KELLAHIN aAND KELLAHIN
ATTORNEYS AT LAW

EL PaTio BUILDING

W. THOMAS KELLAHIN® 117 NORTH GUADALUPE TEELEPHONE (SOS) 982-4285%5
‘NEW MEXICO BOARD OF LEGAL SPECIALIZATION PostT OFFICE BOXx 2265 TELEFAX (505) 982-2047
RECOGNIZED SPECIALIST {IN THE AREA OF
NATURAL RESOURCES-OIL ANC GAS LAW SANTA FE, NEW MEXICO 87504-22G65
JASON KELLAHIN (RETIRED 1991)

May 13, 1996

HAND DELIVERED

Mr. William J. LeMay, Director
Oil Conservation Division

2040 South Pacheco

Santa Fe, New Mexico 87505

Re: MOTION TO DISMISS
NMOCD Case 11529
Application of Doyle Hartman et al for
Compulsory Pooling, for Amendment of Order R-5448,
for Compensation Pursuant to the Oil & Gas Proceeds
Payment Act and other relief, Lea County, New Mexico

Gentlemen:

On behalf of Meridian Oil Inc., an adversely affected interest owner,
please find enclosed our MOTION TO DISMISS the referenced case. This
case is currently set for hearing on the Examiner’s Docket scheduled for
May 30, 1996.

ry-truly yours,
\*\gﬁ

s Kellahin

hand delivered:
Rand Carroll, Esq.
Attorney for NMOCD

Michael Condon, Esq.
Attorney for Doyle Hartman

cc: Meridian Oil Inc.
Attn: Don Davis



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION CASE NO. 11529
OF DOYLE HARTMAN, ET AL, FOR

COMPULSORY POOLING, FOR AMENDMENT

OF ORDER R-5448, FOR COMPENSATION

PURSUANT TO THE OIL & GAS PROCEEDS

PAYMENT ACT AND OTHER RELIEF,

LEA COUNTY, NEW MEXICO

MOTION TO DISMISS
Comes now MERIDIAN OIL INC. ("Meridian"), by its attorneys,
Kellahin and Kellahin, enters its appearance in this case as an interested
party in opposition to the Applicant and moves the Division to dismiss this

case for the following reasons:

(1) While Meridian has affirmative defenses which will bar
Hartman from recovery, the Oil Conservation Division lacks
jurisdiction to adjudicate claims made pursuant to the Oil and
Gas Proceeds Payment Act, Section 70-10-1 to 70-10-5

NMSA (1978);

(2) That Hartman is attempting to have the Oil Conservation
Division adjudicate his contractual dispute with certain

companies for which the Division has no jurisdiction; and
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(3) Hartman has violated Section 70-2-17(C) NMSA (1978)
by instituting an application for compulsory pooling without
submitting to Meridian Oil Inc. a specific well proposal and

AFE;

(4) That Hartman is attempting to institute compulsory
pooling within an existing spacing unit which is still subject
to a valid and binding DRILLING AND FARMING OUT
CONTRACT dated February 13, 1935 which provides a
contractual means for the drilling of additional wells in the
spacing unit and therefore precludes Hartman from utilizing
the New Mexico Compulsory Pooling provision of the Oil &
Gas Act, Section 70-2-17(C), because such a remedy is
available only when the parties have not reached such a

voluntary agreement;

(5) That Hartman’s application is a collateral attack on a valid
regulatory order of the Division, Order R-4558, which is still

in full force and effect.
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AND IN SUPPORT STATES:

(1) LOCATOR PLAT:

Hartman disputes certain matters within an existing 320-acre
non-standard gas proration and spacing unit ("GPU")
authorized by the Division and currently operated by Meridian
Oil Inc. For convenience of identification, the 320-acre GPU
consists of (a) a 200-acre tract consisting of the W/2NE/4,
E/2NW/4 and NE/4SW/4 and (b) a 120-acre tract consisting
of the W/2SE/4 and the SE/4SW/4 all within Section 7,
T20S, R37E, Lea County, New Mexico. See Exhibit "A"
attached.

(2) DRILLING AND FARMOUT CONTRACT:

The February 13, 1935 Drilling and Farmout Contract
governs operations on the lands which controls the issues

raised in Hartman’s application with the Division.
See Exhibit "B" attached.

(3) HARTMAN’S TITLE DISPUTE IS WITH THE NMFU
PARTNERS AND NOT WITH MERIDIAN

While Meridian is the current operator of the 320-acre GPU,
it is not responsible for Hartman’s title dispute with the
NMFU Partners.

The 200-acre tract is owned by certain parties including the
NMFU Partners which consists of Conoco, Inc. Amoco
Production Company, Atlantic Richfield Company and
Chevron USA Inc. The NMFU Partners have contractually
agreed that all four NMFU Partners must unanimously agree
to an assignment to a third party before that assignment is
valid.
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The NMFU Partners had assigned to Hartman interests in the
MKA Lease which involves the 120-acre tract, but some of
the NMFU Partners for some time took the position that that
assignment did not include production from the Britt 3 Well
and the Britt 12 Well which are physically located within the
200-acre tract but included along with the 120-acre tract in
the 320-acre GPU. Hartman took the position that he was
entitled to share in production from those two wells because
those two wells were dedicated to the 320-acre GPU which
included his interest in the 120-acre tract.

As is the custom and practice in the industry, it is essential
that the selling parties (NMFU Partners) execute a transfer
order which authorizes Meridian as operator to acknowledge
that Hartman (as buyer) is entitle to receive proceeds/
production from these wells as of a certain date.

While Meridian as operator has never been responsible for
recognizing or determine what interest, if any, Hartman had
in the production, Meridian did attempt to facilitate a
resolution of the dispute between Hartman and the NMFU
Partners. By letter dated May 5, 1992, Meridian advised
Mary Walta, attorney for Doyle Hartman, that in the event
the NMFU Partners do not agree with Hartman, Meridian did
not want to be caught in the middle of such a disagreement.
See Exhibit "C" attached.

Hartman recognizes that his claim for revenues and joint
interest billings attributable to his interest were predicated
upon obtaining transfer orders from the NMFU Partners over
whom Meridian has no control. See letter dated October 22,
1992 from Mary Walter, attorney for Doyle Hartman to
Conoco concerning attempts to close on Hartman’s interest.
See Exhibit "D" attached.

By letter dated May 3, 1996, Meridian advised Michael
Condon, attorney for Hartman, that Meridian was not

responsible for resolving this dispute over production. See
Exhibit "E" attached.
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(4) TITLE OPINION DATED 12/30/91:

Hartman has asserted claims of ownership in this spacing unit
arising from various sources.

Hartman contends that "Meridian has ignored its own title
opinion which recognizes Hartman’s interest” (See Paragraph
15 of Hartman Application)

Contrary to Hartman’s contention, this title opinion only dealt
with the title of record acquired by Hartman in the leases (in
these instances certain operating rights, ie "working
interests”) and does not and cannot substitute for a transfer
order which is the essential document by which the Operator
is authorized to stop paying one party and start paying another
party for a certain share of actual production.

(5) HARTMAN’S TITLE PROBLEM:

While this contractual dispute between Hartman and the
NMFU Partners has been on going for some three (3) years,
it i1s not Meridian’s responsibility to resolve it. In fact
Hartman recognizes that his claim for revenues and joint
interest billings attributable to his interest were predicated
upon obtaining transfer orders from the NMFU Partners over
whom Meridian has no control. See letter dated October 22,
1992 from Mary Walter, attorney for Doyle Hartman to
Conoco concerning attempts to close on Hartman’s interest.
See Exhibit "D" attached.

Prior to closing on Hartman’s interest in the lease and wells
within this GPU, Hartman and Meridian agreed that in order
to verify Hartman’s ownership, transfer orders would need to
be executed by the assignors of Hartman (the NMFU
Partners). See Purchase and Sale Agreement dated April 20,
1992. See Exhibit "F" attached.
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An amendment was signed which required a subsequent
closing on a portion of the properties in which Meridian did
not close at the time of the original closing. Hartman and
Meridian agreed that Meridian would purchase the second
group of properties upon execution of transfer orders by all
NMFU partners. See Amendment to Purchase and Sale
Agreement (attached as Exhibit "G").

Hartman executed both the Purchase Agreement and the
Amendment to Purchase and Sale Agreement acknowledging
that a problem existed concerning his ownership.

(6) THE NMFU PARTNERS TRANSFER ORDERS:

As of February 9, 1993, there continued to exist differences
of opinions among the NMFU Partners as to whether
Hartman received any interest in the 200 acre tract of the
GPU.

On February 9, 1993, Meridian advised Ms. Walta, attorney
for Hartman, that "Until Meridian can obtain some
satisfactory confirmation of these interest by all of the NMFU
parties, Meridian and the Hartmans cannot go forward and
close on the interest described ..." See Exhibit "H" attached.

On February 19, 1993, Meridian again advised Ms. Walta,
attorney for Hartman, that Amoco and ARCO still had not
signed the transfer orders. See Exhibit "I" attached.

(7) THIS DISPUTE IS BEING RESOLVED

By letter dated April 8, 1996 some twenty one (21) days after
Hartman filed his Application in this case, Meridian wrote
Hartman advising that Meridian was preparing a final
reconciliation concerning the expenses and revenues attributed
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to the subject wells and upon review by the NMFU Partners
and Mr. Hartman this matter would be resolved. See Exhibit
"J" attached.

(8) THE DIVISION DECLINED JURISDICTION OVER
A SIMILAR DISPUTE IN THIS SPACING UNIT:

This contractual dispute between Hartman and the NMFU
Partners concerning obtaining transfer orders for production
from the Britt 3 and 12 Wells is no different than the 1991
contractual dispute between Hartman and Union Texas
Petroleum over production from these same wells.

By letter dated October 11, 1991, the Division advised
Hartman that the "disputes between Doyle Hartman and
Union Texas Petroleum and Meridian Oil Inc is contractual
and the Oil Conservation Division does not have the
jurisdiction or authority to enter into or resolve such disputes”
See Exhibit "K" attached.

WHEREFORE Meridian Oil Inc. requests that the Division
Hearing Examiner grant this motion and dismiss Oil Conservation

Division Case 11529 because:

(a) Section 70-2-17 NMSA (1978) is applicable only for those
instances in which a spacing unit is available and the parties
in that spacing unit cannot agree to pool their interests;

(b) In this case, the E/2W/2 and W/2E/2 of Section 7 is
already committed on a voluntarily basis and with the
approval of the Division to existing Eumont Gas Pool wells
and therefore cannot be made the subject of a compulsory
pool case as proposed by Hartman without violating the
provisions of Section 70-2-17 NMSA (1978):
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(c) Hartman filed his Compulsory Pooling Application prior
to properly proposing the drilling of a specific well within
this existing spacing unit;

(d) Contrary to the custom and practice before the Division
and in violation of Section 70-2-17 (c) NMSA (1978),
Hartman has instituted compulsory action against Meridian
seeking to form a spacing unit which cannot be approved by
compulsory pooling;

(e) There are existing contracts which determine Hartman’s
obligations and remedies all of which are consistent with
Division Rules and Regulations thus precluding the exercise
of Division jurisdiction; and

(f) Hartman raises disputes which are contractual and
statutory claims over which the Division has no jurisdiction.

Respectfully submitted,

AT/
4
W. Thontas Kellahin

Kellahid & Kellahin

P. O. Box 2265

Santa Fe, New Mexico 87501
(505) 982-4285

CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of the foregoing
pleading was hand delivered this 13 day of May, 1996 to all counsel of
record in this case.

W. Thomas Kellahin
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* DRILLING AND FARMING OUT COHTRACT. c-3322,

4 STATE CF NI¥ VEXICO )
COUNTY OF LZa g
THIS ACREELINT, Made and entarsd into by and betwsen CONTINENTAL OIL OMPANY, @ Delawars
- corporation, and THE CALIFORNIA COM'ANY, & Montana corporation, both qualified to do business
in New Mexico, hereinafter called rirst Parties, and R, H, ©'SNDERSDN, of Mldland, Texas,
hereirafter called Second Party;
“ITNESSETH:
“HERZAS, on the 18th day of vune, 1925, pursuant to an application thersfor, there w»as
[ issued to ilvs Nve Etz, under Section 13 of the ct of Congress, gpproved February 25, 1920
{41 Stat, 437;, s Peramlt, serial No. 29464, Las Cruces, .ew texic:c, Land Qffice, and Serial
tio. 052888, xoswell, New Mexico Land cffice, gr2:.ting to him the exclusive right for a pariod
of two years from the .ate thereof to prospect for oil ans gas upon the follosing descrided laml
situate in Les County, 3tate of [iew lexico, to-w¥it:

Coryorate All Seas 11 and 12; N2, N3 S} sec., l4; N3, u3 5§ Sec. 13; 2k sec.25;
Seal T. 2L 3., R. 32 2., 5..0.p.7. containing 2560 acres, zore or less;

any, ~HERTAS, the zald Continental .1l Company i3 the cresent caner of &an undivided three-
fourths {3/4) interast, and the said The California Compasny is the present cwner of an un-
divided one-fourth (1/4) interest in and to all of the right, title snd interest formerly
owned by the larland 21l Company of colorado in, to and under that certain DRILLING AND
QFZRATING ACREZIENT entered into on the 21lst day of January, 13527, by and between ilva Nye
Ztz, designated therein as "OMIER”, and Larland <¢il Ccmzany of Colorads, designated therein as
"CUNTRACTCA™ in so far as the sali drilling and orerating sgreegent affscts the lands descrided
thereia; and,

THERZAS, on the 1G¢th day of lay, 1525, pursuant %o an aprlication therefor, there mas
issuad vo :oﬁlco Jiminez, under Section 13 of the act of vongress, ipproved sebruary 23, 1320
(4{ Stat. 437, a Jerait, verial No. 030453, Las Cruces, Lew lexico, Lend {ffice, granting
to him the exclusive right for 2 period cf two years from the 2at: therzof, to prospect for
o1l and gas upon the ollcwing described lands situaste {n Lea County, State of iew !"exico,
to-uwit:

Lots 1 to S inclusive Sec. 6, T. 21; u7i 5% Sec. 10; 3% Sec. 11;

5% Sec. 12; U} S2% Sec. 18; .E3, S Sec. 21; .F:, 4% s, evd smi

Sec. 22, 7. 20 3., all tm R. 33 Z., ..M.E.4., containinz 2266.39 acres,
aore or less;

Corrorate
Seel

AND, WHZRZAS, on the 3lst day of august, 1926, l‘onico Jiminez, assigned,with the approval
of the Jecretary of the Interior, said Fermit unto Peter .. Rapiock; and,

FHERZIAS, the satd Continentsl GLl Coam any 48 the present o3ner of an undivided three-
fourths (2/4) interest, and the sali The Callfornia Company 1s the present owner of an undivided
cne-fourth {1/4; interest in end %o 3ll of the right, title and interest formerly owned by the
Yarlaod 01l Comrany of Colo.ado in, to and under that certain DRILLING AND OPERATI'G
AGREZLENT sntered into on the 2nd 2ay of :rebruary, 1927, by andbeiween Peter L. Rapxock, of
Las Cruces, i‘ew llexlco, therein designated as "JWNER", and ‘'erland Jil Comgany of Colorada,
therein designated as "CCUTRACTOR™,in so far as the said drilling and opersating agreement
affecta the lands desoridbed therein and,

-7 YEEZREAS, on the llth day of november, 1928, pursusnt to an aprlication therefor, there
®as igeued to Harry hki. Britt, under Seotion 13 of the act Of Congress, ipproved February 2s,
1930 (41 Stat. 437),a “ermit, Serial io. 031521, Las Cruces, iew lexigo Larnd Office, granting
%o him the excluxive right for a pericd of two years from the date thereot, to prospict for
o1l and yss upcn the following described lands situate in Lea County, Stats of New vaxiac,

T to~-wivit T - - - - - - e e

EXHIBIT
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aee. 23 3300108 3500 h anE dedl T NTThed s I INAAS T e S
R. 37 I., u.¥.P.M., contalning 23135.0% acres;
AyD, THEREAS, the cald lontinental Cil Compsny is the present caner of an undivided
three-fourths (3/1) interest, and the sald the valifornia voarany is the present owner of an
undivided ons-fourth (1/4%) lotecest in and to all of the right, title and interest formerly
owned by the :arland Oil Company of .clorade in, to and under that certain DRILLIUZ 4ND
OPZRATING AGR:ZZIIENT entered into on the 2Ird of redruary. 1927, by and between Harry V. 3rite,
designated therein as "OTNZR™, and larlsnd Cil Compan; of Colorsdo, designated therein as
"CONTRACTOR,” 1o so rar as the said drilling a.d operating agreement affacts the lands descrided
Cdrror orats
therein; and, Sedl
WHEAEAS, all righta and privileges granted to the sbove-named permittees and their assiins —_—
have been extended dy the uepartment of the Interior until Yay 1,1935, subject to the teras
and condltions of the sgreement evidencing such extension, Jessring cates AFpr. &. 1934 and
July 7"~. 1074, and signed by the Secretary of the Interior; and,
JHEREAS, Lt is the desire of all the parties hereto that the leac hersinafter described
be tested for oil and gas; and,
FHERZAS, second party, for the consideraticns hereinapter stated, is ready, able and
#illing to cocmence operations for the drilling of three wells on the land above described, =¥
the locations and =ithi. the time herefnafter stated, and :continue the drilling of each of
gald mells with dus and r-asonsble diligence, free of all cost to first parties, to the depths
hereinafter specified;
“O¥, LHEZAZFCRZ, XNOW ALL “EN 3Y THESZ FR.SENTS:
That for and in consideration of the premises and of the fatthful perforzance cf the
covenants, it ls agreed;
ARTICLE 1.
28t .ellsy Second party agrees, at nis sole cost end expense, to drill and coarlete
three wells for oil snd zas mining turposes, at the following locations and to the following
derths. to-mit:
{a) <ne mell %o de located in the scuthwest juarter of Section 12, 7”& 2l 3, R-32 4,
above described, actusl driliing orerati:ns therecn to bde cozcenced on or before arch S,
1338, and coatinued with due and reasonstle diligence to 8 l=pth of 4200 f(eet, unless rro-
d.cdn of oil and/or gas, or 2 hole full of sulphur water, be encountered at a lesser depth. Corporate
\bj wune well to -e located on the southwest suarter c¢f 3ection 11, Tn, 20 5, R 33 =, Seat
above described , actual drtlling cperations thereon to be cozmenced on or befora Yarez 195,
1935, and continued aith due and reasonable diligence to 2 depth of 4000 feet, unless pro-
duction of oil snd/or ges, or a hole full of sulphur wster, be encountered at a lLesser depth.
(e} One sell to be located either on the east nalf of west half or west half of eszat
belf of Sectizn 7, acove described, actual drilling operaticns thereon to be comzenced on
or befors lareh 15, 1v35, ard continued with due and reasonable diligence to a denth of 4L0Q
fest, unless produsticn of oil 2nd/or gas, or a ncle full of sulphur,vater, be encountered at
8 lesser depth.
ARTICLE II.
INSPECTION ..ND IIFORMATICHN~ First parties shall, at all ti:es, have [re< access to tha
wells hereinabove provided (or, and to any and all info.mation avellable pertmning to the
drilling of the sace, including daily logs and changes in formations and zamrles of sll cuttings
or fluids which may be encountered in the driliing %hereof. =rirst parties snall heve the
right to procure samples of all such formations and fluids and second party shall not drill

i1ato any knomwn producing horizon without first g1iving first parties sufficient notice thersof
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such walls, L€ they so desire. in the event such w#ells shall be unproductive of oil or ges

{n paylng quantities at the total depths hereinabove provided for, then second party shall
notify £irst partles before the same shall be plugged, 1o ord.r thet [irst pariles may have

a represantative on the ground for the purpose of teking a joint measurement or to witoess

the measursment of asuch well or wells,
AGTICLL 177 -

Log, Heports and Plugging- “econd party shall keep a true end accurate log of such wells
and a correct tally of the various sizes 2nd lengths of casing that may be sat in said wells,
snd, upon completion the.eof, shall deliver to r'irst parties s true and complete log of said
wells, together with s true and sccurate record of all cssipg sst thereig, showing the make,
stze, weight, thread aod lengths thereof, and the polnt at which such cssing shell have besn
set., 3econd party shall furnlsh to {irst csrties seml-weekly written reports of the progreas
of said wells, mailing tte same to ,roduction vepartment, Yoantinental uil Compsny, F.0. tox
2200, rort .orth, Lexas, Any and sll wmells abandoned by second pearty shall de plugged at
his expense, and in full coapliance with the rules snd regulations of the State of New llexico,
or any other Covernmental Agency.

STICLE 1V.

Insurence~

{a) Second party agrees to hold first parties harwmless {rcm and egainst all clsims,
expenses, loss and damage arising from any ceuse @hatsoever in connecticn aith the =ork to be
performed under this contract, regerdless of wmhether such work be performed by second party
or by bis exzploges, or by sub-contrsctcrs under second party or employes of such sub-
sontractors, or by both, or all.

Approved J. H. Johnson N
Insurance Jivision (Marginal lotation}

(b} Secznd party shall carry and pay for worksen's cowmpensatisn ifnsurance which shall
comrly with the workmen’s compensation laws of the State of liew Mexico, and shall cover all
of second party's employes engsged in the ~ork to be performed under this ccntract. Second
party shall csrry end pay for ecployers’ 1iability insurance wiih lisbility limits of not less
than $25,C00 as to sny cne emﬁng; and not less than ;50,000 as to any one accident, 3Second
party shall also see to it thet each and every sud-contractor under him shall carry end pay
for rorkmen's compensation imsursnce and employers' llebility insursnce covering all of such
sub-contractcr’s emplox:f eng2ged 1n any =ork under this contract. The workmen's compensatlion
losursnce provided by such sub-contractcrs stall ccmply aith the laws of the State of [ew
Mexico. The l.ability limits of suca exployers’ liebility insurance carrfedby such sub-
contractor soall not be less than 25,000 as to any one employe, and $50,000 as to any one
accident. Zoployers®’ liability insurence polfcies obtained and carried either by second party

or Dy & sub-contractor, when not sritten as a part of the workmen's compensation policies,
shall include the names of all the parties bhereto as the assured,

{c} Second party shall also carry end pay for pudlic liability insurancs covering all
¥ork to be pericrmed under this coatract =tth limits of not less than §25,000 as to any one
person, and $50,0C0 as to any one sccident, and shsll carry and pay for insurance against
property damsge 1liability arising out of all work to be performed hereunder with a limit of
oot less than 310,000 for such sccident. ALl such public 11ability insursnce rolicles snd
property damage lisvollity insurance prlicies shall include the names of all the parties hereto
as the sassured; oT, in the alternstive, second party shall provide and pay for cemers con-

tipgent public 1llability sand propsrty dsmsge {nsuracne policies lasued in the names of

_ Continental Oil Company and The California Company, with public liability limits of not less

" thaa 325,000 as to any ons peraocn, and $50,000 ss to sny ona accident, and atth a property
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ea

Appraoved J, H. Johnson
Insurance Divislon (Marginal Notation}

{d) Second party shall provide automobile public llsdility lnsurance w=ith liamits of not
less than $25,000 as to any one person, anéd not less than $50,0C0 as to any one accldent,and
shall also provide asutomcbile property demsge insurance with a limit of not less thsn 03,000

%0 cover all sutomotive equipment used by secznd party in the operastions comtsmplated snd to

be parformed under tuis contract. All such automobile insursnce policies shall include the

nszes of all the parties hereto as the assured.

Approved J. H. “ohnson
Insurance Diviston. (Marginal Notation)

{e) All such policles of insurance shall be delivered to Continsntsl OLl Company at its
offlce in Ponca City, (klshoma, for examination and retura to second party, and, in asdditlion
thereto second party shall furnish to Continental ¢il <ompeny, &t 1w#aid orfice, a ertificate
or certificotes of ilnsurance on Continertal (il Coampany's form F 6-32-5, each of which shall be
sttested by a duly authorized representative of the insurance comrahy writing the respective
policy, 2nd shall contain an agreement cn the part of the insurer that the insurance concerning
ahich the tertificate 1s given shall not be cancels? =ithout at least ten days' notice to the
Insurance JUivision of Continental 04l Company at Ponca Cit~, Cklahoms.

Approved J. H. Johnson
Insurance Jivisicn (Marglnal Notatlon)

ARTICLEZ V.

Abandonment- It is agreed by and between the parties hereto that tize i3 of the essence
of this contraot and that in the event second party sholl rz2il or rezlect to commence the
actusl drillin: orerations of any ol the wells hereinapove provided for, within the time
nerein specified, or i, after heving coxzenced the drilling thereof he s.3il feil to ccoplete

any cf said wells as herein provided, this contact shell fully terminate and be ol no furiker
force and effect, and first parties snall be under nc oblication to zske and deliver the
asszlgnzents hereinsfter senticned. If second rarty shall rell or ne:lect , except whers such

failure or neglect is due to or the result of strikes, lockouts, fire, unusual delay in

Cgrgirnte
causes beyond his control, to e

transportation, unsvcidabla casualties, accidents, or any
continue the operations on said #ells, or any of t.ea, for & period of five (5 } days arter
having cocmenced the drilling thereof, =ithout first baving obtsined the written consent of
first parties so to do, such neglect or dlscontlouance shall, of itself, and without any
notice or demand by first porties, ccnstitute an abardcn ent by second party of his rights
under the terms of this contract, and first parties shall bhave, within sixty {60) days after
such abandongzent, in additicn to their lawful end equitable remedies, the right to take
Fossession of such mell or wells, and, in such event, 3hall have the free use of all tools,
aprliances snd machinery therzat belonging to or under the control of second purty, for the
purpcse of drilling and /or c¢oapleting said zell or =ells, without any lilability whatscever
tc second rarty for the use of such tools, appliances, cacninery and ejuiprment, except for
loss or damaze thereto not occzasicned by the usual wear and tear incident to such use, and,
in such event, first rarties shsll be under no obligaticn %o deliver to secornd party the
assigoments hereiluafter sentivned.

Assignments-

{a) ror snd in consideration of the drilling and cozrleting by second party of the
three test wells referred to in irticle I above, in the canner and within the time thersin

. mentioned, first parties, upon the completion of all of satd wells, apd the furnisbing to
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them of true und‘?gZurate logs thereof, duly certified to, sudbject to the condltions and
reservations heretnafter provided, mske, executs and deliver to second party, an assignment
covering all their right, title and interest in, to snd uncer the above-mentioned ilva lye

Ztz perait sand drilling and operating agreement, dsted January 21, 1927, in so far as the saoe
cover the following desc:ibed land situated in Lea County, New Mexico, to-wit:

N and 573 See. 11; ..} and 17} Sec. 12; NE} and N) SEX Sec. 14; nE} and
% 32t Sea. 13, and GW‘ See. 2%, T. 21 3., dA. 32 ., N.I.B.¥,, coutaining
1120 scres, more or less;”

and will, subject to the conditions and Treservations hereina(ter provided, make, execute,
and deliver to second rarty, en assignoent covering all their right, ti%le and intersst in,
to 2and under thes above-amentioned lonico .1m1?ez permit and Peter L. Rapkock {assignee of ti®
said Monico Jiminez) drilliig and opersting agreement, deated rebruary 2, 1927, in so far ss the
same cover the following described land situated in Les County, Hew pMexico,to-=it:

Lots 1, 2, 7 snd 8 (bei:s the NE 160 acres Sec. 6) T. 21; Nj y¥zand. SE] 8ec.l0;

=A% Sec. 11' -E} Sec. 12; %) SEi Sec. 18; HWER snd Ak $34 5 _c. 21; b SUR |
c.Y and ¥t 574 Sec. 22, T. 20 5., all in R, 33 2., N.M.P.M., tontaining 1160

acres, more or less;
and will, subject to the conditi:zns and reservations hersinafter crovided, make, execute, 8nd
deliver to second party, an sssignoent covering sll their right, tltle snd interest in, to and
under the above gentioned Harry V. Brit: rermit end d:-illing snd operating sgreement,dated
February 23, 1927, in so far as the sazz covér the following descridbed land situated in tea
county, Newm Yexico, to-witl:

£) 57}t Sec. &; SE} S%% Sec. S; WEL snd SWL Sec, 18, T. 20 5., R, 37 =.,
W.m.P..., contsining 440 acres,aore or less;

and wi{ll, subject to the conditions 2nd reservaticns hereinafter provided, make, execute and
deliver to second party an assignment covering an undivided one half of their right, title and
intsrest {5, to and und:r the abové-menticned ¥arry M. Britt prrmit and drilling snd operating
sgreement of February 23, 1327, in so iar as the same cover the follomng described land

situsted in Lea County, i.;ew .extcao, to-wit:

3 .Y end - g, Sec. 7, t'. 20 5., A. 37 L., MN.L.P.id., contelning L20Q scres,
zore or less;

sa1d4 assignrents to be without covenants of genersl warranty; bul first parties shall covenant
therein that they will warrantand defend *he titla to the interest thersby assigned against
tue :lsiz=s of any and all peraons whogsoever clai. ing, by, through or undsr them, but not
otherwiss; and, thaet they have good right and suthority to thus transfar and sssign their said
interest., it is understood that sald assignaments sheall be subject to the royalties reserved
or payadble to the apove nemed "0 NTRS", respectively, in the three drilling and operating
agreements above mentioned, as well as any and sll royaltlies that may be reserved to the
United Jtates Government in any and all oil and gss leases that may be issued by it under or
in pursuance of, the three p:rmits above <escribed, in so far a3 such lessed cover and affect
the land to be described in said assigncents.

(b ) Lt i3 further asgreed by 3snd betwmeen the parties pereto that, beginning with the
date of this contract and from thenceforth all grogs production taxes chargeable against the
o1l and gas produced (rom the land to be covered by 2nd described in the above-menticned
assignments, axcept as to th: east 1/2 o the west 1/2 and west 1/2 of the east 1/2, Sectlon
7, above described, and all taxes sssessed against any oll and gas leass that may hereafter
be executed covering satd land, together wmith all leasencld equipment thereon situsted, shall
be assumed and paid by second party; and that from henceforth all gross production taxes
obargeabla ageinst the oil and gso tnat asy s proquoed from the aald saat 1/@ of the west 1/2
and wast 1/2 af the east 1/2 of Sacticn 7, and all taxzes assassed against sny oil and geas

laase ha’ asy ba ssesuted ccovaring Sala isst dessribea D20 aores of landg, together with all
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T first parties shall psy one half of such inx and second pnarty one halfl thereof.
le } First parties shall ve under no oblirastion to deliver the assignments hereinabovs
provided for, until and unlsss sll claims, charges, liens, anc encumbrences of every cheracter
that may have besn incurred on ssid premises by second party during the drilling of ssid =ells
shell have been paid, satisfied and discharzed, amd 1f, after the completion of said vells,
second party shall allow or permit apy liens to be fixed against ssid premises, first parties
shall have the right, without being obligated to do so, to p3y any and all such lien chaiges
thereon snd be subrogated to the Tizhts of the holders thereof,
Right to Furchase Cil and Cas- Lt ls understocd and agreed, and the assignments above
mentionad to be axecuted as hereinabo:e provided shall so provide, that first parties shall

have the right, dbut shs2ll not be subject to the obli-ation, to purchase for their own account

all the oil and /or gas produced from said land under the provisions of this contract at not

Corporare

less then the average prevalling market rrice in ssid (iell, Zech party hereto shall “e en-
Seal

titled to receive directly payment for its or his respective ahere of the proceeds of “he sale
of oll and /or gas produced, saved 2nd sold from seid premises and on all such purchases or
sales jolint division orders or contracts of sals shall be exescuted by all the parties hereto.
First partiaes' option to purcnzse tne oil and ges as herein provided shall tersinate at the
request of th® second party, should he sell or transfer all or any portiocn of the ilnterest or
estote which he shall acquire by snd under the above-mentioned assignments.

AATICLZ V1ll.

Purchase of Conoco rroducts-~ Lt is agreed by and botween the rarties hereto that as a
part of the consiierstion for the executicn of this agreement, second rarty shsll purchase
from Continental v{l Company, if availzdle, ¢ll lubrlcsting oils ani sreases used snd c-nsumed,
elther directly or indirectly in second party's op rations hersunder,

wATICLL 1:

K.

<ode Compliance- Seccnd party agrees that all persons employed by him to ~ork in or about
the perforzance of this contract shall receive not less than the rates of ray cesignated for
the respective class of morx of such amploygi by the lUode of .alr lomreticon for the Pstroleua
Industry signed by the “resident of the lnlted agatas on august 19, 193, and amendments
therasto, and that such emplcyzi shall not vork in excess of the schedule ot hours f{ixed by
said code and agendments for the respective class of work performed by thec.

ARTICLE X.
Unit rlan- 3econd party agrees to confora to and sbide by the provisicns of suddivisticns

\a), ic}, (d),te}, {f) ani (g} of the .Cai" CF STIPVLATI.LS TO 8% IXECUTED 3SY APFLICANT aMD/

OR TZAMIT HOLDZR 'IJIR PARAGARAPH 1 OF DZFAATILEINTAL CHADER OF APRIL ¢, 1932, ahich saic fcrm

has heretofore heen ezecuted b4y the above na=ed permittees or their attorney in faet, J, C. Corfornto
Sea

Frazier,

AZTICLE X1,

cointly (wned rroperty- L%t 13 understood snd agreed that the test wsll %o be drilled on
sither the esst 1/2 of the west 1/2 or the west 1/2 of the esst 1/2 of Section 7, abova
menticned, when completed, together a#ith sll the right, title and intersst nor owned 3y first
partles io and to the above-menticned Harcy . 2ritt zeralt and drtlling and operating agree-
ment, Or any leése that mey hereafter be executed thereon by the United otates overnmeat under
and By virvua of She said narry ... oritt permtt Or any extension ther=of, in so far as the
seme cover an: aAffeot sald .20 acres of lsnd, shall be o=wned Jointly by the partias harezs;

that is,
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_on¥_Antal ¢4l Company J/a
‘the tallifornia Company 1/8;

it balnz understood in tais connection that should seid test weall he c¢axplated as s purducer
the same shall be completed 1nto the tanks, free of all cost to firat parties, except that
after such coampletion first parties will reladburse sacond party for one half the cost of all
zaterial, tncluding tenks used in connecting said well from the well head into the tanks.
ARTICLE XT173.

Designation of lperator- In the eveht the test well on the land describded in Article .1
above be completed as rroductive of oil and/or gas in paying quantities, secocnd party 1is
hereby designated and appointed as the "OPEZRATCR," and first parties are hereby designated as
"NON=GZ2ZRATCH," af saia joxnt&gkawned property as described in s:id iArticle 11, and second
§arty sksll froc thencefo th/full and complete chargs and contrzl of all future drilling and
preducing cperations on sati 320 acres, subject, however, to the terns and provisions of this
contract as herein ccantained.

ARTICL. XXIT.

Jiviston of .roduction- 1he croduction of oil and gas (rom the above described 320 acres
of land last above described, after the payment of all royalties due and payable under the
teras of the above-mentioned 2rilling and operating agreement executed by anddbetween the said
Harry ... oritt and .arland L%l company of Colorade, on the 23rd day of February, 1927, and 21l
royalties due and payebls to the United States Covernzent under the provistions of any oil znd
gas lease that gmay nereafter bs executed by {t pursuant to the provisions of said parry M.
Britt perait or any extension or extensions thereof, ¢r in pursuance of the provisions of
Section 13 of the Asct of Congress, Approved February 25, 1920 (4l Sta:, 437), or any amendments

thereto, shall be cwned by the parties hereto in the followiag propor:icns, to-wt¢:

R, #. Zendersmn 1/2
Continental CIl Company /8
The California Coamrany 1/8.

All cost and expense of future develcrment and operations for oil and ga3s on sald 220

acres shal.l be borre and paid by the parties hereto in the follcaing rroportions, to-wit:

A. 3. Hencerson 1/2
Continental {1 Compeny 3/8
The Zalifornia Coapanh 1/8.

ARTICLE V.

additicnal Orilling-Ocerator agress to use his best skill snd jucdzment at any and all
tices during the cperation of sald 320 scres last above described for oil apnd gas mining
purposes, and that, in the event i! becomes necessary to drill any additiconal well or wells
on said I2C-acrz tract, conferences shall be held between the rarties hereto rfor the purpose
of discuszing the adviseulity of sni determining such drilling, the location and numbexr of
wells to be .rilled, the tize of commencement of drilling and the mecessary equipment to be
used, :including the spacing, design and equipment of such mells, engineering and cperating
methods and detalled estizates of cost, Operator also asrees to keep sald premises, at sl
times, free and clear from sll labor, material or other liens and encumbrances.

ARTICLI XV,

Zxpemditures~ It is further understood and agreed that no 7ell orwells shall be drilled
or sxpenditures incurred by operator on the Jjoint property Ln ezcess of £2,000 without the
aritten consent of other rarty first havin:g been obtained,and on all expanditures totaling
+400 or more operator aill furnish first parties watth coples of authorizations therefor;
further pravided, howsver, that if ome of ths parties usrstc desirss to drill a wmell on e
said premises and the other party does not give its written consent to same, then and in that

event the party desiring such well to te drilled may sdvance tc the acparator all moneys

— DQecessary to drill and complata tie wsll, Tie cpsrator ®mill thereupon drill-or. csuse to-be— .
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drilled, the.desired =mell at the locstion specified by party advenainradnds for same. If the

aell so drilled is 8 dry hole the party advancing funds for same absorbs the entirm loss snd
no part of same can be chsrged to the other party to this agreecent. If the well is productive,
the party sdvancing funds for drilling of the well is entitled to and sball receive all revenue
from the sals of oil snd/or gas rroduced by the ell until such tl-e as it has been reimbursed
for its entire cost or drilling, equlpping and operating said well, plus intersst o>n such
cost at rate of 6 per amrum. sien the production from salc ~ell has repaid party advancing
cost of saze, as sbove prcvided, the tell shall then beocme the property of the joint sccount
and all expenses of operating same and revenue from sale of oil and/or gas prcduced shall be
nandled in the same magner as expenses and revenue on other wells on tha joint lease.
wotzithstaadirng anyt.uing to the contrary, no pert of the above shall be conatrued as
relieving any party hereto rrom Lts or his cbligation to particirate in the cost of drilling Corporate
any necessary offset =ells us required by law, Seal
SATISLE T,
access to Proserty and aecords- -ach party hereto shell have access to said joirntly
owned crorerty .nd to any and all infcrzation pertaining to wells drilled, production secured,
oill ind/or gas marketed therefrcm and shell ve peraitted to ilospect and observe opsrations
of every <ind and character upon sai: joi:tly owned property an: shall nave access to the Dooks,
records and vouchers relating to the operaticn thereof at all reascnable tizes,
ARTICL. IVII
Drilling Aeports- Orerator s.:ll rurrnish non-cperator daily 4rilling reports and true
and ccaplete coples of logs on all wells drilled on the joint troperty. 4ll subsejuent changes
1a logs of snv xell on the joint sroparty, such as ceerening, yluzgging daeck, chans2 in casing
cattern, ete., shail be recroted %o non-operatcr, Saarles of any sands ercountered in drilling
of any -ell on the joint ;roperty shall alsc be furnished to nonm-operator if writlen recuest
1s zade for same.
ABTICL. x77TT -
Seneral B¥roits- (perator agrees to prepare 2nd furnish to the 3:ate and Ieieral
Gcvernzants, through -heir ctrorer azenci:s or derar:zents, ss "ell as to such othter perwmans,
entitled to same, 3ny and all rerorts, stetements and infcrmatizn they may regquest cr de entitled
to receive,
ARTICLZ X1X.
fAental s- Lt i3 understood end agreed that the orerator shall cay all lease rentals
caturing and rayable under the terms of any oll end gas lease that cay hereafter b2 executed
by the 5cverncent pursuant to the terms or said darry I, 3ritt perzit on satd Jointly omed
TTo-erty. Such rental pa cents ars to be made by the overator and they w#ill be caarsed to the
,olnot sccount and non-operator shell reizturse oferator for its proporticnate part of all suech
rental payzents. Ccortorate
Seef
ARTICLZ IX.
raysent of 31lls- 3eccnd party, as operator of the joint prorerty hereinatove referred
to,snall advance aand pay all costs and expenses recessary for the proper develorment and
oparation of the joint rro-~srty in accordance »ith the tems of this contract, and shall bill
non-orerator for such eosts and erpenses in accordance with 1%s i{ntarest in the jolnt pro-erty,
ARTICLE XX1l.
accounting -~ Unless otherwise mutually agreed upon, and except as herein otherwise
provided,sharges and credits for material, suprlies, and operating expenses, furnished or ex-
rended in coanection with the development and operation of the Jjoint prorerty, shall be in

accordance with the schedule thersof hereto attached snd marked Ixhibit "L” and zade a paTt
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"
Operator agfaes to furnish non-operator aith itemized statements of all exvenditures,
receipts, charges and credits covering each month's business and that such statements covering

the rreceding month ‘s business shall be malled by operator to non-operator on or before 30
days thereafter; and within 15 days thereaftar non-operator shall pey operator, subject to
further audlt and adjustaent, Lf necessary, at .ldland, Texas, its rrorortionste cart of all
sums exprended for and in the develotment and oterstion of said joiatly owned pro-erty and

upon failure of non-operator to pay operator w7ithin 1o days, as eforesaid, the said sum or sum:
s:all zear interest at the rate of six (6%) per cent per annum until so paid.

1n order to secure ope.ator in the operation und/or development of said presises and each
of them for oil and gas mining turposes, for all sums proverly due from non-operating party,
incurred by cperstor in the operation of said jointly owned ;rorerty, operator shall at any
and all tizes during the ccntinuance of this coatract have a first and prior lien upon all
right, title and interest or estate of non-operating ;arty in said jointly omned prorerty
covered by this contract, including all equipment thereon and e2lil oil, gas 2nd casinghead gaas
croduced or to be rroduced and saved therefrom, owned by or accruinz to the credit of non-
operatizg perty to the full extent of said sum pald ¢y operator for nom-cperating rparty's
account . i1n the operation of said premises covered by this contrac: for oil end gas mining
Turpcses,

_ARTICLE XX11.

Purchzse .ption- (t is iurt:sr understood :nd agreed by .nd between the parties herete
that if at any tize elther party desires to sell its or hls ilntercat, or any part thereof, in
the above described jcintly owned property, and finds 2 purch2ser or rurchasers ready, able
a:xd :1lling to purchase the cz2me at a bona fide price, the other prarty shall have sz optizn
for & period of ten days after aritten ncotice of such offer to purch:se at such price tha
intersst of the perty sc desiring to sell. 1If the option 1s not exercised =1thin such period,
tien the carty so desiring to sell xzay dispose of L%s or his interest or interests to such
surchaser or purciaasers; provided, however, that should any ol the cartles lereto werze or
becoce cunsolidated =ith any corroration or correrations, suca change shall not be consid ered
4 sale within th: zeaning of the provislons of this article.

ARTICLZ IXIL1l.

Sovernzental negulation- lothins herein coniained shall be consirued as deing in any
manner in derogstion of the terms, conditions 2pn? crovisions oF the Aet of Congress under and
bty virtue of which s2id sbove-mentl ned permits were lasued, or of sny regulations o the
Oepartament of the Interior of the Urited states lawfully tromulgated thereunder; but on the
contrary, this agreeament siall, in gll rarticulars, be deemed azenable to reformattion to
eliminate or modify sny porti.ns thareof found to he ln contreavention of the rrovisicns of
said act or such regula“i-ns, and shall remem ani be in full force and eff2ct as to all pro-
vistons no% so ellmipated or modifled.

ARTIZLE {Z(1V.

lion~Partnership~ It is furtaer axpressly understcod and agried bv and between the oarties
nereto that this contract shall never bHe -~onstrued as constituting & partnership betxeen
the parties herato and that tha liabiliSy oC tha parties ia Lidited ts sne provisyans 2f %Shi3
ecntruct,

ARTICLE XXV, '
votices- a4ll notices required to be given or sarved by either of the parties hereto

upon the other shall bs in writing and snall be served in the following manner.

By filrst parties uron seacnd party by depostting such notice in tm ragistered "noited



_Statss mall, rostage prepaid, $Y./addresed to A. H. HENDERSCH, P. . N_A216, rtdimd, ..x38,
;r by del:very of such notice by zeassenger or by telegram at the same address.
3y sesond party upon first parties by depositing one copy of such notice In tte registered
United 3tates mell, postage prepaid, and addressed to UCUTINENTAL CIL SOLFANY, P.2., 2ox 2270,
Fort dorth, Texas, or by the delivery of such notice by messenger or by telegran at 1l6l5 :air
8uilding, sort .orth, Texas, and by depositing one copy of such notica tn the registersd United
States cweil, postage prepald, and addressed to THE CALIFORIIA COLFANY, Tower Jetroleum 3uilding,
Jallas, Texas, or by the aelivery of such n:tice by messenger or by telegram at the 17th floor,
Tower Jetrolsusm Suilding, .allas, Texas. g::£°r‘°°
ARTICLE XXVL.
Jurstion- This agreement and each and all of the terms, conditicns and prcvisions thereof,
in so rsr as the same affsct or pertain to the jointly owned droperty described in Article T
hereof, shall be and re .ain in full force ani effect so long as oil, gas or casinghead gas 1s
or canbe rroduced in paying quantities theresfrom.
A3TiCLls V1T,
Tnlis sgreecent shall extend to, 2nd be binding upon the heirs, successors and assigos of
the parties hereto; provided, however, secoi.d party shall heve no right to assign his rights
or interests under the tera:s of this contract prior to the comgletion of the wells hersinabdbove
;rovided for, 7mithout first having obtained the aritten consent of first parties to do so,

1IN 4111535 LE=RIOF, the 2arties hereto have executed this contract, in triplicete, this 13th

\ - = Coryporata
day of February, 19SS. Seal
CONTINZUTAL CIL ZOr7ANY :DB.
Approved as
Y ¥. Z. l3ggard, to form.
1ts ~ttorney in Fact. JER.
Attorney.
ATTI3T: TEZ ZALIZ aNIA SCLLANY

G. ... Lost, .ssistant Secr=atary. BY n. v, Stoner, rrasx¥residexrzx
1ts Vice- resident.
zirst Parties.
R. H. ‘enderson, >econd party.
.corporate seal)

STATZ OF CKLAALLA )
SLlUNTY T olat (

<n t.ls »tk -ay of larca, 1535, before ze, a Notary ZFubliec within =nd for the County and
-tate, aforesald, personally agpeared 4. _. llasgard, to me personelly xn:swn, who, being by
we duly saorn 21id say that nhe 1s the attorney 1in Ject, of Uontirnental ULl Company and that the

sesl affixed to said instruzent is the ccrporate seal of sald corperation and that said
instruzent nas signed and sealed inbenslf of said corvoration by authority of its 3oard of
Sirectors, and said .. .. Haggard acknovledged said instrument to be his free and volun:ary
act .ni deed a.d the free and voluntary sct and deed of said corporation for the uses specified
therein.
YITNESS oy hend and :eal this 9th <ay of larch, 1935,

. . S“coten, . otary -utlic, Vay
ctounty, Cklzhoma.

My comazission expires

Qet., 15, 1937,

{Notarial seal)

STATZ CF CALIFORNIA )
CITY AiiD COUNTY GF sAN {
FRANCISCO. )

On this 22ad day of ..arch, 1935, befors me, a liotary Pyblic »ithin and for the County and
Stats, aforesaid, rersonally appeared x. .. STONER, to me persnally known, who, beinz by axe

duly sworn did say that he tsthe Vice-Prasident of fhe Califorania Company, and that tm seal)
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L,lxnzxzx:’:x11§f1;11x3X1111!Xx!rpntl}ijm and that sald i{astrument was signed and ssaled in
behalf of said corporation by suthority of its Board of Jirectors, and said n. L. Stoner,
acknowledged said instrument to be his free and voluntary sot and deed and the free and
voluntary act and deed of sald corporation for the uses specifled therein.
ITNESS my hand and seal this 22pd day of w.arch, 1933,
sTank L. vwen, ilotary vryblie

in & for the city o« county, of

)y Commission expires rov. 22, 1s37, san francisco, atate of Califoral

\i;dtarial seal)

STATZ F TEXAS, {
CLUNTY «F TARRANT }

L, Cra thomas, a lotary Fublic in and for said County in the otate aforesaid, do hereby
certify that R, a. ifenderson, personslly known, to me to be the psrson whose neze is subscribdec
to the aonexed instru-ent, appesrad before me this dsy in person and acknonledged that he
signed, sealsd and delivered the said instrument of Writing as his free and voluntary aaqt,

for the uses and purposes therein set rorta .

$IYIY under oy nhand and seal this 13th day of rebruary, 19ES.

Ora .homas, otary publie,
isarrant County, iexas.

Ly corzmission expires:
June 1, 1335.
\llotarial seal)
SXHABIT AT
ACCLULTING TROCETURI

(Unit and Joint Lease uchedule)

et ag
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1. CATZLCT FIRATiUG CHARGES:

Jubject %o the lizitations hereinafter prescribed under .rticle II "3asais of Charses to
coint .eecunt,” .perator shall charge the jolnt lease account with the fcllowing itemsg

(1) usoyalties, wren not to .e pald direqt to row lty owners by jurchasers of the oll,
g3a, casi-.zead gas or other precéucts of tine lease,

t2) Lebsor, trarszortation and other yarirma services necessary Sor the develormen t,
Z:z.nterance and oSperation of the zrocerty.

(2} -aterials, equipzent and supplies purcassed, and /or furnished by Cperator from his
¥arehouse stccks or frox hls other leasges, Ior use on the joint lease.

\4; acving 2aterial to the jolnt legase from .endor's or Ircm Cpersator's warehouse (o
the distriet or (rom other .eases of .perator, but in =ither of the last events the distance
charged to the joint lease shell not esiceed the distance {rcm the nearest rellabls supply
store or rail.ay receiving roint.

(%) ~z7ing surplus amsterial from the Joint leese to outside Vendaes, If sold £. o. 3.
destipation, or 2inor returns tc Cperator's wmarshouse, but no charge saall be zade aga:nst
the Jjcint lease mccount for mcvicg Tajor surplus mate.ial to Operator's wmsrehouse, exceeding
the cost of =Zoving such caterisl to the nearest relisble supply store or railway receiving
roint, or for goving material to other leases belongling to the Cperator, except by special
agreemsnt with licnoperator.

{8) Use of and service by Opsrator's exclusively owmned axt equipment and facilitiss at zax
rates nor exceeding thoss prevailing 'n the district ahere the joint lease is located, unlesa
definitely Steted under Section 1I, " Basis of Charges to Jolnt Adccount.” Before permanent
or extensive oherges for use of Jperator's rfacilities are inatituted, it shall first be detsr-

mined by zutual egre®eament, whetlier or not 1t would be iesirabls and econoamical for suoh

_ fasilities to be owned by the joint account.
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N¥ritten notice of such loss or dazage is to be furnished Nonmoperator &3 soon as

‘causes,
practical after rerort of sace hass been received bdy Cperator.

(8 a) Expenses of litigation, including outside sttorney's fees and expenses, judgments,
claims, ate., involving the lease or incident to its development and operation. Lotual
expenses incurred by Oparator 's or Nonoperator's staff in securing evidence, et:,, shall be
a proper charge aga.nst the lease.

(8%} Should any case, by prior sgreement, be handled by {perator's or Nonoperator's
legal staff, thereby eliminating the retaining of outside counsel, & charge commensurate with
the se.vices rendered and actusl time consumed may be zade against ths joint lease account,
Mo charges of this nature aill be rendered, hovever, until the proper amcunt has been deter- Cg:zgratg-_-
mined by zutual :greezent. 3Should both Operator and lonoperator Dde represented in any
litigation by each furrishing its own counsel, no cherces will be made to the joint acaoount
by either party.

(9) Ad Velorem taxes, gross rrecducticn and ot!eT rroperty taxes. Racelipts or ilncome
taxes shall be rendered and naid direct by Cperator snd .onoperator covering thel:r respective
interests and snall not oe reported snd paid as a ‘oint lease charge, except where resquired
by law or by the terms of the contract to which this =xhibit is attached.

.0 charsge shall be made to Jjoint acccunt for Cperator's accruals of any form of taxes,
except by spzcial agreement,

(19} Preaiuxms for insursance required to be zarried for the joint account by the contract
to which this Zxhibit is aztzzhed: {:z) Torkmen's ccumpensation, tublic liabllity. eaployer's
liability insurance, tcgetter with 3ll expenditures incurred and -2id in settlecent of
olaixzs, judgzents, etc., not recovered from insurance carrier.

(b} Public limdbility and rroperty dazege insurance on autooctive equipment omned by and
op:rated for tze joint lease, 3s well 2s any othar exrenditures {ncurred and rald in settle-
cent of clains, judgzents, etc., not recovered frza the lnsurance carrier to fully discharge
all liabllizy of Operatcr ensuing froc so acceidant occurring on or in connecticn with work
dcie by such jointly owned autocolive equirment for the benetlt of the joint lezse,

(11) A properticnats share of the salary and expense of (perater's Jistrict Superintendent

and otar general district emrloyes tSel.w the grade of Cistrict Superintendent, actively

serving on the joint lesse, wnose tine 1s not allc-cated directly to the lease and therefcre

zay be aprorsii:zced on an eguitable tesis over all leases served, Charge far services and ex-

penses of district geologists, engineers and other technical employii #hose services are not

covered by the «dministrative lverhead Charge, sheall be zade only for such employss perforaing

Aerk fOor the zutusl benefit of Cperator and Noncgperator, Corpomts

(12) 4 prororticnate share of maintaining and cperating a District Office in conducting Seal
the zanagement of operations on the joint lease and other leases owzmmd by operator in the same
distriet, such expense o Le aprortioned on an eguitable besis over all leases ssrved. The
personnel of such District Office to include only ecployes sctually necessary for preparation
of original reports affecting :uperationa and sha.l zot include clerks and employsz engaged in
compiling general inforzaticn for the benefit ot the Cperstor or perforaing clerical dutles
such as are customarily done in the Jivision or Senersl (filice of Cperator. ~arehouse clerks
Cr other %arsnouse <zployes snall not be considers4 =3 rart of such District gffice :Xxpense,

(13} Cemp Zxperse: The axpanse of prcvicing and zalntaining oa or in the vicinity of the
Joint lease all necessary camps, housing facilities for eamployes, and boarding employes if
fecessary. 3dhen leases other than the Joint leases are served by these facilities, then an
squitable distribution of expense, ineluding depreciation, or a fair monthlv rental in ltsu of

the lnveatment, maintsnance and operating cost of buildings, etec.,
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(14) Articles Hos. 11, 12 and 13 refer to an equitable method of prosating the expensses

defined. This proration shall be og the actual pay roll labor basis to all leases and misce)
laneous accounts to which pay ro:l labor in the district is oharged, or on some other
equitable method considtent with the operator's accounting practice, and agfueable to the
nonoperator,

{15) Handling tharges: To cover the cost of hardling material into and in the warshouse
a handling charge not in excess of 5% of the nad cost of the material, new or second hand,
placed upon the lease from uUperator's warehouse, may be assossed agalnst the joint account.
On tanks, derricks, tubular goods (2" snd over), bollers, eogines, compressors, and puamps,
the handlipng charges shall not exceed 2 1/3 % of the net cost,

(16) Overhead charges, applicable to each individual lease, whioh shall de in lieu of
any charges for any part of the compensation or salaries paid to managing officera and
employes ©f the Cperator, down to and including the division-superintendent, geologists and
tschnical engineers, end any portion of the office expense of the principal business office o
the Uperator, ass follows :

{a) $100.00 qer month for each drilling well, beginning on the date well is spudded and
terminating wmhen it is oh production or plugged, 83 the case may be, except that no charce
shall be made during suspension of drilling operations for fifteen {15) or mors consecutive
days.

(d ) 325.00'per wall per month for the first 10 producing mells.

(a) $15.00 per well per moqtb for the second 10 producing wells,

{d) $10.00 per wmell per month for all producing wells over 20.

in cognection with overhead charges, lnput or key wells, salt water dispossl wells, gas
wells, permanent andtemporarily shutdown wmells shall be treated as follows: ’ :

. {1) 1input or Kby wells shall be included in overhead schedule same as producinog oll =el

{2) Salt water disposal wells shall not be included in overhead scheduls.

(3) Producing ges wells shall not be {necluded in overhead schddule sams as producing
oll wells.

(4} Wells permansatly shut down, but on which plugging oparations ars deferred, shall
be dropped from overhead schedule at tize shutdown is effective, W®hen such wells are plugged,
overhead shall be charged at the producing well rate during time required for the plugging
opdration.

(S) vVvariocus mells are shut down temporarily and later replaced on produstion. If and
when a2 asll 13 shut down for a period of 30 or more consecutive days 1t shall be adjusted on
the overhead schédule.

The above specific overhead rates may be amended from time to time by agreeamen® between
Qperator and Ngnoperator, if in practice they ars found to be insufficient or excessive.

(17) Any other items of cost and expense necessarily incurred by operator for the
proper development, equipment, and operation of the joint leases,.

II BASISOF CHARGES TO JOINT ACCOUNT:

{1} Outside Purchases: All msterials and equipment purchased and all service procursd
from the outside sources w#ill be charged at thelir actual cost to uperator, after daducting
any and all trade and confidential and/or camh discounts actuallly allowed off invoises, or
received by Operator, C

{2) New materials furnished by Operator{ Condition "A") New matarials transferrsd to

lease from Operator's warshouse or other leases shall be priced, f.o.b. the nearesat supply

atore or railway receiving point, at replacement cost of the same kind of materials. Tis w»il}

tnetude~targe—equipment-such-as-tanks;-rigs; pumps,«boileroT—and—eag&neev——&};—tubu;e*—geods—f—



[~(2" and over) ®will be charged ons_d bssls of mlll-shipment, or carlo\  ,price. OQthor materiays,

mhere the replacement cost cannot be readily ascertained, may, for the purposes of considtency
and convenience, be charged on the baais of a reputable Supply Company's Preferential List
Price, f. 0. b, nearsst supply store on railmay receiving point to the lease, prevailing oa,
the date of transfer of the materials to the lease.

{3) Secondhand materials furnished by Operator (Conditions "B" end "C"):

{(a} Tubular goods (2" and over), fittings, registered machinery and other equipment
which is in sound and ssrviceabls aondition at date of transfer, will be classed as Conditicnm
"B" and charged at 75% of the price of new materials, in accordance with the provisions of
paragraph mo. 2 above,

{b ) Tanks, derricks and buildings or other equipment involving erection ocosts, will.
be charged on a basis not %o exéeed 7% of knock-down new price for similar materials.

\c} Other second hand materisls, such as units of machinery ¢ otler equipment that is
serviceabls, but substantially not good enough to be considered first-class secondhand .
msterial when transferrsd to the lease, will be classed as Condition "C" and charged at 50% of
new price,

(d) There may also be cases when some items of ejuipment, due to their unusual condltloﬂ.
should be arbitrarily priced at an appraised figure.

{e) It is agreed that in determining the value of any secandhand equipment, all special
and preferential discounts shall be allowed but the regular 2 cash discount will not be K
considered,

(4} In so far as is reascnably prectical and consistent mith efficient and economical
operations, only such material aill be purchaaed for or trensferred %to the joint lease as 1s
required for immediate use, and the accumulation of warehouse and /or lease stoocks will be
avoided.

|5) Whenever practical, Nonoperator shall bs given copportunity of furnishing mgterial
requirements, not available in Operator's surplus stock in the distriet, provided that same
can be furnished at time such material is -required and further provided that any such material]
80 furnished shall be charged to the joint lease account on same terms and canditions as are
provided herein to covel the purchase and furnishing of materiasls by the Operators

(6) Warrsnoty of Materials: Materials furnished to a joint lease by either Hperator or
Nonoperator are not warranted beyond or back of the dealer's or manufacturerf!s guaranty, and
in case of defective matertals, credit shall not be passed until adjustment = s begn recaived
by party furnishing materials, from the manufacturers or their sgents.

(7) Operator's sxclusively Owned recilities: The following rates shall apply %o servica

| rendered to the Joint lease by facilities owned exclusively by Operator:

in the field whers the joint lease 18 located, *‘onoperator shall be notifiled in advance of
ratea to be used by Operator.

Ib ) Automobiles: A%t per diem rates commensurate with cost of operation, but in no
event to exceed the following: Fordsa, Chevrolets, and cars of like class-$3.50 per day.
Dodges, Bulcks, and cars of like olass-§5.00 per day.

{c) ¥hen practical, trucks, tractors, and specimsl units will be assigned and charges %o
the joint account will be based on actual operating costs, plus depreciatéon. Charges for use
of such equipment, when not assigned, shall be at rates commensurate wiph aotual operécihg

costs, plus depreciation, but in no event to excesd the following:

Truesks-1 ton or less $1.00 per hour
Trucks-1 1/2 tons 1.50 per hour
Trucks- 2 tons 2.50 per hour
Trucks- 2 1/2 tons 3.00 per hour

Trucks~ 3 tons snd over o : . _4.00 per hour

{a) TWater service, gas fuel, teaming, power: furnished: all at rates surrently preveiling
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shall appear in the same monthly opersting statemsnt.

L, , i s raaem e va mempeiwway WUD Y ] 4.9V per nour .
Tractors- K&_Ay and others of comparable cost S’ : 2.00 per hour

Caterptllar trasctors-for each one ton rated capaclty or stated size of the unit

.50¢gper hour

Trectors and pulling mechine units 2,00 per hour
Combisattén . hod and rubing Outfits 2,00 per hour

{d) automoblle, truck end tractor charges shall be based on actual time untt is in
operastion., Lally rates stated above for use of automobiles &8re in lieu of sll expensss,
inoluding depreciation; and the hourly rates for trucks and traotors are also in lieu of wagej
and expenses of driver or operetor. Jin the event any truck or trsctor units are charged st
a driverleas rate, the rate so charged shall be as shown above less 50¢ per hour.

(e) TPOL Rentals: .

(1} For a string of drilling, cleaning out or swabbing toadls, when the power for
operation of same is not fncluded in the tools furnished, but is a part af the fixed assets
of the lease-y20,00 per string per day of 12 hours, or fraoction thereof.

{2) For a string of drilling, cleening out or swabbing tools, when the power, such
ss steam engine and boller, is furnished with the toola $30,00 per string per day of 12 bours
or fraction thereof.

{3) TFor ugse of a drilling machine and tools for drilling, cleaning out , and
swapbing §30.00 per unit per day cof 12 hours, or fraction thereof, )
The retes hereinabove quoted for the use of tools cover only the rental of the equipment
defined. 4ll labor employed in the use of any of the above equipzent shall be charged to the
1easai?rprpp=rty on the regular fiéld *ime sheet, tepsirs and replacementa.resultlng directly
from operation of sﬁch equipment on the lease, ilncluding necessary supplies for operation,
snall be charged directly to the lesse or property. :ire lines and cordage are to be con-
sidered as included in the rental charge and will not be chargsd to the joint lease.

' I'he wonoperating parties shall have the right at any time to request that the praatice
of renfing tools for drilling, cleaning cut, and swabbing be discontinued and any such tools
needed be purchased outright for the Jjoint account.

{f)} wmiscellaneous: ror sll items of machinery or egiipment not listed herein f?ﬁﬁi;/

charge shall be made for the use thereof, said rental cherge to be in an amount sufficient t

cover the deprecistion of and damages to the equipment furnlshed.

y

P

(g) Hates charged for use of Cpergtor's facilities sball be amended from time to time
if in practice they are found to be elther insufficlent or excessive,
III. DISPOSAL OF LEASE EQUIPMENT AND MATERIALS:
(1) Meterials purchased by Cperator from the joint lease shall be credited by him to
the joint leage account and included in the monthly statement of operations for the month in
which the materials are removed from the laase. .

(2) Materials purchased by Nonoperator from the joint lease shell be involced to him

by Operator and paid for by Noncperator to Operator immediately following receipt of invoice 4md

dellivery of waterials. The Operator will thereupon immediately pass credit to the joint leas
acocunt and include same in the monthly statement of eretions for the month tp which the
meterials were psid for by Nonoperator,

{3) Division of materials in kind, 1f made between Operator and anoperator. shall b
in proportion to thelr respective interests in the joint lesse. Each parsyy will thersupon bae
charged individually with the value of the materials received or receivable by him, and

sorrssponding credits will be mede to the Jjoint lesse sccount by Operator, and both :eredits

{4) If the parties heretoc agree that it is -advisable to dispose of surplus stooks,

equipment and/or junk which 1s not in demand by either party, the sales value of same shall b

>




.service tothe Join$ lesse, 1f materisls were criginally cherged to the leese as second-hand at

75% of MYew prices,

'considered controlleble by Cperators of oil and ges properties, shall be taken jointly by the

i
i

P

'es quickly as possible after the transfer of interest takes place. In such cases both

determined by joint appralsal. E\,é from outaide parties shall be so.__.ted and in case of

high offcr received being less than appresised value, the materials may be sold, subjeot to tha

4pprovel of the parties hereto.

Ho sales of material involving values in excess of $500 are to be made to outside partie

without the written approval of Nonoperator as to both terms and price first having been obtained.

In cese of losses through fallure to collect, after such eprroval has been given, such losses
shall be charged to the joint account,
IV, BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT LEASE:

Materials and equipmemt purchased by either Operstor or Nonoperator, divided in kind
between them, sodld to outside perties, or transferred from lease bdo lease, unleas otherwise
egreed, shall be valusd on the following basis of condition and price: { New price as used in
the following paragraphs shall have the seme meaning andepplication as that used above in
numbered paragraph (2) under "Basis 0f Charges for liaterials Furnished by Operator.”)

(L) New Materiels: (Condition "A") being new equipment or supplies purchassed «ar procured
for the lease but never used therson; at 100% of current new prigces,

{2) Good Secondhand Materialas: (Condition "B") being good serviosable materials which
are further usabls without repair, at:

{a) 75% of current new prices, if they were originally new materials when charged to
the Joint lease, \

{b) 75% of current new prices, less depreclation consistent with their usage on ena

{3} Other Used Materials : (Condition "é") being materials further ussble for their
originel function only after repairs and recondition; at 50% of current new prices.

(4) " Bad Order Materialsi (Condition "D") beling materiels not furhter usable fcr their
original runctioA 5ut for pos%ible other service; at 25% of current new price.

(5) Junk; {Condition "E") being obsolete and unserviceable materials; at prevailing
junk prices in tha dlatrict., Where practicable, junk should be disposed of at the lease.

(6) Temporarily Used Materials: When the use of certain ltems of equipment on the
joint lease was only temporary, and the time of actual use thereon dces not justify the
deduction of depreciation as listed in paragreaphs (2} (a) and (b) above, suoh matarials will
be priced on a basls that will lease a net charge agalinst the lease account considtent with
the services rendered end adequgte for the time the materials were in use, N
V. INVENTORIES:

{1) Physical inventories covering such meterisls and equipment es are ordinarily

rarties at interest, when, in the judgment of either party, such 1nventoiioa are considered

daésirable,

{2) Notice of intention to take inventory shall be given by ¢gperstor to Nonoperator

week before eny inventory is to begin, so that Nonoperator may be represented when any inventoly

1s being teken.
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(3) Special inventories shall be taken whenever there 1s eny sele or change of intergst

in the joint lease, and it shell be the duty of the party selling to notify that ottar party

and the purchaser shall be represented and shall be governed by the joint inventory.
(4) If the initial test on e joint lease or leases is a dry hole and no further

tests thereon are lomedlately contempleted, the Nonoperator may ask that & joint inventory bde

teken of all materials as soon 88 the casing, ete., has been recovered from the well, and thet

the seller




e e vee sl -\\/fua:xtxeu ana conditioned before ankh_ _Jterials ars removed from the joint
lease by Lperator or otherwise disposed of,

(5) Fellure of elther party to be represeated at the physical inventory, sfter pruper
notice has been given, by perty desiring such inventory shell dind hia to accept the inventory
teken, and in that avent, copy thersof shull be furnished to party not represented.

\8) Asconciliation of ipvectory with cherges to tte joint lease acocunt shall be made
by esch party st intsrest, and 8 list of overages and shortages shell be jeintly determined by
Cperator end Nonoperator. ,

(7} Inventory ad;ustaents shall be made by Cperator on the joint lesse account. for
overages and shortages. (Uperstor is held accountable to lonoperator for shortages not
iefinitely determined as being ressonacle operating losses.

(Corporate seal)
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Filed for secors lov. 15, 1925, at § o'cloeck P.lI.

Grace .. Beaucheap, “ounty Clerk
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ASSIGNLENT

the 13th day of February, 1953, a certain "Drilling em Ferming Qut
Contract” wes madd and entered into by end between Contipental O0il Cedipany and The
Celifornie Zorpany, a\parties of the rirst part, and R. E. Hendepson, &s ,arty of ths
second part, wherein cne\'\seid Conticental 0Ll Cozpany and The {fornia Company agreed
that upon the full and co:.;:\h:e performance of the covenants” and agreecents thersein
contained, on the part of Hendensen to be kept and perrymed, subject to the reservations
therein contained, to meka, executesand deliver unto R. H. Henderson en assigmuent of
all of their right, title and iunerexin, to and dsr a certain Prospecting Permit
issued to Alve iye Etz, bearing Las Cruéas ;ier)a/l’:umber 029464 and Roswell oerial Number
052888, and the Drilling and Opersting igreepént dated January 21, 1927, executed by saild
Permittes, a5 owner, end <arlend Qll Compenfy of C\olorado, es contractor, insofar as
seid Permit and seid Drilling amd Oper 4‘: Agreem\er\t cover the following described lend
situsted ip iea County, New «dexico, Xo-wit: \\
Nlortheast QJuarter ()ﬂ.f/) ard Southwest  uarter (S¥)
of Secticn 1l; Nopdhwest .uarter {N.¢) and Sauthwest
wuarter (SW}) of /Section 12; Northeast ‘uarter}(ﬂi‘.i

end iorth Helf of Scutheast (uarter (N3 3Eg) of\Sectlon
14; Northeast /suerter (NE]) and North Hal f Southesst

<uerter (Ni £Z3) of Section 1I; and Horthwest (uarter
(W) of Zection 25, Township 21 South, Range 32 zait,

liew Mexigo Principal ileridian, contalning 1280 acres; more or less.
And, upon r.::/wme terms axd conditicns, sald Continentel 01l Compeny and The California
Company sgreed ake, execute and deliver to sald R, H. Henderson en agsignment covering

g Percit

all of their Tight, title and interest in, tw and under a certaln Frospect
issued toA:co Jiminez bearing Lss Cruces terial Number 03Q4€6%9, end the Lr{Nling and
Operating Agreement dated Februery 2nd, 1927, executed by Peter L. Rapkoch, as er, and
th5 farland QL1 Company of Colorsde, as contrector, insofar as said Fermit and sai
Dr:llllng and Operatlog Agreement cover the following descrided lasds situated in Lea
County, State of New Mexico, to-wit:

Lots One (1) , Two (2]}, Seven {7), Eight (8), inclusive
(being the Northeast (NE)} 1860 acrea of Section 8},
Township 21; North half of Northwest uarter (Nk Nwf)
and Southeast Quarter (SE}) of Section 10; Southwest
Quartar {SW}) of Sectionm 1l; Southeast Juartsr (SE})
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Thomas H. Owen
As3s0c:ale Cererai Counse

May S5, 1992

Ms. Mary E. Walta

Gallegos Law Firm

141 East Palace Avenue
Santa Fe, New Mexico 87501

Re: Hariman-/Davidscon and Merid:ian FPurchase and Sale
Dear Mary:

Thank you for ycur recent letters regarding Hartman's 18.75%
working interest in the Eumont Gas Proration Uni- Britt Nos. 3
and 12 wells, and various working interests in cther less
important wells which I will not a-temp: %0 address in this
letter. The 18.75% interest is %ied to an August 25, 1989,
assignment (the "Assignment”} from <Ccnocc, Amcco, Atlantic
Richfield, and Chevron (collectively the “NMFU Partners®) :o
Hartman. Meridian has inquired whether all parties intended
tha: the Assignment convey %0 Hartman an interest in wells
which are not located on Section 7, SE/4 SW/4, W/2 SE/4,
Tewnship 20 Scutia, Range 37 East, but such acreage is included

within the State preraticn unit. Hartman hes eanswered in the
affirmative, and you have sent us informaticn to support &this
answer, all of which 1s very informative. While we migh: be

able to come tc a ccnclusion on the questiorn. cf the parties’
intent on the Assignment, I do not =elieve that Meridian's
orinion of the effect of the Assignment will have any impact on
the NMFU Partners. I feel the bes%t wavy to resoive tna gquestion
concerning the effect of the Assignmen:t is t9 rotify each of
NMFU Partners cf Hartman's interpretaticn of the Assignment and
see what they say. As we have discussed, in the even: they do
not agree with Hartman, Meridian does not wan: t0 be caught in
the middle c¢f such disagreement.

In order to finalize our transaction, please finé enclcsed an
Amendment to Purchase and Sale Agreement, a revised Closing
Settlement Statement, and a Reconciliatiocn. I propcse that we
partially <clcse this transaction on the cdate you  hzve
suggested, Wednesday, May 6, 1332. At the closing, Meridian
would pay Hartman a tctal of $1,577,849 which Ereaks down as
follows: (a) $1,532,352 (a partial payment of the purchase
price) and (b) $4%,497 (the gas balancing settlement).

Mer.cian Cilinc . 2812 Aller Parkway F.C Box 22339, HaLsion Tanas ~7T2 I

slasrore T 3-8537 838 EXHIBIT
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Ms. Mary Walta
May 5, 1992
Page Two

The remainder of the purchase price, $317,772, will be paid
upon the NMFU Partners' execution of 2a transfer orcer,
stipulation of interest or other similar document confirming
Hartman's 1nterpretatlon of the Assignment. Meridian, as
operator, could help in this process. If Eartman will request
a2 transfer of the 18.75% interest, we will put tais interest in
suspense, and promptly send out transfer orders and =a
stipulation of interest to the NMFU Partners.

Please give me your thoughts along these lines. If you have
any comments or guestions abou: this propcsal, plsase feel free

to give me a call. Thank you £or working with us to allow this
transaction to go forward.

very truly /o *f\ \

Thomas ¥. Owen, Jr

THC/cwh
Enclosures
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GALLEGOS LAW FIRM N 355,

A Protessional Corporation

141 East Palace Avenue SR
Santa Fe, New Mexico 87501 R
Telephone No. 505 * 983 « 6686

Teletax No. 505 <986 +0741 MARY E. WALTA"

October 22, 1882
Qur File No. 91-1.50

VIA TELEFAX - (405) 767-5479
and FEDERAL EXPRESS

Concco, Inc.

Real Property Administration
P. O. Box 1267

1000 South Pine

Pcnca City, Oklehomea 74602

Attention:  Judy Nimmo/Sharon Smith

Re: Transfer Order - H. M. Britt Lease
Lea County, New Mexico

Dear Ms. Nimmo and/or Ms. Smith:

We represent Doyle Hartman, Oil Ogerator ("Hartman") of Midland, Texas.
- Hartman owns an 18.73 net working interest in the Eumont Gas Proration Unit, Britt Nos.
3 and 12 wells, conveyed to him by virtue of an August 25, 1889 assignment from the
NMFU partners covering a 50% working interest in the 120 acre Britt Federal MKA Lease,
SE/4SW/4, W/2SE/4, Section 7, T20S, R7E, Lea County, New Mexico, a copy of which
is attached. Hartman has confirmed with the New Mexico Qi Conservaticn Division
("NMOCD") that anycne owning a working interest in the E/2W/2, W/2E/2 of Section 7
is allocated producticn from the Britt Nos. 3 and 12 wells, since the NMOCD's Order No.
R-5448 approving the Eumont Proration Unit specifically provides that all the gas from the
acreage in the proration unit has been dedicated to the Britt Nos. 3 and 12 wells. See
letter dated October 11, 1831 from William LeMay, NMOCD, and NMOCD Order No. R-
5448 attached hereto.

Inadvertently no letter in lieu or amended division order was issued after Hartman's
acquisition, even though Union Texas, the former unit operator, was clearly notified of the
assignment. Consequently, the NMFU parties continued to receive both the revenues
and joint interest billings attributable to Hartman's interest. This oversight was discovered
during the pending szle of this interest to Meridian Qil, Inc., the new unit operator.

(L




QOctcber 22, 1622
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On approximately May 1S, 1982, Meridian sent Hartman, Conoco and the other
NMFU partners a Transfer Order requesting cenfirmation of the NMFU's assignment of
Hartman’s interest. We are enclosing a copy of the Concco-Hartman Transfer Order
executed by Hartman. Please note that Hariman has corrected Exhibit A to the Transfer
Order. We assume that Meridian provided Conoco with the cerrected Exhibit and that
Conoco has not been confused by the criginal Exhibit A. To date none of the NMFU
partners have taken ac:icn on this request. Furthermaore, neither Meridian ncr Hartman
have been notified of any pcssible problems regarding this request. Consequently, we
must assume that this confirmaticn had been delayed cdue solely to the press of cther
matiers. Hartman and Meridian have waited patientiy fcr five months for approval of the
Transfer Order. However, Hartman must cicse its pending sale with Meridian no later
than November 13, 1SS2 or the agreement to sell will expire. Hartman is most anxicus
to get this matter wrecced up. Since Concco is the cgerating partner for the NMFU, we
are requesting your assistance in getting the Transfer Crcer executed and returned so
the sales transaction terween Hariman and Meridian can te consummated. Due to the
time constraints now imposed by the cassace of several months, we are requesting that
this matter be expedited and that the executed Transfer Order be returned to Meridian as
soon as possible. We nave provided the attacned decuments (e facilitate promgpt acticn
by Concco in this regard. We wculd appreciate a brief ncte frem you acknowledging
receipt of this letter and incicating when you will te able to rescend and whether there
are any problems which might cause further celay. Adciticnally, we would appreciate a
copy of the executed Transfer Order upon its return t¢ Meridian. We look forward to
hearing from you sccn.

Very truly yours, _

GALLEGOS LAW FIRM, P.C.

. 7%2 5 e
MARY E. WALTA

MEW:car

cc:  Doyle Hartman
Carolyn Sebastian
Tom Owen
Don Davis - Meridian Oil Inc.

ioc: JEG
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Thamas 4. Owen, J:,
Vice President

Law

803+

May 3, 1936

Mr, Michael J. Condon
Gallegos Law Firm

450 St. Michael’'s Drive
Building 300

Santa Fe, New Mexico 87505

Re: NMFU Partners’ Assignment
Lea County, New Mexicc

Deaxr Mr. Conden:

I am in receipt oI your letter cdated April 15, 1336,
regarding the above captioned mazt

It is rnoz, and it rkas neve been, Meridian $il’
responsizility to recognize or d Tin€ what interes
any, ls ownel kv Dovle Hartmar, 0il Ope:at:r, in th Tumen
ration Unit 2Britt Ncs. 2 and 12 Well

nave nct takan tae time to review the files on this matter.
If vycu had, you would have notaed that ¢

thorsughly discussec with representatives of Hartman in
19¢2. This issue was the purzcse of my le::er dated May &,
19%2, to Mary Walta, previcu st of the Gallegos Law Firm. A
copy of this letter (with confidential portions redacted) is
enclosed. EHartman agreed tc the propesals s2t forth in the
letterx, and sursequently sexacuted an  agrzement that
instructed Meridian Oil, as operztor, to suspend revenues
related to the interest until the title was rescolved. There
must hezve been scme uncertainty regarding the intent of the
NMFU Partrexrs’ convevyance. It tock c¢ver thres y=2ars to
obtain the execution of transfer crders.

r

[y
ot
(D

Although Meridizn O©il. undertescock o aid in securing the
appropriate doccumentation to affirm cwnership, we did sc as
operatcr cf che Welils. Title to the interest has always
Deen a matter between the ©partizs to the original

5
5

Westnermar, P Q. Box 4233, Houstsr, T2xas 7V210-4233 Tewecncre 713.624-52




Mr. Michael J. Condon
May 3, 1996
Page 2

assignment, Eartman arnd the NMFU Parzners, not Hartman and
Meridian Oil. Therefore, ycur threat of litigation against
Mericdian 0il is misdirected.

As noted in Don Davis’ letter dated April 38, 1956, now that
the title matter has been resolved, Meridian 0il, as
Operator, is willing to presgare a reccnciliation. Any
accournting related to matters prior to the time Meridian 0Oil
assumed operazcrship will need to be approved by Hartman a=zd
the NMFU Partners.

Jim Behrmann, an attorney in Meridian Oil’s Midland office,
will be handling this matter. You should dire: auy further
correspondence to him.

'\]ev'y ‘_ru'T -\/ yr—h*ﬁsl //——\

TEO/ 12

Erclosure

¢c: Atlantic Richfisld Company
Chewvron USA
Concco Inc.
Apache Corgperaticn
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PURCHASE AND SALE AGREEMENT

THIS AGREEMENT dated,this 20th day of April, 1992, is between
DOYLE HARTMAN and wife, MARGARET HARTMAN, individually
(collectively "Seller”), with an address of ©Post Office
Box 10426, Midland, Texas 79702 and MERIDIAN OIL PRCDUCTION
INC., a Delaware corporation ("Buyer"), with offices at
3300 North "A™ Street, Building 6, Midland, Texas 79705.

WHEREAS, Seller desires to sell, and Buyer desires to purchase,
upon and subject to the terms and conditions hereinafter set

forth, all of Seller's right, title and interest in and to the
following:

(1) All of Seller's interest in, to and under o0il and gas
leases, 1leasehold interests, mineral fee interests,
rights and interests attributable or allocable to the
0il and gas leases or leasehold interests by virtue
of pooling, unitization, communitization, and
operating agreements, licenses, permits and other
agreements, all more particularly described on
Exhibit "A" hereto, together with identical undivided
interests in and to all the property and rights

incident thereto (collectively the “Leases"),
including, but not limited to, all rights in, to and
under all agreements, product purchase and sale

contracts, including any and all past, present and

future take-or-pay claims, leases, permits,
rights-of-way, easements, licenses, farmouts,
farmins, options, orders and other contracts or

agreements of a similar nature in any way relating

thereto;




(ii)

(iii)

(iv)

(v)

(vi)

-2-

All of Seller's interest in and to all of the wells,
equipment, materials and other personal property,
fixtures and improvements on the Leases as of the
Effective Time, appurtenant thereto or used or
obtained in connection with the Leases or with the
production, treatment, sale or disposal of
hydrocarbons or waste produced therefrom or
attributable thereto, and all other appurtenances
thereunto belonging (the "Equipment");

All other leasehold interests, royalty and overriding
royalty interests owned by Seller in, to and under
the Leases or attributable to production therefrom as
of the Closing Date (as hereafter defined);

All unitization, communitization, pooling and
operating agreements, and the units created thereby
which relate to the Leases or 1interests therein
described in Exhibit "A" or which relate to any units
or wells located on the Leases, including any and all
units formed under orders, regulations, rules and
other official acts of the governmental authority
having jurisdiction, together with any right, title
and interest created thereby in the Leases;

All rights to claim revenues or gas resulting from
any underproduction attributable to Seller's interest
in the Leases; and

All lease files, land files, well files, o0il and gas

sales contracts files, gas processing files, division
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order files, abstracts, title opinions, and all other
books, files, maps, logs and records, and all rights
thereto, of Seller related to and necessary to the
realization of value by Buyer of any of the property
purchased thereunder (the "Records").

All of Seller's 1interest 1in the above-mentioned assets 1is
herein collectively referred to as the "Interests".

NOW, THEREFORE, in consideration of the above recitals and of

the covenants and agreements herein contained, Seller and Buyer
agree as follows:

1. Purchase and Sale. Subject to and upon all of the terms
and conditions herein set forth, Seller shall sell,

transfer, assign, convey and deliver the Interests to
Buyer, and Buyer shall purchase, receive, pay for and
accept the Interests from Seller, effective September 1,
1991, 7 a.m. local time (the "Effective Time"). Except as
otherwise specifically provided in this Agreement, all
costs, expenses and obligations relating to the Interests
which were incurred or accrue prior to the Effective Time
shall be paid and discharged by Seller; and all costs,
expenses and obligations relating to the Interests which
were incurred or accrue after the Effective Time shall be
paid and discharged by Buyer.

2. Purchase Price., The purchase price  for the Interests shall
be ONE MILLION EIGHT HUNDRED FIFTY THOUSAND ONE HUNDRED
TWENTY-FOUR DOLLARS ($1,850,124), subject to any applicable

purchase price adjustment as provided for herein.
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Representations of Seller. Seller represents to Buyer that:

(a)

(b)

(c)

(d)

Seller is an individual and is duly qualified to own
its properties and assets and to carry on its
business as now being conducted;

Seller has the requisite power and authority to
execute and deliver this Agreement and to consummate
the transactions contemplated hereby;

This Agreement has been duly executed and delivered
by Seller and constitutes the valid and binding
obligationr o©of Seller, enforceable against it 1in
accordance with the terms hereof, subject to the
effects of bankruptcy, 1insolvency, reorganization,
moratorium and similar laws affecting creditors’
rights. No other act, approval or proceeding on the
part of Seller or any other party 1is required to
authorize the execution and delivery of this
Agreement by Seller or the consummation of the
transactions contemplated hereby;

This Agreement, and the executicon and delivery hereof
by Seller, doces not and the consummation of the
transactions contemplated hereby will not (1)
violate, or conflict with, or constitute a default
under, or result in the creation or imposition of any
security interest, 1lien or encumbrance upon any

property or assets of Seller under any mortgage,



(e)

(£)

(g9)

(h)

-5—

indenture or agreement to which it is a party or by
which the 1Interests are bound, which violation,
conflict or default might adversely affect the
ability of Seller to perform its obligation under
this Agreement, or (ii) violate any statute or law or
any judgment, decree, order, writ, injunction,
regulation or rule of any court or governmental
authority, which violation might adversely affect the
ability of Seller to perform its obligations under
this Agreement;

Seller has not been advised by any owner or lessor
under any Leases of any material default -under any
lease or agreement which has not been remedied or
waived, or of any requirements or demands which have
not been satisfied;

All royalties, rentals and other payments due under
the Leases have been properly and timely paid, except
for those amounts in suspense, and all conditions
necessary to Kkeep the Leases in force have been duly
performed;

Seller 1is not obligated to deliver hydrocarbons
produced from the Interests at some future time

without receiving full payment therefor;

With the exception o©of those parties 1listed on
Exhibit "C" hereof, no entity has any call upon,
option to purchase or similar rights under any
agreement with respect to the Interests or to the
production therefrom;



(1)

(3

(k)

(1)

(m)

(n)

—-6-
There are no

actions,

governmental investigations

suits, proceedings or

or inquiries pending or

threatened, Seller or the

prevent or

against Interests which
hinder the

consummation of the transactions contemplated hereby

might delay, materially

or materially adversely affect the title to or value
of any of the Interests;

Seller possesses all licenses, permits, certificates,

orders, approvals and authorizations necessary to own

the Interests and to carry on its business as now

being conducted;

Seller has complied with all laws, ordinances, rules,

regulations and orders applicable to the 1Interests
necessary for the conduct of legal operations of the

Interests;

All ad valorem, property, production, severance,
excise and similar taxes and assessments based on or
measured by the ownership of property or the
production of hydrocarbons or the receipt of proceeds
therefrom on the Interests that have become due and

payable have been properly and timely paid;

Seller has

otherwise,

incurred no liability,

or finders'’

contingent or
for brokers' fees relating to
the transactions contemplated by this Agreement for

which Buyer shall have any responsibility whatsoever;

To the

liens,

best of

encumbrances, burdens, or

Seller's knowledge, there are no

defects affecting



(o)

.

the Interests or Seller's interest in the Interests
as set forth on Exhibit "A"; and

The parties listed on Exhibit "C" may be holders of
preferential rights to purchase all or portions of
the Interests. Required notices have been given to
these parties and either (i) waivers have Dbeen
obtained or (ii) the appropriate time period for
asserting such rights, if any, have expired without
an exercise of such rights.

Representations of Buyer. Buyer represents and warrants to
Seller that:

(a)

(b)

(c)

Buyer is a corporation validly existing and in good
standing under the laws of the State of Delaware and
is duly qualified to own its properties and assets

and to carry on its business as now being conducted;

Buyer has the requisite power and authority to
execute and deliver this Agreement and to consummate
the transactions contemplated hereby. The execution
and delivery of this Agreement by Buyer and the
consummation of the transactions contemplated hereby
have been duly authorized;

This Agreement has been duly executed and delivered
by Buyer and constitutes the wvalid and binding
obligation of Buyer, enforceable against it in
accordance with the terms hereof, subject to the
effects of bankruptcy, insolvency, reorganization,

moratorium and similar laws affecting creditors'



(d)

(e)

(£)

(9)
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rights. No other act, approval or proceeding on the
part of Buyer or any other party is required to
authorize the execution and delivery of this
Agreement by Buyer or the c¢onsummation of the
transactions contemplated hereby;

This Agreement, and the execution and delivery hereof
by Buyer, does not and the consummation of the
transactions contemplated hereby will not (i)
conflict with or result in a breach of the charter or
bylaws of Buyer or any other governing documents of
Buyer, or (ii) violate any statute or law or any
judgment, decree, order, writ, injunction, regulation
or rule of any court or governmental authority, which
violation might adversely affect the ability of Buyer
to perform its obligations under this Agreement;

Buyer possesses all required governmental 1licenses,
permits, certificates, orders and authorizations

necessary to own the Interests;

Buyer has incurred no liability, contingent or
otherwise, for brokers' or finders' fees relating to
the transactions contemplated by this Agreement for
which Seller shall have any responsibility
whatsoever; and

Buyer is an experienced and knowledgeable investor in
the o0il and gas business, Prior to entering into
this Agreement, Buyer was advised by its counsel and
such other persons it has deemed appropriate

concerning this Agreement. Buyer is not acquiring
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the Interests in connection with a distribution
thereof in violation of the Securities Act of 1933
and the rules and regulations thereunder or any
applicable state blue sky laws.

Liabilities and Indemnities of Seller. In connection with
the sale, convevance, transfer, assignment and delivery of
the Interests to Buyer, Buyer shall not assume or become
obligated in any way with respect to the following:

(a)

(b)

(c)

()

(e)

Any cost, expense or obligation relating to the
Interests which accrued prior to the Effective Time

unless specifically assumed by Buyer in Section 6
hereof;

Any 1litigation which affects the Interests, whether
pending or threatened, which is based upon omissions,

events or occurrences prior to the Effective Time;

Any federal or state income tax or other tax
liability of Seller arising by reason of the
transaction contemplated by this Agreement;

Any federal, state, county, municipal, ad valorem,
production, windfall profits or other tax 1liability
attributable to Seller's ownership or operation of
any of the Interests prior to the Effective Time

except as to prorate taxes for the current tax periogd;

Any claims arising out of the production or sale of

hydrocarbons from the Interests, or the proper
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accounting or payment to parties for their interests
therein, prior to the Effective Time; and

(£) Any other claim or demand against, or 1liability or
obligation of Seller arising from any act or omission
whatsoever of Seller, prior to the Effective Time,
whether such claim, demand, liability or obligation
is fixed or contingent, and whether the same arises
by contract, tort or otherwise.

Seller shall, to the fullest extent permitted by law,
" protect, defend, indemnify and hold Buyer and its
affiliates, including its directors, officers, employees, -
agents and representatives of each of them, harmless from
and against any and all claims, losses, damages, costs,
expenses, diminutions in value, suits, causes of action or
judgments of any kind or character with respect to any and
all 1liabilities and obligations or alleged or threatened
liabilities and obligations, including, but not limited to,
any interest, penalty and any reasonable attorneys' fees
and other costs and expenses incurred 1in connection with
investigating or defending any claims or actions, whether
or not resulting in any 1liability, attributable to or
arising out of (i) Seller's ownership or operation of the
Interests prior to the Effective Time, (ii) the breach by
Seller of the representations contained in Section 3 and
warranties contained in Section 16 hereof, and (iii) the
sale, conveyance, transfer, assignment and delivery of the
Interests from Seller to Buyer.

A ion i ion n n iti Buyer
shall assume, as of the Effective Time, all contractual
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obligations of Seller related to the Interests which are
recorded or were disclosed by Seller to Buyer in the
Records; provided, however, Buyer shall not assume any
obligation of Seller to pay for another party's debts,
expenses or costs incurred prior to the Effective Time owed
to an operator o¢of an Interest pursuant to the terms of an
Operating Agreement applicable to any of the Interests.
Buyer shall, to the fullest extent permitted by 1law,
protect, defend, indemnify and hold Seller and its
directors, officers, employees, agents and representatives
of each of them, harmless from and against any and all
claims, losses, damages, costs, expense, diminutions in
value, suits, causes of action or judgments of any kind or
character with respect to any and all 1liabilities and
obligations or alleged or threatened 1liabilities and
obligations, including, but not limited to, any interest,
penalty and any reasonable attorneys' fees and other costs
and expenses incurred in connection with investigating or
defending any claims or actions, whether or not resulting
in any 1liability, attributable to or arising out of (i)
Buyer's ownership or operation of the Interests subsequent
to the Effective Time, and (ii) the breach by Buyer of the
representations and warranties contained 1in Section 4
hereof.

Access of Buyer. Seller has made available to Buyer for
examination any of the Records as Buyer may have reasonably
requested, including, but not 1limited to, all title work

and land records.

Confidentiality., Any information, data or records, either
originals or copies thereof, relating to the Interests sold
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to Buyer hereunder retained by Seller shall be treated by
Seller as strictly confidential and shall not be disclosed
to any person, firm or corporation without the prior
written consent of Buyer. Buyer and Seller agree that the
terms of this Purchase and Sale Agreement are confidential
and are not to be disclosed to any other person or entity
without the express written consent of the other, except as
required by 1law or court order; provided, however, the
parties recognize that the parties 1listed on Exhibit *C*
have been informed of the relevant terms of this
transaction.

Closing. The Closing shall be held at 9:00 a.m. on or
before April 24, 1992, at the offices of Buyer at 3300
North "A" Street, Building 6, Midland, Texas 79705 or at
such other time and place as Seller and Buyer may mutually

agree in writing (the "Closing" or the "Closing Date").
n ion losin On the Closing Date:

(a) Seller shall execute, acknowledge and deliver to
Buyer an Assignment and Bill of Sale in the form as
set forth 1in Exhibit "B" hereto (in sufficient
counterparts to facilitate recording in applicable
counties and filing with the Bureau of Land
Management or other governmental authorities)

conveying the Interests;

(b) Seller and Buyer shall execute and deliver a
settlement statement that shall set forth the
purchase price and each adjustment and the
calculation of such adjustments used to determine
such amount (the "Closing Amount");
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(c)

(d)

(e)

(£)

(g)
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Seller shall deliver to Buyer the Records;

Seller and Buyer shall execute, acknowledge and
deliver letters-in-lieu prepared by Seller, and
approved by Buyer, directing all ©purchasers of
production to make payment to Buyer of proceeds
attributable to production from the Interests;

Seller shall deliver to Buyer possession of the
Interests;

Reference is hereby made to a lawsuit styled Doyle
Hartman m vi n v nij

Corporation, No. CV-91-475(FR) 1in the Fifth Judicial
District, Lea County, New Mexico (the "Lawsuit").
Seller shall deliver to Buyer a properly executed
Stipulation For Dismissal With Prejudice and a Mutual
Release in the form as set forth in Exhibit "D" and
Exhibit "E" hereto; and

Buyer shall deliver to Seller cash by wire transfer
in the amount of the Closing Amount to the following
account:

NationsBank N.A.
Charlotte, North Carolina
ABA #053000196

Credit Account 300203221

Post-Closing Adjustments. Within ninety (90) days after
the Closing, the parties shall undertake to agree with

respect to the adjustments or payments that were not

finally determined as of the Closing, and the amount due
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from Buyer or Seller, as the case may be, pursuant to the
Post-Closing adjustment. Seller shall provide Buyer access
to such of Seller's records as may be reasonably necessary
to a determination of Post-Closing adjustments. Payment by
Buyer or Seller shall be made in immediately available
funds within ten (10) days of agreement. If the
Post-Closing adjustment has not been agreed upon within the
time period set forth herein, either party may seek to
enforce any rights it claims hereunder.

Proration of Taxes. All ad valorem taxes, real property
taxes and similar obligations shall be apportioned between
Seller and Buyer as of the Effective Time.

Pr Pr ion Seller shall be entitled to all
proceeds of production attributable to the Interests and
accruing to the period prior to the Effective Time;
provided, however, Seller recognizes and agrees that all
claims of Seller relating to the non-payment of revenues
from the Interests by Union Texas Petroleum Corporation,
the former Operator of the Interests, are to be conveyed to
Buyer at Closing and are included in the Assignment and
Bill of Sale. Buyer shall be entitled to all proceeds of
production attributable to the Interests and accruing to
the period on and after the Effective Time. Seller shall
receive a credit at Closing 1in the amount of FORTY-FIVE
THOUSAND FOUR HUNDRED NINETY-SEVEN DOLLARS ($45,497) 1in
full settlement of all gas imbalances accruing to Seller's
interest in the Interests attributable to the period prior
to the Effective Time. Seller shall receive a credit in an
amount equal to the actual proceeds received by Buyer at
the wellhead for all production in storage or in transit as
of the Effective Time and not previously sold by Seller.

All proceeds held in suspense or escrow from the sale of
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15.
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production by Seller prior to the Effective Time
attributable to the Interests shall be delivered to Buyer
at Closing. Seller shall have no responsibility or
liability for the proper distribution of proceeds from and
after the Closing Date; provided, however, in the event
Seller receives distributions for proceeds of production
after the Closing Date for production on or after the
Effective Time, Seller will promptly remit such proceeds,
along with the supporting documentation, to Buyer.

Noti . All communications required or permitted under
this Agreement shall be in writing and any communication or
delivery hereunder shall be deemed to have been fully made
if actually delivered, or if mailed by registered or
certified mail, postage prepaid, return receipt requested,
to the address as set forth below:

SELLER BUYER

Doyle and Margaret Hartman Meridian 0Oil Production Inc.
Post Office Box 10426 2919 Allen Parkway

Midland, Texas 79702 Suite 1100

Houston, Texas 77019

Attn: Thomas H. Owen, Jr.

Further Assurance, Incidental and subsequent to Closing,
each of the parties shall execute, acknowledge and deliver
to the other such further instruments, and take such other
actions as may be reasonably necessary to carry out the

provisions of this Agreement and to dismiss the Lawsuit.

WARRANTIES, THE ASSIGNMENT AND BILL OF SALE EXECUTED
PURSUANT HERETO SHALL BE EXECUTED WITHOUT ANY WARRANTY OF
TITLE, EITHER EXPRESS OR IMPLIED; PROVIDED, HOWEVER, SELLER
SHALL SPECIALLY WARRANT AND AGREE TO DEFEND THE TITLE TO



17.

19.

20.
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THE INTERESTS AS SET FORTH ON EXHIBIT "A" HERETO AGAINST
THE LAWFUL CLAIMS AND DEMANDS OF ALL PERSONS OR ENTITIES
CLAIMING THE SAME OR ANY PART THEREOF BY, THROUGH OR UNDER
SELLER, BUT NOT OTHERWISE. SELLER MAKES NO EXPRESS OR
IMPLIED WARRANTY OR REPRESENTATION AS TO THE EQUIPMENT,
WHICH SHALL BE CONVEYED TO BUYER "AS IS, WHERE IS,"” WITH
ALL FAULTS AND DEFECTS, AND WITHOUT WARRANTIES OF
MERCHANTABILITY, CONDITION OR FITNESS FOR ANY PURPOSE.

Casuyalty Loss. Seller assumes the risk of any casualty
loss prior to Closing.

.. Expenses., Each of the parties hereto shall pay its own

fees and expenses incident to the negotiation, preparation
and execution of this Agreement, including attorneys® and
accountants' fees.

Entire Agreement, This instrument states the entire
agreement between the parties and may be supplemented,
altered, amended, modified or revoked by writing only,
signed by both parties.

Survival of Representations and Covenants, All
representations, warranties and covenants of the parties to
the extent not fully performed or waived prior to Closing

shall survive the Closing.

Counterpart. This Agreement may be executed by Buyer and
Seller in any number of counterparts, each of which shall
be deemed an original instrument, but all of which together

shall constitute one and the same instrument.
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23.

24,

25.

26.
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Time of Essence, Time is of the essence in this Agreement.

Announcements. Seller and Buyer shall consult with each
other prior to the release of any press releases and other
announcements concerning this Agreement or the transactions
contemplated hereby.

verabili If, at any time subsequent to the date
hereof, any provision of this Agreement shall be held by
any court of competent jurisdiction to be illegal, void or
unenforceable, such provision shall be of no force and
effect, but the 1illegality or unenforceability of such
provision shall have no effect upon and shall not impair

the enforceability of any other provision of this Agreement.

Governing Law, This Agreement shall be governed by and
construed in accordance with the laws of the State of New
Mexico. The validity of the various <conveyances and
transfers affecting the title to the Interests shall be
governed by and construed in accordance with the laws of

the jurisdiction in which such Interests are situated.

Intern v 1 Either party shall have the
option, at or before Closing, to structure the Closing of
this transaction in such a manner so as to qualify as part
of a like-kind exchange pursuant to §1031 of the Internal
Revenue Code, If either party elects to effect an
exchange, the other party agrees to execute additional
documents, agreements or instruments to effect the
exchange; provided, however, that such other party shall
incur no additional costs, expenses, fees or liabilities as

a result of or connected with the exchange.
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EXECUTED as of the date first above mentioned.

BUYER

MERIDIAN OIL PRODUCTION INC.

By:

Title:
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EXECUTED as of the date first above mentioned.

SELLER

DOYLE HARTMAN

MARGARET HARTMAN

- - BUYER

MER AN OJIL PRODUCTION INC.

Tl;le AE;¥Z V /

AP



Uy Wt E

MUTUAL RELEASE

This Mutual Release is made and entered into effective this ___ day of April, 1992, by and
between Doyle Hartman, his wife Margaret Hartman (*“Hartman"), individuals, James A.
Davidson, his wife Sandra P. Davidson ("Davidson”), individuals, Union Texas Petroleum
Services Corporation ("UTPSC") and Union Texas Petroleum Energy Corporation
("UTPEC"), as successor by merger to Union Texas Petroleum Corporation (UTPSC and
UTPEC hereinafter collectively referred to as "Union Texas"), and Meridian Qil Inc., and
its affiliates, including but not limited to Meridian Qil Production Inc. (*Meridian").

RECITAL

Claims and counterclaims have been asserted by and between Hartman, Davidson and
Union Texas Petroleum Corporation in Civil Action No. 91-475 FR, Fifth Judicial District
Court, State of New Mexico, captioned Doyle Hartman and James A. Davidson v. Union
Texas Petroleum Corporation (the "Civil Action"). Since commencement of the Civil Action,
UTPSC has succeeded to some of Union Texas Petroleum Corporation’s interests. Union
Texas and Meridian are the present owners of certain real property which is the subject
of the Civil Action. Reference is made to zll of the pleadings in the Civil Action for a
general description of the alleged facts, claims and counterclaims made by Hartman,
Davidson and Union Texas Petroleum. It is the intention of Hartman and Davidson to
settle, release and discharge all of the claims and counterclaims which have been
asserted or which could have been asserted against Union Texas and Meridian in the Civil
Action, and any and all other claims and obligations against Union Texas and Meridian
of any kind or nature whatsoever, whether cr not asserted and whether or not known,
arising out of the facts which give rise to the Civil Action, including but not limited to
claims involving underpreoduction or underpayment of interests. 1t is the intention of Union
Texas and Meridian to settle, release and discharge all of the claims and counterclaims
which have been asserted or which could have been asserted against Hartman and
Davidson in the Civil Action, and any and all cther claims and obligations against Hartman
and Davidson of any kind or nature whatscever, whether or not asserted and whether or
not known, arising out of the facts which give rise to the Civil Action.

RELEASE

1. RELEASE OF ALL CLAIMS. This Mutual Release is given as
consideration for and upcn the condition of the closing of the purchase and sale of
certain oil and gas properties, as is set forth in the Purchase and Sale Agreement by and
between Doyle Hartman and Margaret Hartman, his wife, as Sellers and Meridian Qi
Production, Inc., as Buyer; the Purchase and Sale Agreement between James A.
Davidson and Sandra P. Davidson, his wife, as Sellers and Meridian Oil Production, Inc.,
as Buyer and the Purchase and Sale Agreement between Meridian Qil Production, Inc.,
as Seller, and Doyle Hartman and James A. Davidson, as Buyers, as well as the mutual
covenants set forth herein and other good and valuable consideration, the receipt and

Mutual Release - Page 1



sufficiency of which is hereby acknowledged. Hartman and Davidson for themselves and
any and all of their predecessors or affiliates, successors, assigns, heirs, personal
representatives, executors, administrators, attorneys, and any and all of their past, present
or future employees, agents, servants, insurers, and any and all other persons, firms and
corporations controlled by them do hereby fully release and forever discharge Union
Texas and Meridian and their parents, subsidiaries, present and former affiliates,
respective agents, servants, employees, attorneys, representatives, partners, insurance
carriers, officers, directors, assigns, predecessors in interest and successors in interest
of and from any and all liabilities, losses, expenses, compensations, reimbursements,
actions, rights and causes of action of whatsoever kind or nature, resulting from or in any
way related to or in any way arising or growing out of, any and all, known and unknown,
damages, expenses, costs, losses, liabilities, claims, and the consequences thereof,
which now exist, resulting or which may or will result or arise out of, directly or indirectly,
the facts which give rise to the above-referenced Civil Action. Union Texas and Meridian,
for themselves and any and all of their predecessors or effiliates, successors, assigns,
attorneys, and any and all of their past, present or future empioyees, agents, servants,
insurers, and any and &ll other persons, firms and corporations controlled by them do
hereby fully release and forever discharge Hartman and Davidson and their parents,
subsidiaries, present and former affiliates, respective agents, servants, employees,
attorneys, representatives, partners, insurance carriers, officers, directors, assigns,
predecessors in interest and successors in interest of and from any and all lizbilities,
losses, expenses, compensations, reimbursements, actions, rights and causes of action
of whatsoever kind or nature, resulting from or in any way related to or in any way arising
or growing out of, any and all, known and unknown, damages, expenses, costs, losses,
liabilities, claims, and the consequences thereof, which now exist, resulting or which may
or will result or arise out of, directly or indirectly, the facts which give rise to the above-
referenced Civil Action.

2. RELEASE OF UNKNOWN AND FUTURE CLAIMS AND DAMAGES.
Hartran and Davidson, on one hand, and Union Texas and Meridian, on the other hand,
fully realize that they may have sustained unknown and unfocreseen losses, costs,
expenses, liabilities, claims, injuries, damages and the consequences thereof, which may
be at this time unknown, unrecognized and not contemplated by them, which resuited or
may or will result from the facts which give rise to the above-referenced Civil Action and
all matters related thereto and any and all consequences therecf. By executing this
Mutual Release, it is their full intent to release each other from any and all liability for any
and also such unknown and unforeseen losses, costs, expenses, liabilities, claims,
injuries, damages and the consequences thereof not known, recognized nor
contemplated at this time by them.

3. VOLUNTARY EXECUTION. The parties hereto further warrant that
no promises or inducement have been offered them, except as set forth herein, and that
this Mutual Release was executed without reliance upon any statement, representation
or commitment made by any other party, or its attorneys, employers, officers or agents,

Mutual Release - Page 2



and that each of the undersigned is legally competent to execute this Mutual Release and
accept full responsibility therefor and assume the risk of any mistake of fact as to
damages, loss or injuries, and as to the result of any such damages, losses or injuries,
whether disclosed or undisclosed, sustained as a result of the above-referenced Civil
Action and all matters related thereto and any and all consequences thereof.

4. COMPROMISE OF DISPUTED CLAIM. Itis expressly understood and
agreed that the settlement of the above-referenced Civil Action as set forth herein is in full
accord and satisfaction of disputed claims and that the settlement of said claims is not
to be construed in any way as an admission of liability on the part of any party, but, to
the contrary, each party specifically denies any liability on account of said incident or any
matters related thereto, or otherwise, and it is further understood and agreed that all
agreements and understandings between the parties are embodied and expressed
therein, and that the terms of this Mutual Release are contractual and not mere recitals.

5. DISMISSAL OF ACTION. Hartman, Davidson and Union Texas
specifically authorize and directs their attorneys to execute contemporaneously with the
execution of this Mutual Release, a Stipulation for Dismissal With Prejudice. Said
Stipulation shall be filed with the District Court, Lea County, New Mexico, and, as to each
party, shall dismiss the above-referenced Civil Action with prejudice, each party to bear
its own costs.

6. EXEMPTION. Nothing in this Mutual Release shall release,
enlarge, diminish or modify the rights, duties or obligations existing between Union Texas
and Meridian with respect to the real property which is the subject of the Civil Action.

EACH OF THE UNDERSIGNED HAS CAREFULLY READ THE ABOVE AND
FOREGOING MUTUAL RELEASE AND KNOWS OF THE CONTENTS THEREOF AND
HAS SIGNED THE SAME AS HIS/ITS OWN FREE AND VOLUNTARY ACT.

IN WITNESS WHEREOQF the undersigned has hereunto set his hand and seal the
day and year first written above.

DOYLE HARTMAN

MARGARET HARTMAN

Mutual Release - Page 3
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JAMES A. DAVIDSON

SANDRA P. DAVIDSON

UNION TEXAS PETROLEUM SERVICES
CORPORATION

By
its

UNION TEXAS PETROLEUM ENERGY
CORPORATION, as successor by merger to
Union Texas Petroleum Corporation

By
its




MERIDIAN OIL INC., and its affiliates,

By

its

APPROVED AS TO FORM:

GALLEGOS LAW FIRM, P. C.

MARY E. WALTA
Attorneys for Doyle Hartman and
James A. Davidson

MADDOX & SAUNDERS

DON MADDOX -
200 W. Broadway

Hobbs, New Mexico 88241

Attorneys for Doyle Hartman and

James A. Davidson -

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

MICHAEL CAMPBELL

Attorneys for Union Texas

Petroleum Services Corporation and

Union Texas Petroleum Energy Corporation

Mutual Release - Page §



EXHIBIT "A"

Attached to and made a part of that certain Purchase and Sale Agreement dated
April 20, 1992, by and between Doyle Hartman and his wife, Margaret M.
Hartman, as Seller, and Meridian Qi1 Production Inc., as Buyer.

BRITT "A" LEASE

Date of Lease: February 1, 1956

Lessor: The United States of America

Lessee: Harry M. Britt

Ser1al.No.: LC-031621(a)

Recording Information: None, Unrecorded

Description of Assigned Interest: E/2 SW/4 of Section 6, T-20-S,
R-37-€, N.M.P.M., Lea County, New
Mexico

H.M.BRITT LEASE

Date of Lease: February 1, 1956

Lessor: The United States of America

Lessee: Harry M. Britt

Serial No.: LC-031621(a)

Recording Information: None, Unrecorded

Description of Assigned Interest: W/2 NE/4, E/2 NW/4 and NE/4 SW/4 of

Section 7, T-20-S, R-37-E, N.M.P.M.,
Lea County, New Mexico

BRITT FEDERAL MKA LEASE

Date of Lease: February 1, 1856

Lessar: The United States of America

Lessae: Harry M. Britt

Serial No.: LC-031621(a)

Recording Information: None, Unrecorded

Description of Assigned Interest: W/2 SW/4 and SE/4 SW/4 of Section 7,
7-20-S, , R-37-E,  N.M.P.M.,  Lea

County, New Mexico
CONTRACTS

1. C-No. 3322 - DOrilling and Farming Out Contract dated February 13, 1935
and amended between Continental Qil Company, et al and R. H. Henderson
recorded at Book 13, Page 3 in Lea County Courthouse, Lea County, New

Mexico.

2. C-No. 3564 - Joint Operating Agreement dated July 1, 1935, as amended, by
and between Continental 0il Co., The California Co., Stanoiind O0il and

Gas Co., and Atlantic 011 Producing Co. (NMFU).

3. Gas Contract No. 4037 dated July 17, 1948, as subsequently amended, Dy
and between Continental 0il Company (now Conoco Inc.), Standard Oil
Company of Texas (now Chevron USA Inc.) The Atlantic Refining Company
(now ARCO 0il and Gas Company, A Division of Atlantic Richfield), and
Stanolind 0il and Gas Company (now Amoco Production Company) as "Seller”
and E1 Paso Natural Gas Company as "Buyer". (Subject to conditional
abandonment under FERC Order No. 490 and that certain Settlement
Agreement dated December 28, 1988, by and between Doyie Hartman, et al,
and E1 Paso Natual Gas Company, et al, as amended).
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4. COperating Agreement dated August 24,
Anderson Prichard 0il Corporation, et al.

5. Casinghead Gas Contract dated November 3,

6. Rollover Gas Contract No.
by and between Conoco Inc.,
a Division of Gulf 0il

amended,
Company,

"Buyer"

Well
Name

H. M.

Britt

. Britt

Britt

. Britt

. Britt

. Britt

. Britt

. Britt

. Britt

Britt "A" #1

Britt "A" #2

Britt "A" #3

#2

#3

#4

#5

#10

#11

#12

#13

ASSTIGNED WELLS

Location

SE/4 NW/4, Unit
Section 7, T20S
R37E, N.M.P.M.

NE/4 NW/4, Unit
Section 7, T20S
R37€E, N.M.P.M.

SW/4 NE/4, Unit
Section 7, T20S
R37E, N.M.P.M,

NW/4 NE/4, Unit
Section 7, T20S
R37E, N.M.P.M.

NE/4 SW/4, Unit
Section 7, T20S
R37E, N.M.P.M.

NW/4 NE/4, Unit
Section 7, T20S
R37E, N.M.P.M.

SW/4 NE/4, Unit
Section 7, T20S
R37E, N.M.P.M.

NE/4 NW/4, Unit C, APQ-43.

Section 7, T20S
R37E, N.M.P.M.

NW/4 SE/4, Unit
Section 7, T20S
R37E, N.M.P.M.

SE/4 SW/4 Unit
Section 6, T20S
R37E, N.M.P.M.

NE/4 SH/4 Unit
Section 6, T20S
R37E, N.M.P.M.

NE/4 SW/4- Unit
Section 6, T20S
R37E, N.M.P.M.

131

1959 as

1981

dated January

F,

Cv

G,

J;

Nv

K,

K,

as

i

Working
Interest

64.

64

43.

64

43.

24,

24.

43

49.

49.

49.

42050%

.42050%

5875%

.42050%

5875%

83725%

83725%

58725%

.58725%

67447%

67447%

674477%

12,
"Seller"

amended by

and between

by and between Gulf 0il
Corporation as "Buyer® and Sun Production Company as "Seller".

1984, as

Net
Revenue

Interest
51.536464%*

51.536464%"

34.8698%*

51.536464%*

34.8698%*

19.8698%*

19.8698%"

APO-34.8698%*

34.8698%*

39.739576%"

39.739576%*

39.739576%*

subsequently

and Warren Petroleum
Corporation (now Chevron USA Inc.) as

Well
Status

Temporarily
Abandoned

Temporarily
Abandoned

Producing

Temporarily
Abandoned

Temporarily
Abandoned

Producing

Temporarily
Abandoned

Producing

Temporarily
Abandoned

Temporarily
Abandoned

Temporarily
Abandoned

Producing
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Britt "A" #4

Britt "A" #5
Britt "A" #6
Britt

lIAIl #7

Britt Federal MKA #6

Britt Federal MKA #7

Britt Federal MKA #8

SE/4 SH/4 Unit N,
Section 6, T20S
R37E, N.M.P.M.

NE/4 SW/4 Unit K,
Section 6, T20S
R37E, N.M.P.M.

SE/4 SH/4 Unit N,
Section 6, T20S
R37E, N.M.P.M.

NE/4 SW/4 Unit K,
Section 6, T20S
R37E, N.M.P.M.

SE/4 SW/4, Unit N,
Section 7, T20S
R37E, N.M.P.M.

NW/4 SE/4, Unit J,
Section 7, T20S
R37E, N.M.P.M.

SW/4 SE/4, Unit O,
Section 7, T20S
R37E, N.M.P.M.

49.

49.

49.

49.

74

74.

74.

67447%

67447%

67447%

67447%

.83725%

83725%

83725%

39.739576%* Temporarily

Abandoned

39.739576%* Temporarily

Abandoned

39.739576%* Producing

39.739576%* Plugged and

Abandoned
59.8698%* Temporarily

Abandoned
59.8698%*  Temporarily

Abandoned
59.8698%* Temporarily

Abandoned

* Federal Lease LC 031621(a) contains a sliding scale royalty based on the

quantity and quality of production.

This

Net Revenue Interest figure

reflects a 12.5% royalty interest (proporticonately reduced).
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EXHIBIT "B*®

Attached to and made a part of that certain Purchase and Sale
Agreement dated April 20, 1992, by and between
DOYLE HARTMAN and wife, MARGARET HARTMAN, individually,
as Seller, and MERIDIAN OIL PRODUCTION INC., as Buyer

ASSIGNMENT AND BILL OF SALE

STATE OF NEW MEXICO §

§ KNOW ALL MEN BY THESE PRESENTS THAT:
COUNTY OF LEA §

DOYLE HARTMAN and wife, MARGARET HARTMAN, individually, with an
address of Post Office Box 10426, Midland, Texas 79702
(collectively "Assignor"), for and in consideration of ONE
HUNDRED DOLLARS ($100.00) and other good and wvaluable
consideration, receipt of which 1is hereby acknowledged, does
hereby assign, transfer, grant, and, convey unto MERIDIAN OIL
PRODUCTICON INC., with offices at 3300 North "A" Street,
Building 6, Midlang, Texas 797089 ("Assignee"), all of
Assignor's right, title and interest in and to the following:

(i) All of Assignor's interest in, to and under oil and
gas leases, leasehold interests, mineral fee
interests, rights and 1interests attributable or
allocable to the o©0il and gas leases or 1leasehold
interests by virtue of pooling, unitization,
communitization, and operating agreements, licenses,
permits, and other agreements, all more particularly
described on Exhibit "A" hereto, together with
identical undivided 1interests in and to all the
property and rights incident thereto (collectively
the "Leases”"), including, but not 1limited to, all
rights 1in, to and wunder all agreements, product
purchase and sale contracts, including any and all
past, present and future take-or-pay claims, leases,
permits, rights-of-way, easements, licenses,
farmouts, farmins, options, orders and other
contracts or agreements of a similar nature 1in any
way relating thereto;

(ii) All of Assignor's 1interest in and to all of the
wells, equipment, materials and other personal
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property, fixtures and improvements on the Leases as
of the effective date hereof, appurtenant thereto or
used or obtained in connection with the Leases or
with the production, treatment, sale or disposal of
hydrocarbons or waste produced therefrom or
attributable thereto, and all other appurtenances
thereunto belonging (the "Equipment");

(iii) All other 1leasehold interests, royalty and overriding
royalty interests owned by Assignor in, to and under
the Leases or attributable to production therefrom;

(iv) a1l unitization, communitization, pooling, and
operating agreements, and the units created thereby
which relate to the Leases or interests therein
described in Exhibit "A" or which relate to any units
or wells located on the Leases, including any and all
units formed under orders, regqulations, rules and
other official acts of the governmental authority
having jurisdiction, together with any right, title
and interest created thereby in the Leases;

(v) All of Assignor's rights to claim revenues or gas
resulting from any underproduction attributable to
Assignor's interest in the Leases; and

(vi) All lease files, land files, well files, o0il and gas
sales contracts files, gas processing files, division
order files, abstracts, title opinions, and all other
books, files, maps, logs and records, and all rights
thereto, of Assignor related to and necessary to the
realization of wvalue by Assignee of any of the
property purchased hereunder.

All of Assignor's interest in the above-mentioned assets 1is
herein collectively referred to as the "Interests”.

TO HAVE AND TO HOLD the same unto Assignee, its successors and
assigns, forever, subject to the terms and provisions hereof.

This Assignment is accepted subject to, and Assignee agrees to
comply with and be bound by, all of the terms and provisions of
all leases and assignments of record relating to the Interests.

THIS ASSIGNMENT AND BILL OF SALE IS EXECUTED WITHOUT ANY
WARRANTY OF TITLE, EITHER EXPRESS OR IMPLIED; PROVIDED,
HOWEVER, ASSIGNOR SHALL SPECIALLY WARRANT AND AGREE TO DEFEND
THE TITLE TO THE INTERESTS AS SET FORTH ON EXHIBIT "A" HERETO
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AGAINST THE LAWFUL CLAIMS AND DEMANDS OF ALL PERSONS OR
ENTITIES CLAIMING THE SAME OR ANY PART THEREOF BY, THROUGH OR
UNDER ASSIGNOR, BUT NOT OTHERWISE. ASSIGNOR MAKES NO EXPRESS
OR IMPLIED WARRANTY OR REPRESENTATION AS TO THE EQUIPMENT,
WHICH SHALL BE CONVEYED TO ASSIGNEE "AS IS, WHERE IS," WITH ALL
FAULTS AND DEFECTS, AND WITHOUT WARRANTIES OF MERCHANTABILITY,
CONDITION OR FITNESS FOR ANY PURPOSE.

This Assignment shall inure to the benefit of and be binding
upon the parties hereto, their heirs, successors and assigns.

IN WITNESS WHEREOF, this instrument is executed as of the 24th
day of April, 1992, but shall be effective as of the lst day of
September, 1991 (the "Effective Time").

ASSIGNOR
D,
DOYLE HAR N

MARGAREY HARTMAN

ASSIGNEE

MERIDIAN OIL PRODUCTION INC.

By:

Title:




STATE OF(//_\\ el 8

~ -

COUNTY OF 2 / A/ﬂ g

BEFORE ME, the undersigned authority, on this day
personally appeared DOYLE HARTMAN, known to me to be the
individual whose name is subscribed to the foregoing
instrument, and acknowledged to me that he executed the same
for the purposes and consideration therein expressed and in the
capac1ty therein stated.

GI UNDER MY HA ND OFFICIAL SEAL OF OFFICE
this day of 4%/1 , 1992.
MY COMMISSION EXPIRES: %4 //’m /1

o ‘EEEEEY/Egy& //{E for
Sta l /th//

My Commission expires 12/16/95

)
STATE OF %fy ﬂ//&’ J(j
COUNTY OF ﬁ f / £ sin §

BEFORE ME, the undersigned authority, on this day
personally appeared MARGARET HARTMAN, known to me to be the
individual whose name is subscribed to the foregoing
instrument, and acknowledged to me that he executed the same
for the purposes and consideration therein expressed and in the

capacity therein stated.
GI 'YJNDER MY Ayﬁ;Zé;D OFFICIAL SEAL OF OFFICE on
this > day of , 1992. ///”“ '

y oI
TR

MY COMMISSION EXPIRES:

My Commission expires 12/15/95



STATE OF

(971776 1V7]

COUNTY OF

BEFORE ME, the wundersigned authority, on this day
personally appeared

’

, of MERIDIAN OIL PRODUCTION INC.,
known to me to be the person and officer whose name 1is
subscribed to the foregoing instrument, and acknowledged to me
that he executed the same for the purposes and consideration
therein expressed and in the capacity therein stated as the act
and deed of said corporation.

GIVEN UNDER MY HAND AND OFFICIAL SEAL OF OFFICE on
this day of , 1992,

MY COMMISSION EXPIRES:

Notary Public in and for
the State of
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EXHIBIT “C*

Attached to and made a part of that certain Purchase and Sale
Agreement dated April 20, 1992, by and between
DOYLE HARTMAN and wife, MARGARET HARTMAN, individually,
as Seller, and MERIDIAN OIL PRODUCTION INC., as Buyer

Amoco Production Company

501 West Lake Park Boulevard

Houston, Texas 77253

Attention: Joint Operations - Engineer

Apache Corporation

1700 Lincoln, Suite 1900
Denver, Colorado 80203-4519
Attention: Acquisitions

ARCO 0il & Gas

600 North Marienfield

Midland, Texas 79701

Attention: Joint Operations - Engineer

James E. Burr
3803 Wedgewood Court
Midland, Texas 79707

Chevron USA, Inc.

15 Smith Road

Claydesta Plaza

Midland, Texas 79705

Attention: Joint Operations - Engineer

Conoco Inc.

10 Desta Drive, Suite 100W

Midland, Texas 79705

Attention: Joint Operations - Engineer
or Jud Wasson

Jack Fletcher
2100 Wadley, Unit 65
Midland, Texas 79705

Larry A. Nermyr
H. C. 57, Box 4106
Sidney, Montana 59270

Ruth Sutton
2626 Moss
Midland, Texas 79705



et O

FIFTH JUDICIAL DISTRICT COURT
COUNTY OF LEA
STATE OF NEW MEXICO

DOYLE HARTMAN,
JAMES A. DAVIDSON

Plaintiffs,
V. CV 91-475(FR)

UNION TEXAS PETROLEUM CORPORATION
a Delaware Corporation,

Defendant.

N St N Naa? Nt g Sgat gt St st gt Nuat? Nams? S oyt

STIPULATION FOR DISMISSAL WITH PREJUDICE

COMES NOW Plaintiffs, Doyle Hartman and James A. Davidson, and Defendant
Union Texas Petroleum Corporation, by and through Union Texas Petroleum Services
Corporation and Union Texas Petroleum Energy Corporation ("UTPC"), as successor by
merger to UTPC, and pursuant to SCRA 1986, 1-041(A)(1)(b), stipulate and agree that all
the claims and the counterclaims which the parties have asserted between them should
be dismissed with prejudice, each party to bear its own costs.

GALLEGOS LAW FIRM, P.C.

By

MARY E. WALTA
141 East Palace Avenue
Santa Fe, New Mexico 87501
(505) 983-6686



MADDOX & SAUNDERS
DON MADDOX

200 W. Broadway

Hobbs, New Mexico 88241
(505) 393-0505

Attorneys for Plaintiffs
Doyle Hartman and James A. Davidson

CAMPBELL, CARR, BERGE & SHERIDAN

By

MICHAEL CAMPBELL
110 N. Guadalupe
Santa Fe, New Mexico 87501

Attorneys for Defendant Union Texas _
Petroleum Corporation and Union Texas
Petroleum Services Corporation



FIFTH JUDICIAL DISTRICT COURT
COUNTY OF LEA
STATE OF NEW MEXICO

DOYLE HARTMAN,
JAMES A. DAVIDSON

Plaintiffs,
V. CV 91-475(FR)

UNION TEXAS PETROLEUM CORPORATION
a Delaware Corporation,

Defendant.

N St S’ S N N gt et N’ ol Nt S “amt? Nogat® et

ORDER OF DISMISSAL

THIS MATTER having come before the Court upon the joint Stipulation for
Dismissal With Prejudice filed herein by the parties and the Court being fully advised, the
Court finds that such motion should be granted.

WHEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED that the
above-captioned cause be and is hereby dismissed with prejudice to the filing of future

action, each party to bear its own costs.

DISTRICT JUDGE



APPROVED:
GALLEGOS LAW FIRM, P.C.
By

MARY E. WALTA
141 East Palace Avenue
Santa Fe, New Mexico 87501
(505) 983-6686

MADDOX & SAUNDERS
DON MADDOX

200 W. Broadway

Hobbs, New Mexico 88241
(505) 393-0505

Attorneys for Plaintiffs
Doyle Hartman and James A. Davidson

CAMPBELL, CARR, BERGE & SHERIDAN

By

MICHAEL CAMPRBELL
110 N. Guadalupe
Santa Fe, New Mexico 87501

Attorneys for Defendant
Union Texas Petroleum Corporation and
Union Texas Petroleum Services Corporation



AMENDMENT TO PURCHASE AND SALE AGREEMENT

This Amendment to Purchase and Sale Agresment is dated this 6th day of May, 1932,
between DOYLE HARTMAN and wife, MARGARET HARTMAN, individually (collectively
*Seller"), with an address of Post Office Box 10426, Midland, Texas 78702, and MERIDIAN
OIL PRODUCTION INC., a Delaware cerporaticn (*Buyer"), with offices at 3300 North *A*
Street, Building 6, Midland, Texas 739705, amending that certain Purchase and Sale
Agreement ("Agreement”) dated April 20, 1882, by and between Seller and Buyer.

In consideration of the covenants and agreements contained herein, Seller and Buyer.’
agree to amend the Agreement as follows:

1. Unless otherwise provided herein, the definitions contained in tre Agreerment shall
have the same meaning in this Amendment;

2.  Section S of the Agreement shall be deleted in its entirety and replaced with the
following: : :
"3, Closing.

rl

(8) Initial Cicsing. The initial Closing shall be held at 10:30 a.m. on May 8,
1592, at the offices of Buyer at 3300 North "A" Street, Building 6, Midiand,
Texas 78705, or at any such time and place as Seller and Buyer may
mutually agree in writing. At the initial Closing, Seller shall raceive the credit
set forth in Section 13 hereof and a partial payment of the purchass price
in the amount of ONE MILLION FIVE HUNDRED THIRTY-TWO THOUSAND
THREE HUNDRED FIFTY-TWO DOLLARS ($1,532,352). Seller shall
exacute, acknowlsdge and deliver to Buyer an Assignment and Bill of Sale
for the portion of the Interests as set forth cn Exhibit "A-1" attached hersto.

(b) Subsequent Closing. Pursuant to Assignment and Bill of Sale dated August
2S, 198G, effective September 1, 1988, from Conoco Inc., Amoco
Production Company, Atlantic Richfield Company, and Chevron U.S.A. Inc.
(collectively "Assignor*), Assignor assigned to Seller its interest in Section
7, SE/4 SW/4, W/2 SE/4, Township 20 South, Range 37 East, Lea County,
New Mexico, all of which Is more particularly set forth in the Assignment and
Bill of Sale recorded in Book 442, Page 653, Lea County, New Mexico (the
"Assignec Interests”). The Seller intends to sell and Buyer intends to buy
said Assigned Interest pursuant to said Agreement. The Seller has included
the Assigned Interest in the calculation of working interest and net revenue
interest set forth in Exhibit “A" attached to the Agreement. To date the
Assigned Interest has not been formally transferred on the bocks and
records of the former operator, Union Texas Petroleum Corporation, or the
current cperator, Buyer, of the Assigned Interest; more particularly, the
Assignor is receiving joint interest billings and revenues attributable to the
Assigned Interest. Seller shall deliver to Buyer, as successor cperator, at
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the time of Initial Closing a written notification of transfer of the Assigned
Interest to Seller and request for Buyer to make formal transfer of same on
its book and records. Buysr shall then notify Assignor of such request and
submit to Assignor for execution a Stipulation of interest confirming Seller’s
ownership of the Assigned Interest. Buyer shall also suspend payment of
revenues to Assignor as of May 1, 1892. Buyer, as successor operator,
agrees to use such other reascnable efforts as necessary to assist Seller
in confirming the transfer of the Assigned Interest to Seller. The
Subsequent Closing shall be held within five (5) business days after Buyer .
receives written acknowledgement from Assignor, in form satisfactory to
Buyer, of the transfer of the Assigned Interest from Assignor to Seller.

The Subseguent Closing shall be held at the cffices of Buyer at 33C0 North
"A" Street, Building 8, Midland, Texas 79705. At the Subsequent Closing,
Seller shall deliver the remaining partial payment of the purchase price in the
amount of THREE HUNDRED SEVENTEEN THOUSAND SEVEN HUNDRED
SEVENTY-TWO DOLLARS (8§317,772). Seller shall exscute, acknowledgs
and deliver to 8Buyer an Assignment and Bill of Sale and Transfer of
Operating Rights for the perticn of the Interests as set forth in Exhibit "A-2"
hereto. '

()  The initial Closing and the subseguent Clesing shall be collectively referred
to hersin as the Closing or Closing Date. To the extent there is any conflict
between the provisions of Section S and 10 hereof, Section S shall centrol.”

if Buyer has not received written acknowiedgement from Assignor approving the
transfer of the Assigned Interest from Assigner to Seller, in form satisfactory to
Buyer, on cor befcre Friday, November 13, 1982, Seller’s otligation to sell and
assign, and Buyer’s cbligation to purchase and pay for, shall terminate as 1o that
portion of the Interests as set forth in Exhibit "A-2".

The Stipulation For Dismissal With Prejudice and the Mutuzl Release delivered at

‘the initial Closing by the Seller and Buyer shall be effective, and of full force and

effect, notwithstanding the fact that there may bs no subsegquent Closing. The
failure of the parties to close on that pertion of the interests set forth in Exhibit "A-

2" shall not otherwise affect the right of the parties under the Agreement, as
amended. ‘

EXECUTED as of the date first mentioned atove.

co00/2000

SELER

DOYLE HARTMA
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s ot

MAﬁﬁRET HARTMAN

BUYER
MERIDIAN OIL FRODUCTION INC.

By
Title:
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EXHIBIT "A-1"

Attached to and made a part of that certain Amenoment to Purchase and Sale
Agreement dated May 6th, 1992, by ana between Doyle Hartman and his wife,
Margaret M. Hartman, as Seller, and Meridian Oi) Prcduction Inc., as Buyer.

BRITT "A" LEASE

Date of Lease: February 1, 1956

Lessor: The United States of America

Lessee: Harry M. Britt

Serial No.: LC-031621(a)

Recording Information: None, Unrecorded

Oescription of Assigned Interest: E/2 SW/4 of Section 6, T-20-S,
R-37-E, N.M.P.M., Lea County, New
Mexico

H.M.BRITT LEASE

Date of Lease: February 1, 1956

Lessor: The United States of America

Lessee: Harry M. Britt

Serial No.: LC-031621(a)

Recording Information: None, Unrecorded

Description of Assigned Interest: W/2 NE/4, E/2 NW/4 and NE/4 SK/4 of

Section 7, T-20-S, R-37-E, N.M.P.M.,
Lea County, New Mexico

BRITT FEDERAL MKA LEASE

Date of Lease: February 1, 1956

Lessor: The United States of America

Lessee: Harry M. Britt

Serial No.: LC-031621(a)

Recording Information: None, Unrecorded

Description of Assigned Interest: W/2 SW/4 and SE/4 SH/4 of Section 7,

T-20-S, R-37-E, N.M.P.M., Lea
County, New Mexico

RESERVATION

Seller reserves and retains all of the interest acquired by and under that
certain Assignment and B111 of Sale dated August 25, 1989, effective September
', 1989, by and between Conoco, Inc., et al, as Assignor, and Doyle Hartman,
as Assignee, recorded in Book 442, page 653, Oil and Gas Records, Lea County,
New Mexico, and by BLM Transfer of Operating Rights, LC-031621(a), dated
September 12, 1989, approved October 1, 1989, by and between Conoco, Inc., et
al, as Transferor, and Doyle Hartman, as Transferee.



“1ge Two

[2%]

Well
Name

H. M.

CONTRACTS

C-No. 3322 - Orilling and Farming Out Contract dated February 13, 1935
and amended between Continenta! 0Qil Company, et al and R. H. Henderson

recorded at Book 13, Page 3 in Lea County Courthouse, Lez County, New
HMexico.

C-No. 3564 - Joint Operating Agreement dated July 1, 1935, as amended, by
and between Continental Qil Co., The California Co., Stanolind 0Oil and
Gas Co., and Atlantic Oil Producing Co. (NMFU).

Gas Contract No. 4037 dated July 17, 1948, as subseguently amended, by
and between Continental O0il Company (now Conoco Inc.), Standard 0il
Company of Texas (now Chevron USA Inc.) The Atlantic Refining Company
(now ARCO 0i1 and Gas Company, A Division of Atlantic Richfield), and
Stanolind 0i1 and Gas Company (now Amoco Production Company) as "Seller®
and E1 Paso Natural Gas Company as "Buyer". (Subject to conditional
abandonment under FERC Order No. 490 and that certain Settlement
Agreement dated Oecember 28, 1988, by and between Doyle Hartman, et al,
and E1 Paso Natural Gas Company, et al, as amended).

Operating Agreement dated August 24, 1959 as amended by and between
Anderson Prichard 0il Corporation, et al.

Casinghead Gas Contract dated November 3, 1981 by and between Gulf 0il
Corporation as "Buyer" and Sun Production Company as "Seller®.

Rollover Gas Contract No. 131 dated January 12, 1984, as subsequently
amended, by and between Conoco Inc., as "Seller" and MHarren Petroleum
Company, a Division of Gulf 0Q0il Corporation (now Chevron USA Inc.) as
"Buyer".

ASSIGNED WELLS
Net
Horking Revenue Well
L ion Inter Interest Status
Britt #1 SE/4 NW/4, Unit F, 45.67058% 36.53647%* Temporarily

Section 7, T20S Abandoned
R37E, N.M.P.M.

. Britt #2 NE/4 NW/4, Unit C, 45.67058% 36.53647%* Temporarily
Section 7, T20S Abandoned
R37E, N.M.P.M.

. Britt #3 SW/4 NE/4, Unit G, 24.83725% 19.8698%* Producing
Section 7, T20S
R37E, N.M.P.M.

. Britt #4 NW/4 NE/4, Unit B, 45.67058% 36.53647%* Temporarily
Section 7, T20S Abandoned
R37E, N.M.P.M.

. Britt #5 NE/4 SW/4, Unit K, 24.83725% 19.8698%* Temporarily
Section 7, T20S Abandoned
R37E, N.M.P.M.

. Britt #10 NW/4 NE/4, Unit B, 24.83725% 19.8698%* Producing
Section 7, T20S
R37E, N.M.P.M.

. Britt #11 SW/4 NE/4, Unit G, 24.83725% 19.8698%* Temporarily
Section 7, T20S Abandoned

R37E, N.M.P.M.
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Page

Britt

Britt

Britt

Britt

Britt

Britt

Britt

Britt

Britt

Britt

(R SEE
Three

. Britt #12

. Britt #13

ntan #‘

A" #2
A #3
A #4
A" #5
A" #6
A" #7

Federal MKA #6

Federal MKA #7

Federal MKA #8

NE/4 NW/4, Unit
Section 7, T20S
R37E, N.M.P.M.

NW/4 SE/4, Unit
Section 7, T20S
R37E, N.M.P.M.

SE/4 SW/4 Unit
Section 6, T20S
R37E, N.M.P.M.

NE/4 SW/4 Unit
Section 6, T20S
R37E, N.M.P.M.

NE/4 SW/4 Unit
Section 6, T20S
R37E, N.M.P.M,

SE/4 SW/4 Unit
Section 6, T20S
R37E, N.M.P.M.

NE/4 SH/4 Unit
Section 6, T20S
R37E, N.M.P.M.

SE/4 SH/4 Unit
Section 6, T20S
R37E, N.M.P.M.

NE/4 SW/4 Unit
Section 6, T20S
R37E, N.M.P.M.

SE/4 SW/4, Unit
Section 7, T20S
R37E, N.M.P .M.

NW/4 SE/4, Unit
Section 7, T20S
R37E, N.M.P.M.

SW/4 SE/4, Unit
Section 7, T20S
R37E, N.M.P.M.

C. APQO-24

J, <4
N, 49,
K, 49,
K, 49.
N, 49,
K, 49.
N, 49.
K, 49.
N, 24.
J, 24
o, 24.

.83725%

.83725%

67447%

674477

67447%
67447%
6?4471
67447%

83725%

.83725%

83725%

67447%.

APO-19.8698%* Producing

39.

39.

39.

39.

39.

39

19.

.8698%"

739576%*

739576%*

739576%*

739576%*

739576%*

.739576%*

.739576%"

8698%*

.8698%*

.8698%*

Temporarily
Abandoned

Temporarily
Abandoned

Temporarily
Abandoned

Producing

Temporarily
Abandoned

Temporarily
Abandoned

Producing

Plugged and
Abandoned

Temporarily
Abandoned

Temporarily
Abandoned

Temporarily
Abandoned

Federal Lease LC 031621(a) contains a sliding scale royalty based on the

quantity and quality of production.

This

Net Revenue

reflects a 12.5% royalty interest (proportionately reduced).

Interest figure



EXHIBIT “A-2"

Attached to and made a part of that certain Amendment to Purchass and Sale
Agreement dated May 6th, 1992, by and between Doyle Hartman and his wife,
Margaret M. Hartman, as Seller, and Meridian Oil Production Inc., as Buyer.

BRITT "A" LEASE

Date of Lease: February 1, 1956

Lessor: The United States of America

Lessee: Harry M. 8ritt

Serial No.: LC-031621¢a)

Recording Information: None, Unrecorded

Oescription of Assigned Interest: £/2 SW/4 of Section 6, T-20-S.
R-37-E, N.M.P.M., Lea County, New
Mexico

H.M.BRITT LEASE

Date of Lease: . February 1, 1956

Lessor: The United States of America

Lessee: Harry M. Britt

Serial No.: LC-031621(a)

Recording Information: None, Unrecorded

Qescription of Assigned Interest: W/Z NE/4, E/2 NW/4 and NE/4 SW/4 of

Section 7, T-20-S, R-37-E, N.M.P.M.,
Lea County, New Mexico

BRITT FEDERAL MKA LEASE

Oate of Lease: February 1, 1956

Lessor: The United States of America

Lessee: Harry M. Britt

Serial No.: LC-031621(a)

Recording Information: None, Unrecorded

Description of Assigned Interest: W/2 SW/4 and SE/4 SW/4 of Section 7,

T-20-5, R-37-E, N.M.P.M., Lea
County, New Mexico

CONTRACTS

1. C-No. 3322 - Drilling and Farming Out Contract dated February 13, 1935
and amended between Continental Qi1 Company, et al and R. H. Henderson
recorded at Book 13, Page 3 in Lea County Courthouse, Lea County, New
Mexico.

2. C-No. 3564 - Joint Operating Agreement dated July 1, 1935, as amended, by
and between Continental 0il Co., The California Co., Stanolind 011 and
Gas Co., and Atlantic Of1 Producing Co. (NMFU).

3. Gas Contract No. 4037 dated July 17, 1948, as subsequently amended, by
and between Continental O0i1 Company (now Conoco Inc.), Standard Oil
Company of Texas (now Chevroa USA Inc.) The Atlantic Refining Company
{(now ARCO 01il and Gas Company, A Division of Atlantic Richfield), and
Stanolind 011 and Gas Company (now Amoco Production Company) as "“Seller”
and E1 Paso Naturai Gas Company as "Buyer”. (Subject to conditional
abandonment under FERC Order No. 490 and that certain Settlement
Agreement dated December 28, 1988, by and between Doyle Hartman, et al,
and £1 Paso Natural Gas Company, et al, as amended).



Exhibit “A-2"
Page Two

4. Operating Agreement dated August 24, 1959 as

Anderson Prichard Qil Corporation, et al.

5. Casinghead Gas Contract dated November 3, 1981

amended by and between

by and between Gulf Qil
Corporation as “Buyer" and Sun Production Company as “Seller®.

subsequently

and HWarren Petrolieum

Hell
Status

Temporarily
Abandoned

Temporarily
Abandoned

Producing

Temporarily
Abandoned

Temporarily
Abandoned

Producing

Temporarily
Abandoned

Temporarily
Abandaoned

Temporarily
Abandoned

Temporarily

6. Rollover Gas Contract No. 131 dated Janvary 12. 1984, as
amended, by and between Conoco Inc., as "Seller®
Company, a Division of Gulf 0il Corporation (now Chevron USA Inc.) as
"Buyer".

A N WELL
Net
Well Horking Revenue
Name Location Interest Interest
H. M. Britt #1 SE/4 NW/4, Unit F, 18.75% .~ 15.00%*
Section 7, T20S
R37E, N.M.P.M.

H. M. Britt #2 NE/4 NW/4, Unit C, 18.75% 15.00%*
Section 7, T20S
R37E, N.M.P.M.

H. M. Britt #3 SW/4 NE/4, Unit G, 18.75% 15.00%*
Section 7, T20S
R37E, N.M.P.M.

H. M. Britt #4 NW/4 NE/4, Unit 8B, 18.75% 15.00%*
Section 7, T20S
R37E, N.M.P.M,

H. M. Britt #5 NE/4 SW/4, Unit K, 18.75% 15.00%"
Section 7, T20S
R37E, N.M.P.M.

H. M. Britt #12 NE/4 NW/4, Unit C, APO-18.75%  APQ-15.00%*
Section 7, T20S
R37E, N.M.P.M.

H. M. Britt #13 NW/4 SE/4, Unit J, 18.75% 15.00%*
Section 7, T20S
R37E, N.M.P.M.

Britt Federal MKA #6 SE/4 SH/4, Unit N, 50.00% 40.00%*
Section 7, T20S
R37E, N.M.P.M.

Britt Federal MKA #7 NW/4 SE/4, Unit J, 50.00% 40.00%*
Section 7, T20S
R37E, N.M.P.M.

Britt Federal MKA #8 SW/4 SE/4, Unit O, 50.00% 40.00%*

Section 7, T20S
R37E., N.M.P.M.

Abandoned

* Federal Lease LC 031621(a) contains a sliding scale royalty based on the
quantity and quality of production. This Net Revenue Interest figure
reflects a 12.5% royalty interest (proportionately reduced).



MERIDIAN OIL

February 9, 1993

Mary E. Walta, Esq.
Gallegos Law Firm

141 East Palace Avenue
Santa Fe, New Mexico 87501

Re:  Amendment to Purchase and Sale Agreement
Dated May 6, 1992, between Doyle Hartman, et ux.,
and Mendian Oil Production Inc.

Dear Ms. Walta:

Under Provision 2(b) of the above-referenced amendment agreement, there is to be
a subsequent closing between the Hartmans and Meridian whereby Meridian will receive
an Assignment and Bill of Sale and Transfer of Operating Rights for the interests set forth
in Exhibit "A-2" of the amendment. The interests on said Exhibit "A-2" are calculated
and based upon the Hartmans having been previously assigned from Conoco Inc., Amoco
Production Company, Atlantic Richfield Company, and Chevron U.S.A., Inc.
collectively referred to as the "NMFU parties”, a 50% working interest in the 120 acre
Britt Federal MKA Lease, SE/4SW/4, W/2SE/4, Section 7, R7E, Lea County, New
Mexico, and an 18.75% working interest in the other 200 acres not covered by said lease
of the 320 acre Eumont Gas Proration Unit of which unit the lease is a part.

As you are aware, there are some differences of opinions among the NMFU parties
- as to whether the Hartmans received any interest in that 200 acre part of the 320 acre
Eumont Gas Proration Unit that was not covered by the above-mentioned lease.
According to Provision 2(b) of the above-referenced agreement, the subsequent closing
will be held only after Mernidian receives a written acknowledgment from the NMFU
parties, to Mernidian's satisfaction, of the transfer from the NMFU parties to the Hartmnans
of the above-mentioned 18.75% interest in the 200 acres of the Eumont Unit not covered
by the Brntt Federal MKA Lease as well as the transfer of the 50% interest in said lease.

Transfer Orders have been sent to each of the NMFU parties which stipulate the
above interests and these parties have been asked to confirm these interests by executing
these Transfer Orders. Our records do not indicate any confirmation of these interests by
any of the NMFU parties.

EXHIB/T
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Mary E. Walta, Esq.
February 9, 1993
Page Two

Until Meridian can obtain some satisfactory confirmation of these interests by all
of the NMFU parties, Meridian and the Hartmans cannot go forward and close on the
interests described in Exhibit "A-2" of the above-referenced Amendment to Purchase and

Sale Agreement.

Sincerely yours,

Thomas H. Owen, Jr.

HAATMANTHOB YRRONP &SACR EPMENTAMENDMENT



February 19, 1993

Mary E. Walta, Esq.
Gallegos Law Firm

141 East Palace Avenue
Santa Fe, New Mexico 87501

Re: Amendment to Purchase and Sale Agreement
Dated May 6, 1992, between Doyle Hartman, et ux.,
and Meridian Qil Production Inc.

Dear Ms. Walta:

Under Provision 2(b) of the above-referenced amendment agreement,
there is to be a subsequent closing between the Hartmans and Meridian whereby
Meridian will receive an Assignment and Bill of Sale and Transfer of Operating
Rights for the interests set forth in Exhibit "A-2" of the amendment. The interests
on said Exhibit "A-2" are calculated and based upon the Hartmans having been
previously assigned from Conoco Inc., Amoco Production Company, Atlantic
Richfield Company and Chevron U.S.A., Inc., collectively referred to as the
"NMFU parties”, a 50% working interest in the 120 acre Britt Federal MKA Lease
SE/4SW/4, W/2SE/4, Section 7, R7E, Lea County, New Mexico and an 18.75%
working interest in the other 200 acres not covered by said lease of the 320 acre
Eumont Gas Production Unit of which unit the lease is a part.

Meridian has sent Transfer Orders to each of the NMFU parties with Exhibit
"A"s attached which exhibits recite that Hartman was transferred and now owns
the above 50% and 18.75% interests. More specifically, these Exhibit "A"s recite
that Doyle Hartman acquired, as Transferee, a 4.6875% interest from each of the
four NMFU parties in the H. M. Britt Nos. 3 and 12 Wells, which wells are part of
the 320 acre Eumont Gas Unit but not situated on the Britt Federal MKA Lease,
and acquired a 12.50% interest from each of the four NMFU parties in the H. M.
Britt MKA Nos. 6, 7 and 8 Wells, which three wells are situated on said lease.

As you are aware, there are some differences of opinions among some of
the NMFU parties as to whether the Hartmans received any interest in that 200
acre part of the 320 acre Eumont Gas Proration Unit that was not covered by the
above-mentioned lease. Conoco Inc. and Chevron U.S.A. Inc. each signed and
retumed to Meridian the above-referenced Transfer Orders thereby confirming the

B




Mary E. Walta, Esq.
February 19, 1993
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assignment of their interests to Hartman. Amoco Production Company wrote
Meridian a June 17,1992 letter stating that Doyle Hartman was only conveyed an
interest in the Britt 6, 7 and 8 Wells which are on the lease but was not conveyed
an interest in the Britt 3 and 12 wells which are not on the lease. With this letter,
Amoco retured the Transfer Order sent it and altered the Exhibit "A" to recite that
Hartman had acquired a 4.6875% interest (instead of a 12.50% interest) in the
Nos. 6, 7 and 8 Wells and had acquired no interest in the Nos. 3 and 12 wells.
Atlantic Richfield Company wrote Meridian an August 20, 1992 letter stating that
it was unable to execute the Transfer Order sent it because they were "not sure
as to the manner to interpret Exhibit 'A"."

Therefore, Conoco and Chevron have acknowledged the transfer of these

interests and Amoco Production Company and Atlantic Richfield Company have
not.

Until Meridian can obtain some satisfactory confirmation of these interests
by all of the NMFU parties, Meridian and the Hartmans cannot go forward and
close on the interests described in Exhibit "A-2" of the above-referenced
Amendment to Purchase and Sale Agreement. Your efforts in obtaining the
confirmations of Amoco and ARCO will be appreciated.

Sincerely yours,

Thomas H. Owen, Jr.

PhanmanthalronV 2 O



MERIDIAN OIlL

April 8, 1996

Mr. Doyle Hartman
P. O. Box 10426
Midland, Texas 79702

Re: Britt #2 & #12 Wells

Gentlemen:

On September 27, 19935, Meridian received an executed transfer order from Atlantic Richfield
Company, the last remaining NMFU partner to execute said instrument. Meridian is preparing a
final reconciliation concerning the expenses and revenues attributable to the subject wells from
September 1, 1989 to the point when Mr. Hartman’s JIB’s reflect his new expense and revenue
interest. Upon review and concurrence of this reconcilation by the NMFU partners and Mr.
Hartman, the final post-closing adjustments between Mr. Hartman and the NMFU partners can
be resolved.

Bv copy of this letter. Meridian is requesting the cooperation of the four NMFU partners.

Very truly yours,

MERI OIL INC
Don W. Davis

Regional Landman

DWD/JBS/cs

cc: Atlantic Richfield Company Chevron USA
Attention: Mr. John Lodge Attention: Mr. James Baca
P. 0. Box 1610 P.O.Box 1150
Midland, Texas 79702 Midland, Texas 79702
Conoco Inc. Apache Corporation
Attention: Mr. David Twomey Attention: Mr. Scott Spence
10 Desta Drive, Suite 100 200 Post Oak Blvd., Suite 100
Midland, Texas 79705 Houston, Texas 77056-4403

bcec: Roy Mace

Kathy Polston EXHIBIT
P O. Box 51810, Midland. Texas 79710-1810, Telephone 915-688-6800 a i

3300 N. "A" St., Bldg. 6. 79705-5406 "
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Lctoper 11, 1531

Mr. Doyle Eartman
Oil Operator

P. O. Box 10426
Midland, Texas 73702

Re: Order R-5448
W2 E/2and Ef2 W/2 of Sec. 7,
T-20-5, R-37-E

Tear Mr. Hartman:

We recaived your letter of October 8, 1531, requesting the Division tc cancsl
the ailowable granted to the Britt No. 3 and No. 12 Wells. You =re correct
that tha W/2 of the E/2 and the E/2 of the W/2 of Section 7 are an arproved
non~standard proraton urit. It is also correct that thet proretion unit is
simultaneously dedicated to the Britt Wells Nos. 3 and 12, totk of which are
at approved uncrthodox locations. Thereiore it would te correct that all
productior. from either or both of those wells should be allccated to the
interest owrers in the entire prorstion unit.

However, it appears that from Divisict records that these wells are being fully
operated in accerdazce with the rules anc regulations of the Divisicn. Any
dispute between Doyle Eartman and Union Texas Petrcleum and Meridian Ol
i{s contractual and the Qil Conserveation Divisicn dees not heve the jurisdiction
or authority to enter into or resolve such disputes. Nor does the Division

have the authority ‘o cancel the allowable of the well based upon a private
contract dispute.

Therefore your request to cancel tre alioweble for this proraticn unit is
hereby denied.

Sincerely, g 9
L/QQ&% %‘&r -
WILLIAM J. Lawf, =
Director (/ v
[t
WJL/RGS/dr

cc: Jerry Sexton
OCD - Hobbs
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