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EAST ECHOLS PROSPECT
E/2 SECTION 30, T-10-S, R-38-E

LEA COUNTY, NEW MEXICO

Sugarberry/Global Nat Resources

1/4 80.000000f LEASE

Nations Geophysical/Fina> 1/8 40.000000
George W. 2/57 11.200000; LEASE
Edra Mauldin 3/400 2400000 LEASE
John W. Horst 3/400 2.400000{ LEASE
Oleta McMurtrie 3/400 2.400000) LEASE
Darlene Austin 3/400 2400000 LEASE
Patsy Mancini 3/400 2.400000f LEASE
David Mauldin 3/400 2400000 LEASE
Pansy Evans 3/400 2.400000) LEASE
Geraldine Randall 3/400 2.400000f LEASE
Wanda Little 3/400 2.400000{ LEASE
Maxine Cadwaller 3/400 2400000, LEASE
Fow.ne Stirm 3/400 2.400000{ LEASE |
Sharrin Houssaye 3/400 2.400000{ LEASE |
Lula Evans Wheelock/Don Birdwell 1/8 40.000000] LEASE |
Frank O. Elliott, Trustee 1/16 20.000000! FARMOUT
Edna lone Hall, Trustee 1/16 20.000000f FARMOUT
Alice J. DickéD 116 20.000000
JohnJ Fleet 124 | 13.333333
WVilli Jr. Indv. > 1/36 8.888889

é William B. Osbomn, Jr., Trustee > 1/48 6.666667
ﬁeﬁ Osborn Biedenhorn, Indv. 1/36 8.888889
Betty Osborn Biedenhom, Trustee 1/48 6.666667
Charlotte Osborn Barrett Trust 1/48 6.666667| LEASE
Marcus Thurman Barrett, il 1172 4.444444 LEASE
William Osborn Barrett 1172 4444444 LEASE

BEFORE THE
OIL CONSERVATION DIVISION
Case No. 11417 Exhibit No.
Submitted By:
MERIDIAN OIL, INC.
Hearing Date: November 2, 1995
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MERIDIAN OIL

October 13, 1995

Mr. Jim Daniels

Nations Geophysical, Inc.
1031 Andrews Highway
Midland, Texas 79701

Re:  Request for Waiver
3-D Seismic Data
Lea County, New Mexico

Dear Mr. Daniels

In order for Meridian Oil Inc. (“Meridian”) to comply with full disclosure concerning our attempts to
drill the Aunt Lula 30 #1, Meridian may be required to reveal confidential seismic data covering all or
portions of Sections 19, 20, 29 and 30, T-30-S, R-38-E, Lea County, New Mexico. Meridian respectfully
requests Nations Geophysical Inc. waive provision 12 of that certain seismic Data License Agreement
dated April 15, 1995, between Meridian Oil Inc., Licensee, and Nations Geophysical Inc., Licensor, to
allow Meridian to disclose confidential seismic data to the examiner of the New Mexico Oil
Conservation Division, if necessary.

Please signify your agreement to waive said provision by executing in the space provided below and
returning one original of this letter to the undersigned on or before October 20, 1995.

Very truly yours,

MERIDIAN OIL INC.

sl Soden
Lesfyn M. Swierc, CPL

Senior Landman

LMS/es
Encl.

NATIONS GEOPHYSICAL, INC. AGREES to waive the confidentiality provision of that certain
Seismic Data License Agreement dated April 25, 1995.

NATIONS GEOPHYSICAL, INC.

By:
Title: BEFORE THE
OIL CONSERVATION DIVISION
Case No. 11417 Exhibit Noj
. Submitted By:
P.O. Box 51810 Midland. Texas 79710-1810, Telephone 915-688-6800 MERIDIAN Ot _ INC




MERIDIAN OIL

September 21, 1995

Mr. Brian Lucas

Nations Geophysical, Inc.

1031 Andrews Highway, Suite 207
Midland, Texas 79701

Re:  East Echols Prospect
Section 30: E/2
Lea County, New Mexico

Dear Brian:

In our previous discussions, it was brought to Meridian’s attention that Nations Geophysical, Inc.
(“Nations”) is the current lessee of the 1/8th mineral interest owned by Fina Oil and Chemical
(“Fina”) in the captioned lands. The oil and gas lease held by Nations reserves to Fina a 1/4th
royalty before payout, increasing to a 30% royalty after payout of each well.

Meridian Oil Inc (“Meridian”) is proposing the drilling of the Aunt Lula 30 #1 (the “Well™), a
9,900" Wolfcamp test located 1980" FSL & 660’ FEL Section 30, T-10-S, R-38-E, Lea County,
New Mexico. Enclosed for your review and execution is an AFE in the amount of $820,000 to
drill, complete and equip the Well. If you elect to participate in the drilling of the Well, please
execute and return the AFE to the undersigned by October 6, 1995. Upon Meridian’s receipt of
said AFE, Meridian and Nations will enter into a mutually-acceptable Operating Agreement
using AAPL form 610 (1982) Joint Operating Agreement which (a) designates Meridian Oil Inc.
as operator, (b) provides in Article VI.B.2. for recoupment of 300% of all well costs through the
wellhead in the event of operations by less than all parties, (c) omits the provision for the
preferential right to purchase, and (d) provides in Article VILD.1. for a casingpoint election. An
Exhibit “C” (Accounting Procedure), Exhibit “D” (Insurance Requirements) and Exhibit “E”
(Gas Balancing Agreement) will also be forwarded for your review.

If, however, Nations should elect not to participate in the drilling of the Well, Nations could
propose to grant Meridian a term assignment of its 12.5% leasehold interest under the E/2
Section 30, T10S, R38E, which would result in Meridian owning an additional 12.5% working
interest in the Well, relieving Nations of any costs to drill same. With the heavy burdens Fina
has placed upon its interest (75% effective net before payout, 70% effective net after payout)
Meridian could not accept a term assignment. Therefore, Meridian respectfully requests that
Nations release the captioned lands to Fina so that Meridian may attempt to negotiate a lease
from Fina which delivers a higher net revenue interest to Meridian.

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
A0 N A" S BlAA & 7Q705.54A08



Mr. Brian Lucas

Nations Geophysical, Inc.
September 21, 1995

Page 2

It is essential that Meridian be delivered no less than an 80% net revenue interest in the proposed
" well. Should Nations release the E/2 Section 30 to Fina and Meridian and Fina are unable to
reach mutually-acceptable lease terms to provide for the drilling of the Well by October 15,
1995, this well will be scheduled for a compulsory pooling hearing to be held on November 2,
1995.

If Nations does not release the acreage to Fina, Meridian is prepared to seek appropriate remedies

from the New Mexico Oil Conservation Division for the excessive burdens attached to the 1/8th
mineral interest leased by Nations. If Nations is forced pooled, there are existing cases which
actually set aside the excessive burdens until an operator has achieved payout plus the
appropriate penalties. This means that Nations could potentially be held responsible to Fina for
the difference between a 1/4th royalty and a 1/8th royalty.

I would prefer to discuss this proposal in person; however, I am presenting same in writing in
accordance with your request. I may be reached at 688-6928 to answer any questions you may
have with respect to this matter. Thank you for your prompt attention.

Very truly yours,

MERIDIAN OIL INC.
LA €

Leslyn M. Sivierc, CPL
Senior Landman

LMS/cs

ce: Jim Behrmann
Don Davis

Tom Kellahin
Kellahin & Kellahin
P. O. Box 2265

€ idm P ANlewo A mri s OTENA NNLR
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Midfand Region Date:

P.O. Box 51810 AFE No.:

Midland, Texas 79710-1810
{(915) 688-6800

MERIDIAN OIL INC.
AUTHORITY FOR EXPENDITURE

Foreman Area Team Name Hobbs Foreman Area
DP No.
Lease/Well Name: : Aunt Lula 30" #1 Lease No.
Field/Prospect: East Echols (Wolfcamp) Field Region: Midland
Location: 1980’ FSL & 660’ FEL, Sec 30, T10S, R38E  County: Lea State: New Meaxico
AFE Type: New Drill Well Original X Supplement Addendum Cost Center
API Well Type: Exploratory Operator . Meridian Oil
Objective Formation: Wolfcamp Authorized Total Depth (Feet) 9,900’
Project Description: Drill, complete and equip a Wolfcamp wildcat well in the East Echols Field.
Est. Start Date: Oct. 15, 1995 Prepared By Chet A, Babin
Est. Completion Date:  Nov. 7, 1995
GROSS WELL COST DATA
DRILLING : WORKOVER CONSTRUCTION
DRY HOLE SUSPENDED COMPLETION OR FACILITY TOTAL
DAYS:
THIS AFE: $428,800 $522,300 $107,200 $190,500 $820,000
PRIOR AFE's:
TOTAL COSTS: $428,800 $522,300 $107,200 .$190,500 $820,000
JOINT INTEREST OWNERS
WORKING INTEREST NET $ EXPENDITURES
COMPANY PERCENT % DRYHOLE § COMPLETED §
OTHERS 62.5% 268,000 512,500
MERIDIAN OIL INC. 37.5% 160,800 307,500
AFE TOTAL: 100.0% $428,800 $820,000
22
MERIDIAN OIL APPROVAL
Recommended: Date: Approved: Date:
Recommended: Date: Approved: Date:
Recommended: Date: Approved: Date:
PARTNER APPROVAL
Company Name: Authorized By:

Date: Title:
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' September 5, 1995

Meridian Qil
P. O. Box 51810
Midland, Texas 79710-1810

ATTN: Leslyn Swierc, Land Department

Re: Oil and Gas Lease Request
E/2 of Sec. 30, T10S, R38E
Lea County, New Mexico
Fina 09RPTX1560-000

|25 7 MT

Dear Leslyn,
In response to your letter of July 5, 1995 regarding the above referenced, please be
advised that Fina Oil and Chemical Company is agreeable to leasing the subject lands
on the following terms:

1. $100.00 per mineral acre bonus

2. 1 year paid-up lease on Fina’s lease form

3. 1/4 royalty

A copy of Fina's lease form is being forwarded herewith for your review.

Should these terms be acceptable, please contact me at (915) 688-0646 and thank
you for your interest in Fina minerals.

Sincerely,

Qo Agrad

Darrell Garrett
Senior Landman

Fina Oil and Chemical Company
6 Desta Drive, Suite 4400 « Midland, TX 79705
P.O. Box 2990 « Midland, TX 79702 « (915) 688-0600
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OIL AND GAS LEASE

STATE OF NEW MEXICO §
§
COUNTY OF [INSERT} §

THIS AGREEMENT made this [INSERT] day of [INSERT], 1994, between FINA OIL
AND CHEMICAL COMPANY, 6 Desta Drive, Suite 4400, P, O. Box 2990, Midland, Texas
79705, hereinafter referred to as "Lessor", and [INSERT], whose address is
{INSERT], hereinafter referred to as "Lessee':

WITNESSETH:

1. Lessor, in consideration of Ten Dollars ($10.00) in hand paid and other
valuable consideration, receipt of which is hereby acknowledged, and of the
royalties herein provided and of the agreements of the Lessee herein contained,
hereby GRANTS, LEASES and LETS exclusively unto Lessee for the purpose of
investigating, exploring, prospecting, drilling and operating for and producing
oil and gas, injecting gas, waters, other fluids, and air into subsurface strata,
laying pipe lines, storing oil, building tanks, rocadways, telephone lines, and
other structures and things thereon to produce, save, take care of, treat,
process, store and transport said minerals, on the following described land in
[INSERT] County, New Mexico, to-wit:

TOWNSHIP [INSERT] SOUTH, RANGE [INSERT] EAST

Section [INSERT]

For purposes provided for herein, said land shall be considered as containing
{INSERT] acres, whether more or less.

2. Subject to the other provisions herein contained, this lease shall
remain in force for a term of 1 year from this date (called the "primary term")
and as long thereafter as oil or gas is produced in paying quantities from said
land.

3. The royalties to be paid by Lessee are:

a. On oil, including condensate, distillate, and all hydrocarbons produced
in a liquid form at the mouth of the well or recovered from oil or gas run
through a separator or other equipment, 1/4 of the gross production or the market
value thereof, at the option of Lessor; such value to be determined by the
highest posted price for o0il, condensate, distillate, or other 1liquid
hydrocarbons of a like type and gravity for the county where produced and where
run.

b. On gas, including casinghead gas, flared gas, gas used in lease
operations, and any other gaseous substances, 1/4 of the gross production or the
market value thereof.

c. On gas processed in a plant for the recovery of gasoline or other
liquid hydrocarbons, 1/4 of the residue gas and the liquid hydrocarbons extracted
or the market value thereof.

d. Lessor may, at any time or from time to time, require that the payment
of any or all of the above reserved royalties be made in kind upon sixty (60)
days written notice. Any gas contract executed by Lessee shall provide that upon
sixty (60) days written notice of Lessor’s intention to take its royalty gas in
kind, such royalty gas shall be released from the contract.

e. At any time when this lease is not validated by other provisions hereof
and there is a gas and/or condensate well on a proration unit comprised of said
land, or land pooled therewith, but gas or condensate is not being so sold or
used and such well is shut-in, then on or before 90 days after said well is shut-
in, and thereafter at annual intervals, Lessee may pay or tender an advance shut-
in royalty equal to Five Hundred and No/100 Dollars ($500.00) for each well so
shut-in under the terms of this lease. As long as said shut-in royalty is paid
or tendered, on a well by well basis, this lease, as to acreage found within the
proration unit attributable to such gas well shall not terminate and it shall be
considered that gas is being produced from the leased premises in paying
quantities for a period of twelve (12) months .commencing from the date such
payment is made. Subsequent shut-in payments shall be in like amounts as
aforementioned and payable on or before the anniversary date of the first payment
made, and upon each timely and proper payment, this lease, as to the acreage
within the said proration unit, shall not terminate for twelve (12) months from
the anniversary date established by the first payment.

The payment of shut-in royalties shall not extend this lease for a period of more
than two (2) consecutive years beyond the expiration of the primary term or for
shorter periocds of more than two (2) years in the aggregate.



f. Lessor shall have the first and preferential right of refusal to
purchase cil or gas produced pursuant to the terms of this lease. This right
shall be exercised by acceptance in writing conveyed to Lessee within thirty (30)
days from date Lessor received written notice of the terms and conditions of a
third-party offer to purchase o0il or gas.

Not withstanding anything contained in Article 3.a hereinabove,
proceeds from any sale between Lessee and any non-affiliated company or person
negotiated in good faith and at arms’ length shall be deemed to be market value
for the purposes of Article 3.

g. Lessor’s royalty, including that paid in kind, is to be free and clear
of all exploring, producing, developing, processing, gathering, marketing,
compressing, dehydrating, separating, treating, and transporting costs as well
as all claims, charges, expenses, taxes, overriding royalties, and other
royalties, provided, however, that Lessor’s royalty shall bear its proportionate
part of all windfall profit taxes, if any, and ad valorem, severance, gross
production, and other similar taxes levied on or measured by production from the
leased premises,

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

5. Lessee is hereby granted the right and power to pool or combine this
lease, the land covered by it or any part or horizon thereof with any other land,
leases, mineral estates or parts thereof for the production of 0il or gas. Units
pooled hereunder shall not exceed the standard proration unit fixed by law or by
the 0il Conservation division of the Minerals Department of the State of New
Mexico or by any other lawful authority for the pool or area in which said land
is situated, plus a tolerance of ten percent. Lessee shall file written unit
designations in the county in which the premises are located and such units shall
be designated before the completion of wells. Drilling operations on or
production from any part of any such unit shall be considered for all purposes,
except the payment of royalty, as operations conducted upon or production from
the land described in this lease. There shall be allocated to the land covered
by this lease included in any such unit that portion of the total production of
pooled minerals from wells in the unit, which the net o0il or gas acreage in the
land covered by this lease included in the unit bears to the total number of
surface acres in the unit. The production so allocated shall be considered for
all purposes, including the payment or delivery of royalty, to be the entire
production of pooled minerals from the portion of said land covered hereby and
included in said unit in the same manner as though produced from said land under
the terms of this lease. Any pooled unit designated by lessee, as provided
herein, may be dissolved by lessee by recording an appropriate instrument in the
County where the land is situated at any time after the completion of a dry hole
or the cessation of production on said unit.

6. I1f, after the expiration of the primary term, any well upon said land
should become incapable of producing for any cause, the lease shall not terminate
if Lessee commences operations for additional drilling or for reworking within
sixty (60) days thereafter. If any drilling, additional drilling, or reworking
operations hereunder result in production, then this lease shall remain in full
force so 1long thereafter as o0il or gas is produced in paying gquantities
hereunder. If at or after the expiration of the primary term any well ceases to
produce, but Lessee has commenced actual drilling or reworking operations
thereon, this lease shall remain in force so long as operations are prosecuted
with no cessation of more than thirty (30) consecutive days, whether such
operations be on the same well or on a different or additional well or wells, and
if said operations result in the commercial production of oil or gas, so long
thereafter as o0il or gas is produced from said land.

7. Lessee shall have the right for 120 days after the expiration of this
lease, or any part thereof, to remove all property and fixtures placed by Lessee
on said land, including the right to draw and remove all casing. When required
by Lessor, Lessee will bury all pipe lines on cultivated lands below ordinary
plow depth, and no well shall be drilled within two hundred feet (200 ft.) of any
residence or barn now on said land without Lessor’s consent. Failure to remove
all property and fixtures from the above terminated leased acreage within the
time period specified above shall, at Lessor’s option, cause a forfeiture of said
property and fixtures for the benefit of Lessor.

8. The provisions of this lease shall extend to and bind the successors
and assigns of the parties hereto and shall constitute covenants running with the
land hereby leased, and any assignment of this lease, in whole or in part, shall
contain indemnification language as set forth in Paragraph 17 herein. 1In order
to assure Lessor that operations hereunder shall be conducted by responsible
parties and that the maximum amount of production shall be obtained hereunder,
Lessee agrees that no assignment of Lessee’s interest shall be made without the
prior written consent of Lessor, and Lessor shall be furnished with a complete
address and telephone number of any assignee of this lease, in addition to
recorded copies of any and all assignments of this lease.



NM OIL AND GAS LEASE
Page 3

8. Should Lessee be prevented from complying with any express or implied
covenant of this lease, or from conducting drilling or reworking operations
hereunder, or from producing oil or gas hersunder by reason of scarcity or
inability to obtain or use equipment or material, or by operation of force
majeure, or by any Federal or state law or any order, rule or regulation of
governmental authority, then while so prevented, Lessee's duty shall be
suspended, and Lessee shall not be liable for failure to comply therewith; and
this lease shall be extended while and so long as Lessee is prevented by any such
cause from conducting drilling or reworking operations or from producing oil or
gas here- under; and the time while Lessee is so prevented shall not be counted
against Lessee, anything in this lease to the contrary notwithstanding.

10. It is expressly understood and agreed that this lease is executed by
Lessor without any warranty, expressed or implied.

11. If this lease covers a less interest in the oil or gas in all or any
part of said land than the entire and undivided fee simple estate (whether
Lessor's interest is herein specified or not) then the royalties, shut-in
royalty, and other payments, if any, accruing from any part as to which this
lease covers less than such full interest, shall be paid only in the proportion
which the interest therein, if any, covered by this lease, bears to the whole and
undivided fee simple estate therein. Shut-in royalty as provided for in Article
3.e hereinabove, shall not be reducible by this provision.

12. Lessee, its or his successors, heirs and assigns, shall have the right
at any time to surrender this lease, in whole or in part, to Lessor or his heirs,
successors and assigns by recording a release in the county in which said land
is situated and mailing a certified copy of said release thereof to the Lessor.
Lessee thereupon shall be relieved from any future obligations, expressed or
implied, of this agreement as to acreage so surrendered.

13. At the expiration of the primary term created hereby or at the
conclusion of the continuous drilling program as hereinafter defined, whichever
occurs later, this lease shall terminate as to 1) all of the land covered hereby
except as to those lands which are included within the geographical boundaries
of a proration unit in conformity with field rules or spacing laws of the
applicable governmental body on which there is located a well capable of
producing oil and/or gas and 2) all depths fifty feet (50’'} below the deepest
producing formation in each proration unit. A continuous drilling program is
defined as the period commencing at the expiration of the primary term during
which Lessee conducts good faith drilling operations with no cessation of more
than one hundred twenty (120) days between completion or plugging and abandonment
of one well and commencement of actual drilling operations on a succeeding well,
and with drilling operations on each well being conducted with no cessation of
more than thirty (30) consecutive days.

If at any time after the expiration of the primary term or at the
conclusion of the continuous drilling program, the applicable field rules are
changed or the well or wells located thereon are reclassified as 0il or gas wells
so that less acreage is thereafter allocated to said well or wells for spacing
purposes, this lease shall thereupon terminate as to all acreage not thereafter
allocated to said well or wells for spacing purposes unless Lessee begins a
continuous development program on the unproductive acreage as outlined in
Paragraph 13 above.

Lessee agrees to execute and record release or partial release of lease,
as applicable, and forward the recorded release to Lessor within ninety (90) days
following the date this lease expires or terminates as to that acreage or depth
which expires or terminates or is to be released under the terms and provisions
hereof. Failure to furnish such recorded release or partial release of lease to
Lessor within the allotted ninety (90) day period shall incur a penalty of Fifty
and No/100 Dollars ($50.00) per day until such release or partial release of
lease is received by Lessor.

14. Prior to commencement of drilling operations in connection with any
well drilled on said land, Lessee shall furnish to Lessor, at Lessee’'s expense,
notification of the date of commencement of drilling operations including a
survey plat of the drillsite location.

15. During drilling operations of any well drilled pursuant to Article
14 hereinabove, and other provisions of this lease, Lessee, agrees to furnish
Lessor, at Lessee’s expense, the following items:

a. Until the well is completed, weekly drilling and geological reports.
Additionally, Lessor shall be furnished copies of hydrocarbon logging unit
charts, two (2) copies of electrical log surveys, geophysical surveys, cores and
core data, fluid sample analysis and completion information on all drillstem
tests made, including pressure charts, within forty-eight (48) hours of the date
received by Lessee.

Lessor shall also have the right to receive marked samples and drilling
time at ten foot (10’) intervals from surface to total depth drilled, if
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requested by Lessor.

b. Notification to Lessor shall be made prior to testing, coring, logging,
and intent to complete or plug.

c. Copies of all notices and reports, including production reports, filed
with the 0il Conservation Division of the Energy and Minerals Department of the
State of New Mexico and/or other governmental regulatory agencies having
jurisdiction.

d. Copies of all title opinions and curative.

The items listed above shall be forwarded to Lessor at 6 Desta Drive, Suite
4400, P. O. Box 2990, Midland, Texas 79705, to the attention of the Land
Department, until otherwise notified by Lessor and shall be treated by Lessor as
confidential.

16. The obligations contained in Paragraph 14 and Paragraph 15 shall be
deemed conditions and not mere covenants of this agreement. Should Lessee be in
breach of any of said conditions, Lessor shall give written notice to Lessee of
said breach at which time Lessee shall be given seven (7) days after notification
to remedy said breach. Failure to remedy said breach on or before seven (7) days
shall result in termination of this lease, at option of Lessor. Notwithstanding
the automatic reversion of title into Lessor as setforth herein, Lessee shall
promptly make, execute, and deliver to Lessor any instrument or instruments
reassigning and reconveying record title to Lessor. Failure of Lesses to
execute and deliver to Lessor said instrument or instruments reassigning or
reconveying record title to Lessor within thirty (30) days of written notice from
Lessor to Lessee, shall result in a penalty of Seventy-Five and no/100 Dollars
{($75.00) per day beginning on the 31st day after written notification is received
by Lessee until such time as said instrument of instruments reassigning or
reconveying record title to Lessor is received by Lessor. Lessor hereby agrees
and all persons are hereby given notice that, upon the termination of this lease
in whole or in part (with or without an instrument of release, assignment or
reconveyance) Lessor’s interest in said land or any part thereof shall be free
and clear of any overriding royalty, payment out of production, net profit
obligation or carried interest, or any obligation to which it may have been
subjected by Lessee. Any such obligations shall cease and terminate and be of
no further force and effect as to such part of said land reassigned or
reconveyed.

17. Lessee agrees to fully defend, protect and indemnify, and hold
harmless Lessor, its employees and agents, from and against each and every claim,
demand, action, cause of action or lawsuit, and any liability, cost, expense,
damage or loss {(including environmental), including attorneys' fees and court
costs, that may be asserted against Lessor and Lessee by any third party,
including Lessee’'s employees and agents, arising from or on account of any
operations conducted by Lessee or for the benefit of Lessee on the leased
premises.

18. In the event a well or wells are brought in on adjacent land and
draining a portion of the leased premises, Lessee agrees, within one hundred
twenty (120) days after such offset well commences actual production, to drill
such offset well or wells as are necessary to prevent such drainage. In lieu of
drilling an offset to any such oil or gas well, Lessee shall have the option of
either releasing this lease as toc the stratigraphic egquivalent of the zone or
horizon which corresponds with that being produced in the offset well and within
a tract of land, the size and configuration of which shall be determined by using
the formula set out in Article 13 above, with Lessee retaining all other rights
within such tract, or pay Lessor monthly, as compensatory royalty, a sum equal
to the payments which would be payable under this lease on the production from
such offset well had same been produced from the above leased premises and, as
long as Lessee may elect to pay such royalty in lieu of drilling an offset well,
Lessee shall have satisfied its offset obligation to Lessor as to such well.

DEFINITIONS AND STANDARD OF CONDUCT: The parties hereto agree that for
purposes of this lease, the following definitions and standards shall be

applicable:

a. "production”, "production in paying quantities", "production
in commercial guantities", and "production in paying or commercial gquantities"
shall have the same meaning for purposes of this lease, namely production in
guantities sufficient to yield a return to the holders of the working interest
excluding severance taxes, in excess of operating and eguipping expenses and
costs including overhead and depreciation of assets, even though drilling costs
may never be recouped by working interest owners. The review period for purposes
of determining whether production is in paying or commercial quantities shall be
the 365 consecutive day period chosen by Lessor. There shall be no review period
where production ceases. Production in less than paying or commercial quantities
shall never be considered as production for purposes of this lease.
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b. "0il and/orx gas" shall have the meanings or definitions derived
from the statutes, laws and court precedent of New Mexico, as such definitions
and or meanings may change from time tc time.

c. “operations fordrilling", "drilling operations", "commencement
of drilling operations"”, "commence operations", “commence drilling operations",
“commences drilling operations", “"commencement of a well* and “actual drilling

operations" shall have the same meaning being (1) the actual entry of the
drillbit of a drilling rig, capable of achieving the total depth permitted and
approved by the 0il Conservation Division of the Energy and Minerals Department
of the State of New Mexico, into the soil of leased premises and the timely
prosecution of such actual drilling operations in good faith and with reasonable
diligence to the completion of same as a dry hole or commercial well and (2} the
actual re-entry into an existing wellbore with a drilling or workover rig capable
or re-entering such well for the purpose of completing such well in previously
uncompleted an unproduced zones and the timely prosecution of such actual re-
entry operations in good faith and with reasonable diligence, toward the
completion of such previously uncompleted and unproduced =zone or zones
encountered in such wellbore, as either producing or dry zones.

d. "operations for reworking", "reworking operations",
“commencement of reworking operation", “commence reworking operations", commences
reworking operations", and "actual reworking operations" shall have the same
meaning being the actual re-entry into an existing wellbore with a drilling or
workover rig capable of re-entering and reworking an existing zone, or deepening
or plugging back into a new zone of any well or wells located on the leased
premises including any reworking, repairing or replacement of any personal
property, fixtures, and equipment used and/or associated therewith and the re-
establishment or enhancement of commercial production of any such well or wells.
Such personal property, fixtures and eguipment may include but are not limited
to the following: gas lift systems, production equipment, storage facilities and
compressors. Such actual reworking operations must be timely prosecuted, in good
faith and with reasonable diligence and without cessation of more than thirty
(30) days, toward the re-establishment of commercial production of oil and gas
from such previously producing zone or zones or newly completed zone or zones.

e. "operations" and "other operations" shall be defined as all
other lease operations which may be conducted by Lessee under this lease except
those defined in c. and d. above. "operations" and "other operations" as defined
in this subparagraph e. shall never be the basis for perpetuation of this lease.

£. "completed"”, or "completion” shall have the same meaning and
the date a well is completed shall be on (1) the date of the potential test
conducted for 0il Conversation Division of the Energy and Minerals Department of
the State of New Mexico purposes or (2) thirty (30) days after the drilling rig
is released from such well or (3) the date a well is abandoned as a dry hole,
whichever happens sooner.

g. "shut-in": A well shall be considered and defined as "shut-in®
on the earlier of the following dates: (1) the date of the potential test

conducted for O0il Conservation Division of the Energy and Minerals Department of
the State of New Mexico purposes; (2) thirty (30) days after the drilling rig is
released; or (3) the day that commercial well ceases actual production.

h. "standard of conduct": The standard of conduct of Lessee in
performing all expressed as well as implied obligations, covenants and conditions
imposed upon Lessee arising out of this agreement, shall be that of "utmost good
faith and fair dealing." Further, Lessee agrees to comply with all local, state
and federal laws, rules and regulations.

IN WITNESS WHEREOF, this instrument is executed as of the day and
year first above written.

LESSOR:

FINA OIL AND CHEMICAL COMPANY

By: E. A. Nash
mi+la- Attornev-in-Fact
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FAAK RIS

MERIDIAN OIL

July 5, 1995

Fina Oil & Chemical Company
P. O.Box 2159
Dallas, Texas 75221

Re:  East Echols Prospect

Section 30: E/2
Lea County, New Mexico

containing 320 acres, more or less

Gentlemen:

Meridian Oil Inc. is interested in acquiring an oil and gas lease covering the undivided 1/8th
mineral interest owned by your company in the captioned acreage. The mineral interest in the
captioned acreage stated herein is based upon an examination of the records of Lea County, New
Mexico. Meridian is offering to acquire this lease under the following terms:

Bonus:
Royalty:
Primary Term:
Delay Rental:

$40/net acre
1/6th

Five (5) years
$1.00/acre

The offer detailed herein is subject to verification and delivery of clear title. If you are in
agreement with these terms, please execute the enclosed Oil and Gas Lease and draft, fill in your
Social Security number and depository bank on the lease and deposit the lease and draft with

your bank for collection.

Thank you in advance for your consideration of this request. If you have any questions or
comments regarding this proposal, please do not hesitate to call me at (915) 688-6528. I shall

look forward to your reply.

Very truly yours,

MERIDIAN OII§Z
poA L

Leslyn wierc, CPL
Senior Laddman

LMS/cs
Encls.

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800

3300 N. “A" St., Bldg. 6, 79705-5406
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Rocky Mountaln (Reqular)

OIL AND GAS LEASE
R BILLON iy T Nt T e I T
MSLEASEAGREEMH‘TI:MBMM 10th. dayof . July 1992 bewen Fina Oil & Chemical Company,
P, O. Box 2159, Dallag, Texas 75221

I RO L T S .

as Lessor (whether one or more) and

Meridian Qil.-lmwmu%mmnuwnumn_" Lessee. All printed portions of this | b
the party hereinabove named-2s Lesses, but all other-provisions (including the-compietion of blank spaces) ware prepared jointly by Lessor amip p eas0 were prepared by

Iongwfmgns;n consideration of a cash bonus in hand paid and the covenants herein comained, Lessor here_by grants exclusivaly to Lesses the following described land (use attachment for
RECE e '

T-10-S, R-38-E, N.M.P.M.
Section :30+ ~E/2
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FNotwithstanding anything containéd herein to the contrary, the royalties payable under
Paragraph 4 herein shall be 1/6th instead of the stated l/8th.

PR
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P e )" R e T
I the 6ounty Ue¥lea st of ___New Mexic n? acres, more of foss ﬂndud%am Intarests therein
which Lassor mxy hareafier acqum teversion, prescription of ommvise). for the purposn of explorin tor. developing, producing and manaﬁng oil and gas alo! hydrocarbon and

non| m‘ W n therewith, The term *'gas” uyse'ﬂ mqmln In udes elluuL cacbon di oxide ather. commercial gases, as weil ag hydmearbon gases. In
addition 0 the “ling; fease‘Hls0 covers accretiors' and any small strips or parcsls of land now or hersaftsr awned by Lessar which are”contiguous of adjacent to the

m‘ e ﬁ' ﬂﬁonﬁdmn}%m forementioned cash.banus, Legsor.agrees to cxem:gussn&. rsqum any.additional. ot supplemental-instruments: for.a. nora complete or
acey

inoretor 4 primary tom of £LV€ L5 Voar o e cate e, s o . v subeaces o
pmdues&w?’:y'l qm%?&ﬁfr%‘" &&W pmﬂlges ‘ot froinlarids pooled thérswith or thig lsass It othtwiss malrkained {:\geﬁm pursuant fo ﬁmﬁ%& hereo mud mby "

3. Rental Paymant. if on or before the first annivarsary date hereof opsrations for the drilling of a well for oll or gas or other substances covared hersby have nat been commenced on the
Isased: pramises or land pooled-therewith;-or-if there-then-is no- production-In paying quan es from the leased pramises or land pooled therswith, then subject to Paragraph 5 below this

fease shall terminate as to both parties unlisss Lesses on or befommatdmpaystoi.assorerto Lessor's cretitin the

Bankgt o oo oo oo e oo ooty successors, which shall be Lessor's depository agent for receiving payments regardless of changes in the
ownership of ald land, the sum of 3_3.2.0..:_QQ.____ s rental covering the privilege of deferring the commancement of oFmﬂons for the drlmng of a wefl for a period of twelve
months from sai anniverwy dm In liks manner and upon Iike payments, the commencement of operations for, the dﬁmnq of 2 well may be further deferred for one or more twisve-month

of for any reason ccept rental payment hersunder, Lessee shall not be held ln defautt fo 0 maks such
to Lessee a proper recordable instrument nami mother bank as posnory agent to receive payments and Lesses has falled to make such payment within 60 days after receipt of such notice.

mmwmm All ents may be made ack or draft mailed or dellvéred on-or-bef nt date. i the depostto bankslwuldﬂquldmorbo
sp:dcouded%ym or bank, domfusotoa '% wmlm dellvered
tis eratio cited aboye covers not only the ﬂnm fo. dmr [drifiing_during the first year of this lease, but aiso_all subsequent deferrals of drili zs
afor;m%%%ﬂmw "ﬁﬂ""m& Mréundor ‘It on or-befors any rental payment % m:n erraneous rental payment bscq na

dcpositnry, ar the wrong amount, Lesses shail be unconditionally obligated to make pm?er remal [ nt for the period Involved and this leass shall eongr‘\{mn tggu h such
mz? had been pmpmy mads, provided that proper rental payment shall bs made within 30 dzys after rm(pt by ee of wrm:n notice of mo error mm Lassor mompanl by any
documcmnnd omnwldmu necassary:to. gnabia Lessee 10.make propgr payment... .. . ., " B

3 aiid ofhiet gubstancas firoduced and eaved heréunder shall be paid by (8sses to Lessor 25 Tollows: (a) For olt and other liqu!d hyumwbm
i 3 | b one-siphth.of such production, io.be delivered at Lessea's option.in Lessor at the-weilhead or to Lessor's credit at the Lassee's.oll

pYrtation 88, ‘provided "havé the continuing right to purchass such production at the-welihead markst price then prevaling In the same or nearest fisld for producﬂon
of similar qnde and , (b) For (g:a (Indudlna casinghsad gas) m all other substances eovmd hmby. royalty be one-aighth of the procseds realized by Lesses from the sals
thereof, incutred by Lesses In delivering, wmnfmm&af mueh ot or mtm substance merchantable, provided that Lesses
shaif have ma n\llng“ mwwmuwm prod 5t the rmmno ‘weithead mai pﬂu d 1or producuon of similar quality In the sama o nearest fisid pursuant to comparabis
purchase contracts entsred into on the same or naarest preceding dats as the date on which Lesses commences d«ﬁg mmmdcr and (c} If a weil on the leasehoid premisas of lands
pooled therewith Is capable %mdudng [ ﬁln?oudl'l‘n‘q uslnqhud gas) but such well Is.aither shut-in o¢ production therafrom Is not being sold or purchased by Lesses or

“proguction therefrom ars not and If thig lease is not otherwisé malnnlnad In aﬁm such weil shall ncvamms be cons!dmd a8 though it wers prodmnq o1 in
pzytnq quamniu for the ng this lem whother during or sfter Mprlmary term, i Lesses pays shut-in royalty of Ons Dollar per acrs then covered by this laass, such

madn to r or to Lessor's credit In the oposltory bank designated above, on or befors the next ensuing anniversary dats of this lem or within 90 days after such
ann rwy and thereafter on or befors each anniversary date hereof whila the well is shut-In or production thersfrom Is nat being said o purchased by Lesses or royalties on production
therefrom are’ nbtoﬁnmm being paid-to-Lessor..For the purpose-of calculating shut-in royatties, the number. of lesss acres described In Paragraph 1 shall be deemed correct, whether actually
more of less,

5. 0 . It Lesses drilis 2 well incapabile of producing pa((n g quantit crelnafter aned “d hole the leased premises or lands pooled therewith, or if production in pzylnq
q aﬂ:on:nmmﬂymftommym pl ammmslsasalsn:{‘g nedh’) it shall nevertheless remain in force if Lesses com mmﬂﬂm of
reworking an existing well or for driling an ddlﬂoml well on the leased premises or hnds poo od tharewith wnhl 90 days after completion ofmmﬂom on such dry hole or within 90 days
after such cessation of- production,-or; should the- iease be-within !ho ﬂmary torm, - Lessee p:‘yl rental on or before the next rental mw next mulna after the expiration of
sald 90-day period; that should completion of operations on the dry hole or cessation of production accur less than 90 days bafore the last gym date, no rental payments or
further opsrations be required to maintsin this (sase for the nd«ofmpdmarytarm llnmnndofmpmmymornwﬂmmm rﬂ\hhmhmtommdubolng
maintained- In force, 1t-shall nevertheless remain in foree as long as lesses, without an Interruption of mors than 90 consecutive engages in-drilling, reworking-or afy-other cperations
reasonably calcutated to obtain or restore production on the ieased premises or lands pooled therewith, and, if such operations resutt nthe production of on or gas or other substancas covared
hersby, 8 long thereafter as thers s production in paying quantities.
6. Pooling. Lesses shall have the but not the obligation to pool alt or pan ol the leased premises or Immst mmln with ottm lands or interests, as to any of tn ¢ ths of zones, and
as to oil o't a8 or both, sither bcfg?omof after the commencement of production, whenever Lassas desms it or prolgr o dosoin onm ] pmdanﬂyu;yavdop orw operate the Jeased
pramises, stheror not similar pooling suthority exists with respact 1o such-other lands or intarests. The unitformed by such pooling for am oif well shail not exceed 40 acres plus'a maximum
acmga tolerance of 10%, and for a qu wall not exceed 640 a lus a maximum acmqo tolerance of 10%, cxcapt that larger units be formed for ou walls or qu wells {0 conform
to any well spacing damlty m:&?c prescribed or perm ny governmenta! authority havi urisdiction. To exerciss fts mmmm hersunder, Lssses shall file of record a
written odmﬂowuuwbl 'unlt and cﬁac‘tm dats of pool!ng uction, dnﬂlng of: reworking: rations: Ny anywhars.on which includes all or any pm of the leassd
premises shall be treated as H R were pmduc'dan. d gg or rvworldng operations on ths leased prem| that the production on whlch Lessor's royalty is calculated shall be that
pmporﬂonotltutnhlunnmducﬂon ch the net acreage covered by!hhlemandlnclu od (n the unit bears to the total gross acreags in the unit. Pooling In one ot
mors Instances ‘ehalt not exhaust Lasses's: pooum fights Mnmden and Lessse-shall have: the recurring right but:not. the obligation to revise any unit tormed hereunder by expansion or
contractibrvot bath? sithar:befors-of aftsr-commencemant.of: production,-in: order.to: conform to the.well apacing omlcm prescribed or the goverrimantal authorfty having
Jurisdiction, or to conform o productive acreage determination made by such governmental authority. In maki H rMsbon. Lesses shan file of mcom & written deciaration describin
the-ravised unit and stating the %-cﬂw dM m&lonﬂngo mr.wm axtent mglmw? ,mty ln m»s lwum excluded mmny virtue of such mluon. the prnponion of un
i be ng
mt M&mﬂw w% mmﬁmmmmny: unitand mmmmmpummon ‘ngngm muimnmvf m&mm u&?{

0: SO dperation ot overnmental mmm)z hmnnljnmdlwmx mmm nfmnm
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10. Anclila hts. in for, developing, producing and marketing oil, gas and other substances coversd hersby on the ieasea premises WHERY Wi v ey
o s it o1 o5 200 oreSe Ao Wi 10 TORL 1o COnGUEE BUC pomilons O Rased praests o oa ot 1o

primary and/or nwm shall may

ch ses, including but not Emited to operations, the drilling of wells, and ths construction and use of roads, canals, pipelines, tanks, water wells, disposal wells, injection
V’v".m."é’f:i‘,’ electric wm&lmu lines, powgr”mln?lmd other facilities to r, produce, stors, treat and/or tnn%g:rt producﬂon.pLssm may usa in-such , free of cost, any
?u. gas, water and/or other substances produced on tth: mn pm& ma&t) mm'mofLmor‘s mvaom or ponds, l#% of and ;m m;‘hd Mm .&' th:‘ onwﬂg
eased nnummmmmu? reloass or other term . When requested by Lassor \ U pefines below . No
shallbeploatodlmmzoom myhoworbamnowonmolusodpnnumwlmoutussor’seonser%mdusms 1ordmo|z|uudbyltxopmﬂomtobundl

$ and
other Improvements now on the leased premises, and to timber and growing crops thereon. Lesses shall have the right at any time to remove its fixtures, equipment and materials, lr:gudlng
well usigg from the leased pramises dgﬂnq the term of this laass of within a reasonable time thersafier, o any o

11, Rogulation and Delay. Lessee's w:ﬁm under this lease, whether express or implied, shall be subject to all applicable laws, rules, regulations and orders of any govemmental
authority having jurisdiction, inciud ctions on the drilling and production of walls and the prics of oll, gas and other substances covered harsby. Whan drilling, rewarking, production or
other opsrations are preventsd, materially Im or delayed by such laws, rules, regulations or orders, or by inability to obtaln oqu}pmem. services, material, water, electricity, fuel, access or
eassments, or by firs, flood, war, rebellion, insurrection, riot, strike or labor disputes, or b{alnablmy to obtain a satisfactory market for production or fallure of purchasars or carriers to take or
transport such production, or by any other cause not reasonably within Lesses's control, this lease shail not terminate becsuss of such prevention or delay, nor shalf Lessee be liable for braach
of any express of implled covenant, and, at Lessee's option, the period of such prevention or delay shall bs added to the tarm hareof.

12. Braach or Default, No [itigation shall be initiated by Lessor with mgect 1o any breach or default by Lessae hersunder, for a period of at least 80 days after Lessor has given Lessee written
mﬁcstul%d the breach or default, and then only If Lesses fails to remedy the breach or detault within such period. [n the event the matter is litigated and thers ls a final judicial
determi that a breach or default has occurred, this lease shall not be forfeited or cancelled in whole or in part unlsss Lesses is given a reasonable time after sald judicial detsrmination to
remedy the breach or default and Lesses falls to remedy said breach or default. This Paragraph 12 shall not apply o the matters covered In Paragraph 3 hereof.

13.  Warranty of Titls, Lessor hm:? warrants and agrees to defend Lessee’s titie hereunder, and agrees that Lasses at Lesses's orﬁon may &ay and discharge any taxes, mortgages or liens
existing, levied or assessad on or against the leased premises, If it exercises such option, Lessae be subrogated to tha rights of the party to whom payment is made and, in addition to its
other ﬁghu. may reimburse itseif out of any rentais, 83 or shut-in rﬂ{lms otharwise payable to Lessor hersunder, In the event Lesses is made awars of %dalm Inconsistent with
Lessop‘: m Lesses may suspend the payment of rentals, royaities and shut-in royaities hereunder until Lessee has been furnished satisfactory evidence that such claim has been resolved in
Lessor's favor.

IN WITNESS WHEREOF, this lease is exscutad to be effective as of the dats first writtan above, but upon execution shall ba binding on the signatory and the signatory’s helrs, devisees,
axacutors, administrators, successors and assigns, whether of not this lease has been sxscuted by all parties hereinabove named as Lessor.

WITNESSES AND/OR ATTESTATION: LESSOR (WHETHER ONE OR MORE)
FINA OIL & CHEMICAL COMPANY

By:

SS#:

ACKNOWLEDGEMENTS

For use In Rocky Mountain States (Arizona, Colorado, Idaho, Montana, New Mexico, North Dakota, South Dakota, Wyoming, Utah)

State of

B } . INDIVIDUAL
County of .

Before me, the undersigned Notary Public, personally appeared

known to me o be the person or persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes therein set forth.

Given under my hand and sea! of office on this day of L 19
My Commission Expires:
Y Rotary Publc
State of
} INDIVIDUAL
County of

Before me, the undersigned Notary Public, personaily appeared

known 1o me to be the parson or persans whose names are subscribed to the foregoing Instrument, and acknowledged to me that they executed the same for the purpose thersin set forth,
Given under my hand and seal of office on this day of , 19

My Commission Expirss:

Notary Public

State of ___L1€Xa8

CORPORATE
Dallas }

County ot

Before me, the undersigned Notary Public, personally appeared

kquwn to me to be the person whose name Is subscribed to the foregoing Instrument and known to me to be of

ina 0il & Chemical Company a corparation, and acknawledged to me that he or she executed the sams as the act of said corporation for the purposes
therein set forth,

Given under my hand and seal of office on this day of .19 95

My Commission Expires:

Notary Public ~

RECORDING INFORMATION

Stats of

County of }
This Instrument was filed for record on the day of 19 at o'clock, M., and
duly recorded in Book Page of the . records of this office.

By (Deputy)
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W. B. OSBORN
OIL AND GAS OPERATIONS

MAILING ADDRESS: SHIPPING ADDRESS:

P.0. BOX 8C 1280 N.E. LOOP 410, SUITE 800
SAN ANTONIO, TEXAS 78217-8199 October 26 ' 1995 BAN ANTONIO, TEXAS 78208-1538
OFFICE: (210) 826.-8654 FAX: {210) 826-7348
Ms. Leslyn M. Swierc

Meridian 0il Inc.

P.O. Box 51810

Midland, TX 79710-1810

RE: Your "New! Offer to lease
E/2 Section 30, T10S~R38E

Lea County, New Mexico
K.C. BATES #0093-NM-666

Dear Leslyn:

It is with surprise that I acknowledge receipt of your letter
dated October 25, 1995, received by fax today. Rather than contact

you directly at (915) 688-6928, I thought I'd fax back, since
you're faxing me.

Yes, SURPRISED, that at this late hour you'd make a counter-
offer after a month of sllence subsequent to ours (save & except a
written pooling notice). 8URPRISED, that the royalty offer has
increased, when only a month ago there was absolutely, matter-of-
factly, no way you could economically offer more than a 1/5th? Was
it the price?? No, it couldn't be. 0il is $1.37/bbl lower than a
month ago. It must be that you adjusted something in your
engineering model to make a lower NRI economical now. (Fancy that.)
And finally, SURPRISED, that you expect we'd jump through hoops to
give Meridian exactly what it wants, and moreover, rush to close
the deal just before the hearing.

NO, YOUR OFFER 18 UNACCEPTABLE! We have spent more time,
enerdy and money on what could have been a simple deal, to now
believe that the pooling process should proceed as you have
planned. And that's a shame, because had you approached these
negotiations with an open mind and the respect due any professional
in this industry, we would have closed an amicable deal long- ago.

Sincerely,

W.B, OSBORN O]L & GAS OPERATIONS

Rex Bourland
Land Manager

RB/xrrb

P.S, That goes for your subsequent counter, counter-offer of 11:00 a.m., too.

8EFORE THE
0OIL CONSERVATION DlVﬁON
Case No. 11417 Exhibit No.
Submitted By:
MERIDIAN OIL, INC.
Hearing Date: November 2, 1995



MERIDIAN OIL
October 25, 1995 (11:30 a.m.)

Mr. Rex Bourland

W. B. Osborn Oil & Gas Operations
P. O. Box 8C

San Antonio, Texas 78217

Re: East Echols Prospect
Offer to Lease

Section 30: E/2
Lea County, New Mexico

Dear Mr. Bourland:

Reference is made to your letter of September 22, 1995, wherein you stated that W. B. Osborn, Jr.,
Individually and as Trustee of the William B. Osborn, Jr. Trust (“Osbomn™) would support Meridian’s
activity concerning the drilling of the Aunt Lula “30” #1 in Section 30, T-10-S, R-38-E, Lea County,
New Mexico, however “you would be unable to do so under the terms” which Meridian proposed. You
provided a copy of an oil and gas lease dated July 1, 1995, but executed and acknowledged on September
22, 1995, which reserved unto Osborn a 1/4th royalty under the captioned land.

Realizing that this lease is currently in effect, Meridian would like to make the following proposal in lieu
of compulsory pooling:

e W. B. Osborn Oil and Gas Operations would release the oil and gas lease dated July 1, 1995 to W. B.
Osborn, Jr., Individually and as Trustee of the William B. Osborn, Jr. Trust.

¢ Meridian would pay to Osborn $200/net acre for a mutually-acceptable oil and gas lease covering all
the captioned acreage, providing for a one-year primary term and a 180-day continuous development
provision. '

¢ Osbom would reserve unto itself a 22.5% royalty interest

o Closing would occur on or before November 1, 1995.

Please consider our proposal and contact me directly at (915) 688-6928 to discuss further details. Your
prompt attention is greatly appreciated.

Very truly yours,

Senior Landman

LMS/cs
cc: Don Davis

Tom Kellahin
P.O. Box 51810, Midland. Texas 79710-1810, Teiephone 915-688-6800
3300 N. “A" St., Bidg. 6, 79705-5406
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MERIDIAN OIL INC.

P. 0. BOX 51810
MIDLAND, TEXAS 79710-1810
(915) 688-6800
FAX NO. (915) 688-6010

Date: /) - 26— ‘?3/
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MERIDIAN OIL

October 25, 1995

Mr. Rex Bourland

W. B. Osborn Oil & Gas Operations
P. O. Box 8C

San Antonio, Texas 78217

Re: East Echols Prospect
Offer to Lease
Section 30: E/2
Lea County, New Mexico

Dear Mr. Bourland:

Reference is made to your letter of September 22, 1995, wherein you stated that W. B. Osborn, Jr,,
Individually and as Trustee of the William B. Osborn, Jr. Trust (“Osbom™) would support Meridian’s
activity concerning the drilling of the Aunt Lula “30” #1 in Section 30, T-10-S, R-38-E, Lea County,
New Mexico, however “you would be unable to do so under the terms” which Meridian proposed. You

provided a copy of an oil and gas lease dated July 1, 1995, but executed and acknowledged on September
22, 1995, which reserved unto Osborn a 1/4th royalty under the captioned land.

Realizing that this lease is currently in effect, Meridian would like to make the following proposal in lieu
of compulsory pooling;:

e W.B. Osborn Oil and Gas Opérations would release the oil and gas lease dated July 1, 1995 to W. B.
Osborn, Jr., Individually and as Trustee of the William B. Osborn, Jr. Trust.

Meridian would pay to Osborn $200/net acre for a one-year oil and gas lease covering all the
captioned acreage

¢ Osborn would reserve unto itself a 22.5% royalty interest
e Closing would occur on or before November 1, 1995.

Please consider our proposal and contact me directly at (915) 688-6928 to discuss further details. Your
prompt attention is greatly appreciated.

Very truly yours,

Senior Landman

LMS/cs
cc: Don Davis
Tom Kellahin

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N “A” St. Blda 6 79705-54006



W. B. OSBORN
OIL AND GAS OPERATIONS

MAILING ADDRESS: SHIPPING ACDORESS:

£.0. BOX 8C 1250 N.E. LOOP 410, SUITE 600
SAN ANTONIO, TEXAS 78217-8199 September 2 2 , l 9 9 5 SAN ANTONIO, TEXAS 78209-1535
OFFICE: (210) 826-8654 FAX: (210) 826-7318

Ms. Leslyn M. Swierc
Meridian oil

P.O. Box 51810
Midland, TX 79710-1810

RE: Your Well Proposal
E/2 Sec. 30, T10S-R38W
Lea County, New Mexico
K.C. Bates #0093-NM~666

Dear Leslyn:

In response to your letter of September 11, 1995, please be advised
that, while W.B. Osborn 0il & Gas Operations (WB0O) appreciates very much
the opportunity to consider participating in your Aunt Lula 30 #1, we must
decline at this time in that this test is not compatible with our 1995
exploration program or budget.

Referencing your request for a "farmin" in lieu of joining, we do want
to support your activity, however, will be unable to do so under the terms
you propose. Enclosed herewith you'll find a copy of an 0il And Gas Lease
under which the mineral interest of Mr. Osborn is subject, and will note
that it provides for a one-quarter (1/4) royalty, making it impossible for
WBO to deliver an 80% NRI.

As an alternative, WBO proposes a farmout of the leasehold interest
covering the proration unit to be dedicated to the 9900' test providing
for, among others, the following basic terms: A $100 per net acre
consideration, 90 days to spud and production-to-earn a 75% NRI leasehold
interest limited in depth to 100' below the deepest producing perforations.

If these terms are acceptable, please advise, and we will prepare a
formal agreement for your execution. Your failure to accept, in writing,
within 10 days of your receipt of this letter, will render this offer null
and void. Should you have any questions regarding this matter, don't
hesitate to call.

Very Truly Yours,

W.B. OSBORN OIL & GAS OPERATIONS

Rex Bourland
Land Manager

RB/rrb
Enclosure
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OIL AND GAS LEASE

This Agreement, made and entered into this 1st duy of July 19 95 which shall be the effpctive dute of this & 1 i
' A I - < < re dute e all
purposes, by and between W.B. Osborn, J¥., IndividGally and as Tristee of tﬁe ﬁilllém“Bis%EB%;nfdJr. Trust

hereinafier called *1 essor”, whose mailing addressis_1250 N.E. Loop 410, Suité 600, San Anfonis, TX 78209=1535 7

apf‘ W.B. OSlBO§SgOil & Gas Opera.tlons , hereinafier called "] essec”, whose mailing address is __‘E' O_ ;:357’,3@ “san Anton,.i_(.)ﬁ

WITNESSETIL
I

. ; U ! - AML MY Yin hand paid, snd other good and vsliable considerations,
of the royaltics herein provided, and of the other agreements of 1essee hercin contained, does herehy GRANT, LEASE and 1.ET, subject Lo the terms and conditions

hereinafier st fuith, exclusively unto Lessee and [Lessee's successors und assigns, for the sole and only pumose of investigating , explosing, prospecting, dilling, and operating
fur and producing oil and gus, associated liguid and gaseous hydrocarbons, and other minerals contemporancously produced with said oil and gas, including, bul nut limited
to, sulphur; laying pipelines and building tanks, communication lincs und other structures thereon and maintaining such works, to produce, suve, tuhe care of] treat, store,
transpoit and own such products obtained hereunder; and, for constructing roads und bridges necessary for operations hersunder, the following described land in

Lea __ County, New Mexico , and is described as follows, to-wit:

Nl //
E/2 Section 30, T10S-R38E

I

| essor expressly reserves the full enjoyment and use of the propaity covered hereby and all rights with respect 1o the surfuce and subsurfuce thereof for any and all
puposes excepl thuse granted and to the extent granted 1o Lessee hereby. Without limiting the foregoing, essor expressly reserves the right to explore for by any micthod, (o
drill, uperate, produce, reat, store and transport any and all oil and gas and ussociated liquid and gascous hiydrocarbons as to depths not teased or subsequently forfeited
heteunder; to explore and prospect for by any method, to develop and mine, process, mill, treat, ramove, handle and trausport all minerals, ores, mctals and substances of
every natnre and character from the land covered hereby other than substances feased hercunder; 10 hunt, tap, farm, graze, reclaim, improve und othienwvise use any and il
portions of the Leuase Premises; Lo construct canals, coads, ditches, ponds, levees, dums, feaces, buibding, tanks, pipelines, power stulions, conunanication lines and other
facilitics, structures and improvements; 1o receive, store and transport Lessor's royalty production hercunder; 1o gauge or 1o witness the gauging of all production stiributable
1 the Lease Premises; and, Lo use any canal or road constructed by Lesses hercunder. Al of the rights retained by Lessor and the rights granted to Lessee herein shall be
exarcised in such manner that neither shall unduly interfere with the operalions of the other upon the Fease Premtises.

1l

Subject 4o the olher provisions hereof] this lease shall be for a tenn of SiX_Lé_)_EQQEHin {rom the date hereof (hercinafter called "printary tenn”), and us

fong thereaficr as vil, gas, or assoviated liquid or gascous hydrocuibons is produced hercunder in paying quantities or any vperation is condudted, payment is made, o
condition exists whicl continues this lease in force, according to iis terms.

v

A 16, at the expiration of the pritnary tenn oil, gas or assoctated liguid or gaseous biydracarbons is not being produced horeunder, but on or befure that
date (or on or betvic he end of siaty (60) days following cessation of production or abandomment of a well, if'a well be abandoned or production should cease within sixty
(60) days priof to the expiration of the primary tenu) Lassee conunences actuad dritling or actual reworking operations on the Lease Premises in an eflint to make the
premises produce any such beased substances, or production is conunenced or resunnied during such sixty (60) day period, then this Jease shall continue in furce so long as sudh
operutions are being conducted in good faith without lapse of niore than sixty (60) consecutive duys between cessation af operations und their re-conmmcncament whetlier un
the same well or on different wells successively or so long as the production so comnienced or resumed is abtained i paying quantities. 1, at any line or ties afler the
cxapiration of the prismary tems, production hercunder should for any reason cease or tenminate, Lessee shall have the right at any time within sixty (60) days fiow cesaation off
production to resume production or actual drilling or actual reworking operations in an ¢Nort 1o make the 1 Lase Premises again produce any of such leased substances, in
which event this lease shall semain in force so long as such operations are continued as abuve provided. I as a result of any such opecations,oil, gas or associated liguid oc
gascous hydrocarbons be found and produced or the production of any of them be restored, this lease shall continue in foree so long as any of them is produced hereunder in
paying quantitics or Uis lease is otherwise being maintaiined s herain provided.

3. Whenever in this leuse it is provided that Lessee shall begin the drilling of o well, itis the fntent of the padties that a detrick and the necessary operating
machinery, capable of drilling such a well to the applicable depth, be fully sct up and equipped and actuad downhole operations be conuneuced within the time speciticd. As
used herein "reworking” of “reworked” shall mean perforating, cleaning out, acidizing, reconditioning, fracturing, attempted recompletion in or plugging Lack to a separate
interval of an existing well, or any other good fuith operations for the purpose of restoring or increasing production which does not involve the diilling of additional hole,
Actual drilling operations shail be deemed to tenninate on the last day actual operations are conducted in a diligent and good faith manner for the purpose of attempting to
liscover leased substances or to complete a well as a producer, including the installation of cquipment, to and including, but not beyond, the welllicad connections, in such a
well being dritled or deepened. Reworking operations shall be deemed to terminate on the last day such operations are conducted in a diligent and good faith manner for e
surpose of establishing, increasing or restoring production.

v

The obligations set forth in this Anticle arc applicable only with respect to wells dritied on property which is not part of gither the Lease Premises or a pouled unit
outaining all of any portion of the Lease Premises, which property is hereinafler described in this Article us "adjoining property™. Lessee agrees to deill any and all wells
wecessary 1o protect the Lease Premises from drainage of oil, gas or ussociated liguid or gaseous hydrocarbons by a well or wells on adjoining property or to tuke any othe
leps reasonable necessary 1o protect the Lease Premises against such drainage. IfLessee is the Operator of or has & working interest in any well on adjoining propenty,
«cssee shall be obligated to begin actual drifling operations for a well on the Leass Premises of o take such other steps a3 may be reasonably necossary o protect e Lease
remises within sixty (60) days from the time Lessec knows or reasonably should know that drainage is occurring. T all other cases Lessee shall be obligated to begin such
perations or luke such other steps only within sixty (60) days afier receipt of writien notice from Lessor.

Vi

Unless Lessor clects 1o take in kind all or any part of the portion due Lessor as royalty on feased substances provided and savad hervunder, shich option is
<pressly reserved by Lessor and which option is excrcisable by written notice to Lessee at any time and from time to time while this lease is in cllect and cither prior 10 of
Ner acceptance by Lessor of rayallics on prior production, it being understood that nothing contained hercin shafl be interpreted as limiting or waiving said option, Luasce
1l pay or deliver to Lessor the following:

(a) As a royalty on oil and all hydrocasbons produced and suved in a liguid form ul the mouth of the well, including, without limitation, condensate,
tillate and other liquid hydrocasbons rentoved front ol or gas nun through a separator o ollier cquipment as hereinaller provided, g_ng_fggggggg_(l/j )
it of the gross production of the market value thercof, at the option of the Lessor, such value to be detenmined by 1) the highest posted price, plus prewitun, if auy, oflered
- paid for oil, condensate, distillate or other liquid hiydrocarbous, respectively, of a like grade and quality and quantity in the gencral arca where produced and when run, or
 the highest market price thereof offered or paid in the general arca where produced mnd when run, or 3) the gross proceeds of the sale thacof, whichever is greater. Lessee
yees that before any gas produced from the 1case Premiscs is sold, used or processed in a plant, it will be run frec ol cost 1a Lussor through an udequate vil and gas
parator of conventional type or other ciuipnient ot feast as sfliciunt to the end that ail liguid hydrocarbons recoveruble fron the gas by such means will bie recovered. Upon



wrillen consent of Lessor, the requirement that sucks gas be run through such a separator or other cquipment may be waived upon such terms and conditions as prescribed by
Lessor.

(b) As a royalty on any gas and all hydrocarbons and gascous substances not included in subparagraph (@) above produced and saved trom the Lease
Prowmises (except us provided hercin with respect to gas processed in u plant for the extraction of gasoline, liquid hydiocarbous or othes products), CT€ ”qua_rFﬁrz %/4 )

part of the gross production or the market value thercot, st the option of the Lessor, such value to be based on the highest matket price paid or oftered for gas of ke kind and
quality and quantity in the general area whers and when produced, or the gross price paid or offcred 1o the producer, whichever is the greater;

(<) As a royalty on lnx as, including casingheud gas, processed in a gasoline plast or other plant for the recovery of gasoline or ollier liquid
hydrocarbons,One~quarter (1/ f pant of the residue gas and the liquid hydrocarbons extracted or, at the aption of the §essor, the value thereof us hereinufier
determined. The value of such products (or Lessees share thercof) shall be the price or prices received by Lessee if sold under a contract or contracts prudently negotialed
under the facts and circumstances existing at the time of execution with an independent party or partics. I'such products are suld otler than to an independent party under a
prudently negotiated contract, the value of the products shall be their fuit market value at the plant al the time sold. The value of any such products (or Lessec’s shate thereud)
nol sold under contract but taken by Lessce for its own use shull be the fair market value at the plant for such products, or if no products are being sold al the plant, the
average of the market values for like products of the same grade and quality and quantity in the general area when processed. When the cust of processing is not mel by
retention by the processor of a share of the products or in any other cuse in which Lessee is to dedhuct from the vahie of such products the cost of processing, the charges shull
be detenined as follows: (i) if the gas is processed by an independent panty or partics under a contract pradently negatiated under the Facts and circumstances existing at the
time of exceution, the charges deducted shall be those provided in such contract' and, (i) in all other cases, including processing by those other than an independent party o
paitics and those in which Lessee itself or in conjunction with othiers owas the plan, the charges shall be detennined by contract between Fessee and Lessor; provided,
however, in the absence of such a contract, the charges to be deducied shall include only the propottionate past ol (1) the direct cost of operating and maintaining the plant,
computed annually, including cost of labor and on-site supervision, materials, supplics and vrdinary repais; (2) plant fuel and shrinkage; (3) depreciation of the plant
computed over Whe life or lives of the ficld or ficlds scrved by the plant, or by such other method as is agreed upon by Lessor and Lessee; and (4) ad valorem taxes. Inall of
the cases provided for in this subparagraph (c), [.essor shall be eatitled to the soyalty for gas provided in subparagraph (b) ol this Atticle based on the valug of [ esses's share
af the residue gas sald or otherwise disposed of afler processing,

(d) As a royalty on sulphur or uny other products produced or s laciured froms gas (eacepting liguid hydiocatbons) shicther said gas be "casinghead”,
“dry" or any other gas, by fractionating, buming or any other processing, One—quarter (1/4) part of the gross production of such products, ur the market vatue
thereof, at the option of Lassor, such value to be based on the highest market price paid or offered for cach product in the general arca where produced and during the sane
month in which produced. ) :

(¢) As royalty on any substances not inchuded in subparugraph (a), (b), (€) or (d) above produced and saved from the ease Praises,
one-quarter (1/4ann of the gross production of such substances or the market value thereol, ut the optivn of 1essor, such value 1o be based on the highest maikel
price paid or offered for cach such substance in the general arca where produced and during the same month in which prodieed.

0 Lessee agrees that all royaltics paid to Lessor heveunder in value, not Kind, shall be without deduction for the cost of producing, gathaiag, storing,
separating, treating, dehydrating, compressing, processing, and atheowise making the ail, gas and ather products praduced hereunder ready or sale of use aud trapotting
production on the lease or to a commingled facility in the ficld.

8 1f Lessor requires that payment of any royahiics accruing 1o it hercunder be made in Kind, all such royalty production tuken in kind shall be withont
deduction for the cost of (1) producing, gathering, or transporting production on the lease or 10 u commingled fieility in the ficld; (2) handling, treating, scpuratiog,
dehydrating of processing production by ordinary lease cquipment to make it marketable; or (3) storage on the lease or in the ficld if the holder of the Jease erects storage
tanks for its own production hereunder; but, any royally production so tuken in Kind shall bear and pay it own costs of processing through a plant, transpottation ontside the
lease or, il applicable, beyond any commingled ficld fucilily outside the Jease, compression for insertion into a pipeling, storage lanks at the well if Lessce does not erect tanks
on the leuse of in the fictd for its own production hereunder, and othenwise making the oil, gas and othier products produced bereumder ready for sale or use

(h) On or befure the 25th day of cach month, Lessee shall mail or deliver 1o Lessor an itemized statements showing tic ttal prodiction of cacly leased
substance included in subparagraphs (a), (d) and (¢) above during the preceding calendar month, the royalties payable thercon, the data used 1o compute such royaltics, ami an
explanation of the manner in which such royaltics were detenmined and computed. At the sume thime, Lessce shall remit 1o Lessor the royahtics due hercinder on such
production diing such preceding munth to the extent that Fessor has not clecied 1o tahe such production in kind

(1) On or betore the 25th day of cach month, Lessee shall mail or deliver to Lessor an itemized statement showing the tatal production of cach heascd
substance included in subparagraphs (b) and (¢) above during the sccond preceding calendar montli, the royalties payable thereon, the data used o conpate such royalties,
and an explanation of the imanncr in which such royalties were determined and compuated. At the same tinte, Lessee shiall remit 1o Lessor the royalties due hereunder onsuch
praduction during such second preceding month 1o the extent that Lessor has not elected to take such production in kind.

Vil

A Lesses ugrees that it will atall tines indenwify and save and keep Lessor haranless fron and against any and all losses, actions, datnages, claims,
expenses, and injurics 10 o deaths of persons that may be asserted against Lessor for of on account of any operations of adtivity conducted by Lessee, its agents, servants,
contravialy of invitees, or for the benefit of Lessce on the [ease Premises.

1. Vessee shall propedy plug att wells diilled on the Lease Premiises in complinnee with the statules, tiltes, regulabions, requitcinents and vrders of any
govenunental ugency having jurisdiction thereol and does hereby indemnify, defend and hold Lessor harless against any expense, clain or cause of action brought against
T essor arising from Lessee's fuilure to properly plug any well diitled hereunder,

C. Following the completion of cach operation hereunder, Lessee shiall promptly remove all diitting mud and il and level all pits and excavations and
testore e surlisce of the lund as nearly as possible 10 ils forner condition.

D. When required by Lessor, Lessee will bury all pipelines below the bottoms of existing ditchics, bayous, canals and other waler boltoms and to a
sutlicient depth, or othierwise alter or modify same, so as not lo interfure with existing cullivation, trapping, hunting or grazing opetutions on the lsnd covered hereby or
enivting steuctures, fucilities or improvements thercon.

L No well shall be drilled nearer than two hundred (200) feet Lo any stiuctuee sow on the tand covered hereby. Tothe event of production hereuader,
Vessee shall isolate all fucititics relating o0 said production from activitics of any and all surface ownets o sinfiace tenants ol the land covered by

¥ Lessee shall notify Lessor five (5) or more days before Lessee shall feil or remove any standing biees or destroy any fubled tices or biush piles or
natural debris on of from the land covered hereby specilying the date, time and place of suchi felling or destruction

G. When required by Lessor, Lessee shall constroct and install such steel "cattle guards™ on roads and bridges constiucted by 1essee and shall fenee sup
hales o other openings as may be necessary to safeguard any livestock or wild gane on the land covered hereby. Lessee binds itself that due consideration will be given by
Leasee o bog holes, the gscape of noxious vapors and substances, und other hazards that might conceivable canse the death or disability of any livestock, wild game o1
asuatic witdlife on the land covered hereby.

i Lessee shall pay the surface owner or surface tenant of the tand covered herchy, us appropeiate, for damiages (o tiniber, crops, pastuee, roads, livestock,
water supply, buitding, machinery or other tangible items of any nature cause in whole o i pait by Tessee's operations. Lessee abso shall secune from any and all suiluce
owners and surfuce tlenants of the land covered hereby a satisfactory release from damages and promptly firnish a copy to Lessor.

I Lessee agrees to develop the Lease Preniises as a prudent operator would under the sume or similur circumstances.

J. Lesseo shall take such cores and sidewall sumples at such intervals as are indicated by good oil fichd praciives or as specilicd by Lessor, and shall
maintain same in good condition for examination by representutives of Lessor. All showings of il or gus which, i Lessor's opinion, justily festing shall be tested i & manner

and 1o an extent consistent with good operating practice 1o determine the producing possibilitics thereol lo the satisfuction of Lessor.

K. Lessce shall have the right 1o free use of all water on the Lease Premisas to which Lessor may have title for all operations hiereunder.



l. Lessee shall have the right atany time untit six (6) wonths afler the expivation af this lease to femwve all propesty and fixtnes of bessee onthe |ease
[ITITENEN

Vit

ln the event that any well on the Lease Premises is capable of producing gas or gaseaus substances in paying quantitics, but Lessee is unable t produce such gas
{or, it previously produced, [essee is unable to countinne ta produce (he same) beciuse of a lack of 4 seasonable marhet of of marheting facilities or because of guvernmental
sesictions, then Lessee's rights may be maintained in the abscnce of actual gas production fiom such a well by the payment 1o 1essor of shut-in pus well payments al the rale
of Five Hundied ($500.00) Dotturs per cach such well per year, the first payment o be due witin ninety (90 days aller the shut-in of such a well, of e cessation of
production, and shall extend Lessce's rights for one year from the date of shut-in or cessation of production; and it shall be considercd that gas has been proditeed in paying
quantities from said well from the date of the shut-in gas well paynicnt and during such period covered by said payinent. Thereafler, Lessed's rights may be continued livm
year to year by making ycarly payments in the amount stated above on or before the snniversary of the date the well was shut-in provided, however, Lessec's right 1o
waintain this lease solely by virtue of the shut-in gas well payment provided for hereis is herehy limited 1o u period of no longer than (2) vonsecutive years (or for lesser
periods which aggregate two (2) years in all) after the end of the primary tenu of this fease. Such payient shall not atleet the obligation of Lessce 1o reasonabie develop the
Lease Premisey o 1o prevent the drainage thereof or 1o use reasunable ¢foits to find a market for said gas or to procure from the appropriate govermnental agencies the
necessary pennits and authority to produce and sell the gas from cach such well and to commenee or resime the niketing of same when @ market is avaifable,

IX

‘The perfonmance of any of the obligations of 1essce herennder shall, notwithstanding anything contained in this fease 10 the contrary, be suspended while and so
tong as the Lessee is prevented from complying with such obligations in part or in whole by stiikes, lockouts, acts of God, action of the elemients, accidents, laws, rules and
regulutions of any federal, state, county, municipal, or other govermnental agency, zoning or Lind use ordinances of any govemmental agency, acls of requests of any
govermmental officer or agent purporting 1o act under authority, delays in transportation, inability to obtuin necessary materials in the open market, inadequate facilitics fur
the transportution of materials or for the disposition of production, or other waters beyond the reasonable controb ol the §assee whether similar o the watlers bercin
specifically enunerated or not.

N

This lease is granted and aceepted without uny warranlies, express or implicd, of titke or metchantibility or fitness for any patticular purpose o othensise, and
wilhoul uny recourse uguinat Lessor whatsoever, it being expressly ngreed that Lessor shall nol be required to returm any vonsideration paid herefor or its value at any
payients received hercunder or be othenwise responsible to Lessee theretor, provided, however, it is sgreed that il Fessor Das leased an interest hercunden in any tact of L
covered by this lease less than the entire mineral estate, thew the royaltics to be paid Lessor applicable o such s tract shall be reduced proportionately. esses will not lease
from any person clainiing udversely to Lessor without Lessor's prior swritten consent, nor undertakes tithe curative work without fiyst consulting 1essor. ‘Title curative woik
shalf be such as 1o iunre to the benefit of Lessor's titke and Lessee shall prompity furnishi 1o Lessar copies of add titke opinions, papers, matcials, mid curative work secured Ly
Fessee.

N1

Lassee may at any lime or tines pool and consolidate this kease, n whole ar in part, or as to any stratuny oF strsta, with addjacent lands wnd tesses, so as to
constitute @ unit of units not substantially exceeding the size required for the most efficient and cconomical Jucation and spacing of wells in the fichd or posl, or the size (if
any) upproved by State or Federal autheritics, by delivering to Lessor an instrument so dectaring. Diilling or reworking operations upon, ot production fiom any part of any
such unit shall be treated, for all purposes hereunder, as such operations upon ur such production from this lease. Upon production fram any part of any such unit, Lessor
shall b eatitled to royaltics calculated as follows: there shall be atlocated to the postion of this Jease incheded in such unit a fractional part of such production, in the ratio that
the pumber of acres of this lease inchuded in such unit bears to the total pumber of acres of all lands and leases included in such unit, and Lassor shall be entitled to the
royaltics in this lease provided, ou such fractional part ol such production, and na wore. Pravided, thist i State or Federal suthotitics shall prescribe a different mothod of
allovation, the method su prescribed shall prevail. “This provision is not upplicable w ficld wide unitization, which is expressly probibited without wiitten consent of | osor.

X

Lussor shall at its sule cost, cisk, and expense have unvestiicted aeceas o the Lease Prenises and any units in which they may be incladed fur the purpose of
witnesaing all operations thereon und of measuring and gauging, or withessing the nacasuring and gauging, of the production obtiined therction. Fassee shall fumish to
§essur af the offives and uddiesses set forth, free of cost to Lessor and currently us availuble, the following information and duta as 1o all wells diitled o the ands covered
herehy o on any units in which they may be included, to-wit; To Lessor, B0, Box 8C, Sun Antonio, Teaas 78217, Al K. Roberts, Phone: 210/826-86350 Fax: 210/826-
i

(u) Daily Diilting Report (fased) |
() Cure Description and Analysis l
() Forms 1o Govesnent Agencics !
() Flevtiical, Sunic, Radivactive, and other

Wl Survey Logs i
(v) Survey Plai of 1.ocation 1
0] Mud Logger, if used |
(L) Diillang Fime Record or Geolograph 1

Nt

1571 vases ehects to abandon any well focated on the Lease Premises, Lessce shall so nutity Pessor and § essor, if it so desires, shall have the 1ight 1o take over the
opetation ol suck well for puiposes of oil and gas operations as 1o deptis or substances not leased hereaider or for uny other purpose that does not contlict witli the rights
granted T ossee hereunder; but, in order 1o exercise said right, Lessor must notify Fessee of its intention 1o tluke over the operation of such well within tweaty-lour (24) hours
(Saturday, Sunday and fegal holidays excepted) afler (i) receipt of notive from Lessee of its intention 1o abandon and (ii) the receipt of a ficld print ot all electric, sonic,
rudivactive and other suevey logs nuy i the well, whichever is the later time. 10 Lessor excreises such right of take over, Lessor may also take over any salvable materials o
couipient at the well site and in the well and eeimburse essee for the reasonable value of the salvable materials oc cquipment taken over, bess the estiniated cost of salvagiug
essor shall assume all Habilitics in comection with the operation of any such well ocemring after Lessor takes over such operation, mcluding the ubligation to abandon the
well and restore e surlaee.

Xiv

Lessee may, ut auy lime, execute und deliver 1o Lessor a release or releases of any portion ot portivns of the Leuse Pramises and be relicved of all obligations
thesealler accruing under this lease as to the portion ur postions so released. All pantial releases, however, shall be made so that, usolin as passibile, the propenty not veleased
shatl be a compact body in one single block, as nearly contiguous as the Lease Premises will penit, snd shall not be divided fito any pattan which would prevent the orduly
developiment thereof, Alb releases shiall be made free of encumbrances created by or inder Fessee.

XV

At the expirstion of the primary tenm hereof, Lessee, its successors and assigns, shall be entitled to retuin only those producing protation s, a procativa uuit
betng defind as the umount of acreage allocuted to a well by the governmuental anthority having jurisdiction in order that said well can produce a {ull allowable, upon which «
well hus been completed and is then producing oil and/or gas in commurcial quantitics. Al other acreage cuvered by this Jease and rights below 100" below the decpest depth
drilled i ¢ach retained proration unit shall be forfited and ull rights thercio shall revert 1o Lessor. It being understood, however, that Fessce may inahilain its 1ights to the
entire leased acreage after (e end of the primary tern whether or not Lessee obtaing or Bas obtained the production of ol andfor gas in paying quantitics only by conducting
continuous drilling operations on the leased premises. Continuous drilling operations is hereby delined as drilling operitions with not more thun 180 days between the
comipletion or sbandomment of a well on the leased premises and the connencement of operations (or the drilling of another well on the leased premises. 16 Lessee has



Ulllllplclcd awell onthe leased prcmiscs, whether us u dry bole or & commercial producer, within 180 days prior to the eod of the primary teim §essce shall have 180 days
afler the date of such completion within which to commence additivnal uperations in order 1o maintain its rights. I Fessee has ot complated a sell on the leased pramises,
whetlier as u dry hole or a producer, within 180 days prior (0 the end of the primary tenm, then Lassee, in order (0 miaintain its rights, must conunence operations for the
diilling of @ well on the leased premises on or before the end of the primary term. Atthe expisition of the primary term o afler cessation of contimous drifling vpeiatisns,
whichever is the Juter event, Lessce agrees to immediately place of record and dediver 10 Lessor a recorded Relase of Ol and Gas 1euse covering all acreage not dedicated 1o
a producing proration unil, as defined above, and all rights below 100" below the decpest depth drifted during the tenm hereof in cach retained protation anit. For the praposes
of this provision, "the leased premises” shall be deemed (0 mean the Leased premmises or “lands poolad therswith® as provided for in provision N hereuf,

AVl
This lease is expressly made subject to uny and all casemants, servitudd's, sutfuce leases, rights-of-way and other contracts of Lessor allecting 1he sunface of said
land, and if any instrument creating such an casement, servitude, suiface lease, right-of-way or viher contract of Lessor affecting the surface of said land contains surface
restrictions in excess of or in addition 10 the restrictions on 1essed's operativns contained in Article VI heteal] | easee agrees to comply with such excessive or additionat
restrictions.
Xvi

It is not the intention of the parties to create, nor shall this agreement be construed as creating, a mining or other pattngiship or ussociation, ur o render ther Hable
88 partuers.

XVl
The provisions of this lease shall extend to and hind the suceessors und assigns of the partics bereto and shatl constitute covenants running with the land herehy
leased; provided, however, Lessee shall not assign, sublease nor otherwise transfer this feuse or any futerest therein, except as 10 any transfer resulting fom a copurate
merger, consolidation of reorganization, without 1essor's prior writien consent, which consent shall not be arbitrarity withhicld; and no change or division of ownership ol the

Lease Premises or of the royalties hercin rescrved shall vperate to enlarge the obligations or diminish the rights of [.essce

IN WITNESS WHEREOF, this instrument is executed by Lessor and aceepted by §Lessee as of the date fist ubove written.

LESSOR:

Jr. Trust

LESSEL:
W.B. OSBORN OIL & GAS OPERATIONS

B e T

W.B. Osborn, III, Mdnaging Partner

ACKNOWLEDGMENTS

statgor__ TEXAS
cuUNTY(W,“§?§§R

BEFORL ME, the undersigned authority, u Notary Public in and for said Connly und State on this day personally appeared _

.W. B, OSBORN, JR., - XXX INDIVIDUALLY . S
known to me to be the person whose namie is subscribed to the foregoing instrunient, MM XX KREN IR 1O X1 N SOAK XK HIXSE0X 36 3 30 Mod eekof W e

_dor e purposes and consideration snd in the capacity therein expressed

22nd g,y September ., 95,

GIVEN UNDER MY HAND AND SEAL OF OFFICE this

OO

W D D OU QOO0

GAYLE A. MOFFETT
Notary Public, Stata of Taxas

Notgpe Bt i g
ﬁ:ﬁxar . County, ¢ ng

STATEOF

COUNTY Q7

BEFORE ML, the undersigned authiorily, a Notary Public in and for said County and State on this duy personally appeared |
W. B. OSBORN III for__W. B. OSBORN-OIL-&-G S-.OPERAPIONS — oo oo e
11

Known 10 mie to be the person whose name is subscribed 1o the foregoing instrument, whe ncknowlg‘gcd 1o mcﬁml e excouted the same as the act and deed of the said
MANAGING PARTN®MN:e purposcs and consideration and in the capacity thercin expressed

GIVEN UNDER MY MAND AND SEAL OF OFFICE his 220,y of September

1993

e A 27767;)3&%

ic in and for

_..County, e _

BAYLE A. MOFFETT
Publie, State of Tz
My Bolres Fab. 22, 1848
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MERIDIAN OIL

September 11, 1995

Mr. Rex Bourland

W. B. Osborn, Jr., Individually and
Trustee of the William B. Osborn, Jr. Trust
P.O.Box 8C

San Antonio, Texas 78217

Re:  Well Proposal - East Echols Prospect
Aunt Lula 30 #1
1980' FSL & 660' FEL Section 30
T-10-S, R-38-E
Lea County, New Mexico

Dear Mr. Bourland:

Meridian Oil Inc. (“Meridian”) hereby pr the drilling ¢f the Aunt Lula “30” #1
“Well”), a 9,900' Wolfcamp test located in thi ction 30, TAL0-S, R-38-E, Lea County, New
Mexico, to be spud in October, 1995. Our records indicate that W. B. Osborn, Jr., individually,
owns a 4/144th mineral interest and the William B. Osborn, Jr. Trust (collectively called
“Osborns”) owns a 3/144ths mineral interest in said acreage.

Enclosed for your review and execution is an AFE in the amount of $820,000 to drill, complete
and equip the Well. If you elect to participate in the drilling of the Well, please execute and
return the AFE to the undersigned by October 1, 1995. Upon Meridian’s receipt of said AFE,
Meridian and the Osborns will enter into a mutually-acceptable joint Operating Agreement using
AAPL form 610 (1982) Joint Operating Agreement which (a) designates Meridian Qil Inc. as
operator, (b) provides in Article VI.B.2. for recoupment of 100%/300%/300% of all well costs
through the wellhead in the event of operations by less than all parties, (¢) omits the provision for
the preferential right to purchase, and (d) provides in Article VIL.D.1. for a casingpoint election.
An Exhibit “C” (Accounting Procedure), Exhibit “D” (Insurance Requirements) and Exhibit “E”
(Gas Balancing Agreement) will also be forwarded for your review.

If, however, the Osborns should elect not to participate in the drilling of the Well, Meridian
respectfully requests a farmin of the Osborns’ interests in the E/2 Section 30, said farmin shall (i)
deliver to Meridian an 80% net revenue interest, (ii) require the Well to be spud on or before
November 1, 1995, and (iii) provide for a 180-day continuous develonment



Mr. Rex Bourland
September 11, 1995
Page 2

As this well is a wildcat in the Tatum Basin, it is essential that Meridian be delivered no less than
an 80% net revenue interest or the drilling of the Well becomes uneconomic. In the event
Meridian and the Osborns are unable to reach mutually-acceptable farmout terms to provide for
the drilling of the Well by October 1, 1995, please be advised that this proposal will be scheduled
for a compulsory pooling hearing to be held on November 2, 1995.

I will be happy to discuss any issues or questions you may have with respect to this proposal. As
time is of the essence, I will be available to prepare agreements, if necessary, to expedite this
process. You may reach me by phone at (915) 688-6928 or by fax at (915) 688-6010.
Thank you very much for your response.
Very truly yours,
MERIDIAN OIL INC.
S\J JOA_C_
Lestyn M. Swierc, CPL

Senior Landman

LMS/cs
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MERIDIAN OIL

Tuly 5, 1995

Mr. Wm. B. Osborne, Jr.
P. O. Box 17968
Houston, Texas 78286

Re:  East Echols Prospect

Section 30: E2
Lea County, New Mexico
containing 320 acres, more or less

Dear Mr. Osborne:

Meridian Oil Inc. is interested in acquiring an oil and gas lease covering the undivided 4/144ths
mineral interest owned by you in the captioned acreage. The mineral interest in the captioned
acreage stated herein is based upon an examination of the records of Lea County, New Mexico.
Meridian is offering to acquire this lease under the following terms:

Bonus: $40/net acre
Royalty: 1/6th
Primary Term: Five (5) years
Delay Rental: $1.00/acre

The offer detailed herein is subject to verification and delivery of clear title. If you are in
agreement with these terms, please execute the enclosed Oil and Gas Lease and draft, fill in your

Social Security number and depository bank on the lease and deposit the lease and draft with
your bank for collection.

Thank you in advance for your consideration of this request. If you have any questions or

comments regarding this proposal, please do not hesitate to call me at (915) 688-6928. I shall
look forward to your reply.

Very truly yours,
MERIDIAN OIL .

ADA
Leglyn M/ Bwierc, CPL

Sénior LaMdman

LMS/es
Encls.

PO Box 51810 Midland Texas 79710-18*0 Telephcne 915-688-800
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.+ Rocky Mountain {Regular

OIL AND GAS LEASE

Do emm
L DGR

misuasmnmu.m.aam:of;m 10th . day ol _July 1695 betwaen "M+ B. Osborme, Jr., P. 0. Box
17968, Houston, Texas 78286

POty R T e e e - e -

as Lessor (whether ons or more) and

as Lessee. All print i i
the party hereinabove named-2s Lessee; but all other provisions (including the completion of blank spaces) wers prepared Jointly by Lessor andp{nensggsomons of hi lease were preparec by

l10.n gcdfc.sgﬂpgggml)n considaration of a cash bonus In hand paid and the covanants herein contalned, Lessor herebylgrants exclusively to Lessee the following described land (use attachment for

T-10-S, R~38-E, N.M.P.M.
Section :30¢ ~E/2 -

Afetn SRHIE

'

*Notwithstanding anything contained herein to the contrary, the royalties payable under
Paragraph 4 herein shall be 1/6th instead of the stated 1/8th.

PR SN AT et R PR P S X : ‘ © - C-

in the County of - Liea stat of ___New Mexico containing 320.Q ___ acres, more or less (including any interests therein
which Lessor may hereaftsr acquire by reversion, prascription or otherwls.el). for the purpose of ex?lorin for, daveloping, producing and marketing oil and gas (alon wx?h all hydrocarbon and
nonhydrocarbon, substances. gorgd ced in assoclation therewith. The term “gas’’ as used herein includes helium, catbon dioxide and othar cammarcial gases, as welfas hydrocarbon gasas. In
addition't0 the ‘above-destritied land:; this'sase'diso covers accretions and any small sirips or parcels of land now or hareafter owned by Lassor which are contiguous or adjacant to the
abovtqnw d;-and, An considaration of:the aforementionsd cash.bonus, Lessor agress 1o exacute at Lesgee’s, request any additional or supplsmantal Instrumants, for.a more complete or
accurate description of the land so covered. ; o ' ' '

2. Torm of Lease. This (sase shall be In force for a primary ﬁrm of _f_il’i_(_s)years from the date nmbf, ;nd.;or as Iﬁn tﬁereaﬂer ’as oit or as‘or other bsta;\ s ‘o d hereb
pmdoudqm Bdying quditities: from'the-leased premises or from lands pooled tharewith or this lease Is otharwise maintained lnoeffact pursuant‘to tr?e provisIon.f.!s;:mor.ce coverea hereby are

3. Rental Paymant. if on or befors the first anniversary dats hereof operations for the dritling of a wall for ol or gas or other substances covered hereby have not been commenced on the
leased. premises or land pooied: therewith, or-if there thens-no- production-in paying quanﬂ\?es from the leased premises or land pooled therewith, ther); subject to Paragraph 5 below this

lsase shall terminate as to both parties unless Lesses on or before that date pays to Lessor ipr to Lessor's cradit In the
Bankt .- - - “or Its successors, which shall bs Lessor's depository agent for receiving payments regardiess of changes in the

ownar:h#uoi said land, the sum of 320,00 asrenta covering the privilege of deferring the commencement of oreratlons for the drilling of a well for a period of twelve
months from said anniversary dats. In fika manner and upon like payments, the commencement of operations for. the drilling of a well may be further deferred for ons or more twieve-month
periods mwm tarm of this lease. All ents may bs made ;r check or draft mailed or delivered on-or-before the rental payment date. If the depository bank should fiquidate or be
succeoded ¢ bank, or for any reason fall or refuse to accept rental payment hereunder, Lessee shall not b held in default for failure to make such payment unless Lessor has delivered
to Lesses & proper recordable Instrument naming another bank as depository agent to receive payments and Lessee has failed to make such payment within 53 days after recelpt of such notice.
It W f %a;h bpgus,,ﬁgn;ldmﬂoo, Irst recited above covers not only the right to defer drﬂllnq_,during the first year of this lease, but aiso all subsequent deferrals of drilling as
aforesaid,” dlo 1l other'rights-of Lesses herdunder. if on or before any rental payment date Lesses in good faith makes an erroneous rental payment by n8aying the wrong person, the
wrong depository, of the wrong amount, Lesses shail bs unconditionally obligated to make proper rental pagment for the period involved and this lease shail continue in effect as though such
payment had been propsrly made, provided that propar rantal payment shall ba made within 30 days after receipt by Lessee of written notics of the error from Lassor, accompanied by any
documents and gthep svidence necassary:to.snable Lasses {0 make:proper payment... .. . .. . coonerBat o T e R
4. Hoyalty Payment. 83 on i, (jd3 dnd othef substarices prodiced and saved hereundsr shall be pald by Ldssas to Lessor as fallows: (a) For oll and other iiquid hydrocarbons separated
a 3 mr, ] ba “’-’W'”‘ m?h,prnducﬂon.io,ba deilverad at Lessas’s option_ta Lassor at tha walihead or to Lassor's cradit at.the-Lassee’s ol purchaser's
trang oS, ghall have the continting right to purchase such production at the-welihead markst price then prevailing in the same or nearest field for production
of similar grade and m (b) For 'gn (Including casinghead gas) and all other substancas coverad haraby, the rayalty shall ba one-aighth of the procaeds realized by Lassas from the sale
thereaf, less & %W part of the costs incurred by Lesses in delivering, compressing, processing or otherwise making such gas or other substance merchantable, provided that Lesses
tie ht to purchase such production st the prevaiiing wslihead markst price paid for production of simiiar quality in the same or nearest field pursuant to comparable
e e i o o e Rang e ) B B o e ] B ot e S
u u r n or-production thersfrom is not being sold or pun X 88 On
production- thersfrom-are. not-cmrvdwmﬂm d-t0.Lessor, and if this-lease Is not.otherwisé maintained In effect, such well shall neverthelsss bg oonsldergg 3 thoughyn wers producing gas in
gn?uanﬂﬂu for the purpose of mal g this lease, whether during or aftsr the primary term, if Lessee pays shut-in royalty of One Dolar f“ acra then covered by this leass, such
payment to be made to Eusor or to Lessor’s credit In the depository bank designatad above, on or before the next ensuing anniversary date of this leass, or within 80 days after such
anniversary date, and thereafter on or befors each anniversary date hereot while the well is shut-In or production therefrom Is not beln? sold or purchased by Lesses or royalties on production
memm? e nbt otherwise being paid to-Lessor..For the purpose-of caiculating shul-in royatties, the number of, leass acres described In Paragraph 1 shall ba desmed correct, whether actually
mors of fess.

5. Oparations. If Lasses drills a well incapable of producing In parlnq quantities
quantities psrmanently ceases from any cause, then in the event this lease Is not.otherwise being maintalned.(n force it shall neverthaless remain In force if Lesses commances operations for
reworking an axisting well or for drilling an additional well on the leased premises or iands pooied tharewith within 50 days aftar compietion of operations on such dry hols or within 80 days
after 8 of production,-or; should the- lease de.within the primary. term, . if-Lessee aayl rental on or before the next rantal payment dats (if any) next ensuing after the sxpiration of
sald 90-day podod;.g P

hereinafter calisd ““dry hole'’) on the lsased premises or lands pooisd therewith, or if production (n paying

roe(ded that should complation of operations on the dry hole or cessation of production occur less than 50 days befors the last rental payment date, no rental payments or
further operations shall be required to maintain this lease for the remalndsr of the primary term. If at the end of the primary term or at any time thersaftsr this lease s not otherwise baing
maintained: in force,-it-shall nevertheless remain-in force-as long. as lessas, without an Interruption of more.than 80-consacutive days, engages In-drilling,- reworking-or any-othar oparations
reasonably caiculated 10 obtain or restors production on the leased premisss or lands poolad therswith, and, if such operations resuft in the production of oif or pas or other substances covered
heraby, 28 long thereafter as thers Is production in paying quantities.

6. Pooling. Lesses shall have the right but not the obligation to pool all or part of the lsased premises or interest thersin with any other lands or interests, as to any or all depths or 2ones, and
as to oll or gas or both, either bafors or aiter the commeancsment of production, whenever Lessee deems It necassary or proper to do so In order to prudently develop or operats the leased
pnmlses.‘w%othnl’“or not similar pooling authority exists with respect 1o such-other lands or Interests. Thnntﬁormad%y such pooling for an oft well shall not'excaed 40 acres plus a maximum
acreage tolsrancs of 10%, and for a gas well shall not exceed 640 acres ;Ius a maximum acreage tolerancs of 10%, except that larger units mar be formed for oil wells or gas wells to conform
to any well spacing or density pattern that may be prescribed or parrnitted by any quemmental authority having jurisdiction. To exercise its pooling rights hersunder, Lesses shall file of record a
writtew daclarationvdescabiog:tha:unit and stating the effective dats of pooling. Production, drilling or. reworkdngraparations- anywhera-on a unit which includes all or any part of the leased
premises shall be treatsd as if it were production, drilling or reworking operations on the leased premises, except that the production on which Lessor’s royalty is calculated shaii be that
proportion of the total unit production produced and saved which the net acrsage covered by this lsass and Included in the unit bears to the total gross acreage In the unit. Pooling in one or
mors instantes ghalt:sot’ exhiaust-Lasssa's:pooling rights:hersundsr, -and-Lesses:shall have tha recurring right-butinot-ths obligation 10" revise any unit formed hereunder by sxpansion or
contractibros daY, sithar:before of aftes-commencement.of: production i order.to: confarm to the well spacing ordensity pattern prescribed or permitted by the governmental authority having
urigdiction, or to conform to any productive acreage determination made by such ?ovemmemal authority. In making such a revision, Lessee shall file of record a written declaration describing
6 revised unit ng the elfective date of on. To the extant any portion of the leased premises ls included in or excluded from the unit by virtua of such revislon, the proportion of unit
roducon:on wiils are paybie hareunder shall thersafter be adjustad'accordingly. In the absanca of production-in ‘p’:’ying Quantitles from a-unit; or Upon permanent cassation thareot,
Elualmiy terthinae thd: galt by: of racord a written Mdmﬂowdmnblnlqm unitand stating tha dats of tarmination. Tha restrictions and: raquiremants of this’ Pmrggm-mrnpt pp
1o: toffipdlsory poolingos: 2 manmmc m:rdwo ‘my.govemmenu! authority havifg-jurisdiction; but-all uther feferences to pooling contalnad in thislease shall
include-YucK Cpooling as welk as:pooling: affscted: under. this PAragmphiB, <+ . ¢.: © s e FELEER B e et P T G T
s Lagssl /38 Lassor. owns4ess than. the eatire-and , undivided- mineral :estate: in thd above-described iang: ar<any portion-thereof, the royaities, shit-in royaities and rentals harein
7r0vldﬁzuml?b':“ 1’tcl%;os‘wtfwyinmc‘I)m n which Lessor's:intarest bears 1o the whole ang undivided minsral sstate in said land or portion tharsof.-Any interast in the production from
&mm wmw 10 which-the -of "may be-subject; ehall-be deductsd-from ﬁwvroymy'hmln‘-m:m. e T
PSRETOL G R -1 Tt (R PR T (VR [ S SNHTT S SRR TN NLE D EER SeHR AL I N R e R L ! RPN LR I
R The Interest of either Lessor or Lasses hersunder may be assigned, devised or otherwise transferred in whole or In part, by area and/or by depth or zone, and the rights
fna%'h%".z?«'sﬁﬁﬂﬂ:‘ " hereunder shall axtend to their respective heirs;: devisees;: exscutors, administrators, -succassors and asslfns. No change in qusorspg\wmnnlg_ shall have the
effect of feducing’the huormm-obngmm of Lasses hareunder, and:no chan&: in ownership shall be binding-on Lasses-unti! 45 Gays after Lassss has bean furnishad the originals
or-cartified Eopies'o! the' documants: M<m»m;:wm1fmn.hmm- ' notification: requirements: contained In Lassee’s usual form of division ‘order, which Lessor heraby
agreet’to ‘Eaacutd prios W-the of royalties harsunder.: lthe: evant of the death of any person entitied o' rentals or shut-ift coyalties harsunder, Lasses may. pay such: rentals or shut-in
royalties 10 the' cradit of decsdent or'decedent’s estate in the: depasiiory bank dasignated above, f at-any time two of more persons are:entitied to rentals.or shut-in royalties hereunder, Lessee
y-SUChi réritals OrShit-if ‘royalties {6 mmons‘or-wmelr credit in the:depasitory bank, either jointly,<cz separataly in propdrtion ta the Intsrast which-sach ownst If Lasses transters
hersunder in whole or In part Lesses ba relleved of ali obligations thereafter arising with respect $o the transfarred interest, and failurs of transferss to satisfy such obligations
rs%mwmmmmmmm atfect the rights:of Lesses: with raspect4o:ths interest not so transferred. If Lessee transfers a full or undivided interest in all of hue% portion of the
: sby-this de14s, - the obll (g
m-sﬁ-m%wmm of-lsgum describad:In. Paragraph:4-shall bs gesmed correct; whemar:acmany'f\ngn'or' ess, o " :
2 : I¢ L ;
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m ation'to:pry-rental hereundershall be'divided batwaen Lessse and the transfarss Inpropartiar to the net acreage Interest In'this lsass then

"b‘y_eai:h, and
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9 (of Laase. ‘Lussas. mag bt Wiy time and-from time o time;:deliverta Lassor ar-fls of record @ writts release of this lesse as-t0 4 full or undlvided-intefest In‘alk or-any portion o the
gmn g:/:m{yyl:;l?m%iﬂlm;oétth‘a’gyonmnu:mnundammshﬂmmu n ba-relieved of all obligations tharaatter-arising with respéct 1o the interdst s teleased. |t Lassee releases ali or
an‘undivided Interest:in jass than:afl:of-the area coversd: heraby.: Lesses's obligations to-pay rentals and shutnroyalties shall be proportionately reduced in‘accordance: with the 'nat-acreage
intsraet tetained: hareunidsr. and for suthy purpase the numibar of 1aase acres:dascribad in Paragraph 1 shall ba deamed corract, whethar actuallv mora nr leee 2o b



10. Anglllary Rights. In exploring for, deva!om;‘. &’rodudna and markating oll, gas and other substances coversd hereby on the leased premises or lands pooled or unitized therewith, in
primary and/or mﬂmﬂd movu( l.mu shall right of Ingress and egress along with the right to conduct such operations on the leased premises as may be reasonably necessary for
such purposes, lndudlna‘em not limited to geophysical operstions, the drilling of wells, and the construction and use of roads, canals, pipelines, tanks, water walls, disposal wells, injection
walls, pits, electric and islaphane lines, power stafions and other facilities to JLWN’. produce, stors, traat and/or tnn%ﬁgn production, Lesses may uss In such o%mtlom. fres of cost, any
oll, gas, water and/or other substances produced on the leased premisss, except water from Lessor’s wells or ponds. Tha right of Inw and egress g;anud hereby shall 1o the entirs
leased premises nommmu»f %m or other tsrmination affscting any portion thereof. When raquested 'W Legsor In mﬂn';ﬂ‘ o6 shall bury fts pipelinas bslow plow depth. No weil
shall be located Jess than 200 feet any houss or barn now on the leased premises without Lessor's consent, and Lesses shall pay for damage caused by iis operations to buildings and
other improvements now on the lsased premises, and to timber and growing crops thereon, Lesses shall have the right at any time to remove its fixtures, equipment and materials, Including
well casing, from the lezsed premises during the term of this lsase or within 2 reasonable time thereaftsr.

11. Regulation and Delay. Lessee's rﬁf.’{'r?‘““’ under this lease, whether axpress or implied, shall be subject to all applicable laws, rules, regulations and orders of any governmental
authority having jurisdiction, Includ ctions on the drilling and production of wells and the price of oll, gas and other substances covered hersby. When driliing, reworking, production or
other operations are preventsd, Iimpeded or delayed by such laws, rules, regulations or orders, or by lnabw to obtain cqu;pment. services, material, watsr, electricity, fuel, access or
sassments, or by firs, flood, war, 5 , riot, strike or labor disputss, or b{'\nabimy 10 obtain a satislactory market for production or faliure of purchasars or carriers 1o take or
transport such production, or by any other cause not reasonably within 's control, this lease shall not tarminate bacauss of such prevention or delay, nor shall Lessee be ligble for breach
of any sxpress of implied covenant, and, at Lesses's option, the period of such prevention or delay shall be added to the tarm hereof, o

12. Breach or Default. No litigation shall be Initiated by Lessor with nsrct to any breach or default by Lessee hereunder, for a roriod of at least 30 days after Lessor has given Lesses written
notics the breach or default, and then only if Lessee falls to remady the breach or default within such period. In the event the matter is litigated and there is a final judicial
d thata or default has occurred, this leass shall not be forfeitsd or cancelled In whole or in part unless Lasses is given a reasonable tims after said judicial detsrmination to
remedy the breach or default and Lasses falls to ramedy said breach or default. This Paragraph 12 shall not apply 10 the matters covered in Paragraph 3 hersof.

13. mm of Titls. Lessor hm%‘v:umu and agrees to defend Lessea's title harsunder, mg;ams that Lesses at Lessee's ortlon may pay and dischargs any taxss, mortgages of liens

, or the lsased premises. If it sxercises such option, Lassee be subrogatad to the rights of the party to whom payment is made and, in addition to its
other rights, may reimburse itseif out of any rentals, or shut-n as otherwiss payable to Lessor hersunder. In the event Lesses Is made aware of ag‘]dalm Inconsistent with
Lassor's tg’cu Lasses may suspend the payment of , royalties and shut-in royaities harsunder untif Lssses has been fumished satisfactory evidence that such cfaim has been resolved in

IN WITNESS WHEREOF, this lease ls exscuted to be efective as of the date first writtan above, but upon execution shall be binding on the signatory and the signatory’s helrs, devisees,
executors, administrators, successors and assigns, whether or not this lease has been exscuted by all parties hersinabove named as Lessor.

WITNESSES AND/OR ATTESTATION: LESSOR (WHETHER ONE OR MORE)

Wm. B. Osborne, Jr.
SS#;

ACKNOWLEDGEMENTS

For use In Rocky Mountaln States (Arizona, Colorado, Idaho, Montana, New Mexico, North Dakota, South Dakota, Wyoming, Utah)

Stats of Texas
. } INDIVIDUAL
County of . Harris : _

Bafore me, the undersigned Notary Pubiic, personally appeared W B. Osborne, Jr.

known to me to be the person or persons whose names are subscribed to the foregoing instrument, and acknowiedged to me that they executed the same for the purposss therein st forth.

Given under my hand and seal of office on this day of R
My Commission Expires:
4 & Notary Public
State of
} INDIVIDUAL
County of :

Before me, the undersigned Notary Public, personally appeared

known to me to be the person or persons whose names are subscribed to tha foregoing instrument, and acknowledged to me that they executed the sams for the purpose therein set forth,

Given under my hand and seal of offica on this day of L 19
My Commission Expires:
y bxp Notary Public
Stats of
} CORPORATE
County of

Before me, the undersigned Notary Public, personaily appeared
known to me to be the person whose name is subscribed to the foregoing instrument and known to me to be of
a corporation, and acknowledged to me that he or she executed the same as the act of sald corporation for the purposss

therein set forth,

Given under my hand and sea! of office on this day of 19

My Commission Expires:

Notary Pubiic

RECORDING INFORMATION

Stats of

County of }
This instrument was filed for record on the day of 19 at o0'clock, M., and
duly recorded in Book Page of the ' ~__ racords of this office.

o o By (Deputy)
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¥

MERIDIAN OIL

July 5, 1995

Estate of Jewell H. Storey, Deceased
P. Q. Box 17968
Houston, Texas 78286

Re:  East Echols Prospect

Section 30: E/2
Lea County, New Mexico
containing 320 acres, more or less

Gentlemen:

Meridian Oil Inc. is interested in acquiring an oil and gas lease covering the undivided 1/16th
mineral interest owned by the Estate of Jewell H. Storey in the captioned acreage. The mineral
interest in the captioned acreage stated herein is based upon an examination of the records of Lea
County, New Mexico. Meridian is offering to acquire this lease under the following terms:

Bonus: $40/net acre
Royalty: 1/6th
Primary Term: Five (5) years
Delay Rental: $1.00/acre

The offer detailed herein is subject to verification and delivery of clear title. If you are in
agreement with these terms, please execute the enclosed Oil and Gas Lease and draft, fill in your

Social Security number and depository bank on the lease and deposit the lease and draft with
your bank for collection.

Thank you in advance for your consideration of this request. If you have any questions or
comments regarding this proposal, please do not hesitate to call me at (915) 688-6928. I shall
look forward to your reply.

Very truly yours,

MERIDIAN OIL INC.

pore

Senior L¥dman

LMS/es
Encls.

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. "A" St., Bldg. 6, 79705-5406
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OIL AND GAS LEASE
T sl A - ' :
m;muqnmm,m.”ofm Jf)th day.of . July 195 bewsen L8tate of Jewell H. Storey, Dec'd.,
P. 0. Box 17968, Houstcn! Texas 78286

as Lessor (whether ons or more) and

MMMWW&L— Lessee. All printed f
the party hersinabove named-as Lessee, but all other-provisions (including the completion of blank spaces) were prepared [ointly by Lessor andp{‘essae‘mmons of this lease were prepared by

l1° ng%?mpguo:m I)n consideration of a cash bonus in hand paid and the covenants herein contalned, Lessor hereb'y_grants exclusively to Lessee the foliowing described land (use attachment for
RECG A NCHE |

T~-10-S, R-38-E, N.M.P.M,
Section 30+ “E/2 -

FRTIA.

Loy
TR

*Notwithstanding anything contained herein to the contrary, the royalties payable under
Paragraph 4 herein shall be 1/6th instead of the stated 1/8th.

R BRI R

in the County of “"Lea _ state of __New Mexico ) contalnin _lzi_g____ acres, more or less includin interests therein
whlch Lessor may hemﬁu wqu rmrslon prescription or otherwise), for the purpose of exploring for, developing, producing and marketing oll and gas (alon g all hydrocarbon and
drocarbon, substances aﬂon therewith, The term *“gas™ as used herein inciudes helium, catbon dioxide and other commerclal gases, as wel?as hydrocarbon gases. In

add on'to the m-dm&a “land; th usa dlso covers accrations and any small strips or parcels of land now of hereafter owned by Lessor which are contiguous or adjacent to the
yﬂho:dot .hpomldm 03 of.the aforsmentiongd usn bonus, Lessor agrees fo executu at Lessee’ &rzquest any additional or supplemental instruments for.a more complete or

awunu
2, Term of Laass, ln tom torl pdmary term ii_vi_(_f:’_ gars lrom the data hmof and for as lon meraafter as oil or gas or ther substanoes vered hereb are
prod\lua ﬁﬂi lmw prerhises ot from hnds pooled thérewith or this leass Is otharwiss malntainéd lnoaﬁact pursuant to tr?e provuqsmns hereol. @ y

3. Rental Peymaent. [t on or before the first anniversary date hereof operations for the drilling of a well for oll or gas or other substances coversd hereby havs not bean commencad on the
lsasad: premises or land pooled- therewith,- or-if- thare then- s -no- production-in -paying quanﬂt?es from the leased premises or land poaled therawith, thex subject to Paragraph 5 below this

lease ghall tarminate as to both panm unless Lesses on or befors that dats pays to Lessor or to Lessor's credht-in the
Bank gt oo s ki ettt lalild L orlts :uccessors. which shall be Lessor's depositary agent for receiving paymants regardiess of changes in the

ownership of sald fand, the sum of :..12.0..._0.0_. as rental covering the privilege of deferring the commencement of ormnons for the driling of a well for a period of twalve
months said anaiversary date. In fike manner and upon like payments, the commencement of opsrations. ﬁor, the dmﬂnq of a well may bs furthar deferred for ons or mors twieve-month
ppdodt mm of thig lsase: -All payments may be-made ack or draft malled or dalivéred dn-or-bafora tha rental-payment date, if the dcposim? bank should tiquidats or be
bank. or for any reason falf or refuss to acce dpt payment hersunder, Lessee shall not be held In default for failure to make such p unless Lessor has delivered
Syt | s sy B T iy G 3 A o o S S o
! g} ster drilling_du 0 year of sase, subsaquent deferrals o ng as
mm’%lo %ﬁ"m gul L‘esm har&undor. If on or befors any renta) payment data Lessuqn cmag aith makes an erroneous rental payment by pgym? the wrong erson gme
th depodtory. of the wrong amoum, 8 shall be unconditionally obligated to make pm?er rental paxmem for the period Involved ang this teass shall continua in sffect as though such
“srow!y mads, pmldad that proper rentat payment shall be madc n 30 da r receipt by ' of written notice of the error from Lsssov accompanl by any

once Gecassry.to. enable Lessas to make:propar prymenti ., .. ; RETOLS Yoy ety

mﬂy Faymit"" on olt; g4 aid other SUbstaRces prodiced and saved hereunder shall ba pald by Lasses 1o Lessor s follows: (a) For oll and oitier iiquid hydrocarbons srgmted
,‘ onﬂl&m of such production, 10.be delivered at Lesses’s option.to Lessor at the. wellhead or 10 Lassor's credit at-the.Lassae's.oil.pu r's

¢4 shalf continuing right to purchass such production at the welihead market prica then pravailing In the sama or nearast field for production

of slmlhr nndo A (b) For ‘g:s (Induding casinghead gas) and ail other substances covered hareby, the royalty shail be ona-sighth of the procseds realized by Lassee from the sale

SN Y Caite T

thereof, less 3 part of Lasses In delivering, compressin &npmcessi or otherwise makin‘? such gas or other substance merchantable, provided that Lasses
M 'm mmwmurmn vmdu on mm J:rmmnq ‘wallhead market price paid for pmduct!on of similar quality n the same or nearest field pursuant to comparable
poolod A g o'%d the dnl;ml or nearest ' :,s) tlt)“dt d‘mchon vﬁlldi h?‘ssl’oghﬁr?m?mmng urchas m”f heml:sndet; wl (e) l;da wall on the leansenalfs premisss ntrj lands
mmm aub n uch we [ -In of-p on tharsfrom s not being sold or purchased ¢ or royalties on

PR n-therefrom-are % L Lmor nn%n this legse 18 not- otherwisfe maintained in effect, such well shall nevertheless be a considered &8 thougnylt wers producing gas In

utnﬂﬂn for the E:mou of thls lease, whether during or attar the primary tsrm, if Lessee pays shut-in royalty of One Dollar per acre then covered by this lease, such

r or to Lusor‘s mdn in the deposnory bank designated above, on or befors tha next ensuing anniversary date of this leass, or within 50 days after such

datn mmﬁn on of befors each anniversary dats hersof whils the weli ls shut-In or production therefrom is not baln? S0l of purchased by Lesses or royatties on production

thersfrom lxmmmmm paldtnd.nsm.,Foc the-purpose-of calculating shut-in royalties, the number of, Isase acres described in Paragraph 1 shalf be desmed corract, whether actually
mare or

srations. If Lessee drills a well Incapable of producing In paying qumﬁﬂg{ ;Beralnaftar called "'dr bolc") on the leased premises or lands pooled therewith, or if production In paying
uanSU permanently ceases from any upam thenpln the mmm nied [ forcs It shall nevertheless remaln In forcs If Lessas commancas w&“ﬂm’ for
mlodd an existing welt or for drilling an Jdmm well on the leased premises or lands poolod therewith within 80 days after oompmion ot 0 ‘&mﬁons on such dry hole or within 50 days
after such -cessation of production,-or; should the-leass u within the &r:muy term, if Lesses pays rental on or bsfore the next rental p: w) next mulng after the expirstion of
3 dry hole or cassation of production occur less than 90 days be(orl the last ren no rantal payments ot

required to maintain mls for the remainder of the primary term. If at the end of the primary term or at any time thersafter mls Iease ll not otherwise baing

force, It-shall nevertheless ramain In force as long 28 lessss, without an intarruption of more than 90 consacutive days, engages in drilling, reworking-or any other operations
to obtain or restors production on the lemd premises or lands pooled therewith, and, If such operations result in the production of oii or gas or other substancss covered

duction in paying quamiﬂ .

L]
6. Pooling. Lessse shall have the rhht bm not the obligation to pool alf or pan of the leased premises or Interast thmln with any o\her lands of interests, as to any or all depms of Z0nes, and
a3 1o oll or gas ot both, sither before or after the ca of production, whanaver Lessee of proper to do so [n arder to prudently develop of aperate the lsased
wgmarnr not similar pooling authority exists with respect to such- ‘other lands or lntnrests The unn formed such poonnq for an oll weli shall not exceed 40 acres plus & maximum
acreage tolerance of 10%, and for a gas weil shall not axcesd 640 acres pius 3 maximum acreage toleranca of 10%, except that larger units may be formed for oif wells or gas walls to conform
to any well spacing or density pattem that may be prescribsd or ermmo by any governmental authority navlnyurlsdlcﬂon To exsrciss its pooiing rights hersunder, Lesses shall fils of record a
written :daclarstion' describing: the unit mdm:auna the etfective dm of pooling. Production, drilling or reworking:opecations anywhere on a unit which includes all of any part of the leased

it It were mducﬁon. dritli or mvorldn operations on the leased pramises, excapt that ths production on which Lassor's royalty Is caiculated shall be that
pr%do?nm mumm peod ngt l%mge covered by this fease and Included in the unit bears to the total gross acseags i the unit. Pooling in one or
re -Instantes 'shalt not exiaust Lessse's” poolm flgtm hmunder. and Lesses shall hava tha recurring right but:not:the obligation to revisa nlt lormcd hareundar by expansion or
conmdomtbom* mmnadm commencement of production, i order to. conform to the well spacing o:dens pattem prascribed of pe! e govarnmental authority having
urisdiction, or to conform to pmductm lcru 9 detarmination made by such govemmental authority, In makin 1 ravislon. Lmn nmu flu of neord [l wmun declaration ducriblnﬂ
Lw ‘unit and m on. To the extent lny portion of the lmed remisas is lncludod n or exciuded from the unit by virtus of such revision, the proportion of un
rodo wonwaf s¢ Shall thertafter be ]umdlmom}n s 1bsanch o {p ng quamms frorn sunit; orﬁ rmanent cassation thareo!,
Emu of mm dndmﬁom b{ m unmnd ttat!ng the dats o torm{naﬂo Testrictions and:requ mmtsof mﬂu  8-ghall flot app!
ration iof daw:ne ovornmamzl luthortty hawﬂﬁuﬁsdlcﬂon. butzalr oﬂm rofmneu to poollnq ol trlis‘lcm shall

Muﬁwwumﬂwvwnm effacted: ander Pmuuph et T 2.

AR resto It LBssoRM OWNSAeas than: the entife:and ;undivided: minaral eatates inths above-dascribedtting: orany portionthereof, the royatties. shiit-in royafties and rentals herein
7?6\156!4“&':?“ 1ti1tmummcpm . which Lessor's:intarest bears {0 the:whole and-undivided mineral g;&{g In'said land-of ponimmsmf Any intmst In the pMucﬂqn from
%M which- mmmm&w gubject, shallbe deducted-from the: m:lty harelnrasarved, ‘
A TCL LR umnu G ml\smu UL BRI BF FEETSULMNNT 1ARISL 0 b PRSLL 0T A TR 0 @IS B e
6. The interest of either Lessor or Lessee hereunder may be assignad, davlsed or omerwise transferred in whole or in part by aea and/or by depth or zonu and the rights
% axtarid totheir respective helrs):

i sranes e

2:18% |  shalk toth 1 daviseasy executors, ‘sdministrators; Buctessors md:lsslfns No changs In Lessor's ownership shall have the
aﬂog’ fodi htgof’ the obilgations uuastnbmundlrmwmman a i owmrshlp :shall b Dindingrorf Lessad: uhtil 45 days after Lasshehas been tu 3 the originals
or-cartifiad Copieg!of thet :$UCHT-change;: or.untll Lessor. od the notification: requirsmants: contained In Lesses's: usual 1orm of division ‘order, which Lessor hersby
-ggrees iy Eeeitd' priok 1 e b nfmmmm I theisvent ofcwdumahnypemn entitiad otentals or shut-In 1oyaities hersunder, Lasses‘tnay pay Such:rentals or-shut-in
myw&d mmmm: ia m'dmﬂwmqunmd above:: If at-any dme twa ot mate pérsons dre mﬁﬂed to remals or sm-umyama hérsunder - Lasses
AU etalt oAUt 15 Juch: :hpo ry:bank, dm«pmw,m 88 -0 plopdrtion toﬂ\o interest whiciaach owns: 1f Lesses transters
ity hareunder in whole o an be nllmd of all obl tions reafter nrislng raspéct to the transfarred [nterest, and failurs of transferse to satisty such obﬂgaﬂons

-wnn" -7 uwmm m?#un m dqm: Lmn #o‘the-Interest norso transferred. If Lessee transfers a full or undivided jntarest in all oun{ porﬁon of th
the ‘obiifationtto: pay:rental harsundershalt be deodmwun Lassse and the transerss lmpmm?onto the net'acreage lntmsnn"mls leass then héid and

tmuen PUrposA | mmnbw of leaseacres mnwm Paragraph 3l be deamad comrct, whather-actally mr:or
‘\n!ﬂ‘ \S._'h.w PO S IR "“ ‘..,\11”" f.>

sass uuu ! ﬁmﬂo‘ﬂm& delivertaiLessor orﬂle of.record cwlmun(«u n' thls (em uma full or undeod terest ln au of my pom’on of the
m “gwm"wm“' o uw "W&"A’&mm lha'!l dwa n:be:relleved:of all- obligations thareafter rising with :respéct-to the interist so'reléasad. If.Lussse releasss all or
atuddivided interest:iniless than alliohiths gres: jobligations o pay rentals and: shut-incroyaities shall be proportionately roducad i aacordana wnn m‘m acreage
mwmmm mjmmberolulmm descrlbed rn Paragraph 1 shall be doemod eom whether actually more Or less, " . e

intarvet *hategnder,
10 VR e R



10. Aaclilary mln lxplorlnw.r.. dmlom tg’rodudna and marksting oll, gas and other substances covered hareby on the leased premises or lands pooled or unitized therewith, in

primary and/or nmv’l‘g 8 shall right of ingress and eqress along with the right to conduct such operations on the lsased premises as may be reasonably nacassary for

such pumposes, dut not limited to mmual operations, the drilling of wells, and the construction and use of roads, canals, pipslines, tanks, water wells, disposal wells, Injsction

wells, pits, slectric and fines, power stations and other facllities to J‘soovet. produce, store, treat and/or transport production. Lessee may uss in such operations, fres of cost, any

oll, gas, water and/or othes substances produced on the leased premises, except water from Lessor's wells or ponds. The right of Ingress and egress R‘rantod hereby shall l:ppg to the entire
Easse W Ce,

leased premises notwithstand releass or other termination atfecting any portion thereof. When raquested by Lessor In writing, 8 shall bury fts pipalines below p! pth. No well
shall be located less than 200 m any houss or bam now on the lsasad premisas without Lassor's consent, and Lessse § gy for damage caussd bytbopcuﬂomtohulldlrr'\gs and
cther now on the leased premises, and to imber and growing crops thereon. Lesses shall have the right at any tims to remove its fixtures, equipment and materials, including
wel , from the leased premises curing the term of this lease or within a reasonable time thereatter,

11. Ragulation snd Delsy. Lessee's ations under this lease, whather express or implied, shall bs subject to all applicable laws, rules, regulations and orders of any govemmantal
authortty Jurisdiction, on the drilling and production.of wells and the prics of oll, gas and other substances covered hereby. When drilling, reworking, production or
othar opsrations are preventsd, im or dda%:g by such laws, rules, regulations or orders, or by Inabliity to obtaln equipment, services, matsrial, water, slectricity, fuel, access or
easaments, or by fire, flood, war, X R striks or labor disputes, orul:{llnabll!ty tocbtalna ry market for production of fallure of purchasers or carriers to take or
transport such production, or by any other cause not reasonably within Lesses’s control, this lsase shall

| not terminats becauss of such prevention or delay, nor shall Lesses be liable for breach
olwwmormlodmnt.m,ammbopﬂon.mpulodofsudllpnmﬂonordwmbuddudtomunnhem!.p ay ‘

12. Brssch or Defsult. No Dtigation shall bs inftiated by Lessor with respect to any braach or default by Legses hersunder, for a Perlod of at least 50 days after Lessor has given Lesses writien
0 Lesses remedy the braach or default within such period. In the event the matter Is W&QM and there Is a final judicial

that is shall not be forfeited or cancalled In whals or In part unless Lassee Is given a reasonable tims sfter sald judiclal detsrmination to

remedy the breach or default and Lesses fails to remedy sald breach or default. This Paragraph 12 shall not apply to the matters coversd in Paragraph 3 hereof.

1. WImna of Title. Lassor unmm and agress 1o defend Lessea's titls hereunder, and agraes that Lessss at Lassee's oftion may r:y and discharge any taxss, morgages or liens
wdsting, levied or assessed on or agalnst the leased pramises, If it exercises such option, Lessee be subrogated to the rights of the party to whom payment is made and, In addition to its
othar nghts, may reimburse itsalf out of any rentals, or shut-ln es otherwise payable to Lassor hersunder, In the svent Lesses is mads aware of ;;y claim Inconslstant with
L!SSO‘I:S gﬂo, Lessss may suspend the payment of rentals, royalties and shut-in royafties hereunder unti! Lessee has been fumnished satisfactory evidence that such clalm has been resolved In
Lagsor's favor, ;

IN WITNESS WHEREOQF, this leass s exscuted to be sffective as of the date first written above, but upon execution shall be binding on the signatory and ths signatory's heirs, devisees,
sxacutors, administrators, successors and assigns, whether or not this lease has been executed by all parties hereinabove named as Lessor.

VJTNESSES AND/OR ATTESTATION: LESSOR (WHETHER ONE OR MOREh
ESTATE OF JEWELL H. STOREY

By:

SSi:

ACKNOWLEDGEMENTS

For use in Rocky Mountaln States (Arizona, Colorado, Idaho, Montana, New Maxico, North Dakota, South Dakota, Wyoming, Utah)

State of __1€Xa8

INDIVIDUAL
County of _B8ZT18 3 }

Before me, the undersigned Notary Public, personally appeared

known to.me to be the person or persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exscuted the same for the purposes thersin sst forth.

Given under my hand and seal of office on this day of 1995
My Commission Expires:
d B Notary Public
State of
} INDIVIDUAL
County of

Befors me, the undarsigned Notary Public, personally appeared

known to ma to be the person or parsons whosa names are subscribed to the foregoing Instrument, and acknowledged o me that they executed the same for the purpose therain set forth.
Given under my hand and ssa! of office on this day of 19,

My Commission Expires:

Nolary Public

State of

} CORPORATE
County of.

Bafore me, the undersignsd Notary Public, personally appeared
known {0 ma to be the person whose name Is subscribed to the foregoing instrument and known to me to be of
1 corporation, and acknowledged to me that he or she executed the same as the act of sald corporation for the purposes

therein set forth.

Given under my hand and seal of office on this day of , 18,

My Commission Expires:

Notary Public

RECORDING INFORMATION
State of

County of }

This Instrument was filed for record on the day of 18, at o0'clock, M., and
duly recorded in Book Page of the records of this office.

e By (Deputy)
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MERIDIAN OIL
October 2, 1995

Mr. Don Wadsworth

Betty Osborn Biedenhorn Trust
c¢/o Osbomn Heirs Co.

P. O. Box 17968

San Antonio, Texas 78286

Re:  East Echols Prospect
Offer to Lease

Section 30: EN2
Lea County, New Mexico

Dear Mr. Wadsworth:

Meridian Oil Inc. would like very much to consummate a trade with the Betty Osborn
Biedenhorn Estate and Betty Osbom Biedenhorn Trust (“Biedenhom”) prior to November 1,
1995, to avoid compulsory pooling.

With a spirit of cooperation in mind, Meridian makes the following proposal:

e Meridian would pay to Biedenhorn’s $200/net acre for a mutually-acceptable oil and gas

lease covering all the captioned acreage, providing for a one-year primary term and a 180 day
continuous development provision..

¢ Biedenhorn’s would reserve unto themselves a 22.5% royalty interest
¢ Closing would occur on or before November 1, 1995.

Please consider our proposal and contact me directly at (915) 688-6928 to discuss further details.
Your prompt attention is greatly appreciated.

Very truly yours,

DIAN OIL INC. ~

S%V\) At
Leslkyn M. Swierc, CPL
Senior Landman

BEFORE THE
LMS/es OIL CONSERVATION DIVISION
. Case No. 11417 Exhibit No

cc: Don Davis

Submitted By:
MERIDIAN OIL, INC.
[] : e .

[ QORI -~ -~

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800 ...
2290 N “A" St RldA £ 7Q705.5408



MERIDIAN OIL INC.

P. 0. BOX 51810
MIDLAND, TEXAS 79710-1810
(915) 688-6800
FAX NO. (915) 688-6010

Date: /2 - 2¢

Fax No. Sending To: ( ), /O) f;«é_ 7\‘5—\’3’7

To: P@/m ZUAM&MZ(/

i
From: %&jf’?‘/ /&U*(A/L/C/

Telephone No.: (?/ é/T) A g £- éfo?f

TOTAL Number of Pages Including Cover Page ;L

Special Instructions:

If any problems should occur or pages are not received, please contact us at (915) ARR-AQ24
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Z ¥IL 007 199

Receipt for : .
Certified Mai S

— OZo Insurance Coverage Provided
shadns Do not use for International Mail

(See Reverse)

Is

.mmzcm—.ﬁ. { also wish to receive the

ph items 1 and/or 2 for additional services. : '
* Compiete items 3, and 48 & b. following services {for an extra

* Print your name snd address on the reverse of this form g0 that we can fee):

return this card to you. ,
o Attach this form to the front of the maiipiece, or on the back if space 1. [O Addressee’s Address

does not permit.
* Write “‘Retum Receipt Requested'’ on the mailpiece below the articlenumbery. ™ 5 [T Restricted Delivery

The Ratum Receipt will show to whom the srticle was delivered and the date
mo..s.:.a.. me Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number

Betty Osborn Biedenhorn Trust Z 111 007 199
4b. Service Type

Street ang No
P. 0. Box 17968
P Q. State ang ZIP Code

. San Antonio,
Postage

” M\OOOmWOHSHw_Mwwm Co. 0 Registered (7 Insured
m . 0. Box ... 1. &d Certified 0 coo

o San Antonio, Texas 78286 ‘{0 Expross Mail  [] Return Receipt for
S N Merchandise

Return Receipt m:ai..:a
to Whom & Date Detivereg

ATTN: DON WADSWORTH “:
. Sigrfatyrb (Addressea) P

gy
J...m. ate of Delivery

Pk

N

(223

-

.m Ma”c:.. Receipt m:oiin 0 Whom
Wa ate, and Addressee’s Address

TOTAL Postage
); & Faes N % ‘

H

S %q*ommwo.m ﬂ.“nauw {Only if requested
: ee is pai

2)
‘

Postmark or Date

AN

3 your RETURN ADDRESS completed on the reverse side?
(34

PS Form 3871, December 1991 _ #uss.aro: 1083352714 DOMESTIC RETURN RECEIPT

Thank you for using Return Receipt Service.
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September 11, 1995

Mr. Don Wadsworth

Betty Osborn Biedenhorn Estate and
Betty Osborn Biedenhorn Trust

c/o Osborn Heirs Co.

P. O. Box 17968

San Antonio, Texas 78286

Re:  Well Proposal - East Echols Prospect
Aunt Lula 30 #1
1980' FSL & 660' FEL Section 30
T-10-S,R-38-E
Lea County, New Mexico

Dear Mr. Wadsworth:

Meridian Oil Inc. (“Meridian™) hereby proposes the drilling of the Aunt Lula “30” #1 (the
“Well”), a 9,900' Wolfcamp test located in the E/2 Section 30, T-10-S, R-38-E, Lea County, New
Mexico, to be spud in October, 1995. Our records indicate that the Betty Osborn Biedenhomn
Estate owns a 4/144th mineral interest and the Betty Osbom Biedenhom Trust (collectively
called “Biedenhorns”) owns a 3/144th mineral interest in said acreage.

Enclosed for your review and execution is an AFE in the amount of $820,000 to drill, complete
and equip the Well. If you elect to participate in the drilling of the Well, please execute and
return the AFE to the undersigned by October 1, 1995. Upon Meridian’s receipt of said AFE,
Meridian and the Biedenhorns will enter into a mutually-acceptable joint Operating Agreement
using AAPL form 610 (1982) Joint Operating Agreement which (a) designates Meridian Qil Inc.
as operator, (b) provides in Article VI.B.2. for recoupment of 100%/300%/300% of all well costs
through the wellhead in the event of operations by less than all parties, (c) omits the provision for
the preferential right to purchase, and (d) provides in Article VIL.D.1. for a casingpoint election.
An Exhibit “C” (Accounting Procedure), Exhibit “D” (Insurance Requirements) and Exhibit “E”
(Gas Balancing Agreement) will also be forwarded for your review.

If, however, the Biedenhorns should elect not to participate in the drilling of the Well, Meridian
respectfully requests a farmin of the Biedenhomns’ interests in the E/2 Section 30, said farmin
shall (i) deliver to Meridian an 80% net revenue interest, (ii) require the Well to be spud on or
before November 1, 1995, and (iii) provide for a 180-day continuous development.

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. "A” St,, Bldg. 6, 79705-5406



Mr. Don Wadsworth
September 11, 1995
Page 2

As this well is a wildcat in the Tatum Basin, it is essential that Meridian be delivered no less than
an 80% net revenue interest or the drilling of the Well becomes uneconomic. In the event
Meridian and the Biedenhorns are unable to reach mutually-acceptable farmout terms to provide
for the drilling of the Well by October 1, 1995, please be advised that this proposal will be
scheduled for a compulsory pooling hearing to be held on November 2, 1995,

I will be happy to discuss any issues or questions you may have with respect to this proposal. As
time is of the essence, I will be available to prepare agreements, if necessary, to expedite this
process. You may reach me by phone at (915) 688-6928 or by fax at (915) 688-6010.
Thank you very much for your response.
Very truly yours,
MERIDIAN OIL INC.
S\J/-M -
Leslyn M. Swhierc, CPL
Senior Landman

LMS/cs
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® Phint your name and address on the reverse of this form so that we can fee):
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* Write “’“Return Receipt Requested’’ on the mailpiece below the article number| 2. [J Restricted Delivery

* The Return Receipt will show to whom the article was delivered and the date
Consult postmaster for fee.
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MERIDIAN OIL
July 5, 1995

4

Ms. Betty Osborne
P. O. Box 17968
Houston, Texas 78286

Re:  East Echols Prospect
Section 30: E/2
Lea County, New Mexico
containing 320 acres, more or less

Dear Ms. Osborne:

Meridian Oil Inc. is interested in acquiring an oil and gas lease covering the undivided 4/144ths
mineral interest owned by you in the captioned acreage. The mineral interest in the captioned
acreage stated herein is based upon an examination of the records of Lea County, New Mexico.
Meridian is offering to acquire this lease under the following terms:

Bonus: $40/net acre
Royalty: 1/6th
Primary Term: Five (5) years
Delay Rental: $1.00/acre

The offer detailed herein is subject to verification and delivery of clear title. If you are in
agreement with these terms, please execute the enclosed Oil and Gas Lease and draft, fill in your

.Social Security number and depository bank on the lease and deposit the lease and draft with
your bank for collection.

Thank you in advance for your consideration of this request. If you have any questions or

comments regarding this proposal, please do not hesitate to call me at (915) 688-6928. 1 shall
look forward to your reply.

Very truly yours,

MERIDIAN OIL INC

Senior Lakdman

LMS/cs
Encls.

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-588-6800
3300 N. “A" St., Bldg. 6, 79705-5406
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Racky Mountaln (Regulat)
OIL AND GAS LEASE
RN EY S ST [ W T e e e - - . e . St e
mrsmsunnm;mnmammm 10th. dayot _July 19923 betwsn _Betty Osborne, P. O,
Houston, Texas 78286

a8 Lessor (whether one or more) and

Meridian 011 Inc.. P.0. Box 51810, _Midland TX_79710-1810 as Lessea. Al printed portions of th
mepmyrm(mbovrmnnd'n Lesses, but all ather provisions (including the-compistion of blank spaces) wers prepared ]olnuybyus::un pmpo ons of s ss wore prapard by

| d ;piggn. l)n consideration of & cash bonus In hand paid and the covenants herein contained, Lessor hmby prants axclusively to Lasses the foliowing described iand (uss attachment for
ong descriptions): - HOCT N
BRI IR

T-10-S, R-38-E, N.M.P.M.
Section:30: "Ef2

*Notwithstanding anything contained herein to the contrary, the royalties payable under
Paragraph 4 herein shall be 1/6th instead of the stated 1/8th.

c i b e e o] .
in the County of Lea_ State of ___New Mexico cnmzlnln? 03200 acres, mare or loss (Includ mr interests thereln
which Lessor may hereafter wquira reversion, prescription or otherwise), for the purposs of exploring for, develoging, producing and marketing ol and gas alon v?\‘?n all hydrocarbon and
nonhydrocarbon, substances gzdtt In agsaciation therewith, The term "'gas’” as used heraln Includes hellum, cacbon diaxide and ather cammercial gases, as we!l as hydrocarbon gases. In
add on' Y9 the stiove-déstritied-land:’ this' lease'ulso covers acerstions' and lnzntmal ps or parcels of land now or hersafter owned by Lessor which are contiguous of adjacent to the
pdnnd, (;nd,hponsldam mg .0bthe.aforsmentioned cash,banus, Cegsar agrees to execv.m at Lessee&mquest any addftional or supplementa!» instruments jor.a more complats o

aocume

2. Tam ghall be In foru for 1 rimary tarm of Eve ( “}uars from tne dm herenf and 1of as |on memﬂer as onl or gas or omer substances umred here are
producsd " L“’nd' qutn{g” romi‘the 1eased pren\!ges of from larids pooled thérewith or this lsass is otherwiss’ maintained ingeﬂect pursuant to the provisions hereof. by

3. Rental Paymant. if on or befors the first anniversary date hereof operations for the dnllint? of a well for oll or gas or other substances covered harsby have not been commenced on the
{sased. prernises or land pooied- therswith;-or-if there then-is no- produetion-in -paying quann es from the Isased premises or fand pooled therewith, than subject to Paragraph 5 below this

lsase shall terminats as to both panm uniess Lesses on or befors that date pays to Lessor or to Lassor's credit-in the
Bankat o o orts successors, which shall bs Lessor's depository agent for receiving payments regardiess of changes In the

ownersnip of said land, the sum of s..lZ.Q;.QD___ as rental covering the privilege of deferring the commencement of operations for the drilling of 2 well for a perlod of twelve
nths from ula date. In ke manner and upon like payments, the commencement of operations for; the drilling of a weil may be further defarred for one or mare twieve-month
penmdu ng:the torm of this lease. All ents may be- mad check or draft mailed or dellverad on or-before the rental payment date. iIf the depository bank should liquidate or be
k, or for any reason fail of refuse to accs, payment hereundar, Lassee shall nat be held in detault for failurs to make such unless Lessor has delivered

recordable Instrument naming anather bank a8 eposttory agent to recelve payments and Lasses has failed to make such payment within 60 days after receipt of such notics.

it lm%m bopus, eon:ldmtlon rst recited above covers not only the right to defer drilling durin 3 the first year of this lease, but also afl subsequent dmmls of drilling as
ong'

afo 1 other: rights 'of Uesse# hareunder, If an or before any rantal payment dats Lesses n good falth makes an srroneous mml rson, the
Wwro! nh.? dnposﬂory. of the wrong amount, Lesses shall be unconditionally obligatad to make pm?er renm ent for the gss involved and this leasa shatt co nus in mea as ugh such
Mgmpony made, prwlded that proper rental payment shall be mada within 30 days mlpt by 1 of wnmn notica of tne error from Lessor, awompanie by any
documents m oﬂnp snable:Lassee t0- make:proper payment.: .. ..

4’ Royally Plymﬁl. 8 o1 I, m othar :ubmm productd ‘i Saved Hersunider shall be pald by (Bsse8 15 Lessor i Tollows: (a) For ofl and other iiquid nydrocarbons
'"' m B-97th g ueh podicton, I b devered st Lssesopton. Lessa 1 e welhag o oh and et Dld ytocat 3 sepued
m eonﬂnulna rchase such production at the-weilhead market price then prevalling in the same or nearest fisid !or producﬁon
of slmllar gndo lnd s (b) For 'gu (Indudlng casinghead pas) r substances eovered hersdy, the roy:ny al bs one-eighth of the proceeds realized by Lesses from the sale
thereof, less denvurlng compressing, processing or otharwiss maki n? such gas or other substancs merchantable, provided m:t Lessee
ahait have B ; mmpmumn produ n mno revaling "wellhead" ma pneo d for producﬂon of mllu quallty in the same or nearest fisid pursuant to comparable
L L T AR G T L S P T S T R
udin as ead pas, r n mm o r n
poolodcﬂtho s ° m 4 sia malntained in uffect. such well shall nevertheless gg t:on.'.lt:um‘féJ as though It were producing gas in
paﬁnq quanﬂtlu for tno tnls lase whathor durlng or aﬂar tno primary term, if Lesses pays shut-in royaity of One Dollar per acrs then covered by this lease, such
payment to be made &,ssor or to Lassor'u credit In the deposnory bank designated above, on or before the next ensuing anniversary date of this lease, or within 90 days aftar such

lve mom on of befors each anniversary date hareof while the well Is shut-In or production therefrom Is not being sold ar purchased by Lesses or royalties on production
!ahn.nrm;s;‘ry m'r?btmm .being paid-toitessor..For the-purpase-of calculating shut-in royalties, the number of; lease acres described in Paragraph 1 shall ba deemed correct, whether actually
more or less.

E' tlm. If Lessen drills a well In o of producing In paylng quantith fter ulled "d hole") on the Isased pramises or lands pooled therewith, or f production In paying
qu csases from any gp;gl then in the o\qle tm g{&arw'}sa mEf orce shall neeennchss remain lmom if Lesses eomnnnmp 0 opn‘sy(for
a.n cxisﬂnu \M or for dmung an additional well on m leased pmn(ses or lands | pooled memdtn in 90 days after eompm!on of openﬂons on such dry hols or 90 days
Mon uction,-of; the: leags be. &nnmy ferm,- if- Lasses pays rental on or bﬂom the next rental payment ) next mulng fter the expiration of
mma shouid completion of opmdom on the dry hols or mution of production occur less than 80 days before m lm ate, no rental payments of
be required to mtnuln this fease for the remalndof of the primary term, It 1t the end of the primary term or st any tims ﬁnm this Iuso is not ctherwiss being
malnnlm In forcs; it-shall nevertheless in-in force 28 fong as lesses, without sn Interruption of more than 90 consecutive dtr gages in drilling, mmndng ot any-other operations
reasonably caicutated to obtln or resto! roducﬁon on the lsased premises or iands pooled therewith, and, If such oparations rasult In the production of 0l or gas or other substances coversd

hersby, a8 long thersafter as thers is p duction in paying quantties.

6. Pooling. Lesses shall have the right but not the obfigation to pool ait or pan oi {he leased premises or lmerest tmreln with any othar lands or interests, as t0 any or al! dcpths ot zones, and
as to olt or gas or both, sither befors or aﬁnr the commeancement of production, whenever Lesses desms it ot propef 1o do so in order to pmdenﬁy Gevelop or opcmc the leased
premises, whisther or not similar pooting exists with raspact 10 such-other lands or interests. The unit formed zy such pooling for an oit well shall not exceed 40 acres pius a maximum
acreage tolerance of 10%, and for a gas well shall not axcesd 640 acres dplus a maximym acreage tolerance of 10%, except that larger units may ba formed for oll wells or gas wells to conform
1o any well spzdng or dens pattern that be prescribed or permitted by any governmental authority havin urisdiction. To excrdse its pooling rights hereunder, Lessee shall file of record a
written ‘declaration dm:dblnﬁm 'unn and stating the effective date of pooling. Production, drilling or- reworking:qpetations-anywhars on a unit which includes all or any part ol the leased
premises shall be treated as if it were production, dnmnq or mworklng oparations on ma lsased premises, except that the production on which Lessor’s royalty is calculated shall be that
proportion of the total unit production produced and saved which the nst acreage covered by this lease and lndudcd in the unit bears to the total gross acrsage in the unit. Pooling in one or
mére:instances shalt not exiausy Lesses's”pooling fights hareunder, -and Lessee ghall have- tha recurring right butinot.tha obligation to' revise unit formed hersundar by axpanslon or
contractioavot Dot sithat:before;or after- eommeneomsm of production “in order.to; conform 1o the wel} spadnc o:-de pattam prescrided %ﬂnd qovemmom:l autho
jurlsdlctlon or to conform to productive acraage determination made by such governmental authority. In making such a revision, Lassae shan file of record a written declaration dascnblng
tha ravised’ date of revision, To the extent lny portion of the leased premises lndudad n or exciuded from the unit by virtue of such mlslon the prupomon ot uni

dn'on mm hareunder shalkthersaiter:be adjusted:actomdingly. Inthe absanice:of produttion:in paying quantites from s-unR; or‘U thereot,
Eum m of tecord 2 written' dodamlan!dmn Ae unit and stating the date of termination, The restrictidns and: roqulnmams’of eonﬂw‘ -$hall not appl
tor bofnpu poonarof ‘ected: by operation of. lxorw gny’ ovommontxl mnonty hawnﬂunsdlcﬂon bur an 'mnar rnfmnces fo poonnq tﬁls‘bm shall
Include Mzam ry’poollnquwenu poonng aﬂectad under this Paragraph:6,<:-r: e - SO T

Lagsorowns itheiientirs and ;undivided: mineral iestate: Inthe. above-described iang: or: ortionthersof, the royalties; shit-in royalties and rentals herein
7ravtdeﬂhu““” Imnmg&m’ uumw%nMI Lessor's:intarest badrs to the:whole and undivided mineral mw pln u!d llnd of pomnn mmof Any Intmst prbducﬂqn from
Srewhich the mmmo lublocr. shall.be dedunted: frony the. mymy hersinreserved. 4 S

1
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u ‘u u. 1;'.‘ rest of 1 Lmor‘ or Lesses hmundermaybtmlqnod devised o omerwlso transferred in whole or ln pa byuumd/orbydoptn 2008, and the rights
m« shatt: lmnd o theirrespective heirs s} dsvisses;: exacutors, administrators, ocoessors: tn&‘mlf o cnango In Lassor's ownarship shall have the
oumhmummdnochm&ln owmrsnlg:qwmn b binding o Lassas un 45:days after Lasssahey wymm&a j

°mm " ' T4 or M“""M rotmdd ofay Parson snd 5 Pee O S oy es M, et O i Lassar herey
W %Mmm&.mw gma:m' st any me’two'ot mote Sroentitied to rentals or'sht-in' toyatties hiredndét-Lasses
rgﬂf maama wdml mdlf ry:bank, ennermnym mrommm inmmmhmm 11-Ta8d08 aristers
m{ mthuwnduhwhohm”rn bonllmdohl obligetions mfteranslngvdmfnspea the transferred and fallure of transferee to satisly such oblipations
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Aucllls : . producing and marketing of, g2s and othar substances coversd hersby on the lezsed premises of lands poolad of uniized therewith, n

o L i e 1 Lt o ek P s
m. L] (] L] "’ L] L] U

iy Mmm ""M&"&?‘ other faciltes to discover, produce, store, treat andor m]s_g.on production, Lesses may use In such mm' tres of cost, any

ramises, excapt water from Lessor's wells or ponds. The right.of ingress and egress granted he
leasad premises releass of other termination affecting any ggnion thersof. When requested by Lassor in % Ig

o rovements the leasad premises mdtoﬂmw:ln\dmwwlng mom??w&ﬁ“m"fuﬁﬁ"‘ma time mgwoul‘g. res ul'%mmmm Including
W ng, from the Rased premises during the tarm of this lease og within :rr.gonablo time thereaftar, o sy 0P '

11, Regulstion and Delay. Lessee's abligations under this lease, whether express or Imptisd, shall be subject to all applicable laws, rulss, requiations and orders of any governmental
authority having jurisdiction, lndmu% ctions on the drilling and production of wells and the price of oil, gas and other substances covered hersby. When drilllng, reworking, production or
other operations are preventad, impeded or delayed by such laws, rules, regulations or orders, or by inabiitty to obtain oqulfmom. services, material, water, slsctricity, fusl, access or
eassments, or by fire, flood, war, re , insurrection, riot, strike or labor disputes, or b{’lnabllny to obtain a satisfactory market for production or fallure of purchasers or carriers to taks or
transport such production, Or by any other cause not rsasonably within Lassse's control, this Isass shall not tarminats bacause of such prevention or delay, nor shall Lesses be liable for breach
of any express or implied covenant, and, at Lesses's option, the period of such pravention or dslay shall be added to the term hereof,

12. Brasch or Dsfsult. No Iitigation shall be Initiated by Lassor with respect to any breach or default by Lesses hereunder, for a period of at least 50 days atter Lessor has given Lesses written
notice fully describing the breach or default, and then only if Lessee tails to remedy the breach or default within such period. in the event the matter Is uﬂﬁ:.tud and there is a final judicial
determination that a brsach or default has occurred, this lease shall not ba forfeited or cancslied in whois or In part unless Lessee is given a reasonable tims alter said judicial determination to
remedy the breach or default and Lessee falls to remedy sald breach or default. This Paragraph 12 shall not apply to the matters covered In Paragraph 3 hereot,

13, Warranty of Titls, Lessor hereby warrants and agress to defend Lasses's title hereunder, and aﬁrees that Lessee at Lasses’s option may ?oay and discharge any taxss, mortgages or llens

existing, levied or assassed on or against the leased premises. If it exarcises such option, Lesses shall be subrogated to the rights of the party to whom payment Is made and, in addition to its

other rights, may relmburse itself out of any rentals, royaities or shut-in royalties otherwise payabls to Lessor hereunder. In the event Lesses is made awars of l.(r:l‘y claim Inconsistent with

3&80!'8 }mc. Lesses may suspend the payment of rentals, royalties and shut-in royalties hereunder until Lesses has been furnished satisfactory evidenca that such clalm has been resolved in
ssor's favor,

IN WITNESS WHEREOQF, this lease Is executed to be affective as of the dats first written above, but qpon' exacution shall be binding on the signatory and the signatory’s helrs, devisees,
executors, administrators, successors and assigns, whether or not this lease has been exscuted by all parties herelnabove named as Lessor.

g
g
|
|
i

i
g
i
8
3
i
g
g
2

WITNESSES AND/OR ATTESTATION: ’ LESSOR (WHETHER ONE OR MORE)

Betty Osborne
§S#:

ACKNOWLEDGEMENTS

For use in Rocky Mountaln States (Arizona, Colorado, 1daho, Montana, New Mexico, North Dakata, South Dakota, Wyoming, Utah)

State of __L€X38

. _ } INDIVIDUAL
County of Harris

Before me, the undersigned Notary Public, personally sppeared . BELtY Osborme

knovm to me to be the person or persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes therein set forth.

Given under my hand and sea! of otfice on this day of 1999
My Commisslon Expires: .
d Bxp Nntary_ Public
State of
} INDIVIDUAL
County of .

Befors me, the undersigned Notary Public, personally appearsd

known to me to be the person or persons whose names are subscribed to the foregoing instrument, and acknowiedged to me that they executed the same for the purposs tharein set forth,

Given under my hand and seal of offica on this day of 18

My Commission Expires:
Notary Public
State of
} CORPQRATE

County ot

Betors me, the undersigned Notary Public, personally appeared
known to ma to be the person whose name Is subscribed to the foregoing instrument and known to me to be of

a corporation, and acknowledged to me that hs or she executed the same as the act of sald corporation for ths purposes
therein set forth.

Given under my hand and seal of office on this day of , 18

My Commission Expires:
y Bxp Notary Public

RECORDING INFORMATION

State of

County of }

This instrument was filed for record on the day of 19 at o’clock, M., and
duly recorded In Book Page of the __ records of this office.

By {Deputy)
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Fleet Family Mineral Properties
4332 Livingston Avenue

Dallas, Texas 76206

(214) 622-6003

(214) 621-0016 Fax

10/04/95
Telelax ilessage
To: Leslyn M. Swierc, CPL, Senior Landman
Meridian Qil Inc.
From: John J. Fleet, I
Re: Form of Farmout and Lease
Dear Lesiyn:

Here is our “Standard” Fannmout and Oil and'Gas Lease form.

Of course, any Farmout we agiree upon would be changed to be specitic to
our agreement.

Sincerely,

Joupitir®

John J. Fleet, Il

Fleet Family Mineral Properties
P.O. Box 25028

Dallas, Texas 75225-1028

(214) 522-5003

Fax: (214) 521-0016

Emril: jolnflest@delphi.com

BEFORE THE
OIL CONSERVATION DIVISION
Case No. 11417 Exhibit No.
Submitted By:
MERIDIAN OIL, INC.
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Faomout Agreement

10/04/95

Eberly & Meade, Inc.
Attn: Susan Brown, Landaranager
One Grend Park, Suite 210
777 Northwest Grend Boulevard
Oklahoma City, OK 73118
Re: HA. Gage #6 Farm FO288 (114)
NE/4 NE/4 and B/2 NW/4 NE/4 of 31-3N-1W
Garvin County, Oklahorua.
Dear Ms. Brown:

We have been advised of your explonation plans by Maurice Whitteniberg of Palo Duro Land Company. Ialso
note that we have made 8 Farroout Agreement with you in the past on this tract. We are pleased to support
your proposed axploration by again offering our Fermout undcr the following tarms and conditions:

1. Ebedy & Meade, Inc., hereinsfter known as EM, agrees to drill a test well within six (6) months of the
date heroof, on the above captioned tract, or upon & drilling end spacing unit in which the above captioned
acreage will be included under the Rules and Regulations of the Oklahoma Corporation Corrarussion, and
prosecute the drilling thereof in 2 diligent and workmanlike manner at EM's sole cost, risk, expense, and
lisbility, to 2 depth of approximately 5,700 to test the Deese Formation, in a good faith effort to establish
cotnmereial production of oil and/or gas.

2. EM shall fumnish vs with ell information pertaiming to the drillmg, testing and completing of all wells
drilled on the above captioned tract, or upon ary umit oo which the above captioned acreage has been placed,
including daily érilling reports, a copy of all drill stem tests or other formation testing data, a copy of all well
logs, completion reports, and production reports covering runs from the tune of first production, 2l reports to
be mailed as set out below:, and we shall have access to the derrick floor and the lease &t all times.

Reports and Well Infogmation Mailed w0 Each of the Following;

A John J. Fleet, I, P.O. Box 25028, Dallas, Texas 75225-1028
(214) 522-5003, FAX (214) 521-0016 -

B. Alice J, Dickey, 7608 N. Shadow Mtn., Paradise Valley, AZ 85253
(602) 991-0150, FAX (602) 445-8724

3. Upon completion of said test well as above provided, and es a well capable of producing conmmercial
quantitics of o1l and/or gas, and upon written request within thirty (30) days of the filing of the completion
report with the Oklahora Corporation Commmssion, we will deliver to EM an Oil and Gas Lease on the form
that is attached hereto and made a part hereof, providing for the payment of a 1/4 royalty to Lessors as
consideration therefore, covering the drilling and spacing unit upon which the producing well is located.

4. If EM's imtial test well on the sbove captioned Farmowut acreage 18 not commenced, tested and completed ss
herein provided, this agreement shall become null and void and without further obligation on either party.

5. This Farmout Agreement covers, without warranty of title, the unleased irterests of John J. Flect, Jolm J.
Flect, L and Alice J. Dickey, to the extent that either of them own an intcrest m the property covered by this
Farmout Agreement. This agreement may be signed in counterpart.

6. Payment made to Lessors hereunder for oil md/or gas produced hercfrom shall be made direct to Lessors
by the original purchaser under division orders executed by said Lessors.
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7. This Agreement smay not be amended, extended or assigned, in whole or in part, without the specific
written approval of the parties hereto.

If the terms and conditions of this Farmout are accepteble to you, please agnﬁ'yom'aecepm:oehdeofby
signing in the space provided below and returning one fully executed cop'ytoJolm J. Fleet in Dallas, and one
copy to Alice J. Dickey in Arizona, within twenty (20) days of your receipt hegeof.

Sincerely,
Johm J. Fleet
Jobm J. Fleet, I
Alice J. Dickey
JIF I/ sw
The Above Frrmout Agreement is Agreed To and Accepted on this day of 195 .

Eberly and Meade, Inc..

By,

Title

PAGE

< Vs
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FLEET FAMILY OIL & GAS LEASE Farm: H.A, Gage #6 Farm FO288 (114)
AGREEMENT, Made and entered into this dsy of ,199 by and between

John J. Fleet, and John J. Fleet, II, P.O. Box 25028, Dallas, Texas 75225-1028, and Alice J. Dickey, 7608 N.
Shadow Mn, Road, Paradisc Valley, Arizona §5253, Parties of the first part, hereinafter called Lessor,
whether one or more, and Eberly & Meade, Inc., One grand Park, Suite 210, 777 N'W. Grand Blvd,,
Oklahoma City, OK 73118, Party of the second part, hereinafter called Lessee,

WITNESSETH, That the said Lessor, for and in consideration of Ten (§10.00) Dollars, cash in hand paid,
receipt of which ts hereby acknowledged and of the covenants and agreerents hereinafter contamed on the
part of Lessee to be paid, kept and performed, has granted, demised, leased and let and by these presents does
grant, demise lease and let unto the said Lessee, for the sole and only purpose of exploring by geophysical and
other wethods, mining and operating for oil (including but not limited to distillate and condensate), gas
(including casinghead gas and helium and all other constituents), and for laying pipe lincs, and building tanks,
power stations and struchires thereon, to produce, save and take care of said products, all that certain tract of
land, together with any reversionary rights therein, situated m the County of Seminole, State of Oklahoma,
described as follows, to-wit:

Description: Nertheast Quarter of the Northeast Quarter QNE/4 NE/4) and East One-Half of the
Northwest Quarter of the Northeast Quarter (£/2 NW/4 NE/4) of Section 31,
Township 3 Narth, Range 1 West, containmg 60 acres, more or less.

It is agreed that this lease shall rermam in force for a term of One (1) Year from the date hereof (herein called
Primary Term) and 2s Iong thereafler as oil or gas, orciﬂ:erofthem,isp‘oduc_edﬁ'omseidlmdbythelm.

In consideration of the premmses the said Lessee covenants and agrees:

To deliver to the credit of Lessor free of cost, in the pipe line to which it may cormect its wells, the one-fourth
(1/4th) part of all o1l (including but nex lirited to condensate and distillate) produced and saved from the
leased premises.

To pay Lessor for gas of whatsoever nature or kind (with all of ite constituents) produced and sold or used off -
the Jeased premiscs, or used in the manufacture of products therefrom, one-fourth (1/4th) of the grose proceeds
received for the gas sold, used off the premises, or in the manufacture of products therefrom, but in no event
‘more than one-fourth (1/4th) of the ectual amount received by the Lesses, s2id payments to be made monthly.
During anty period (whether before or after expiration of the Primary Term hereof) when gas is not being sold
or used and the well or wells are shut in and there is no crorent production of oil or operations on said leased
premises sufficient to keep this lease in force, Lassee shall pay o tender e royalty of Ten Dellars ($10.00) per
year per net royalty acre retsined hereunder, such payment or tender 1o be made on or before the anmiversary
date of this lease next ensuing after the expirstion of ninety (90) days from the date such well is shut in and
thercafter on the symiversary datc of this lease during the period such well is shut in, to the royalty owners.
When such payment is made it will be considered that gzs is being produced within the meaning of the entire
lease. Lessor shall have the privilege at his risk and expense of using gas from any well on the leased premises

for stoves and inside lights m the principal dwelling thereon out of any surplus gas not needed for operations
hereunder.

To pay Lessor for gas produced from arty oil wells and used off the premiscs, or for the manufacture of
casinghread gasoline or dry commercial gas, one-fourth (1/4th) of the gross proceeds, at the mouth of the well,
reccived by Lessce for the gas during the time such gas shell be used, said payments to be made monthly.



0OCT-94-95 12:43 FROM:JET INFO SYSTEMS - DALLAS ID:2145210@016 PAGE s5/7

To deliver to Lessor at its address as set ozt above a copy of all logs, core reports, formation tests, completion
reports and plugging reports as filed with the Oklahoma Corporation Commission with respect to any well
drilled on these premises and it is understood that Lessor shall have the right of access to all operations
conducted hereunder.

The Lessor shall have the right to take its production in kind or scperately dispose of its proportionate share of
all oil mnd gas produced from these premises. Each Lessor shall exceute such division orders and contracts as
may be necessary for the salc of its interest in production from these premuises and each Lessor shall be
entitled to receive payment dircet from the purchaser thereof for its share of ail production

If the Lessee shall commence to drill a well or commence reworkmsg operations on an existing well within the
term of this lease or any extension thereof, or on acreage pooled therewith, the Lessce shall have the right to
drill such well to complction or complete reworking operations with reasonable diligence and dispatch, and if
oil or gas, or either of them, be found in paying quantilies, this lease shall continue and be in force with like
cffect as if such well had been completad within the tenm of years first mentioned.

This Lease shall be limited in depth from the surface to the base of the deepest formation encountered in the
first wel] drilled on the above land, or upon amy land with which this Lease is pooled or consolidated by Order
of the Oklshorna Corporetion Commission. Three (3) years after the end of the primery term of this Lease, the
same shall terminata as to all formations except the formation or formations which are actuslly producing oil
or gas or either of them in commercial quantities; Three (3) years after the end of the primary term of this
Lease, the same shall termoimate as to all undeveloped locations. A "developed” locstion shall consist of the
geceraphical ten (10) acres upon which a producing well is: located, or if drilling and spacing units have been
established by Order of the Oklahoma Corporation Comrnission, then a developed location shall consist of the
drilling and spacing unit upon which each producing well is located.

Lessee is hersby granted the right at any time and from time to time to unitize the leased premises or sy
portion or portions thereof for the production of ol or gas or either of them. However, no unit for the
production primarily of oil shall embrace more than 40 acres, of for the production prinvarily of gas, with or
without distillate, more than 160 seres; provided that if any governmental regulation shall prescribe a spacing
pettem for the development of the field or allocate 2 producing allowable based on acreage per well, then any
such unit may embrace as ruch additional acreage as may be so prescribed or as may be used in such
allocation or allowable. Operations upon and production from the unit shall be treated as if such operations
were upon or such production were from the Jeased premises whether or not the well or wells are located
thereon. The entire 2creage within a unit shall be treated for all purposes as if it were covered by and included
in this lease except that the royalty on production from the unit shall b as below provided, and except that in
calculating the amount of any shut-in gas royalties, only the part of the screage originally leased end then
actually embraced by this lease shall be counted. In respect to production from the unit, Lessec shall pay
Lessor only such proportion of the royalties stipulated hercin as the amount of his acreage pleced in the unit,
or his royelty interest therein on an acreage basis bears to the total acreage in the wmt.

1f said Lessor owns a less interest in the above described land than the entire and undivided fee simple estate
thercin. then the royalties herein provided shall be paid to Lessor only i the proportion which its interest
bears to the whole and undivided fee. Lessee shall have the right to use, free of cost, gas, oil and water
produced on said land for its operations thereon, except water from wells of Lussor. When requested by the
Lessor, Lesgee shall bury his pipelines below plow depth. Lessee shall pay for all damages caused by its
operations to growig crops on said land. Lessec shall have the right at any time to remove all machinery an
fixtures placed on said premises, including the night to draw and rerove casing, -

If the estate of either party hereto is assigned, and the privilege of assigning in whole or in part 1s expressly
allowed, the covenants hereof shall extand 1o their heirs, executors, administrators, successars or assigns,
However, no change or division in owrership of the land or royalties shell enlarge the obligations or diminish
the rights of Lessee. No change in the ownership of the land or royalties shall be binding on the Lessee until
after the Lessee has been furnished with e written transfer or assicnment or 2 true copy thereof. In case Lessee
assigns this Lease, in whole or in part, Lesses shall be relieved of all obligations with respect to the assigned
portion or portions arising subsequent to the date of assigmment.
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All express or implied covenants of this lease shall be subject to all Federal and State laws, Executive Orders,
Rulesdeeg&ﬂations,nndﬂﬁslmes}wllnotbemminated,inw}wleorhpm.mrlmheldliablcin
dsmages, for failure to comply therewith, if compliance is prevented by, or such failure is the result of any
such Law, Order, Rule or Regulation.

This Lease shall be effective as to each Lessor on execution hereof as to his or her biterest and shall be
binding on those signing, notwithstanding some of the Lessors above named may not join in the execution
hereof The word "Lessor” or "Lessors® as used in this Lease means the party or patties who execute this Lease
as Lessors, afthough not nzmed above.

Lessee and his heirs and assigns shall be liable for, and shall exonerate, indemmify and defend Lessor and its
sucsessors in title, and all surface owners and surface renters of lands to which this o1l and gas lease pertains,
aganist anty and all claims, losses, damages and costs including response costs, arising from any scts or
omissions pertaining to activities or operations of Lessee, its employees, representatives, agents, invitess,
guasts or contractors, and any and ell expenses connected therewith (including, without limitation, attorney’s
foos). Such lisbility, exoneration and indemmification shall, without limitation, (1) cover bodily injury, death,
damage to property or natural resources, and compliance with all legal obligations (includmg, without
Jimitation, any govemmental order, directive or demand to test for, monitor, elean-up, remove, contsin, treat,
detoxify or neturalize any pollutants or to conduct any corrective action and to undertake any response,
removal or semedial activity, and to pay the costs thereof), erising from any presence, treatement, storage,
disposal, dispersal, discharge, release or escape of hydrocarbons, chlorides, gas vapors o other irritants, ot
contaminants, pollutants, hazardous material, hazardous substance or waste, chemical waste, or any other
toxic substance, or oil or gas or fractions thereof even if not considered hydrocarbons, and any spillage
therefrom, and (2) be doemed  continuing lisbility, exoneration and indemnification, without limitation of
duration. that shall survive the expiration or tormirmtion of this lease and of the activitics and operations of
Lease, and shall apply after discovery of conditions and matters that were not actually discovered prior to such
expiration of termination of the lease.

L&eemyatmytimemd&mnﬁmewﬁmemmxder&ﬂsLéscuwmypm«pﬂtsofﬁxc]eased
premuses by delivering or mailing = release thereof to Lessor, or by placing a release of record i the proper
County and furnishing Lessor a true copy thereof. C

Lessor hereby agrees that the Lessee shall have the right at any time to redecm for Lessor by payment any
InoTtgages, taxes or other liens on the sbove described lands, in the event of defat of payment by Lessor, and
be subrogated to the rights of the holder thereof.

N TESTIMONY WHEREOF, we sign this the day of 199 . )

John J. Flest

John J. FleetI

Alice J, Dickey

State of Texas, County of Dallas, ss:
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Before me, the undersigned, a Notary Public in and for seid County and State onthis ____ day of

, 199 _, personally appeared Johm J. Fleet, to me known tobethudmncalpersonwho
executed the within and foregoing instrument end acknowledged to me that he executed the same as his free
and voluntary act and deed for the uses and puposes therein set forth.
Given under roy hand and seal of office the day and year last above written.

My Commission Expires

Notary Public

State of Texas, County of Dallas, ss:

Before me, the undersigned, a Notary Public in and for sa:d County and State onthis ___ day of

, 198, perscmally appeared John J. Fleet, II, to me known to be the identical person who
execu:tedthcth}unmdforegmngmsmentmdacbwwledgcdlomenhatheexecu&dﬁmsamcaslnsfree
and voluntary act and deed for the uses and purposes thercin set forth.

Given under my hand and seal of office the day and year last above written.

My Commmission Expires

Notary Public

State of Arizona, County of Maricopa, ss:
Before me, the undersigned, a Notary Public in and for said County and State on this day of

199, personally appeared Alice J. Dickey, to me known to be the identical person who
executed the within mnd foregoing instrument and acknowledged to me that she executod the same as her free
and voluntary act and deed for the uses and purposes therein set forth.
Given under my hand and seal of office the day and year last above written.

My Commmission Expires

Notary Public

777



From: John J. Fleet, | To: Fax#1-915-688-6010 Date: 10/3/95 Time: 10:34:12 Page 1 of 1

Fleet Family Mineral Properties
4332 Livingston Avenue

Dallas, Texas 76206

(214) 622-5003

(214) 621-0016 Fax

10/03/96

Telelax Miessage

To: Leslyn M. Swierc, CPL, Senior Landman
Meridian Qil Inc.

From: John J. Fleet, II
Re: K. C. Bates #1, NMR-112(714)
E/2 30-10S-38E, Lea Co, NM

Dear Mr. Swierc:

| am in receipt of a copy of your fax to my Cousin, AJ Dickey in Arizona,
with respect to the above captioned acerage.

| would be glad to support your intended exploration with our Farmout,
where a commercial well will earn a restricted Qil and Gas Lease, but the
20% royalty is unacceptable. We would require our normal 26%.

Please direct all correspondence for John J. Fleet to the above address.

Thanks.

P ORINC

John J. Fleet, Il
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MERIDIJAN OIL

September 11, 1995

Ms. Alice J. Dickey

Mr. John J. Fleet

c/o Alice J. Dickey

7608 B. Shadow Mountain
Paradise Valley, Arizona 85253

Re:  Well Proposal - East Echols Prospect
Aunt Lula 30 #1
1980 FSL & 660' FEL Section 30
T-10-S, R-38-E
Lea County, New Mexico

Dear Ms. Dickey:

Meridian Qil Inc. (“Meridian”) hereby proposes the drilling of the Aunt Lula “30” #1 (the
“Well”), a 9,900' Wolfcamp test located in the E/2 Section 30, T-10-S, R-38-E, Lea County, New
Mexico, to be spud in October, 1995. Our records indicate that Alice J. Dickey (“Dickey™) owns
a 1/16th mineral interest and John J. Fleet (“Fleet) owns a 1/24th mineral interest in said acreage.

Enclosed for your review and execution is an AFE in the amount of $820,000 to drill, complete
and equip the Well. If you elect to participate in the drilling of the Well, please execute and
return the AFE to the undersigned by October 1, 1995. Upon Meridian’s receipt of said AFE,
Meridian and Dickey and Fleet will enter into a mutually-acceptable joint Operating Agreement
using AAPL form 610 (1982) Joint Operating Agreement which (a) designates Meridian Qil Inc.
as operator, (b) provides in Article VI.B.2. for recoupment of 100%/300%/300% of all well costs
through the wellhead in the event of operations by less than all parties, (c) omits the provision for
the preferential right to purchase, and (d) provides in Article VIL.D.1. for a casingpoint election.
An Exhibit “C” (Accounting Procedure), Exhibit “D” (Insurance Requirements) and Exhibit “E”
(Gas Balancing Agreement) will also be forwarded for your review.

If, however, Dickey and Fleet should elect not to participate in the drilling of the Well, Meridian
respectfully requests a farmin of Dickey’s and Fleet’s interests in the E/2 Section 30, said farmin
shall (i) deliver to Meridian an 80% net revenue interest, (ii) require the Well to be spud on or
before November 1, 1995, and (iii) will provide for a 180-day continuous development.

As this well is a wildcat in the Tatum Basin, it is essential that Meridian be delivered no less than
an 80% net revenue interest or the drilling of the Well becomes uneconomic. In the event
Meridian and Dickey and Fleet are unable to reach mutually acceptable farmout terms to provide
for the drilling of the Well by October 1, 1995, please be advised that this proposal will be
scheduled for a compulsory pooling hearing to be held on November 2, 1995.

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. "A" St., Bldg. 6. 79705-5406



Ms. Alice J. Dickey
Mr. John J. Fleet
September 11, 1995
Page 2

I will be happy to discuss any issues or questions you may have with respect to this proposal. As
time is of the essence, I will be available to prepare agreements, if necessary, to expedite this
process. You may reach me by phone at (915) 688-6928 or by fax at (915) 688-6010.

Thank you very much for your response.
Very truly yours,

MERIDIAN OIL INC.

gﬂm -
Leslyn M. Swierc, CPL

Senior Landman

LMS/cs
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MERIDIAN OIL

July 5, 1995

Mr. John J. Fleet

c/o Ms. Alice J. Dickey

7608-B Shadow Mountain
Paradise Valley, Arizona 85253

Re:  East Echols Prospect
Section 30: E/2
Lea County, New Mexico
containing 320 acres, more or less

Dear Mr. Fleet:

Meridian Oil Inc. is interested in acquiring an oil and gas lease covering the undivided 1/24th
mineral interest owned by you in the captioned acreage. The mineral interest in the captioned
acreage stated herein is based upon an examination of the records of Lea County, New Mexico.
Meridian is offering to acquire this lease under the following terms:

Bonus: $40/net acre
Royalty: 1/6th
Primary Term: Five (5) years
Delay Rental: $1.00/acre

The offer detailed herein is subject to verification and delivery of clear title. If you are in
agreement with these terms, please execute the enclosed Oil and Gas Lease and draft, fill in your

Social Security number and depository bank on the lease and deposit the lease and draft with
your bank for collection.

Thank you in advance for your consideration of this request. If you have any questions or

comments regarding this proposal, please do not hesitate to call me at (915) 688-6928. 1 shall
look forward to your reply.

Very truly yours,

MERIDIAN OIL .
AL

Leglyn M{Bwierc, CPL

Senior Lakdman

LMS/cs
Encls.

P.0. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. “A” St., Bldg. 6, 79705-5406
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Producers 88
RockyHountaln (Regular)

OIL AND GAS LEASE

THIS LEASEAGREEMENT /s, ruade 5.9t the .10t h . gayof . July
7608-B Shadow Mountain, Paradise Valley, Arizona 85253

1995 somm__John J. Fleet, c/o alice J. Dickey,

(ORI fy T S e s e e e e

. as Lessor (whether one or more} and

ﬁﬁlman_oiuu&_ﬂo&jlﬂlﬂr_ﬂidhnux_m.tlﬂlﬁ_ as Lessee. All printed portions of this lease wers prepared by
the party hersinabove named-as Lesses; but ail other-provisions (including the-completion of blank spaces) were preparad jointly by Lessor and Lessee.

1. Description. In consideration of 2 cash bonus in hand pald and the covenants herein contalned, Lessor hereby grants exclusively to Lessee the following described land (use attachment for
long descriptions): AP P a it it gt
EOG S i
T-10-S, R-38-E, N.M.P.M.
Section 30+ “E/2 -

*Notwithstanding anythitg containeéd herein to the contrary, the royalties payable under
Paragraph 4 herein shall be 1/6th instead of the stated 1/8th.

RSN R ) {'}'?‘ ket T T - ) N Y e R : : h ST Tt

in the County of - Lie& state of —_New Mexico contalnln? 320.0  acres, more or less (including any Interssts therein
which Lessor may hereatter acquire by reversion, prescription or otherwise), for the purpose of exrlorin for, deveioping, producing and marketing oll and gas alonf with all hydrocarbon and
non'rtl{dmwbo_ an, suhstances, g,:gdqw in assoclation therawith. The term “gas. as used herein includes belium, carbon dioxide and ather commercial gases, as well as hydrocarbon gases. In
addition o the ‘above-déscribed-land;! this leasa'also covers accretions: and any small strips or parcels of land now or hereafter owned by Lessor which are-contiguous or adjacent to the
above-described land; and, dn considaration, of the-aforementioned cash.bonus, Lessor agraes to execute.at Lesssa’s.request any additional or supplsmental Instruments for.a more complets or
accurate description of the land so covered. T : ' '

2. Term of Leags. This lsase shall be In force for a primary term of f_i‘.’_e_.(_i%'ears from the date hereof, and for as long thereatter as oil or gas or other substances covered hereby are
produced In paying quantities from:thé-leased premiises or from lands pooled thérewith or this fease Is otherwise maintained in effect pursuant to the provisions hereof.

3. Rental Payment. f on or before the first anniversary date hersof operations for the drilling of a well for il or gas or other substances covered hereby have not been commanced on the
Isased. premises or tand pooied-therewith;-or-if there then-is no- production in paying quantities from the leased premises or land pooled therewith, then subject to Paragraph 5 below this

jease shall terminate as to both parties unless Lessee on or before that date pays to Lessor ;)r 1o Lessor's credit-in the
Bank at o i or its successors, which shall be Lessor's depository agent for receiving payments regardless of changes in the

ownership of said land, the sum of $320.00 a5 rental covering the privilege of deferring the commencement of oreratlons for the drilling of a well for a period of twelve
months from said anniversary date. In liks manner and upon liks payments, the commencement of operations for. the drilling of a well may be further deferred for one or more twieve-month
periods duting.the.primary term of this lease. Al ants may-be-made by-check or draft mailed or delivered on-or-before the rental-payment date, If the deposttory bank-should fiquidate or be
succseded by another bank, or for any reason fall or refuse to accept rental payment hersunder, Lessee shall not be held in default for fallure to make such payment unless Lessor has delivered
1o Lassee 2 proper recordable Instrument naming another bank as depository agent to recelve payments and Lessee has failed to make such payment within 60 days after recaipt of such notice.
it m mwn bgnus,.&gslqaﬂﬂoq, irst racited above covers not only the right to_detat.ddlllnq_,durln the first year of this lease, but also all. subssquent deferrals of drilling as
aforesaid,’ dll‘otherirights-of Liesses hereunder. If on or-before any rental payment date Lessee In good faith makes an erroneous rental payment by aylng} the wrong person, the
wromnf depository, or the wrong amount, Lessee shall be unconditionally obligated to maka proper rental payment for the period involved and this Iase shall continue in effect as though such
rental payment had been property made, provided that proper rental payment shall be made within 30 days after receipt by Lessee of written notice of the error from Lessor, accompanied by any
documents and: gther: evidence nscassary:to.snable Lessee to make:proper payment.. . ., ¢ . Lo 0IT B . L bedie o 0 u o DTATHLT L
4. Aoyalty Payment. Royalties on oll, (48 arid othar sUbstances producéd and saved hereunder shall be pald by Lesses ta Lessor as follows: (a) For oll and other fiquid hydrocarbons separated
a meu%r acilities, 3he royalty shail be ong-siphth of.such production, 1o be deliversd at Lessae’s.option.to Lessor at the.welihead or to Lessor's credit at-the-Lessee's.oil-purchaser's
transpb factl cs,‘urovuiud that  shall hava ths continiing ry;m to purchase such production at the-wellhead market price then prevailing in the same or nearast field for production
of similar grads and grzm (b) For 'gas (including casinghead gas) and all other substances covered hereby, the royalty shall be ane-eighth of the proceeds realized by Lessse from the sale
thareof, less a gggorﬂo part of the costs Incurred by Lassee In delivering, compressing, processiglo or otherwise making such gas or other substancs merchantable, provided that Lessee
shall have thia Tl nmwmmwmuwm ‘production ‘at the prevalling ‘weilhead marxst price paid for production of similar quality in the same or nearest field pursuant to comparable
purchasa contracts entered into on the same or nearest preceding date as the date on which Lesses commances its c%urchasas hereunder; and (c) If a well on the |easehold premises or lands
pooled tharswith Is capable of producing gas (Including casinghead gas) but such wall isseither shut-In or-production therefrom is not being sold or purchased by Lesses or 88 On
production-therefrom-are not-oﬂnmlwbdng? d to.Lessor, and. if this lease Is.not otherwlsé maintained in effect, such well shall nevertheless be considsred as though it were producing gas in
ying quantities for the f:;spou of maintaining this leass, whether during or after the primary term, if Lesses pays shut-in royalty of One Dollar f" acre then covered by this jease, such
payment to bs made to Lessor or to Lessor's credit in the depository bank designated above, on or before the next ensuing anniversary date of this leass, or within 90 days after such
anniversary date, and thereafter on or before each anniversary date hereof while the well is shut-in or production therefrom is not being sold or purchased by Lesses or royalties on production
mmfron? are'nbtotherwise being pald:to:Lessor.sFor the-purpgse-of calculating shut-in royalties, the number of lease acres described in Paragraph 1 shall bs deemed correct, whether actually
more or less.

5. Operations. If Lesses drills a well Incapable of producing in paylnu quanﬁﬂgéénereinaﬂcr called ““dry hole™) on the leased premises or lands pooled therewith, or if production in paying
quantities parmanently ceases from any cause, then In the event this leasa is not.otherwise.being maintained In force it shall nevertheless remain in forcs if Lesses commences operations for
reworking an existing well or for drilling an additional well on the leased premises or lands pooled therewith within 90 days after completion of operations on such dry hole or within 90 days
after such-cessation of production -of; should the-lease be within the primary term, it Lesses pa?'s rantal on or befors the next rental payment date (if any) next snsuing after the expiration of
said 90-day period; ﬁ;'ovldod that should completion of operations on the dry hols or cessation of production occur less than 90 days before the last ren &ayment date, no rental payments or
further operations shall be required to maintain this lease for the remainder of the primary term. If at the end of the primary term or at any time thereafter this lsase Is not otherwise being
maintained i fores, it-shall nevertheless remain in force as long as lessee, without an interruption of more than- 90 consecutive days, engages in drilling, reworking-or any-other operations
reasonably calculated to obtain or restore production on the leased pramises or lands pooled therewith, and, if such aperations result in the production of oil or gas or other substances covared

hereby, &s long thereafter as thers Is production In paying quantities.

6. Pooling. Lesses shall have the right but not the obligation to pool all or part of the leased premises or Interest therein with any other lands or interests, as to any or all depths or zones, and
as to oil of gas or both, either before or after the commencement of production, whenever Lesses deems It necessan‘ of proper to do so in order to prudently develop or operate the leased
pramises, whethar or not simitar poollng'aumohngmdstsvdﬂr rasgactto such-other lands or Interests. The-unit-formed by such pooling for an off well shall not excasd 40°acres plus a maximum
acreage tolerance of 10%, and for a gas well shall not exceed 640 acres dplus: a maximum acreage tolerance of 10%, except that larger units may be formad for oll wells or gas wells to conform
to any well spacing or density pattern that be prescribed or perrnitted by any governmantal authority havln&!udsdlcﬂon. To exercise Its pooling rights hereunder, Lessee shall {lie of record a
writes dieclarationcdescribiagythaionit and stating the stfactive date of pooling. Production, drilling orcreworkingyqnerations-anywhata-on a unit which includes ali or any part of the leased
premisas shall be treated as if It were production, drilling or reworking operations on the leased premises, except that the production on which Lessor's royalty is calculated shall ba that
proportion of the total unit production produced and saved which the net acreage covered by this lease and included In the unit bears to the total gross acreage In the unit. Pooiing In one or
more dnstantesishalt not’ sxtauxy:Lessas'ss pooling rightshersunder, ‘ang-Lesseeshall have: the. recurring-right: but’not the “obligation o' revise any unit formed hereunder by expansion or
contraction/o Bathy altharDetore;o¢ aftsr:commencament:of: production, i prder;to;conform to the well spacing ordensity pattem prescribed:or perrittad by the govemmental authority having
urisdiction, or to conform to a%producﬁve acreage determination made by such govemmantal authority. In making such a revision, Lesses shall file of record a written declaratlon describing
revisath onlt and stating the eftective date of ruvfslon. To the extnt any portion ot tha leasad premises is included in or excluded from the unit by virtus of such revision, the proportion of unit
prodix o’lf!l}‘nMﬂuﬁ%&wmgmlsmndummmumm:ad]ustadJaccorﬁingly:tn‘-tha‘absmca-nfpmducﬁon:ln‘ aying: quantities from-a-unit;- of'ﬂpb'n'?'nm\anem-cisnuo@mamot.
Easm y tormindtethe: anitdy: W of racord a written'declaration:describing;ths unit and stating the dats of termination: Therestrictibns‘and:requirements-vfthis Parag ragh‘ -Shall fiot appl
toswn’rpumwn 0t dnterest-éifacted: by:0 sof daw: o bycorder: of'any)governmental authority:having.jurisdiction; but:all 'ther:references to pobling’ containg “leass shail
lnclude: Such Compulsdry podiing asiwell 3s: g: effected: under. this Paragraphi6. < - . BT o T R N IR G R A S S

7::Lossar litarast) 3 keasor owns<less sthan: the entire-and undivided mineral ‘estate:in"the above-described:iand: or<any portion-thereof, the royalties, shit-in royalties and rentals herein
rovidedshall e mwtmmdnwmgorﬁnn-whlmwrszlnwm bears to the-whole and undivided mineral estate in‘said land-or portion thereof.-Any Interest in the production from
gic"lindlihmin' bed to°which-the intarest-of-Lessor: may be-subject, shall:be:deducted-from the-royalty herelnireserved. = - = oo e e
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8. Ownership Chlw:. The Interest of either Lessor or Lessee hereunder may be assigned, devised or otherwise transferred in whole or In part, by arsa and/or by depth or zone, and the rights

-and-oblifatidng ot tne'Jarties herslnder shall-axtand to:their. heirs;:devisses: executors, adminlstrators, -succassors and assIPns. No change in Lessor's ownership shall have the
effect of reducing 86 nmmmm ‘the-obligations of Lesses hereunder;: and:no change In"ownership shall be-binding o Lessee:until 45:days after Lesseehas: been fumishad the originals
-or-chitifiéd 'of the'de ts' - such thange;: or until Lessor. hastsatisfied- ¢ notification: requiramints: containad-In Lessee’s tsual form: of division ‘order, which Lessor-hereby

}‘wi%’ ‘wxacuta: priok Y0.thé payrient of rdyalﬂwhereunder:ln’-ttwmnt‘ of-the death of any person sntitied to'rentals or shut-Irr royalties hereunder, Lesses' may pay such rentals or-shut-in
by A; MWMW: estats in the:depository bank-designated above. !f at any time two or mors persons ar%:emitiad to nnws-or'shumﬁymﬂﬂe; R&‘mugdcr_‘t,’r}alhassfsee
{ass08 ers

royalties 1 the’ éraditof

nEWu‘amM orihit-dfroyalties te ‘sudtmsonsfumo:ﬂulr credit{n the-depository.bank, sither. jointiy;<or separataly-in proportion to the interest-which sach-ownsi If
m rest hersunder in whole or In past Lesses shall be relieved of all obligations thereafter arising with respect to the transferred interest, and failure of transferes to satisty such obligations
with Téspectits the trafisfarred.intarest shall hot affect the rights vt Lesses; with respect-to:tha Interest not:so transferred. If Lessee transfers a full or undivided interest in all or_anr portion of the
-area Covaredshy- this ieass:-the-obligationitol pay:rental hereunder-shall be divided batween Lessee and the transferee in proportiort to the net-acreage interest:in‘this’ #ach, and
for-sUEH purposy tie numbes acres describdrin Paragraph:1 siall be desmed corect; whether-actually mor@:orless: . > &0 ¥ ’ et

552 L8 YO S0 JUA 185328 Tu OfLSL fEI Wi Bt il VN PRI AL L QORI gl SR P :
Q1" Ralesssiof Laagy. tasses:ntay; at atytime and from time:to time;:deliverdaiLessor or:file of.record:-a:writer release of this lease as-to:a full or undivided-intasest-in-alk-or:any portion of the
arda Covered by thig leaskor-any de mnzpnu;mnundmandsshalltmueuhm:boemumd-m all"obugaﬂansxheneafter‘ansln? with:respsct 10 the interast s telsased. |f-LEssée releases all or
anuridivided interest:inioss thanall:otithd drex:coversd hareby.: Lassea!s:obligations:to :pay .rentals and:shut-incroyalties shall be proportionately reduced iAaccordanch:with the net:
'Qﬁ% : i am"; mg;wsmou@gnmnbemf_xlmoracmswescﬂbed.fn ‘Paragraph-1;shalf be deemed correct, whether actually mors-or léss;
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MERIDIAN OIL

July 5, 1995

Ms. Alice J. Dickey
7608-B Shadow Mountain
Paradise Valley, Arizona 85253

Re:  East Echols Prospect

- - - - \B\ ’ "\:“I E
Section 30: E/2 »5&} Surel
Lea County, New Mexico

containing 320 acres, more or less

Dear Ms. Dickey:

Meridian Oil Inc. is interested in acquiring an oil and gas lease covering the undivided 1/16th
mineral interest owned by you in the captioned acreage. The mineral interest in the captioned
acreage stated herein is based upon an examination of the records of Lea County, New Mexico.
Meridian is offering to acquire this lease under the following terms:

Bonus: $40/net acre
Royalty: 1/6th
Primary Term: Five (5) years
Delay Rental: $1.00/acre

The offer detailed herein is subject to verification and delivery of clear title. If you are in
agreement with these terms, please execute the enclosed Oil and Gas Lease and draft, fill in your .

Social Security number and depository bank on the lease and deposit the lease and draft with
your bank for collection.

Thank you in advance for your consideration of this request. If you have any questions or

comments regarding this proposal, please do not hesitate to call me at (915) 688-6928. [ shall
look forward to your reply.

Very truly yours,

MERIDIAN OIL
ALA-

Leslyn M.Swierc, CPL
Senior L

LMS/cs
Encls.

P.O Box 51810, Midland, Texas 797 10-1810. Telephone 915-688-6800
3300 N. "A" St., Bldg. 6. 79705-5406
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Progueses 88
Rocky Mountain (Regular)

OIL AND GAS LEASE

o,
SN Ly

mlsmsuqnsmmnmadueorme IOth dw Julv 1093 betwesn . Allce J Dickey, 7608 =B Sha&ow '
Mountain, Paradise Valley, Arizona 85253

S e

[rE e fytom e e e mm e me e eeiecs ol e e - e

as Lessor (whether pne or more) and

Mmmwulmnrﬂiﬂwum_' as Lessee. All printed portions of this lease were prepared b
the party hersinabove named as Lessee, but all other-provisions (Including the completion of blank spaces) wers prepared jointly by Lessor andpLesseep prep y

I1D ngeds‘gﬂmpe’lgg.m}n consideration of a cash bonus In hand paid and the covenants herein contained, Lessor hereby grants excluslvely to Lessee the following described land (use attachment for

RECD 5 00 LA
T-10-S, R-38-E, N.M.P.M.
Sectdon :30: ~Ef2 -

T
vt
e

“*Notwithstanding anything coritained herein to the contrary, the royalties payable under
Paragraph 4 herein shall be 1/6th instead of the stated 1/8th.

in the Coumy ol Lea State of ___New Mexico contalnln? _320.0 acres, more or Iess (lnclud‘lM%'anr interests therein
which Lessor may hereafter acquire by reversion, prescripﬂon of otherwise), for the purpose of explonn for, developing, producing and markefing oll and gas alon all hydrocarbon and
nonhydrocathon, substances. produs therawith. The term “'gas’’ as used hereln includes elium, catbon dioxide and other commercial oasas as well as hydrocarbon gases. In
addition o the" . “land:! lem‘l!so covers accretions' and small strips or parcels of land now or hereafter owned by Lessor which are-contiguous or ad]aoent to the

,0k.the. aforemention bonus, (essor agrses to execute at Lessea’s,request any additianal. or. supplamental instruments, for.2 more complate or
accurate desc f‘ﬂnr‘e land s0 23'”?“22 gd cash. quest any ppla Jor.2 more comp

2. Term of Laass, Thle ghall be in toree tor ] prlmary urm _ﬁ-V_e_(é_ 8ars from the data hereof and for as Ion thereaher as oll or gas or other substanees oovered hereb are
rodﬂoed’l'npaylnd qwﬂ‘.&: from thé-leased preriges or from lands pooled thérewith ar this lease is otherwise malntained ingoffoct pursuant to t!?a provislons hersof. y

3. Rental Peymant. If on or befors the first anniversary date hereof operations for the drilling of a well for oil or gas or other substances covered hereby have not baen commenced on the
leased pramises or tand pocled- therawith;- or-tf- thers then-{s-no- production-in-paying ouan 8s from the leased premises or land poolad therewith, then subject to Paragraph 5 below this

lease shall tsrminate as to bolh parﬂes unless Lesses on or before that date pays to Lessor or to Lessor's credit-[n'the
Bank ot oo — i .- OrIts successors, which shall be Lessor's depository agent for recelving payments regardiess of changes In the

owner:hlp of eald Iand the lurn 3_3.2.Q..._0_0____ as rental ooverinp the privilege of deferring the commencement of oreratlons for the drilling of a well for a perlod of twelve

In like manner and upon like payments, the commencement of oparations for. the driliing of a well may be further deferred for ons or more twieve-month

peﬂod: term lola lease:-All may-be-made eck or draft malled or dellvéred on-of-before ths rental payment date. If the deposlto? bank should-liquidate or be

or for any reason or refuse to accept rental payment hereunder, Lesses shall not be held in default for failure to maks such pa unless Lessor has delivered

to Lossee 3D another bank as eposltory agent to receive payments and Lesses has failed to make such payment within 60 days after receipt of such notice.

It lweed,mt ush bogosﬁ N Irst recited above covers not only the right to defer drillrnq durip gthe first year of this lease, but also al subsequent deferrals of drilling as

218, along-with all ‘othér: rights-of Liesses hereunder If on of before any rental payment date Lassee In good faith makes an erroneous rental payment ngayin g the wrong erson the

wrong depository, or the wrong amount, Lessee shall be unconditionally obligated to make proper rental payment for the period Involved and this lease shall continus in effect as though such

rental payment had been peny made, provlded that proper rental payment shall be made within 30 days a recelpt by Lessee of wntten notice of the error trom Lessor accompanle by any
documants and: othep necassary:to enable Lessee to-maks:propsr payment... v CasiSET o . Leh s 3

4, Royalty Pﬁ"m'ent. on ofl, 443 aiid ottier substarices roduced and saved hereunder shall be pald by Lasses to Lessor as follows: (a) For oll and other liquid hydrocarbons s rc?rmm
at Les;ee s se shall be one-d#.l:m of suoh productlon fo be delivered at Lessee’s option.to Lessor at the wallhead or to Lessor’s credit at the Lasses’s oll purchaser’s
continuing right tgurr:hase such production at the-wellhead market price then prevailing in the same or nsarest field for production

elml m (b) For nq:a (lneludlno casinghead gas) and all other substances covered hereby, the royalty shall be one-eighth of the proceeds realized by Lesses from the sale
thereof. M Lessee in delivering, compressin Frocess or otherwise making such gas or other substance merchantable, provided that Lessee
uhrn%wwm sudiprod n anhe revalling ‘welthead market price paid for production of similar quality in the same or nearest field pursuant to comparable

purohase oontncu entersd into on the same or nearest ate ag the date on which Lessee commenges its c%urchases hereunder; and (c) If a well on the leasehold premises or lands
pooled therewith is capable of produdng rélndudlno aslnohead gas) but such well is:gither shut-in or-production therefrom Is nof being sold or purchased by Lessee or royaltles on

i

ction-thersfrom-are not otherwise- this leass is not otherwlsé maintained n effect, such well shall nevertheless be considered as though It wers producing pas in
ying uanﬂties for the Urpose of this lease whether during or after the primary term, if Lesses pays shut-in royalty of One Dollar rer acre then covered gg this jeass, such
o be made to orto Lmor’l credit in the depoeltory bank designated above, on or befors the next ensulng annivarsary date of this lease, or whhln days after such
rsary date, and thereafter on or before each anniversary dats hersof while the wall is shut-in or production therefrom is not beln? sold or purchased by Lesses or royalties on production
ihereﬂbn; are'nbtotherwise:belng paiditostessor.sFor the purpose-of calculating shut-in royalties, the number of. lease aceas- described In Paragraph 1 shall be deemed oorrect whether actually
more or less,

nﬂons. If Lesses driiis a well incapable of produclng In parina quantities erelnaﬂer called “dry hole') on the leased premises or lands pooled therswith, or if production In paying
uanﬂﬂ ceases from any cause, then in the event this | easelsn nwise being malmained [y force it shall nevertheless remain in forcs if Lesses commences operations for
an exisﬂno well or for drilling an additional well on the Ieased premises or lands pooled therewith within 80 days after completion of operations on such dry hole or within 90 days

ahers -cessation of-production;-ar; should the-lsass be. s‘ rimary-tarm,. lf-Lessee p a(s rental on or before the next rental payment dats (if at:er) next ensulno after the expiration of
sald 90-day period; provided that should completion of operaﬂons on the dry hole or cessation of production occur less than 90 days before the fast e mme ats, no rental payments or
further operations sﬁaﬂ be required to maintain this laase for the remainder of the primary term. If at the end of the primary term or at any time thereafter this lsass Is not otherwise being
maintained in force, 1-shall nevertheless remain. in force as long as lesses, without an interruption of more than 90 consecutive dars engages in: dnuln? reworking-or any-other operations
calculatsd 1o obtaln or restors production on the Ieased premlees or lands poolad therswith, and, if such oparations resuit in tha production of oll or gas or other substanees coversd

hemb;‘ba:ybna thereatter as thers ls uaion ln paylnp qu }

6. Pooling. Lesses shall have the rlpht but not the obligation to pool all or pan ot the lsased premises or Interest theraln whh any other Iands or Interests as to any or lll depths or z0nes, and
as to ol! or gas or both, either befors or after the commencement of production, whenever Lessee deems it ne or proper to do so in order to prudenﬂy develop or operate the leasad
premises, jsthar or not elmllar pooling authgm cdstswhh res ectto such-other lands or interests. The unitformed by such pooling for an oif wall shall not excasd 40 acres plusa maximum
acrsage tolarance of 10%, and for a oas well not exceed 64 acres Iue a maximum acreage tolerance of 10%, except that larger units may ba formed for oli wells or gas wells to conform
0 any v:ﬁeu spedno or denshy pattern mmaﬂbe prescribed or perm| (Lovemmenul authority havin urisdlctlon To exsrcise its pooling rights hersunder, Lessss shall file of record a

S

%ié’-

descdbln wnit o effective date ot poollno roduction, drilling or.: rations-anywhere.on a unit which includes all or any part of the leased
premisss shall be treated as If It wers produc‘tlon. um or rewoﬂdno operations on the lsasad premises, exce that ths production on which Lessor’s royalty Is caiculated shall be that
proportion of the total unit production prod the net acrsage covered by this lsase and included In the unit bears to the total gross acreage in the unit. Pooling in one or
more IristanCes shalt not exhiaust Lasses’s pooling tights hereunder. and Lesseeshall have: the recurring right-butinot-the obligation to revise unit lormed hereunder by expansion or
contraction.ot doth? althar:befors:or after:commencement.of: order to. conform 1o the well spacing or:de pattern prescribed or e‘n"r'\ymeo ority having
{g,dsdlcdon‘.ﬂoj‘ to conform to produg%e meam determination meJe overnmental authority, In making such a revlslon. Lesses shall file of reoord a wrmen dedamlon descrlblnp
‘Tevisel it and

the of . To the extent any porﬁon th? Ie;se‘d ﬂr\:ml;es lmf:luded n o; e‘xcluded taom the um vln:’e1 of such revislon, the proporﬁonh of un'n
i:0n Wit 31 wmm hmdwdno i the-abserica-of produttio nﬁy&n antities ARt vpmzeﬂnawnﬁeeaﬁon ereof,
; “%w army deswlb(r?.tho unitand stating the date of termination; The sestrictions and: requlremente’of 'Parajtaph 6:ghall not appal}'
toeeom"prmz pooll%;of mwmmu order of ovemmemal authorlty havinurjurtsdlcuon. buhlr other reierenoes to poollng ined: In-this-leass shall
include-Such TARE O T ni TRt 9y TR AR TRERUS AL HEN
7uLesior stustotikessor ownsess than;the entireiand mdlv!dedqninml \estate: inthe above-described land: or<any: portionthereof, the royaltles. shit-n royaniee and rentale herein
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MERIDIAN OIL

October 31, 1995

TO: WORKING INTEREST OWNERS

RE: Joint Operating Agreement
-10-S. R-38-
Section 30: E/2
Lea County, New Mexico
East Echols Prospect

Ladies and Gentlemen:

As of this date, Meridian Oil Inc. (“Meridian”) has not consummated a lease/farmout of your
mineral interest under the captioned. As a compulsory pooling hearing is set for November 2,
1995, enclosed for your review and execution is Meridian’s proposed Joint Operating Agreement
(“JOA”) covering the captioned which has been prepared to cover operations pertaining to the
Aunt Lula 30 #1. Also enclosed for your review is an AFE in the amount of $820,000 to drill,
complete and equip the Aunt Lula 30 #1, a 9900' Wolfcamp test located 1980' FSL and 660' FEL

Section 30, T-10-S, R-38-E.

If you agree to participate in the drilling of said well, please execute the JOA and the AFE and
return to the undersigned at your earliest convenience. If you should have questions concerning

this matter, you may contact me directly at (915) 688-6928.
Very truly yours,
MERIDIAN OIL INC.
gdmp
Leslyn M. Savierc, CPL
Senior Landman

LMS/cs
Encls.

cc: Charlotte Baysinger
Paul Callaway
Don Davis

P O Box 51810, Mid-ard, Texas 79710-1& 0. Te'ep-ore 315-638-6800
3200 N."A" St Bldg. 6 79705-5406

BEFORE THE
OiL CONSERVATION DIVISION
Case No. 11417 Exhibit No.i
Submitted By:
MERIDIAN OIL, INC.

Hearina Nate' Novemhar 2 1QQR



ADDRESS LIST:

Nations Geophysical, Inc.
1031 Andrews Highway, Suite 207
Midland, Texas 79701

Alice J. Dickey
7608 B Shadow Mountain
Paradise Valley, Arizona 85253

John J. Fleet, II

Fleet Family Mineral Properties
P. O. Box 25028

Dallas, Texas 75225-1028

William B. Osborn, Jr.

c/o W. B. Osborn Oil & Gas Operations
P. O. Box 8C

San Antonio, Texas 78217

W. B. Osborn, Jr., Trustee

William B. Osborn, Jr. Trust

c/o W. B. Osborn Oil & Gas Operations
P. O. Box 8C

San Antonio, Texas 78217

Betty Osborn Biedenhorn Estate
c/o Osborn Heirs Company

P. O. Box 17968

San Antonio, Texas 78286

Betty Osborn Biedenhorn Trust
¢/o Osborn Heirs Company

P. O. Box 17968

San Antonio, Texas 78286



Midland Region

Date:
P.O. Box 51810 AFE No.:
Midland, Texas 79710-1810
(915) 688-6800
MERIDIAN OIL ING.
AUTHORITY FOR EXPENDITURE
Foreman Area Team Name Hobbs Foreman Area
DP No. 60016A
Lease/Well Name: Aunt Lula “30" #1 Lease No.
Field/Prospect: East Echols (Wolfcamp) Field Region: Midland
Location:  1,980' FSL & 660" FEL of Sec. 30, T10S - R38E  County: Lea State: New Mexico
AFE Type: New Drill Well Original X Supplement Addendum Cost Center
APl Well Type: Exp Operator Meridian Oil, Inc.
Objective Formation: Wolfcamp Authorized Total Depth (Feet) 9,900'
Project Description:  Drill, complete and equip a Wolfcamp wildcat well in the East Echols field.
Est. Start Date: Nov. 15, 1995 Prepared By Chet A. Babin
Est. Completion Date: Nov. 30, 1995
GROSS WELL COST DATA
DRILLING WORKOVER CONSTRUCTION
DRY HOLE SUSPENDED COMPLETION OR FACILITY TOTAL
DAYS:
THIS AFE: $428,800 $522,300 $107,200 $190,500 $820,000
PRIOR AFE's:
TOTAL COSTS: $428,800 $522,300 $107,200 $190,500 $820,000
JOINT INTEREST OWNERS
WORKING INTEREST NET $ EXPENDITURES i
COMPANY PERCENT % DRYHOLE $ COMPLETED $
OTHERS: 32.6389% $139,955 $267,639
MERIDIAN OIL INC.: 67.3611% $288,845 $552,361
AFE TOTAL: 100.0% $428,800 $820,000
MERIDIAN OIL APPROVAL
Recommended: Date: Approved: Date:
Recommended: Date: Approved: Date:
Recommended: Date: Approved: Date:
PARTNER APPROVAL
Company Name: Authorized By:

Date: Title:
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MODEL FORM OPERATING AGREEMENT

T £
- L

OPERATING AGREEMENT

DATED

v

November 1 =~ 1995

OPERATOR MERIDIAN OIL INC.

CONTRACT AREA _T-10-S, R-38-F

Section 30: E/2

COUNTY OR PARISH OF Lea STATE OF _New Mexico

COPYRIGHT 1982 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 2408 CONTINENTAL LIFE BUILDING,
FORT WORTH, TEXAS, 76102, APPROVED FORM.
AAPL NO. 610 - 1982 REVISED
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between_ - EXRLDIAN OIL INC.

hereinafter 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 1.
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, unless an intent to limit the inclusiveness of this term is specifically stated.

B. The terms ‘“‘cil 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 Exhibit ‘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 I
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
X 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.
Exhibit “‘F'’, Non-Discrimination and Certification of Non-Segregated Facilities.
. Exhibit *‘G’’, Tax Partnership.
If any provision of any exhibit, except Exhibits “‘E*’ and ““G’’, is inconsistent with any provision contained m.&he body
of this agreement, the provisions in the body of this agreement shall prevail.

00 & &K &
OMmmUOw
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ARTICLE III.
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 materials 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___one-eighth (1/8th) which shall be borne as hereinafter set forth.

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 production, the royalty amount stipulated hereinabove and shall hold the
other parties free 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 burden attributable to
such higher price.

Nothing contained in this Article IIL.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 I[I.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. 1f 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:
, +r

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or, if
the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to:ﬁ‘é includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, everriding
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and‘[bf‘bil and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal Iease status
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the po: ” ion of or
made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operatqr:.Qpe_'y:asfé)r shall
cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furn.is/h"\‘ > éai
hereto. The cost incurred by Operator in this title program shall be borne as follows: s

{0 Option No. 1: Costs incurred by Operator in procuring abstracts and title examination (including prelimiri‘g\\fy‘,fsl;ﬁ
shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided
and shall not be a direct charge, whether performed by Operator’s staff attorneys or by outside attorneys.
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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 Drilling 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 oil 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 title failure, which acquisi-
tion will not be subject to Article VIILB., 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 shail 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 title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has
been lost, but the interests of the parties shall be revised on an acreage basis, as of 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 iIs 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 cil 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,

(f) 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, shut-in 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 VIIL.B.. 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 to 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:

() 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;

(b) 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 the.interest

L. . . . . 5B

lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. r}

NS

3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2. above, shall be jdﬁiﬁosses
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining Hortion of

the Contract Area. J
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

Meridian 0il Inc. 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 willful 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, no longer owns an interest hereunder in the Contract Area, 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 VL
DRILLING AND DEVELOPMENT

A. [Initial Well:

ma
On or before the_ 1St day of __December L1995 Operatoer!a% commence the drilling of a well for

oil and gas at the following location:

Aunt Lula "30" #1 located 1980' FSL & 660' FEL Section 30, T-10-S, R-38-E, Lea
County, New Mexico

ma , e . -
and xba% thereafter continue the drilling of the well with due diligence to

9,900', or to a depth sufficient to test the Wolfcamp formation
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ARTICLE VI
* continued

If, in Operator’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 VI.E.1. shall thereafter apply.

B. Subsequent Operations:

1. 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 to 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. Failure of a 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 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 XI, 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 stil-desires to conduct said operation, written notice proposir:g 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 VI.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 alt
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 1o 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 Consentilig Parties.
{f such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface locatxotn at their
sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article results in 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 cosband risk,
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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 IIL.D. payable out of or measured by the production from such well accruing with respect to such interest
until it reverts) shall equal the tortal 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) 300 % 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 VIII.C., and ___30Q% 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 weli
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 therein. If
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. 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 to Non-Consenting Party’s share of production not excepted by Ar-
ticle HII.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, free
of cost, all casing, tubing and other equipment in the well, but the ownership 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 party, 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 provided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Parties 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 of proceeds
realized from the sale of the well’s working interest production during the preceding month. In determining the quantity of Q)l and gas
produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering #jperiodic
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any sucﬁf‘b’peration
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unretufﬁéa costs
of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revert‘to it as
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party. 3
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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 further 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 VI.B.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.

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 VLA, 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.

v

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 hole or because of other
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) 1f 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 tha* 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 ail 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 to respond on a day-to-day basis in the proportion each ejegting 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 all other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days.

C. TAKING PRODUCTION IN KIND: “?e

party of its proportionate share of the production shall be borne by such party. As
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ARTICLE VI
continued

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 VII.B., shall be entitled to receive payment directly from the purchaser thereof for
its share of all production.

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil 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 purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously
delivered to a purchaser. Any purchase or sale by Operator of any other party’s share of cil 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.

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

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at all reasonable times, at its sole cest 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. Notwithstanding anything to the contrary, a non-operator who is in
default under Article VII.B. shall have no rights under this Article VI.D.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2,, any well which 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 fail to reply
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon
such well, such party shall be deemed to have consented to the proposed abandonment. All such wells 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 objects to plugging and abandoning such well shall have the right to take over the well and conduct further
operations in search of oil and/or gas subject to the provisions of Article VI.B.

2. Abandonment of Wells that have Produced: Except for any 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 shall not be plugged and abandoned without the consent 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 parties hereto. If, within
thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the other
parties its proportionate share of the value of the well’s salvable material and equipment, determined in accordance with the provisions of
Exhibit *“C"’, less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and
material, 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 to production. If the interest of the abandoning party is or includes an oil and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil and/or gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
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ARTICLE VI
continued

“‘B™". The assignments or leases so limited shall encompass the *‘drilling unit’’ upon which the well is located. The payments by, and the
assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the
Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of
interests in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-
quest, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to
repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-

visions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VLE.2. above shall be applicable as between
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified
of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article
VLE.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and
shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the parties in Article VII.B. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor
shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
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 the rate provided in Exhibit *‘C’". To the extent that Operatcr 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 ob-
taining of judgment by Operator for the secured indebtedness shall not be deemed an 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 (060) 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. Fach 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.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incurred in the development
and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
tionate shares upon the expense basis provided in Exhibit ‘‘C’". Operator shall keep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received.

Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimdte within
fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, thg amount
due shall bear interest as provided in Exhibit **C’" until paid. Proper adjustment shall be made monthly between advances andiactual ex-
pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. S

D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well drilled g;gepened
pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall includ'é
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. ARTICLE VII
continued

(0 Option No. 1: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including

necessary tankage and/or surface facilities.

X 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 VL.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 plugged back except a well reworked or
plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall
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 Thirty Thousand Dollars (3.30,000.00 )
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__Twenty-Five Thousand
Dollars ($25,000.00 ) 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 to 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 parties 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.X3,

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 to 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 IV.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 improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to fmal deter-
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxm ‘and any
interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for therjbfm ac-
count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by thiem as
provided in Exhibit *‘C"". e

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upozs

the production or handling of such party’s share of oil andfor gas produced under the terms of this agreement. /¥
\

-10-
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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  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
hereof. 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 conducted and to 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 VIIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

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) vear and so long thereafter as oil and/or 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 rovalties 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 one 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 surrendering
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.

B. Renewal or Extension of Leases:

If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified promptly, and
shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the
renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in 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 lease, it shall be owned by the parties
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.

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

by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease
or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease taken-or con-

tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be ‘Subject to

the provisions of this agreement.
The provisions in this Article shall also be applicable to extensions of oil and gas leases.

C. Acreage or Cash Contributions:
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ARTICLE VIII
continued

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

D. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no
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 production 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 to receive notices, approve expenditures, receive billings for
and approve and pay such party’s share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
party's interest within the scope of the operations embraced in this agreement; however, 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.

Area, it shall promptly give written notice to the other parties, with full information concerning its proposed sale, which-strtfinclude the
name and address of the prospective purchaser (who must be ready, willing and able to purchase), the-paretiase price, and all other terms
of the offer. The other parties shall then have an optional prior right, for a period.o 0) days after receipt of the notice, to purchase
on the same terms and conditions the interest which the other pactw-proposes to sell; and, if this optional right is exercised, the purchas-

ing parties shall share the purchased interest i the-proportions that the interest of each bears to the total interest of all purchasing par-

ties. However, there shall be_po-prefeTential right to purchase in those cases where any party wishes to mortgage its interests, or to
dispose of its intesests By merger, reorganization. consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-
ot o—i—subsidiary—oi-a-parent et OGO PERY A=A YO RE—POF O Rtdmitajority—of the-stodle——————
- - - - > P r Al P v 7 B
ARTICLE IX.

INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association
for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or 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 party 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, all 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 requiré'a‘by the
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take g ;my other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the»Contract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter ‘K™, Ghapter L,
Subtitle **A"", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Code’is per-
mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foregomg elec-
tion, each such party states that the income derived by such party from operations hereunder can be adequately determined w,qhout the

computation of partnership taxable income.
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1 ARTICLE X.

2 CLAIMS AND LAWSUITS

3

4 Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure

S does not exceed_Fifteen Thousand Dollars

6 (315,000.00 )and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-

7 ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is

8  delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-

9 pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is
10 sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given
11 Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim
12 or suit involving operations hereunder. All claims or suits involving title to any interest subject
13 to this agreement shall be treated as a claim or suit against all parties hereto.
14 ARTICLE XI.

15 FORCE MAJEURE
16
17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than

18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with
19 reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by the force
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable

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

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

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

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

31

32 ARTICLE XII.

33 NOTICES

34

35 All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise

36 specifically provided, shall be given in writing by mail or telegram. postage or charges prepaid, or by telex or telecopier and addressed to
7 the parties to whom the notice is given at the addresses listed on Exhibit **A"". The originating notice given under any provision hereof
38 shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
39  response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
40  when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
41  shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties.

43 ARTICLE XIII.

S TERM OF AGREEMENT

45

46 This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the

47  period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any
48  lease or oil and gas interest contributed by any other party beyond the term of this agreement.

49

50 1 Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part
51  of the Contract Area, whether by production, extension, renewal or otherwise.

52

s3 & Option No. 2: In the event the well described in Article VLA, or any subsequent well drilled under any provision of this
54  agreement, results in production of ail and/or gas in paying quantities, this agreement shall continue in force so long as any such well or
55  wells produce, or are capable of production, and for an additional period of =120~ days from cessation of all production; provided,
S¢  however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
57  ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
S8  tians have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the gvent the
59  well described in Article VI.A_, or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, Qr;'capable
60 of producing oil andfor gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-
61 ing operations are commenced within ;& days from the date of abandonment of said well.
62 [

63 It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability v\gh{ch has
64  accrued or attached prior to the date of such termination. :;

65

67

69
70

.13.
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Contract Area is located, to the valid rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and local laws, or-
dinances, rules, regulations, and orders.

B. Governing Law:
This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,

remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which
the Contract Area is located. If the Contract Area is in two or more states, the law of the state of New Mexico

shall govern.
C. Regulatory Agencies:

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

With respect to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims
and causes of action arising 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 agencies to the extent such interpretation or ap-
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator’s share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or
application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude cil 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 mey be amended from time to time (*‘Act’"), and any valid regulations or rules which may be issued by the Treasury
Department from time to time pursuant to said Act. Each 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 to permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

A, SUBSTITUTE WELL

1. If, in the drilling of the Initial Well, Operator loses the hole or encounters mechanical
difficulties rendering it impracticable, in the opinion of Operator, to drill the well to the Objective
Depth, then, and in any of such events, on or before sixty (60) days after plugging, abandonment
or cessation of drilling of the Initial Well, Operator shall have the option to commence the actual
drilling of another well (Substitute Well) at a lawful location of Operator's selection on the
Contract Area and prosecute the drilling of said well with due diligence and in a good and
workmanlike manner to the Objective Depth. For all purposes of this Agreement, the drilling of
the Substitute Well shall be considered as the drilling of the Initial Well.

2. Any provision herein concerning the Initial Well shall also apply to the Substitute
Well, and any provision herein excepting the Initial Well shall also except the Substitute Well.

B. PRIORITY OF QPERATIONS

\

Notwithstanding any provisions to the contrary in article VL.B., whenever there is mpre than
one proposal in connection with any well subject to this Agreement, such proposaISvshall be
considered and disposed of in the following order of priority:

“L«L

K

iy

1. Drilling the well to its objective depth.

2. Attempting a completion at the objective depth, including testing and/lbfggmg Tf such
depth.

3. A proposal to plug back a well shall prevail over a proposal to deepen-sutH:
has reached its objective depth; if there is more than one proposal to plug back the
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proposal to plug back to the next deepest prospective interval shall have priority over a
proposal to plug back to a shallower prospective interval.

4. A proposal to deepen a well shall have last priority; and proposals of the same type and
to the same depth shall be given precedence in order in which they were made.

C. REGULATORY EXPENSE

Notwithstanding anything to the contrary contained in this Operating Agreement or the
Accounting Procedure (Exhibit "C"), the following items pertaining to the Contract Area shall not
be considered as Administrative Overhead, but Operator shall be entitled to make a direct charge
against the joint account for same:

Fees for legal services, title costs, costs and expenses in connection with preparations and
presentations of evidence and exhibits at Governmental Regulatory hearings, preparation and
handling of application to and hearings before the Federal Energy Regulatory Commission and
other governmental agencies or regulatory bodies.

D. RELEASE FROM LOSSES

With respect to operations hereunder, Non-Operators agree to release Operator from any and
all losses, damages, injuries, claims and causes of action arising 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 agencies to the extent such
interpretation or application was made in good faith. Each Non-Operator further agrees to
reimburse Operator for any amounts applicable to such Non-Operator's share of production that
Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or
application, together with interest and penalties thereon owning by Operator as a result of such
incorrect interpretation or application.

E. EX TION QF DOCUMENTS

This Agreement shall be binding upon Operator and each Non-Operator when this
Agreement or counterpart thereof has been executed by any such Non-Operator and the Operator
notwithstanding that this Agreement is not then or thereafter executed by all of the parties to
which it is tendered or which are listed on Exhibit "A" as owning an interest in the Contract Area
or which own, in fact, an interest in the Contract Area. The failure of any party to execute this
Agreement shall not render it ineffective as to any party which does execute the same. This
Agreement also may be ratified by separate instrument referring hereto, each of which shall have
the effect of the original Agreement and of adopting by reference all of the provisions herein
contained.

It is not the intent of the parties that any provision herein violate any applicable law
regarding the rule against perpetuities, the suspension of an absolute power of alienation or other
rule regarding the vesting or duration of estates, and this Agreement shall be construed as not
violating such rule to the extent that same can be so construed consistent with the intent of the
parties. In the event, however, any such provision hereof is determined to violate such
rule, then such provision shall nevertheless be effective for the maximum period (but not longer
than the maximum period) permitted by such rule which will result in no violation. If any
provision herein is rendered invalid, inoperative or illegal, all other provisions shall continue to be
operative and effective as far as possible and reasonable.

This Agreement is made solely for the benefit of those persons who are the signatory parties
hereto (including those persons succeeding to all or a part of the interest of an original party if
such succession is recognized under the other provisions hereof), and no other person or third
party shall have or claim or be entitled to enforce any rights, benefits or obligations under this
Aoreement.
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ARTICLE XVL
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees,

legal representatives, successors and assigns.

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

IN WITNESS WHEREOF, this agreement shall be effective as of lst day of _November 1995

OPERATOR
MERIDIAN OIL INC.

Dennis Sledge, Attorney-in-Fact

NON-OPERATORS
NATIONS GEOPHYSICAL, INC.

By:
Alice J. Dickey
John J. Fleet, II William B. Osborn, Jr.
BETTY OSBORN BIEDENHORN ESTATE WILLIAM B. OSBORN, JR., TRUST
By: By:

William B. Osborn, Jr., Trustee

BETTY OSBORN BIEDENHORN TRUST

By:




II.

II.

EXHIBIT “A”

Attached to and made a part of that certain Operating Agreement
dated November 1, 1995, by and between Meridian Oil Inc., Operator,
and Nations Geophysical, Inc., et al, Non-Operators

CONTRACT AREA AND DEPTH LIMITATION

T-10-S, R-38-E
Section 30: E/2

limited in depth from the surface of the earth to 100’ below total depth drilled in the
initial well

INTERESTS OF THE PARTIES TO THIS AGREEMENT
AND ADDRESSES FOR NOTIFICATION PURPOSES

Wi%  NRI%

Nations Geophysical, Inc. 12.50000 9.37500
1031 Andrews Highway, Suite 207
Midland, Texas 79701

Alice J. Dickey 6.25000 5.46875
7608 B Shadow Mountain
Paradise Valley, Arizona 83253

John J. Fleet, 11 4.16667 3.64583
Fleet Family Mineral Properties

P. O. Box 25028

Dallas, Texas 75225-1028

William B. Osborm, Jr. 277778 2.08333
c/o W. B. Osborn Oil & Gas Operations

P. 0. Box 8C

San Antonio, Texas 78217

W. B. Osborn, Jr., Trustee 2.08333 1.5625
William B. Osborn, Jr. Trust

c/o W. B. Osborn Oil & Gas Operations

P. O. Box 8C

San Antonio, Texas 78217

Betty Osborn Biedenhorn Estate 2.77778 2.43054
c¢/o Osborn Heirs Company

P. O. Box 17968

San Antonio, Texas 78286

Betty Osborn Biedenhorn Trust 2.08333 1.82291
c/o Osborn Heirs Company

P. O. Box 17968

San Antonio, Texas 78286

OIL AND GAS LEASES/FARMOUTS SUBJECT TO THIS AGREEMENT

Lessor: - George W. Horst

Lessee: Meridian Oil Inc.

Lease Date: September 12, 1995

Acreage Covered: E/2 Section 30, T-10-S, R-38-E

Contribution: MOI - 100%



Lessor:
Lessee:
Lease Date:

Acreage Covered:

Contribution:

Lessor:
Lessee:
Lease Date:

Acreage Covered:

Contribution:

Lessor:
Lessee:
Lease Date:

Acreage Covered:

Contribution:

Lessor:

Lessee:
Lease Date:

Acreage Covered:

Contribution:

Lessor:

Lessee:
Lease Date:

Acreage Covered:

Contribution:

Farmor:

Farmee:
Dated:

Acreage Covered:

Contribution:

Patsy Mancini

Meridian Oil Inc.

September 12, 1995

E/2 Section 30, T-10-S, R-38-E
MOI - 100%

David Mauldin

Meridian Oil Inc.

October 5, 1995

E/2 Section 30, T-10-S, R-38-E
MOI - 100%

Don E. Birdwell

Meridian Oil Inc.

August 21, 1995

E/2 Section 30, T-10-S, R-38-E
MOI - 100%

Sugarberry Oil & Gas Corporation and

Global Natural Resources Corporation of Nevada
(routing for execution)

Meridian Oil Inc.

To be determined

E/2 Section 30, T-10-S, R-38-E

MOI - 100%

Barrett Oklahoma Interests, Ltd.
(routing for execution)
Meridian Oil Inc.

November 1, 1995

E/2 Section 30, T-10-S, R-38-E
MOI - 100%

Frank O. Elliott, Trustee and
Edna lone Hall, Trustee
Meridian Oil Inc.

October 1, 1995

E/2 Section 30, T-10-S, R-38-E
MOI - 100%
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Rocky Mountain (Regular) Attached to and made a part of that certain Operating Agreement dated
November 1, 1995, by and between Meridian 0il Inc., as Operator
b

and Nations Geophysical, Inc., et al, as Non-Operators
. OIL AND GAS LEASE

THIS LEASE AGREEMENT 15 made as of the day of .19 between

as Lessor (whether one or more) and

as Lessee. All printed portions of this lease were prepared by
the party hereinabove named as Lessee, but all other provisions {including the completion of blank spaces) were prepared jointly by Lessor and Lessee.

1 Description. In consideration of a cash bonus in hand paid and the cavenants herein contained, Lessor hereby grants exclusively to Lessee the following described land (use attachment for
long descriptions):

in the County of State of comaining . acres, more or less (including anr interests therein
which Lessor may hereafter acquire by reversion, prescription or otherwise), for the purpose of exploring for, developing, producing and marketing oil and gas along with all hydrocarbon and
nonhydrocarbon substances produced in association therewith The term “gas’ as used herein includes helium, carbon dioxide and other commercial gases, as well as hydrocarbon gases. In
addition 1o the above-described land, this lease also covers accretions and any small strips or parce!s of fand now or hereafter owned by Lessor which are contiguous or adjacent to the
above-described 1and, and, in consideration of the aforementioned cash bonus, Lessor agrees to execute at Lessee’s request any additional or supplemental instruments for a more complete or
accurate description of the land so covered

2 Term of Lease. This lease shall be in force for a primary termof __________ years from the date hereof, and for as fong thereafter as oil or gas or other substances covered hereby are
produced in paying quantities from the leased premises or from lands poo-ed therewith or this lease is otherwise maintained in effect pursuant to the provisions hereof.

3 Rental Payment. f on or before the first anniversary date hereof operations for the drilling of 2 well for oil or gas or other substances covered hereby have not been commenced on the
leased premises or 'and pooled therewith, or :f there then is no production in paying guantities from the leased premises or land pooled therewith, then subject to Paragraph 5 below this

lease shall terminate as to both parties unless Lessee on or before that date pays to Lessor or to Lessor's credit in the
Bank at . or its successors, which shall be Lessor's depository agent for receiving payments regardless of changes in the

ownersn.p of said land. the sum of S, as rental covering the privilege of deferring the commencement of operations for the drilling of a2 well for a period of twelve
months from sai¢ anniversary date In like manner and upon like payments, the commencement of operations for the drilling of a well may be further deferred for one or more twleve-month
periods during the primary term of this lease. All payments may be made by check or draft mailec or delivered on or befare the rental payment date. If the depository bank should liquidate or be
succeeded by another bank, or for any reason fail or refuse to accept rental payment hereunder. Lessee shall not be held in default for failure to make such payment unless Lessor has delivered
to Lessee a proper recordable instrument namin? another bank as depository agent to receive payments anc Lessee has faiied to make such payment within 60 days after receipt of such notice.
It is agreed that the cash bonus consideration first recited above covers not only the right to defer drilling during the first year of this lease, but also all subsequent deferrals of drilling as
aforesaic. along with all other rights of Lessee hereunder. If on or before any rental payment date Lessee in good faith makes an erroneous rental payment by paying the wrong person, the
wrong depository, or the wrong amount, Lessee shali be unconditionally obligated to make proper rental payment far the period involved and this lease shall continue in effect as though such
renta: payment had been properly made, provided that proper rental payment shali be made within 30 days after receipt by Lessee of written notice of the error from Lessor, accompanied by any
documen's and other evidence necessary to enable Lessee to make proper payment.

4 Royalty Payment. Royalties on oil, gas and other substances produced and saved hereunder shall be paid by Lessee to Lessor as follows: (a) For il and other liquid hydrocarbans separated
at Lessee's separator facilities, the royaity shall be one-eighth of such procuction, to be delivered at Lessee’s option to Lesscr at the wellhead or to Lessor’s credit at the Lessee’s il purchaser's
transportation facilities, provided that Lessee shall have the continuing right to purchase such production at the wellhead market price then prevaiting in the same or nearest field for production
of simifar grade and gravity; (b) For gas (including casinghead gas) and all other substances covered hereby, the royalty shall be one-eighth of the proceeds realized by Lessee from the sale
thereof, less a proportionate part of the costs incurred by Lessee in delivering, compressing, processing or otherwise making such gas or other substance merchantable, provided that Lessee
shall have the continuing right to purchase such production at the prevailing wellhead market price paid for production of similar quality in the same or nearest field pursuant to comparable
purchase contracts entered into on the same or nearest preceding date as the date on which Lessee commences its purchases hereunder; and (c) If a well on the teasehold premises or lands
pocled therewith is capable of productng gas (including casinghead gas) but such well is either shut-in or production therefrom is not being sold or purchased by Lessee or royalties on
production therefrom are not otherwise being paid to Lessor, and if this lease 1s not otherwise maintained in effect, such well shali nevertheless be considered as though it were producing gas in
paying quantities for the purpose of maintaining this lease, whether curing or after the primary term, if Lessee pays shut-in royalty of One Dollar #)er acre then covered by this lease, such
payment 10 be made to Lessor or to Lessor's credit in the depository ban< designated above, on or before the next ensuing anniversary date of this lease, or within 90 days after such
anniversary date, and thereafter an or before each anniversary date hereof while the well is shut-n or production therefrom is not being sold or purchased by Lessee or royalties on production
therefrom are not otherwise being paid to Lessor. For the purpose of calcu.ating shut-in royalties. the number of lease acres described in Paragraph 1 shall be deemed correct, whether actually
more or less

5 Operations. if Lessee dnilis a we!l Incapable of producing in paying quantities {hereinater called “'dry hole”) on the leased premises or lands pooled therewith, or if production in paying
quanities permanenty ceases from any cause, then in the event this lease is not otherwise being maintained in force it shall nevertheless remain in force if Lessee commences operations for
reworang an existing well or for drifling an additional welt on the leased premises or 1ands pooled therewith within 90 days after completion of operations on such dry hole or within 90 days
after sucn cessat.on of production, or, should the lease be within the primary term. if Lessee pays rental on or before the next rental payment date (if any) next ensuing after the expiration of
sa.d 90-cay period; provided that shou'd completion of operations on the dry hole or cessation of production occur less than 90 days before the last rental payment date, no rental payments or
further operations shali be required to maintain this lease for the remainder of the primary term. If at the enc of the primary term or at any time thereafter this lease is not otherwise being
maintained in force, :t shall nevertheless remain in force as long as lessee, without an interruption of more than 90 consecutive days, engages in drilling, reworking or any other operations
reascabyy calculated to obtain or restore production on the leased premises or lancs pooled therewith, and, if such operations result tn the production of oil or gas or other substances covered
hereby, as iong thereafter as there is production in paying quantities.

6. Poaling. Lessee shall have the right but not the obligation to pool all or part of the leased premuses or interest therein with any other lands or interests, as 10 any or alt depths or zones, and
as to o1l or gas or both, either before or after the commencement of procuction, whenever Lessee deems it necessarz or proper to do so in order to prudently develop or operate the leased
prem:ses, whetner or not similar poaling authonty exists with respect to such other lands or interests. The unit formed by such pooling for an oil well shall not exceed 40 acres plus a maximum
acreage tolerance of 10%, and for a gas weli shall not exceed 640 acres pius a maximum acreage tolerance of 10%, except that larger units may be formed for oil wells or gas wells to conform
to any weil spacing or density pattern that may be prescribed or permitted by any governmental authonty having jurisdiction. To exercise its pociing rights hereunder, Lessee shall file of record a
written declaration describing the unit and stating the effective date of pooling. Production, drilling or reworking operations anywhere on a unit which includes all or any part of the leased
prem-ses shall be treated as if it were production, drilling or reworking operations on the leased premises, except that the production on which Lessor’s royalty is calculated shall be that
preportion of the total unit production produced and saved which the net acreage covered by this lease and inciuded in the unit bears to the total gross acreage in the unit. Pooling in one or
more 1nstances snall not exhaust Lessee's pooling rights hereunder, and Lessee shall have the recurring right but not the obligation to revise any unit formed hereunder by expansion or
cortract.on or both, either before or after commencement of production, in order to conform to the well spacing or density pattern prescribed or permitted by the governmental authority having
Junsgiction, or to conform to any productive acreage determination made by such governmental authority. In making such a revision, Lessee shall file of record a written declaration describing
the revised Lnit and stating the effective date of revision. To the extent any portion of the leased premises is included in or excluded from the unit by virtue of such revision, the proportion of unit
production on which royalties are payable hereunder shall thereafter be adjusted accordingly. In the absence of production in‘Paying quantities from a unit, or upon permanent cessation thereof,
Lessee may terminate the unit by filing of record a written declaration describing the unit and stating the date of termination. The restrictions and requirements of this Paragraph 6 shall not appl

to compulsory pooling of interest etfected by operation of law or by order of any governmental authority having jurisdiction, but all other references to pooling contained in this lease shaft
include such compulsory pooling as wel! s pooling effected under this Paragraph 6.

7. Lesser Interest. if Lessor owns less than the entire and undivided mineral estate in the above-described land or any portion thereof, the royalties, shut-in royalties and rentals herein
provided shall be paid to Lessor only in the proportion which Lessor's interest bears to the whole and undivided mineral estate in said land or portion thereof. Any interest in the production from
the lands herein described to which the interest of Lessor may be subject, shall be deducted from the royaity herein reserved.

8. Ownership Changes. The interest of either Lessor or Lessee hereunder may be assigned, devised or otherwise transferred in whole or in part, by area and/or by depth or zone, and the rights
and obligations of the parties hereunder shall extend to their respective heirs, devisees, executors, administrators, successors and assigns. No change in Lessor's ownership shall have the
effect of reducing the rights or enlarging the obligations of Lessee hereunder, and no change in ownership shall be binding on Lessee untif 45 days after Lessee has been furnished the originals
or certified copies of the documents effecting such change, or until Lessor has satisfied the notification requirements contained in Lessee's usual form of division order, which Lessor hereby
agrees to execute prior to the payment of royalties hereunder. In the event of the death of any person entitied to rentals or shut-in royalties hereunder, Lessee may pay such rentals or shut-in
royalties to the credit of decedent or decedent’s estate in the depository bank designated above. If at any time two or more persons are entitled to rentals or shut-in royalties hereunder, Lessee
may pay such rentals or shut-in royalties io such persons or to their credit in the depository bank, either jointly, or separately in proportion to the interest which each owns. If Lessee transfers
its interest hereunder in whole or in part Lessee shall be relieved of all obligations thereafter arising with respect to the transferred interest, and failure of transferee to satisfy such obligations
with respect to the transferred interest shall not affect the rights of Lessee with respect to the interest not so transferred. If Lessee transfers a full or undivided interest in all or any portion of the
area covered by this lease, the obligation to pay rental hereunder shall be divided between Lessee and the transferee in proportion to the net acreage interest in this lease then he?g by each, and
for such purpose the number of lease acres described in Paragraph 1 shali be deemed correct. whether actually more or less.

9. Release of Lease. Lessee may, at any time and from time ta time. deliver to Lessor or file of record a written release of this tease as to a full or undivided interest in all or any portion of the

area covered by this lease or any depths or zones thereunder, and shall thereupon be relieved of all obligations thereafter arisin? with respect to the interest so released. If Lessee releases all or

an undivided interest (n less than all of the area covered hereby, Lessee’s obligaticas to pay rentals and shut-in royaities shall be proportionately reduced in accordance with the net acreage

interest retained hereunder, and for such purpose the number of fease acres described in Paragraph 1 shali be deemed correct, whether actually more or less. (282)
/
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EXHIBIT v co®

Attached to and made a part of that certain Operating Agreement dated November 1, 1995, by and
between Meridian 0il Inc., as Operator, and Nations Geophysical. Inc.. et al. as Nopn-

Operators

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting Procedure

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

nance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the 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.

“Matecrial” shall mean personal property, equipment or supplies acqun‘ed or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2. Statement and Billings

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

detail.

3. Advances and Payments by Non-Operators

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

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Texas Commerce
on the first day of the month in which delinquency occurs plus 2% or the maximum
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments

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

Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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5. Audits

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

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

6. Approval By Non-Operators

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

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 Su'pervisors 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 directly employed
in the operation of the Joint Property if such charges are excluded from the overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees
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 II. If percentage assessment

is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section 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 Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

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

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section III. 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.

Equipment and Facilities Furnished By Operator

per annum. Such rates shall not exceed average commercial rates currently pre-
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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

Petroleurn Motor Transport Association.

Damages and Losses to Joint Property

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

after a report thereof has been received by Operator.

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, except that no charge for services of Operator’s legal staff or fees or expense of outside attor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the
overhead provisions of Section III unless otherwise agreed to by the Parties, except as provided in Section I, Paragraph

3.

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.

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.

Abandonment and Reclamation

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

Communications

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

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,
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ITII. OVERHEAD

1.  Overhead - Drilling and Producing Operations

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

i

(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.

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

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

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

the operation of the Joint Property:

() shall be covered by the overhead rates, or
( 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 $ 2,000
(Prorated for less than a full month)

Producing Well Rate § 200

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

(a) Drilling Well Rate

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

more consecutive calendar days.

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

(b) Producing Well Rates

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

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

ing regulatory authority.

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

outlet.

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

drilling well rate applies.

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

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

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

(b) Operating

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

Paragraphs 2 and 10 of Section I1, all salvage credits, the vaJue 6l injected substances purchased for secondary
recovery and all taxes and assessments which are levijed;assessed and paid upon the mineral interest in and

to the Joint Property.

24

heUse of drilling rig and crew capable of drilling to the producing interval on the Joint Prop-
eliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
e well is not completed as a producer and orxgmal cost of construction or installation of fixed assets, the

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 Jomt
Account for overhead based on the following rates for any Major Construction project in excess of $ :

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

B. 3
C. 2 % of costs in excess of $1,000,000.

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

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 ocecurrence 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.___ 95 % of total costs through $100,000; plus

B.__ 3 % of total costs in excess of $100,000 but less than $1,000,000; plus
C.—2 % of total costs in excess of $1,000,000.

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

4. Amendment of Rates

The overhead rates provided for in this Section 11l 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 dlsposmon 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.

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:




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
may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown,

Ohio.
(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-

portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1Xa). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field

Haulers Association interstate truck rate shall be used.

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

the railway receiving point nearest the Joint Property.

{d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.0.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 % 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.

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

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

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

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

(3) Material not used on and moved from the Joint Property
At seventy-five percent (75%) of current new price as determined by Paragraph A.

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

C. Other Used Material
(1) Condition C

Material which is not in sound and serviceable condition and not suitable for its original function until after recon-
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning

does not exceed Condition B value.
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(2) Condition D

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

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

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

(3) Condition E

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

D. Obsolete Material

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

E. Pricing Conditions

(1) Loading or unioading 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.

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.

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.

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.

Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be m_ade within six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

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

of Operator, all Parties shall be governed by such inventory.

Expense of Conducting Inventories

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the
Parties.
B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
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"ONSHORE"

EXHIBIT "D"

Attached to and made a part of that certain Operating Agreement dated November 1, 1995,
between Meridian Oil Inc., as Operator, and Nations Geophysical, Inc., et al, as Non-Operators

INSURANCE

To protect against liability, loss or expense arising from damage to property, injury or death of
any person or persons, incurred out of, in connection with, or resulting from the operations
provided hereunder, Operator shall maintain in force during the entire period of this agreement the
following Schedule A insurance coverage for the benefit of the joint account. Schedule B
coverages are the minimum limits and type of insurances required to be maintained by Operator
and each Non-Operator as to their respective working interest. All Schedule A and Schedule B
insurance shall be obtained from financially sound, Best rate B+ Class VI or above reliable
insurance companies authorized to do business in the state in which the operations are to be
performed. Each policy shall provide for a waiver of subrogation rights against the other
signatory parties.

SCHEDULE A - OPERATOR FOR THE JOINT ACCOUNT

VERAGE LIMITSOF LI T

a. Workers' Compensation Statutory

b. Employers' Liability Combined Single Limit
Per occurrence of $1,000,000.

SCHEDULE B - OPERATOR AND EACH NON-OPERATOR AS TO ITS WORKING
INTEREST

Each working interest owner's insurance is intended to cover such owner's working interest in

the Joint Account and its coverages respond to such owner's pro-rata share of any Joint

Account loss.
COVERAGES

LIMITS OF LIABILITY

a. Comprehensive General Liability
including Personal Injury, Premises/
Operations coverage, Owners and
Contractors Protective Liability,
Contractual Liability, Products and
Completed Operation Liability

Bodily Injury Liability/
Property Damage Liability

Combined Single Limit
Per occurrence of $5,000,000

b. Comprehensive Automobile Liability
including coverage of Owned and Non-
Owned Automobiles and Hired Car coverage

Bodily Injury Liability/
Property Damage Liability

Control of Well including Clean-Up
Containment, Seepage, Pollution,
Contamination, and Redrilling Expense

Combined Single Limit
Per occurrence of $5,000,000

Per occurrence of each working
interest owner's share of
$20,000,000, but not less than



(This coverage is maintained while $1,000,000
drilling from spudding to completion.)
YERAGE LIMITS OF LIABILITY

EXAMPLE: A Non-Operator owning a 20%
working interest in the Joint
Account properties is required
to carry a minimum of 20% x
$20,000,000 or $4,000,000
Control of Well coverage, but
a 4% Working Interest Owner is
required to carry a minimum of
$1,000,000 coverage.

Note: If a Non-Operator elects not to
purchase Control of Well coverage
direct to protect his working in-
terest, he may elect to participate
in Operator'scoverage at a premium
rate heretofore determined by
Operator and available to all
Non-Operators upon request.

d. If Aircraft, including helicopters, are Combined Single Limit
used in operations, include Aircraft Per occurrence of $5,000,000
Liability, Passenger Liability and
Property Damage Liability Insurance
covering Owned, Non-Owned Aircraft
and Hired Aircraft

e. If Watercraft are used in any
inland operations:
(a) Protection and Indemnity Combined Single Limit
Insurance on the SP23 form or Per occurrence of $10,000,000
equivalent, (or, in the alternative,
deletion of the watercraft
exclusion from the Comprehen-
sive General Liability Policy)

(b) Hull and Machinery
Insurance to the market value
of the vessel or $1,000,000,
whichever is greater, on the
American Institute Hull Clause
(June 2, 1977) form or its
equivalent

f.  Property (excluding Business Blanket limit
Interruption)

Operator may include the Schedule A coverage for the joint account under its self insurance

program provided Operator complies with applicable laws, and in such an event Operator shall
charge to the Joint Account manual rate premiums.

Operator, as a working interest owner, shall also obtain for his own account the minimum
insurances and limits required by Schedule B. These insurances obtained by Operator and Non-
Operators will respond to a loss on a pro-rata working interest basis, and not as primary, to any
other valid and collectible insurances. Non-Operators will not be additional insurers on
Operator's policy unless specifically agreed to by Operator and the appropriate premium charged



EXHIBIT E
GAS BALANCING AGREEMENT

Attached to and made a part of Operating Agreement dated November 1, 1995,
' between Meridian Oil Inc., as Operator, and
Nations Geophysical, Inc., et al, as Non-Operators

1. In accordance with the terms of the Operating Agreement to which this
Agreement is attached, each party shall take its share of oil and gas in kind and separately
dispose of its proportionate share of the oil and gas produced from the wells on the leases within
the Contract Area. In the event any party hereto fails, or is unable, to take and market its share of

the gas as produced for any reason, the terms of this Agreement shall automatically become
effective.

2. As long as any gas produced from any of said wells is subject to the regulations
of the Federal Energy Regulatory Commission (FERC), or any successor governmental
authority, under any section of the Natural Gas Act, the Natural Gas Policy Act of 1978 (NGPA),
or other statutory authority, which establishes maximum lawful prices for the gas, each party
should receive its allocated share of the category of gas in accordance with its interest in
production from said well. It is the intent of this Agreement that balancing of gas taken will be
based upon the allocated volumes of each category of gas. Any deregulated gas shall be treated
as a separate category for purposes of balancing.

3. During any period or periods when a party fails, or is unable, to take and
market its full share of gas produced, each of the other parties shall be entitled to but not
obligated to, take and deliver to its purchaser its proportionate part of all of such gas production
not taken by others. Each party failing to take or market its full share of the gas as produced
shall be considered underproduced by a quantity of gas equal to its share of the gas produced
from the lease, less such party's share of the gas taken by such party or in behalf of such party,
vented, lost, or used in lease operations. Those parties which are capable of taking and
marketing the underproduced quantity of gas allocable to an underproduced party, in the absence
of any other agreement between them, shall each take a share of the gas attributed to each
underproduced party in the direct proportion that said producing party's interest bears to the total
interest of all parties taking underproduced gas and each of said producing parties shall be
considered to be overproduced. All gas (including overproduction or make-up) taken and
marketed by a party in accordance with the terms of this Agreement, regardless of whether such
party is underproduced or overproduced, shall be regarded as gas taken for its own account with
title thereto being in such party.

4, All parties hereto shall share in and own the liquid hydrocarbons recovered
from all gas by primary separation equipment prior to processing in a gas plant in accordance
with their respective interests as specified in the above described Operating Agreement, whether
or not such parties are actually producing and marketing gas at such time.

5. The Operator will maintain appropriate accounting on a monthly and
cumulative basis of the quantities of gas each party is entitled to receive and the quantities of gas
taken and marketed by each of the parties. For the sole purpose of implementing the terms of
this Agreement and adjusting gas imbalances which may occur, each party disposing of gas from
the lease in any month, to the extent required, shall furnish or cause to be furnished to the
Operator by the last day of each calendar month a statement showing the total volume of gas sold
by such party or taken in kind for its own account during the preceding calendar month (the
"report period"). Within sixty (60) days after the end of each report period, the Operator shall
furnish each party a statement showing the status of the overproduced and underproduced
accounts of all parties. All gas volumes under this paragraph will be identified by the
appropriate category provided under the NGPA or any other law or regulation in effect. In the
event deregulation occurs, the gas volumes will be identified additionally in that category. Each
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party to this Gas Balancing Agreement agrees that it will not utilize any information obtained
hereunder for any purpose other than implementing the terms of this Gas Balancing Agreement.

6. Any party who is underproduced as to a given category of gas shall endeavor to
bring its taking of gas of that category into balance. After written notice to the Operator, any
party may begin taking and delivering to its purchaser(s) its full share of each category of gas
produced. To allow for the recovery and make up of underproduced gas in a category and to
balance the gas account for the interests, the underproduced party or parties for a category of gas
shall after written notice to the Operator, also be entitled to take up to an additional fifty percent
(50%) of the monthly quantity of that category of gas attributable to each overproduced party. In
the event there is more than one underproduced or overproduced party, unless otherwise agreed,
each underproduced and overproduced party's share of make-up gas shall be in the direct
proportion of its interest to the total interests of all underproduced or overproduced parties taking
or furnishing make-up gas. The first gas made up shall be assumed to be the first gas
underproduced.

7. [f at the termination of gas production of a given category of gas, an imbalance
exists between the parties, a monetary settlement of the imbalance between the parties shall be
made within a reasonable length of time after such gas production permanently ceases. The
amount of the monetary settlement will be limited to the proceeds actually received by each
overproduced party at the time of overproduction, less royalties and taxes paid on such
overproduction. If an overproduced party did not sell its gas but otherwise utilized such gas in
its own operations, such gas will be valued at the maximum price which the overproduced party
could have received for such gas at the time of overproduction under such party's sales contract,
or, if none, the weighted average price received by all other parties for their gas sold at that time.
That portion of the monies collected by each overproduced party which is subject to refund by
orders of the FERC, may be withheld by the overproduced party until such prices are fully
approved by the FERC, unless each underproduced party furnishes a bond or corporate
undertaking agreement acceptable to the overproduced party to hold the overproduced party
harmless from financial loss due to orders by the FERC.

8. Nothing herein shall change or affect each party's obligations to pay its
proportionate share of all costs and liabilities incurred in operations, as its share thereof is set
forth in the above described Operating Agreement.

9. Each party shall pay, or cause to be paid, all production and severance taxes
due on all volumes of gas actually utilized or sold for its own account.

10. Nothing herein shall be construed to deny any party the right, from time to
time, to produce and take or deliver to its purchaser the full well stream for a period not to
exceed seventy-two (72) hours to meet the deliverability test required by its purchaser.

11. The parties recognize that at some time after the date of this Agreement,
legislation, judicial decision(s) or executive action may cause part or all of the then remaining
gas reserves subject to this Agreement to be deregulated and no longer be subject to Federal price
regulation. If in such an event an imbalance exists between the parties as to a given category of
gas which is deregulated, a monetary settlement of such imbalance between the parties shall be
made. The amount of the monetary settlement will be limited to the proceeds actually received
by each overproduced party at the time of overproduction, less royalties and taxes paid on such
overproduction, up to and including the date deregulation occurs. After such monetary
settlement has been fully made for any imbalance that existed for a given category of gas on the
date of price deregulation, this Agreement shall continue to apply to all gas produced from lands
covered by the Operating Agreement.

12. Nothing herein shall be construed as ever altering, amending or negating any
agreement heretofore entered into by any party hereto obligating such party to pay any overriding
royalty, payment out of production or royalties payable under any lease out of its interest
regardless of whether such party is or is not taking or selling its full share of production.
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MERIDIAN OIL INC.

DRILLING WELL COST ESTIMATE

LEASE WELL: Caddell "29" No. 1 PREPARED BY: T. J. Fnesenhahn’ﬁFDATE
COUNTY/STATE: Lea / New Mexico APPROVED BY: H. A.Lee  //ys DATE: 7]ﬁﬁ
PROPOSED TOTAL DEPTH: 9,900 AFE TYPE: DEVELOPMENT DRILLING™ ~
FOOTAGE TOTAL DEPTH: 9,900
[accT] AFE NOMENCLATURE | | DRYHOLECOST | | SUSPENDED COST |
248- INTANGIBLE DRILLING COSTS DAYS: 25 25
2 Environmentar Studies 2] $1,200 | 2] $1,200
3 Construction {location, roads, etc) 3 $35,000 | 3 $35,000
4 Surface restoration 4 4
5 Move in, move out 5 5
6 Contractor Fees-Footage; $/ foot: $17.70 6 $175,200 | 6 $175,200
7 Contractor Fees-Daywork; $/day: $4,800.00 7 $28,800 | 7 $28,800
8 Environmental fire and safety 8 $4,400 | 8 $4,400
9 Drilling fluids 9 $12,000 | 9 $12,000
10 Gas and Air Drilling 10 10
11 Drilling fluids - Processing & Maint. equip 11 11
12 Specialty fluids and chemicals 12 12
13 Engineering services-fluids and chemicals 13 13
14 Salt/brine water 14 $4,800 (14 $4,800
15 Salt water disposal 15 15
16 Water 16 $8,900 |18 $8,900
17 Bits, reamers and stabilizers 17 17
18 Primary cement, services and accessories 18 $44,000 |18 $68,000
19 Squeeze cement, services and accessories 19 19
20 Mud logging/paleo 20 $9,000 |20 $9,000
21 Wireline logging 21 $17,000 |21 $17,000
22 Coring and analysis 22 22
23 Fuel 23 23
24 BOP's and wellhead rentals - surface 24 $800 |24 $800
25 Drill/work string reritals - subsurface 25 25
26 Fishing tool rente's 26 26
26 Other remtate BEFORE THE K 2
29 Transportation olL CONSERVATI\O‘N DI\{ISION 35900 |29 311860
, ! .. Case No. 11417 Exhibit No. i}_ ' ’
30 Disposal services {offsite) Submitted By: 30
31 grill stem ;tzstﬁ MERIDIAN OIL. INC $10,000 |3t $10,000
32 Directional drilling . N ’ 32
33 Tubular inspection Hearing Date: November 2, 1995 . sT400 |33 53100
34 Cased hole logs 34 $700 {34 $700
40 Casing crews and laydown services 40 40
43 Consultants 43 43
45 Roustabout and contract labor 45 $2,000 {45 $2,000
46 Miscellaneous 48 $1,000 |46 $1,000
62 Environmental compliance 62 62
72 Company supervision and overhead 72 $12,500 |72 $12,500
TOTAL INTANGIBLE COST $374,600 $406,200
TANGIBLE DRILLING COST
80 Casing 80] [80]
450 ft.o 133/8 in. $17.50 /ft (SURFACE) $7.900 $7,900
4,400 {ft.o 85/8 in. $9.85 /ft (INTERMEDIATE) $43,300 $43,300
9,900 ft.o 51/2 in. 3575 [ft (PRODUCTION) $56,900
ft. of in. /ft  (LINER)
82 Downhole equipment {packers, bridge plugs) 82 82
84 Downhole equipment accessories 84 84
86 Wellhead equ Lment. 86 $3,000 |86 $8,000
87 Miscellaneous EL 187
TOTAL TANGIBLE COST $54,200 $116,100
l TOTAL DRILLING COST ESTIMATE 1 $428,800 | ( $522,300 |
$43.31  /ft. &R IR ke



MERIDIAN OIL INC,
WELL COSTESTIMAT

- ey~

COMPLETION
LEASE/WELL NAME: East Echols NDW PREPARED BY: David Chapman DATE:
LEASE/WELL TYPE: East Echols(Wolfcamp)Field APPROVED BY: DATE:
AFE TYPE: New Well Completion COST CENTER:
ACCOUNT NO:
COMP WORK AFE NOMENCLATURE BUDGET
249 244  INTANGIBLE COSTS 7 Days
02 02 Location, Roads of Canals (Pre-COoMSIE.) ......c.c.oiiiicnmiinanensnsmsiess st assressassesssonsestions
03 03 Location, Roads or Canals - Construction and Maintenance .. $2,000
04 04 Location, Roads or Canals - (Surface Restoration) .........................
05 0s MOVE-iN, MOVEB-OUL..........cccccocviiecriintiricnit et srs s b st e sessasrassas s eemens
06 06 Feesof Contractor-Foolage (___  $/FT).iincccnvccnnnes
07 o7 Fees of Contractor - Daywork and Completion Rig ( $1.600/Day).........ooo... $11,200
08 08 Fire and Safety EQUIPIMENt ................ccc.oooiniiiiii ettt s s
09 2] Dritting Fluid Systems - LIQUIS ........cc.ccoooiiiiiiii st nr e
10 10 Dirilling Fluid Systems - Gas and Air Drilling ............
11 11 Drilling Fluid Systems - Processing and Maintenance
12 2 Fluids and Chemicals - Specialty FIUIS ...................cccccoooiirirrieiicniec e
14 14 SANBING WELEH ...........ovieieiie ettt sttt ettt ean et s rasennsenatsessane $2,500
15 15 Onsite Disposal Services ..
16 16 Fresh Water
17 17 BB ... eeierit et et e et ettt e oo a etk b e a R SRk aar et st eresane e nn s be s eaee st sneseene $1,500
18 18 Primary Cement, Coment Services, & ACCES............ccc..ocvruicieicrcrieien et scseaneatonas
19 19 Remedial Cementing
20 20 MudLogging .. .
21
22 22
23 22 FuelElectricity ..............c.cccovnmnrininnnns
24 24 BOP's and Wellhead Rentals (Surface) ... $2,500
25 25 Drill'Work String Rentals (SUBSUMACE) .............ccocoeveeiriiretieeeie v reetenasse s ssesesssene $3,000
26 26 Fishing TOOI ROMAIS...............cccov. oot ss sttt s st enas s e
21 27 Tanks Rentals........ $2,500
28 28 Other Rentals... $3,500
29 29 Transportation....... $1,200
30 30 Offsite Disposal Services... $3,500
3 3 Drill Stem Tests .............
32 3z Directional Services...
33 kS Tubular Inspection .................ccovvvronivnnniinieneenne,
34 34 Cased Hole Services100 shots & CBL .............c.coeenee. _$5,600
36 36 Production Testing............ccc..ccocecene $3,000
a7 3 Swabbing and Coiled Tubing........
38 38 Stimulation 7500 gal & 250 gal pickle...............ccocvunene. $14,000
39 3 FRACIUING. ... evvoeveeeessoseervenenseeseescssessseesseaeeesesenesssessoeeeene
40 4C Casing Crews and Laydown .............
41 41 Gravel Pack/Sand Control ...
2 42 BOP TOBING ..ot sttt et bbb en s et areneat e
43 43 CONBUHANMS ........ovneticti e ettt e rs e sb s bes b e et e s et et s eosstbmsbasnia
44 44 Technical Contract Services. $1,000
45 45 Roustabout Labor ............. $1,500
48 48 Miscellaneous............. $2,000
48 48 Communication Systems..
49 49 Packer Rental ............... '$2,000
50 50 Pumping Charges ..........cccocorienennian
62 62 Environmental Compliance - Assessment ......................ccooevirveornnn.
63 63 Environmental Compliance - Remediation ............................ocoeieveenin.
65 65 Company Vehicles ...
68 68 Direct Labor ..........coeeiierviiccnnne
72 72 Company Supervision and Overhead ...t e en e $7,000
JOTAL INTANGIBLES $69,500
80 80
81 81 $36,000
C 9,900 f.
C ft.
( ft. in. $/t)
82 82 Packers and BridQe PIUgS ..ottt st s er s e seasannnas
84 84 Casing/Liner Equipment ...
85 85 Tubing Equipment............cocoeenvnn $1,700
86 86 Wellhead Equipment and Xmas Tree ...t eease s e eesannne
TOTAL TANGIBLE $37,700
TOTAL COMPLETION $107,200
REV. 4/94
07/10/95 ¢ \winword\c ostestV\CADDELL] DOC

CAWINWORD\COSTESTM\B REA.DOC

1:34 PM7/10/95



WELL COSTESTIMATE
FACILITIES / PRODUCTION FACILITIES

LEASE/WELL NAME: Caddell 28 # 1 (East Echoals) PREPARED BY: J. R. LaPlante DATE: 7/3/95
CUUNTYISTATE Lea County, New Mexico PREPARED BY: Bill Rea DATE:  7/6/95
AFE TYPE: (06) Capital Facilities APPROVED BY:
PROPOSED TD: _9,900' Wolfcamp
JOB SCOPE  NDW facilities
ACCOUNT NO: AFE NOMENCLATURE
247 FACILITIES ESTIMATED
PRODUCTION FACILITIES COST
Intangible
02 InStAl LADOL.... .o.ooeoicie ettt e $3,500 $8,000
LABOT.......vieie ittt es e e ettt 0 $3,000
DI WOTK oot e e et ettt $500 $2,000 $17,000
PAINING. ..ot e ettt 0 0
03 Company VERICIES........ooooiiiiiiiiiiie e 0 0 $0
08  Location, Roads or Canals............c.coovviomecerieeieceeoeeeeceeea e 0 0 $ 0
12 Overhead........c. cooiiiic et st s st enen 0 0 $ 0
17 Damages, Property Losses and Other.........coooooooiiiicinnn 0 0 $ 0
A3 SAElY...ooiiiis e bbb 0 0 $0
44  Engineering/Lab/Technical Contract Services..............cccceorvrvnninnes $500 0 $ 500
47  Rental Compressor & Maintenance.........ccuericevensernenessassensessiosens 0 0 $ 0
48  Rental EQUIPMENt.. ..o ssansaees 0 0 $ 0
49 Cathodic Proteciion.........co.ccieeesinceserineneiinnnencesseceesnseerseseeecsenes 0 0 $0
50  Right-of-Way _ @s 0 0 $0
57  Pulling Unit Cost - (Subsurface) 0 0 $0
62 Environment Compliance (Assessment).......c..cccooovriieiinsicinencann. Q. 0 $ 0
63  Environment Compliance (Remediation)..........c.ccoovvioevemiiriicvninnnnn. 0 0 $ 0
68  Company Supervision 0 $2,000 $2,000
73 Freight/ Transportation..............cccoeviioieereoninios e e $4,000 $1,000 $5,000
Total Intangible e eaenseens $8,500 $16,000 $24,500
Tangible
20  Equipment Coating and Insulation...........ccocoonnuieireiinrnncenenennns 0 $3,000 $3,000
27  Separators $13,000
Unfired.....30” x 10”2 phase sep.........cccooeiviir e, 0 $3,000
Fired.........0” x 20’ 3 phaset htr trt.... 0 $10,000
28  Gas Sweetening EQUIPMENt. ..o 0 0 $0
29 Pumping Unit.... . American Prod 1 C 640 -365- 144....................... $51,000 0 $51,000
31 Prime Mover...... 60 HpNema D ..o e $1,600 0 $1,600
32 Tanks $36,000
Oil Tank _ _ 3 SOOBBL@ __ i, 0 $24,000
Wir Tank __1 500BBL@ i, 0 $8,000
Tank Walkviay. ..o e 0 $4,000
33 Mctenng Equipment.... 0 0 $ 0
LACT UDIL. oot 0
35  Compressor - Company Owned..... 0 0 $0
36 Buildings......co. i e 0 0 $ 0
39 Misc. Flowlines, Pipes, Valves, & Fittings..(4 slod hdr)..........oo.. 0 $18,000 $18,000
ST Minor PIpelines.. .....o..ccooeriviieiieieceeceireses st 0 0 $ 0
53 Surface PUMPS.......coocoeriiiicieierie e 0 0 $ 0
54  Electrical Accessories $1,600 0 $1,600
55  Miscellaneous - Facility Expense 0 $15,000 $15,000
81 TUBIRE..ccovviieieis ettt et e vrsee et st rb s e sttt e 0 0 $0
82 Rods..... 9,800" Norris 97 ................ $21,000 0 $21,000
83 Down Hole Pumps........ 2V X I Yo $2,300 0 $2,300
84  Alternative Artificial Lift Equipment....Delta-X POC..................... $3,500 0 $3,500
86  Conventional Artificial Lift Well Head Equipment....................... 0 0 $0
96 Gas Dehydrator... .....cocoviivinniiiiiieiie e N Q 0 $ 0
Total Tangible.... . $81,000 $85,000 $166,000
Total (Production / Facility) $89,500 $101,000
TOTAL FACILITY COST ESTIMATE $190,500

0710093 ¢ \wirword\costestm\CADDELL] .. YOC

CAWINWORD\COSTESTM\B_REA.DOC
1:34 PM7/10/95




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OiL CONSERVATION DIVISION

In the matter of the hearing called
by the Qil Conservation Division
for the purpose of considering:

CASE NO. 11417
Application of Meridian Oil Inc.
for Compulsory Pooling,
Aunt Lula 30 Well No. 1
Lea County, New Mexico.

CERTIFICATE OF MAILING AND COMPLIANCE WITH ORDER R-8054

W. THOMAS KELLAHIN, attorney in fact and authorized
representative of Meridian Oil Inc., states that the notice provisions of
Division Rule 1207 (Order R-8054) have been complied with, that
Applicant has caused to be conducted a good faith diligent effort to
find the correct addresses of all interested parties entitled to receive
notice, that on the 10th day of October 1995 | caused to be sent, by
certified mail return receipt requested, notice of this hearing and a
copy of the application for the referenced case along with the cover
letter, at least twenty days prior to the hearing set for November 2,
1995, to the parties shown in the application as evidenced by the
attached copies of receipt cards, and that pursuant to Division Rule
1207, notice has been given at the correct addresses provided by

such rule. (1\
\

W. Thomas Kellahin

SUBSCRIBED AND SWORN to before miW 1st day of,N ember 1995.

Notary Pubhc

AT

My Commission Expires: June 15, 1998 o "‘"*—‘um—...,...___M
rFgRE Bian ra e ]

= Ereseani STCENER

- CONSERVATION Division

mga‘ EXSIRIT NO. '
, -:?;‘-. \M\“




SENDER:

* Complete items 1 and/or 2 for additional services.
* Complete items 3, and 41 & b.

® Print vaiie nama nmd ~dd

«Meridian/Aunt Lula 11/2/95
%Qctober 10, 1995

dgeleviuu.

it

ticle number
and the date [

;

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

1. C Addressee’s Address

at we can |

if space
i

2.  Restricted Delivery

| Consuit postmaster for fee.

3. Article Addressed to:

Betty Osborn Biedenhorn Estate &
Betty Osborn Biedenhorn Trust
c/o Osborn Heirs Co.

POB 17968

San Antonio, Texas 78286

T43 Article Number

Uz 4 234z

. 4b Service Type

Q\Reglstered I Insured
T Certified “~= COD
L Express Mail \&Eetum Receipt for
Merchandise
ﬁ

| /C"/}?'VZ\\

5. Signature (Addresse=)

8. Addressed’s Aadiess (Only if requested
/ﬂ\d fee 1s paid)

B.ngm e
AL 277~

PS Form 38711, Decerrber 1991

Is your RETURN ADDRESS completad on the reverse side?

wU.S. GPO: ©1993—352-714

DOMESTIC RETURN RECEIPT

{
; : -
. o

s

8.

6. Sngnatu e ent]

Addressee’s Address {Cnly if requested
and fee is paidl

PS Form 3811, December 1991

#U.S. GPO: 1883—352-714

~
2 SENDER: . )
‘5 * Complete items 1 and/or 2 for additional services. | also wish to receive the
P Complete items 3. and 42 & b. ; following services ifor an extra 2
g_l . T sbis £are— o~ vhat we can | fee): S
§ o Meridian/Aunt Lula 11/2/95 .= . 3
2 if space .« Addressee’'s Address ¢4 !
= do October 10, 1995 | o |

. rticle number. T ; i 2
£ e date 2. __ Restricted Delivery 3
£ detvered. I Consult postmaster for fee. o !
- 3. Article Addressed to: 4a. Article Number x
S U2 282 -2V s
2 william B. Osborn, Jr. 2% Z ‘2 !
£ individually and as Trustee 4b. Service Type _ c
b3 o - Registered — !nsured :
8 of the William B. Osborn, Jr Trust = > = o
@ bog 8C Certified — COD %
n . - Ret R ipt

i ~ Express Mail eturn Receipt for 3

&l san Antonio, Texas 78217 g P ““Merchandise s
Q | 7. Date of Delivery -
[a] ! . =
< g
4
x I
e <
m <
b -
5
o
Y
&

DOMESTIC RETURN RECEIPT

SENDER:
e Complete items 1 and/or 2 for additional services.
s Complete items 3, and 4a & b.

|
{ | also wish to receive the
following services (for an extra

* Pant your name and address -n the reverse of this form so that we can fea):
return this card to you. ] Add '« Add :
. i o - . ressee’s ress
osn Meridian/Aunt Lula 11/2/95 ¢
. W . 2 number. I ; H K
he OCtObe 10, 1995 | the date | 2. _ Restricted Delivery
dek’veredA | Consult postmaster for fee:
3. Article Addressed to: i 4a. Art;cie Number e t
Charlotte Osborn Barrett Trust 7 L[ - &L/ &
Marcus Thurman Bairett, ||! ir\diVIdei“Y an. “Service Type ~ ‘
William Osborn Barrett, individually __ Registered _ ‘nsured
¢/o Barrett Brothers Oil & Gas b2 gertified —~ cop
B 171190 - ~~- Return Receipt for
PO A s 78917 Express Mai ~Jeturn Rece
San Antonio, Te I 7. Date of Delivery .

5. Sagnati.lre (Addressee)

J

| 6. sjyak\ure (A m)/L C/

8. Addressee’s Address (Only if requested ,
and fee is paid)

Is your RETURN ADDRESS completed on the reverse side?

PS Form 3811, December 1991

#U.S. GPO: 1893—352-714

DOMESTIC RETURN RECEIPT

424 d&3 427

Receipt for
- Certified Mail
No Insurance Coverage Provided

Do not use for International Mail
{See Reverse)

JAurEesTaes
S TAL SERVA

Rl 1
d?tty Osborn Biedenhorn Estate &

Betty Osborn Biedenhorn Trust
c/o0 Osborn Heirs Co.

POB 17968

San Antonio, Texas 78286

=
o
v Seela Do over, For
s @ .
a
S e e
Lro
I 424 FAF 424
Receipt for
- Certified Mail
No !nsurancfe Coverage Providec
aweosnres - Do not use for International Maii
{See Reverse)

Wlham B. Osborn, Jr.

individually and as Trustee

of the William B. Osborn, Jr Trust
POB 8C

San Antonio, Texas 78217

ﬂ:

Y24 =43 428

Raceipt for

- Certified Mail
No Insurance Coverage Provided
Do not use fcor international Man
{See Reverse!

AMITED STATES
SNSTAL SERVICE

[ I m— |
o R !

|

Q-
Er:arlotte Osborn Barrett Trust
Marcus Thurman Barrett, Il individually
William Osborn Barrett, individually

c/o Barrett Brothers Oil & Gas

POB 171190

San Antonio, Texas 78217

Speuxd Ceoveny Toe

Aegi-aien o

Return Receiol 310w 3

am A Tate Severes

Zeturn Receint Snov

Cata, 3na Aaaressee

A

TOTAL Postige
& Fues

$
Pacrmark

Mendlan/Aunt Lula 11/2/95
October 10, 1995



3 h to receive the
3 DER: " . .1 also wish .
3 .s%I:Implete items 1 andsor 2 for 3dditional services. ' tolowing services (for an extra .g
2. Complete items 3, and 42 &b. . o can . g
g « Print your name and addrace ~= *h~ .-4\.-.. 1 1 /2/95 \ fee): I 5
 rewnt A ridian/Aur.t Lula ace . 1. [ Addressee's Address
> e 4
2 * Attac 10 .‘995 \ ~ | | 2
o e OCtOber ! wmoer! 2 [ Restricted Delivery ‘3
S o it ne date for f g
* Thefl Consult postmaster for fee. e
delivereu

3. Article Addre:ssed to:
Alice J. Dickey .
7608 B Shadow Mountain
Paradise Valley, AZ 85253

icle Number -
A 2 A3 Y5

| ab. Service Type

__ Registered L Insured
"Treertified 7 cop f
= .+ “F2 Return Receipt for
_ Express Mail & Niarchandise

{"7. Date of Delivery

/@ 1)

5. Signature {Addressee)

Thank vou for using Return

8. Addressee’s Address (Only if requested
and fee is paid)
1

6. Sjgngture (Agent)
A (WX

|

{
I .- A0fT

-l e ADM 10a3—352-714

NOMESTIC RETURN RECEIPT

SENDER:

e Complete items 1 and/or 2 for additional services.
e Complete items 3, and 4a & t

¢ Print your name and address ¢n the reverse of this form
return this card to you.

— <=~ ¢k~ drant of tha maiipiece, or on the

éog'Meridian/Aunt l.ula 11/2/95
. +.0October 10, 1995

delivered.
3. Article Addressed to:

National Geophysical, Inc.
1031 Andrews Highway
Ste. 207

Midland, Texas 79701
Attn: Brian Lucas

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

1. I

so that we can

E
back if space 1 Addressee’s Address
|

cle numper | 5 TR e ;
—! Restricted Deiiver
nd the date | : elivery

| Consult postmaster for fee.
| 4a. Articie Number

' 7 - P4
f -2 R ’ 3 \dw
4b. Service Type _
_i Registered . Insured
\] =i Certified — COoD
7 Express Maii s Feturn Receipt for
I P LKT‘ﬂerchandise

7. Date of Delivery

5. Sigmature (Addressee) -~
O (ozertd) TEA A

-z -1

f 8. Addressee’s Address (Only if requested
and fee I1s paid)

6. Signature (Agent)

Thank you for using Return Receipt Service.

Is your RETURN ADDRESS completed on the reverse side? our RETURN_ADDRESS completed on th

PS Form 3811, December 1991  «us.GPo:19s3—3s2714  DOMESTIC RETURN RECEIPT

SENDER:

*» Complete items 1 and/or 2 for additional services.
e Complete items 3, and 4a & b

return this card to you.
e Attach thic farm sa sha boece

Meridian/Aunt Lula 11/2/95
October 10, 1995

* Print your name and address o1 the reverse of this form so <hat we can

i also wisn to receive 1
" follawing services (for an ex

: feei:
‘ack if space 1. .. Adaressee’s Addre.
e article ”“m“'l 2. ._ Restricted Delivery

red and the aae
| Consuit postmaster for fee.

3. Article Addressed to:

John J. Fleet

c/o Fleet Family Mineral
Properties

4332 Livingston Avenue
Dallas, Texas 57205

4a. Article Number

I TY - ¥ L
4b. Service Type
i Registered L. 'nsured

R ~n
s o

Certified _
Y Return Receipt for

- ess Mai
L"/E?DL fd/}qwerchandise

| 7. Bate fDejile . \,//
/f 7, 7 /a/)

5. Si@ddme)\

o
/

8. Addressee’s AdrressUBnly if requested
\_ard fee is paidf~"

6. Sigr‘itu Age?V/}l/[/ \7.

Thank you for using Return Rec

is your RETURN ADDRESS compiuted on the reverse side?

PS Form 3811, Detember 1991

#«U.S. GPO: 1983—352-714

DOMESTIC RETURN RECEIPT

424 243 A3L

Receipt for
- Certified Mail
Ne Insurance Coverage Provided

Do not use for international Mail
{See Reverse!)

MTEQ STA[ES
POSTAL SERVICE

[0 3 SN

Alice J. Dickey

7608 B Shadow Mountain
Paradise Valley, AZ 85253

5
- Scec.d Ze overv foe
wn e T e
o
7 4g2u 243 &3C
Recegipt for
- Cartified Mail
A No insurance Coverage Provided

wremswes DO NOT use for internationai Mail

TR see Reverse!
o

Qe
National Geophysical, Inc.
1031 Andrews Highway
Ste. 207

Midiand, Texas 79701
Attn: Brian Lucas

PS Fo

4ad 283 433

seceipt ior
- Certified Mail
No :nsurance Coverage Proviaea

20 not use for Internat:onal Mar
See 3everse)

|
Sugarberry Oil & Gas Corp &

Globel Natural Resources Corp of
Nevada

2911 Turtle Creek Blvd. Ste. 1080
Dallas, Texas 75219

PS Fon

L s

Meridian/Aunt Lula 11/2/95

October 10, 1995
i l



- . . e

SENDER ; . .
Complete itenis 1 and/or 2 for sdditional services. | al§o wnsh to receive the
Complete items 3, and 42 & b. following services (for an extra

v o ° that we can fee):

;M'erldlan/Aunt Lula 11/2/95
sOctober 10, 1995
a

Z 4d4 243 a43s

Receipt for
Certified Mail

No Insurance Coverage Provided
Do not use for International Maii
(See Reverse)

>

& if space 1. [J Addressee’s Address

aticlenumber 9 [ Restricted Delivery
d and the date

P
R
2 .
® 3
§ 2
: &
-’
£ g
€ dowvwou.—— - - - - S - Consult postmaster for fee. ;8 2] lSem ‘0
t 4a. Article Numbe @
3 3. Article Addressed to: L uZ r 3 ?-55 . John J. Fleet
% Sugarberry Oil & Gas Corp & 2 c/o Fl Fami i
% " Globel Natural Rescurces Corp of 4b. Service Type 2 eet Family Mineral
S Nevada J Registered O insured o Properties
2911 Turtle Creek Blvd. Ste. 1080 “g‘senified d gOtD Fecsiot § £ 4332 Livingston Avenue
. ; eturn Receipt for 3
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STATE OF NEW MEXICO
ENERGY. MINERALS AND NATURAL RESOURCES ., _
DEPARTMENT F o

OIL CONSERVATION DIVISION TR EET

In the matter of the hearing called Di Cope
by the Oil Conservation Division e
for the purpose of considering:

Case No. 11417

Apolication of Meridian Qil Inc.
for Compulsory Pooling,

Aunt Lula 30 Well No. 1

Les County, New Mexico.

PRE-HEARING STATEMENT

This pre-hearing statement is submitted by Meridian Oil Inc. as required by
the Qil Conservation Division.

APPEARANCE OF PARTIES

APPLICANT ATTORNEY
Meridian Qil Inc. W. Thomas Kellahin
P.O Box 51810 Kellahin and Kellahin
Midland, Texas 79710 P.0. Box 2265

Attrn: Don Davis Santa Fe, New Mexico

915-688-6800 (605) 982-4285
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STATEMENT OF CASE

AFPLICANT:

Meridian Oil Inc. seeks approval to pool ali mineral interests in the
Wolfcamp formation underlying the SE/4 of Section 30, Township 10 South,
Range 38 East, NMPM in Lea County, New Mexico. Meridian has a working
interest ownership in the oil and gas minerals underlying the said location.

The subject well, Aunt Lula 30 Well No. 1, is to be drilled at a
standard well location in the NE/4SE/4 of Section 30 to test any and all
formations in the pooled interval. The primary objective being to test for
Woifcamp oil production.

The well is to be dedicated to the appropriate sized spacing unit for
the appropriate pool consisting of the NE/4SE/4 or the SE/4 of said Section
30.

Meridian needs an order of the Division pooling the identified and
described mineral interests involved in order to protect correlative rights and
prevent waste and for the drilling, completion and operations of the subject
well at a standard gas well location upon terms and conditions which
include:

{1) Meridian Oil Inc. be named operator;

(2) provisions for each working interest owner to participate in any
production by reimbursing the applicant for the costs of drilling,
completing, equipping and operating said well;

{3) In the event a working interest owner fails to elect to participate,
then provisions be made to recover out of production,
reimbursement to the applicant for the costs of drilling,
completing, equipping and operating the well, including a risk
factor penalty of 200%;

(4) Provision for overhead rates of $5,000 per month drilling and
$500.00 per month operating and a provision providing for an
adjustment method of the overhead rates as provided by COPAS;
and

(5) For such other and further relief as may be proper.
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PROPQOSED EVIDENCE

APPLICANT

EST. TIME EXHIBITS:

Leslyn Swierc 20 min. 8 total
{Landman)

Adam Szantay 20 min.

(Geologist)

Tom Sago 10 min.

(Geologist)

Chet Babin 10 min.

{Petroleum Engineer)

PROCEDURAL MATTERS

None anticipated at this time.
KELLAHIN AND KELLAHIN

By:
W. Thomas Kellahin
P.O. Box 2265

Santa Fe, New Mexico
{505) 982-4285
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NEW MEX]CO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

BEFORE THE

OIL CONSERVATION DIVISION
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]

[

IN THE MATTER OF THE APPLICATION 1995
OF MERIDIAN OIL INC. FOR /o
COMPUL.SORY POOLING, oMvision

LEA COUNTY, NEW MEXICO.

ENTRY OF APPEARANCE

COMES NOW CAMPBELL, CARR & BERGE, P.A., and hereby enters its
appearance in the above referenced case on behalf of Nations Geophysical, Inc.
Respectfully submitted,

CAMPBELL, CARR & BERGE, P.A.

(l: » .
By: @MC%

WILLIAM F. CARR

Post Office Box 2208

Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR NATIONS GEOPHYSICAL, INC.



CERTIFICATE OF SERVICE

[ Lereby certify that on this 'Zyﬂiay of October, 1995, I have caused to be mailed
a copy of our Entry of Appearance in the above-captioned case to the following named
counsel:

W. Thomas Kellahin, Esq.

Kellahin & Kellahin

Post Office Box 2265

Santa Fe, New Mexico 87504-2265

%MQ% %4

William F. Ca

ENTRY OF APPEARANCE,
Page 2
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NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

BEFORE THE
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF MERIDIAN OIL INC. FOR

COMPULSORY POOLING, L
LEA COUNTY, NEW MEXICO. ASE NO. 11417
ENTRY OF APPEARANCE

COMES NOW CAMPBELL, CARR & BERGE, P.A., and hereby enters its
appearance in the above referenced case on behalf of W B Osborn Oil & Gas Operations.
Respectfully submitted,

CAMPBELL, CARR & BERGE, P.A.

Post Office Box 2208
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR W B OSBORN
OIL & GAS OPERATIONS



CERTIFICATE OF SERVICE

m
[ hereby certify that on this 'Z'-/ “day of October, 1995, I have caused to be mailed

a copy of our Entry of Appearance in the above-captioned case to the following named
counsel:

W. Thomr as Kellahin, Esq.

Kellahin & Kellahin

Post Office Box 2265

Santa Fe, New Mexico 87504-2265

]

st L.

William F. Carf{

ENTRY OF APPEARANCE,
Page 2



