
I I I . OVISHUEAI) 

Overhead - Drilling nnd Producing (>i>«>t nUons 

i . Aa compensation Tor administrative, supervision, oNice wirvicisi mid warehousing cosl.s, Operator shall clmrgR drilling 
nnd producing operations on either: 

(x ) Fixed Unto Basis, PariiKinph I A, cn-
( ) Perccnlngc Musis, l 'iirni;ni|ili l i t 
Unless otherwise agreed lo by the Parlies, such charge slmll liu in Hun of costs nnd cxpenncs of nil offices nnd salaries 
or wages plus applicable burdens nnd expenses of nil personnel, except those directly chargeable under I'nrngrnpli 
HA, Section I I . 'I'lin cost nnd expense of services from outside sources in connection with matters nf luxation, traffic, 
accounting or mnUcrs before or involving governmental agencies shall be considered as included in the ovcrlicnd rnles 
provided for in llic above selected I'sungi apli of litis Section I I I unless such cost and expense arc agreed to by the 
Parlies ns a direct charge to Ilia Joint Account. 

li . The salaries, wnges nnd Pornnnnl Expenses of Technical Employees and/or the cost of proressionnl coiisullaitl services 
mul con Unci services of technical pernnnni'l directly employed on the Joint I'roperty: 

( ) slmll he covered by tlic overhead rales, or 
(X) shall nol be covered by the overhead rales. 

Ml. Tho salnrles, wages nod Personal Expenses of Technical Employees and/or costs or professional consultant services 
nnil contract services of technical personnel either temporarily or perninncnlly unsigned In and directly employed in 
the operation of the Juint Property: 

( ) shall bo covered by Ihe overhead rales, or 
( x) slmll not bo covered by Ihe overhead rates. 

A. Overhead - Fixed Halo Masis 

(1) Operator shall charge the Joinl Account at the following rates per well per month: 

Drilling Well Itale $ ._5.rQQQ-..00-. 
(Prorated for less than a full month) 

Producing Well Itale ? -50Q..Cia 

(2) Application of Overhead - Fixed Halo Hasin shall lie as follows: 

(a) Prilling Well Kate 

(1) Charges for drilling wells shall bci;in on the dale the well is spudded nnd tcrmlnnln on Dm dnlo Die drill­
ing rift, completion rig, or other unil.n used in completion of the well is released, whichever Is Inter, except 
lhal nu charge KIISIII be mmle during suspension of drilling or completion operations for fifteen (If.) or 
more consecutive calendar days, 

(2) Chnrgcs for wella undergoing nny type of worliover or recompletion for n porlod of five (6) consecutive 
work days or more sliiill lie mnde nl the drilling well rale. Such charges slmll bo nppliod for lho period 
from date worliover operations, with rig or other units used In worliover, commence through (Into nf rig 
or other unil release, except thai, no charge shall be mnde during suspension of operiitlonn for fifteen 
(15) or more consecutive calendar days. 

(b) Producing Well llal.es 

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

(2) Kncli nctive completion in a mulli-compleled well in which production is not commingled down hole slmll 
be considered as a mic-wcll charge providing each completion is considered a ncpiiriilc well by the govern­
ing regulatory iiulliority. 

(!t) An inactive gns well shut in because of overproduction or failure of purchaser lo tnlio the production slmll 
be considered as u one-well charge providiiiK Hie gns well In directly connected la n pcriiuincnl sides 
outlet. 

(•t) A one-well charge shall be made fur the month in which plugging nnd nlmndnniiient opernlions nrn com-
lilelcd on any well. This one-well charge shall be made whether or nol tho well has produced except when 
drilling well rale applies. 

{!}) All other inactive wells (inchiiliiiK but not limited lo innctivo wells covered by unit allowable, lensc ulluw-
ahle, transferred allowable, etc.) shall mil. qualify for an overhead charge. 

(H) The well rates shall be adjusted as of Ihe first day of April each year following the effective (Into of the agreement 
to which Ibis Accounting Procedure in attached. The adjustment shall bo computed by multiplying lho rale cur­
rently In una by lho pd'cciilngo hieruano or dceroniiu in lho nvuriiRO wooltly earnings of Cruilo Pelrnloum nnd Una 
Production Worltera for the Inst calendnr year compared lo the cnlondnr yonr prucodlng na nliown by llio Index 
of nvcrngo weekly enrnings of Crude Petroleum nnd (!;is I'rodiicllon Worliern ns published by the United Slnlcs 
Depnrlmcnl of l.nhor, lliircntl of l,ahor Statistics, or the equivalent Canadian index ns publislicd bv Klalisllcs 
Canada, ns applicable. The adjusted rates shall be the rales ci B E F O R E T H E 
J U " l m o n L OIL CONSERVATION DIVISION 
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( i ) Operator shall clinr|:e the Joint Account al. I.lie followini! rales: Submi t t ed By: 
R i c h a r d s o n P r o d u c t i o n 
Hearing Date: July 1 1 , 2 0 0 2 
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ERNST & YOUNG 

2001 SURVEY 

MONTHLY DRILLING WELL FIXED OVERHEAD RATES 

MONTHLY PRODUCING WELL FIXED OVERHEAD RATES 



rsew Mexico 
Monthly Drilling Well Monthly ProducingWell 
Fixed Overhead Rates Fixed Overhead Rates 

Depth j Minimum Average Median Maximum j i Minimum Average Median Maximum 

0-5,000 $1,510 $3,567 $3,500 $6,534 $200 $381 $3i) $719 

5,001 -10,000 $3,000 $4,772 $4,250 $7,507 $200 $523 $527 $918 

10,001 -15,000 $4,250 $6,121 $6,000 $8,061 $425 $639 $600 $1,101 

15,001-20,000 $9,131 $9,131 $9,131 $9,131 $1,219 $1,219 $1,219 $1,219 

Over 20,000 

No Depth Limit $1,500 $5,822 $5,641 $10,123 $325 $1,246 $830 $7,118 

FIXED-RATE OVERHEAD SURVBY 18 


