

Very|truly yours,

WILLIAM F. €ARR

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WFC:mlh

Enc.
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CAMPBELL, CARR, BERGE
8 SHERIDAN, r.A.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE

WILLIAM F. CARR SUITE | - 11O NORTH GUADALUPE
BRADFORD C. BERGE

MARK F SHERIDAN

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: (505) @88-44z2|

MICHAEL H. FELDEWERT
TANYA M TRUJILLO

NANCY A. RATH TELECOPIER: (E085) 983-6043

JACK M. CAMPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Colin R. McMillan
118 West First
Roswell, New Mexico 88201

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Dear Mr. McMillan:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, N.M.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to attend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that

time and become a party of record will preclude you from challenging the matter at a later
date.



Mr. Colin R. McMillan
December 15, 1994
Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

Very truly yours,

WILLIAMF. CARR

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WEFC:mlh

Enc.
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CAMPBELL, CARR, BERGE
8 SHERIDAN, P.A.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
WILLIAM F. CARR SUITE | - 110 NORTH GUADALUPE
BRADFORD C. BERGE
MARK F. SHERIDAN

POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208

TELEPHONE: (SOS5) 988-4421\

MICHAEL H. FELDEWERT
TANYA M TRUJILLO

NANCY A. RATH TELECOPIER: (505} 983-6043

JACK M. CAMPBELL
OF COUNSEL

December 15, 1994

CERTIFIED MAIL
RETURN RECEJIPT REQUESTED

David Petroleum Corporation
116 West First
Roswell, New Mexico 88201

Re:  Application of Nearburg Exploration Company for Compulsory Pooling, Lea
County, New Mexico

Gentlemen:

This letter is to advise you that Nearburg Exploration Company has filed the enclosed
application with the New Mexico Oil Conservation Division seeking the force pooling of
certain mineral interests in all formations to the base of the Strawn formation, South Humble
City-Strawn Pool, in and under the E/2 NW/4 of Section 13, Township 17 South, Range 37
East, NM.P.M., Lea County, New Mexico. Nearburg Exploration Company proposes to
dedicate the referenced pooled unit to its Shriner 13 No. 1 Well located at a standard well
location 2086 feet from the Notrth and West lines in the E/2 NW/4 of said Section 13.

This application has been set for hearing before a Division Examiner on January 5, 1995.
You are not required to attend this hearing, but as an owner of an interest that may be
affected by this application, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from challenging the matter at a later
date.



David Petroleum Corporation
December 15, 1994
Page 2

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to file
a Prehearing Statement substantially in the form prescribed by the Division. Prehearing
statements should be filed by 4:00 o'clock p.m. on the Friday before a scheduled hearing.

Ve

WILLIAMF.

ATTORNEY FOR NEARBURG EXPLORATUION COMPANY
WFC:mih
Enc.
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LARGE FORMAT
EXHIBIT HAS
BEEN REMOVED
AND IS LOCATED
IN THE NEXT FILE




