
PRO NEW MEXICO, INC. 
141 E. PALACE AVENUE 

SANTA FE. NEW MEXICO 87501 
(505) 988-4171 

Telefax (505) 988-4548 

September 21, 1992 

VIA FEDERAL EXPRESS 
Ms. Mary Lou Drywater 
Supervisor, Realty Specialist 
Navajo Area Office 
Real Property Management 
Bureau of Indian Affairs 
301 W. Hill 
Gallup, New Mexico 87305 

RE: Section 5: NW/4 Township 25 North, Range 11 West 
San Juan County, New Mexico 

Dear Ms. Drywater: 

Pro New Mexico holds oil and gas lease USA SF-078899 on the SW 1 /4 
of Section 5 in T25N, R11W which together with the above-referenced tract form a 
potential 320 acre proration unit for the development of a gas well in the Fruitland 
Formation. The referenced track is Navajo Indian land administered by your agency. 

Some weeks ago our inquiry elicited the information that this tract would 
soon be included with other unleased acreage for a competitive bid sale to take place 
this October. Thereafter, having received no written notification as had been 
requested, our office made a follow-up call last week and to our dismay we are 
advised that the tract may not be sold prior to the end of this year, due to something 
concerning a defect in an environmental statement. 

Under Section 29 of the Internal Revenue Code wells drilled prior to 
January 1, 1993 completed in the Fruitland Coal formation qualify for the non-
conventional fuels tax credit on volumes produced. I am sure that you and your 
agency are well aware that this provision of the tax law has motivated extensive 
drilling over the past few years in the San Juan Basin. That drilling is coming to a 
close due to the deadline. Accordingly, the interest of Pro New Mexico in developing 
this property is dependent upon obtaining a lease in sufficient time for a well to be 
drilled before the end of the year. Of course, to drill a well by that time requires at 
least 8-10 weeks of preparatory planning, permitting, drilling application and other 
paper work. 

BEFORE 
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Mary Lou Drywater 
Page 2 
September 21, 1992 

If the lease of the 160 acre Navajo tract does not move forward on the 
October 1992 schedule it is highly probable that this acreage will never be developed. 

The Bureau of Indian Affairs should be advised of the offsetting Fruitland 
Coal Development impacting the Indian land in question. Enclosed is a map which 
illustrates the circumstances. Development has occurred or is occurring surrounding 
this tract. Of most significance are offsetting wells on the E 112 of Section 6 and on 
the S 112 of Section 32 in Township 26 North. The mineral acreage underlying those 
subdivisions is federal or state lease. The obvious result of failing to lease this Navajo 
tract in a timely manner so that a Fruitland well can be drilled this year, is that the 
Navajo Indian mineral interest will suffer drainage to these other wells. In its statutory 
obligation to the Navajo Tribe we urge the BIA to consider the crucial importance of 
the NW 11A of Section 5 being afforded the opportunity for development and for the 
commensurate royalty income to be derived by the Navajo beneficiaries as contrasted 
with inaction which wouid allow the natural resource to be lost to other lessors and 
the income flow to other royalty owners. 

We request your most urgent consideration of this subject and advise you 
that I or other representatives of Pro New Mexico, Inc. will be pleased to discuss this 
with you on short notice. 

Very truly yours, 

PRO NEW MEXICO, INC. 

J . E. GALLEGOS 
President 
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OIL & GAS PRODUCTION AND PROPERTIES 

(505)988-4171 • FAX (505) 988-4548 • 141 E. Palace Ave. • Santa Fe, NM 87501 

VIA TELEFAX 
<602) 871-5151, Ext. 5122 

October 2, 1992 
Ms. Mary Lou Drywater 
Supervisor, Realty Specialist 
Navajo Area Office 
Real Property Management 
Bureau of Indian Affairs 
301 W. Hill 
Gallup, New Mexico 87305 

Re: Section 5: NW/4 
Township 25 North. Ranoe 11 West 
San Juan County, New Mexico 

Dear Ms. Drywater: 

Ten days ago, on September 21, 1992, I wrote you concerning the above-referenced 
160 acre Navajo tract which we believe to be open for lease. Pro New Mexico holds a federal oil and 
gas lease on the SW/4 of Section 5 and wishes to combine the acreage to form a drilling unit for a gas 
well in the Fruitland Formation. Because of the year-end expiration for the well to qualify for tax 
investment crediting under Section 29 of the I.R.C. it is imperative that the B.I.A. give its prompt 
attention to making the acreage available for lease and development. 

Pro New Mexico would direct your attention to the provisions of Section 70-2-17C 
NMSA 1978 which provides that where owners (including owners of the minerals) of tracts embraced 
within a proration unit have failed to agree to pool their interests the New Mexico Oil Conservation 
Commission can order a forced pooling so that a well can be drilled to protect correlative rights. Of 
course. Pro New Mexico would much prefer that the B.I.A. (a) lease the acreage to it or other lessees 
who would communttize the acreage with the SW/4 or (b) agree to a pooling of its mineral interest so 
that a well might be drilled. Something must be done in the very near future due to the expiration of 
the Section 29 credit and the necessity of protecting the involved correlative rights related to the W/2 
of Section 5. 

Please be advised that since our last letter Giant Exploration & Production Company has 
completed a direct offset Fruitland Formation well, the Buena Suerte 32-L Com. 1 in the SW/4 of 
Section 32 of Township 26 North, Range 11 West. That well is shown as a "Frurdand location" on the 
map that accompanied our September 21,1992 Letter. 

Very truly yours, 

PRO NEW MEXICO, INC. 

( J . E. Gallegos 
President 
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VIA FEDERAL EXPRESS 

Ms. Mary Lou Drywater 
Supervisor, Realty Specialist 
Navajo Area Office 
Real Property Management 
Bureau of Indian Affairs 
301 W. Hill 
Gallup, New Mexico 87305 

Re: Section 5: NW/4 
I_o_w n sh i p_ 2 5 _N o n h, R a nQ e 11 We st 
San Juan County, New Mexico 

Pro New Mexico seeks to drill a Basin Fruitland Coal gas well on a 320-
acre proration unit consisting of the W/2 of Section 5 in T25N, R11W. We have 
called you several times about this and reference is made to our letters of September 
2 1 , 1992 and October 2, 1992. 

We have requested that the unleased NW/4 which the B.I.A. administers 
as trustee for Navajo Indian allottees be made available for competitive bid. With the 
passage of time it is becoming evident that that is unlikely to occur sufficiently soon 
to allow preparation for and the drilling of a well before year-end. 

As an alternative to leasing the acreage, Pro New Mexico solicits the 
B.I.A. to voluntarily pool its mineral interest in the acreage with Pro's federal oil and 
gas leasehold of the SW/4 (USA-SF078062) to form the standard Fruitland Coal 
proration unit. In that regard we furnish you: 

1 . A Well Cost Estimate for the drilling of the proposed well. 

2. A proposed Joint Operating Agreement for drilling and operation 
of the well and unit. — — — 

October 9, 1992 

Dear Ms. Drywater: 

BEFORE W ' "< CATANACH 

JOkitx. 



Mary Lou Drywater 
Page 2 
October 9, 1992 

If your agency is willing to join its acreage we will submit a 
Communitization Agreement patterned on those agreements the B.I.A. and Giant 
Exploration & Production Company have entered into for Fruitland Coal wells in this 
same area. 

Should we not have a positive response from you by October 2 1 , 1992, 
Pro New Mexico will understand that the B.I.A. is unwilling to either (a) immediately 
make the acreage available for oil and gas leasing or (b) voluntarily pool its mineral 
interest as above requested. In that event, Pro New Mexico will apply to the Oil 
Conservation Division of the Energy, Minerals and Natural Resources Department of 
New Mexico for a non-standard proration unit to consist of only the SW/4 of Section 
5 or, in the alternative, to compulsory pool the NW/4 of Section 5 administered by the 
B.I.A. 

Thank you for your consideration of this matter. As always, we are 
available for discussions at your call. 

Very truly yours, 

PRO NEW MEXICO, INC. 

President 

cc: Bob Fielder 
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fits 1366*88 $388.93 
Ful 
lental Ewipt*Ttt til888*88 
Ccrinj 
Cawd Hclt Usjiaj, PfTfffTi*in| •2,598.88 
Acidizi-j, Frarturinj $2B,?W.N 
fcclcjic*l Strvlcts 
EejiTSffrini Service* •l.HS.W $2,48.1* 
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IA.A.P. 

MODEL FORM 

,610-1982 

LNG AGREEMENT 

OPERATING AGREEMENT 

DATED 

, 19 

OPERATOR Pro New Mexico-. Tnc. 

CONTRACT APPA T25N, R11W 

Section 5; W/2 

COtTNTY OR PARISH OF STATE OF —New Mpvim 

comuoHTiro — ALL RIOHTS RESERVED 
AMERICAN ASSOCIATION OF PETROLEUM 
LANDMEN, UOt CONTINENTAL UTE BUILDING. 
PORT WORTH, TEXAS. 76102, ATPJtOVED FORM. 
A . A . P . L . NO. 410 - 1»I2 REVISED 



. AA.P.L FORM 610 - MODEL "̂ RM OPERATING AGREEMENT -198? 

CU1DANCE IN THE PREPARATION OF THIS AGREEMENT; 

1. Title Page • RD fa blank* et appllcabW. 

2. Preamble, Pay I ' Enter SUM ef Operator. 

5. Artide II - Exhibits; 
t» ladkatt Exhibia to be attached. 
(b) If it it desired the DO refer tact be made to ê iHlIsaiminatka, the reference to Exhibit " F " should be dekwd. 

4. Article IHJ. • fattrtro of Parties fa Goto md Production • Enter royalty fraction a» agreed to by parries. 

5. Article IV A. - Tide goafatoon • Select option at tgntd to by the parties. 

6. Article TV.B. - LOP of Tide • If "Joint Lost" of Tnk it desired, the Mowing chanjts should be made: 
(•) Delete Articles IV J J and TV3.2. 
(b) Artide IVJB.3 • Delete phrase "ether than those set forth in Artide* IV.B.1 tad IV.B2 above." 
(c) Ardcie VILE. • Change reference at end of Ae fine grtamadcal psnifraph from "Artide TVJ.2" » "Artide IV.B.3." 
(fi) Article X. • Add as the concluding leaaeace • "AU datnu or suits favohring title to my interest sub|ect rn this agreement shall be 

tressed a* a dtJm or • suit against aU parties hereto." 

7. Artide V - Operator • Enter name of Operator. 

& Artide VIA • tnrrtal WeH 
(t) Date of cornroeacernent ef driTKrx 
(b) Loodon of wttt. 
if) Obligation depth. 

9. Artide VLB 2$) • Subsequent Open tiara • Enter penalty percentile at agreed to by panics. 

10. Artide Vl.C. • Taking Production In Kind • If a Gas Balancing Agreement it not in existence nor attached hereto as Exhibit " E " . then UK 
Alternate Page 8. 

11. Artide VIID.I. • Limitation of Expenditures - Select option as eejreed to by parties. 

12. Article VILD.3 • TJrntratirin of Expenditures • Enter Hmltation of expenditure of Opera ior for sinj,le project and amount above which 
Operator easy furnish information ArE 

13. Article IX. • Internal Revenue GacV Election • Delete this article in the evmt the agreement is s Tax Partnership »nd Exhibit "G" is at 
cached. 

™ awvH. y .rhliTM wnA T . Frinv darm limit at tared W br parties. 

13. Artide XIII. • Term of Aarctmant: 
(a) Select Option ss agreed to by parties. 
(L) If Oyti&A Ke. 3 b aaluatod. antor atrood nuabe of days in ram (7) hrtntrs 

16. Artide XTV£ - Governfaf Law • Enter state a* agreed to by parries. 

17. Signature Pay Enter effective data. 

I 



A A J J - FORM 610 • MODE1 ^ORM OPERATING AGREEMENT -198' 

T A D L E OF COhTTgMTg 

Tnu J»£ 

L DEFTNTnONS 

IL EXHisrrs 
1XL INTERESTS OF PARTIES 

A. OIL AND GAS INTERESTS 
E . INTERESTS OF PARTIES IN COSTS A N D PRODUCTION 
IL EXCESS ROYALTIES, OVOTDIIJISJC FTOVALTUA AMD OTHFV P« YMFNTS 

D. SUBSEQUENTLY CREATED INTERESTS 

TV. TTTLCC . . . . . . . . . . . i , , i, 
A. TTTLE EXAMINATION 
B. LOSS OF TTTLE 

1. Fsilnre of TW* 
2. Lax by Non-Payment or Errooecut Payment of Amount Due 
3. Other LOBS 

V. OPERATOR 
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR 
1. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR. 

1. Resignation or Removal of Operator 
2. Selection of Soccaaaor Operator 

C. EMPLOYEES 
D. DRILLING CONTRACTS 

'-3 

VI. DRILLING AND DEVELOPMENT 
A. INITIAL WELL 
B. SUBSEQUENT OPERATIONS 

1. Proposed Opcranoru 
2. Operations by Lea than AD Parties yt l 
3. Stand-By Time 
4 Sidetracking 

C TAKING PRODUCTION IN KIND 
D. ACCESS TO CONTRACT AREA AND INFORMATION 8 
E ABANDONMENT OF WELLS 8 

1. Abandonment of Dry Holes , 8 
2. Abandonment cf Wells that have ProducwJ 8-9 
3. Abandonment of Non Consent Operations 9 

VII. EXPENDITURES AND LIABILITY OF PARTIES 9 
A. LIABILITY OF PARTIES 9 
B. LIENS AND PAYMENT DEFAULTS 9 
C. PAYMENTS AND ACCOUNTING 9 
D. LIMITATION Of EXPENDrTURES 9- l 0 

1. Drill or Deepen 9-10 
2. Rework or Plug Back 10 
3. Other Operations • 10 

E RENTALS. SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES 10 • 
F. TAXES 10 
G. INSURANCE 11 

VTA. ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 11 
A. SURRENDER OF LEASES 11 
B. RENEW At OB FXTFWION OF I FACTS 11 
C. ACREAGE OR CASH CONTRIBUTIONS [[[[[ 11-12 
T>. MAINTENANCE Or UNIFORM INTUUri 12 
E WAIVER OF RIGHTS TO PARTITION ^ ... 12 
F. PREFERENTIAL RIGHT TO PURCHASE 12 

DC INTERNAL REVENUE CODE ELECTION 12 

X. CLAIMS AND LAWSUITS * 1 3 

3D. FORHF. MAJEURE £ 13 

X1L NOTICES ^ a 

Xm. TERM OF AttPKTTWENT :'hi , a 
• ' • • I I . I . 11 • 1511 a ? 

XTV. COMPLIANCE WITH LAWS AND REGULATIONS J ^ ' ; 14 
A. LAWS, REGULATIONS AND ORDERS 14 
B. GOVERNING LAW i.^;.':>\i4 
C SCCULATOnY ACENCHt >;y\ '"'>'• Jr» !-j 14 

XV. OTHER PROVISION'S 

XVI. MISCELLANEOUS f'T^'"- 15' 

11 



AAPJL FORM 610 - V "OEL FORM OPERATING AGRKEMENT--1962 

OPERATING AGREEMENT 

Tim Afaw>vxrwL 1 u. . ^ ^ Pro New M»YI rn Tnr 
141 fc. Palace A v e . . Santa Fe . NM rUSQi Wremate desirnami nd 
•Bcrrcd lo at *X)pentor**,aDd tbe agtatn-y pan/ ot atrrjet other dun Oporaiof, aomrdtnea hereinafter raferred to individually herein 
m "H*OtmV*'\md er*eetr»eJy • 'Titm Cy»itn". 

lrnTilSSETH: • 

fit 'w7HHlfiA3, tU yatiM* Iw iLi. «M M U M af sfl saul gat learer w*tfrw f* «w4 gti fntrrrirt tn TTtf bmrl •Vflrtfinl in 
11 Bdtlt«"A",a*^rbi9B» 
12 froduerfon of aQ tad fat»«W talent ad ae ttntatrnv araridad. 
IS 
J4 tAOW.THPJcTJORi; k • apted as fsTW 
13 
4* AKTIC1B1 

11 
19 At aaad ic this agrwaaeu, tfx Wbwmf words aod «**» afeaB am me mtmfop bare acnbrd to them: 
30 A. IW ara *W aad fai" ahaS aaa* afl. fat. taatngSssd fat, gat twdonstir, aad aS otfcrr Xqnirf or gataoui bydrtarbaas 
21 aad aria snarfcetable aatiaanru trodund therewith, atta an brant an kmh th* tortus! isata ef sta term It apadficall* atued. 
22 1. T*e a m "oil and a - aaat", *1aac%* and *!aaseboU" cad aaaa *e «D aad ft* laaea covering traca of land 
25 ljfeJ! wt*"n tbe Coairact Am whlrh mr rnnritj+e prion tib*m*au. 
24 C Ike mm *\af aod pt fcaati" ansD tnear. aaaWaaal W aud atWa! hnarisn ia n a s af aod trier, withm tb* 
23 Causa Area which arc owned fey janiai te this agistment. 
26 D. Tat term "Conoma Am" dull aaaan al ef Ae lands, oil and gas leasehold bormts and oO and gu fcuerera intended to be 
27 shwsfcjBuf end operated far ofl sssd fs* purposes under this agreement, fact sands. ot! and gsu laasrhnM mtercst* and oil and gas twam 
21 are ascribed fa Exhibit "A". 
29 E. The tern "cHUng Brit" shaH mean the area soed ior the artSmg of one weO by order or rok of toy stste or 
30 • asdertl body hsraif, authority. B a driSm^ unit it sot fixed by any scch rule or order, a drUkng ash than be the drilling unit at establish-
31 ad by the pattern of eVilfej in the Contract Am or at fixed by express agreement af the Drilling Parties. 
52 f. The term "drQkht" snail mean the cal and ga« lease or interest on which a proposed **& • » be txsttd. 
33 6. IW tema "Drltling Party'* and **Cbnsenni)j Party" ahai mean a party who agrees to jean ia aod pay Ja shar* of tht coat of 
34 aa; opcrtucai conducted under the prtMtians of this agraement. 
33 H. Tbe terms "NcB-Drillinj Party" and 'Tta-Consenring Party" abaU snots a party who ekco aot to paroefpaa 
36 at a proposed operation. 
37 
36 Unless the cecum otherwise eJearty indicates, words ased in the sangukr indude the ptaral. tbe plnral snrliidiw the 
39 fJngnkr, asd the neuter gender includes the nuscnnnt and the arminme. 
40 
41 ARTICLE H. 
42 EXHIBITS 
43 
44 IW sallowing eth&itv sa tB&ated bdew and attached hereto, are hmepaated is aad made s pan hereof: 
43 D A Exhibit "A", shall include the fellowmg fefarastion: 
46 (1) lrWrtdrVstiap of kanda aabject to dtk agarrnsm. 
47 (2) Restrictions. V sry, as so depths, fonurjons, ar ansarrvai, 
41 0) xVreeatages or fncrional anareso of paroes » tjaii agreaaeni, 
49 H) OB and gas aaa sadfe* afl aad fat letercso asbko to thit statement 
30 C5) Addranex af tarries iar aooa parrpoacs. 
31 D r t. Eahihii "B", Form of Lease. 
32 C Exhiit "C". Accounting r*reeadurT. 
33 D D. Exhibit **D", laaurance. 
34 & E. IxWbft **E". Gas BaJandng Agrwatncm. 
35 D F. Exhibit *T". NoD-Dacrnsioatjee aod Caetification of Non-Segiegatixl Faolincs. 
36 D G. fchJbfe "C",Tax Ptriaarship. 
37 at any arosWon of any tshsbii, sstcept fid^bes **E" aad " C " , k rtconastrst with any provkion csmtmed fc^hr body 
3f af BM ajreeneg, me aj^aiuut ia the body of this aajmrnant shall prevail. 
59 
aO 

£2 fck 

60 
«7 



AAFX FORM 610 ' ~~ tODa FORM OPERATING AGREEMF"r • 1982 

X ARTICLE ID. 
a INTERESTS OF PARTIES 
9 
4 A. OHmiGmhamMUi 
5 
* *axtf We^weJaaat fataBtrtB^ 

f aaal k* sataaed » cw* both the royelry saserest reacmd fa sv«± base said the interest of ihe sstaw thereunder 

t 
10 8. Ummt *Httkil*Comm*Trulmaiom 
11 
12 Lksiat dttflfo! ty otber arewiaoot, d n n t t ! lebutries assarted fa operettas onoV aha tfreerncnt staJJ be borne and 
13 fts«I.e<^tlltont»e«mt^ 
14. lortbfaIjihIbri''A^I» 
23 T T — - • i ' T M « « ' * ' — a s r e s e r v e in I P S C P C .whichthsBbebornetsbreW»aetfcnh 
lo 
1? afcjxrdlea of whkh perry fast eaoeribtned the leeeefj) tndJhr ai one* get fatcrsst£s) hereto ea wtkt loysby a due end 
I t ftjtfcit^atchatfTjaBa^tt 
19 cassessWtnidoracbWs^tntheeqearf 
SO asj^asrria fret ten asyh 
21 ay axh party, a> any onVr party's kstsor er royaky owner, and a* any such other perry't taster or loyalty owner should demand end 
22 emtaiiirfiawtafttltte^pefatia^ 
23 aseh high* orfce. 
24 
23 ffetbinj coDtsfead la this Article C U . shsll be deemed at aatomeet or eroo-esaigrimcnj of interests covered hereby. 
26 
27 C Iscaa loyahiaa, O t̂rridiag Rojrthiet tod Othar ftysnestt: 
2B 
29 tJUaa changed by other arovisloni. 8 the interest of say party fa any Isaac covered twreby is subject to any rvyalt; 
30 overriding royalty, produakxi payment or other burden on production » excess of the amount stipulated in Arrklr LU B., auch party t 
3) anrdened thai! —una and alone bear aO such areas tH;r"''""' and shall tndemai/y snd hold the ether psrtiet hfmo harmless (rom sr. 
32 and aS claims tad demands far payment aaatnid by owners af tech excess bordac. 

55 
34 X>. Sobaaqoeady Crest tad tatarartxi 
35 
36 V any tarty should haesfni crwut an overriding royahy, peodunion payment or other burden payable out of product* 
37 attributable to id worloaf, interest hcrnmda, or if such s burden caned prior to this agreement and it not sat forth m Exhibit "A", i 
35 « n not disclosed m writing to aD other panio prior to the execution of this agreement by aU parties, or it not a jointly acknowledged ar 
» — i»» 1 *t£*>Ci« af atl f t a l « (•*» kmwn rami* l«.»'o->fl» irtn*< IA tt **W(hvmimtl» rmiTrd mrrfSra" BTTtlPlW'f of C 

40 tB&ing of its creation and the parry out of whose working aucmi the subsequently created mrrrcxt i» derived being henaaaiier refVrr 
41 an at 'tedened party"X and: 
42 
43 1. If the hardened party it required ander thit ajpeemrm to sarign or rtiinqusrh to any other parry, or parties, all or a port: 
44 oi its suli&j ia tri est axxLbr the produrricr asnhutabb memo, aaid uth*r part), or parties shaD racefn said awxnmem aruj 
43 production free asd ckar of and suhaeqttrnrry created interest and the hardened party shall indemnify and save aaid other par 
4g cr panic*, hertnkas from any aod aS datmt and demands far payment assrrW b> owaert of (ht subaeouendy created mtcrc 
47 
48 
49 2. tiv kardcrwd parry fcak to pej, when due. ht share c/expenses cfcargnahle aammder.ti provtskwi of Article VB B shal 
30 onfrM* against the anhseouentfy created interest in the aame manner at they are enforceable against the working iaterer 
31 the hardened perry. 
32 
33 A2TJCLEIV. 
34 TITLES ~ 
33 
36 A. Tide Eatmioatlont 
57 ^ 
58 HcU oa—'miir n chaS ba w«fc »w> rV ArflMv nf any rtTevwrl «n»S prior SB eaeB/ntflcniwiit af drfllifljt ooersriwru e 
3V t>< Drffliflg Htroa ao reqtwat, txkaaautmKtimuibeotAt oa&*kmo,m&kM JasaJta»iuua^Ul»Jpl (wi ^LAMA w]se in 
tO ad, in the itQIm tmit around soch weH The opinioc wQl indude mc owncrtlnp of the working mtcmt, minerah. royahy, awvrrv 
61 terrtlty snd prndactian peymnu under the applicable leases At the time t wcC • proooatd, each party cootributint. leases andirtxC 
62 gas mterera es the driBxitt, or to bt sxdudrJ in tijeh dHning mm, shall fum>ah so Operator til ahstrens C<r>dadtai itdertl kacu t 
69 asfora). thle opinlocs, ttrk papers and curative aattrial m ha teaseaaion free of charge. AP auch faformtrion not in the possesion 
64 antde arm&able to Operator by the atrnc*, but aecesaary far the exsannaT»c<i of the title, shall be obtained by OfinwJQfS^toi 
45 assuar JJr — ̂  ——*—1 Is d l ^ j i ** lu aui ar by swaiee aatosneyc. Oapiar af aO title optniorn thsll ha nrfrrftVrl inrw î • 
46 aartm. The coat tnenrrad by Opemcr sa this tiile pragrem ahaS a< borne aa ID&OWS 

44 O Optfan No. 1: Cato faeurrtd by Operator fa prooarbg ahttracti and title assassination (kadudmg praWjao^^^fcrv. 
69 *ot-tn gas royahy spfasoaa tad dhttfon enfcr tnk optniontj shaH be s part of mc aanvnistraa've overhead as ptovjdefrwSrWr1 

70 aaj ihaB tm be a tVen daYfe, v i » ^ j • ••>«•-••<> 
• 2-



AA.P.L FORM 610 - V'^EL FORM OPERATING AGREEMENT—J9fi2 -

ARTICLE IV 
continued 

1 D Option No. 2: Com incurred by Operator b procuring abstracts and im paid outside attorney* (or title oummtnon 
2 fmdodinjr; prcUmirury, supplemental. Shut-m gu royalty opinion* ami ojvttioo order ddt vylu\*u) J- 1 11~ I***-- I , ll*. D.ZLig Paiwan 
J in the proportion thai the interact of each Drilling Party bean to thr total interest ot ail Uniting rariiet as such miaou «u«u iu Ev 
4 tnoit "A ".Operator than make UUWIUUUK L* K l . w .^kred ay Its aoarnrjT. <*• other cw~r™™*> tn m̂  prrWumrr nf the above 
} firnfiinns 
6 
7 Each party ahall be responsible for securing curative matter and pooling amendments or agreements required in conrnxtkm 
8 *fch leasts or oil and gu is teres ts contributed by such parry. Operator shall be respomibW tor the preparation snd recording of pooling 
9 desixnationi ur declaration* as weH as the conduct of nestings before governmental agenor* ior the securing of sparing or pooling orders. 

10 This shall not prevent any parry from appearing on hs own behalf at any such hearing. 
11 
19 >i» «i»ti w. ititui #». * • r«Mrwf Am «tnHI tker (\\rhr litlr to the drilijilt or drilling unit hss been examined at above 
13 provided, and (2) the title hat been approved by the examining attorney or title ha* been accepted by all of the parries who arc to par-
14 tjdpetc in the drilling ut the well. 
13 
16 B. lots of Title: 
17 
IB i . raaJureuf TluVj.aUMilJ «u> «J •UJJ«M.I U WI — UAU, aa latttf* <*U»^I,UJUI .1.•...„(. f.H.... ,J I'.IV. wKL»h lrmntiimm n 
19 reduce on of in teres trom that shown on Exhibit "A", the party contributing the tffeaad lease or interest shall have ninety (90) days 

- 20 from final determlnatjon of tide faltua- to acquire s new lease or other mstrument curing th* entirety of the title failure, which acquisi-
21 tion wiE not be subject to Article VTTI.B., and iailing to do ao, this agreement, nevertheless, shaD continue in fcrcc as to all remaining oil 
22 and gu leases and tmerexts. aad, 
23 (a) The parry whose otl aod gaa ktsse or interest is aftected by the rhlc failure shall bear alone the enrlr* lou and it shall not be 
24 tarided to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred, 
23 tat there shall be DO additional habfihy on ita part to the other parties hereto by reason of such tnk failure; 
26 (b) There shall be no mroactfvt adjusrrrunt of expenses incurred or revenues received from the operation of the interest which has 
27 been lost, but the interests of the parties shall be revueJ on an acreage basis, as of the rime h is determined finally that rhle failure has oc-
28 curred. so that the interest oi the party whose kaae ur interest it affected by the title failure will thereaftar be reduced in the- Contract 
29 Area by the amount of the Interest lost; 
30 (C) If the proportionate Interest nf the other perrka hereto in any producing well thereto! ore drilled on tha Can iraa Area is 
31 increased by reason of the title failure, the party whose title has failed shall receive the prrxrrctt attributable to th« increase in such m-
32 teresi (less costs and burdens attributable thereto) until it he* been reimbursed tor unrecovered com paid by it in cc t̂enon with such 
33 «K; 
34 (d) Should any person not s party to this agreement, who is determined to be the owner of any interest in tht title which has 
35 tailed, pay m any manner any part of the cost of operation, dcvdopmeni. tx equipment, such tmount shall be paid to the party or parues 
36 who bore the costs which are so refunded; 
37 («) Any liability to account to s third parry for prior production of oil and gu which arises by reason of ride faflure shall be 
38 bom« by the party or panics whose title failed in the same proportion* in which they shared in such prior production; and. 
39 (T) Na chaffio chall bo made to the joinr irmttnr tnr l-jjal nrrvnw fm nr vlflrirv In ronnreiiCT, wish the. defenxe uf the interest 
40 daimed by any party hereto, it being the intention nl rhr parties hereto thtr each shall defend title m its interest and bear all expenses in 
41 crjrmecrion therewith. 
42 
43 2. Lots by Non-Payment or Erroneous Psymcnt of Amount T>ir: ll, ihrou*.h mistake or oversight, any rental, shut-in well 
44 payment, minimum royalty ur royalty payment,is not paid or is erronenimly paid, and as s result a lease or interest therein terminates. 
45 there shaD be no monetary liability against the parry who failed to nuke such payment. Unless the parry who failed to make the required 
rIA ravmcm vnrrn it nr*- Ifrtv mYrrinS tile WUt initrcft. within ninet> (90) day* from the discovery of the failure to make proper payment. 
4? vlili akquwiiwoi mVO JM fc< tukjm aa Ae«i«le VUJ.B., rha mturnrtr cf ih« pin*m tH»ll hr r̂ viwrl nn an arrrtgr hatt*. fttrct'rvf at ni the 
48 date of termination of the lease involved, and the party who failed to make proper payment wil) no longer be credited with an interest in 
49 the Contract Am on account nf ownership of the lease or Interest which his termrntted ln the rvent the party who failed to make the 
30 required payment shsll not have been fully reimbursed, it the time of the lew, from the proceeds of the nle of oil and gas attributable to 
31 the lost interest, calculated cm an acreage basis, for the development and operating costs theretofore paid on account of such interest, it 
32 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled 
33 or wells previous!}' abandoned} from so much of the foliowtnj; ss is necessary to effect reimbursement: 
34 fa) Proceeds of oil and gat, lets Operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis. 
33 up » the amount of unrecovered costs; 
36 (b) Proceeds, seat operating expenses, therrafter accrued attributable to tha lost interest on an acreage basis, ofrhsr portion of 
37 off and gu thereafter produced and marketed (excluding reoducnon from any w*Tu thereafter drilled) which, in the absence of mirh lease 
38 termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds nf said 
39 Cordon of the ofl aad gas to be contributed by the other parties in pro-pardon to their respective interests; and. ^ 
60 (c) Any monies, up to the amount of onrccovered costs, that may be paid by any party who is, or becomes, the nvnu of the.interest 
61 lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. T, 
62 k 
63 3. Other Losses- All losses incurred, other than those set forth tn Article* IVJ l . and TV.B.2 above, shall be jc&rhnavs 
64 asd shsll be home by all parries m propuriion to their interests There shall be no readjustment of interests in the remaining •ficrnon of 
63 the Contract Area. ?f *.. 

67 

6ft t i - l t \ 

70 
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1 ARTICLE V. 
2 OPERATOR 
3 
4 A. Desdigsarioo aad Ri«pc«ud^rti«« of Operator: 
3 
6 P r o New M P Y I P O j n r thill h.th» 
7 Operstor of the Contract Am. end shall coodon and threct aod have JuB control of all ce>errouru on the Contract Am as permitted and 
8 acquired by, and whhin tb* Halts of this agreement. It ahall conduct aU auch opcratsons In a food and worfarmruike raannrr, but it ahail 
9 have ao Ibbiury as Operator to the ether parties for lraras sustained or EabOidcs incurred, except such at may result from grots 

10 ttegKge&ce or willful maconduct. 
11 
12 B. aVatgnatioo or kexoovvJ of Operttor aad Selection of Succeasor: 
13 
14 1. Resignation or Removal of Operator Operator may resign ct any time by giving written notice thereof m NonOperators. 
13 E Opaxait terminates ia legal rrntoacc, no longer owns an interest hereunder in rhc Cootract Area, or is no longer capable of aervmg as 
16 Operator, Operator shaH be deemed to have resign*) without sny sconci by Non-Operators, except the selection of a successor. Opar*aur 
17 may be removed if k fails or refuses to carry out in dudes hereunder, or becomes insolvent, bankrupt or it placed is receivership, by the 
18 affirmative vole of two (2) or more NcnCtperstOT ĉ vabig t majority mure* based on ownership ts shown on Exhibit "A" remaining 
19 after excfudaig the voting interest of Operator. Such mignadon er removal ahall not become effective until 7:00 o'clock AM. on the 
20 first day of the ouVadar nwoth tcaTowing the rarptrsrico of ninety f90) days sfter the giving of notict of resignation by Operstor or sction 
21 by the ̂ km<5purâ Jort to remove Operator, unless t successor Operator has been selected and assumes the duties of Operator tt an earlier 
22 dam- Operator, after cuecuve date of resignation or rernoval, shall be bound by the terms hereof as a Non-Operator. A change of s cor-
24 Borate name or structure of Operator or transfer of Operator's mterast to any single subsidiary, parent er successor corporation ahall not 
24 be the bads fcr removal uf Operator. 
Ti 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operstor, a successor Operator shall bt selected by 
27 the parties. The SUCCBOUI Operstor ahaO be selected from the parties owning an interest m the Contract Area at the time such successor 
2H Operator Is selected. The successor Operttor ahai be selected by me affirmative vote of two (2)or more parties owning a majority interest 
29 based on ownership as shown oa Exhibit "A"; provided, however. If an Operator which has been removed fails m vote or votes only to 
30 succeed itself, the successor Operstor shaH be selected by the affirmative vote of two (2) or mora parties owning a majority interest based 
31 on ownership u shown on Exhibit "A" remaining sfter excluding the voting mutest of the Operator thst was removed. 
32 
33 C. Employees: 
34 

The numher of employees used by Opersror in conducting operation* hereunder, their selection, and tht- hours of labor and the 
eompentarion for services performed thall be cstcrmincd by Operator, snd all »uch employees shaH be the employees oi Operstor. 

D. Drilling Contracts: 

All welli drilled on rh*- Contract Area shaH be drilled on a competitive con trier hast* st the usual rates prevailing in the area. If it so 
desires. Operator may employ m own toots and equipment fai the drilling of wells, but hs charges therefor shall not exceed the prevailing 
rates in the sres and the rate of snrh charges shall be agreed upon by the parties m writing before drilling opera ti oris are commenced, snd 
such work thall be performed hy Oprrrrnr under the same terms snd conditions as arc customary and usual in the area in contract! of in­
dependent contractors who are doing work uf a similar nature. 

l ARTICLE VI. 
I DRILLING AND DEVELOPMENT 

! A. Initial Well! 

On or before the B l s t ^ y ^ December !9_2.2 Operator shall coramenct the drilling of s weil tor 
ami aad gas at the following location: •»> 

! T25N, R11W 
Section 5: SW/4 

aad aaall thereafter continue tbe drilling nf the well with due dihgencr to "]•; 

the base of the Fruitland formation at about 1 400' 
beneath the surface ' ut &f* 

«n!m granite or other practically impenetrable substance or condition in the hole, which renders further drilling ImpraeoraL is en­
countered at a lesser depth, or unless tU parties agree to complete or ahaadon the w«n at a iesser depth. s&i i 

Operator shall make reasonabie oaa of aO formations encountered during drilling which give truncation '̂containing oil and 
gai in quantities otfrVirnt tn test, unless this agreement thiD be limited in lo appbntion to a specific formation ce^r^tiee^, in v.-hich 
event Operator shall he rtxprired to teat only the fertnsdon or fornutions to which this agreement may apply. 
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If, fa, Operator'! jo&snat, the weU wfll not procW eel or pa fa prying quanddes, and « wishes to plug tod abandon the 
weH ts t dry hole, the rxtjvjsjaaj of Article VI.E.1. thill thereafter apply. 

B. Sobaacraent Operaticnui 

1 Proposed Qpcradons: Should any party hereto desire to drill any well on the Contract Area other than the wel provided 
for at Artsck^A, or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a weH foindy owjje<j b> 
*e pardet aod not then preduemg to r*y«g r ^ n 
e ^ lasrdet written t»dce the O 
tin and the estimated cost of the operation. Tbe pardes recefring such a notice shaD have thirty (30) days after receipt of the nonce 
withm which to notify the parry wirfrag to do the work whtther they elect ta peniapats m the cost of the proposed operation. V i drill­
ing rijrfc on lorsaion.Wn^ 
faitdt3fcrty^l(4fJ0 hours, earî  **** 
tbe period above fixed shaH constitute an decdoo by dun party not to pxrtidpsrr m the cost of the proposed operation. Any nooce or 
ftspoase jrfven by telephone shall be promptly craGrrotd fa writing. 

If aD panics eJen to participate fa auch a proposed operation, Operstor shaD, within ninety (90) days sfter expiradoo of the notice 
period of thirty C30) dsyt (or a* prumpLy as pooible after the expiration of the forry<i$b! (48) hour period when a drulm$ rix is on Iocs-
tjon, as the case may be), actually rtrnrnenre the prtxwed operation and complete h with due diligence at the risk awl expense of all par-
wtareta provided, however, said ccrmrneiraiiem date may be extended trpon wrinen notice of same by Operator to the other paraes. 
far a period of up to thirty (30) additional days If, in tha sole opinion of Operator, such additional time it reasonably necessary tn obtain 
tenths from governmental authorities, surtace rights (including rights-of-way) or appropriate drilling equipment, or to compleu- title ex-
attBOetion or curadve matter required for title approval or acceptance. Notwithstanding the force tturjeure provisions of Article XI. rf the 
frrntl operation has not been ooffltnenoed within the lime provided (mduding any extensjon thereof a» specifically permitted herein) snd 
sfany party hereto tull desires to condun aafd operatiun, written ncroce proposing same must be resubmitted to the other parries in accor­
dance with the provisions hereof as if no prior proposal had been made. 

2. Operations by Less thaa All Parries: If any party receiving such nonce as provided in Artide VLB J . or VTJ.D.l. (Option 
No. 7) elects not ro rarriripate ia the proposed opera tier, then, in order to be entitled tn the benefits of this Article, the party or parties 
giving the notice snd such other pardes as shall dec. to participate in the operation shaH, within ninety (90) days after the expiration of 
the notice period of thirty (30) days (ot as prompdy at possible after the expiration of the forty-eight (48) hour period when a drilling rig is 
on location, as the case may hr) actually commence the proposed openrion snd complete h with due diligence. Operator shall perform aU 
work for the account of the Consenting Parties; provided, however. If no drilling rig or other equipment is on location, and if Operator is 
a Noo-Coiuxating Party, the Cnreratsng rVties shall either: (a) request Operator to perform the work required by such proposed opera 
tfan for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Pardes as Operator to perform such work. Con­
tenting Parries, when conducting operations on the Contract Area pursuant to this Artide VLB.2., shall comply with all terms and con­
ditions of this agreement. 

If Itaa than aU parties approve any utuyoaed operation, the proroong party, immediately after the expiration of the applicable 
twice period, shall advise tbe Consenting Parties of the total Interest of the parties approving such openrion snd its recommendtrinn as 
as whether the Consenting Pardes should proceed with the operation as proposed Each Consenting Party, within forty-eight (48) hours 
(exclusive of Saturday, Sunday aad legal holidays) after raccipt of such notice, shall advise rhc proposing parry of its desire to (a) limit par-
tktipetion to such parry's interest at shown on Exhibit "A" or (b) carry its t«roporrion*tr pan cd Non-Consenting Parties' interests, and 
failure to advise the proposing parry shall be deemed an election coder (•). Ia the event a drilling rig it on location, the time permitted for 
tnch a response shaD not exesvd a total of forty-eight (48) hours fmduxive of Saturday, Sunday and legal noli days). The proposing party, 
at its ejection, may withdraw auch proposal if there k ktmftVian participation and shall promptly notify all parries of such decision. 

The sctirt cost and risk of rxodocdng soch operations shaD be borne by the rnrrrnririg Parties ia the proportions they hav« 
•acted to bear aame under the terms of the preceding paragraph. Consuming Parties shall keep the leasehold estates involvaeLin such 
Hrr*»"nf free and clear of aS beat snd encumbrances of every kind created by or arising from the operations of the Ccw ten ring Parties. 
• such aa cpantioe results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface kxation at their 
sole cost, risk and expense. If any weD driOed, reworked, deepened or plugged back under rhr provisions of this Anide rc*ults4n a pro­
ducer of ofl and for gas in paying quanddes. rhc Coruendng Parties shaD complete and equip rhc wall to produce at their sole oostiKfTd risk. 

|>»;:;^ vHj' ay**1*'* * i' 

IMP 



1 
2 
3 
4 
3 
6 
7 
t 
» 

10 
11 
12 
15 
14 
13 
16 
17 
IV 
w 
an 
21 
22 
23 
24 
23 
26 
27 
26 
29 
30 
31 
32 
M 
34 
33 
36 
37 
36 
30 
40 
41 
42 
43 

»d At »«• ̂  to W » Opro 
^TJpwwcaa««nitt 

•add*Gcrj>mo^r^^ 
ISny't iaxtrat b the WI aod •btrt of trooWtiot ttacfrom tmdl the proossdj of the ask of even there, akulfted ai the weD. or 
swarket vabc thereof ¥ such share k not told, (after aWuctau procfaok* una*, arose taxes, roytlry, overriding royahy and other to-
ajrftg aw f g y » i by AnHfTTf P rrratrkf nrt r'T—matsirtriT tij itn rtrafiinfm f k —" •~™l«t T " m mtrreu 
aaad) ii revarn) ahaO septal toe teal of tha attsovinj: 

t» 100% of each net Nc«4^ssa«sfiai Party's stare ef the eo* of «ay oewly acquired surface txruiptoem beyond the wellhead 
eomtcjaoM Orarh^ * n < 5 t¥*fr T 1 * 1 0 ° * rf - e a 

f If IITI sat filing Party'attar* ofthe ee«t of opexttioa of the well cocuretaaog with first traduction tod continuing until each such Non-
Onscnting ferry's ndinftithtfl entente stall rrven to it seder other povtsions of this Artide. h being agreed that **rh r^n-
Citt«»ta^ Krry'a altsee e/1^ 
Pbny bad ft panickpatcd in the %tJ worn the bcgjaoini of the ouar atiens; and 

fri 2 0 0 * of that portion W dk coro and rxprxu* of drying. rrwtsrkmg. deepening, slugging * * n i •** completing, 
asfuv aUnca^ « 7 cash ec« 
warm ic the wefj (to sod soduding rhc wsBbaad ccccrtsroonî  which would have been chareasble to toch NooCctiaeiitirig Parry it had 
earrJapeiad nertiu. 

An efection not to tsvdcbate in the drilling or the deepening of a well ahaH be domed as tsecdon not to participate fe any re-
wwUng or pbggiag badt eperauee proposed in »»rh a well, or portion thereof, ta which the initial Non-Consent tiecuon applied that it 
•ondueud at any tine prior to full nacovcry by the Gsnaroting Parties of the NctvConsentmg Party't rtcouprnem account. Any such 
fcworkmg or phyoffni back operiuoti conducted during the m moment period ahaS be deemed part of the cost of operation of said well 
•nd there shaD be added o the sumi to be recouped by the Consenting Parties one hundred percent (1 OCX) of that ternon of the ccw uf 
tbe reworking or plugging back operation which would have been chargeable ts audi NooOxwmdng Party had it participated therein. If 
seen a reworking or tduggtng bark epMration k proposed during auch recoupmun period, the prv'isions of this Ardclc VI J . atull be ap-
focabk at between said Ccaavadng Parties in aaid well. 

During the period of time CcesacBtiag Parties are enriilrd ta raceiv* hlon-Consenting Party's share of prxxiucuon, or the 
srottcdt therefrom, Consenting Parties shaH be responsible for the rsrymeni of aii production, severance, excise, pthcring and other 
taxes and all royalty, overriding royalty and other burdens applicable to Nm-Omarnting Party'» share of reduction not excepted by Ar 
tide mi). 
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tn the case of any remaking, plugging back er deeper drilling operaooo. the Consenting Parties ahaU be per mined m taa., frr 
a/ coat, al caamg. tubing and other ooarprncnt ta the well bur the ownership of all such ecjuipment thall remain aachsneeH, and sper 
e*andonment of a weU after auch reworking, ttugging back or deeper drilling, the Consenting Parti* shaD account ior aU such toure 

at to the owners thereof, with each parry roceivtng fa proportionrrt pan in hand or ia value, tau coat of salvage. 

Whhln sirry (60) days afar the cornpWtbn of any apuauuu wader this Article, the party fWlifting the opradoru for d 
Oteattadng rVdct ahaO turessh ssch NonConaentiag Parry with ae iwveatory of dt* etrurpmcnt ia and connected »the wall, and a 
iwnthid asmnent of the end of urilu&g. deepening, pbgrng kwcx, sestiaA. coenpieang. and equipping the well ior prrjebrnoe, or, at i 
aspdoB, the operating pany, k kiau of as karnhed autremtnt of such coaa of opersdon, may snbmit s skttaiVd statemerii of monthly ol 
iMt Each Booth thereafter, •oriag tbe time the Cooaendng Paroa» are being reimbursed aa provided above, the parry rooducrmg ti 
t̂ ertticcis for dat Cofawrrtksg Psrosa shaS furttaih the Noodaittuitug Par del with at stessxed ststi tueot of aS coto and uabilrriej i 
axtrred ie the oevrrdon of tht wrC, aogcther wuii a staiemeni of the t̂ santfry ea* oQ and gas produced from ft and the amount etyprocee 
atjatttcrl from the salt of the well *s working itucsau procVacdoo during the pi am ling month b determrnrng the auantity of <R and | 
frodoced doring any twocrh, Cottsendng Ptrtas shaH me saduatry sccxpted ntrrhods auch at, but not bmhed to, untiring eV'perioc 
«cQ tots. Any taraxrat fwulztd from the tale or other rsserwiriiwi of aô xfpmcnt oewly soqutred in ounnection whh any atsdtckxnti. 
which would have been owned by a hte-Consenting Party had it tortkipttai uWem ihaS be credited sgsinxi the sou! uarertfimrtt m-
asf the work done and of the equipment ptsrhased te dê rmn̂ mg when die interest of such Non-Conamdng Party shaD nWert ro h 
asovt erorided; and kf theft k i crtdil balance, k ahaU be paid so such NooCociteoting Party. 
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ABT1CLE VI 
cptitlnnnd 

1 tf tad when the Contastlry? Pirriw recover from t NV»-Consenting Viny'i ritoquSihed interest the emoona, provided for ihove, 
2 OV rebnquisbed mterero of tuch tioo-Ceruenaat Parry ahaH automatically revert to it, and. from and after tuch reversion, audi Non-
3 CoRnttag Party thaD own the aame fciterext m auch well, the material and equipment m or pertaining thereto, and the producrion 
4 therefrom as such Nco•Consenting Pany would have been entitled to had h participated in th* drilling, reworking, deepening or plugging 
3 back of said welL Thereafter, such Non-Gxueoring Party shall bt charged with and ahall pay io proportionate pan of the further coats of 
6 the Opertrinc of aaid weH m acccrdano; with the trmu of this agreement and the Accounting Procedure attached he rem. 
7 
B 
9 

10 Notwithstanding the provisions nf this Ankle VLB.2,. it is agreed that without tl«r mutual consent of aU parties, no well* shall 
11 be completed in or produced from a source of supply from which a wel located elsewhere an the Contract Area it producing, unless such 
12 wcO conforms to the uSen-existing well spacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this Artide scud] have no sppbeation whatsoever to the drilling of the initial well described in Article VI.A. 
17 except (a) as a Artide VHD.l. fOptiaa No. 2). ff selected, or (b) st»the reworking, deepening and plugging back of such initial well 
IE after it has been drilled to the depth specified in Article Vl.A. if it shall meresfter prove to be s dry hole or, if mi dairy completed for pro 
19 ebjcrien, ceasci to produce m paying quantities. 
20 
21 
22 
23 3. Seaad-By Time. When a well which bu been drilled or deepen*} has reached in authorized depth and all tests have been 
24 completed, and the result* thereof furnisherl to the pames, stsad-ey costs Incurred paxJi"* icyuux u> a >*rt>'» Bee* peopocins u 
25 srworking. deepening, plugging back or completing operation in auch a weD shall be charged and hnme as pan of the drilling or deepen-
26 fag operation just comptetuJ. Sund-by costs subsequent to aU parties responding, or expiration of rhr response time permitted, whichever 
27 first occurs, snd prior to agrvcnieui as co the participating interests of iD Contenting Parties pursuant to the terms of the second gram-
28 inaocal paragraph of Article V I J i , shall be charged to and borne ss pan of the propoaad operation, hut ii the proposal is subsequently 
29 withdrawn because of insufficient participation, such stand by coses shall be allocated between the Consenting parues in the proportion 
30 each Consenting Pany'i mteresr as shown on Exhibit "A" bean to the total interest as shown on Eihihit "A" cf all Consenting Par-
31 ties. 
32 
3? 
34 
3' 4, Sidetracking Except as hereiotfter provided, those provisions of this agreement applicable to a "deepening" operation shall 
36 also be applicable to any proposal to dirertionsTly control and intentionally deviate a well from vertical so as to change the bottom hole 
37 sea Don (terein called "sidetracking''), unless done tu straighten the hole or to drill around funk In tht hole or becauv oi other 
38 mechanical difficulties. Any party having the right to participate in t proposed sidetracking narration that does not own an interest in the 
39 affected well bore at the time of the notice shall, upon elixiiig to participate, tender to the well bore owners Its proportionate share (equal 
40 to its isxertst in the sidetracking operation) of the value of that portion of the existing well horr ro be utilized as follows: 
41 
42 
43 
44 (a) If the r̂ nprrutt is for sidetracking an existing dry hole, rrimbursernfrrt shall be an the basis of the actual costs incurred in 
4} tbe initial drilling nf rhr well down to the depth at which the ddctracxiaa, operation is initiated. 
46 
47 
48 
49 (b) If the rxoposal b for tiderrickin̂  a weD which has previously produced, reimbursement shaH be on the bans of the well's 
30 taJvabk* materials tod equipment down ro the depth at which the sidetracking operation is toJiiated, determined m accordance with the 
51 provisions of Exhibit "C". less the estimated crm of salvaging snd the estimated cost of rilujigmf, and abandoning. 
32 
53 
54 ^ 
33 In th* event that notice for a sidetracking operation Is given while the drilling rig to be utilized is cm location, the response period 
56 shall be limited to forty-eight (48} hours, exclusive of Saturday, Sunday snd legal holidays, provided, however, any party may request and 
57 receive up tn eight (8) additional dayr after expiration of the forty-eight (48) hours within which te respond by paying for all sand-by time 
36 sncurred during srxh ti landed response period. If more than one parry elects to take audi additional time to respond to the notice, stand-
59 by coso shaH be allocated between die parties taking additional time ro respond on s day-to-day basis In the proportion each everting par-
60 ty's mterest as shown on Exhibit "A" bears to tht total interest as shown on Exhibit "A" of tU the electing panics, m tl| other in-
61 atsaces the response period to t proposal for sidetracking shaH be Ittnfced m thirty (30) days. 
62 rjf- . 
63 IB' 
64 ; n 
65 C TAXING PRODUCTION IN KTXDi * H 

67 Each party shall take in kind or separately dispose of ht proportionate share of all oil snd gas produced from mê bmract Area. 
68 exclusive of producdoo which may be used m development sod producing operations snd m preparing and treating' ofl and gas for 
69 marfcemg purposes and production tmrroidahly lost. Any extra expenditure incurrad m the taking m kind or separretJispCsiD&E try any 

party of its propcrrionatt share ef the production shaH be borne by soch pany. Any party takiog fa share of prodjtoĵ r̂ ^dâ shall be 70 
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? ' ARTICLE VI v 

j | ! required to pay far ooj* ia rxoportvoruue share of audi pari of Operator's surface tscfcties which it uses. 
?: 2 

«. 3 Each party fhtl! oacott tuch dhnprn rjrderj aod rontracn at may be aecenry far the tale of in ia teres*, in production from 
| 4 the Contract Am, aod, except aa pwided In Arririe VllB.. shaH be entitled to receive payment thrtctJy t/om the purchaser thereof for 
< 3 its share of sB production. 

? 6 

f 7 In the event any party ahall fall to toake the n ringuiamts Mcetnry to take ln Und or separately cacpuac of iu prr̂ rtionate share uf 
I 8 the oQ produced from tbe Con tract Ana, Operator shall hare the right, subject to the revocaoon at will hy die pany owning it, but not 
I 9 the obJbgtrion, to purchase such oil or sell it to others at any time and from time to time, for the account of the turn-taking party at the 
i 10 best price obtainable ia tne area for auch production. Any surh purchase or sale by Operator shaH be subject shwys to the right of the 
* 11 owner ef the production to exercia* at any time bt right to taka an kind, or separately dispose of, its share of all ui) not previously 
: 12 delivered to a purchaser. Aay purchase or tale by Operator of arty orhrr pany't share of ofl shall be only tor such reasonable periods of 
' 13 time tt ar* cratsrttent with the minimum nawh of die industry under the rarrk-ular ctrcurnrtancct, but in no event for s period in excess 

14 ufooe (1) year. 
13 
16 b the event on* er more parties' separate dtspcanion of its share of the gas causes splhstream deliveries to separate pipelines and/or 
17 deBverics which oa a day-to-day basis for toy reason are not exactly equal to a parry'i respectivt proportionate share of total gas sales to 
18 be allocated to it, the balancing or sccounaaj between rh* rwpectrve accounts of the parties shall be in accordance with any g<j baiancin j 
19 â Tteaent benrcca the partis* hereto, whether such aa agreement is attached as Exhibit " E " . or is a separate agreement. 
20 
21 D. Acrass to Contract Area and Jafermariooi 
22 
23 Each parry thaS have access to the Contract Area at aU reasonable times, at Us aolt con and risk to fmpect or observe operations. 
24 and shaH have access at reasonable times to information rcrtaining to the development Of operation thereof, fndiidmg Operstor "t books 
23 and records relating mervtu. Operator, upon request, shaH furnish each of the other parties with copicx of all forms nr reports filed with 
26 governmental agencies, dairy drilliug repotts, weD logs, tank tables, daily gauge aad run tickets and reports of stock on hand at the first of 
27 each month, and shall make available samples of any cores or cuttings taken from any well drilled on rh* Contract Ares. The cost of 
28 gathering and furnishing mfonnarioo tu Non-Operator, other than that specified shove, shall be charged to th* Non-Operator that rt~ 
29 truest? the information. 
30 
31 SL Abandonment of WeUs: 
32 
33 1. Abar̂ ortmem of Dry Holes: Except for any weH drilled or deepened pursuant to Article VI.B.2., any weU which ha* been 
34 drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged snd shandoned 
35 without the Kaueni of all parties. Should Operttor, after diligent effort, be unable to contact my pany, or should any pany fail to reply 
36 withm tony-eight (48) hours (exclusive ol Saturday, Sunday and legal holidays) after receipt of notice of the proposal to phig and abandon 
37 anch wrtl, such party shaH be deemed to have consented to the proptaw] abandonment. All such wellj shall be plugged snd abandoned in 
38 asxrjrtUncr with applicable regulations and tt the cost, risk and expense of the parties who rutrtieipated Ln the cost of drilling or deepening 
39 such well. Any party who objects to plugging snd abandoning such weH shaD have the right to take over the well and conduct further 
40 editions m search of oil auditor gas subject to the provisions of Article VI.B. 
41 
42 2. Abandonment of W*ua thai have Produced: Except for any well m which t Non-Consent opera ti on has been conducted 
43 hereunder for which rhe Consenting Parties hxv* not been fully rrimburand as herein provided, any weD which ha» been completed a> a 
44 producer thall not be plugged end abandoned without the consent of sll parries. II all parties consent to such abandonment, the well shall 
4' be plugged snd abandoned in acrrxdanci with applicabl* regulations and at rhe eoxt, risk and expense of all the parries hereto. If, within 
46 thirty (30) days after receipt of notice of th* proposed ebtndcmment ef any well, all parties do not sgree to the tbtndonmcnt of such well. 
47 those wishiai, to continue its operation from the intervals) of th* foemation(t) men open m production shall tender to each of the other 
48 parties its proeoriiousic share of the value of th* well's salvsble material asd eerulprnem, eVmmined io actor dance with the provakws of 
49 Exhibit "C", leas the estimated cost of salvaging and th* estimated cost of plugging and abandoning. E«fh abandoning party shall assign 
50 the rjca-abwdealing parties, without wtrranty, express or implied, at to tide er as to quantity, nr fitness for use of the equipment and 
31 material, all of its interest in the well and related ecjdpment, together with ia interest in rise leasehold rsntte as io. but only as to, the In-
32 tm.' or intervals cf th* tormation or fcjrmations then open to production. If the mtarest of the abandoning parry is or includes an oil and 
53 gas litter tal, such party thill execute and deliver to the non-cbandoriing party or parries an ofl and gas lease, limited »the interval or m-
54 tervalx of the formation or formations men open to production, for a tarrn of one (1) year and so long thereafter as oil and/or gas is pro-
53 doced froro the interval or intervals of th* formation or formations covarad thereby, such lease ro be on the form attached as Exhibit 
56 
57 
58 
» .:• 
60 -•: 

62 n 
63 < T r -
64 >>, 
65 ' 7K: 
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AftTICLSTt 
COHIIHITI 

1 "b". Tot assignments or teases to tatted shall nonpts the "tHQfar, urdi" npoc which tb* » Vxaied. Tb* payments by, and tho 
2 tttaignrncno cr leases to, the assijtaccs thall bt in » noo baaed upon fh* reUmcatshrp of their respective rxreenay of paiTKtparion in tht 
^ Contract Am to the aggrsgxt* of tha parcttntsgct eJpsrticiperioo in the Contract Area of all assignees. There shsll be ao readjiiSTrnent uf 
4 eaterests in tbe ffiTulnrng portion of the Ĉ oatract Axes, 

5 
rS Thrwrrrr. afanrWifnt rsrrlir. rJ«S fUVC OS filTvV fcspcQsttliry, M&Vf. or interest rn rhe raprranon of or production from 
7 the well in th* interval or intervals then or*-n nther than rhc royalties retained m any kreac made under the terms of this Ankle. Upon re­
ts quest. Operator snail oDerdnuc to upeiaur i f Mujym] w«H L. uV aeeauni af tho non ohnndorting pxrn>> «i rhr ram and rtitrtm eon 
9 templanxl by this aptsanent. phis any actional coat snd charges wluch may arise as the result of die separate ownership of the assigned 

10 weH. Upon pYCfwsrrf abandonment of the producing tatenral(t) aaadeoed or W . the asalgnor er lessor shaD then have the option to 
11 repurchase ita prior interest m the well (using the same valuadon iormola) end participate in turther opcrmnorts therein subject to tht pro-
12 visions hereof. 
13 
14 3. Abaasdonment of Ncai-Consimf Operations: The provisions of Artide VI.E.1. ur VLE.2. above shall be sppbcsble as betwaen 
13 Consenting Pardes in th* event of the proposed abanoonmcnt of aay well excepted from said Articles, provided, however, no well shall t* 
16 permanently plugged tod sbaadoned unless snd until all parries raving the right to conduct further operations therein have been notified 
17 of the proposed slxeidonmem and sfiordeii the qxxxiuoity m ekct m taitt o*er the well In aenxuance with the provisions of this Artide 
18 VLE. 
19 
20 ARTICLE VD. 
21 EXPENDITURES AND LIABILITY OF PARTIES 
22 
23 A. Liabfllry of Psrti»»: 
24 
25 The liability of the parries shall bv several, not joint or collective. Each party shall be responsible only ior ia obligations, and 
26 shsE be liable only for its prrjr̂ jrtionati.' ihare of the costs of developing and operating the Contract Area. Accordingly, the liens granted 
27 among the parties in Article VlLB. are given tu secure only the debts of each severally, it fa not the meention of the parties to crette. nor 
28 shall this agreement be construed as treating, a mining or other partnership or association, or to render tbe parties liable as partners 
29 
30 B. Liens tad Payment Defaults: 
31 
32 fcaen Non-Operator grano to Operator a lien upon hs oil and gas rlgho m the Contract Area, and a security interest in its share 
33 of nil anuVor gai when extracted and its interest in all equipment, to secure pa/men t of r» share of expense, together with interest thereon 
34 at thr rate provided in Exhibit "C". To the extent that Operator has a security Interest under the tWform Qxriroercul Cod* of the 
3' state. Operates- shall be entitled to exercise the rightt and remedies of t secured party under the Code The bringing of * suit and the ©b-
36 taming of judgment by Operttor for the secured Indebtedness shall nor be deemed an election of remedies or other*iv «Hect the lien 
37 rights or security interest as security for the payment thereof, ln addition, upon default by any Non-Operator in the payment of its share 
38 erf expense, Opersror shall have the right, without prejudice to other rights or remedies, ro colleu from the purchaser the proceeds from 
39 the sale of such Non'-Onerarnr'i share of oil artdror gu until the amount owed by tuch Nnn Opera tor. pius mtenst, has been paid. Each 
40 purchaser shall be entitled m rriy upon Operator's written statement concerning the amount of any default. Operator grants a like lien 
41 tad security interest to the Nnn-Opcriiors to secure payment of Operator's proportionate share of expense. 
42 
43 If any parry fails or Is oruMe tn pay its share of experue within sixty (60) dayt after rendition of a statement therefor by 
44 Operator, the non •defaulting parties, rndiiHmg Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
47 the mtmst of each such party bean to the interne of aU such parues. Each party so paying io share of the unpaid amount shall, to obtain 
46 reimbursement thereof, be subrogated to the wrurity rights described m the foregoini paragraph 
47 
48 C Payments aad Aaoundng: 
49 
30 Except as herein otherwise specifically provided, Operate* shall promptly p»y «nd discharge expenses incurred In tht development 
31 and opcrarirm of the Coo tr set Area pursuant to this agreement and shall chargr each of th* parties hereto with their respective propor-
52 rJonxrc shares upoa the expense beau provided m Exhibit "C". Opera ior shall kerp an accurate record of the joint account hereunder, 
53 atSowicg expenses incurred and charjw, snd credits made and received. 
54 
55 Operator, at in election, ibeS hm the right from time to time to demand and recrivr trom the other parties payment in advance 
56 of their respective shares of the estimated amount of the expense to b* incurred in operations hereunder during rhe next succeeding 
37 tnomh, which right may be exercised only by tubmuaoon to each such parry of an itemised statement of such estimated expense, together 
58 with an invoice for its share thereof. Each such statement snd invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the next {-"•̂ 'p*. month. Each parry ahaU pay to Operator ra proportionate sharr of such esurrŵ e within 
60 fifteen (15) days after such estimate snd invoice is received. If any parry fails to pay ia share of said estimate withm said time, die. amount 
61 due shall bear Interest as provided m Exhibit "C" until paid. Proper adjustment shaD be made monthly between servants* ancraetual ra-
62 penjc tn the end that each party afajiil bear and psy hx proportionate share of actual expenses incurred, and no more. rf 
63 ejv" 
64 D. littritatioa of Expenditures. ' 17; 
w it 
66 1. Drill or Deepen: Without die consent of sll panics, no well shall be drilled c* deepened, except any well ejrjiJê Wj deepened 
67 pursuant to the provisions of Anide VLB2. of this sgreerncnt Consent to the drilling or disponing shall mdude''': "'.V 
68 iT'f-' i 
69 v^.i- ~&y; 

. . I . . : f t * - T " T - •• . 
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I D OrtfanNo. 1: AS aeaetafy a^fam far the tynnuglTt^ l - u * n « 
2- aVavatavjMBaupeâ â ^ 
5 

' 4 t S y C ^ l f c t A l t t t T a t t t t r f t ^ ^ 
5 a a j r t a f c i r t E ^ ^ 

• wjn lull tkrifin.Tttfn irrfr.T v- l t irlirft f"*»t ta aU tuewmry tgftoSiaim far the comparting and «qulppjng of atica wtll. «• 
9 rfr6"! IM 1H117 waiVigr aftd*v WfKrt»f y»inifg nf any pany w M n l Men w i e la reply within tht period above fixed than 

10 — i i tn tla iii 11 lij 1 tit 1 [HIT) f 111 m f i it inn in tf 1 r - ^ if f 1 - ' - ' w —- - - ^ *"» * n rf 

11 t « - a t » w i i i K t ^ t » t « t t ^ 
M " t r r r M tfl Ardcfc VLeU. shall he atrnwi to atadude '̂ oeatdering'Oshal! apply» * • ortcrxdous thereafter corJuntd by lew. 

15 wat-tttttftk*. 
24 

• 15 ZlewoAwT1uto^W*r»ra 
U i*agxed hack pursuant to th* provxadn* cf Article VLB of thk Sfytssastxu. Consent to the marking or pbagging htck uf t well shall 
17 tTettn*aat*exttt»7«ao^ 
11 mikt mtbet itruirict. 
19 
30 3. Other Otejtitom: Without the cotawm of tD tardea. Operator tt»n ttot tatdcrtakt any tfagk treka rattortthly estimated 
31 * » ^ t ~ - . T - w < > » ~ f a . ~ ~ « i « f S P V P n f h r m c a i r w a . U ^ ^ A ^ X DolUn f5 / • 5 0 0 . 0 0 ^ ) 

32 ttteeyt in rxauvcaon wh* t wefl, the drilling, ftwtxking. deepening, exanxparlog. rtromrJrwig. or ttoggiog hack of which has even 
25 ftvtstaatly ttsdiortt̂  
94 aaaTgutrj . wjjrrntr of tta ttmr or rfffrrrm aafirrr frrrr-r — j *• -*i 1 ~ — —~** "T - 1 • - *" T*"1"*' — —"»tf»d 
35 » deal arius tbe ttwaane^ 
J6 atros.» Optratur prepares sc ssudaoriry for etrscssditure (ATT0 for ks a«n aa*. Operator afaaE furnish any rWOperstor to mructdryt 
37 ttt informant csxpyuSe^ h l v e ^ W g ? I ) d and nn/IOH 
38 tvn.n ft 5.OOP.00 ^tw W .h,,, ^ —nnat fim TT farrh ahoy, aa thla naratrach. 
79 
JO I_ leatalx, $bot4n WaU tSyatyatf aad Minfrattn fcoyadtvesi 
31 
52 Rentals, thtn-fn wvTI paytneiru and minimom royahies which may he rautdrec* under th* terms of any laaat ahaU be paid by rhr 
53 aany or panics who Jubjectrd audi kwa* 10 thit agreement at ka or their caprtui-. in the event TWO or more parties own and hare con 
|4 Iffcutxd Interests m the atme kaaae to ibis agreement, aneh parties may designatr one of tuch parries to make said paymenn for and or 
33 tathalf of aS soch pardes. Any parry may reuuesi. and thall be cndtled to recw. proper evidence of tit such paymeau. In thr evtst c 
fej isSure 10 make proper payment of any rrnral, shut •in weU payment or mmimuffi royahy through minakt or pversight where such pay 
37 aaat is required to conrinue the sets* ia force, any bate which rtsuhs trom sot* eon-eaynvnt ahall be borne in acrordamct with the nrr 
ff wksesi of Artiest IV32. 
91 
40 Operaror ghtP nodfy rtoOperttor of rhr tmdcipeied rompleriori nf a shut-in gas weH, or the shurdag m or rrmrn 10 producdo: 
41 aft produCicg gai well, at teen five (31 days (excluding Saoirday. Sunday and Icyal laulidaylV or at rhe earliest opponunrry permitted b. 
42 cirnrjnaranceN, prior to taking tach acdoa, but aasumcs no uabilJty for failure m du au. fat the event of failure by Operator m an notif 
43 Nrtn-tipntor, the lots of any lease cootribuurJ )«• rtu NbaOpe/ater for faDure so tnakt limcly paymenc. of aay shut-m w*H payrrus 
44 abafl b* hrrnr |oinUy by tne part** hereto under rhe provisions of Article IV.R.3. 
« 
4e F. Tana: 
47 
4f sVginnlng whh the nrs rvlrndar yaatr afier the tlfecrivt date bertof. Operator shall render for ad vtiorrm tasannn all propen 
49 twbkc to slut ttjiuaausi which by ttw thrauld be iwAdtred aor snch taxes, and it shaD pay aU such ttxea eateitrrl d̂ ercon before the 
JO attentat dclmcpenu r'rior to dse rendition ckrr.rach rwjrvOperator shtC furnish Operator tnforraation at to biardens (to include, hut nc 
51 he kknittd to, royaldas, ewcrridxag royahies and |«TtrbtrTion paymenu) oa Besses and oil and aat fattrera tuetributed by tuch NV 
J2 Operator. If she aai eta td vtioaxior, of toy kssehold tarttv k iwdoeed by rwxson of ht being tubket to ootttxnding rxeeas roytliies, ore 
53 fitsng foyahict or taoduction taymutt, the reebenon in ad tnfanss tstsaa rsttnlring datitfiian ahaS tour* to the benefit of the owner c 
54 aantsrs af such tatwta itt estaat, tod Operator thai) adpto rhr charge to auch owner or owners to at to reflect rh* benefit of tuch redu 
33 atta. B the ad ytJorem ttxss art kwsed as whole or in pan apon sepanor vahtadnm of each party's working interest then norwitl̂ iafldir 
% astything to est umaaty aterrin, cataract aa the kest account ahall be asadc aad said by the tarda hereto m accord tare with the ta 
97 waaae saueisstd by aach sarty's working koarott. Operator ahall htD rh* onVr tsartist let their proportionate aharcs eiall ux paymcrro 1 
91 tt« taaaxear t r e ^ ta la i^-«C". 
59 
10 V Operator twsidert any tax astatasment fcraproper, Otstrstor aaay, at to dtsrteik«>, arateu within the rime tnd̂ mann̂  
til ftueribof by law, aod proteoitr da* proxest to t final aWtarntttunioB, stalest all parti** au»m- to sbatxdoo me protert prior to ftp! detr 
42 aajtudoa. I>oriag the txmaeacy of ttsairistnarva or fcadidal r̂ ocredings. Operttor may elect to nay, unocr protest, all soch ttxttVand a; 
tl) awstreat and peaaby. When any such proteited statasnii ni ahai har* been finalry ikujuuned, Operttor shaH pay the uu for rrû brnt • 
t34 trort together wim my artercst snd tcnalry actrued, and dS< axal coat shaH then be saaooed agJnu the parties, snd be paid bv.therc 
03 af^kia,l ia tWrirst "C"< 11 • 
f j Bach warty thai pey or cattsc te be paid sS r*oduaien, sarrarxnee, exciu. prherit̂  and other taxes teoposed rrr»\^V^ .respect 
tSB wkt ttodocoon or asaadliag of aach parry's ahare of oil enAtor gas aroduced node/ the strma of this aareement, >*7; *.-'\ \'. 1 
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A R T I C L E V H 
cotttbtuccl 

G. Iiwutseet *-

At all rimes while ce*ratiom are con&iati hereunder. Operator shaD comply wfeh the wrxtmcn'i ccenpensttion bw erf 
the tote where the operations ere being cooductcd; provided, however, that Open tor may be »self-insurer for liability under said com-
peaurioo lews in which event the onVy durge that ahall be nude to the jnint account shall be as provided in Exhibit " C " . Operator shall 
also carry or provide Insurance for the lwr>cfit of the Joint account of the panic* as outlined in Exhibit "D". attached to and made a part 
hrreof. Operator thall requue »H contr.ietors enrxijod m work on or for th* Contract Area to amply with rhr workmen's TOrrrr*n*adorj 
s»w uf ilx *uu «»l»̂ 4 the **a»*»'am ate being nmLiiud and to min nkt »irh nrhrr manranrr at Operator mav require. 

In rhe rvrnt automobile public lability insurance b specified in said Exhibit "D". or aubsequendy receives the approval of tht 
tarries, no dhrrt charge thai be made by Operator for premium* paid for such iiiaurance for Operator's automotive equipment. 

ARTICLE VXIl. 

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 

A. Sorreader of Leases: 

The W«c covered by thit tgrtisnent. sriaoiar as they embrace acreage m mr contract ruct. snaii uui be kunmuotJ L - l - A 

or in pan unless all parties consent thereto. 

However, snouia any party ctetire to aurrenocr rt» must* su auj **»*«.• <* Iu *u; ^ u ^ . . J ~ . J d... t-'tu is aai 
a>sree or ceasaeut dxaetu, U« i»Ui dtii/ing to surrender shall assign, without earprst* or Implied warranty of tide, all of its intrrrv rn 
(och tease, or portico thereof, and «ay weD, material and equipment which may be located thereon and any rights in production 
Thereafter secured, 10 the panica not oaosendnx to such surrerulu. If the tatrrasi of th* assisting party is or includes an oil and ga* in­
terest, the axriroing pany shall execute end deliver to the party or parties not consenrmc to such surrender sn oil and gu lease covering 
auch oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gss is produced from the land covered thereby, such 
laaa to be on th* form attached hereto as Fvhihir "n" 1 Irion »>rh assignment or lease, the assigning pany shall h* relieved from all 
tsbiigtuons therearrcr aorumg, but not merctetore accrued. »irh respcer to the iutrrcM. IUX'^IWJ u< LaucJ «J J die wy*j«iiw.. d iA/ well 
srrribu table thereto, and the aatignlng party shall have no further interest in ihx assigned or leased premises and its equipment md pro-
dnenco other than the royalties retained in any lease made under the terms of this Article. Th* pany assignee or lessee shall pay to the 
party assignor or lessor the reasonable salvage value of the latter'a interest in any wefts and equipment attributable to the assigned or leas­
ed acreage. The value of all material thall be determined in accordance with the provision* of Exhibit " C " . less th* estimated cost of 

«..J J - j~C*uui aaat af j'uej—a J almauluaian If tho »rtifl"m«nt nr Uita it in fvinr n/ nvwc thun rr\r party the mrrrrM 
trull oe shared hy such parties In die rxopcrrions duu die iuuaoi uf v»J< Um» tu the toul interest ef all auch parties. 

Any assign meet, lease or surrender made under rbi» provakaj shal! not reduce or change tbe assignor's. lesw"a ur surrendering 
SWty c Bsfeartci sr it V'AI Immrfh Irwr iir Mirrr-nder in rhr balanct of the Contract Area; and the acreage 
assigned, teased or surrendered, and subsequent operations tha-mn, slull mx dieicihn U. UJLJCVI U the terms and prr.vtvons of this 
agreement. 

B. Renewal or Extension of Leaaesi 

If sny parry secures s renews] of any oil and gas leas* subject to this aareement. *n other p*rtio shall be notified promptly. tnr1 

ahiD hsv< *« r<gk« lar a aoriod of thirty (301 do>i follcm infl rac*ipt o' mrh nmirr fn whirh tnelm in puniriiwrr in rhr ownership o{ tjie 
• w>.«J L**., ' . .^J . ' —1. >' '• iiiiia Unit awitim C»««#oet Xroc. Kr pni^fj»" >h* fn"!' whn trriiitriTl ii ihrir wrr») prnrrr nrrr 

^.j J IJ . . . . I" n i !i il i. if i iiiiiiitiii Biiriiiiini Hirm nitiinh rhiilt hiiinnrntiiriinn initir 
tnttresn held st that rime by the c«rric}, in the Cent/set Area. 

& eomo. but Wr than iH, ê  rK» p«m'^ rin-t tn p»r»lr!r««M in thr pmrhair nf a mir*'al i: ahall be OWIltd bv the pitrLie; 
who rtrrt m mnirinrtr rhnrm in a rarin havd tmrm ihw r«UUOfUfuP o( Tjicfr rŷ pecuvt percenute of pamupauon in the Conrraa Arc-
to the aggregate of tht percentiles of participation in the Coo iraa Area of all partial participating in the purchase of tuch renewal law; 
Any renewal lease in which las than all parties elect tn participate shill not be subject to this agreement. 

rT«c* ptny who participates in the purchase of s renewal kane shall be given sn sssienmcrit nf Its proponionati: interest thertr-

by the acquiring party. ^ 

Tire u<uvl»luiu t l this Ankle shall apply as rtscwvl kv*r, WIK-IIUI limy L i th* tntira inteixrt covered by the cvpirinr. Ire 
nr rrrvrr a itniluii ti'utua M m kiltanl Utif^i. * " T ' ^ - U KX« u»e« **^rr » c tapwauon of iu preoccouor ku . . ut̂ ukeu v 
oonrractcd for within six (6) morrdu sfter the expiration of the existing lease shall be subject m this provision: but any lease taken or cor 
tiSLiul tor more nun tu (,0J morruu atter tne expiranon o> an existing tax siiuii \*M >K umui-u • IDICKU I U X UIJ *(>*fi tsX'-l-^' -
the provkkffti of dd* ejcrreLuem. 

The r̂ errisians m this Article shaD also be applicable to extensions of oil and gss lesscv 

C A u w | > u> C*J1I C«auibistieaai 

ir 

tr 

Whne this agreement is m force, b* any parry contracts for a contribudon of cash towards the drilling of a'VeS or •'any othr 
esperttion on the Contract Area, such connibtjricm shall be paid to the parry who conducted the drilling or other operation apd(shall: 
applied by It agsmst the etwt ea audi ttnlhux m uiio wj»w tî ju. u ine coatriBOtion vmmc farm oi HTV»KL. OV' \*» iy t» wtJCi Cim ^ 
u2*>luu U uwic W-Jl r wuyU; IJLMU U assignment *»»»«aaHaujo. wtnout wtrronty ™ ouo, io DM UTUUHH r MI>*» 
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: ARTICLEVni ^ 
; exxntinued 

" [ 1 «uJ Drilling Parties thared tfc* coat of dr Ding the weii, Such acreage shall hccorne I seperae Contract Ara and, ro the exient peruible, be 
| 2 itoverned by provisions identical tu this igmrmcot. Etch Deny shall prjmpdy notify all other forties of any serfage or cash contribuoons 

3 it may obuin io wprxxt of any well or any other operation on rhc Contnct Are*. The above provisions iha!) also be appocable to op-
l 4 tiorul rights to earn aerolite outside the Contract Area which are in support of a well drilled inside the Con tna Area. 
J 5 
J 6 If aay ptrry contracts for any etttiideriocm relating m duposltlon of such party's share of suhaunces produced hereunder. «uch 
* 7 coroadcration ahall ou be deemed a contribution a* conternpUicd In this Article VH1.C 
: 8 
' 9 D, Maintenance of Uniform In tan (it i 

i 1 0 

* 11 Fur the purpoae of tnamteining lonlformity of ownership ia the oil and aat leasehold interests covered by this agreement, no 
12 party shaH selL erKumber. tn osier or nuke other unposition of im interest in the leases embraced within the Con tract Area and in wells. 

- 13 equipment and production unless such disposition covers either. 
14 
13 1. the entire aierett of the p«rt;r ia st! teases and equipment and production; or 
16 
17 2. an equal tmdrridoJ in teres? in all leases snd equipment snd production in the Contract Area 
18 
19 Every auch tale, erarurr&ranee. transfer or other dispecctiun made hy any party shall be mude eiprcvly subject to thw agreement 
2T) sod shall be made without rvqudkc to rhe right of the other parties. 
21 
22 If, at any time the Interest of any party fa divided among and owned by four or more co-owncri, Operator, at its discretion, m*y 
23 require such co-owners to appoint a tingle truatee or agent with full authority to receive notices, approve expenditures, receive billings for 
24 and approve and pay such parry's share of the joint expense*, and to deal grncrally with, and with power in bind, the co-owners of tuch 
25 forty's interest withm the scope uf the operations embraced in this tgreerncm, however, stl such co-owners shall have the right to enter 
26 into and execute til contracts or agreements for the dupcoition of their respective share* of the oil end g*s produced from the Contract 
27 Area and they shall have the right to receive, separately, payment of the ale proceed} thereof 
28 
29 E. Waiver of Rightt to Partition; 
30 
31 If permitted by the laws of the state or tares in which the property euvered hereby u located each party hereto owning an 
32 undivided interest in the Contract Am waives any and all rights u rruy have tn partition and have u-t aside to ft in severalty iu undivided 
33 mterest therein. 
34 
33 F. P referee titi Right to Purchiis*; 
36 
37 Should any party desire to sell all or any pan of in interests under this agreement, or Iu rights and interests in the Contract 
38 i Area, it shall promptly eive written notice tn the other parties, with lull informa'.iori roccerning, iu propoxil vale, which shall include the 
39 name and address of the prrspwuve purchaser (who must be ready, willing and able to purchase;, the purrh.w prirc, and all other term* 
40 ofthe ofirr. The other parties shall '.hen have an optional prior right, for a period of ten (10) days after receipt of the notice, to purchase 
41 on the same rcmo and conditions the interest which the other purty profnsi-i to acit, and, if this optional ri/jht is exercised, the purcba.*-
42 in* parties shall ihur* the purchased interest In the r̂ oprrtions thai the interna nl each bears to the mis) roteres: of til purchasing par-
43 tics. However, there shall be no prrfercntial right to purchase in those cases where any pany wishes tn mortgage iu interests, or to 
44 dispose of its interests by merger, reorganization, consolidation, nr sale uf all or substantially all of iis assets to a subsidiary or parent com-
45 pany or to t subsidiary of a parent company, or tn any company in which any one party owns a majority of the stuck. 
46 

f 47 ARTICI.F IX. 
«* INTERNAL REVENUE CODE ELECTION 
49 
50 This agreement is not tnteockd to create, and shall not be construed to create, s relatinmhip of partnership or an association 
31 ior profit betsveeri or amonj the parues hereto. Norwichitxridinit any provision herein that the rights and liabilities hereunder are «everai 
52 and not joint or collective, or that this agreement snd operations hereunder ahull not constitute a parrncrship. if. for federal income tax 
53 purpose*, this aê eerneni and the eipcrttions hereunder art rett»rded as a parmemhip, each pany hereby affected elects to he excluded 
54 from the application of alt of the pnwiricrris of Subchapter "K", Chapter 1. Subtitle "A", of the Internal Revenue Code oi 1954, as per 
53 mitted and anthorieed by Section 761 of the Code and the regulations promulgated thereunder. Operator is tuthnriard and directed in ex 
36 ecute on behalf of each pany hereby affected such evidence of this election st may be required by the Secretary of the Treasury of th< 
57 United Sates or the Federal Internal Revenue Service, mcUidmg tpectfically, but not by way of limitation, all of the returns, statements 
58 and the data required hy Federal Regulations 1,761. Should there be any retruinrment that each pany hereby affecred give further 
59 evidence of this election, each such pany ahall execute auch documents and furnish such other evidence a* may be required by the 
60 Federal Internal Revenue Service or as may be accessary to evidence this election. Nn such pany shall give my notices or take any other 
61 action inconsistent with the election made hereby, if any present or future mcome ox laws nf the sute or states in which ihe-Contran 
62 Area is located or sny future income tax Isws of the United States contain provisions similar ro those m Subehtpter "K", Chapter 1 
o3 Subtitle "A", of the Internal Revenue Cod* of 1954, under which tn election rirrular to that provided by Section 761 of the Code'ii per 
64 mined, each party hereby sheeted shall make such election as may be permitted or required by such lawa In making rhe frin-geahp tlec 
65 don, euch such parry states that die incorn* derived by such pany from operations hereunder can h* adequately determined without thr 

/ 66 computation of parrnrrxhip taxable Incornt. -.—-i-'^ ; 
67 
66 
69 
70 
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1 AKTICLE X. 
2 CLAIMS AND lAWSUITS 
9 
4 Optrrnx at«r aecl* any liegi* ttokaured third party J«ffii|< dairr, or Suh tritfaj from cptrtricw trjtunder if ch* expenditure 
5 afc-.— - * ^ TV»n T h n M . . ^ and n n / l O f l r > o i h n 

6 ffl 1 0 , 0 0 0 . 0 0 < W rfw r y W ^ i. fa rmpW* •mleramt of such dairr, or tw, U the acaoam required ior trolerncm ex 
? CKtb the above sssaust, the parttri hsrtto shall steam* aod tax* over thr Ltnhcr handlu\| of th* Odm or suit, twits* tuch luthcriry * 
t tkkpxoi ta Ootrator. AI costs attd •taanca of iterusunj, taaliag. or other*** (uarr*rging auch chum or auh ahaT) be at th* Joint ca 
9 faraw of th* twntes tanictpadruj to th* ĉ croicri from which th* euiro or auh arises If t ciaim it toad* again* act parry or U ae; parry a 

aO aaod cc sccouru af aoy matter araacj. from otacneJoea surrender aver trhirh sach iodroduaJ a*, oc control accmuje of th* righu ervc 
U tDpersfcar by dut tgrwani, turh prey ahaH tmtc*stkta*J; sottfy al saner parnVv and tb* dalm orauaahiDb* traatad as any other date 
12 sr auh tavoWiog oraa tatum laamindcr. 
13 
14 Aimcitt XI. 
15 »t«C£ MAJEURE 
*6 
17 If any party a raocWrtd anitdc, arbofry or b swn, by sorts traqeur* tc carry Out tn or^ooca under thi agreement, other th. 
I I the obigt tiers to mexr toooey farrtaceus, thai parry ahalJ tnttsiH other paroc* twompt wrirtre stout* ef the sure* majeurr an 
19 taasaonah!y full particulars oaocerairu; b, thereupon, the captions of the party erring thi ttotic*. to far aa they art sriocto.' by the kx 
20 taaneurt, shall W â speTicW duriig. bin ao kaogrr than, rhc aanijmsaect of th* tore* mâ mr* Th* affeoed party shall use all reason' 
21 staaenct to racaove she farce •adeurt arrsation as etuki ty at tracdcaclc. 
22 
23 Ta* taquirtracru that any farce snaujurt that! be rttoacoed wfrh al raaaonabV daspatch thai! not require the amfcrnent of srrfk 
24 sorkaun. ar other athrr dalfkuby by rhc party •vofvtd, tstn entry to ka wiehea; how all such dMr̂ tdet shall aw handled shall be mux 
25 «sthin the datcrttion of the party cortccinaal. 
26 
27 The term "sorr* majeure", at here employed, ahaO Oitttn ttn •ct of Cod. strict', kacxoci. or other industrial disturbance, ec 
28 the public enemy, «rar. btorkaA, puutir riot, Krhmmf, £rt. storm. Mood, axplosjon, sx̂ rnmenul action, governmental delay, rtcr: 
29 or trujetion. unavallaSiliry of aqurprnerit, and sny other csuac, whether of rhr bad toecifkally enumerated thove or otherwise, whir* 
JO Stot reaxonxbl; wrthir) the eor-.L-ol of th* party daimiog tuspenjuun. 
31 
J2 AJmCLI XII. 
53 NOTICES 
34 
33 AU notices ritfuxtiied or required bcemi-n th* pamri and required by any of the provisioni of the< syttment, unlea other 
id specifically provided, shal! be jrjvtn Ic srrrtin| by mail or teiej'trr., prsctaAr or charrn nrcpajd, or by telen or ttsccopier and add/cut 
JJ tW rarties to whom th* nonce it fjvtn at rht sddrtsaaai listed oo Exhibit "A". Th* origrnarinj; rujtict erven under any provision ht 
3/! shaH be deerrwl fiven only when received by th* party to whom such notict is directed, and the rime ior such party to give any noti 
39 ttaeense rhmrti; ttull run frori rhe date the ratigtruning notice a received. The second or any resporwove notice thall he ncemed f 
40 •hen deprvrirod m th* mill or with the testgraph company, with pactage or charges prepaid or sent by triei or leJecopier Each t 
41 ttWl have the right to change to address at any rime, and from tirnr to time, by giving written notice thereof to all other pan 
42 
43 ARTICLE XTTI. 
<* TERM OF AGREEMENT 
45 
46 This agreement that! remain in full torct and effan a» 10 th* ofl snd g» leaues and/or oil snd gu mtereso suhjen hrrru> fx 
47 period of time aeiccted beioa'; r̂ wjoWi, however, no parry hento rfall ever be cejewrnnxf as r\avtng any right, title-or intereii m nr r 
4£ aaase or oil snd gas mterest (TxitruVrtrd by sny other pany beyond the term of this agreement. 
49 
30 f l Option No. 1: $0 king ss any of the ofl and gso Itasca subject to that agrtsttnent remain or are oaettiisued in fcrrr a< to an 
J] arf die Ccaixraa Area, arhether b̂  
52 
93 gXCylori No 2: ln tht event me tret aWacnoed In An*>rle VIA., cr any txjbseqofni weD drilled under any provision c 
54 ttarrtrnenu retuiri in producjoc of oft andVar go io prying ĉ uuitrrWa, that aâ ternent shall con tin oe in torct so long ss sny auch % 
53 w*il» srocSjCt, or sr* capable of production, end for an additaocol period of days from caution of jll produrnon, pre 
96 swwew, a<, prior to th* r^ratior) rfsv^h ScVfmorva! scriod, on* or snort of thr paroo hereto art erifajceti m drillmA reworiu-if.il 
57 h&. aauggraf aesdrtg or attempting to ceerrnlere a weU or weflt beretrnd*;, that t̂ rrsrmeot shall corftmue in tore* until such 
5fi taoai have seen etatnpleted and H procNacaori resuta thertfiottuthai aarreemen' shaH con tin ut in tore* ts provided herein, in th* *vt 
99 w*C dtacrlbed m Artick VLA„ or any tubacquent weTJ drilkd her fundi 1, rsaulo in t dry hole, and aw other weH it prrWucing. cr c 
40 aal procludng 60 tndJbr an Irom the Conrract Are*, ddt ajcrremerit ahaH termmate ontrtt drilhng, dtcpening. plugging back dr-'r 
61 sag eyantions art coramenead within ^ toys from the date of acxsatlosjrcat of aaid wall. p

r

t' 
62 'v 
63 It b agreed, however, that the termination of rhia agreertvent anaS nor robevr any pany hereto from any TiiWry seb-. 
44 accrued or •toxmad prior to the date of auch otrmiratieri. tj -

49 v.-: 
70 - l> 

45 
46 
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X ARTICLE XIV. 
2 COMPLIANCE WrTH LAWS AND REGULATIONS 
3 
4 A. lews, R4*rulatiocj and Orders: 
3 
6 Thil ttrscrneu shall b* subject to tht ccasservatlon lews erf the state in which the Contract Arc it located, to the valid rules. 
7 t^btierix, and orders of any duly constituted repuatury body of aaid sute; and to all other applicable federal, auie, and lueJ laws. Gi­
ft tsauuxes, rulea, itgubtions, and ordcru. 
9 

10 B. Governing Lawi 
11 
12 Tha agreement and aU marten psrauning hereto, including, but not limited to, maiten of performance, twn-performanu:, breach, 
13 rernedies, procedurei, right*, duties and interpreurion or corumxrion, ahaU be governed and dettrnuniad by the law uf the mte in which 
14 the Contract Area it Iocs tod. 1/ tht Contract Area it tn two ur more stain, the law of rhc auie of , 
13 ahall govern. 
16 
17 C. Kâ ulatory Agencies: 
18 
19 Ncehing herein ccrrutirted thtH grant, or be coeutrued to grant, Operator the right or authority to waive or release any rights. 
20 privileges, or obligations which Nee-Opera tors may have under federal or state lawi or under rules, regulations or ordm promulgated 
21 under such lawi in referencr to oU, gas and rrurtera! operations, including rhc locution, operation, or r^urrion of wells, on tracts offset-
22 ting or adjacent to the Contract Am. 
23 
24 With rasper! io operations hereunder, Nem-Ĉ erators agree to release Operstor from sny and aD losses, damages, injuries, claims 
2? and causes ef action arising nut of, incident to or resulting directly or indirectly from Operator's mterprtia tion or application of rule*. 
26 rulings, reflations or orders of rhe Depanmrm of energy or rrrdrcexsor or suctrwor igencies to rhe extent such intcrprrution or ap 
27 plication wis made in good faith. ti*ch Non-Operator further sgrevs to reimburse Operator for tny amounts applicable to such Non 
28 Operator's share 0/ production that Operator may he required to refund, rebate or pay » a rcvtii of such an incorrect rnrerpreution or 
29 t̂ rJicaticri, together with interest ard penalties thereon owing, by Operator as a result ol tuch incorrect interpretation or application. 
30 
31 Nrm-Operaiorj surhnrixe Operstor to prepare snd submit xuth document* an may be required to be submitted to the purchaser 
32 of sny crude oi! sold hereunder or 10 arty other person or entity pursuant to the requirements oi the "Crude Oil Windfall Profit Tax Art 
33 of 1980", as «mc may be smendeti .'rom time to time ("Act"), and any valid regulations or rules which may be issued by the Treasury 
34 Department from time to time fniraum: to said An. Each party hereto sprees to furnish any and all certification* or other inlnrnunon 
3? which is required to be iurniihed b/ saitl Aet in a timely manner and in sufficient detail to permit compliance with uid Act. 
36 
37 ARTICLE XV. 
38 OTHER PROVISIONS 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
63 
66 
67 
68 
69 
70 
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Aim OLE XVI. 
^ 1QSCELLANEOUS 

3 ' , ^ „ . _ ^ o/ rh* Ptrtia hereto to Aev mt*crjyt hen, orviwa, 
4 Thil i«rtexnent thd ht bbtSne, often tne! thill inure to the Wnefit cf tn* PWOO - r -

J ttfvl rî r»*nt«rfT«», »ocxo«on tot! io*jn». 

10 

JJ O»EKAT0* 

13 
13 
16 

1? • '• 
1ft 
19 
20 
21 
22 UON-OPIR ATOFS 
23 
24 
25 
26 
27 
2fi — — 
29 
30 
31 
32 
33 — . — 
34 
35 
36 
37 
3< 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
30 
31 
32 
33 ^ 
34 
35 
36 

5- * 
39 
40 

S u r f a c e to the base of the F r u i t l a n d Formation 

42 »Vi 

« &1 
* W\ ":V\ 

jgL- 't. rt. . <« • • • 
7Q |...M«H.. i-
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EXHIBIT 

Attached to and made t part of O r m r a r i n g Anreem»nr rlat-nH 
between Bureau n f T n H ^ n A f f a i r s , as aa,^nt f n r 

_and Pro New M e x i c o , Trie,, , n P f T f l ] - n r , T25N IM1H, S n r . i L i 0 H 5. 
s w / 4 „ firrtnia Navr i j n .Nn i . San .Tnan rnnn i - , , r N e , , . M l . - : i . L . 0 

A C C O U N T I N G P R O C E D U R E 

JOINT OPERATIONS 

I . CENERAL PROVISIONS 

1. Dcflnhkirut 

"Joint Property" thall mean the r u ! and person*! property subject to the ejrreerntnt to which this Accounting Prccedi, 
b attached. 
•Joint Operation*" shall mean all operation* necessary or proper for the development, operation, protection and mair 
tuncc af the Joint Property. 
"Joint Account" •hall mean the account showing th* charge* paid and eredita received in the conduct of the Joint Ope 
tions and which ar* to be shared by the Parties. 
"Operator" shall mean the party dafgnated to conduct tha Joint Operation*. 
"Non-Operator*" ahall mean the Parties to this agreement other than the Operator. 
•Parties" ahall mean Operator and Non-Operators. 
"First Level Supervisors" shall mom those employees whose primary function in Joint Operations is the direct aupervli 
of other employees and/or contract labor directly employed on the Joint Property in * field operating capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other pro 
esortal skills, and whose prirruiry function in Joint Operations is the handling of specific operating condition* and probk 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" ahall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mesn Material which at the time is ao classified in the Material Clarification Manut 
most recently recommended by trie Council of Petroleum Accountants Societies. 

2. Statement and Billings 

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Join-, 
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expendi 
lease or facility, and all charges snd credits summarized by appropriate classifications of investment and expense ex 
that items of Controllable Material and unusual charges and credits shall be separately identified and fully describ. 
detail. 

8. Advances and Payments by Non-Operators 

A. Unless otherwise provided for In the agreement, th* Operator may require the Non-Operators to advance 
•hare of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of tht 
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjus'. 
monthly billing to reflect advances received from the Non-Operators. 

B. Each Non-Operator shall pay Its proportion of all bills within fifteen (15) days after receipt. If payment fs not 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at pKHeh^ j r 

vfe,^.?tT1?et sXWril on the first day of the month in which delinquency occurs plus 1% or the max 
contract rate permitted by the applicable usury laws in the state in which the Joint Property (s located, whie 
Is the leaaer, plus attorney'a fees, court costs, and other costs in connection with the collection of unpaid amo. 

4. Adjustments 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness tr 
provided, however, all bills and statement* rendered to Non-Operators by Operator during any calendar year aha' 
elusively be presumed to be true and correct after twenty-four (24) months following the end of any such calends-
unless within the uid twenty-four (24) month period a Non-Operator takes written exception thereto and makes els 
Operator for adjustment No adjustment favorable to Operator ahall be mad* unless it is made within the aame pres-
period. The provisions of thia paragraph shall not prevent adjustments resulting from a physical inventory of Contr 
Material as provided for in Section V. 

COPYRIGHT* 1985 by the Council of Petroleum Accountants Societies. 



ft. Audita 

A. A NonOpentor, upon notice in writing to Operator and all other Non<>perators, shall have the right to audit Opera­
tor's accounts and records relating to the Joint Account tor any calendar year within the twenty-four (24) month 

iod foUowing the end of such calendar year: provided, however, the making of an audit shall not extend the time 
the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section 

I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por­
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
ahall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and ahall be made at the expense of those Non-Operators approving such audit 

/ 
B. The Operator ahall reply in writing to an audit report within 180 days after receipt of such report 

e 

6. Approval By Non-Opera ton 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this 
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions 
in regard thereto. Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval of 
% majority in interest of the Non-Operators ahall be controlling on all Non-Operators. 

II. DIRECT CHARGES 

Operator ahai! charge the Joint Account with the following items: 

L Ecological and Environmental 

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ­
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological 
nature and pollution control procedures as required by applicable laws and regulations. 

2, Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

«. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of Joint 
Operations. 

(2) Salaries of First Level Supervisors in the field. 

(8) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are excluded 
from the overhead rates. 

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed 
in the operation of the Joint Property if such charges are excluded from the overhead rates. 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees 
whose salaries and wages are chargeable to the Joint Account under Paragraph SA of this Section II. Such costs under 
this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment" on the amount of 
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section II. If percentage assessment 
is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable 
to Operator's costs chargeable to tne Joint Account under Paragraphs SA and 3B of this Section II. 

D. Persona! Expenses of those employees whose salaries and wages are ehargeable to the Joint Account under Paragraph 
SA of this Section II. 

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement, stock 
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Joint 
Account under Paragraphs SA and SB of this Section II shall be Operator's actual cost not to exceed the percent most recent­
ly recommended by the Council of Petroleum Accountants Societies. 

B. Material 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section TV. Only such Material 
thall be purchased for or transferred to the Joint Properly as may be required for immediate use and is reasonably practical 
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided. 

6. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shal! be made 
to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like materia 
ll normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties. 
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B. tfserphii Material it moved to Operator* warehouse or other *torag*>>!nt, «o eWgt̂ ahatl U made to the Joint A< 
•cent for a distance frtaUr thjji the distance to th* iveamt reliable supply «ort *h«» lik* material h Mrmall 
•variable, or railway receiving ]>olnt nearest th* Joint Property unless agreed ic by the Parties. No chart* ahall I 
juuLtJta the Joint Aooooat for itwving Material to other properties belonging to Operator, unless agreed to by U 

C Is the a^icai&n of oobpsragrupha A and B above, th* option to oqosllte or charge actual trucking eost b avafleb 
when th* actual charge Is $400 or lots excluding aceesaorltl crutrps. The |400 will be adjusted to the amount mo 
Yoontly recommended by th* Ciouncil of Petroleum Accountants Societies. 

?. evsrviees ^ 

The eost of contract teTtfeea, aQufpinenVand xrUlrtie* provided by ootsid* sources, except service* excluded by Paragra; 
10 of Section TJ and Paragraph i, It, and iii. of Section III. The eost of professional consultant services and contract u 
•ices of technical personnel directly ongaged cn the Joint Property If such charge* ar* excluded Irom th* overhead rat 
Tha eost of precessions! consultant services or eontract services of technical personnel not directly engaged on the Jo! 
Property ahai! Mt be charged to th* Joint Account onUu previously agreed to by the Parties. 

Kirnipcaaat aad FadHtie* F*r*liih*d By Operator 

A. Operator ahaH dorr* the Joint Account for use of Operator owned equipment and facilities at rates eommensur 
with costs of ownership and operation. Such rata* shall include costs of nulntenanc*. repairs, other operating ex per 

^Alsswraace, taxes, dsprtciation, and intereat en gross investment less accumulated d«prtciation not to exceed tin: 
uxce v/i ptrcent ( 1 / 3 «) per annum. Such rates ahall not *xc**d average commercial rates currently f 

filing in th* tan mediate ana of the Joint Property. 

S. In Beo of chargas in p*j-egrapn IA abc^ Operator may esoct to not rrerage commercial rates prevailing h, the fmrr 
at* area of the Joint Property leas 10%. For surtornotive equipment. Operalor may elect to use rates published by 
gWokum Motor Transport Jjaociation, 

t. Damage* aad Laos at to Jotnt Pi^perty 

AH costs or expenses rtectsaary for the repair or replacement of Joint Property made necessary because of damages or k 
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gro*s negligent 
willful misconduct Operator shall furnish Non-Operator written notice of damages or koaaes Incurred as soon as p rax Ik 
after a report thereof has been received by Operator. 

10. Legal Expense 

Expense of handling, investigating and settling litigation or claims, dischsrging of liens, payment of judgement! 
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to pr 
or recover Ae Joint Property, except thai no charge for services of Operators iesa! staff or fee* nr expense of outxide: 
tseys shall be made unless previously agreed to by the Parties. All other legal expense ia considered to be covered b 
overhead provisions of Section III unless otherwise agreed to by the Parties, except as provided in Section 1, Peraj 
8» 

11. Taxes 

ATI taxes cf every Vine* and nature assessed or levied upon or in connection with the Joint Property, the operation th 
or th* production therefrom, and which taxes hava been paid by the Operator for the benefit of the Parties. If the ad 
rem taxes are based in whole or in part upon separate valuation* of each party's working interest, then notwithsta 
anything to the contrary herein, charges to the Joint Account shall be made and paid by th* Parties hereto in aceor 
with the tax value generated by each party's working Interest. 

12. Isssturanee 

Net premiums paid for Insurance required to be carried for the Joint Operation* for the protection of the Parties, 
arvent Joint Operations are conducted in a state in which Operator may aet aa self-insurer tor Worker's Compensatio 
or Employer* liability under th* respective state's laws, Operator may, at ha election, include the risk under ii 
iuvraaee program and in that event, Operator ahall include a charge at Operator's cost not to exceed manual rat 

U . Abandonment and Reclamation 

stoats incurred for abandonment of th* Joint Property, including costs required by governmentXT or other r*r 
SuTthority. 

14. Communications 

Cost of acquiring, leasing, rnstsTilng, operating, repairing and maintaining communication systems, including rsc 
microwave facilities directly awrving the Joint Property. In th* event communication facilivies/sysum* serving th 
aVoperty are Operator owned, charge* to the Joint Account ahall be made aa provided in Paragraph 8 of this See 

IB. Other E^rpeadKurts 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or tn Section III anr 
is of direct benefit to the Joint Property and ia incurred by the Operator in the necessary and proper conduct of v 
Operation*. 



in. OVERHEAD 

1. Overhead - Drilling and Producing Operations 

I As compensation for administrative, supervision, office services and warehousing costs, Operator ahall charge drilling 
and producing operations on either: 

( ) Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB 
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
8A, Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates 
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account 

ii. The salaries, wages and Persona] Expenses of Technical Employees and/or the cost of professional consultant services 
and contract services of technical personnel directly employed on the Joint Property: 

( ) shall be covered by the overhead rates, or 
( > shall not be covered by the overhead rates. 

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in 
the operation of the Joint Property: 

( ) shall be covered by the overhead rates, or 
( J shall not be covered by the overhead rates. 

A. Overhead - Fixed Rate Basis 

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

Drilling Well Rate $ 

(Prorated for less than a full month) 

Producing Well Rate $ 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 

(a) Drilling Well Rate 
(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill­

ing rig, completion rig. or other unhs used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive 
work days or more shal] be made at the drilling well rate. Such charges shall be applied for the period 
from date workover operations, with rig or other units used in workover, commence through date of rig 
or other unit release, except that no charge shall be made during suspension of operations for fifteen 
(15) or more consecutive calendar days. 

(b) Producing Well Rates 

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

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall 
be considered as a one-well charge providing each completion is considered a separate well by the govern­
ing regulatory authority. 

(8) An Inactive gas well shut in because of overproduction or failure of purchaser to take the production shall 
be considered as a one-well charge providing the gaa well is directly connected to a permanent sales 
outlet 

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com­
pleted on any well. This one-well charge shall be made whether or not the well has produced except when 
drilling well rate applies. 

(5) AH other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow­
able, transferred allowable, etc) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of Apri) each year following the effective date of the agreement 
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur­
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gaa 
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index 
of average weekly earnings of Crude Petroleum and Gas Production Workers as puoiished by the United States 
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics 
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad­
justment 

B. Overhead • Percentage Basis 

(1) Operator shall charge the Joint Account at the following rates: 
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(a) Development 

Percent ( %) ef the cost of development of the Joint Property exclusive of costs provided 
trader Paragraph 10 of Section II and ell salvage credits. 

(b) Operating 

Percent ( %) of th* cost of operating the Joint Property exclusive of costs provided under 
Paragraphs 2 and 10 of Election II, all salvage credit*, the value of injected substances purchased for aeamdarj 
recovery and all taxes and assessmenu which are levied, assessed and paid upon the mineral interest in and 
to the Joint Property. 

(£) Application of Overhead - Percentage Basis ahall be as follows: 

For the purpose nf determining charges on a percentage baais under Paragraph IB of this Section III, developmen 
ahall Include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or a! 
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop 
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in absndonln 
when the well Is not completed as a producer, snd original coat of construction or installation of fixed assets, th 
expansion of fixed assets and any other project clearly diacernibl* as a fixed asset, except Major Construction a 
defined in Paragraph 2 of this Section III. All other costs shall be considered as operating. 

2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred In the construction and Installation of fixed assets, the expansion i 
fixed assets, and any other project clearly diacernibl* as a fixed asset required for the development and operation of tr 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Jo:: 
Account for overhead based on th* following rates for any Major Construction project in excess of $ : 

A * of first $100,000 or total cost If lets, plus 

B * of costs In excess of $100,000 but less than $1,000,000, plus 

C — <> of costs in excess of $1,000,000. 

Total coat shall mean the gross cost of any one project. For the purpose of this parsgraph, tha component paru of a sinr 
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall 
excluded 

8. Catastrophe Overhead 

To compensate Operator for overhead eost* incurred in the event of expenditures resulting from a single occurrence d 
to oil spill, blowout, explosion, Cre, storm, hurricane, or other catastrophes as apreed to by the Parties, which are necessf 
to restore the Joint Property to the equivalant condition that existed prior to the event causing the expenditures, Opera 
shall either negotiate a rata prior to charging the Joint Account or ahall charga the Joint Account for overhead based 
the following rates: 

A * of total coats through $100,000; plus 

B % of total costs in excess of $100,000 but less than $1,000,000; plus 

C % of total coats In excess of $1,000,000. 

Expenditures subject to the overh«*ds above will not be reduced by insurance recoveries, and no other overhead pre 
sions of this Section III shall apply. 

4. Amendment of Rates 

The overhead rates provided for lr, this Section 111 may be amended from time to time only by mutual agreement betw 
the Parties hereto If, in practice, the rates are found to be insufficient or excessive. 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and ahall make proper and timely charges and credits for all Material m 
ment* affecting the Joint Property. Operator shall provide all Materia! for use on the Joint Property; however, at Opera: 
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or sur 
Material, such disposal being made either through aale to Operator or Non-Operator, division In kind, or sale lo outsic 
Operator may purchase, but shsll be under no obligation to purchase, Interest of Non-Operators in surplus condition A c 
Material. The disposal of surplus Controllable Material not purchased by the Operator shal! be agreed to by the Parties. 

1. Purchases 

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In ca* 
Material found to be defective or returned to vendor for any other reasons, credit ahall be passed to the Joint Acc 
when adjustment haa been received by the Operator. 

2. Transfers end Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Oper 
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts; 



A. Ntw Material (Condition A) 

(1) Tubular Goods Other thin Lint Pipe 

fr) Tubular goods, f(Md 2M inch** OD and larger, except line pipe, shell be priced et Eastern milt published 
earload base price* effective es of dsu of movement plus transportation cost using the 80,000 pound carload 
weight basis to tht railway receiving point nearest the Joint Property for which published rail rates for 
tubular goods exist. If the 80,000 pound rail rate U not offered, the 70,000 pound or 90,000 pound rail rate 

1 may be used. Freight etarges for tubing will be calculated from Lorain, Ohio and easing from Youngstown. 
Ohio. 

(b) For grades which are special to/one mill only, prices shall be computed at the mill base of thst mill phis trans­
portation eost from that mill tb the railway receiving point nearest the Joint Property as provided above in 
Paragraph 2A~0Xa). For transportation cost from points other than Eastern mill*, the 80,000 pound Oil Field 
Haulers Association interstate truck rat* shall be used. 

(c) Special end finish tubular goods shsll be priced at the lowest published out-of-stock price, fo.b. Houston. 
Texas, plus transportation cost, using Oil Field Haulers Association interstate 80.000 pound truck rate, to 
the railway receiving point nearest the Joint Property. 

(d) Macaroni tubing (site lees than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.o.b. 
the supplier plus transportation costs, using the Oil Field Haulers Association interstaU truck rate per weight 
of tubing transferred, to the railway receiving point nearest the Joint Property. 

(2) Line Pipe 

(e) line pipe movements (except site 24 inch OD and iarger with walls K Inch and over) 80,000 pounds or more 
shall be priced under provision* of tubuiar goods pricing in Paragraph A.QX*) a* provided above. Freight 
charges shall be calculated from Lorsln, Ohio. 

(b) Line pipe movement* (except size 24 inch OD and larger with walls yt inch and over) less than 80,000 pounds 
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent, 
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para­
graph A.(lXa) as provided above. Freight charges shall be calculated from Lorain, Ohio. 

(c) Line pipe 24 inch OD and over and X inch wall and larger shall be priced f.o.b. the point of manufscture 
at current new published prices plus transportation cost to the railway receiving point nearest the Joint 
Property. 

(d) Line pipe, Including fabricated line ptpe, drive pipe and conduit not listed on published price lists shsll be 
priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices 
agreed to by the Parties. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply 
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway 
receiving point nearest the Joint Property. 

(4) Unused new Material, except tubular goods, moved from the Joint Property ahall be priced at the current new 
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of 
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property. 
Unused new tubular* will be priced as provided above in Paragraph 2 A (1) and (2). 

B. Good Used Material (Condition B) 

Material in sound and serviceable condition and suitable for reuse without reconditioning: 

(1) Material moved ta the Joint Property 

At seventy-five percent (75*) of current new price, a* determined by Paragraph A. 

(2) Material used on and moved from th* Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if MaterMt was origina!l> 
charged to the Joint Account as new Material or 

(b) At Sixty-five percent (65%) of current new price, as determined by Paragraph A. if Material was original!) 
charged to the Joint Account as used Material. 

(8) Material not used on and moved from the Joint Property 

At seventy-five percent (75%) of current new price as determined by Paragraph A. 

The eost of reconditioning, if any, shall be absorbed by the transferring property. 

C. Olher Used Material 

(1) Condition C 

Material which tt not in sound snd serviceable condition and not suitable for hs original function until after recor 
ditioning shsll be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost c 
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning 
does not exceed Condition B value. 
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CZ) Coftdftiori D 

Material excluding Junk, tie longer suitable Ior hi original purpose, but usable for some other purpose shall be 
priced os A basis commensurate with its use. Operator may dispose of Condition D Material under procedures 
normally used by Operator without prior approval of Non-Operators. 

(a) Casing, tubing, or drill pipe used as line pipe shsll be priced as Grade A and B seamless line pipe of com 
parable site and weight Used easing, tubing or drill pipe utilised as line pipe shall be priced at used lint 
pipe prices, 

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines 
shall be priced under normal pricing procedures for easing, tubing, or drill pipe. Upset tubular goods shal 
be priced on a non upset basis. 

(8) Condition E 

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under procedures nor 
mally utilized by Operator without prior approval of Non-Operators. 

D. Obsolete Material 

Material which Is serviceable and usable for iu original function but condition and/or value of such Material ta nr 
equivalent to that which would iuatify a price as provided above may be apecially priced as agreed to by the Partie 
Such price ahould result in the Joint Account being charged with the value of the service rendered by such Materis 

E . Pricing Conditions 

(1) Loading or muViadJng coats may be charged to the Joint Account at the rate of twenty-five cents (25*) per hundn 
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stockir 
point The above rate shall be adjusted as of the first day of April each year following January 1.1985 by the sar 
percentage increase or decrease used to adjust overhead rates In Section III, Paragraph 1A(S). Each year, t 
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April ne 
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies. 

(2) Material Involving e recti on costs shall be charged at applicable percentage of the current knocked-down price 
new Material. 

&, Premium Prices 

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or otl 
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the requir 
Material at tho Operator's actual cost incurred in providing such Material, in making it suitable for use, and in mov 
ft to the Joint Property; provided notice in writing ia furnished to Non-Operators of the proposed charge prior to bill 
Non-Operators for such Material. Each Non-Operator shall have the right, by ao electing and notifying Operator wit 
ten days after receiving notice from Operator, to furnish in kind all or part of hi* share of auch Material suitable for 
and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

Operator does not warrant the Material furnished. In case of defective Material, credit ahall not be passed to the J< 
Account until adjustment has been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

Tbe Operator shall maintain detailed records of Controllable Material. 

1, Periodic Inventories, Notice and Representation 

At reasonable intervals, inventoriss shall be taken by Operator of the Joint Account Controllable Material. Written n 
of intention to take Inventory shall be given by Operator at least thirty (30) days before any Inventory is to begin ao 
Non-Operators may be representod when any inventory ia taken. Failure of Non-Operators to be represented at an lr 
tsry shall bind Non-Operators to accept the inventory taken by Operator. 

1, Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of s physical inventory shall be made with! 
months following the taking of the inventory. Inventory adjustments shall be mads by Operator to the Joint Accour 
amragea and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligcr 

X. fpeeial Inventories 

Special Inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Pro; 
It shall be the duty of the party Belling to notify all other Parties as quickly as possible after the transfer of interest 
place. In such cases, both tha seller and the purchaser ahall be governed by such inventory. In cases involving a cl 
ef Operator, all Parties shall be governed by such inventory. 

4. Expense of Conducting Inventories 

A, The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to i 
Parties. 

B. The expense of conducting special inventories shall be charged to the Parties requesting auch inventories, exc< 
emtorie* required due to change of Operator ahall be charged to the Joint Account 
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GAS BALANCING AGREEMENT FORTHCOMING 



OWNERSHIP - NONSTANDARD PRORATION UNIT 

SW/4 SECTION 5-25N-11W ('160 acres) 

Pro New Mexico, Inc. 100% 160.00 
141 E. Palace Avenue 
Santa Fe, NM 87501 

/OteJb 



OWNERSHIP - PRORATION UNIT IF COMPULSORY POOLED 

WORKING INTEREST OWNERS TO BE COMPULSORY POOLED 

Working Int. Net Acres 

NW/4 SECTION 5-25N-11W (160 acres) 

Bureau of Indian Affairs, 100% 160.00 
as superintendent for certain unknown Navajo 
allottees 

301 W. Hill 
Gallup, NM 87305 

SW/4 SECTION 5-25N-11W (160 acres) 

Pro New Mexico, Inc. 100% 160.00 
141 E. Palace Avenue 
Santa Fe, NM 87501 

WORKING INTEREST OWNERSHIP FOLLOWING COMPULSORY POOLING 

NW/4 & SW/4 SECTION 5-25N-11W (320 acres) 

Pro New Mexico, Inc. (Operator) 50% 160.00 

Bureau of Indian Affairs, 50% 160.00 
as superintendent for certain unknown Navajo 
allottees 

100% 320.00 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION OF 
PRO NEW MEXICO, INC. 
FOR A NON-STANDARD PRORATION UNIT, 
OR IN THE ALTERNATIVE, COMPULSORY CASE NO. 10615 
POOLING, BASIN-FRUITLAND COAL 
GAS POOL, SAN JUAN COUNTY, NEW MEXICO 

ORE [iX\\\\y":~ CATANACH 
AFFIDAVIT OF COMPLIANCE . 

WITH RULE 1207 S ^ . , L ! j 

STATE OF NEW MEXICO ) ! " J T :o _ 

COUNTY OF SANTA FE ) JO(J>L2_. . 

JOLENE DICKS, authorized representative of Pro New Mexico, Inc., the 

Applicant in this case, being duly sworn and upon oath states as follows: 

1. On behalf of Applicant, I conducted a good faith diligent effort to 

discover the correct address of each interested person or party entitled to notice in this 

case under Rule 1207 of the Oil Conservation Division's Rules on Procedure. 

2. On behalf of Applicant, I apprised all interested persons or parties of 

the nature and pendency of this case by sending a copy of the Application on October 

22, 1992 by certified mail, return receipt requested. 

3. As evidenced by the attached copy of the Application, certificates of 

certified mailing and return receipts, proper notice in this case has been given as required 

by Rule 1207. 

JOLENE DICKS 

SUBSCRIBED AND SWORN to before me this / ^ d a y of December, 1992 

MY COMMISSION EXPIRES: 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF PRO NEW MEXICO, INC. FOR NON-STANDARD 
PRORATION UNIT, OR IN THE ALTERNATIVE, 
COMPULSORY POOLING, BASIN-FRUITLAND COAL 
GAS POOL, SAN JUAN COUNTY, NEW MEXICO. 

OCT 2 2 \392 

CASE NO. 

APPLICATION 

PRO NEW MEXICO, INC. ("Applicant") hereby applies to the Oil 

Conservation Division ("Division") for an order approving the creation of a non­

standard proration unit for the Basin-Fruitland Coal Gas Pool consisting of 160.0 acres, 

more or less, and comprised of the SW/4 of Section 5, Township 25 North, Range 11 

West, San Juan County, New Mexico or, in the alternative, an order which 

compulsorily pools all mineral interests from the surface to the base of the Basin-

Fruitland Coal Gas Pool in and under a standard proration unit comprised of the W/2 

of Section 5, Township 25 North, Range 11 West, San Juan County New Mexico. In 

support thereof, Applicant would show the Division: 

1. Applicant owns 100% of the working interest in and under the 

SW/4 of Section 5, and applicant has the right to drill thereon. 

2. The Bureau of Indian Affairs, as superintendent for certain 

unknown Navajo allottees, owns 100% of the working interest in 

and under the NW/4 of Section 5. 

l 



3. Applicant proposes to drill the above-referenced non-standard, or 

in the alternative, pooled unit to a well to be drilled at a standard 

location of said Section 5. 

4. Applicant has sought the voluntary cooperation of the working 

interest owners in drilling the standard proration unit comprised of 

the W/2 of Section 5 (shown on Exhibit "A" attached hereto), but 

the Bureau of Indian Affairs has not agreed to cooperate in such 

drilling. 

5. The creation of the proposed 160 acre non-standard Basin-

Fruitland proration unit, or in the alternative, pooling of the mineral 

interests in the standard 320 acre proration unit, is necessary to 

prevent waste, protect correlative rights permit the applicant to 

obtain its just and fair share of the gas underlying the subject 

lands. 

6. The Basin-Fruitland Gas Pool in this area, including acreage 

covered by the proposed proration units, is being rapidly developed 

in accordance with the drilling pattern established by Order No. R-

8768 (Rule 7), the Special Rules and Regulations for the Basin-

Fruitland Coal Gas Pool, as shown on Exhibit "A" attached hereto. 

2 



7. Pursuant to the applicable notice requirements, applicant has 

notified by certified mail, return receipt requested, all parties listed 

. on Exhibits "B" and "C" attached hereto of the filing of this 

application and the date of the hearing requested below. 

WHEREFORE, applicant prays this matter be set for hearing before a duly 

appointed Examiner of the Division on November 19,1992, and, after the notice and 

hearing requiring by law, the Division enter its order approving the creation of the 

proposed 160.0 acre non-standard proration unit or, in the alternative, the compulsory 

pooling of all working interests in the standard 320.0 acre proration unit, including 

provisions for applicant to recover out of production therefrom its costs of drilling, 

completing and equipping the well, plus a 200% risk factor for drilling, completing and 

equipping such well, and all costs of supervision and operation of such unit. In 

addition, applicant prays it be granted any and all other relief which the Division deems 

necessary and equitable. 

Respectfully submitted, 

PRO NEW MEXICO, INC., 
Applicant 

By 
/Xfolene M. Dicks, Secretary 
(/ 141 E. Palace Avenue 

Santa Fe, NM 87501 
(505) 988-4171 

3 



BIA Ownership 

Pro New Mexico Ownership 

'Proposed Non-standard P.U. 

Proposed Compulsory Pooling 

Producing F r u i t l a n d Well 

F r u i t l a n d Location or Waiting on Connection 

Proposed Well (approximate l o c a t i o n ) 

EXHIBIT "A" 



EXHIBIT "B" 

CURRENT BASIN-FRUITLAND COAL WELLS OFFSETTING 
THE SW/4 SEC. 5, T-25-N, R-11W 

SAN JUAN COUNTY, NEW MEXICO 

Operator/Address 

Giant Exploration & 
Production Company 

P.O. Box 2810 
Farmington, NM 87499 

Well Name 

Buena Suerte 32-L #1 

Buena Suerte 33-L #1 

Buena Suerte 5-B #1 

East Bisti Coal 6 #1 

East Bisti Coal 7 #1 

Location 

SE/4 NW/4 SW/4 
Sec. 32, 26N,11W 

SE/4 NW/4 SW/4 
Sec. 33, 26N.11W 

SE/4 NW/4 NE/4 
Sec. 5, 25N, 11W 

SW/4 NE/4 NE/4 
Sec. 6, 25N, 11W 

SE/4 SW/4 NE/4 
Sec. 7, 25N, 11W 

East Bisti Coal 8 #1 SW/4 NE/4 NE/4 
Sec. 8, 25N, 11W 



EXHIBIT "C" 

WORKING INTEREST OWNERS TO BE COMPULSORY POOLED 

NW/4 SECTION 5-25N-11W (160 acres) 100% Bureau of Indian 
A f f a i r s , a s 
superintendent for 
certain unknown 
Navajo allottees 
301 W. Hill 
Gallup, NM 87305 

SW/4 SECTION 5-25N-11W (160 acres) 100% Pro New Mexico, Inc. 
141 E. Pe»ace Avenue 
Santa Fe, NM 87501 

i 



POST*. S i r , . i t 

P 772 6b2 3fiQ 

Certified Mail Receipt 
No Insurance Coverage Provided 
Do not use for International Mail 
(See Reverse) 

Sen: 10 

G i a n t E x p l . & P r o d Co 
Street i No 

P.O. Box 2810 
PO . Stale & ZIP Code 

F a r m i n g t o n , NM 87499 • 
Postage 

$ .oy 
Cetitied Fee 

/.OD 
Special Delivery Fee 

Restricted Delivery Fee 

Return Receip" Showing 
tc Whom & Date Delivered J.00 
Return Receipt Showing to Whom. 
Date & Address of Delivery 

TOTA;. Postage 
& Pees 

Postma'n of Date 

m ± S E N D E R : Comp le te i t ems 1 snd 2 w h e n add i t iona l s e a n c e s are des i red, and complete i tems 
~ 3 and 4 . 
Put your address in the "RETURN T O " Space on the reverse si'de. Failure to do this wi l l prevent this card 
f r o m b e i n o returned to vou. The return receipt fee wi l l orovide vou the name of the person delivered to and 
the date of delivery. For addi t ional fees the fo l l ow ing se rv i cesa /e available. Consult postmaster for fees 
and check box les l for addi t ional servicels) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

(Extra charge) (Extra charge) 

3 . A r t i c l e A d d r e s s e d t o : 

G i a n t E x p l o r a t i o n & P r o d . Co . 
P .O . Box 2810 
• F a r m i n g t o n , NM 87499 

4 . A r t i c l e N u m b e r 

P 772 862 380 
3 . A r t i c l e A d d r e s s e d t o : 

G i a n t E x p l o r a t i o n & P r o d . Co . 
P .O . Box 2810 
• F a r m i n g t o n , NM 87499 

T y p e o f S e r v i c e : 

U j Registered H I Insured 

L}{ Certif ied • COD 
M F»nrs«5 Mail P I Return Receipt — txpress Man I_I f o r M e r c n a n J j s e 

3 . A r t i c l e A d d r e s s e d t o : 

G i a n t E x p l o r a t i o n & P r o d . Co . 
P .O . Box 2810 
• F a r m i n g t o n , NM 87499 

Always obtain signature of addressee 

or agent and DATE DELIVERED. 

5. S i g n a t u r e — A d d r e s s e e 

x 
8. Addressee's Address (OS'LY if 

requested and fee paid) 

6. S i g n a t u r e — A g e n t 

8. Addressee's Address (OS'LY if 
requested and fee paid) 

7. Date of Delivery , J 

8. Addressee's Address (OS'LY if 
requested and fee paid) 

PS Form 3 8 1 1 , Apr 1989 . U.S.GP.O. 1889-234-615 DOMESTIC RETURN RECEIPT 

P 77E fib2 3 f i l 

Certified Mail Receipt 
No Insu rance C o v e r a g e P rov ided 

Do not use for In te rna t iona l Mai l 

* J i ° Z Z & (See Reverse) 

Sent to 

Bureau of Indian A f f a i r s 
Sueei & No 

301 W. H i l l 
PO . State & ZIP Code 

Gallup, NM 87305 
Postage 

Cenif.ed Fee 

Special Delivery Fee 

Restncted Delivery Fee 

Return Receipt Showing 
to Whom (, Date Delivered 

Return Receipt Snowing tc Whom. 
Dale. & Address of Delivery 

TOTAL Postage 
& Fees 

/ OO 

/.OO 

Poslma-r o' Dale 

• S E N r j E R : Comp le te i t ems 1 and 2 w h e n add i t iona l serv ices are des i red , and comp le te i t ems 
3 andT4. 

Put your address in the "RETURN T O " Space on the reverse side. Failure to do th is wi l l prevent th is card 
f rom being returned to you. The return receipt fee wi l l provide vou the name of the person delivered to and 
the date of delivery For addi t ional fees the fo l low ing services are available. Consul t postmaster (or fees 
a n d c h e c k boxles) for addit ional servicels) requested. 

1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 
; (En™ charge) (Extra charge) 

3 . A r t i c l e A d d r e s s e d t o : 

Bureau of Indian A f f a i r s 
as superintendent f o r c e r t a i r 
unknown Navajo a l l o t t e e s 

301 W. " ̂ 1 

5. S i g n a t u r e — A d d r e s s e e 

X 

6 . S i g n a t u r e — A g e n t 

X 

7. D a t e o f De l i very , 

•S Form 381 1, Apr. 1989 

Q&2 

4 . A r t i c l e N u m b e r 

P 772-862-381 
T y p e o f S e r v i c e : 

• Registered I I Insured 

[ ^ C e r t i f i e d D COD 

I I Express Mail I I Return Receipt 
— for Merchandise 

A lways obtain signature of addressee 

or agent and DATE DELIVERED. 

8. Addressee's Address (0,\LY if 
requested and fee paid) 

• US.GP.O. 1MS-238-S15 DOMESTIC RETURN RECEIPT 
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OFFSET FRUITLAND COAL WELLS 

WELL NAME 

Buena Suerte 
32G Com #1 

Buena Suerte 
32L Com #1 

Buena Suerte 
33G Com #1 

Buena Suerte 
33L Com #1 

Cowsaround 
36 #13 

Cowsaround 
36 #7 

Buena Suerte 
4G Com #1 

Buena Suerte 
4L Com #1 

Buena Suerte 
5B Com #1 

OPERATOR STATUS LOCATION 

WOC Giant 
E&P Inc. 

Giant WOCT 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc, 

LOC 

LOC 

Nassau WOCT 
Resources 

Nassau WOCT 
Resources 

Giant WOPL 
E&P Inc. 

PGW 

PGW 

1830'FNL 
2130'FEL 
Sec. 32 
T26N, R11W 

1850'FSL 
790'FWL 
Sec. 32 
T26N, R11W 

1675'FNL 
2230'FEL 
Sec. 33 
T26N, R11W 

1805'FSL 
790'FWL 
Sec. 33, 
T26N, R11W 

790'FSL 
790'FWL 
Sec. 36 
T26N R12W 

16751FNL 
1850'FEL 
Sec. 36 
T26N R12W 

1820'FNL 
2480'FEL 
Sec. 4 
T25N, R11W 

1625'FSL 
1085'FWL 
Sec. 4 
T25N, R11W 

1030'FNL 
1580'FEL 
Sec. 5 
T25N, R11W 

SPUD COMP ID PC DATE 
DATE DATE MCFD (PSIG) SALES 

9/24/92 NA NA NA NA 

8/31/92 NA NA NA NA 

NA NA NA NA NA 

NA NA NA NA NA 

10/8/90 NA NA NA NA 

10/12/90 NA NA NA NA 

7/8/91 10/4/91 NA NA 

9/19/90 11/7/90 303 56 2/27/92 

3/12/91 4/15/91 154 72 12/29/91 

BEFORE EXAMINER C." 
OIL CON: .;RY AVION . 

7A 



Page 2 

WELL NAME 

East B i s t 
Coal 6 #1 

East B i s t i 
Coal 7 #1 

Carson Unit 
7 #323 

East B i s t i 
Coal 8 #1 

East B i s t i 
Coal 8 #2 

OPERATOR STATUS 

Giant PGW 
E&P Inc 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Giant 
E&P Inc. 

Pete Morrow #1 Giant 
E&P Inc. 

Pete Morrow #2 Giant 
E&P Inc. 

WOPL 

WOPL 

PGW 

WOPL 

PGW 

PGW 

830'FNL 5/16/90 6/5/90 116 66 9/28/92 

NA 

LOCATION 

830' FNL 
1300 •FEL 
Sec. 6 
T25N , R11W 

2330 •FNL 
1740 'FEL 
Sec. 7 
T25N , R11W 

1870 •FSL 
1800 'FWL 
Sec. 7 
T25N , R11W 

795' FNL 
1230 'FEL 
Sec. 8 
T25N , R11W 

1800 •FSL 
1800 •FWL 
Sec. 8 
T25N , R11W 

1650 'FNL 
1975 'FEL 
Sec. 1 
T25N , R12W 

1850 •FSL 
1190 • FWL 
Sec. 1 
T25N , R12W 

GAS 
SPUD COMP ID PC DATE 

DATE DATE MCFD (PSIG^ SALES 

795'FNL 4 /30 /90 5 /30 /90 25 74 12/12/91 

NA 


