P.O. Box 11005 7RILOGY OPERATING, INC. 915/699-1410
Midland, Texas 79702 FAX 915/699-1113

—

The Operating Agreement and COPAS that will be used for the Howser #1 is the same as was
previously submitted and approved for the Compulsory Pooling Order No. R-11302 for Trilogy
Operating, Inc.’s Dreessen #1 well drilled and completed in the SW/4 NE/4 of Section 1, T-20-S, R-
38-E, Lea County, New Mexico. As testified to in Case No 12305, we propose to use a Drilling
Overhead Rate of $4,500.00 and a Producing Overhead Rate of $450.00. The attached page reflects a
summary overhead rates compiled and printed in the annual American Association of Professional
Landman’s Directory.
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