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May 13, 1996 

HAND D E L I V E R E D 

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. 

hand delivered: 
Rand Carroll, Esq. 
Attorney for NMOCD 

Michael Condon, Esq. 
Attorney for Doyle Hartman 

cc: Meridian Oil Inc. 
Attn: Don Davis 

W. Thoir&s Kellahin 



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, E T AL, FOR 
COMPULSORY POOLING, FOR AMENDMENT 
OF ORDER R-5448, FOR COMPENSATION 
PURSUANT TO THE OIL & GAS PROCEEDS 
PAYMENT ACT AND OTHER R E L I E F , 
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 ofthe 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 T I T L E 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) T I T L E 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 is 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 ofthe 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, 

Kellahi^ & 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. 

/ 
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DRILLING AND FARMING OUT CONTRACT. C-132Z. 

• STATE Or Ni,? MEXICO ) 
( 

CO'.-NTY Or LEA ! 

THIS AGREEMENT, ̂ «de and entered i n t o by and between CONTINENTAL OIL OK?A,\T, * Delaware 

corporation, and THE CALIFORNIA COIL'ANY, a Montana c o r p o r a t i o n , both q u a l i f i e d to do business 

l n Hew Mexico, h e r e i n a f t e r c a l l e d f i r s t P a r t i e s , and R. H. iSNDEHSON, of Kldland, Texas, 

~ herelr.after c a l l e d Second Party; 

YITNESSETH: 

'.KER2AS, on the 13th day of June, 1925, pursuant to an a p p l i c a t i o n t h e r e f o r , there was 

I issued to Alva Nye Etz, under Seetion 13 of the ~ c t of Congress, Approved February 25, 1920 

t41 S t a t . 437), a Permit, S e r i a l No. C29464, Las Cruxes, ..ew cexlcc. Land O f f i c e , and S e r i a l 

Ko. 0528S8, noswell, Ken Mexico Land e f f i c e , gra:.ting to him the exclusive r i g h t f o r a pariod 

of two years from the .ate thereof to prospect f o r o i l anj gas upon the f o l l o w i n g described land 

s i t u a t e l n Lea County, Stata of New Mexico, t o - * l t : 

Corporate A l l Sec* 11 and 12; N i , N'- S i Sec. 14; Mi, : ; i S i Sec. 13; Ni sec.25; 
Seal T. 21 3., R. 32 Z . , :;.".?..". containing 2560 acres, more or le s s ; 

AitJ, 7.HERSAS, the ^ a l i Continental .11 Company I s the present cwner of an undivided three-

fourths 13/4) I n t e r e s t , and the said The C a l i f o r n i a Company i s the present owner of an un­

divided one-fourth (1/4) I n t e r e s t i n and to a l l of the r i g h t , t i t l e end I n t e r e s t f o r m e r l y 

owned by the "arland O i l Company of Colorado i n , to and under t h a t c e r t a i n DRILLING AND 

OPERATING AGREEMENT entered into on the 21st dsy of January, 1327, by and between Alva Nye 

Etz, designated t h e r e i n as "OWER", and garland O i l Company of Colorads, designated t h e r e i n as 

"CONTRACTOR" l n so f a r as the sai J. d r i l l i n g and operating agreeaent a f f e c t s the lands described 

t h e r e i n ; and, 

"KER:'.A3, on the 19th day of i'.ay, 1325, pursuant to an a p r l l c a t l o n t h e r e f o r , there was 

Issued to l.onico Jl:alnez, under Section 13 of the * c t of congress, Approved .'ebruary 25, 1920 

141 S t a t . 437i, a Permit, s e r i a l No. 030453, Las Cruces , New Mexico, Land O f f i c e , g r a n t i n g 

to hla the exclusive r i g h t f o r a period of two year3 from the i a t : thereof, to prospect f o r 

o i l and gas upon the f o l l c t i l n g described lands 3 l t u a t e i n Lea County, State of New !'exlco, 

t o - i l t : 

'•or-orate Lots 1 to S In c l u s i v e Sec. 6, T. 21; 3} Sec. 10; S j Sec. 11; 
Seal' S i Sec. 12; ;.'i S i j Sec. 13; .lEt, S i Sec. 21; . .H-, Ni S'ii, ff.'.'i STIi 

Sec. 22, T. 20 3., a l l l n a. 33 E. , . , . : : . .?.1; . , c o n t a i n i n g 2266.39 acres, 
.no re or 1 e s s; 

.1113, .7HZAZ.VS, on the 31sc day of August, 1326, :.'onico ."lmlnez, assigned,slth the approval 

of the Secretary of the I n t e r i o r , said Permit unto Peter j . . Hapi:oclc; and, 

.VH2REAS, the said Continental O i l Coo-any la the present owner of an undivided three-

f o u r t h s (3/4) I n t e r e s t , and the s a i l The C a l i f o r n i a Company 13 the present owner of en undivided 

one-fourth i l / 4 i I n t e r e s t i n and to a l l of the r i g h t , t i t l e and i n t e r e s t formerly owned by the, 

Garland O i l Company of Colo.ado i n , to and under that c e r t a i n DRILLING AMD OPERATING 

AGREEMENT entered i n t o on the 2nd day of .-ebruary, 1927, by andbetween Peter L. RapKoclc, of 

Las Cruces, New i: e i l c o , t h e r e i n designated as "Ô NER", and ('eriand 311 Company of Colorado, 

t h e r e i n deslgneted a 3 "CONTRACTOR*,in ao f a r as the said d r i l l i n g and operating agreement 

• f f a a t a tha landa deaorlbad t o a r a l n ) and, 

'.IhTRZASi on the 11th day of r;oTenber, 1926, pursuant to an a p p l i c a t i o n t h e r e f o r , tn«r« 

waa laauad to Harry W. B r i t t , under 3eotlon 13 of the »ct of Congress, Approved February 25, 

^ 1980 (41 S t a t . 437),a Permit, S e r i a l No. 031621, Las Cruces, Wew Mexico La,.d O f f i c e , greasing 

to him the exclusive r i g h t f o r a period of two years from the date t h e r e o f , to prospect f o r 

o i l and gas upon the f o l l o w i n g described lands s i t u a t e i n Lea County, s t a t e o f new "ex l o o , 

- t o - w l t • •• " 

EXHIBIT 



5T7 ^ S e c . 5: 3 E t ?w, / 5 a o . 3 : ->«c. o ; ..3 r.?, •. 7 •• j . «>4 

Sec. 3; S^i : r7 ; , S j Seo. 10; ••} 3.vf Sec. 11 ; a l l o o c i . .5 l a L . 20 3 . . 
R. 37 i . , N.V..P.V. . con ta in ing 231S.0S acres ; 

AND, .7HEREAS, the cald c o n t i n e n t a l O i l Company la the present 0Jn;r o f on undivided 

t h r ee - fou r th s (3 /1) I n t e r e s t , and the said lhe C a l i f o r n i a v.omt any Is the present owner of an 

undivided one- four th ' .1/4) I n t e r e s t I n and to a l l o f the r i g h t , t i t l e and I n t e r e s t fo rmer ly 

owned by the ;.:arland o i l Company of . c l o r s d o i n , to and under that c e r t a i n DRILLING .'JSD 

OPERATING AGR1E::E.NT entered i n t o on the 23rd of r eb rua ry , 1927, by and between Harry y . B r i t t , 

designated the re in as "07WZR", and garland O i l Company of Colorado, designated the re in es 

"CONTRACTOR.," l n so f a r as the said d r i l l i n g a .d opera t ing agreement a f f e c t s the lands described 
Cdrpor orate 

therein; end, Saal 

V/HEHEAS, a l l r i g h t s and p r i v i l e g e s granted to the above-named permi t tees and t h e i r ass i rns ^ 

have been extended by the jepartment of the I n t e r i o r u n t i l Hay 1,1935, sub jec t to the terms 

and condi t ions of the agreement evidencing such ex tens ion , r ea r ing dates Apr . • • 19*4 and 

July " " . ' a - » i , and signed by the Secretary of tha I n t e r i o r ; and, 

»'HEHEAS, I t I s the de s i r e of a l l the p a r t i e s hereto tha t the lend h e r e i n a f t e r described 

be tested f o r o i l and gas; and, 

JHEREA3, second p a r t y , f o r the cons idera t ions h e r e i n a f t e r s t a t ed , i s ready, able and 

w i l l i n g to commence opera t ions f o r the d r i l l i n g of three we l l s on the land above described, at 

the loce t lons and v r l t h l c the time h e r e i n a f t e r s t a t e d , and cont inue the d r i l l i n g o f each o f 

said r a i l s w i th due and reasonable d i l i g e n c e , f r e e of a l l cost to f i r s t p a r t i e s , to the depths 

h e r e i n a f t e r s p e c i f i e d ; 

NOS, 1HERE2VRE, KNOW ALL ""£H 3Y THESE PR.3ENTS: 

That f o r and i n c o n s i d e r a t i o n of the premises and of the f a i t h f u l performance cf the 

covenants, i t i s agreed; 

ARTICLE 1 . 

w s t . e i l s T Second p a r t y agrees, a t h i s sole cost and expense, to d r i l l and complete 

three wel ls f o r o i l and gas mining purposes, a t the f o l l o w i n g l o c a t i o n s and to the f o l l o w i n g 

depths, t o - w l t : 

(a) .ne w e l l to be loca ted l n the southeast quar te r of s e c t i o n 12, I ' l 21 3, R-32 s, 

above described, a c t u a l d r i l l i n g operat ions thereon to be comcenced on or before arch 5, 

1535, and continued w i t h due and reasonable d i l i g e n c e to a i s p t h of 4200 f e e t , unless pro-

d . c t a of o i l and/or gas, or s hole f u l l of su l rhu r weter, be encountered a t a lesser depth . Corporate 
Seal 

lb) une well to :e located on the southwest quarter cf Section 11, Tn_. 20 3. R 33 i , 

above described , actual d r i l l i n g operations thereon to be commenced on or befora ;/areh 15, 

1935, and continued with due and reasonable diligence to 3 depth of 4000 feet, unless pro­

duction of o i l and/or gas, or a hole f u l l of sulphur water, be encountered at a lesser depth. 

(c) One s e l l to be located either on the east half of west half or '.vest half of east 

half of Sectlcn 7, aoove described, actual d r i l l i n g operations thereon to be commenced on 

or before March 15, 1V35, ar.d continued with due and reasonable diligence to a depth of 4000 

feet, unless production of o i l end/or gas, or a hole f u l l of sulphur,water, be encountered at 

a lesser depth. 

ARTICLE I I . 

IK3FSCTION ..NS INrORXATISK- F l r a t p a r t l a a s h a l l , at a l l tl:;.aa, have f r a - access to tha 

wel ls hereinabove prov ided f o r , and to any and a l l I n f o , ma d o n a v a i l a b l e p e r t a i n i n g to the 

d r i l l i n g of the same, I n c l u d i n g d e l l y logs end changes l r . fo rmat ions and samples of a l l c u t t i n g s 

or f l u i d s which may be encountered i n the d r i l l i n g t h e r e o f . f i r s t p a r t i e s s h a l l have the 

r i g h t to procure samples of a l l sueh format ions and f l u i d s and second pa r ty s n a i l not d r i l l 

i n t o any Isuown producing hor izon a l t h o u t f i r s t g i v i n g f i r s t p a r t i e s s u f f i c i e n t no t loe t he r eo f 



Corporate 
Seal 

Corporate 
"aal 

Approved 
J.H.Johnson 

Insurance 
Division 

. . • -» t m * i — 14 i c . i K . e i Luufe on tho grouiw^^fo wttnass tho d r i l l i n g ln of 

sucn w a l l s . I f they so desire , i n tha event such wells shal l be unproductive or o i l or ges 

ln paying quant i t ies at the t o t a l depths hereinabove provided f o r . then second party sha l l 

n o t i f y f i r s t part ies before tha same s h a l i be plugged, ln o rd . r that f i r s t part ies may have 

a representative on the ground fo r tho purpose of talcing a Joint measurement or to witness 

the measurement of such [veil or w e l l s . 

.^STICL. TTT • 

Log, Heports and Plugging- aeeond party shal l keep a true aad accurate log of such wells 

and a correct t a l l y of the various si2es 2nd lengths of casing thet nay be set i n said wells, 

and, upon completion the. eof, shal l deliver to f i r s t parties a true and complete log of sold 

wells, together with a true and accurate record of a l l casing set therein, showing the make, 

size, weight, thread and lengths thereof, aod the point at which such csslng shel l have been 

set. Second party shal l furnish to f i r s t c s r t i e s semi-weekly w r i t t e n reports of tba progress 

of seld wells, mailing tha same to , roduction jepartmenc, Continental u l l Company, F.O. .'ox 

2Z00, t o r t - o r t h , lexas. Any and a l l rcells abandoned by second party s h a l l be plugged at 

his expense, and in f u l l compliance with the rules and regulations of the State of New Mexico, 

or any other Governmental Agency. 

A.-.TICLE 17. 

Insurence-

(a) Second party agrees to hold f i r s t part ies harmless from and against a l l claims, 

expenses, loss and damage a r i s i n g from any cause whatsoever ln connection wi th the work to be 

performed under th i s contract , regardless of whether such work be performed by second party 

or by bis employes, or by sub-contrsctcrs under second party or employes of such sub­

contractors , or by both, or a l l . 

Approved J . H. Johnson 

Insurance Div i s ion (Marginal nota t ion) 

(b) Second party sha l l carry and pay for workmen's compensation Insurance which she l l 

comply wi th the workmen's compensation lsns of the State of Hew Mexico, and shal l cover a l l 

of second p a r t y ' s employes engaged in the work to be performed under t h i s ccnt rac t . Second 

party s h a l l carry and pay fo r employers' l i a b i l i t y insurance *i- ,h l i a b i l i t y l i m i t s of not less 

than *2S,C00 as to any one employe, and not less then C50.000 as to any one accident. Second 

party s h a l l also see to i t thet each and every sub-contractor under him s h a l l carry and pay 

f o r workmen's compensation insurance and employers' l i a b i l i t y Insurance covering a l l of such 

sub-contractor 's employes engaged in any ^ark under t h i s contract . The workmen's compensation 

insurance provided by such sub-contractcrs s t a l l comply wi th the laws o f the State of New 

Mexico. The l i a b i l i t y l i m i t s of suc.i empLoyers' l i a b i l i t y insurance carrfedby such sub­

contractor s h a l l not be less then v25,0C0 as to any one emplove, end $50,000 as to any one 

accident. Saployers' I l s D i l i t y insurance po l i c i e s obtained and carr ied e i ther by second party 

or by a sub-contractor, when not w r i t t e n as a part of the workmen's compensation p o l i c i e s , 

sha l l include the names of a l l the part ies hereto as the assured. 

(c) Second party sha l l also carry and pay Tor public l i a b i l i t y insurance ooverlng a l l 

work to be periormed under th i s contract wi th H o l t s of not less than j.25,000 as to any one 

person, and i50,000 as to any one accident, and sha l l carry and pay Tor Insurance against 

property damage l i a b i l i t y a r i s i ng out of a l l work to be performed hereunder with a l i m i t of 

not less than J10.000 f o r sueh accident. A l l such public l i a b i l i t y insurance r o l l c l e s and 

property damage l i a b i l i t y Insurance po l i c i e s shel l Include the nemes of a l l the part ies hereto 

as tha assured; or , ln the a l t e r n a t i v e , second party sha l l provide and pay fo r owre rs con­

t ingent publ ic l i a b i l i t y and property damage insuracne po l ic ies Issued ln the names of 

Continental O i l Company and The C a l i f o r n i a Company, w i th publ ic l i a b i l i t y l i m i t s of not less 

than 525,000 as to any one peraon, and $50,000 as to any one accident', and wi th a 'property ' 



i n d e n t p o l l c l C - T s h a l l be i e l l v e r e d 

to anJ r e t a l n e c by C o n t i n e n t a l O i l Company. o r p o r a t i 
3eal 

Approved J, Et. Johnson 

Insurance Division {Marginal Notation} 

(d) Second party snai l provide automobile public l i a b i l i t y Insurance n i t h l i m i t s of not 

less than $25,000 as to any one person, and not less than $50,000 as to any one accident,and 

shell also provide automobile property damage Insurance with a H a l t of not less then C5,000 

to cover a l l automotive equipment used by second party tn the operations contemplated ond to 

be performed under t i l l s contract. A l l such automobile Insurance p o l i c i e s shall Include the 

names of a l l tha parties hereto as the assured. 
Approved J. H. •> ohnson , 
Insurance Division. (Marginal Notation) 

le) A l l such p o l i c i e s of insurance shall be delivered to Continental O i l Company at i t s 

o f f i c e l n Fonca C i t y , Oklahoma, f o r examination and return to sacond party, and, i n addition 

thereto second party ahall furnish to Continental O i l Company, at i»»#?ald o f f i c e , a ..-ertlf l c a t a 

or c e r t i f i c a t e s of insurance on Continental O i l Company*s form F 6-32-S, each of which shall be 

attested by a duly authorized representative of the insurance company w r i t l n c the respective 

policy, and shall contain an agreement in the part of the insurer that the Insurance concerning 

which the : e r t i f i c a t e i s given shall not be cancp1-^ without at least ten days' notice to the 

Insurance J i 7 l s i o n of Continental O i l Company at Ponca C l t " , Oklahoma. 

Approved J. H. Johnson 

Insurance Division (Marginal Notation) 

ARTICLE V. 

Abandonment- I t is agreed by and between the parties hereto that tl.ie ia of the essence 

of this contract and that In the event seoond party s h a l l I ' s l l or neglect to commence the 

actual d r i l l i n g operations of any of the v. el la hereinabove provided f o r , ni t h i n the time 

herein specified, or i f , a f t e r having co.7:.zenced the d r i l l i n g thereof he s..3ll f a i l to complete 

any cf said n a i l s as herein provided, t h i s contact shell f u l l y terminate and be of no further 

force and e f f e c t , and f i r s t parties s n a i l be under no obligation to sake and deliver the 

assignments hereinafter senticned. I f second psrty shall fe i 1 or ne dec t , except where such ' 

fa i l u r e or neglect i s due to or the result of s t r i k e s , lockouts, f i r e , unusual delay in 

transportation, unavoidable casualties, accidents, or any causes beyond his control, to 

continue the operations on said flells, or any of t.-.ea, for a period of f i v e (5 J days a f t e r 

having commenced the d r i l l i n g thereof, without f i r s t having obtained the w r i t t e n consent of 

f i r s t parties so to do, such neglect or discontinuance s h a l l , of i t s e l f , and rrlthout any 

notice or demand by f i r s t p o r t i e s , constitute an abandon ent by second party of his r i g h t s 

under the terms of t h i s contract, and f i r s t parties shal l have, wit h i n sixty 160) days a f t e r 

such abandonment, i n addition to t h e i r lawful and equitable remedies, the r i g h t to take 

possession of such well or ;vells, and, i n such event, 3 - a l l have the free use of a l l tools, 

appliances and machinery thereat belonging to or under the control of second party, for the 

purpose of d r i l l i n g and /or completing said .:ell or wells, without any l i a b i l i t y whatsoever 

to second party for the use of such tools, appliances, cacninery and equipment, except f o r 

loss or damage thereto not occasioned by the usual wear and tear incident to such use, and, 

ln such event, f i r s t parties s h s l l be under no obligation to deliver to second party the 

assignments hereinafter aentiuned. 

ARTICLE 71 , 

Assignments-

(a) ror and in consideration of the d r i l l i n g and completing by second party of the 

three test wells referred to l a A r t i c l e I above, i n the canner and within tha time therein 

mentioned, f i r s t p a r t i e s , upon the completion of a l l of said wells, and the furnishing to 

Corporate 
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thon Of t r u e and a c c u r a t e l o g s t h e r e o f , d u l y c e r t i f i e d t o , s u b j e c t to tha c o n d i t i o n s and 

reservations here inaf ter provided, mske, eiecute and de l ive r to second par ty , an assignment 

covering a l l t he i r r i g h t , t i t l e and Interes t l n , to ar.d under the above-mentioned Alva Hye 

Stz permit and d r i l l i n g and operating agreement, dated jenuory 21 , 1927, In so f e r as the sane 

cover the fo l l owing described land s i tua ted in LSB County, Hew SSeilco, t o - i l t : 

• - i end SUi Sec. 11; ..Si and - S i Sec. 12; IfEi and l l j SEi Sec, 14; ;:Ei and 
I i i SEi Sec. 13, and NVIi Sec. 25, T. 21 3 . . H. 32 i . . N . V . 9 . K . . containing 
1120 acres, more or less;~ 

and w i l l , subject to the conditions and reservations here inaf te r provided, make, execute, 

and d e l i v e r to second par ty , en assignment covering a l l t he i r r i g h t , t i t l e and i n t e r e s t l n , 

to and under the above-mentioned Lonlco . H l n « permit and Peter L. Hepkock (osslgnee of tbs 

said ton lco JimlnezJ d r l l l l i . g and operating agreement, deted rebruery 2, 1927, l n so f a r es the 

aarae cover the f o l l o n l n g described land si tuated ln Lea County, Hew v e i l co . to-r : l t : 

7 and 8 Ibeli.g the NS 160 acres Sec. 6| T. 21; Ni imend^SEi Sec.10; 
1; -Si Sec. 12; Ni SEi Sec. 16; lizi and lh s^i S.c. 21; Ni SVii m 

Lots 1, 2, 
i i i Sec. 11; ... --, . . . ... _.. . . ,. „ 
and S3{ S-7i Sec. 22, T. 20 S. , s l l ln H. 33 i . . H.M.P.M., containing 1160 
acres, more or less; 

and w i l l , subject to the conditions and reservations hereinafter provided, make, execute, end 

deliver to second perty, an assignment covering a l l t h e i r r i g h t , t i t l e and int e r e s t l n , to and 

under the above mentioned Kerry I'.. B r i t t permit end d . l l l i r . g and operating agreement .dated 

February 23, 1927, ln so far as the sa^a cover the f o l l o w i n g described land situated i n L I B 

County, New Mexico, to-wlt: 

Si S*i Sec. 6; SEi S'.'i Sec. 5; NE^ and S*i Sec. 18, T. 20 S., 11. 37 z . , 
N.'.;.P.~. , containing 440 ocres.aore or less; 

and w i l l , subject to the conditions md reserveticns hereinafter provided, make, execute and 

deliver to second party an assignment covering an undivided one half of t h e i r r i g h t , t i t l e end 

inte r e s t l n , to and undir the above-mentioned Harry B r i t t permit and d r i l l i n g and operating 

agreement of February 23, 1327, ln so lar as the same cover the following described land 

situated in Lea County, New Mexico, l:o-wlt: 

a j ;,.V and • j ; Sec. 7, 1'. 20 S., a. 37 z. , N.l..?.;«., containing 320 acres, 
.tore or less; 

said osslgn^ents to be without covenants of general warranty; but f i r s t parties s h a l l covenant 

therein that they w i l l warrantend defend the t i t l e to the i n t e r e s t thereby assigned against 

the :1a 1=3 of any and a l l persons Tihomsoever c l a l . Ing, by, through or under them, but not 

otherwise; and, that they have good r i g h t and authority to thus transfer snd assign t h e i r said 

i n t e r e s t , i t i s understood that seld assignments s h a l l be subject to the r o y a l t i e s reserved 

or payable to the above named "O'.NERS", respectively, ln the three d r i l l i n g and operating 

egreements above mentioned, as vieil as any snd a l l r o y a l t i e s that may be reserved to the 

United Jtatea Government in any end a l l o i l and gas leeses thet may be issued by i t under or 

ln pursuance of, the three permits above described, in so far as such leases cover and ef f e c t 

the land to be described in said assignments. 

(b J I t i s further agreed by snd between the pert l e s hereto t h a t , beginning with the 

date of t h i s contract and from thenceforth a l l gross production taxes ohargeable egeinst the 

o i l and gas produced from the land to be covered by end described ln the above-mentioned 

assignments, except as to tha east 1/2 a:" the west 1/2 and ivest 1/2 of the eest 1/2, section 

7, above deacribed, and a l l taxes assessed against any o i l and gas lease thet may hereafter 

be executed covering said land, together with a l l leesenold eo/jlpment thereon situated, s h e l l 

be assumed and paid by second party; and that from henceforth a l l gross production texes 

»tt«rg.«tm • g t l n l l tba o i l and gaa t h a t may Ba prodUOod from. the JQld ea,at 1/5 of ttlO HOSt i / t 

snd I t s ' . 1/2 Of the east 1/2 of Section 7, and a l l taxes assessed against any o i l and gas 

leaa* that w y aa n i i u i i d a a f i f i n g aaia l a a i deaerioed 3£o acres of lend, together with a l l 
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f i r s t partLes sha l l pay one h a l f of such i.ox and second party one ha l f thereof . 

lo ) F i r s t par t ies shal l De under no ob l iga t ion to del iver the assignments hereinabove 

provided f o r , u n t i l and unless a l l claims, chsrges. Hens , end encumbronces of every cheraater 

that may have been incurred on ssid premises hy second perty during the d r i l l i n g o f said ve i l s 

sha l l have been paid, s a t i s f i e d end discharged, and l f , a f t e r the completion of said " e l l s , 

second party shall allow or permit soy l i e n s to be f i x e d against said premises, f i r s t par t ies 

snai l have the r i g h t , without being obl igated to do so, to pay any and a l l such Hen charges 

thereon snd be subrogsted to the r l . h t s of the holders thereof . 

AHTICLF, V l l . 

Right to Furchaae C j l and Cas- i t i s understood and agreed, end the aaslgnmenta above | 

mentioned to be exeeuted as hereinabove provided s h a l l so provide, that f i r s t par t ies sha l l 

have the r i g h t , but sha l l not be subject to the o b l i ' S t l o n , to purchose f o r t h e i r own account 

a l l the o i l and / o r gas produced from said land under the provisions of t h i s contract at not 

less then uhe averege o r e v a l l l n g market i-rlce in said f l e i 1. Cach party hereto she l l be en- Corporere 
Seal 

t i t l e d to receive d i r e c t l y payment f o r i t s or his respective share o f the proceeds of the sale 

of o i l end /or gas produced, seved end sold from said premises and on a l l such purcbaaes or 

sales Joint d i v i s i o n orders or contracts of sale sha l l be executed by a l l the par t ies hereto. 

F i r s t par t ies ' option to purchsse the o i l and gas as herein provided s h s l l terminate at the 

request of xa« second par ty , should he s e l l or t r ans fe r a l l or any por t ion of the in te res t or 

estate which he sha l l acquire by and under the above-nentloned assignments. 

.iflTICLZ V I I 1 . 

Purchase of Conoco Products- i t Is agreed by and between the r a r t l e s hereto thst es a 

part of the cons i i e r e t lon f o r the execution of t h i s egreement, second f o r t y s h s l l purchase 

from Contlnentel 1.1I Company, l f a v a l l c b l e , e l l l u b r i c a t i n g o i l s anl greases used and c nsumed, 

e i ther d i r e c t l y or i n d i r e c t l y in second pa r ty ' s op ra t ions hereunder. 

..ancL-i i:c. 
Code Compliance- Second party agrees that a l l persons employed by him to r.ork l n or about 

tha performance of th i s contract sha l l receive not less than the rates of cay designated f o r ' 1 

the respective class of work of such employes by the Code of . a i r comretlon f o r the petroleum 

Industry signed by the Fresldent of the I n l t e d states on «ugust 19, 1933, end amendments 

thereto, and that such employes s h a l l not vcrk i n excess of the schedule of hours f i x e d by 

said code snd amendments f o r the respective class of work performed by them. 

„ H T I C L ; x. 

Unit r l a n - Second party agrees to conform to and abide by the provisions of subdivisions 

l a ) , , c | , l d ] , l e ) , I f ) ani tg) of the .Crir CF 3TIPVLATI.NS TO 32 IXECl'TEO 3Y .iPFLICAirT Aim/ 

OR FSElilT HOLOiH VHDZR PARAGRAPH 1 OF DFPASH.ZNTAL CROSS OF AFHIL 4, 1932, which sold fcrm 

has heretofore been executed by the above ns'ced permittees or the i r attorney l n f e e t , j . C. Corporate 
Seal 

Frazier , 

A.'.TICLF. X I . 

J o i n t l y owned r rope r ty - i t I s understood and agreed that the test v ie l l to be d r i l l e d on 

either the eaat 1/2 of tha neat 1/2 or the west 1/2 of the east 1/2 of Section 7, above 

mentioned, when completed, together wi th a l l the r i g h t , t i t l e and in te res t nor: owned by f i r s t 

par t ies in and to the above-mentioned Sarry S r l t t permit and d r i l l i n g and operating agree­

ment, or any lease that may hereafter be executed thereon by the united otatas 'Jovernment under 

• ad ay v i r tue «r ina aaid norry o r l t t permit or any extension thereof , I n so f a r es the 

sane cover an: a f f ec t said ..20 acres of land , sha l l be ozned Jo in t ly by the par t ies hereto; 

that i s , 

I 
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1/B; 

Corporate 
3eal 

Corporate 
Seal 

I t being understood ln this connection that should seld test wall be completed as a purducer 

tbe same shall be completed Into the tanks, free of a l l oost to f i r s t parties, except that 

sftar sueh completion f i r s t parties w i l l reimburse second party for one half the cost of a l l 

material, Including tsnks used ln connecting said well from the well head into the) tanks. 

ARTICLE m . 

as s igna t ion of Operator- I n the event the t e s t w e l l on tbe land described l n A r t i c l e / . l 

above be completed as product ive o f o i l end/or ges l n paying q u a n t i t i e s , seoond p a r t y I s 

hereby designated and appointed as tha "OPEPATCR," and f i r s t p a r t i e s are hereby des ignated as 

"NON-0?iBATC,<," o f saiu j o t n t j l ^ j s n e d p roper ty as descr ibed l n s : l d A r t i c l e i l , and seoond 

party s h a l l from, thencefor t h / T u l l aod complete charge and e o n t r c l of a l l f u t u r e d r i l l i n g and 

producing operat ions on sa id 320 acres , s u b j e c t , however, to tbe teraa and p rov l s iona o f t h i s 

cont rac t as here in conta ined . 

AHTICL^. EEI I . 

Jivlslon of .rouuction- lhe production of o i l and gas from the above described 320 acres 

of land last above described, after the payment of a l l royalties due and payable under the 

terms of the above-mentioned d r i l l i n g and operating agreement executed by andbetween the said 

Harry _. o r i t t and -.arland c | l uompeny of Colorado, on tbe 23rd day of February, 1927, and a l l 

royalties due and payable to the United States Government under the provisions of any OIL aad 

gas lease that aay hereafter be executed by i t pursuant to the provisions of said farr7 It. 

B r i t t permit or any extension or extensions thereof, or ln pursuance of the provisions of 

Seetion 13 of the Act of Congress, Approved February 25, 1920 (41 Stat. 437), or any amendments 

thereto, shall be cnned by the parties hereto ln the following propor-lons, to-wit: 

H. H. Henderson 
Continental CII Company 
The California Company 

1/2 
3/9 
1/B. 

Al l cost and expense of future development and operations for o i l and gas on said 320 

acres shall be borr.e and paid by the parties hereto in the following proportions, to-wlt: 

H. H. Henderson 
Continental 0^1 Company 
Ihe California Companh 

1/2 
3/8 
1/8. 

ARTICLE XIV. 

Additional Crilling-0 cerator agrees to use his best s k i l l snd Judgment at any and a l l 

times during toe cperation of said 320 acres last above described for o i l and gas mining 

purposes, end that, in the event i t becomes necessary to d r i l l any additional well or *ella 

on said 320-acre tract, conferences shall be held between the parties hereto for the purpose 

of discussing the advi3eUlity of an.1 determining such d r i l l i n g , the location and number of 

rel l s to be . r i l l e d , the time of commencement of d r i l l i n g and the necessary equipment to ba 

used, including the spacing, design and equipment of such nells, engineering and operating 

methods and detailed estimates of cost. Operator also agrees to keep aaid premises, at a l l 

times, free and claar from a l l labor, material or other liens and encumbrances. 

A3TICLE XV. 

Expenditures- I t is further understood and agreed that no well oswella shall be d r i l l e d 

or expenditures incurred by operator on the Joint property in excess or £2,000 without the 

written consent of other perty f i r s t bavin.- been obtained,and on a l l expenditures t o t a l i n g 

v400 or more operator w i l l furnish f i r s t parties with copies of authorizations therefor; 

further provided, howaver, that i f one of tha parties hereto desires to d r i l l a a a l l on tlo 

said premises and the other party does not give i t s written consent to same, then and l n that 

event the party desiring sueh well to be d r i l l e d may advance to the operator a l l moneys 

. oecassaxy to d r i l l and complete, the well,. Tie- opara t o r - w i l l tnaixaupon. drill-or-c»u»« to- b»— • 



d r i l l e d , the.desired well et tne location specified by perty advanalr.^rands for saae. I f the 

well ao dr i l l e d Is a dry hole the party advancing funds for fame absorbs the entire loss and 

no part of same can be charged to the other party to this agreement. I f the well is productive,, 

tha party advancing funds for d r i l l i n g of tlie well Is entitled to and shall receive a l l ravenua 

froa tha sala of o i l and/or gas produced by the e l l u n t i l such t l - e as I t has been reimbursed 

for i t s entire cost of d r i l l i n g , equipping and operating said - e l l , Flus Interest on such 

cost at rate of 6-i per anr.u.v.. men the production from saia - e l l has repaid party advancing 

cost of sane, as sbova provided, tha .-.all shall than become the property of the Joint account 

and a l l expenses of operating same and revenue from sale of o i l end/or gas produced shall be 

handled ln the 3ame manner as expenses and revenue on other sells on the Joint lease. 

Notwithstanding anything to the contrary, no part of the above shall be construed as 

relieving any party hereto from I t s or his obligation to participate ln the cost of d r i l l i n g corporate 

any necessary offset sells -is required by law. Seal 

..KTICLE XVI. 

access to Proper ty and necords- j.ach par ty hereto s h e l l have access to said Joi . - . t ly 

owned p rore r ty .nd to any and a l l i n f o r m a t i o n p e r t a i n i n g to w e l l s d r i l l e d , p roduc t ion secured, 

o i l and/or ges marketed t he r e f rom and s h a l l be pe rmi t t ed to inspec t and observe operat ions 

of every kind and character upon s a l - j o i . - . t l y owned proper ty an- s h a l l nave access to the boolis , 

records and vouchers r e l a t i n g to the opera t ion the reo f a t a l l reasonable t imes . 

1BTICL- 1711 

D r i l l i n g ,-ieports- Operator s . a l l f u r n i s h non-operator d a i l y d r i l l i n g r epor t s and t rue 

and complete copies of logs on a l l - a l l s d r i l l e d on the Joint p r o p e r t y . A l l subsequent changes 

l n logs of any r . e l l on the j o i n t p rope r ty , suoh as ceepening, p lugg ing back, change i n casing 

pa t t e rn , e t c . , s h a l l be reproted to non-opera tc r . Samples of any sands encountered l n d r i l l i n g 

of any . e l l on the Joint p roper ty s h a l l also be f u r n i s h e d to non-operator i f w r i t t e n recuest 

is made f o r same. 

ABTICL-rr rTT • 

General HSco:ts- Cperator agrees to prepore 3nd f u r n i s h to the State and r e i e r a l 

Governments, through -.heir proper arer.oi = s or derart .-en' .s , 53 e l l as to such other persons, 

e n t i t l e d to same, any and a i l r epo r t s , ststetr.ents i n d In fo rma t ion they may request or be e n t i t l e d 

to rece ive . 

ARTICLE XIX. 

Rentals- i t i s understood end agreed that the operator s h a l l pay e l l lease r e n t a l s 

maturing and payable under the terms of any o i l and gas lease that cay h e r e a f t e r be executed 

by the Government pursuant to the terms of sa id Harry 3 n t t permit on said J o i n t l y ovoed 

p r o - e r t y . Such r e n t a l pa* cents are to be made by the operator and they w i l l be charged to the 

j o i n t account and non-operator s h a l l reimburse opera tor f o r i t s p ropor t iona te par t o f a l l such, 

r e n t a l payments. s S J f 0 " " 

ARTICLE XX. 

rayoent of 3111s- Second p a r t y , as opera tor o f the J o i n t p r o r e r t y hereinabove r e f e r r e d 

t o , s n a i l advance and pay a l l costs and expenses necessary f o r the proper development and 

operat ion of the Jo in t p r o - e r t y l n accordance * i t h tha t u r n o f t h i s c o n t r a c t , and s h a l l b i l l 

non-operator f o r such costs snd expenses i n accordance w i t h I t s I n t e r e s t i n t t is Jo in t p r o - e r t y . 

ARTICLE X X I . 

Accounting - Unless otherwise mutually agreed upon, and except as herein otherwise 

provided,eharges and credits for material, supplies, and operating expenses, furnished or ex­

pended ln connection with the development and operation of the Joint property, shall be ln 

accordance with the schedule thereof hereto attached and marked Exhibit "1" and made a cart 



Corporate 

Seal 

' -orporate 
Seel 

Operator agrees to f u r n i s h non-operator w i t h i temized statements of a l l expendi tures , 

r e c e i p t s , charges snd c r e d i t s cover ing each month's business end tha t sueh statements cover ing 

the preceding month ' s business s h a l l be mailed by operator to non-operator on or be fo re 30 

days t h e r e a f t e r ; and w i t h i n 15 days t h e r e a f t e r non-operator s h a l l pay opera tor , s u b j e c t to 

f u r t h e r aud i t and adjus tment , I f necessary, at l . l d l a n d , Texas, i t s p ropor t iona te pa r t of a l l 

sums expended f o r and i n the development and opera t ion o f sa id J o i n t l y owned p rope r ty and 

upon f a i l u r e of non-operator to pay operator ' i l t h l n lo days, as a f o r e s a i d , tha sa id sua or sum: 

s.-.all -ear i n t e r e s t a t the r a t e o f s i x 16;4) per cent per annum u n t i l so p a i d . 

i n order to secure ope.ator i n the opera t ion and/or development of said premises and each 

of them f o r o i l and gas mining purposes, f o r a l l sums proper ly due from non-opera t ing p a r t y , 

i n c u r r e d by operator i n the ope ra t ion o f said j o i n t l y owned p r o p e r t y , operator s h a l l a t any 

and a l l times d u r i n g the continuance o f t h l 3 con t rac t have a f i r s t and p r i o r l i e n upon a l l 

r i g h t , t i t l e and I n t e r e s t or estate of non-opera t ing ; a r t y l n said J o i n t l y owned p rope r ty 

covered by t h i s c o n t r a c t , i n c l u d i n g a l l equipment thereon and a l l o i l , gaa and casinghead gaa 

produced or to be produced and saved the re f rom, o^ned by or accru ing to the c r e d i t of non-

opera t ing pa r ty to the f u l l extent of seld sum paid oy operator f o r non-opera t ing p a r t y ' s 

account . i n the opera t ion of said premises covered by t h i s con t rac t f o r o i l and gas mining 

-urpo ses. 

AP.TICLZ A A l l . 

Purchase . p t l o n - i t is m r t - . s r understood ind agreed by ,nd between the p a r t i e s hereto 

tha t l f at eny time e i t h e r par ty desi res to s e l l i t s or h is I n t e r s s t , or any pa r t t h e r e o f , i n 

the above described j o i n t l y owned p r o p e r t y , and f i n d s a purchaser or -urchasers ready, sb le 

av.d / . i l l l n g to purchase the ;ame at a bona f i d e p r i c e , the o thar pa r ty s h a l l have an o p t i c a 

f o r a pe r iod of ten day3 a f t e r w r i t t e n no t i ce of such o f f e r to purchjse at such p r i c e tha 

i n t e r e s t of the par ty so d e s i r i n g to s e l l . I f the op t ion i s not exercised . . l t h l n such p e r i o d , 

t:;en the ce r ty so d e s i r i n g to s e l l may dispose of i t s or h i s i n t e r e s t or i n t e r e s t s to such 

-urchaser or purchasers; p rov ided , however, the t should any o f the pa r t i e s hereto mer^e or 

beooce c -nso i ida t ed s l t h any co rpo ra t i on or c o r p o r a t i o n s , such change s h a l l no t be considered 

a sale w i t h i n th= meaning of the p r o v i s i o n s of t h i s a r t i c l e . 

ABTIJLS A X U I . 

Governmental r e g u l a t i o n - Uoth lnr h e r e i n contained s h a l l be construed as being i n any 

manner i n deroga t ion of the terms, cond i t i ons an! p rov i s ions or tba Act o f Congress under and 

by v i r t u e o f which 3Sld ebove-mentl.ned permi ts r.era issued, or o f any r e g u l a t i o n s o.' tha 

Department of the I n t e r i o r of the Uni ted i t a t a s l a w f u l l y promulgated thereunder; but on tba 

c o n t r a r y , t h i s agreement s h a l l , i n a l l p a r t i c u l a r s , be deemed amenable to r e f o r m a t i o n to 

e l i m i n a t e or modify any p o r t i . n s thereof round to ba i n con t raven t ion o f the p r o v i s i o n s o f 

said act or such regula-.1;ns, and s h a l l reman and be i n f u l l f o r c e and e f f e c t as to a l l p r o ­

v i s i o n s not so e l imina ted or m o d i f i e d . 

1HTISLS a c i v . 

l ion-Par tne r sh ip - I t i s f u r t h e r express ly understood and agreed by and between the p a r t i e s 

hereto t ha t t h i s con t rac t s h a l l never be construed as c o n s t i t u t i n g a pa r tne r sh ip between 

the p a r t i e s hereto and that tha l i a b i l i t y ac tt\« p « r « t a « ta i t a i t . a tna p rov i s ions Of '.D.1S 

contract. 
ABTICLS XXV. 

N o t i c e s - A l l no t i ces requi red to be given or served by e i t h e r of tha p a r t i e s hereto 

upon tha o ther a h a l l Ba i n w r i t i n g and s h a l l be served In the f o l l o w i n g manner. 

By f i r s t p a r t i e s upon second pa r ty by d e p o s i t i n g such no t i ce i n to) r eg i s t e r ed U n i t e d 



.States n a i l , -ostage p repa id , S^add reaed to fl. H. HENDERSON, P. . 3V—^516, Uld lsnd , . , x a a , 

or by d e l i v e r y of such n o t i c e by meassenger or by telegram et the seme eddress. 

ay saaond par ty upon f i r s t p a r t i e s by d e p o s i t i n g one copy of such n o t i c e tn the r e g i s t e r e d 

United States m a l l , postage p repa id , and addressed to CONTINENTAL OIL Z O i y u n , P.O. 3ox 2200, 

For t J o r t h , Texas, or by the d e l i v e r y o f such n o t i c e by messenger or by telegram at l d l 5 .-air 

B u i l d i n g , .-ort . . o r th , Texas, and by d e p o s i t i n g one copy of such n o t i c e i n the r eg i s t e r ed Uni ted 

States m a l l , postage p repa id , and addressed to THE CALIFORNIA COLTArrY. Tower i etroleum 3 u l l d l n g , 

Oal las , Texas, or by the a e l i v e r y o f such no t ice by messenger ar by te legram a t the 17th f l o o r , 

Toner . 'etroleum s u l l d i n g , _ ,a l las , Texss. j ° [ J ° r , t 

ARTICLE XXVI. 

Ju ra t i on - This agreement and each and a l l o f the terms, cond i t i ons and previs ions t h e r e o f , 

l n so r s r as the same a f f e c t or p e r t a i n to the J o i n t l y owned proper ty described l n A r t i c l e XI 

hereof , s h a l l be and re .a in i n f u l l f o r ce and e f f e c t so long as o i l , gas or casinghead gaa la 

or carybe produced l n paying q u a n t i t i e s t he re f rom. 

AP.TICLE X X 7 I I . 

This agreement s h a l l extend t o , and be b i n d i n g upon the h e i r s , successors and assigns of 

the par t ies hereto; p rov ided , however, second p a r t y s h a l l have no r i g h t to assign his r i g h t s 

or i n t e r e s t s under the terms o f t h i s cont rac t p r i o r to the completion of the w e l l s hereinabove 

provided f o r , w i thou t f i r s t having obtained the w r i t t e n consent of f i r s t p a r t i e s to do so, 

IN .VIINESS .'.HEREOF, the p a r t i e s hereto have executed t h i s c o n t r a c t , i n t r i p l i c a t e , t h i s 13 th 

day o f February, 1938. s e a T " * * 

CONTINENTAL CIL ZOV? UTi : DB. 
Approved as 

i T 1 , E. ::3ggard, to form. 
I t s attorney ln Fact. "R. 

Attorney. 

THE CALIF r.NIA ;C!.:. ANY 

Los t , . . ss ls tant Sec re te ry . By ~. Stoner , xxaaKxxwxxsaxXxx 
I t s v i c e - ; r e s i d e n t . 

. - l r s t p a r t i e s . 

H. H. Henderson, Second p a r t y . 

C o r p o r a t e seal) 

STATE OF Gr£L.-,.-.C;.A j 
COUNTY C? :.„Y I 

• n t.,13 i t h ay of :.:arca, 1S35, before ; e , a Notary Public w i t h i n and f o r the County end 

i t a t e , a fo resa id , p e r s o n a l l y appeared Na^gard, to me pe r sona l ly known, who, being by 

me duly sworn did say tha t he I s the a t torney l n Fact , o f Con t inen ta l O i l Company and that the 

seal a f f i x e d to said ins t rument i s the corporate seal of sa id co rpo ra t i on and tha t said 

instrument was signed snd seeled i n b e n e l f of sa id co rpo ra t i on by a u t h o r i t y of i t s Board o f 

D i r e c t o r s , and 33id . . . . . Haggard acknowledged sa id ins t rument to be h l a f r e e and vo lun ta ry 

act -nd deed a..d the f r e e and vo lun ta ry act and deed of said co rpora t ion f o r the uses s p e c i f i e d 

t h e r e l n . 

VITNESS ay hand and : e a l t h i s 9 th day of L a r c h , 1935. 

. -"-ooten, , o t a ry P u b l i c , Nay 
County, Oklahoma. 

V.y Commission expires 

Oct. 13, 1937. 

( N o t a r i a l sea l ) 

) STATU. 0? CALIFORNIA 
CITY AND COUNTY OF aAN (' 
FSAKCISCO. J 

On t h i s 22nd day o f . . a rch , 1935, before me, a Notary Pub l i c w i t h i n and f o r tlie county and 

Sta te , a f o r e s a i d , pe r sona l ly appeared a. J. STONER, to ma persona l ly known, who, ba in* by ma 

duly sworn d id say that he l a t h e Vice-Pres ident o f ihe C a l i f o r n i a company, and tha t tra sea l 



U x x n w i 3 ^ r x « % r f . M X X x t f x w » I * * « i T ^ r ^ * M and t n a : sala instrument *aa signed and seeled, l n 

beha l f o f aaid co rpora t ion by a u t h o r i t y of i t a Board o f d i r e c t o r s , and said H. c. Stoner, 

acknowledged sa id instrument to ba h i s f r e e and v o l u n t a r y sot and deed end the f r e e and 

v o l u n t a r y act and deed of said co rpora t ion f o r the uses s p e c i f i e d t h e r e i n . 

.ITCZSS my hand and seal t h i s 22 n d day o f - a r c h , 1933. 

.-rank L . <^wen, no ta ry i < u b l l o 
l n & f o r the e l t y ± county, of 

yy Commission expires nov. 22, 1*37. ->an Francisco, o t a t e of C a l l f o r a t i 

U ' .o ta r ia l seal] 

STATF. OF T5X1S , 1 
COL"NTY L F TARBAOT I 

1 , Cra ihomas, a Notary Publ ic l n and f o r said County l n the o t a t e a f o r e s a i d , do hereby 

c e r t i f y t h a t B. a. iienderaxtn, pe rsona l ly known, to me to be the person whose name i s subsoribec 

to the annexed i n s t r u - e n t , appeared before me t h i s dsy l n person and acknowledged that he 

s igned, sealed and de l ive red the said instrument of w r i t i n g as h i s f r e e and v o l u n t a r y ea t , 

f o r the uses and purposes t h e r e i n set f o r t h . 

OI7ZN under my hand and sesl t h i s 13th day of r e b r u a r y , 1935. 

Ora ihomaa, Notary p u b l l o , 
l a r r a n t county, i e x a s . 

Ly c o r a i s s i o n e x p i r e s : 

June 1 , 1*35. 

i N o t a r l a l s e a l j 

-XHiBIT "A-

ACC^JNTING PH0C20UR3 

(Uni t and J o i n t Lease schedule; 

1. JEVcLCP~ZNT ..NO .?i?.A1IN'0 CHA3GZ3: 

Sub jec t to the l i m i t a t i o n s h e r e i n a f t e r prescr ibed under a r t i c l e n "3asi3 of Charges to 

Jo in t . . cccu . i t , " . p e r a t o r s h a l i charge tbe Joint lease account w i t h the f o l l o w i n g l terasi 

11) . l o y a l t i e s , Ttr.en not to -e paid d i r e c t to ro'je I t y o-ners by purchasers of the o i l , 

gas, caslr..aead gas or other products of the l « a s e . 

12) Labor , t r a n s p o r t a t i o n and o ther n*x±ujin se rv ices necessary f o r the development, 

maintenance ar.d opera t ion of the p rope r ty . 

i31 - a t e r l a l s , equipment and suppl ies purchased, and / o r f u r n i s h e d by Operator f rom his 

warehouse stock3 or f rom his other leases , f o r use on the J o i n t lease . 

i - l j l o v i n g m a t e r i a l to the j o i n t laase f rom .endor 's o r f rom Cpersa tor ' s warehouse i n 

the d i s t r i c t or f rom other leases of opera to r , but ln e i t h e r of the l a s t events the distance 

charged to the J o i n t lease s h a l l not exceed the dis tance f rom the nearest r e l i a b l e supply 

s tore or r a i l . . a y r e c e i v i n g p o i n t . 

(b) - o v i n g surplus m a t e r i a l from the Jo in t lease to o u t s i d e Vendees, l f so ld f . o. a. 

d e s t i n a t i o n , or minor re turns to Opera tor '3 warehouse, but no charge s h a l l be lade aga ins t 

the Jo in t lease account f o r moving major surplus m a t e . l a l to Opera to r ' s warehouse, exceeding 

the cost o f moving such c a t e r l a l to the nearest r e l i a b l e supply s tore or r a i l w a y r e c e i v i n g 

p o i n t , or f o r moving ma te r i a l to o ther leases belonging to the Opera tor , except by s p e e l e l 

agreement w i t h Honoperator. 

(0) Use o f and service by Opera to r ' s e x c l u s i v e l y owned t x t equipment and f a c i l i t i e s a t z i x 

rates nor exceeding those p r e v a i l i n g i n the d i s t r i c t where the Jo in t lease i s l o c a t e d , unless 

d e f i n i t e l y Sta ted under Sect ion i l , " Beals of Charges to J o i n t Account . " Before permanent 

or extensive oharges f o r use of Opera tor ' s f a c i l i t i e s are i n s t i t u t e d , i t s h a l l f i r s t be d e t e r ­

mined by mutual agreement, whether or not i t would be i e s i r a b l a and eoononlca l f o r suoh 

f a c i l i t i e s to be owned by the Jo in t account. 



causes. Wr i t t en n o t i c e o f such los3 or damage i s to be fu rn i shed Nonoperator u soon as 

p r a c t i c a l a r t e r r epor t o f seme has been received by Operator . 

18 a) Expenses o f l i t i g a t i o n , I n c l u d i n g ou t s ide a t t o r n e y ' s fees and expenses, judgments, 

c la ims , a t e . , I n v o l v i n g the leese or i nc iden t to i t s development and o p e r a t i o n , Actua l 

expenses incurred by Operator 's or Nonoperator '3 s t a f f in secur ing evidence, e t c . , s h a l l be 

a proper charge against the lease. 

(3b) Should any case, by p r i o r agreement, be handled by Ope ra to r ' s or Nonoperator*3 

l e g e l s t a f f , thereby e l i m i n a t i n g the r e t a i n i n g of ou ts ide counsel , a charge eommensurste w i t h 

the services rendered and ac tua l time consumed nay be made against the Jo in t lease account. 

No charges of t h i s nature w i l l be rendered, hovever, u n t i l the proper emount has been de te r - ^ g a i 1 * * * 

mined by mutuel agreement. Should both Operator and Nonoperator be represented l n any 

l i t i g a t i o n by eech f u r n i s h i n g i t s own counsel , no charges w i l l be made to the Joint acaount 

by e i t h e r p a r t y . 

(9) Ad Valorem taxes , gross produot ion and o t t e r p roper ty taxes . Receipts or income 

taxes s h s l l be rendered snd paid d i r e c t by Operator snd ..onoperator cover ing t h e i r respec t ive 

i n t e r e s t s and aha l l not be reported and paid aa a Jo in t lease charge, except where requi red 

by law or by the terms of the con t r ac t to which t h i s E x h i b i t i s e t t ached . 

..0 charge s h a l l be mede to Joint account f o r Cpere tor ' s accruals o f any form of taxes, 

except by specia l agreement. 

(10) Premiums f o r insurance requi red to be c a r r i e d f o r the j o i n t account by the con t rac t 

to which t h l a E x h i b i t i s a t tached: u ) Turkmen's cc~.pensation, p u b l i c l i a b i l i t y , employer 's 

l i a b i l i t y insurance, t oge the r . i l t h a l l expendi tures incu r red and - a i d i n se t t lement of 

o la ims, judgments, e t c . , not recovered from insurance c a r r i e r . 

(b) Public l i a b i l i t y and proper ty damage Insurance on automotive equipment osned by and 

operated f o r the j o i n t l ease , ss - e l l as any other expenditures i n c u r r e d and paid l n s e t t l e -

cent of c la ims, Judgments, e t c . , not recovered f rom the insurance c a r r i e r to f u l l y discharge 

a l l l i a b i l i t y of Operator ensuing from sn accident o c c u r r i n g on or i n connectlcr. .vith work 

dene by such j o i n t l y o-ned automotive equipment f o r the b e n e f i t of the Jo in t l e o s « . 

I l l ) A p r o p o r t i o n a t e share of the sa lary and expense o f Opera to r ' s D i s t r i c t Super intendent 

and other general d i s t r i c t employes bel-w the grade of d i s t r i c t Super intendent , a c t i v e l y 

serving on the Jo in t l ease , whose ti.ne i s not a l l o c a t e d d i r e c t l y to the lease and t h e r e f o r e 

may be ap-ort loned on an equ i t ab le basis over a l i leases served. Charge fox services and ex­

penses of d i s t r i c t g e o l o g i s t s , engineers and other t e c h n i c a l employes whose services are not 

covered by the a d m i n i s t r a t i v e Overhead Charge, s h a l l be made only f o r such employes pe r fo rming 

work f o r the mutual b e n e f i t of Operator and Nonoperator. Corporate 
Seal 

(12) A proportionate share of maintaining and operating a Di s t r i c t Office In conducting 

the management of operations on the Joint lease and other leases owrad by operator in the same 

d i s t r i c t , suoh expense to be apportioned on an equitable basis over a l l leases served. The 

personnel of sued D i s t r i c t Office to Include only employes actually necessary for preparation 

of original reports affecting operations and shall not inolude clerks and employes engaged i n 

compiling general information for the benefit of the Operator or performing clerical duties 

suoh as are customarily done ln the division or General cfflee of CFeretor. warehouse clerks 

or other warehouse employes shall not ba considered as part or such D i s t r i c t office .-xpense. 

(13) Camp Expense: The expanse of providing and maintaining on or ln the v i c i n i t y of the 

Joint lease a l l necessary camps, housing f a c i l i t i e s for employes, and boerdlng employes l f 

necessary. When leases other then the Joint leases are served by these f a c i l i t i e s , then an 

equitable distribution of expense, including depreciation, or a f a i r monthly rental ln l i e u of 

the inweatment, maintenance and operating coat of buildings, etc., 



r,vlu.0n^aiiia^ aii 1UQI03 served. >.—1 

(14) Articles Nos. 11, 12 end 13 refer to an equitable method of proeatlng the expenses 

defined. This proration shall be on the actual pey r o l l labor basis to a l l leases and olaceJ 

laneous accounts to which pay r o l l labor l n the d i s t r i c t Is oherged , or on some other 

equitable method consistent with the operator's accounting practice, and agreeable to the 

nonoperator. 

(15) Handling Charges: To cover tha cost of handling material into and l n the werehouse 

a handling charge not ln excess of 5$ of the no* co3t of the material, nee or second hand, 

placed upon the leesc from uperetor'a warehouse, may be assessed against the j o i n t eccount. 

On tanks, derrloks, tubular goods (2" and over), b o i l e r s , engines, compressors, and pumps, 

the handling charges shall not exceed 2 1/3 > of the net cost. 

(16) Overhead charges, applicable to each individual lease, whioh shall be i n l i e u of 

any charges for any pert of the compensation or salaries paid to managing offl c e r a and 

employes o f the Operator, down to and Including the division•superintendent, geologists and 

teohnlcal engineers, and any portion of the o f f i c e expense of the p r i n c i p a l bualnesa o f f i c e o 

the Operator, as follows : 

(a) $100.00 iper month f o r eech d r i l l i n g w e l l , beginning on the data well i s spudded and 

terminating when I t Is oh production or plugged, as the ease may be, except that no charge 

shall be made during suspension of d r i l l i n g operations for f i f t e e n (15) or more conaecutlve 

daya. 

(b ) $25.00 per well per month for the f i r s t 10 produoing wells, 

(o) $15.00 per wall per month for the second 10 produoing wella. 

(d) $10.OO per well per month for a l l producing wells over 20. 

In connection with overhead charges, Input or key wella, salt water dlapoaal wells, gaa 

wells, permanent andtemporarlly shutdown wells shall be treated es follows: 

(1) input or Key wells shall be Included l n overhead schedule same as producing o i l wel 

(2) Salt water disposal wells shall not be Included In overhead schedule. 

(3) Producing gas wells shall not be Included In overhead schedule eama ea producing 

o i l wella. 

(4! TTells permaneatly shut down, but on which plugging operations are deferred, s h a l l 

be dropped from overhead schedule at tics shutdown i s e f f e c t i v e . »hen such wells are plugged 

overhead a h a l l be eharged at the producing well rate during time required for tba plugging 

operation. 

(5) Various wells are shut down temporarily and la t e r replaced on produotion. I f and 

when a well Is shut down for a period of 30 or more consecutive days I t shall be adjusted on 

the overhead schedule. 

The above speolflo overhead rates may be amended from time to time by agreement between 

Operator and Nonoperetor, l f i n practice they are found to be I n s u f f i c i e n t or excessive. 

(17) Any other items of cost and expense necessarily incurred by operator for the 

proper development, equipment, end operation of the Joint leases. 

I I BASIS:0F CHABGES TO JOINT ACCOUNT: 

(1) Outside Purchases: A l l materials and equipment purchased end a l l servloe procured 

from the outside sources w i l l be charged at t h e i r actual coat to uperator, af t e r deducting 

any and a l l trade and confidential and/or cash discounts actually allowed o f f lnvoleaa, or 

received by Operator. 

(2) New materlala furnished by Operator! Condition "A") Nee materials transferred to 

lease from Operator's warehouse or other leases shaLl be priced, f.o.b. the nearest supply 

store or railway receiving point, at replacement cost of the same kind of materials. Ttte w i l l 

inctade—targe—equipment-saeh-es tanks, - r l g s i pumps i- bollere-i—aa4—eoglnooi AH^-tubular good 



i Z " and over) w i l l be charged onv^e basis or mill-sblpincnt, or carlo'.._,prlce. Other rantenai|je, 

where tha replacement cost cannot be readily ascertained, may, Tor tha purpoaea of consUtenej 

and convenience, be oharged on the basis of a reputable Supply Company's Preferential L i s t 

Price, f. o. b. nearest aupply store on railway receiving point to the lease, prevailing on, 

the date of transfer of tbe materials to the lease. 

(3) Secondhand materials furnished by Operator (Condltlona "B" end " C l i 

(a) Tubular goods 12" and over), f i t t i n g s , registered machinery and other equipment 

which i s ln sound and serviceable aonditlon at date of transfer, w i l l be oleaaad as Condition 

"B" and eharged at 753C of the price of nee materials, l n accordance with the provisions of 

paragraph no. 2 above. 

(b ) Tanks, derricks and buildings or other equipment Involving ereotion oosts, w i l l , 

be charged on a basla not to exceed of knock-donn nee price for similar materials. 

ic) Other second hand materials, such as units of machinery cr otbar equipment that la 

serviceable, but substantially not good enough to be considered f l r s t - c l a s a secondhend t 

material when transferred to the lease, w i l l be classed as Condition "C" and charged at 50% ol 

new price. 

Id) There may also be caaes when some items of equipment, due to t h e i r unusual condition 

should be e r b i t r a r l l y priced at an appraised f i g u r e . 

le) I t ia egreed that l n determining the value of any secondhand equipment, a l l special 

and preferential discounts sh a l l be allowed but the regular Z;» cash discount w i l l not be 

considered. 

14) I n ao fer as Is reasonably p r a c t i c a l and consistent with e f f i c i e n t and economical 

operations, only such material w i l l be purchased for or transferred to the Joint lease es i s 

required for immediate use, and the aoeumulition of warehouse and /or lease stooks w i l l be 

avoided. 

15) Whenever p r e c t i c a l , Nonoperator shall ba given opportunity of furnishing material 

requirements, not available l n Operator's surplus stock ln the d i s t r i c t , provided that same 

can be furnished at time suoh material Is required and further provided that any sueh material 

ao furnished ahall be charged to the Joint lease account on same terms and conditions as are 

provided herein to cover the purchase and furnishing of materials by the Operators 

15) Warranty of Materials: Materials furnished to a j o i n t lease by either Operator or 

Nonoperetor are not warranted beyond or back of tbe dealer's or manufacturer!3 guaranty, and 

in case of defective materials, credit shall not be passed u n t i l adjustment ta 3 been received 

by perty furnishing materials, from the manufacturers or t h e i r agents. 

17) Operator's exclusively Owned j a c l l l t l e s : The following rates shell apply to servleei 

rendered to the Joint lease by f e c l l l t l e s owned exclusively by Operator! 

(a) Water service, gaa f u e l , teaming, power: furnished: a l l at rates eurrently prevelllnij; 

ln the f i e l d where the Joint lease i s located, "onoperator shall be n o t i f i e d ln advance of 

rates to be used by Operator. 

lb ) Automobiles: At per diem rates commensurate with cost of operation, but ln no 

event to exceed the following: Fords, Chevrolets, and cara of l i k e olaaa-S3.50 per day. 

Dodges, Bulcks, snd cars of l i k e olass-{5.00 per day. 

lo) When p r a c t i c a l , trucks, t r a c t o r s , and special units w i l l be assigned and charges to 

the Joint aocount w i l l be based on actual operating costs, plus depreciation. Charges for use 

of such equipment, when not esalgned, ahall be at rates commensurate with actual operating 

oosts, plus depreciation, but l n no event to exceed the following: 

Corporate 
Seal 

Truaks-1 ton or leas 
Trueks-1 1/2 tons 
Truoks- 2 tons 
Trucks- 2 1/2 tons 
Truoks- 3 tons and over 

S1.00 per hour 
1.50 per hour 
2.50 per hour 
3.00 per hour 
*•00 per hour 

orporate 
Seal 
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,._.-•"•>' *«»«• i j i . s u per nour 

Tractors- i c i ^ i y and others of comparable cost \ ^ 2.00 per hour 

Ca te rp i l l a r t r a c t o r s - f o r each one ton rated capacity or atated size of the uni t 

.oOc'per hour 
Tractors and p u l l i n g machine units 
Combination . Hod and Tubing Outfits 

2.00 per hour 
2.00 per hour 

(d) Automobile, truck and tractor charges shall be based on actual time untt is l n 

operation. Daily rates stated above for use of automobiles are l n l i e u of e l l expenses, 

inoludlng depreciatIon i and the hourly rates for trucks and tracttors are also l n l i e u of wage: 

and expenses of driver or operator, i n the event any truck or t r a c t o r unite ara charged at 

a drlverleas rata, the rate so charged shall be es shown above lesa 50* per hour. 

(e) TPP1 Rentals: 

(1) For a st r i n g of d r i l l i n g , cleaning out or swabbing tools, when the poeer for 

operation of same is not included i n the tools furnished, but i s a part of the fixed assets 

or the leaae-$20,00 per s t r i n g per day of 12 hours, or fraotion thereof. 

(2) for a s t r i n g of d r i l l i n g , cleaning out or seabblng tools, when the power, such 

aa steam engine and boiler, i a furnished with the tools $30.00 per etrlng per day or 12 hours 

or fraotion thereof. 

\3) For use of a d r i l l i n g machine and tools for d r i l l i n g , cleaning out , and 

swabbing $30.00 per unit per day of 12 hours, or fr a c t i o n thereof. 

The rates hereinabove quoted for the use of tools cover only the r e n t a l of the equipment 

defined. A l l labor employed l n the use of any of the above equipment shall be charged to the 
or 

lease/:- property on the regular f i e l d time sheet. Kepairs and replacements resulting dlrectlV 

from operation of such equipment on the lease, Including necessary supplies f o r operation, 

shall be charged d i r e c t l y to the lease or property, .lire l i n es and cordage are to bo con­

sidered as included ln the rental charge and w i l l not be charged to the Joint lease. 

' The Monoperatlng parties shall have the right at any time to request that the praotloe 

of renting tools for d r i l l i n g , cleaning out, and swabbing be discontinued and any such tools 

needed be purchased outright for the Joint account. 
rental 

I f ) Miscellaneous: ror a l l Items of machinery or equipment not l i s t e d herein a f a i r / 

charge shall be made for the use thereof, said rental charge to be l n an amount s u f f i c i e n t ti£ 

cover the depreciation of and damages to the equipment furnished. 

Ig) Hates charged for use of Operator's f a c i l i t i e s shall ba amended from time to time 

l f i n practice they ere found to be e i t r t r i n s u f f i c i e n t or excessive. 

I I I . DISPOSAL OF LEASE EQUIPMENT AND MATERIALS: 

(1) Materials purchased by Operator from the Joint lease shall be credited by him to 

the Joint lease account and included in the monthly statement of operations for the month i n 

which the materials are removed from the lease. 

(2) Materials purchased by Nonoperator from the Joint lease ahall be lnvoloed to him 

by Operator aDd paid f o r by Nonoperator to Operator lmmedletely following receipt of invoice and 

delivery of materials. The Operator w i l l thereupon Immediately pas* credit to the Joint lease 

account and include same i n the monthly statement of operations f o r the month tn which the 

materials were paid for by Nonoperator. 

(3) Division of materials In kind, l f made between Operator and Nonoperator, shall b i 

ln proportion to th e i r respective interests l n the Joint lease. Eaoh parjsy e l l l thereupon be 

charged i n d i v i d u a l l y with the value of the materials received or receivable by him, and . 

corresponding credits w i l l be mede to the Joint leeae account by Operator, and both •credita 

shall appear ln the same monthly operating statement. 

(4) I f the parties hereto agree that i t is advisable to dispose of surplus stocks, 

equipment and/or Junk which is not l n demand by either party, the sales value of same shall bb 



determined by Joint appraisal. L j from outside parties shall be ao., .tted and ln oase of 

high offer received being less than epprBlsed value, the materials may be sold, subjeot to ttu 

approval of the parties hereto. 

No seles of meterlal Involving values ln excess of J500 are to be made to outside partle: 

without the written epproval of Nonoperator as to both terms and price f i r s t having been obtained 

In case of losses through f a i l u r e to c o l l e c t , a f t e r such approval has been given, such losses 

shall be oharged to the r i j o l n t account. 

IV. BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT LEASE: 

Materials and equipment purchaaed by either Operator or Nonoperetor, divided i n kind 

between them, sold to outside parties, or transferred from lease to lease, unleaa otherwise 

agreed, shall be velued on the following basis of condition and price: ( Nee prloe as used l n 

the following paragraphs sha l l have the same meaning endepplloatlon as that used above l n 

numbered peragraph (2) under "Basis Of Charges f o r Llateriels Furnished by Operator.") 

(1) New Meterlala: (Condition "A") being new equipment or auppliea purchaaed or procured 

j for the lease but never used thereon; et 100$ of current new prloes. 

j (2) Good Secondhand Materials: (Condition "E") being good servieeable materials whioh 

! are further usable without repair, at: 

(a) 75?6 of current new prices, l f they were o r i g i n a l l y new materials when oharged to 

the Joint lease. 

(b) 75TG of current new prices, less depreciation consistent with t h e i r usage on and 

service to/the JoinJ lease, l f materials were o r i g i n a l l y charged to the ie ase as second-hand at 

75% of new prices. 

; (3) Other Used Materials : (Condition "C") being materials further usable f o r t h e i r 

1 o r i g i n a l function only a f t e r repairs and recondition; at 5C70 of current nee prices. 

(4) ' Bad Order Materials; (Condition "D") being materials not furhter usable for their 

o r i g i n a l function but f o r possible other service; et 25£ of current new price. 

I (5) Junk; (Condition "E") being obsolete and unserviceable materiala; at prevailing 

j Junk prices ln the d i s t r i c t . Where practicable, Junk should be disposed of at the leese. 

! 

; 16) Temporarily Uaed Materials: When the use of certain items of equipment on the 

; Joint lease was only temporary, and the time of actual use thereon does not j u s t i f y the 

deduction of depreciation as l i s t e d i n paragraphs (2) (a) and (b) above, auoh materials w i l l 

be priced on a basis that w i l l lease a net charge against tbe lease account consistent with 

the services rendered and adequate for the time the materials were in use. 

V. INVENTORIES: 

(1) Physical inventories covering such materials and equipment as are ordi n a r i l y 

considered controllable by Operators of o i l and ges properties, shall be taken Jointly by the| 

parties at Interest, when, l n the Judgment of either party, such Inventories are considered 

desirable. 

(2) Notice of intention to take inventory shall be given by operetor to Nonoperator 

week before eny inventory I s to begin, so that Nonoperator may be repreaented when any lnvento 

is being taken. 

(3) Speolal inventories shall be taken whenever there is eny sale or chenge of int e r e s t 
I 

' i n the Joint leese, and i t sha l l be the duty of the party s a i l i n g to n o t i f y that other party 

as quickly as possible a f t e r the transfer of interest takes place. In such oases both the s e l l e r 

and the purohasar shall be repreaented and shall be governed by the Joint inventory. 

(4) I f the i n i t i a l test on e Joint lease or leases is a dry hole and no further ? 

testa thereon are immediately contemplated, the Nonoperator may ask that a Joint Inventory be 

taken of a l l materials aa soon as the casing, etc., has been recovered from the well, and that 

Corporate 
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..... .w. w i d a a i i i o a ana cond i t ioned before a n ^ ^ f t e r l e l s are removed from the j o i n t 

lease by operator or otherwise disposed o f . 

(5) Fa i lu re of e i t h e r par ty to be represented at the phys ica l I nven to ry , a f t e r proper 

not ice has been g iven , by pa r ty d e s i r i n g suoh inven to ry a h a l l b ind him to accept the Inven to ry 

taken, and l n tha t event , copy thereof s h u l l be f u r n i s h e d to pa r ty not represented. 

IB) 3 s c o n c l l l a t l o n of Inven to ry w i t h charges to tte Jo in t lease account s h a l l be mada 

by each pa r ty at i n t e r e s t , and a l i s t of overages end shortages s h a l l be J o i n t l y determined by 

Operator and Konoperator. 

(7) Inventory adjustments s h a l l be made by Operator on the Joint lease account, f o r 

overages and shortages. Operator I s held accountable to Nonoperator f o r shortages not 

d e f i n i t e l y determined as being reasonacle opera t ing losses. 
(Corporate seal) 

STATE OF IZZS .VSXICO , I 
i 33 

County of Lea. | 

F i l e d f o r Kecord Nov. I E , 1925, a t 5 o ' c l o c k P.I'.. 

Grace . . . Seauchamp, bounty Cleric 

( O f f i c i a l seal) ( 0 Q B p 0 f J L T I 3 I 1 L ) 

ASSIGNMENT 

EMO'.V ALL BY TKZEE PRESENTS: That , 

'JKEREAS, t>o the 13th day o f February, 1935, a c e r t a i n " D r i l l i n g end./Farming Out 

Contract" was made^and entered i n t o by and between C o n t i n e n t a l O i l ^Opo'pany and The 

C a l i f o r n i a Cocpany, as^psr t les o f the f i r s t p a r t , and R. H . Hendej?£on, es r a r t y o f the 

second p a r t , wherein thV\$a id Con t inen t a l O i l Company and The C a l i f o r n i a Company agreed 

that upon the f u l l and complete performance o l tlie covenants/and agreements t h e r e i n 

contained, on the par t o f Henderson to be kept and per formed, sub jec t to tbe r e se rva t ions 

t h e r e i n conta ined, to make, ext^ute \and d e l i v e r unto Jc. H. Henderson an ftasignseat of 

a l l o f t h e i r r i g h t , t i t l e and l n t e r e s t \ i n , to and under a c e r t a i n Prospect ing Permit 

issued to Alva Nye Etz., bear ing Las Srucas Jer , ia l Number 029464 and Roswell a e r i a l Number 

052886, and the D r i l l i n g and Oporet lng AgreeWnt dated January 2 1 , 1927, executed by aa id 

Permi t t ee , as owner, and -a r l and O i l Company oi~<Dolor&do, as c o n t r a c t o r , i n s o f a r as 

said Permit and said D r i l l i n g and Operat ing Agreement cover the f o l l o w i n g descr ibed l e n d 

s i t ua t ed i n Lea County, New Mexico, t o - w l t : \ 

Northeast Quarter (NE£) and Southwest .quarter (SWj) 
of Sect ion 1 1 ; Nor-Chwe;t quar ter (N.'.i) and SSuthwest 
quarter (S'*i) o f / E e c t i o n 12 ; Northeast t u a r t e f x (MUj) 
end North H a l f . o f Southeast quarter ( N i S E j l ofXSect lon 
14; Northeast/C.uarter (NE{) and North Hal f Southeast 
quarter ( N j / S E j ) of Sect ion 13; and HortNwest quar ter 
(U'.'ft) of L e c t i o n 25, Township 21 South, Range 32 La v t , 
New i lexlco P r i n c i p a l M e r i d i a n , c o n t a i n i n g 1280 acres ;.^more or l e ss . 

And, upon the seme terms aad c o n d i t i o n s , said C o n t i n e n t a l O i l Conp.any and The C a l i f o r n i a 

Company agreed to make, execute and d e l i v e r to s a i d R. H. Henderson an assignment cover ing 

a l l of t h e i r / r i g h t , t i t l e and i n t e r e s t l a , to and under a c e r t a i n Prospec t ing Permit 

issued t o / i o n i c o Jlmlnez bear ing Las Cruces S e r i a l Number 030469, end tha L r l i l l n g and 

Operating Agreeaent dated Februery 2nd, 1927, executed by Peter L . Rapkoch, aa owner, end 

the/Karlend O i l Company of Colorado, aa c o n t r a c t o r , i n s o f a r aa s a id i - t r o u t ani sal t 

/ 
D r i l l i n g and Operating Agreement cover the f o l l o w i n g descr ibed lands s i t u a t e d l n Lea s 

County, State o f New Mexico, t o - w i t : 

Lo ts Oaa (1) , Two ( 2 ) , Seven ( 7 ) , E igh t ( 8 ) , I n c l u s i v e 
(be ing the Northeast (NE) 160 acres of Sec t ion 6 ) , 
Township 2 1 ; North h a l f of Northwest quar ter ( N i N"*i) 
and Southeast Quarter (SEi) of Sect ion 10; Southwest 
Quarter (STfJ) o f Sect ion 1 1 ; Southeast Quarter (SEi) 
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Thornas H. Owen 
Associate Gererai Cour.se' 

May 5, 1992 

Ms. Mary E. Walta 
Gallegos Law Firm 
141 East Palace Avenue 
Santa Fe, New Mexico 87501 

Re: Hartman/Davidscn and Meridian Purchase and Sale 

Dear Mary: 

Thank you f o r ycur recent l e t t e r s regarding Hartman's 18.75% 
working i n t e r e s t i n the Eumont Gas Proration Unit B r i t t Nos. 3 
and 12 w e l l s , and various working i n t e r e s t s i n ether less 
important wells which I w i l l not attempt to address i n t h i s 
l e t t e r . The 18.75% i n t e r e s t i s t i e d to an August 25, 1989, 
assignment (the "Assignment") from Conocc, Amcco, A t l a n t i c 
P i c h f i e i d , and Chevron { c o l l e c t i v e l y the "NMFU Partners") zo 
Hartman. Meridian has inquired whether a l l pa r t i e s intended 
that the Assignment convey to Hartman an i n t e r e s t i n wells 
which are not located on Section 7, SE/4 SW/4, W/2 SE/4, 
Tcwnship 20 South, Range 37 East, but such acreage is included 
w i t h i n the State p r c r a t i c n u n i t . Hartman has answered i n the 
a f f i r m a t i v e , and you have sent us information to support t h i s 

a l l which i s verv informative. While we might be answer, 
able to come tc a conclusion on the question cf the p a r t i e s ' 
i n t e n t on the Assignment, 1 do not believe that Meridian's 
opinion of the e f f e c t of the Assignment w i l l have any impact on 
the NMFU Partners. I f e e l the best way to resolve the question 
concerning the e f f e c t of the Assignment i s to n o t i f y each of 
NMFU Fartners cf Hartman's i n t e r p r e t a t i o n cf the Assignment and 
see what they say. As we have discussed, i n the event they do 
not agree w i t h Hartman, Meridian does not want to be caught i n 
the middle cf such disagreement. 

In order to f i n a l i z e our transaction, please f i n d enclosed an 
Amendment to Purchase and Sale Agreement, a revised Closing 

Statement, and a Reco n c i l i a t i o n . I propose that we 
close t h i s transaction on the date vou have 

Settlement 
p a r t i a l l y 
suggested, 
would pay 
follows: 
price) and 

Wednesday, May 6, 1992. At the c l o s i n g M e r i d i a n 
Hartman a t c t a i of $1,577,849 which breaks down as 
(a) $1,532,352 (a p a r t i a l payment of the purchase 
<b) $45,497 (the gas balancing settlement). 

Median Oi inc. 29!§ Alien 'ar^.vav. P.O. Sox-L'33. Houston "s^as T ? : Teiesnc.-e 
EXHIBIT 
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The remainder of the purchase price, $317,772, w i l l be paid 
upon the NMFU Partners' execution of a transfer order, 
stipulation of interest or other similar document confirming 
Hartman's inte r p r e t a t i o n of the Assignment. Meridian, as 
operator, could help i n t h i s process. I f Kartman w i l l request 
a transfer of the 18.75% interest, we w i l l put this 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. I f you have 
any comments or questions about this proposal, please feel free 
to give me a c a l l . Thank you for working with us to allow this 
transaction to gc forward. 

THO/cwh 
Enclosures 



GALLEGOS LAW FIRM 

141 East Palace Avenue 
Santa Fe, New Mexico 87501 
Telephone No. 505 • 983 • 6686 
Telefax No. 505 • 986 • 0741 MARY E. WALTA" 

October 22, 1992 

Our File No. 91-1.50 

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

Conoco, Inc. 
Real Property Administration 
P. O. Box 1267 
1000 South Pine 
Pcnca City, Oklahoma 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 Operator ("Hartman") of Midland, Texas. 
- Hartman owns an 18.75 net working interest in the Eumont Gas Proration Unit, Britt Nos. 

3 and 12 wells, conveyed to him by virtue of an August 25, 1989 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 Oil Conservation Division 
("NMOCD") that anyone owning a working interest in the E/2W/2, W/2E/2 of Section 7 
is allocated production 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, 1991 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 ofthe 
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 sale of this interest to Meridian Oil, Inc., the new unit operator. 



October 22, 1S92 
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On approximately May 19, 1992, Meridian sent Hartman, Conoco and the other 
NMFU partners a Transfer Order requesting confirmation of the NMFU's assignment of 
Hartman's interest. We are enclosing a copy of the Conoco-Hartman Transfer Order 
executed by Hartman. Please note that Harcman has corrected Exhibit A to the Transfer 
Order. We assume that Meridian provided Conoco with the corrected Exhibit and that 
Conoco has not been confused by the original Exhibit A. To date none of the NMFU 
partners have taken action on this request. Furthermore, neither Meridian nor Hartman 
have been notified of any possible problems regarding this request. Consequently, we 
must assume that this confirmation had been delayed due solely to the press of ether 
matters. Hartman and Meridian have waited patiently fcr five months for approval of the 
Transfer Order. However, Hartman must close its pending sale with Meridian no later 
than November 13, 19S2 or the agreement to sell will expire. Hartman is most anxious 
to get this matter wrapped up. Since Concco is the operating partner for the NMFU, we 
are requesting your assistance in getting the Transfer Order executed and returned so 
the sales transaction between Hartman and Meridian can be consummated. Due to the 
time constraints now imposed by the passage cf 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 have provided the attached documents tc facilitate prompt action 
by Conoco in this regard. We would appreciate a brief note from you acknowledging 
receipt of this letter and indicating when you wii! be able to respond and whether there 
are any problems which might cause further delay. Additionally, we would appreciate a 
copy of the executed Transfer Order upon its return to Meridian. We look forward to 
hearing from you scon. 

MEW:car 

cc: Doyle Hartman 
Carolyn Sebastian 
Tom Owen 

Don Davis - Meridian Oil Inc. 

ioc: JEG 

Very truly yours, 

GALLEGOS LAW FIRM, P.C. 

By 



MERIDIAN OHL 
Thsmas H. Owen, Jr. 
Vice President 
Law 

May 3, 1996 

Mr. Michael J. Condon 
Gallegos Law Firm 
4 60 St. Michael's Drive 
Building 3 00 
Santa Fe, New Mexico 37505 

Re: NMFU Partners' Assignment 
Lea County, New Mexico 

Dear Mr . Condor. •. 

I am i n re c e i p t of your l e t t e r dated A p r i l 15, 1936, 
regarding che above captioned matter. 

I t i s not, and i t has never been, Meridian Oil's 
r e s p o n s i b i l i t y to recognize or determine what i n t e r e s t , i f 
any. i s owned by Doyle Hartman, O i l Operator, i n the Eumont 
Gas Proration Unit B r i t t Nos. 3 and 17: Wells. Obviously you 
have not taken the time to review the f i l e s on t h i s matter. 
I f ycu had, you would have noted that t h i s subject was 
thoroughly discussed wi t h representatives of Hartman i n 
19S2. This issue was the purpose of my l e t t e r dated May 5, 
19S2, to Mary Walta, previously of the Gallegos Law Firm. A 
copy of t h i s l e t t e r (with c o n f i d e n t i a l portions redacted) i s 
enclosed. Kartman agreed tc the proposals set f o r t h i n the 
l e t t e r ^ and subsequently executed an agreement that 
i n s t r u c t e d .Meridian O i l , as operator, t o suspend revenues 
related to the i n t e r e s t u n t i l the t i t l e was resolved. There 
must have been seme uncertainty regarding the int e n t of the 
NMFU Partners' conveyance. I t took over three years to 
obtain the execution of transfer orders. 

Although Meridian O i l undertook to a i d i n securing the 
appropriate documentation to a f f i r m ownership, we did so as 
operator cf the Weils. T i t l e to the i n t e r e s t has always 
been a matter between the parties t o the o r i g i n a l 

505: Westnetr.er. ? 0. Box 4233, Houst". Texas 7721C-4233 Telephone 713-624-52^ 



Mr. Michael J. 
May 3, 1996 
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Condon 

assignment, Kartman and the NMFU Partners, not Hartman and 
Meridian O i l . Therefore, your threat of l i t i g a t i o n against 
Meridian O i l i s misdirected. 

As noted i n Don Davis' l e t t e r dated A p r i l 3, 19SS, now t h a t 
the t i t l e matter has been resolved, Meridian O i l , as 
operator, i s w i l l i n g t o prepare a r e c o n c i l i a t i o n . Any 
accounting r e l a t e d to matters p r i o r to the time Meridian O i l 
assumed operatorship w i l l need to be approved by Hartman and 
the NMFU Partners. 

Jim Eehrmann, an attorney i n Meridian O i l ' s Midland o f f i c e , 
w i l l be handling t h i s matter. You should d i r e c t any f u r t h e r 
correspondence t o him. 

Very t r u l y yours, ^ — ^ 

/ jnar>tc*3 / y. Q^-&<*, . 

Thomas H. Owen, Jr. (/ 

Enclosure 
cc: A t l a n t i c R i c h f i e l d Company 

Chevron USA 
Conoco Inc. 
Apache Corporation 



983/1227/1237 

PURCHASE AND SALE AGREEMENT 

THIS AGREEMENT dated t h i s 20th day of A p r i l , 1992, i s between 

DOYLE HARTMAN and wife, MARGARET HARTMAN, i n d i v i d u a l l y 

( c o l l e c t i v e l y " S e l l e r " ) , with an address of Post Office 

Box 10426, Midland, Texas 79702 and MERIDIAN OIL PRODUCTION 

INC., a Delaware corporation ("Buyer"), with o f f i c e s at 

3300 North "A" Street, Building 6, Midland, Texas 79705. 

WHEREAS, Seller desires to s e l l , and Buyer desires to purchase, 

upon and subject to the terms and conditions hereinafter set 

f o r t h , a l l of Seller's r i g h t , t i t l e and i n t e r e s t i n and to the 

following: 

( i ) A l l of Seller's i n t e r e s t i n , to and under o i l and gas 

leases, leasehold i n t e r e s t s , mineral fee i n t e r e s t s , 

r i g h t s and interests a t t r i b u t a b l e or allocable to the 

o i l and gas leases or leasehold i n t e r e s t s by v i r t u e 

of pooling, u n i t i z a t i o n , communitization, and 

operating agreements, licenses, permits and other 

agreements, a l l more p a r t i c u l a r l y described on 

Exh i b i t "A" hereto, together w i t h i d e n t i c a l undivided 

i n t e r e s t s i n and to a l l the property and r i g h t s 

incident thereto ( c o l l e c t i v e l y the "Leases"), 

in c l u d i n g , but not l i m i t e d t o , a l l r i g h t s i n , to and 

under a l l agreements, product purchase and sale 

contracts, including any and a l l 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 si m i l a r nature i n any way r e l a t i n g 

thereto; 
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( i i ) A l l of Seller's i n t e r e s t i n and to a l l of the wells, 

equipment, materials and other personal property, 

f i x t u r e s and improvements on the Leases as of the 

E f f e c t i v e Time, appurtenant thereto or used or 

obtained i n connection with the Leases or with the 

production, treatment, sale or disposal of 

hydrocarbons or waste produced therefrom or 

a t t r i b u t a b l e thereto, and a l l other appurtenances 

thereunto belonging (the "Equipment"); 

( i i i ) A l l other leasehold i n t e r e s t s , r o y a l t y and overriding 

r o y a l t y i n t e r e s t s owned by Sel l e r i n , to and under 

the Leases or a t t r i b u t a b l e to production therefrom as 

of the Closing Date (as hereafter defined); 

( i v ) A l l u n i t i z a t i o n , communitization, pooling and 

operating agreements, and the u n i t s created thereby 

which r e l a t e to the Leases or i n t e r e s t s therein 

described i n Exhibit "A" or which r e l a t e to any units 

or wells located on the Leases, including any and a l l 

units formed under orders, regulations, rules and 

other o f f i c i a l acts of the governmental au t h o r i t y 

having j u r i s d i c t i o n , together w i t h any r i g h t , t i t l e 

and i n t e r e s t created thereby i n the Leases; 

(v) A l l r i g h t s to claim revenues or gas r e s u l t i n g from 

any underproduction a t t r i b u t a b l e to Seller's i n t e r e s t 

i n the Leases; and 

( v i ) A l l lease f i l e s , land f i l e s , w e l l f i l e s , o i l and gas 

sales contracts f i l e s , gas processing f i l e s , d i v i s i o n 
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order f i l e s , abstracts, t i t l e opinions, and a l l other 

books, f i l e s , maps, logs and records, and a l l r i g h t s 

thereto, of Seller related to and necessary to the 

r e a l i z a t i o n of value by Buyer of any of the property 

purchased thereunder (the "Records"). 

A l l of Seller's i n t e r e s t i n the above-mentioned assets i s 

herein c o l l e c t i v e l y referred to as the " I n t e r e s t s " . 

NOW, THEREFORE, i n consideration of the above r e c i t a l s and of 

the covenants and agreements herein contained, Seller and Buyer 

agree as follows: 

1. Purchase and Sale. Subject to and upon a l l of the terms 

and conditions herein set f o r t h , Seller s h a l l s e l l , 

t r a n s f e r , assign, convey and del i v e r the Interests to 

Buyer, and Buyer s h a l l purchase, receive, pay for and 

accept the Int e r e s t s from Seller, e f f e c t i v e September 1, 

1991, 7 a.m. lo c a l time (the "Eff e c t i v e Time"). Except as 

otherwise s p e c i f i c a l l y provided i n t h i s Agreement, a l l 

costs, expenses and obligations r e l a t i n g to the Interests 

which were incurred or accrue p r i o r to the E f f e c t i v e Time 

sh a l l be paid and discharged by S e l l e r ; and a l l costs, 

expenses and obligations r e l a t i n g to the Interests which 

were incurred or accrue a f t e r the E f f e c t i v e Time s h a l l be 

paid and discharged by Buyer. 

2. Purchase Price. The purchase p r i c e " f o r the Interests s h a l l 

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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3. Representations of Seller. Seller represents to Buyer that: 

(a) Seller i s an i n d i v i d u a l and i s duly q u a l i f i e d to own 

i t s properties and assets and to carry on i t s 

business as now being conducted; 

(b) Seller has the r e q u i s i t e power and a u t h o r i t y to 

execute and deliver t h i s Agreement and to consummate 

the transactions contemplated hereby; 

(c) This Agreement has been duly executed and delivered 

by Seller and constitutes the v a l i d and binding 

o b l i g a t i o n of Seller, enforceable against i t i n 

accordance with the terms hereof, subject to the 

effect s of bankruptcy, insolvency, reorganization, 

moratorium and s i m i l a r laws a f f e c t i n g c r e d i t o r s ' 

r i g h t s . No other act, approval or proceeding on the 

part of Seller or any other party i s required to 

authorize the execution and del i v e r y of t h i s 

Agreement by Seller or the consummation of the 

transactions contemplated hereby; 

(d) This Agreement, and the execution and del i v e r y hereof 

by S e l l e r , does not and the consummation of the 

transactions contemplated hereby w i l l not ( i ) 

v i o l a t e , or c o n f l i c t w i t h , or c o n s t i t u t e a default 

under, or re s u l t i n the creation or imposition of any 

security i n t e r e s t , l i e n or encumbrance upon any 

property or assets of Seller under any mortgage, 
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i n d e n t u r e or agreement to which i t i s a p a r t y or by 

which the I n t e r e s t s are bound, which v i o l a t i o n , 

c o n f l i c t or d e f a u l t might adversely a f f e c t the 

a b i l i t y of S e l l e r t o perform i t s o b l i g a t i o n under 

t h i s Agreement, or ( i i ) v i o l a t e any s t a t u t e or law or 

any judgment, decree, order, w r i t , i n j u n c t i o n , 

r e g u l a t i o n or r u l e of any c o u r t or governmental 

a u t h o r i t y , which v i o l a t i o n might adversely a f f e c t the 

a b i l i t y of S e l l e r t o perform i t s o b l i g a t i o n s under 

t h i s Agreement; 

(e) S e l l e r has not been advised by any owner or lessor 

under any Leases of any m a t e r i a l d e f a u l t -under any 

lease or agreement which has not been remedied or 

waived, or of any requirements or demands which have 

not been s a t i s f i e d ; 

( f ) A l l r o y a l t i e s , r e n t a l s and other payments due under 

the Leases have been p r o p e r l y and t i m e l y p a i d , except 

f o r those amounts i n suspense, and a l l c o n d i t i o n s 

necessary t o keep the Leases i n f o r c e have been duly 

performed; 

(g) S e l l e r i s not o b l i g a t e d t o d e l i v e r hydrocarbons 

produced from the I n t e r e s t s at some f u t u r e time 

w i t h o u t r e c e i v i n g f u l l payment t h e r e f o r ; 

(h) With the exception of those p a r t i e s l i s t e d on 

E x h i b i t "C" hereof, no e n t i t y has any c a l l upon, 

o p t i o n t o purchase or s i m i l a r r i g h t s under any 

agreement w i t h respect t o the I n t e r e s t s or t o the 

p r o d u c t i o n therefrom; 
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( i ) There are no actions, s u i t s , proceedings or 

governmental investigations or i n q u i r i e s pending or 

threatened, against Seller or the Interests which 

might delay, prevent or m a t e r i a l l y hinder the 

consummation of the transactions contemplated hereby 

or m a t e r i a l l y adversely a f f e c t the t i t l e to or value 

of any of the I n t e r e s t s ; 

( j ) Seller possesses a l l licenses, permits, c e r t i f i c a t e s , 

orders, approvals and authorizations necessary to own 

the In t e r e s t s and to carry on i t s business as now 

being conducted; 

(k) Seller has complied w i t h a l l laws, ordinances, rules, 

regulations and orders applicable to the Interests 

necessary for the conduct of legal operations of the 

I n t e r e s t s ; 

(1) A l l ad valorem, property, production, severance, 

excise and s i m i l a r 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; 

(m) Seller has incurred no l i a b i l i t y , contingent or 

otherwise, f o r brokers' or f i n d e r s ' fees r e l a t i n g to 

the transactions contemplated by t h i s Agreement for 

which Buyer s h a l l have any r e s p o n s i b i l i t y whatsoever; 

(n) To the best of Seller's knowledge, there are no 

l i e n s , encumbrances, burdens, or defects a f f e c t i n g 
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the I n t e r e s t s or S e l l e r ' s i n t e r e s t i n the I n t e r e s t s 

as set f o r t h on E x h i b i t "A"; and 

(o) The p a r t i e s l i s t e d on E x h i b i t "C may be holders of 

p r e f e r e n t i a l r i g h t s t o purchase a l l or p o r t i o n s of 

the I n t e r e s t s . Required n o t i c e s have been given to 

these p a r t i e s and e i t h e r ( i ) waivers have been 

obtained or ( i i ) the a p p r o p r i a t e time p e r i o d f o r 

a s s e r t i n g such r i g h t s , i f any, have e x p i r e d w i t h o u t 

an e x e r c i s e of such r i g h t s . 

4. Representations of Buyer. Buyer represents and warrants t o 

S e l l e r t h a t : 

(a) Buyer i s a c o r p o r a t i o n v a l i d l y e x i s t i n g and i n good 

standing under the laws of the State of Delaware and 

i s d u l y q u a l i f i e d t o own i t s p r o p e r t i e s and assets 

and t o c a r r y on i t s business as now being conducted; 

(b) Buyer has the r e q u i s i t e power and a u t h o r i t y to 

execute and d e l i v e r t h i s Agreement and t o consummate 

the t r a n s a c t i o n s contemplated hereby. The execution 

and d e l i v e r y of t h i s Agreement by Buyer and the 

consummation of the t r a n s a c t i o n s contemplated hereby 

have been duly a u t h o r i z e d ; 

(c) This Agreement has been d u l y executed and d e l i v e r e d 

by Buyer and c o n s t i t u t e s the v a l i d and b i n d i n g 

o b l i g a t i o n of Buyer, enforceable against i t i n 

accordance w i t h the terms hereof, subject to the 

e f f e c t s of bankruptcy, i n s o l v e n c y , r e o r g a n i z a t i o n , 

moratorium and s i m i l a r laws a f f e c t i n g c r e d i t o r s ' 
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r i g h t s . No other act, approval or proceeding on the 

part of Buyer or any other party i s required to 

authorize the execution and d e l i v e r y of t h i s 

Agreement by Buyer or the consummation of the 

transactions contemplated hereby; 

(d) This Agreement, and the execution and delivery hereof 

by Buyer, does not and the consummation of the 

transactions contemplated hereby w i l l not ( i ) 

c o n f l i c t w i th or r e s u l t i n a breach of the charter or 

bylaws of Buyer or any other governing documents of 

Buyer, or ( i i ) v i o l a t e any s t a t u t e or law or any 

judgment, decree, order, w r i t , i n j u n c t i o n , regulation 

or r u l e of any court or governmental au t h o r i t y , which 

v i o l a t i o n might adversely a f f e c t the a b i l i t y of Buyer 

to perform i t s obligations under t h i s Agreement; 

(e) Buyer possesses a l l required governmental licenses, 

permits, c e r t i f i c a t e s , orders and authorizations 

necessary to own the I n t e r e s t s ; 

( f ) Buyer has incurred no l i a b i l i t y , contingent or 

otherwise, for brokers' or f i n d e r s ' fees r e l a t i n g to 

the transactions contemplated by t h i s Agreement for 

which Seller s h a l l have any r e s p o n s i b i l i t y 

whatsoever; and 

(g) Buyer i s an experienced and knowledgeable investor i n 

the o i l and gas business. Prior to entering into 

t h i s Agreement, Buyer was advised by i t s counsel and 

such other persons i t has deemed appropriate 

concerning t h i s Agreement. Buyer i s not acquiring 
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the Interests i n connection with a d i s t r i b u t i o n 

thereof i n v i o l a t i o n of the Securities Act of 1933 

and the rules and regulations thereunder or any-

applicable state blue sky laws. 

5. L i a b i l i t i e s and Indemnities of S e l l e r . In connection w i t h 

the sale, conveyance, tr a n s f e r , assignment and d e l i v e r y of 

the I n t e r e s t s to Buyer, Buyer s h a l l not assume or become 

obligated i n any way with respect to the f o l l o w i n g : 

(a) Any cost, expense or o b l i g a t i o n r e l a t i n g to the 

I n t e r e s t s which accrued p r i o r to the E f f e c t i v e Time 

unless s p e c i f i c a l l y assumed by Buyer i n Section 6 

hereof; 

(b) Any l i t i g a t i o n which affe c t s the I n t e r e s t s , whether 

pending or threatened, which i s based upon omissions, 

events or occurrences p r i o r to the E f f e c t i v e Time; 

(c) Any federal or state income tax or other tax 

l i a b i l i t y of Seller a r i s i n g by reason of the 

transaction contemplated by t h i s Agreement; 

(d) Any f e d e r a l , state, county, municipal, ad valorem, 

production, w i n d f a l l p r o f i t s or other tax l i a b i l i t y 

a t t r i b u t a b l e to Seller's ownership or operation of 

any of the Interests p r i o r to the E f f e c t i v e Time 

except as to prorate taxes fo r the current tax period; 

(e) Any claims arising out of the production or sale of 

hydrocarbons from the I n t e r e s t s , or the proper 
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accounting or payment to p a r t i e s f o r t h e i r i n t e r e s t s 

t h e r e i n , p r i o r t o the E f f e c t i v e Time; and 

( f ) Any o t h e r c l a i m or demand a g a i n s t , or l i a b i l i t y or 

o b l i g a t i o n of S e l l e r a r i s i n g from any act or omission 

whatsoever of S e l l e r , p r i o r t o the E f f e c t i v e Time, 

whether such c l a i m , demand, l i a b i l i t y or o b l i g a t i o n 

i s f i x e d or c o n t i n g e n t , and whether the same a r i s e s 

by c o n t r a c t , t o r t or otherwise. 

S e l l e r s h a l l , t o the f u l l e s t e x t e n t p e r m i t t e d by law, 

p r o t e c t , defend, indemnify and h o l d Buyer and i t s 

a f f i l i a t e s , i n c l u d i n g i t s d i r e c t o r s , o f f i c e r s , employees-, 

agents and r e p r e s e n t a t i v e s of each of them, harmless from 

and against any and a l l claims, losses, damages, c o s t s , 

expenses, d i m i n u t i o n s i n value, s u i t s , causes of a c t i o n or 

judgments of any k i n d or character w i t h respect to any and 

a l l l i a b i l i t i e s and o b l i g a t i o n s or a l l e g e d or threatened 

l i a b i l i t i e s and o b l i g a t i o n s , i n c l u d i n g , but not l i m i t e d t o , 

any i n t e r e s t , p e n a l t y and any reasonable a t t o r n e y s ' fees 

and other c o s t s and expenses i n c u r r e d i n connection w i t h 

i n v e s t i g a t i n g or defending any claims or a c t i o n s , whether 

or not r e s u l t i n g i n any l i a b i l i t y , a t t r i b u t a b l e t o or 

a r i s i n g out o f ( i ) S e l l e r ' s ownership or o p e r a t i o n of the 

I n t e r e s t s p r i o r t o the E f f e c t i v e Time, ( i i ) the breach by 

S e l l e r of t h e r e p r e s e n t a t i o n s contained i n Section 3 and 

war r a n t i e s c o n t a i n e d i n Section 16 hereof, and ( i i i ) the 

sale, conveyance, t r a n s f e r , assignment and d e l i v e r y of the 

I n t e r e s t s from S e l l e r to Buyer. 

6. Assumption o f O b l i g a t i o n s and I n d e m n i t i e s o f Buyer. Buyer 

s h a l l assume, as of the E f f e c t i v e Time, a l l c o n t r a c t u a l 
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o b l i g a t i o n s of S e l l e r r e l a t e d t o the I n t e r e s t s which are 

recorded or were d i s c l o s e d by S e l l e r t o Buyer i n the 

Records; provided, however, Buyer s h a l l not assume any 

o b l i g a t i o n of S e l l e r t o pay f o r another p a r t y ' s debts, 

expenses or costs i n c u r r e d p r i o r t o the E f f e c t i v e Time owed 

to an operator of an I n t e r e s t pursuant t o the terms of an 

Operating Agreement a p p l i c a b l e t o any of the I n t e r e s t s . 

Buyer s h a l l , to the f u l l e s t e x t e n t p e r m i t t e d by law, 

p r o t e c t , defend, indemnify and h o l d S e l l e r and i t s 

d i r e c t o r s , o f f i c e r s , employees, agents and r e p r e s e n t a t i v e s 

of each of them, harmless from and against any and a l l 

claims, losses, damages, cos t s , expense, d i m i n u t i o n s i n 

value, s u i t s , causes of a c t i o n or judgments of any k i n d or 

character w i t h respect t o any and a l l l i a b i l i t i e s and 

o b l i g a t i o n s or a l l e g e d or threatened l i a b i l i t i e s and 

o b l i g a t i o n s , i n c l u d i n g , but not l i m i t e d t o , any i n t e r e s t , 

p e n a l t y and any reasonable a t t o r n e y s ' fees and other costs 

and expenses i n c u r r e d i n connection w i t h i n v e s t i g a t i n g or 

defending any claims or a c t i o n s , whether or not r e s u l t i n g 

i n any l i a b i l i t y , a t t r i b u t a b l e t o or a r i s i n g out of ( i ) 

Buyer's ownership or o p e r a t i o n of the I n t e r e s t s subsequent 

to the E f f e c t i v e Time, and ( i i ) the breach by Buyer of the 

r e p r e s e n t a t i o n s and w a r r a n t i e s contained i n Section 4 

hereof. 

7. Access of Buyer. S e l l e r has made a v a i l a b l e to Buyer f o r 

examination any of the Records as Buyer may have reasonably 

requested, i n c l u d i n g , but not l i m i t e d t o , a l l t i t l e work 

and land records. 

8. C o n f i d e n t i a l i t y . Any i n f o r m a t i o n , data or records, e i t h e r 

o r i g i n a l s or copies t h e r e o f , r e l a t i n g t o the I n t e r e s t s s o l d 
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to Buyer hereunder retained by Seller s h a l l be treated by 

Seller as s t r i c t l y c o n f i d e n t i a l and s h a l l not be disclosed 

to any person, f i r m or corporation without the p r i o r 

w r i t t e n consent of Buyer. Buyer and Seller agree that the 

terms of t h i s Purchase and Sale Agreement are c o n f i d e n t i a l 

and are not to be disclosed to any other person or e n t i t y 

without the express w r i t t e n consent of the other, except as 

required by law or court order; provided, however, the 

parties recognize that the parties l i s t e d on Exhibit "C" 

have been informed of the relevant terms of t h i s 

transaction. 

9. Closing. The Closing s h a l l be held at 9:00 a.m. on or 

before A p r i l 24, 1992, at the o f f i c e s 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 i n w r i t i n g (the "Closing" or the "Closing Date"). 

10. Transactions at Closing. On the Closing Date: 

(a) Seller s h a l l execute, acknowledge and deliver to 

Buyer an Assignment and B i l l of Sale i n the form as 

set f o r t h i n E x h i b i t "B" hereto ( i n s u f f i c i e n t 

counterparts to f a c i l i t a t e recording i n applicable 

counties and f i l i n g w i t h the Bureau of Land 

Management or other governmental a u t h o r i t i e s ) 

conveying the I n t e r e s t s ; 

(b) Seller and Buyer s h a l l execute and deliver a 

settlement statement that s h a l l set f o r t h the 

purchase price and each adjustment and the 

c a l c u l a t i o n of such adjustments used to determine 

such amount (the "Closing Amount"); 
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(c) S e l l e r s h a l l d e l i v e r t o Buyer the Records; 

(d) S e l l e r and Buyer s h a l l execute, acknowledge and 

d e l i v e r l e t t e r s - i n - l i e u prepared by S e l l e r , and 

approved by Buyer, d i r e c t i n g a l l purchasers of 

p r o d u c t i o n to make payment t o Buyer of proceeds 

a t t r i b u t a b l e t o p r o d u c t i o n from the I n t e r e s t s ; 

(e) S e l l e r s h a l l d e l i v e r to Buyer possession of the 

I n t e r e s t s ; 

( f ) Reference i s hereby made t o a l a w s u i t s t y l e d Doyle 

Hartman. James A. Davidson v. Union Texas Petroleum 

C o r p o r a t i o n . No. CV-91-475(FR) i n the F i f t h J u d i c i a l 

D i s t r i c t , Lea County, New Mexico ( t h e " L a w s u i t " ) . 

S e l l e r s h a l l d e l i v e r to Buyer a p r o p e r l y executed 

S t i p u l a t i o n For Dismissal With P r e j u d i c e and a Mutual 

Release i n the form as set f o r t h i n E x h i b i t "D" and 

E x h i b i t "E" hereto; and 

(g) Buyer s h a l l d e l i v e r t o S e l l e r cash by w i r e t r a n s f e r 

i n the amount of the Closing Amount to the f o l l o w i n g 

account: 

NationsBank N.A. 
C h a r l o t t e , North C a r o l i n a 
ABA #053000196 
C r e d i t Account 300203221 

Post-Closing Adjustments. W i t h i n n i n e t y (90) days a f t e r 

the C l o s i n g , the p a r t i e s s h a l l undertake to agree w i t h 

respect t o the adjustments or payments t h a t were not 

f i n a l l y determined as of the C l o s i n g , and the amount due 
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from Buyer or S e l l e r , as the case may be, pursuant t o the 

Post-Closing adjustment. S e l l e r s h a l l p rovide Buyer access 

to such of S e l l e r ' s records as may be reasonably necessary 

to a d e t e r m i n a t i o n of Post-Closing adjustments. Payment by 

Buyer or S e l l e r s h a l l be made i n immediately a v a i l a b l e 

funds w i t h i n ten (10) days of agreement. I f the 

Post-Closing adjustment has not been agreed upon w i t h i n the 

time p e r i o d set f o r t h h e r e i n , e i t h e r p a r t y may seek to 

enforce any r i g h t s i t claims hereunder. 

12. P r o r a t i o n of Taxes. A l l ad valorem taxes, r e a l p r o p e r t y 

taxes and s i m i l a r o b l i g a t i o n s s h a l l be apportioned between 

S e l l e r and Buyer as of the E f f e c t i v e Time. 

13. Proceeds of Pro d u c t i o n . S e l l e r s h a l l be e n t i t l e d t o a l l 

proceeds of p r o d u c t i o n a t t r i b u t a b l e t o the I n t e r e s t s and 

accruing t o the pe r i o d p r i o r to the E f f e c t i v e Time; 

provided, however, S e l l e r recognizes and agrees t h a t a l l 

claims of S e l l e r r e l a t i n g t o the non-payment of revenues 

from the I n t e r e s t s by Union Texas Petroleum Co r p o r a t i o n , 

the former Operator of the I n t e r e s t s , are t o be conveyed t o 

Buyer at Closing and are in c l u d e d i n the Assignment and 

B i l l of Sale. Buyer s h a l l be e n t i t l e d t o a l l proceeds of 

pro d u c t i o n a t t r i b u t a b l e to the I n t e r e s t s and accruing t o 

the p e r i o d on and a f t e r the E f f e c t i v e Time. S e l l e r s h a l l 

receive a c r e d i t at Closing i n the amount of FORTY-FIVE 

THOUSAND FOUR HUNDRED NINETY-SEVEN DOLLARS ($45,497) i n 

f u l l s e t t l e m e n t of a l l gas imbalances accruing t o S e l l e r ' s 

i n t e r e s t i n the I n t e r e s t s a t t r i b u t a b l e t o the p e r i o d p r i o r 

to the E f f e c t i v e Time. S e l l e r s h a l l r e c e i v e a c r e d i t i n an 

amount equal t o the a c t u a l proceeds received by Buyer at 

the wellhead f o r a l l p r o d u c t i o n i n storage or i n t r a n s i t as 

of the E f f e c t i v e Time and not p r e v i o u s l y s o l d by S e l l e r . 

A l l proceeds h e l d i n suspense or escrow from the sale of 
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pr o d u c t i o n by S e l l e r p r i o r t o the E f f e c t i v e Time 

a t t r i b u t a b l e t o the I n t e r e s t s s h a l l be d e l i v e r e d t o Buyer 

at C losing. S e l l e r s h a l l have no r e s p o n s i b i l i t y or 

l i a b i l i t y f o r the proper d i s t r i b u t i o n of proceeds from and 

a f t e r the Closing Date; provided, however, i n the event 

S e l l e r receives d i s t r i b u t i o n s f o r proceeds of pr o d u c t i o n 

a f t e r the Closing Date f o r p r o d u c t i o n on or a f t e r the 

E f f e c t i v e Time, S e l l e r w i l l promptly remit such proceeds, 

along w i t h the supporting documentation, t o Buyer. 

14. Notices. A l l communications r e q u i r e d or p e r m i t t e d under 

t h i s Agreement s h a l l be i n w r i t i n g and any communication or 

d e l i v e r y hereunder s h a l l be deemed t o have been f u l l y made 

i f a c t u a l l y d e l i v e r e d , or i f mailed by r e g i s t e r e d or 

c e r t i f i e d m a i l , postage p r e p a i d , r e t u r n r e c e i p t requested, 

to the address as set f o r t h below: 

SELLER 

Doyle and Margaret Hartman 
Post O f f i c e Box 10426 
Midland, Texas 79702 

BUYER 

M e r i d i a n O i l Production I n c . 
2919 A l l e n Parkway 
S u i t e 1100 

Houston, Texas 77019 

A t t n : Thomas H. Owen, J r . 

15. F u r t h e r Assurance. I n c i d e n t a l and subsequent t o Closing, 

each of the p a r t i e s s h a l l execute, acknowledge and d e l i v e r 

t o the othe r such f u r t h e r i n s t r u m e n t s , and take such other 

a c t i o n s as may be reasonably necessary to c a r r y out the 

p r o v i s i o n s of t h i s Agreement and t o dismiss the Lawsuit. 

16. 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 
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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. 

17. Casualty Loss. S e l l e r assumes the r i s k of any c a s u a l t y 

loss p r i o r t o Closing. 

18. Expenses. Each of the p a r t i e s hereto s h a l l pay i t s own 

fees and expenses i n c i d e n t t o the n e g o t i a t i o n , p r e p a r a t i o n 

and execution of t h i s Agreement, i n c l u d i n g a t t o r n e y s ' and 

accountants' fees. 

19. E n t i r e Agreement. This instrument s t a t e s the e n t i r e 

agreement between the p a r t i e s and may be supplemented, 

a l t e r e d , amended, m o d i f i e d or revoked by w r i t i n g o n l y , 

signed by both p a r t i e s . 

20. S u r v i v a l o f Representations and Covenants. A l l 

r e p r e s e n t a t i o n s , w a r r a n t i e s and covenants of the p a r t i e s t o 

the extent not f u l l y performed or waived p r i o r t o Closing 

s h a l l s u r v i v e the C l o s i n g . 

21. Counterpart. This Agreement may be executed by Buyer and 

S e l l e r i n any number of c o u n t e r p a r t s , each of which s h a l l 

be deemed an o r i g i n a l i n s t r u m e n t , but a l l of which together 

s h a l l c o n s t i t u t e one and the same instrument. 
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22. Time of Essence. Time i s of the essence i n t h i s Agreement. 

23. Announcements. S e l l e r and Buyer s h a l l consult w i t h each 

other p r i o r t o the release of any press releases and other 

announcements concerning t h i s Agreement or the t r a n s a c t i o n s 

contemplated hereby. 

24. S e v e r a b i l i t y . I f , at any time subsequent t o the date 

hereof, any p r o v i s i o n of t h i s Agreement s h a l l be held by 

any court of competent j u r i s d i c t i o n t o be i l l e g a l , v o i d or 

unenforceable, such p r o v i s i o n s h a l l be of no f o r c e and 

e f f e c t , but the i l l e g a l i t y or u n e n f o r c e a b i l i t y of such 

p r o v i s i o n s h a l l have no e f f e c t upon and s h a l l not impa-ir. 

the e n f o r c e a b i l i t y of any other p r o v i s i o n of t h i s Agreement. 

25. Governing Law. This Agreement s h a l l be governed by and 

construed i n accordance w i t h the laws of the State of New 

Mexico. The v a l i d i t y of the v a r i o u s conveyances and 

t r a n s f e r s a f f e c t i n g the t i t l e to the I n t e r e s t s s h a l l be 

governed by and construed i n accordance w i t h the laws of 

the j u r i s d i c t i o n i n which such I n t e r e s t s are s i t u a t e d . 

26. I n t e r n a l Revenue Code $1031. E i t h e r p a r t y s h a l l have the 

o p t i o n , at or before Closing, t o s t r u c t u r e the Closing of 

t h i s t r a n s a c t i o n i n such a manner so as t o q u a l i f y as p a r t 

of a l i k e - k i n d exchange pursuant to §1031 of the I n t e r n a l 

Revenue Code. I f e i t h e r p a r t y e l e c t s to e f f e c t an 

exchange, t h e other p a r t y agrees t o execute a d d i t i o n a l 

documents, agreements or instruments t o e f f e c t the 

exchange; p r o v i d e d , however, t h a t such other p a r t y s h a l l 

incur no a d d i t i o n a l costs, expenses, fees or l i a b i l i t i e s as 

a r e s u l t of or connected w i t h the exchange. 
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EXECUTED as of the date f i r s t above mentioned. 

SELLER 

BUYER 

MERIDIAN OIL PRODUCTION INC. 

By: 

T i t l e : 
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EXECUTED as of the date f i r s t above mentioned. 

SELLER 

DOYLE HARTMAN 

MARGARET HARTMAN 

BUYER 

MERTVDIJAN O I L PRODUCTION INC 

By: 

•itle: -\l-f. 



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 Oil Inc., and 
its affiliates, including but not limited to Meridian Oil 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 ofthe 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 all 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 or 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 underproduction or underpayment of interests. It 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 ether claims and obligations against Hartman 
and Davidson of any kind or nature whatsoever, 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 upon 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 Oil 
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 Oil 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 
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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 affiliates, successors, assigns, 
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 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 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. 

2. RELEASE OF UNKNOWN AND FUTURE CLAIMS AND DAMAGES. 
Hartman and Davidson, on one hand, and Union Texas and Meridian, on the other hand, 
fully realize that they may have sustained unknown and unforeseen 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 resulted 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 thereof. 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, 
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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. It is 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 WHEREOF the undersigned has hereunto set his hand and seal the 
day and year first written above. 

DOYLE HARTMAN 

MARGARET HARTMAN 
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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 
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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 Oil Production Inc., as Buyer. 

BRITT "A" LEASE 

Oate of Lease: 
Lessor: 
Lessee: 
Serial No.: 

Recording Informat ion: 

Description of Assigned In te res t : 

February 1, 1956 
The United States of America 
Harry M. B r i t t 
LC-031621(a) 
None, Unrecorded 

E/2 SW/4 of Section 6, T-20-S, 
R-37-E, N.M.P.M., Lea County, New 
Mexi co 

H.M.BRITT LEASE 

Date of Lease: 
Lessor: 
Lessee: 
Serial No.: 

Recording Information: 

Description of Assigned Interest: 

February 1, 1956 
The United States of America 
Harry M. Britt 
LC-031621(a) 
None, Unrecorded 

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: 
Lessor: 
Lessee: 
Serial No.: 

Recording Information: 

Description of Assigned Interest: 

February 1, 1956 
The United States of America 
Harry M. Britt 
LC-031621(a) 
None, Unrecorded 

W/2 SW/4 and SE/4 SW/4 of Section 7, 
T-20-S, , 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 Oil Company, et al and R. H. Henderson 
recorded at Book 13. Page 3 in Lea County Courthouse, Lea County, New 
Mexi co. 

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

3. Gas Contract No. 4037 dated July 17, 1948, as subsequently amended, by 
and between Continental Oil Company (now Conoco Inc.), Standard Oil 
Company of Texas (now Chevron USA Inc.) The Atlantic Refining Company 
(now ARCO Oil and Gas Company, A Division of Atlantic Richfield), and 
Stanolind Oil and Gas Company (now Amoco Production Company) as "Seller" 
and El 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 Doyle Hartman, et al, 
and El Paso Natual Gas Company, et al, as amended). 
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4. Operating Agreement dated August 24, 1959 as amended by and between 
Anderson Prichard Oil Corporation, et al. 

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

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

ASSIGNED WELLS 

Well 
Name 

H. M. Britt #1 

Locati on 

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

Net 
Working Revenue Well 
Interest Interest Status 

64.420501 51.5364641* Temporari ly 
Abandoned 

H. M. Brit t #2 NE/4 NW/4, Unit C, 
Section 7, T20S 
R37E, N.M.P.M. 

64.420501 51.5364641* Temporarily 
Abandoned 

H. M. Brit t #3 SW/4 NE/4, Unit G, 
Section 7, T20S 
R37E, N.M.P.M. 

43.58751 34.86981* Producing 

H. M. Britt #4 

H. M. Brit t #5 

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

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

64.420501 51.5364641* Temporarily 
Abandoned 

43.53751 34.86981* Temporarily 
Abandoned 

H. M. Britt #10 

H. M. Brit t #11 

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

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

24.837251 19.86981* Producing 

24.837251 19.86981* Temporarily 
Abandoned 

H. M. Britt #12 NE/4 NW/4, Unit C, APO-43.587251 AP0-34.86981* Producing 
Section 7, T20S 
R37E, N.M.P.M. 

H. M. Britt #13 NW/4 SE/4, Unit J, 43.587251 34.86981* Temporarily 
Section 7, T20S Abandoned 
R37E, N.M.P.M. 

Britt "A" #1 SE/4 SW/4 Unit N, 49.674471 39.7395761* Temporarily 
Section 6, T20S Abandoned 
R37E, N.M.P.M. 

Britt "A" #2 NE/4 SW/4 Unit K, 49.674471 39.7395761* Temporarily 
Section 6, T20S Abandoned 
R37E, N.M.P.M. 

Britt "A" #3 NE/4 SW/4 Unit K, 49.674471 39.7395761* Producing 
Section 6, T20S 
R37E, N.M.P.M. 
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Britt "A" MA SE/4 SW/4 Unit N, 
Section 6. T20S 
R37E, N.M.P.M. 

Britt "A" #5 NE/4 SW/4 Unit K, 
Section 6, T20S 
R37E, N.M.P.M. 

Britt "A" MS SE/4 SW/4 Unit N, 
Section 6, T20S 
R37E. N.M.P.M. 

Britt "A" Ml NE/4 SW/4 Unit K, 
Section 6, T20S 
R37E, N.M.P.M. 

Britt Federal MKA MS SE/4 SW/4, Unit N, 
Section 7, T20S 
R37E, N.M.P.M. 

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

Britt Federal MKA MB SW/4 SE/4, Unit 0, 
Section 7, T20S 
R37E, N.M.P.M. 

49.674471 39.7395761* Temporarily 
Abandoned 

49.674471 39.7395761* Temporarily 
Abandoned 

49.674471 39.7395761* Producing 

49.674471 39.7395761* Plugged and 
Abandoned 

74.837251 59.86981* Temporarily 
Abandoned 

74.837251 59.86981* Temporarily 
Abandoned 

74.837251 59.86981* 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 12.51 royalty interest (proportionately reduced). 
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EXHIBIT -B-

Attached to and made a p a r t of t h a t c e r t a i n Purchase and Sale 
Agreement dated A p r i l 20, 1992, by and between 

DOYLE HARTMAN and w i f e , MARGARET HARTMAN, i n d i v i d u a l l y , 
as S e l l e r , 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 w i f e , MARGARET HARTMAN, i n d i v i d u a l l y , w i t h an 
address of Post O f f i c e Box 10426, Midland, Texas 79702 
( c o l l e c t i v e l y " A s s i g n o r " ) , f o r and i n c o n s i d e r a t i o n of ONE 
HUNDRED DOLLARS ($100.00) and other good and va l u a b l e 
c o n s i d e r a t i o n , r e c e i p t of which i s hereby acknowledged, does 
hereby assign, t r a n s f e r , g r a n t , and, convey unto MERIDIAN OIL 
PRODUCTION INC., w i t h o f f i c e s at 3300 North "A" S t r e e t , 
B u i l d i n g 6, Midland, Texas 79705 ("Assignee"), a l l of 
Assignor's r i g h t , t i t l e and i n t e r e s t i n and t o the f o l l o w i n g : 

( i ) A l l of Assignor's i n t e r e s t i n , t o and under o i l and 
gas leases, leasehold i n t e r e s t s , m i n e r a l fee 
i n t e r e s t s , r i g h t s and i n t e r e s t s a t t r i b u t a b l e or 
a l l o c a b l e to the o i l and gas leases or leasehold 
i n t e r e s t s by v i r t u e of p o o l i n g , u n i t i z a t i o n , 
communitization, and op e r a t i n g agreements, l i c e n s e s , 
p e r m i t s , and other agreements, a l l more p a r t i c u l a r l y 
described on E x h i b i t "A" here t o , together w i t h 
i d e n t i c a l u n d i v i d e d i n t e r e s t s i n and t o a l l the 
pr o p e r t y and r i g h t s i n c i d e n t t h e r e t o ( c o l l e c t i v e l y 
the "Leases"), i n c l u d i n g , but not l i m i t e d t o , a l l 
r i g h t s i n , to and under a l l agreements, product 
purchase and sale c o n t r a c t s , i n c l u d i n g any and a l l 
past, present and f u t u r e take-or-pay claims, leases, 
p e r m i t s , r i g h t s - o f - w a y , easements, l i c e n s e s , 
farmouts, farmins, o p t i o n s , orders and other 
c o n t r a c t s or agreements of a s i m i l a r nature i n any 
way r e l a t i n g t h e r e t o ; 

( i i ) A l l of Assignor's i n t e r e s t i n and to a l l of the 
w e l l s , equipment, m a t e r i a l s and other personal 
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p r o p e r t y , f i x t u r e s and improvements on the Leases as 
of the e f f e c t i v e date hereof, appurtenant t h e r e t o or 
used or obtained i n connection w i t h the Leases or 
w i t h the pro d u c t i o n , treatment, sale or d i s p o s a l of 
hydrocarbons or waste produced therefrom or 
a t t r i b u t a b l e t h e r e t o , and a l l other appurtenances 
thereunto belonging ( t h e "Equipment"); 

( i i i ) A l l o t h e r leasehold i n t e r e s t s , r o y a l t y and o v e r r i d i n g 
r o y a l t y i n t e r e s t s owned by Assignor i n , t o and under 
the Leases or a t t r i b u t a b l e t o p r o d u c t i o n therefrom; 

A l l u n i t i z a t i o n , communitization, p o o l i n g , and 
op e r a t i n g agreements, and the u n i t s created thereby 
which r e l a t e t o the Leases or i n t e r e s t s t h e r e i n 
described i n E x h i b i t "A" or which r e l a t e t o any u n i t s 
or w e l l s located on the Leases, i n c l u d i n g any and a l l 
u n i t s formed under orders, r e g u l a t i o n s , r u l e s and 
other o f f i c i a l acts of the governmental a u t h o r i t y 
having j u r i s d i c t i o n , t o g e t h e r w i t h any r i g h t , t i t l e 
and i n t e r e s t created thereby i n the Leases; 

A l l of Assignor's r i g h t s t o c l a i m revenues or gas 
r e s u l t i n g from any underproduction a t t r i b u t a b l e to 
Assignor's i n t e r e s t i n the Leases; and 

A l l lease f i l e s , land f i l e s , w e l l f i l e s , o i l and gas 
sales c o n t r a c t s f i l e s , gas processing f i l e s , d i v i s i o n 
order f i l e s , a b s t r a c t s , t i t l e o p i n i o n s , and a l l other 
books, f i l e s , maps, logs and records, and a l l r i g h t s 
t h e r e t o , of Assignor r e l a t e d t o and necessary t o the 
r e a l i z a t i o n of value by Assignee of any of the 
p r o p e r t y purchased hereunder. 

A l l of Assignor's i n t e r e s t i n the above-mentioned assets i s 
her e i n c o l l e c t i v e l y r e f e r r e d to as the " I n t e r e s t s " . 

TO HAVE AND TO HOLD the same unto Assignee, i t s successors and 
assigns, f o r e v e r , s u b j e c t t o the terms and p r o v i s i o n s hereof. 

This Assignment i s accepted s u b j e c t t o , and Assignee agrees t o 
comply w i t h and be bound by, a l l of the terms and p r o v i s i o n s of 
a l l leases and assignments of record r e l a t i n g t o the I n t e r e s t s . 

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 

( i v ) 

(v) 

( v i ) 
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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 s h a l l i n u r e t o the b e n e f i t of and be bi n d i n g 
upon the p a r t i e s h e r e t o , t h e i r h e i r s , successors and assigns. 

IN WITNESS WHEREOF, t h i s instrument i s executed as of the 24th 
day of A p r i l , 1992, but s h a l l be e f f e c t i v e as of the 1st day of 
September, 1991 ( t h e " E f f e c t i v e Time"). 

ASSIGNOR 

ASSIGNEE 

MERIDIAN OIL PRODUCTION INC. 

By: 

T i t l e : 
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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 
capacity therein stated. J 

My Commission expires 12/16/95 

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. / ) 

My Commission expires 1%1§/Q5 



STATE OF . 

COUNTY OF 

§ 
§ 

BEFORE ME, the undersigned a u t h o r i t y , on t h i s day 
personally appeared , 

, of MERIDIAN OIL PRODUCTION INC., 
known to me to be the person and o f f i c e r whose name i s 
subscribed to the foregoing instrument, and acknowledged to me 
that he executed the same for the purposes and consideration 
therein expressed and i n the capacity t h e r e i n stated as the act 
and deed of said corporation. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL OF OFFICE on 
t h i s day of , 1992. 

MY COMMISSION EXPIRES: 
Notary Public 
the State of 

i n and for 
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EXHIBIT "C" 

Attached to and made a p a r t of t h a t c e r t a i n Purchase and Sale 
Agreement dated A p r i l 20, 1992, by and between 

DOYLE HARTMAN and w i f e , MARGARET HARTMAN, i n d i v i d u a l l y , 
as S e l l e r , and MERIDIAN OIL PRODUCTION INC., as Buyer 

ADDRESSEE LIST 

Amoco Production Company 
501 West Lake Park Boulevard 
Houston, Texas 77253 
A t t e n t i o n : J o i n t Operations - Engineer 

Apache Corporation 
1700 L i n c o l n , S u i t e 1900 
Denver, Colorado 80203-4519 
A t t e n t i o n : A c q u i s i t i o n s 

ARCO O i l & Gas 
600 North M a r i e n f i e l d 
Midland, Texas 79701 
A t t e n t i o n : J o i n t Operations - Engineer 

James E. Burr 
3803 Wedgewood Court 
Midland, Texas 79707 

Chevron USA, In c . 
15 Smith Road 
Claydesta Plaza 
Midland, Texas 79705 

A t t e n t i o n : J o i n t Operations - Engineer 

Conoco Inc. 
10 Desta D r i v e , S u i t e 100W 
Midland, Texas 79705 
A t t e n t i o n : J o i n t Operations - Engineer 

or Jud Wasson 
Jack F l e t c h e r 
2100 Wadley, U n i t 65 
Midland, Texas 79705 

L a r r y A. Nermyr 
H. C. 57, Box 4106 
Sidney, Montana 59270 

Ruth Sutton 
2 62 6 Mo s s 
Midland, Texas 79705 



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. 

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, 

UNION TEXAS PETROLEUM CORPORATION 
a Delaware Corporation, 

Defendant. 

CV 91-475(FR) 

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.O. 

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 

2 



AMENDMENT TO PURCHASE AND SALE AGREEMENT 

This Amendment to Purchase and Sale Agreement is dated this 6th day of May, 1992, 
between DOYLE HARTMAN and wife, MARGARET HARTMAN, individually (collectively 
•Seller"), with an address of Post Office Box 10426, Midland, Texas 79702, and MERIDIAN 
OIL PRODUCTION'INC., a Delaware corporation ("Buyer"), with offices at 3300 North •A" 
Street, Building 6, Midland, Texas 79705, amending that certain Purchase and Sale 
Agreement ("Agreement") dated April 20, 1992, by and between Seller and Buyer. 

Jn 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 the Agreement 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: 

"9. Closing. 

(a) Initial Clcsino. The initial Closing shall be held at 10:30 a.m. on May 6, 
1992, at the offices of Buyer at 3300 North 'A" Street, Building 6, Midland, 
Texas 7S705, or at any such time and place as Seller and Buyer may 
mutually agree in writing. At the initial Closing, Seller shall receive the credit 
set forth in Section 13 hereof and a partial payment of the purchase price 
in the amount of ONE MILLION FIVE HUNDRED THIRTY-TWO THOUSAND 
THREE HUNDRED FIFTY-TWO DOLLARS (51,532,352). Seller shall 
execute, acknowledge and deliver to Buyer an Assignment and Bill of Sale 
for the portion of the Interests as set forth cn Exhibit "A-1" attached hereto.' 

(b) Subsequent Closing. Pursuant to Assignment and Bill of Sale dated August 
25, 198S, effective September 1, 1989, 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 
"Assigned 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 operator, 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 operator, atj 



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. Buyer 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, 1992. Buyer, as successor operator, 
agrees to use such other reasonable 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 Subsequent Closing shall be held at the offices of Buyer at 33C0 North 
"A" Street, Building 6, 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 ($317,772). Seller shall execute, acknowledge 
and deliver to 8uyer an Assignment and Bill of Sale and Transfer of 
Operating Rights for the portion of the Interests as set forth in Exhibit "A-2" 
hereto. 

(c) The initial Closing and the subsequent Closing shall be collectively referred 
to herein as the Closing or Closing Date. To the extent there is any conflict 
between the provisions of Section 9 and 10 hereof, Section 9 shall control/ 

3. If Buyer has not received written acknowledgement from Assignor approving the 
transfer of the Assigned Interest from Assignor to Seller, in form satisfactory to 
Buyer, on or before Friday, November 13, 1.992, Seller's obligation to sell and 
assign, and Buyer's obligation to purchase and pay for, shall terminate as to that 
portion of the Interests as set forth in Exhibit "A-2\ 

4. The Stipulation For Dismissal With Prejudice and the Mutual 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 be no subsequent Closing. The 
failure of the parties to close on that portion 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 above. 

C00/Z00I91 TTO UHUIIJBH UBUIUBH STioa t -Ct-TOZSt-mG tC :80 ZS/90/S0 



MARgptET JHARTMAN 

BUYER 

MERIDIAN OIL PRODUCTION INC. 

B y _ 
Title: 

TOO/TOO® tCtTOZSriZTS iC^SO Z6/90/S0 



EXHIBIT "A-l 

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

BRITT "A" LEASE 

Date of Lease: 
Lessor: 
Lessee: 
Serial No.: 

Recording Information: 

Description of Assigned Interest: 

February 1, 1956 
The United States of America 
Harry M. Britt 
LC-031621(a) 
None, Unrecorded 

E/2 SW/4 of Section 6, T-20-S, 
R-37-E, N.M.P.M., Lea County, New 
Mexi co 

H.M.BRITT LEASE 

Date of Lease: 
Lessor: 
Lessee: 
Serial No.: 

Recording Information: 

Description of Assigned Interest: 

February 1, 1956 
The United States of America 
Harry M. Britt 
LC-031621(a) 
None, Unrecorded 

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: 
Lessor: 
Lessee: 
Serial No.: 

Recording Information: 

Description of Assigned Interest: 

February 1, 1956 
The United States of America 
Harry M. Britt 
LC-031621(a) 
None, Unrecorded 

W/2 SW/4 and SE/4 SW/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 Bill of Sale dated August 25, 1989, effective September 
1, 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. 
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CONTRACTS 

C-No. 3322 - Drilling and Farming Out Contract dated February 13, 1935 
and amended between Continental Oil Comoany1, et al and R. H. Henderson 
recorded at Book. 13, Page 3 in Lea County Courthouse, Lea County, New 
Mexi co. 

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

Gas Contract No. 4037 dated July 17, 1948, as subsequently amended, by 
and between Continental Oil Company (now Conoco Inc.), Standard Oil 
Company of Texas (now Chevron USA Inc.) The Atlantic Refining Company 
(now ARCO Oil and Gas Company, A Division of Atlantic Richfield), and 
Stanolind Oil and Gas Company (now Amoco Production Company) as "Seller" 
and El 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 Doyle Hartman, et al , 
and El Paso Natural Gas Company, et a l , as amended). 

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

Casinghead Gas Contract dated November 3, 1981 by and between Gulf Oil 
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 Warren Petroleum 
Company, a Division of Gulf Oil Corporation (now Chevron USA Inc.) as 
"Buyer". 

ASSIGNED WELLS 

Nell 
Name 

H. M. Br i t t #1 

Location 

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

Working 
Interest 

Net 
Revenue 
Interest 

45.670581 36.53647%* 

Wel 1 
Status 

Temporari ly 
Abandoned 

H. M. Br i t t #2 

H. M. Br i t t #3 

H. M. Brit t #4 

H. M. Br i t t #5 

H. M. Br i t t #10 

H. M. Br i t t #11 

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

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

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

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

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

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

45.570581 36.536471* 

45.670581 36.536471* 

24.837251 19.86981* 

24.837251 19.86981* 

Temporari ly 
Abandoned 

24.837251 19.86981* Producing 

Temporari ly 
Abandoned 

Temporari ly 
Abandoned 

24.837251 19.86981* Producing 

Temporarily 
Abandoned 
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H. M. B r i t t #12 NE/4 NW/4, Unit C, 
Section 7, T20S 
R37E, N.M.P.M. 

APO-24.837257. APO-1 9.85987.* Producing 

H. M. Br i t t #13 

Britt "A" #1 

Bri t t "A" #2 

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

SE/4 SW/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. 

24.837251 19.8698Z* "emporari1y 
Abandoned 

49.674471 39.7395761* Temporarily 
Abandoned 

49.674471 39.7395761* Temporarily 
Abandoned 

Bri t t "A" #3 NE/4 SW/4 Unit K, 
Section 6, T20S 
R37E. N.M.P.M. 

49.674471. 39.7395761* Producing 

Bri t t "A" #4 SE/4 SW/4 Unit N, 
Section 6, T20S 
R37E. N.M.P.M. 

49.674471 39.7395761* Temporarily 
Abandoned 

Britt "A" #5 

Bri t t "A" #6 

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

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

49.674471 39.7395761* Temporarily 
Abandoned 

49.674471 39.7395761* Producing 

B r i t t "A" #7 

B r i t t Federal MKA 

Britt Federal MKA 

Bri t t Federal MKA 

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

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

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

#8 SW/4 SE/4, Unit 0, 
Section 7, T20S 
R37E, N.M.P.M. 

49.674471 39.7395761* Plugged and 
Abandoned 

24.837251 19.86981* Temporarily 
Abandoned 

24.837251 19.86981* 

24.837251 19.86981* 

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 Interest figure 
reflects a 12.51 royalty interest (proportionately reduced). 



EXHIBIT "A-Z 

Attached to and made a part of that certain Amendment to Purchase 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: 
Lessor: 
Lessee: 
Serial No.: 

Recording In fo rmat ion : 

Descript ion o f Assigned I n t e r e s t : 

February 1, 1956 
The United States of America 
Harry M. B r i t t 
LC-031621 U ) 
None, Unrecorded 

E/2 SW/4 of Section 6, T-20-S, 
R-37-E, N.M.P.M., Lea County, New 
Mexi co 

H.M.BRITT LEASE 

Date of Lease: 
Lessor: 
Lessee: 
Serial No.: 

Recording In fo rmat ion : 

Descript ion o f Assigned In te res t : 

of Ameri ca 
February 1, 1956 
The United States 
Harry M. Britt 
LC-031621U) 
None, Unrecorded 

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: 
Lessor: 
Lessee: 
Serial No.: 

Recording Information: 

Description of Assigned Interest: 

February 1, 1955 
The United States of America 
Harry M. Britt 
LC-031621(a) 
None, Unrecorded 

W/2 SW/4 and SE/4 SW/4 of Section 7, 
T-20-S, 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 011 Company, et al and R. H. Henderson 
recorded at Book. 13, Page 3 1n Lea County Courthouse, Lea County, New 
Mexico. 

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

3. Gas Contract No. 4037 dated July 17, 1948, as subsequently amended, by 
and between Continental Oil Company (now Conoco Inc.), Standard 011 
Company of Texas (now Chevron USA Inc.) The Atlantic Refining Company 
(now ARCO Oil and Gas Company, A Division of Atlantic Richfield), and 
Stanolind 011 and Gas Company (now Amoco Production Company) as "Seller" 
and El 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 Ooyle Hartman. et al, 
and El Paso Natural Gas Company, et al, as amended). 
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4. Operating Agreement dated August 24, 1959 as amended by and between 
Anderson Prlchard Oil Corporation, et al. 

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

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

ASSIGNED WELLS 

Well 
Name 

H. M. Brit t #1 

H. M. Br i t t #2 

H. M. 8 r i t t #3 

H. M. Brit t #4 

H. M. Br i t t #5 

H. M. Brit t #12 

H. M. Br i t t #13 

Br i t t Federal MKA #5 

Bri t t Federal MKA #7 

Britt Federal MKA #8 

location 

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

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

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

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

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

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

NW/4 SE/4, Unit J, 
Section 7, 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 0, 
Section 7, T20S 
R37E. N.M.P.M. 

Working 
Interest 

18.75X 

18.757. 

18.75X 

18.75X 

18.757. 

18.75X 

50.00X 

Net 
Revenue 
Interest 

15.00X* 

I5.00X* 

15.00X* 

15.00X* 

15.00X* 

18.757. APO-15.00X* 

15.00X* 

40.00X* 

50.00X 40.007.* 

50.00X 40.007.' 

Well 
Status 

Temporarily 
Abandoned 

Temporarily 
Abandoned 

Producing 

Temporarily 
Abandoned 

Temporarily 
Abandoned 

Produci ng 

Temporarily 
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 Interest figure 
reflects a 12.57. royalty interest (proportionately reduced). 



MERIDIAN ©QL 

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 Meridian 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 
Bntt 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 
ofthe 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 Meridian receives a written acknowledgment from the NMFU 
parties, to Meridian's satisfaction, of the transfer from the NMFU parties to the Hartmans 
ofthe above-mentioned 18.75% interest in the 200 acres ofthe Eumont Unit not covered 
by the Britt 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. 
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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. 

/j 



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 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 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 
returned to Meridian the above-referenced Transfer Orders thereby confirming the 
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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 returned 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. 

j /har tmanAho/ ibr rVSn WS3 
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Apri l 8, 1996 

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

Re: Britt #2 & #12 Wells 

Gentlemen: 

On September 27, 1995, 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. 

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

Very truly yours, 

Don W. Davis 
Regional Landman 

DWD/JBS/cs 

cc: Atlantic Richfield Company 
Attention: Mr. John Lodge 
P. O. Box 1610 
Midland, Texas 79702 

Chevron USA 
Attention: Mr. James Baca 
P. O. Box 1150 
Midland, Texas 79702 

Conoco Inc. 
Attention: Mr. David Twomey 
10 Desta Drive, Suite 100 
Midland, Texas 79705 

Apache Corporation 
Attention: Mr. Scott S pence 
200 Post Oak Blvd., Suite 100 
Houston, Texas 77056-4403 

bcc Roy Mace 
Kathy Pols ton 

P O. Box 51810. Midland. Texas 79710-1810. Telephone 915-688-6800 
3300 N. "A" St.. Bldg. 6. 79705-5406 
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Mr. Doyle Eartman 
Oil Operator 
P. O. Box 10426 
Jiidland, Texas 79702 

Re: Order 
W/2 E/2 and E/2 W/2 of Sac. 7, 
T-20-S, K-37-E 

Lear .Mr. Hartman: 

"We received your letter of October 8, 1S91, requesting the Division to cancel 
the allowable granted to the Bri t t No. 3 and No. 12 Wells. You are correct 
that tha W/2 of the E/2 and the E/2 of the W/2 of Section 7 are an approved 
non-standard proration unit . I t is also correct that that, proration unit is 
simultaneously dedicated to the Brit t Wells Nos. 3 and 12, "both cf which are 
at approved unorthodox locations. Therefore i t would he correct that all 
production from either or both of those wells should be allocated to the 
interest owners in the entire proration uni t . 

However, i t appears that from Division records that these wells ara being fully 
operated in accordance with the rules and regulations of the Division. Any 
dispute between Doyle Hartman and Union Texas Petroleum and Meridian Oil 
is contractual and the Oil Conservation Division does not have the jurisdiction 
or authority to enter into or resolve such disputes. Nor does the Division 
have the authority to cancel the allowable of the well based upon a private 
contract dispute. 

Therefore your request to cancel the allowable fo r this proration unit is 
hereby denied. 

Sincerely, 

WILLIAM 
Director 

J. LEMA7?, 

V 
n 
t . 

WJL/RGS/dr 

cc: Jerry Sexton 
OCD - Hobbs 10CI 21 

- 1 ' c* r \ - j - , -r •< 

EXHIBIT 

K 


