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Rule 7 (d) Well Density in the “High Productivity Area’:

One optional infill well in the “High Productivity Area” may be drilled within a
GPU in accordance with Rule 7(a) and 7(b) pursuant to the following procedures:

1. Operators of an existing GPU which contains an original coal gas
well who desire to drill an optional infill well shall send a copy of
its Application for Permit to Drill (“APD” including NMOCD
form C-102 or Bureau of Land Management from 3160-3) to
adjacent operators by certified mail-return receipt requested
advising that they have twenty (20) days from receipt to file with
the District Supervisor (OCD-Aztec) a written objection to the
application.

2. An adjacent operator shall be any operator of a Basin-Fruitland
Coal Gas GPU whose side boundary or corner adjoins the side
boundary or corner of the quarter section in which the proposed
optional infill well is to be located.

In the event the operator of the proposed optional infill well is
also the operator of an existing adjoining GPU, then a copy of
the APD shall be sent to all working interest owners in that
GPU.

3. The District Supervisor may approve the APD, which has been
filed upon expiration of the twenty (20) day notice period and
certification by the applicant that all adjacent operators have
received notification and no objections have been received within
the twenty (20) day notice period.

4, In the event an objection is timely received, or upon the District
Supervisor’s own initiative, the application shall be set for a hearing
before a Division Examiner.

Case No. 12888
Phillips Ex. No. 16-A
July 9, 10 2002
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