PRO NEW MEXICO, INC.

141 E. PALACE AVENUE
SANTA FE, NEW MEXICO 87501
(505) 9884171
Telefax (505) 988-4548

September 21, 1992

I L E BEFCRL I/ 2in &7 L
Ms. Mary Lou Drywater OlL COTLT T
Supervisor, Realty Specialist
Navajo Area Office T Y / e
Real Property Management
Bureau of Indian Affairs canz w106 gi o

301 W. Hill LT
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. | 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
drilied 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.

Oil and Gas Production and Properties



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 1/2 of Section 6 and on
the S 1/2 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. Inits statutory
obligation to the Navajo Tribe we urge the BIA to consider the crucial importance of
the NW 1/4 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 would 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 | 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.

By ; ?
J. E. GALLEGOS

President
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NEW
MEXICO
INC.

QIL & 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
Jownship 25 North, Range 11 West
San Juan County, New Mexico

Dear Ms. Drywater:

Ten days ago, on September 21, 1992, | 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 Fruittand Formation. Because of the year-end expiration for the well to qualify for tax
investment crediting under Section 29 of the L.R.C. it is imperative that the B.|.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 Qil 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.1.A. (a) lease the acreage to it or other lessees
who would communitize the acreage with the SW/4 or (b) agree to a pooling of its mineral interest so
that a well might be drilied. 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 b.

Please be advised that since our last letter Giant Exploration & Production Company has
completed a direct offset Fruitiand 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 "Fruitland location” on the
map that accompanied our September 21, 1992 Letter.

Very truly yours,

PRO NEW MEXICO, INC.

BEFORE EXARHMER CA 0 7 g‘
OIL CONZIRVATION Sivinisn By

J. E. Gallegos

e EXOUEIT N0, _:1____ President
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VIA FEDERAL EXPRESS

October 9, 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, Range 11 West
San Juan County, New Mexico

Dear Ms. Drywater:

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
21, 1992 and October 2, 1992.

We have requested that the unleased NW/4 which the B.l.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.l.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.

BEFORE EXALI TR CATAHACH
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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.l.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 21, 1992,
Pro New Mexico will understand that the B.l.A. is unwilling to either (a) immediately
make the acreage available for cil and gas leasing or (b} voluntarily pool its mineral
interest as above requested. In that event, Pro New Mexico will apply to the Qil
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.l.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.

3
J. E. Gallegos

President

cc: Bob Fielder
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OPERATING AGREEMENT

DATED

19 .

OPERATOR Pro New Mexico, Inc

CONTRACT AREA __T25N, R11W

Section 5. W/2

Gracia 5K Nna_ -2

COUNTY OR PARISH OF __San_Juan STATE OF _New Mexicao

COPYRICHT 1982 « ALL RIOHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 3408 CONTINENTAL LIFE BUILDING,
PORT WORTH, TEXAS, %6102, APPROVED FORM.
A.APL. NO, 610 . 1982 REVISED




S’

.AAPL FORM 610 - MODEL ~"RM OPERATING AGREEMENT - 1982 -

GUIDANCE IN THE PREPARATION OF THIS AGREEMENT:

1.

Tile Page - Fill in blanis as spplicable.

2. Presmbl, Puge 1 - Enter name of Operator.

3.

10,

11,

12

13.

AL

13.

16.

17.

Asticke II - Bxhibits:
@) Indicate Exhibrits to be geeached.
() If it is desired that no reference be made 10 non-discrimination, the referance to Exhibit **F** should be defered.

Article TT1.B. » Interests of Partics in Costs and Production « Entwer royalty fraction sx agreed 10 by perties.

. Arode IV A. - Titie Examingtion - Sclect option e agreed 10 by the parties.

Artlcle IVB. - Loxs of Tide - H **Joint Losms”™* of Title is desired, the following changes should be made:

{s) Delete Arvicis VB and IVB.2

(®) Artide IV.B.3 - Dedete phrasc "‘ocher than thase set forth in Artide TV.B.1 and IV.B.2 above."’

&) Artide VILE. - Cumnge reference at end of the firwt grammadics! peragreph from “*Article IV.B.2™ o **Artide IV.B.3.*"

@) Article X, - Add = the conduding sentence - **All cdlsims or suits involving title to any interes: subject m thix sgreement shall be
treazed a3 2 claim or & mit against all parties hereto.*

. Article V - Opersior - Enter mame of Operstor.

Artice VLA - Initlsl Wall

{a) Date of commencement of drilling,
®) Location of well.

) Otligation depth.

. Article VLB.2.(b) - Subsequent Operttions - Enter perudty percentage as agreed to by partics.

Article V1.C. - Taking Production in Kind - If a Gas Balancing Agreement is not in existence nor attached hereto as Exhibit **E™*, then use
Alterngre Page 8.

Aricle VIID.1. . Limimtion of Expenditures - Select option as agreed to by parties.

Article VIID.3. - Limirariom of Expenditurcs - Enter Emitation of expendinure of Operuior for single project and amount sbove which
Operatoc may furnish information AFE.

Ardcle IX, - loternal Revenue Cade Election - Delete this articie in the event the agreement is & Tax Purtnership and Exhidit *G™" is st
eached.

Aericle X - Chalne amd Lescudts - Farer clsim limit a5 aereed 9 by partes.

Ardcle XTI - Term of Agreemnant:
{s) Selzct Option ss agreed 10 by partics.
(L) U Optiaa Ne. 2 Is salumad. sator agrood numbar of dayy in twn (7) Manks

ArﬂchN.B-GovemiEiLn&nmmuqmdmbypmin.

Signature Prge  Enter effective date.
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OPERATING AGREEMENT

m “m PTO Ngw beirn' 1ne
141'5 ”aface Ave. .y Santa Fe, NM 87501 bereinafier desipruaed a2d

seferred to a8 “Operator™ uampucmmmw somegimes bereinafter referred 1 fndividually herein
= *"Noo-Oparstor'’, snd collectively & * Noa-Opwaun*®,

WITNESSETH:

Bxhidh *A", and the prriis hereio heve resched 25 agreeent ® splare and develop thase lemes andior oll and g inerests for the
producdon of ol and gas w the extant sod s hareioafrer provided.

NOW, THFRITORL, k b agresd m fllows:

"R GRS o ¢ g A VL. 5 SONSIPRR

¢ gt g APIPS -,

ARTICIN Y
DEFINTTIONS

As ased I this agreament, the foliowing words and swres shall bave the mestings here sucrided 10 thern:

A.'n-ua‘\i-dp“m-naﬂ..-‘duh-d.n.pmuddnlpﬁumhm
and othe marketable subsances produced therewish, wales &n bren: 20 Bt the indusiveness of this s s spacifically stazed

B. The wres “‘oll and ges lamse™’, “Jeasc™ and *Jamsehold™ Mmh‘n—dphﬂlm‘mdw
m-ﬁhhmm-ﬁnmm-ihunﬂsn&bm&

C Ibe mrm ol w0d g bmermets™ ghull mesn wnlawa! be e atowrsl lateress @ waces of Jnd lying within the
Costny Ares which are owned by potim w0 this agreement.

D. The term *‘Contract Ares®’ ghall menn all of the fands, ol and gas fessehold ipearests and ofl and gus interests fnrended 1o be
developad snd opersted for ol md g purposss under this agreement. Such imnds. off and gas lemsehold interess sod ail and gas interecs
are dascribed fn Bxhibiz At

E The wrm “delliing enit’’ shall mean the arms fixed for the drilling of one well by order or tole of xay sate or
* fuderal body heving authoriry. B & drilling unit is oot fixed by sny soch rule or order, o érilling unit shall be the drilling unit as eswablish-
o by the pattern of drilling fn the Contracy Arw or s fixed by expren agreement of the Drilling Parties.

F. The term “‘drilisine™” shall mesn the ol snd gus fense or foteres: on which 2 proposed well is © be Jocased.

G. The serms “Drflling Party*’ snd ‘Chaau;!m;"ﬂwnmvhowwimhndmbd\mdt.htmd
say operstion conducted under the provisicas of this agreemen:.

H. The rerms *“Noo-Drilling Party'” s8d “Noo-Consenting Puorty’’ shell mesn & party who elcos mot 1o participay
fn a proposed operstion.

Unles the content othorwise clearly indicets, words wsed fn the siogular include the ploral, the plors! includes the
singuiar, end the peuter gendcy includes the masculing aad the ferxdnine.

L4

ARTICLE LI,
EXHIBITS

The following exhibiny, m indicsted below and artached herewo, are incorporated in and made 2 part hereo!:

D A Exhidit “*A™, shall indlude the $ollowing informetion:

Q) Mentibation of lands subject o this agreement,

Q) Restrictioms, ¥ any, & ® depihs, formations, or suances,

) Percestges or fracsionsl iourests of paries © this agreemen:,

) Ol nd gu lomses andior 82 and gas ioeeress subjact w0 this agreement,

() Addrancs of parties for sotice porposcs.

. Eahibit *B'*, Form of Lease.

¢

lﬂiﬁt"t"ﬁnmm _ -
F. Exhidit *F*, Noo-Discrimmostion and Cartification of Noo-Segregatad Facilinies. ' '
O G. Exhitk “G*', Tax Paruership,
¥ say provision of sy mhibit, except Bxhibin T aad “G*, ihm:nhmmmmpebdy
of this agreenent, the provisions in the body of this agresment shall prevadl. %F
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ARTICLE 111
INTERESTS OF PARTIES

A. 01 and Ges Inzarests:

¥ any party owns an ol end g deterest i the Contract Ares, St e shall be tromed for ol porposns of this agreement
and during the trm barecd 23 W Ik were coversd by the form of ofl and gas kst stoachad bevees s Exhidic B ond the owner therwol
Mk“bmﬂhmﬁ”“bmudumdumw.

3. Jsteress of Parciee s Coss and Production:

mw»mmdmdmmhmmummumm
puid, and a1l equipmant and mewrials acquired in operstions on the Contrat Arcs shall be owned, by the parvies s their interess are set
forth In Pxhibit **A"". b the sme summer, the parties shall Ao own a3l production of ol sod gas from the Conracy Arw subject © the
oyt of roysdtics ® the anent o35 _JESeTVEd in leases ‘which ghall be borpe s bercinalner set forth.

Regrrdiens of which garty b amarridored the Iaeses) ondir all and gas frwcren(s) beres sn which ronlry & due and
payable, aach parvy ensitied to receive 3 share of production of oll snd gax from the Contract Ares shall bost 80d shall pey or deliver, or
Coune ® be pald or detivared, © the exwmt of i foterest in such producrion, she royalry smount stipulsted herainabove and shall hold the
@ther parties free from any Bability shereior. No party diull ever be rewprmaibie, however, on & price basls highcr s the price recived
by such party, © any ethor party's dwwor ar royaly ownor, sad ¥ agy such axher party’s lessor o foylty owner should demand and
suceive secdamant 00 3 highar price besis, the perrry rontributing the sffecwd brase shall bear the additional roystry burden saributshk: ©
much highe price.

Nothing contsined Je this Artice T8 shall be deewmad an amiznment o cromessignment of imerests covered bereby.

C. Ezoms Royshties, Overridiog Royahties 2nd Other Payments:

Unlma changed by odher provisions, H she ioterest of sny party fn0 sny Jousc covered herchy i subjer © sny ruyalt;
everriding royalty, praduction prymen: or other burden on production in excess of the smonnt stpulsted in Arricle LB, such party s
Burdeaed shal! smuwne and alone beas all such excrss obligations and shall indammily and hold the other parties herrio harmiess from e
and 5B daims gnd demands for pryment smensd by owncn of such excess borden.

D. Saobsequendy Crested Imterest:

¥ any purty should berefrer owaw x overriding royalry, production peyment or other burden payable out of productic
stributable to i working interest hereundcy, or il such o burden exixted pricr to this agreament and is noc san forth in Exhibit A«
wa not disciosed in writiag to all othet partia priue 10 the execudon of this sgreement bry all parties. o is nox s jeintly scknowledped
———yted 400gal0a of oV poaira (amy minh bt beinig law odisfien selnint 10 30 “enbemiently reoated inmra | TeioecTive of £
aming of i creation and the parry oot of whose working inweres( the subsequently crested inrerext is derived being herainafier peferr
© o “bordencd party*’), end:

1. ¥ the burdened party ¥ required ynder this agreement © sssign or relinquish to wny oeher party. or parties, all or 8 por
of i1s working imterest sndor the production srributable therew, mid viber party, or partics, shall receive mid amignmen: and
production free and clesr of mid subwequently craared interes: and the: burdenm! pany shell indemmify and seve mid oher par
o parrica, hertlen froxn any eod ol claims and demends for payment sssera! by owoens of the subsaquently cresied mtere
and.

2. ¥ the butdened parry fsih 1o pay, when due. tu share of expenses chargoable hareunder, ol provisions of Artick VII.B. shal’
enforcmble againn the mbaequently crested interest in the stine memncr & they are enforceeble againg: the working interes
the burdenad party.

AXTICLE TV. .
TImes -
A. Tide Examingtion:

mmmumemrdmwwnmnmm‘d&mmmﬁa
the Drilling Marties 50 reqoon, tie examanetion soau be made on the lomo mudks ull mal g bum ob wduded, w fletsed w32 ine
od, in the drilling unk sround mxch well The opinion will include the owncratep of the working intcrest, minerals, roysky, .
soyalty snd prodnction prymen s under the spplicable loases. At the time ¢ well is proposed, each party contributing lesses sndker &0
oo interern w the dellisite, or  be inchudil in such drilling uait, shall furnish ® Operwor all abstracys (including feders! bowik =
saports), thie opinions, tirle pepens and curstive materis! in irs possession frec of charpe. A such fnformation nex i the posseskicn
made rrallable 10 Operacor by the partias, but secestary for the examinsrion of the title, shall be obained by Operator.Opdas
e ik w L camisiamn] Uy aliuninya b 2 2aH 82 by swmide amownose. Copior of aD title opinion gl he hrrnfhd 1 fh |
freco, The cost incurred by Operszor in this title progrem shall be borne a8 follows: TR

" No. 1: Coses dncurred by Operstor i procuring sbesracts and stk eeamination Sacluding prelimisggy.
ot g apinsans and division order itk opinions) shal be & part of the ddminiscrative overhesd 1 pa
and shall 0ot be s diesc: charpe, whether performed by Operaror®s sadf storneys or by outside sttorneys.

.2'
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ARTICLE IV ’
continued

D Option No. 2: Costs incurred by Opurator dn procuring sbetracs and fees paid ounide wmwmaeys for title eaminsnon
(including preliminary, supplernental, shut+n gus royaity opinions ena aivision onder tile vpliduse) slall ba Laaea Uy Un D. T4 Masvien
in the proportion that the interwst of each Drilling Party bears to the sl intercst of sl Unisng rarues &5 such oy g iu La-
fatnt ~*A"*. Operstor ghatl ke uw Ui g fun aci vivas scadired by s wall stormey o¢ other peryrmme! in the pevfrrmumee of the sbove

functions.

Exch party shall be fesponsible for securing curstive maner and pooling smendments or sgreements roquired in conncrtion
with leasis or o and gas interests contributed by such parry. Operator shall be responibl: for the preparmtion and recording of pooling
designations ur declarations as well a3 the conduct of hearings before governmental agencies lor the securing of spacing or pooling order.
This shall not prevent sny party from appoaring on fs own behalf st sny such hesring.

Plo wwell ehall by deilled n eha Fantrart Aree naril sfier (1) the title 1 the drillsiie or drilling unit has b examined as above
provided, and (2) the tithe has been approved by the examining sttoraey o title has been scceprid by all of the parties who arq to par-
ticipets in the drilting of the well,

B. Loes of Tite:

1. tmiure of Tl SLuuld auy W eind gos sl ovl o dasd, 82 (areree dhumdis, as bt sluimiph (e o 1010, Whish Iam pisativa in 0
feduction of interest from thar shown on Exhibit **'A ™", the party contributing the affected ixse or interest xhull have ninery (H0) days
from final determination of tide failur: to mxyuire & new Jease or other insrument curing the endrety of the tide ailure, which acyuisi-
tion will aot be subjct wo Ardcle VITLE., and Luiling to do 0, this agreement, nevertheless, shall continue in foree as o all remaining oil
and gas leases and interests: and,

() The party whose ol) and gms e or interest is affected by the thtle faillure shall bess alone the entirg loss and t shall not be
entitied to recover from Operator or the othur pariies any development or opevsting casts which it may have theretofore paid or incurnd,
but therc shall be no additiona) Liability on in part 10 the other parties hereo by rexson of much title &ilure:

{d) There shall be no retroactive adfustmunt of expenses incurted or revenucs roadved from the oparation of the intest which has
Deen lost, but the interests of the parties shall be revised on an acresge basit, as of the rime it is determined finally tha title failure has oc-
curred, 5o that the interest af the party whose kwse ur interest iy alfected by the title lilure will theresfier be reduced in the Contract
Ares by the amount of the Interest loxt; '

{c) If the proportionate Intercat of the other pertis herew in any producing well thorecwmlore drilled on the Convact Arcs i
fncreased by resson of the title failure, the party whose titke has failed shall receive the proceeds anributable to the increase in such in-
terest (less costs and burdens strrihurakle therero) undl it b been reimbursed for imrecovercd cosn paid by it in connection with such
well;

{d} Should =ny person not a party to this agreement, who b determined to be the owner of xny interest in tha tue which has
failed, pay in any manner any part of the cont of operation, develupment, of equipment, such amount shall be pud to the parry or parties
whao bore the costs which are 30 refunded;

{s) Any liability to sceount w a third party for prior production of cil and gas which arises by reason of title failure shatl be
borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and.

() Ma churze chall bo made to the joint semnne tar Iegal eypensess frvs e qalaries, In connetion with the defense uf the intercst
claimed by any party herero, it Ixing the intention of the paries hereto that cach thall defend title r its interest and bear &l expenses in
connection therywith.

2. Loss by Non-Payment or Erroneous Payment of Amoun: Due: 1Y, through mistake or oversight. sny rental, shutin well
peyment, minimum royalty or royalty payment, is not paid or is erronennxly puid, and as a rosult s lease of interest thervin erminates,
there shall be no monetary liability sgrinst the party who failed 10 make Rich payment. Unless the party wha failed to make the required

MAYMANT ST A NEN It ravering the same interest within ainety (30) days from the discovery of the failure to make proper payment,
which ayuisition =il ast b subjeet se Arsicle VIILE., the intorarsy of the partier thell b revicad nn an aerrag Masis pffecrive as af the

date of termination of the lease involved, end the party who failed to make proper pryment will no longer be creditud with an Interest in
the Contract Ares on acrount of ownership of the lease or {nterest which has terminated. In the cvent the party who filed 10 make the
required pryment shall not have been fully reimbursed, mt the time of the los, from the proceeds of the sule of oil and gas srributable 1o
the lost interest, ealculared on an scresge basis, for the development and operating costs theretofore paid on account of such interest. {t
shall be reimbursed for imsecovered acrual coses theretofore paid by it (but not for its share of the cost of sny dry hals previously drilled
ar wells previously shandaned’ from so much of the following &s is necessary to effect reimbursement:

{a) Proceeds of oil and pax, kess opersting exponscs, theretolore accrusd to the credit of the lost interest. on an screage basis,
©p o the amount of unrecovered cosm;

{b) Procaads, bess operating expenses, theresfrer accrued sttributable to the Jost interest on an acroage basis, eé-thar porrion of
off and gas therexfter produced and marketed (excluding production from any wells thercafier dritled) which, in the absence of mich Jease
termination, would be attributable to the jost interest on an acreage bosts. up to the amount of unrecovered costs, the proceeds of maid

pordon of the o eud gt (o be comributed by the other particx in propardon to their respective interests; and, 5.
(¢) Aoy monies, up W the amount of anrecovered costs, that msy be paid by any party who is, or becomes. themuolthtm(ertv

fost, for the privilege of perticiputing in the Contract Area or becoming s party to this agreement. T

v

el

3. Qthey Lomses: A Josses incurred, other than theae ser forth in Arrickes 1V.B.). and TV.B.2. abow, shall be joitlonsss
lndshﬂbcbomebylnpnmsmmumwmarmm '!'hmshzﬂhcnomd;ummtofinumumzhcmmhnn;‘rbumd

the Contract Aras.
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ARTICLE V,
OPERATOR

A. Designation 20d Respocsfbliities of Operstor:

Pro New Mexico. Inc shall be the
Operator of the Contract Ares, and shall conducr and direct and bave full control of all operstions on the Contract Ares a5 permitted snd
vequired hy, and within the limits of this agreement. Ir shall coaduct all such operations in s good mnd workmaniike manner, but it shall
hveu%nOpnu»dhoﬁamblmmMaMdum except such & may result from pross
segligence or williu! misconduct,

B. Rexignation or Remow! of Operntor and Selection of Successor:

1. Resignation or Removal of Operator: Operstor may rexig at any time by giving written aotice thoreal © NonOperuton.
¥ Opcrawr terminstes its Jegal existonce, 50 Jonger ownt an interest hereunder in the Contract Arca, o¢ is 80 Jonger capable of serving &
Opereicr, Operator shall be deemned to have resigned without any action by Non-Opcratars, except the selection of 8 succenor. Opwrazr
may be reanoved B It fails or sefuses to curry out ins duties hereunder, or becomes insolveot, bankrupe or is placed in reccivership, by the
sffirmative vote o two (2) or more Non Operstors owning s majority intoress based on cwmership as shown on Exhibit **A** remaining
sfrer exchuding Lhe voting interest of Operarcr. Such resipnation or removal shall not beenme effective tntl 7:00 o°clock A M. on the
firt day of the clendar month fallowing the expiration of pinsty (90) days sher the giving of notice of resignation by Operstor et action
by the Non-Opcrutors to remove Operator, unless s successor Operstor bas been selected and asmumes the duties of Operator st an carlier
date. Opersior, sfrer elleciive date of retignation or removal, shall be bound by the terms hereof s3 2 Noo-Operator. A change of » cor-
porste axme or gruciure of Operator or transfer of Opcrmor’s interast to any single subsidiary, parent ar mucressor corporation shall not
be the basis for removal of Operacor.

2 Selection of Sucoessor Operator: Upon the rexignation or removal of Operstor, & successor Opcrator hall be selected by
the parties. The succmaw Operator ahall be selected from the parties owning an interest in the Contract Arce a the time such successor
Oncrasor Is selecred. The successor Operator shall be scicered by the alfirmative vote of two (2) or mare parties awring a majority interest
besed on ownership ss shown on Exhibit **A*"; provided, however, if an Operstor which has boen removed fails m vote ar votes only to
succeed fuelf, the sucesur Operator shall be selected by the atfirmative vote of two (2) of more parties owning a majority interest bascd
on ownership 11 shown on Exhibii A’ remaining after cxcinding the vodng intrest of the Operstor that was removed.

C. Rmployees:

The number of employecs used by Opersror in conducting operations bereunder, their selection, snd the-hours of labor and the
compensarion for services performed thall be detcrminad by Operator, end all such employees shall be the emplayxs of Operator.

D. Drilling Contracts:

AD wells driTled an the Cmr.r:crAmMbethﬂedommpcnuvemumbumumeusuﬂmesprrvnihngmthuru itso
desires, Opcrator may employ itx own tools and equipment in the drilling of wells, but I chargex therefor shall not exceed the prevailing
raies in the ares and the rate of sirh charges shall be agrecd upon by the parties in writing before drilling operations are commenced. and
such work shall be performed hy Operstor under the same termy and conditions as are customary and vsual in the arer in contracs of in-
depundent contractore who are doing work of a simitar nature.

ARTICLE V1.
DRILLING AND DEVELOPMENT
A. Inidial Well:
On or before the, 315§dlyn! Decemher . 1992, Operutor shall commence the drilling of s well for
oil and gas st the following Jocation: i -
T25N, R1l1lw

Section 5: sSw/4

1

A
o

-

B g

#d shall thereefrer continue the drllling of the well with due diligencx 1o

FRE

the base of the Fruitland formation at about 1,400
beneath the surface '

'~

x-

i
Pl |
L)
wniens granite or other practically impenetrable substance or condition in the hoke, which rendens further drilling !mpnannm—
countrred at 2 lesser depth, or unlen all parties agree to complete or abandon the well a1 & lewer depth, ('-‘-'f:ﬁgx\".
l‘,’ "
%</
Opumd\-nmhmmbhmdnnbrmhunm(mdéumg&mm;vmchmcmﬁmb(cc;nubungulmd
whmntldoa:mmenux.mlesthnmuhmbeumndhInupplnumwnmdrcfommmu\imp_ i which

mc%mwhﬂhmﬂmuodytbemmubnmmtowmd\mmtmay . i Aﬁ"“:.___
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‘ ARTICLEVI | ‘
continued

!!.iaOpenm:'lhdcmaat.tbe'ﬂlwmmtwodwcﬁmphwyhgqmdda.mdizwhhamplugndlbandm the
well 23 » dry hole, the provisicns of Article VI.E 1. shall thereafter apply.

B. Sabssquent Operstions:

l.hopaedOgemims:Should-nymmdohcmﬁnmywnmmemmmmmnmnnwiad
Cur“nA.nichl.A..or:omcd.d«pcnurﬂugbach&yhohdrmdutheﬁmnpmuohnpcdaw-vdliohdymedby.n
10 dnp.rﬁsmdm:hmwvdudngbpyimqmﬁdu.:bem&ﬂh;mdrm.moﬂ.depmosplu;hdsuduwﬂ:hnﬂdvuhc
1 mpmmme«dmwm.wlmwmnummw,wmw;«mm-
12 oo and the estimated cost of the operstion. The pasties recelving such a otice shal) have thirry (30) days sfeer receipt of the potice
13 'hhhvhkhmnodbm“m'iﬁn;mdoﬁewkvhmMehcnpuﬂdpambumofﬂumedmdm.uldrill-
J4  jng rig is on Jucation, notiee of 8 proposal 10 rework, plug back or drill deeper may be given by telephane end the response period shall be
15 inimdnbavdghl(ds)hmm,aduiwd&nnday.&mdlyudkplhd&pFﬂmdnpatyrecdvlngsnmnod:nonplywidxin
thepdodcbovtﬁxdsbsnmdmum&aimbydmpmywbpidwrhMmstdmprupcudopmtim.!.nymdceor
vesponse given by selephone shall be promptly confirmed in writing.

OOV hAWNN

3 aD) partics elect o participete in such s propased operssion, Operator shall, within ninety (90) dsys sfter expiration of the notce
pcbddﬂlmm)dln(wuw\mpdyupwﬂaknﬁadmapinﬁmofthlbfydab!(w)howyeriodﬂwnl&ﬂlingﬂ;hcnm-
hummmykxmﬂymmwmmndmplmix-i:hduednuma:ntberbkmdmxohnpsr-
s hereto: provided, however, mid commencement date may be extended wpon written notice of same by Operazar (o the other parties,
$or 8 perind of up to thirty (30) sdditional duys I, tn the sole opinion of Opcratoe, such sddirional time s reasoasbly necessary to obuain
permits from governmental authorides, surface rights (including righn-of-way) or sppropriate drilling equipment, er to completr title ex-
aimﬁmormﬁvemnuquredforﬁleamNaﬁm&hgmemeiﬂmdw&m.ﬁd\:
sctus! opersticn has not been commenced within the time provided (inchiding any crrnsion thereof as specifically permitted hesein) and
il any party hereto still desires to conduct said opertium, wrltren notice proposing same must be resubmirnad to the other partiss in accor-
dance with the provisions hercal a8 If 60 prior propasal had been made.

2. Operations by Less than Al Purties: If any perty receiving such noder as provided in Artcle V1B.1. or VILD.1. Opiion
No.!)elemnotto[lrri:ipminLheprwosedapuadm.d\m.inorda’mbtmﬁthdmmebawﬁud:hh/uﬁck.thepmymyardes
livingthenoﬁceMnxchc&ewﬁun;hﬂdmwpnﬁpnwhtbemdonﬂuﬂ.wﬂhinmmGO)drysnfmthenpinn‘onol
the notice period of thirty (30) days (or & prompely a3 possible sfter the expiration of the fortyight (48) hour period when a drilling rig is
on Jocxtion, as the case msy be) scnually commence the proposed operstion and complete it with due diligence. Operstor shall perform all
work for the sccount af the Consenting Partles; provided, however, if no drilling rig or other equipment is oo Jocation, snd if Operator is
8 Noo-Conseating Party, the Consening Parties shall either: () request Opertar to perform the work reyuired by such propased opers-
thon for the account of the Consenting Parties, o (b) designate one (1) of the Consenting Parties & Operatur 10 perform such work. Con-
senting Partics, when conducting operations oa the Contract Ares pursuant to this Arricle VLB, 2., shall comply with sll tarms sad con-
ditions of this agreement.

K less than all perties approve any proposed operstion, the propoxing purty, immediately after the expirstion of the spplicable
sotice period, shall advise the Consenting Pardes of the tocal interest of the partias approving such operstion and its recommendarion as
2o whether the Consenting Purties should procesd with the operation as proposed. Each Comenting Party. within forty<ight (48) hours
fclusive of Sarnrday, Sundsy mnd legal holidays) sfrer reccipe of such nocice, shall sdviar the proposing party of in desire to (a) limit par-
ticipation 1o such party’s interest as shown on Exhibit ‘A"’ or (b) carry its proportionste part of Non-Consenting Parties® interests, and
failure to advise the proposing party shall be deemed an election under (a). In the event o drilling rig it en Jocetion. the time permitred for
such a response shall not excesd & total of forty-eight (48) houns (clusive of Sarurdsy, Sindey and legal halidays). The propasing party,
nh&cﬁm.’mﬂy'{&\dmmwopotdﬁd\aehkmﬁdmpm’dpndmmdmﬂmdywﬁf)mmdmd\d&nm.

-

The entire cost and risk of conducting soch opertions shall be borne by the Consenting Partles in the proportioas they have
dlmdbbw-meunduhmd&wuz&hgm.mmmmmmwmwhv&vqﬁn such
eperazions free and clear of all bens snd encumbrances of every kind crested by or arising from the operations of the Consentin Parties.
¥ such an operstion sesults o o dry hole, the Consenting Parties shall plug end sbandan the well 2nd restore the surfacs locatian at their
sole cost, risk and expense. If any well &rillad, reworked, deepened or phugged back imder the provisions of this Article result¥'in 2 pro-
ducer of ofl andior gas in peying quantiGes, the Consenting Partics shall complete end equip the well t produce at their sole cost¥Ad fisk,
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0] the well shal) then be turaad over t Opersinr and shall be opermsd by ft at the expense 04 for the nacount of the Conmensing Par-
ﬁ.lh\m:dqmﬁmhmww.mﬁu.wumghddmwd\vdb,&um?qh@
hmﬂmmd&m.mmmmmum-mmw-wm
dhwmunmndkad&dwmuwbMWMﬂdmNmCmmmg
Party's foreress in the wall mod share of production therefrom wnzil the proosds of the sule of such thare, alculed a1 the wel, or
utaubxpaﬁlmmtmnu.khwmxmmudmm.mh.wwﬁdmgmmmdmn-
areses 8¢ cxecpend by Arsicle 10D, prysble out of o mcamured by the pradurtion from soch well accruing with rospect 1 such neerest
won kk revern) shall aqual the tonal of she knllowing: ,

) lm%ef-:hmdh&-nﬁuhm'nhdkmdmqu&dwmlwmcnnbud
m&m.mmm».mwmmmmmmdmwu:oox of mach such
Ncquduhn"tmdhmdqmﬁondhunmmﬂﬁahwdmndmdnuhgnnmmsur.hNan-
M;m'smm.hm"m-hmmmuwm.nw.wd tat each Nem-
Mmumunﬁmdq@mwmhmxmmmmum«w-mmwng
Party bl & participated i the well froan 1he beginning of she oparstions: snd

O)ZO_OI o thar portion of the cost end rxpenma of drlling, reworking. daepening. plugging back. westing end completing.
afur dedocting eny eath eoatribotions received Tnder Artice VIILC..and 200 __ % of thet portion of the cont of newly acquired equip-
-mumnn(w-dmmuwmxmmmmumnwmmnmnm

yurricipeiad therein.

As dlection 8ot 10 participste i the drilling or the deepening of 3 well ghall be domed an election nat to porticipate in sy re-
working o plugging beck operytion proposed in sch 3 well, or portion thereo!. o which the inixial Non-Consent slection spplied that is
sonducied a1 sny time pricr 10 full recovary by the Conarnting Parties of the Non-Consenting Parry ‘s recoupment account. Any such
geworking or plugging beck aperation conducted during the mroupment period shall be deemed part of the con of operarion of mid well
ond there shal) b added to the sams 1o be recowped by the Consenting Parties ote hundred percent (100% ) of that portion of the oo of
the reworking ar plugsing beck operson which would have been chargeehle o such Noo-Conscnting Party bad it parscipated therein. I
such 3 reworking or plugging beck apuration i proposcd during such reconpment period, the provisions of this Artcle VI.B. shall be 2p-
phicable a8 berween mid Consenting Perties in said well,

During the period of time Conacnting Parties sre enritld o nwceive NonConsenting Party’s share of production, or the
proceeds therefrom, Consenting Partic shall be responsible {or the peymem of all production. severance, excise, gathering and other
mxes. gnd ol ropity, overriding royshty snd ocher burdens applicable o Non Lnnsenting Farty 's share of production not excepted by Ar-
sicle T D.

In the cose of any reworking, plugging beck or deeper drilling operasion. the Consenting Parties atull be permited m om:, fre
of couz, a0 casing. tubing snd other oqaipmaont i the well. bu? the cwnership of all such equipment ahall remain anchanged, and wper
shandonmens of 8 well giter sk reworking, plugging beck or deeper drilling, the Comsenting Parties shall account for a1t sich equip
ameot o the owners thereal, with cach perty rexxiving its proportionste part in kind or in value. loss comt of mlvage.

Within sirry (80) deyx afisr the completion of sny eperstion wnder this Artick, the purty eonducting the operstons for ot
Consenting Partica shall furciuh mch Noo Consenting Party with an favestory of the equipment in and connected to the well, and 3
feenized soxvemnent of the ot of driling deepening. plogging back, seating. completing. snd equipping the well for production; or, &1 |
opeion, the opersting party, in ey of 80 kemized scrrement of such coses of operstion, ey mbmit s detaled statement of moothly B
fags. Each month therestrer, doring the ticne the Cansenting Partics arc haing reimbursed ss provided sbove, the parry conducting o
eperaticns for the Consenting Parse sud furnish the Non Consenting Partes with at hemized stesemam of all costs and habilines :
ourred in the operrion of the well, sogether with 2 sisement of the quantiry of oll and gus produced from k end the amount efprocee
soalizod from the stle of the well's working interext production duting the precading month. In determining the quansity of §l and g
produced doring sny maondh, Conpenting Perties shall uac inulustey accepced methods such ax, but not limited 1o, serering e period
well w513, Any smount sealited from the sele or ather dipaxicn of equipment pewly scquired in cornecton with sny such Gperes.
which would have been ownod by 8 Noo-Consenting Party hed it participusal therein shall be credirod againet the wota! unrergrned oo
of the work done nd of the aquipment purchased fn decermining when the interest of such Non-Conacnting Parry shall reeri vo
sbove provided; and ¥ shere Is b credit balance, k shall be paid m sach Noo-Consenting Party. ‘-‘";

e e ATAEPS Feirs
]

lsn. Phmmatst M
Se———




gl v

- B N BV I NV B VI

BURNERRENER

w W
" -

BEEAT S22 R 2B BNV LR INENSIS AR SRR 2B R YR Yy

AAPL FORM 610 - 1 DEL FORM OPElATlNG AGREEMEN. 1982

Jumcu: Vi
continued

& and when the Conscating Partar recover from a Nea-Consenting Party's rdinquished interest the smount provided for sbove,
the refinquished interexts of such Non-Lonsenting Party shall sutomatically revert w it, aod, from and after such reversion. such Non-
Conwenting Party shall own the ame taterext in such well, the materis! and equipment in or perisining thereto, snd the production
therefrom a3 such Non Consenting Party would have Leen entitled to had it perticipated in th drilling. reworking, deepening or plugging
back of aaid well. Thereskier. such Non<Consenting Party shall be charged with and shall pey it proportionats part of the further costs of
deopeuﬁmdlidnninmdma:'ithm:rmudlhhqmtmdthcAmoundnngcedurttmchedhzmn.

Norwithstanding the provisions of this Article VLB.2., it Is agreed that without the mutual consent of all partics, 0o welli shall
be completsd in er produced from 1 source of supply from which s well Jocsted elsewhere on the Coatract Area b producing, unless such
well eonforms to the then-existing well spacing petiom for such source o supgly.

The provisions of this Article shull have no spplication whanoever to the drilling of rhe mitial well described in Article VLA,
except (s) as to Article VIID.1. (Optica No. 2), ¥ selrcted, or (b) &5 to the reworking, deepening and plugging back of such initia! well
sfter it has heon drilled t the depth specificd in Article VILA. i it shall thereahier prove to be s dry hole or, if mitially completed for pro-
ducrion, cesscy to produce in paying quantities.

3. Seand-By Time= When & well which has been drilled or deepensd hxt reached it authorized depth and all tests have bee
completed, resuits hereof furnished to the parnes, mand-oy cosU Incurred panling 1eqaunc b e pinly’s BoBw propocing u
roworking. docpening, plugying buck or completing operaicn in such & well shall be charged and barne a3 pant of she drilling or deepen-
ing operation just complend. Sumd-dy cosa mubsequent ro all parties responding, or expiration of the roxporise time pormited, whichever
first occurs, and prior  agrecmeut a8 to the participating interesss of a8 Consenting Parties pursusnt o the terms of the second gram-
maticl paragraph of Article VI.B2, stull be charged to and borne a3 part of the propossd operation, hut il the proposal is subsequently
withdrewn because of insufficient purticipstion, such stand by exsts shall be allocited becween the Consenting Parties in the proportian
each Comenting Party's interest xx showsn on Exhidit A"’ boars to the ton! interest as shown an Exhihir **A’* of all Consenting Par-
ties.

4. Sidetracking: Except as herelnxfrer provided, those provixions of this sgreement applicable to a *’deepening’” operation shall
iso be applicuble to any proposa) to directionslly ronwul und intentionally deviate » well from vertical 50 as to change the botiom hole
location (herem called *‘sidetracking '), unless dane tw suraighten the hole or to drill around funk in the hole or becauxe of other
mechanica] difficulses. Any party having the right to pertivipute i 8 propascd aidetracking nperation that does not own an interast in the
affected well bore a2 the time of the notice shall, upan elating W participate, tender to the well borc owners its proportionate share (equal
1 its interest in the sidetracking opcration) of the valur of that portion of the existing well hare ro be wtilized as follows:

{s) If the properal is for sidetracking an existing dry hole, reimbursement shall be on the busis of the actual costs incurred in
the mital drilling nf the well down 1o the depth at which the sidetracking operation ix initiated,

) I the propasal &8 for sidetracking & well which has previously produced, reimbursemnent shull be on the basis of the well's
mivable materials 2nd squipment down o the dopth at which the sidctracking operation i initiated, determined in sccordance with the
provisions of Exhibit *‘C™, Jeas the estimated o of salvaging and the estimated cost of plugging and abundoning.

In the event that notice foc 8 sidetracking eperation Is given while the drilling rig to be wtlized is on Jocation, the response period
shall be limitad to {arvyeight (48) bours, exchusive of Serurday, Sundsy snd legal holidays; provided, however, my party may request and
receive up to eight (B) sdditionsl day afrer expiration of the forty-eight (48) hours within which te tespond by paying {or all stand-by time
incurred during soch exomded response period. I more than one party elects to take such additions) time to respond w the notice, sand-
by costy shall be aflocated betwaen the parties taking sdditions! time to respond on & deyo-day basis In the propordon each cieyting par-
ty's interest s shown on Exhibit * A"’ bears to the toxal interest as shown on Exhibit **A"" of all the electing partles. In #] other in-

stxnces the respomc period to 8 propoml for sidetracking shall be Hmited 1o thirty (30) days. N
i
Viss
:{.‘1
C. TAKING PRODUCTION IN KIND: f' ;
. - _J\‘

Eacbpnrtynh:llnk:mknduxpuxm]ydwdhwmdwcdmodmdpsmdm&ewAm
uduawdprodm-hdmybtundmdudomtmdpmducnjopenmmdbmnngmdﬂhnudmdmtor
markering purposes and production unsvoidably lor. Anymapc:dnmlnwnvdm:beukmgmkmdornpnmedugh&mb)my
party of its proportinnate share of the production shall be borne by sch party. Anyplrrynkmghmrtn!ymdﬂmﬁn‘hdhblﬂbe
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eontinued -

vrquired © pay for only its proportionaie share of such part of Operstor's surface facilities which it uses.

Each party shall executt such division orders and contracts a3 msy be pacessary for the sale of in interest in production from
the Contract Ares, mnd, except as provided in Article VILB,, ghall be entitled to receive peyment directly from the purchaser thereof for

#ts share of all production.

hﬂxmtmm-&nhﬂnnh:zheampmnumqwmhﬂndammdydiqurdiupropordmuﬁmv!
the oll produced from the Contract Ares, Oparstoe shall hawe the right, subject to the revocatian st will by the purty owning iz, but not
the obiigation, to purchase sach ol oc sell & to ochers st sny time and from time to time, for the account of the nun-taking party at the
bast price cbtainable in the srwe for such production. Any mich purchase or sale by Operator shall be subject alwuys 10 the right of the
owner of the production to exercise st &y time I right to ke in kind, or pepsratcly dispose of, its share of sl) ui) not previowly
deliverad t & purchaser. Any purchese or dale by Opewor of erry ocher purty’s share of ol shall be only lar such reawmalile periods of
time a are consistent with the minimum nesds of the industry uader the parmicular ciscumstances, but in no cvunt for 2 period in excess
uf one (1) yesr.

In the evant one or more parties’ separace disposition of its ghare of the gas causes split stream deliveries o sparate plpelina wndlor
deliverics which on 4 day-to-dey basis for sny tesson are not exactly equal to 8 party's respective propartionste share of Wil gas salcs to
be allocsted to it the balancing or scoounting between the rexpective accounts of the parties shall be in accordance with any gus balancing
agreement berween the parties hereto, whether such an agreement i attached as Exhibit *'E'*, or is » scparate sgreement.

D. Acoes to Coutract Ares and Iaformetiom:

Each party shall have access o the Contract Arce at all reasonable time, at {is sole cost md risk w inspect or observe opcrations.
ond shall have sccen at rancnable times to information permaining to the development of operstian thereof, inciuding Operator ‘s books

"and records relating thento, Oyperator, upon request, shall Arrnish coch of the other parties with copics of all forms ar reporu filed with

povernmennl agencias, daily drilling repors, well logs, tank tablcy, daily gruge and run dckets and reports of siock on hand st the first of
each month, end shall make svailable samples of any cores or curtings mken from any wall drilled on the Contract Ares. The cust of
gathering and furnishing infarmacion w Non-Operator, other than ‘that speciBed above, shall be charged to the Nem-Operator vha re-
quests the information.

E. Abundoament of Wells:

1. Abendonment of Dry Holes: Bxcept for sny well drilled or decpened pursusnt to Article VI.B.2., sny well which hasx been
drilled or deepencd under the terms of this agreement and is proposed to be completed s 8 dry hole shall not be plugged and shandoned
without the consent of all parties, Should Operator, fter diligent effoct, be unable to contact any party, or should any perty fail to reply
within jorty¢ight (48) hours (exclusive of Serurday, Sundsy and kegx! holidays) aher receipt of norkee of the proposal to plug snd abandon
snch well, such party shall be deemed to have consented 1o the propose] abandonment. All such wells shall be plugged and abandoned in
sccorraner with applicable regulations and at the cow, risk and expense of the parties who participared in the cost of drilling or deepening
such well. Any party who objects o plugging and shandoning such well shal) have the right t take over the well and conduct further
operazions in search of oil andior gas subject to the provisions of Anicle VI.B.

2. Abzndoament of Wells that have Producrd: Except for smy well in which & Non-Consent operation has been conducted
bereunder for which the Consenting Parties have not been fully reimburcd as herein provided, any well which has been completed 1 «
producer shall not be plugged end sbandoned without the consent of a1l parrie. It all parties consent to such abandonment, the well shal)
be plugged end abendoned in sccordance with applicable regulations and at the cost, risk and expense of all the parties heareto. U, within
thirry (30) days sher reeript of ootice of the proposed sbandanment of any we, all partias do 0ot sgree to the abandonment of such wel,
those wizhing t0 continue in operation from the interval(s) of the formatien(s) then open t production shall tender 1o each of the other
parties s proportionstc shere of the value of the well s salvable material xad equipment, derermined in accordance with the provisions of
Exhiblt **C"", lexs the estimated cont of saivaging and the eszimated cost of plugging snd sbandoning. Exch sbendoning party shall assign
the non-sbandoning perties, without wasranty, express or inmplied, a8 1o tite or a3 to quantiry, o fimess for use of the equipment and
rmuterial, all of it interest in the well and rclaced equipment, together with its intercs: in the leasehold rxrete w8 10, but only as 1o, the in-
wrval o intervals of the formation or formations then open to production. If the interest of the sbandoning parry is or includes sn ol and
s interost, such party thall execute and deliver to the non-gbandoning perty or parties sn oll end gas Jease, limited to the interval or in-
eorvals of the [ormstion or formations then open to production, for a trrm of one (1) yoar xnd 30 long thereafrer ax oil and/or gas is pro-
doced from the interval of intervals of the formation or formations covered thereby, such lease 1o be o0 the fnrm attached s Exhibit
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8", Yoe axigaments or leases 30 limited shall encompass the **driling undt’® npon which the well i hared. The pryments by, snd the
sasignments or leascs 1o, the emsignees thall be in 8 ratio based upon the relstionship of their respective percentage of participesion in the
Contract Ares 1o the aggregate of the peromuige of participasion in the Coatract Arca of all sssignees. There shall be 85 readfustmant of
fnterests in the remaining pordon of the Conaact Arm,

Therertree, shandoning mwrrlies Nl have 8¢ further rospoasibilicy, Hability, or interest im the aperation of o production from
the ool in the intarval or intcrvals then apen ather than the ruyalia rewined in any losxc made under the terms of this Aricle, Upon e
QUOY, Uperstor sl coadnue 0 upa s n maigured well L the azesums of tho non obandoning partiny wt the ramrs md rharees con-
umphn:!bythklyw\em.pfu;myld&ﬁmalwnlndd\lrpv!&:hmyuiuuthemhdﬁtmcavnelhlpdthemimed
well, Upon proposcd sbendonment of the producing interval(s) mmigned of Jessed, the amignor or lessor shall theo have the opticn 10
repurchase in prioe Interea in the well (using the asme valuaron formuls) mnd participate in further opcrations therein subject to the pro-
wisions herea!.

3. Abendonment of Non-Coneent Uperstions: The provisions of Article VIE.). ur VLE.2. shove shall be spplicable a5 berwmn
Consenting Parties in the cvent of the pripased abandonment of any well cxeepted from seid Aruicles; provided, however, no well shall b
permanently plugged and sbandoned unless and uatil all partics baving the right to conduc further aperations therein have heen notilied
of the proposed sbandoament snd afforded the apponunity to eloct w take over the well in scconiance with the provisicss of this Aracle
VIE .

ARTICLE VI
EXPENDITURES AND LIABILITY OF PARTIES

A. Liadility of Partis:

The Nabiliry of the pervies slwll b severs], pot joint or coliective. Each party shall be responsible only for its ohligstions, and
shall be liable only for its proportionaty share of the costs of developing snd opcrating the Contract Area. Accordingly, the liens pranted
among the parties In Article VILB, are given w secure only the dedts of each soverally. Ut is not the imtention of the pardex to creste. nor
shall this sgreement be construed as creating, x mining of other partnership or auacetion, of 1o render the parties liabl: as parmers.

B. Liens snd Payment Defanits:

Each Noa-Opcrator grants to Oparater 2 liet upon it wll und gas righs in the Contract Arca, and & security interen in ius share
of nil anul/or g1s when extracted and i interest in 11l equipment, to secure pryment of its share of expensc, mgsther with interwst thereon
st thr rare provided in Exhibit */C"*, To the extent that Operstor has a security interest under the Uniform Commercial Code of the
stare, Operstar shall be endtied to exercise the rightt and remedies of 1 secural party under the Code. The bringing of 4 suit and the ob-
uining of pidgment by Operator for the secured Indehtedness shall not be detmed an eection of remedizs or otherwive atiect the Lien
rights of security interes as security for the payment thereo!f. 1n addidon, upon diduult by sny Non-Opcrator in the pryment of its share
of cxpense, Operator shall have the right, without prejudice to other rightt or remedies, to colleut from the purchaser the proceeds trom
the mlc of such Non"Opersror’s share of oil andfor gas until the smount owed by such NonOperutor, plus interost, hus deen paid. Each
purchascr shall be entitled o rely upon Operator's writen staement concorming the amount of any defaull. Operstor grants a like lien
20d security interest 0 the Nan-Operors 1o secure payment of Openator’s propartionare share af expene,

U any perty fils or s vnable tn pay its share of experuc within sixty (60) dsys aher rendition of a statement thercfor by
Operator, the non defaulting partes, inclnding Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that
the munst of each such perty bears to the interex: of all such parties, Each party 30 paying {o sharc of the unmaid amount shall, 10 obtain
reimbursement thereof, be subrogated to the srrurity rights described tn the loregoing paragraph.

C. Paymems and Accounting:

Bxcept 18 herein otherwise specifically provided, Opcrator shall prompedy puy and discharpe experucy incurred in the development
and operstion of the Coatract Ares pursuant to this agreemant end shall chargr cach of the purties hereto with their respective propor-
tonste shares upom the expense basia provided in Exhibit **C'*. Operator shall kesp an accurate record of the yoint account hercunder,
showing cxpenacs incurred and charge mnd credin made nd received.

Operstor, ot in clection, thall have the right from time to time to demand #nd recrive from the other parties payent in sdvance
of thoir respective shares of the estinuated smount of the expense to be incurred in operations herrunder duripg the next succeeding
tmonth, which right may be cxercised only by submimion to each such perty of an itemized statement of such estimated expense, wether
with an invoice for its share thereol. Each such statemnent and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20eh day of the next proceding month, Esch party shall pay 1o Operator its proportionare sharr of such estiméte within
£liren (15) days sher such estimate amd invnice is received. If any perty hils 1o pay in share of said estimate within said time, thie amount
due shall bexr {ntercst as provided in Exhibit **C** untl peid. Proper sdjusmment shall be made manthly between advance mndractual ex-

penec to the end that esch party shull bear and pay ity proportionate ghare of actual expenses incurred, and o more. "’;
D. Limitation of Expendirures: o
e

1. Drill or Deepen: Without the consent of afl parties, no well shall be drilled or despuned. except any well grillat __ar"ﬂgepcn od

RN
AN
. .

pursusnt o the provisions of Article VLB.2. of this agreemnent. Consent to the drilling or dapening shall in

‘e’ 'ul' Y




KX Opeicn No. 2 A mecemry sxpendizares for the drilling or deepening mnd tesing of the well. When uch well has rmached I
sutborized ndd!mhnhnmphd.ndmmthNnﬁthﬂﬁMmMﬁnhm&nm
 the Noo-Opcrusors who heve the right t perticipne i the complesion coss. The pariies receiving such sotice shall have lorty-¢ight
mmwd&m.m,awh&m)hﬂﬂndmwpﬁpuhhmﬁnddumd&mmmn-
m.mmmw.mu»&m:nmmwmhhmﬂrﬁum‘mxdm'dl-in-
&&;mmw-ﬂcwmm}mdn’mmﬂmwﬁcmwlyvhhhhniodohmindmn
mnﬁdmhm;mmnmhd\emdwamplﬁmmpc.lluum.h:hmmd&cmb.
‘dlect 10 svt pipc 508 1 et 3 eompleion, the provisions of Article VLB.2 heruol (the phrase “‘rewarking. decpening or plugging
M"lwhmmﬁnh&wmm"M')Mm!ywd\emmm&ﬂmdbyh
Sen ol partes. . : o

1.M«m‘lﬁ:m&emxdmpﬁs.uthmwuwmmm--dlmwkdu
Mhdmmwdnrﬁmdmmz.dwmwt-umkhgwmbddn-dwn
&hmmmhmmmNMdmgd-ﬁnﬂ.anm

3. Other Operstions: Without the conmm: of all parties, Operator shell nor mmderuke any singk project cmssonably estimaced
# requirc = mxpeodinure ke excem o_Seyven _Thonsand Fiue Hundred..Doln .1.200.00 )
mhmﬁm-en.umu.mm.mm.wm.m.amudwmhuum
M,M»um»umumm.mhmdmm.wumm
emcrguxy, whether of the seme or diticrent mature, Operstor muy take such steps and incur soch evpross a in its opinion re required
uwmpmn*m&dmww.-m-pﬂk.hnmd:mmn:h:«h«
”!wmuuwbmmbhn%p.wmwmenM
-mwwhqmmmhmd_.uwnﬂﬂﬂ_
Dallars (3.2,000.00 bot less than the smoant first set forth above in this peragraph.

L Resuk, Shotdn Wil Paymeot sad Misimum Ropahion

Rentals, shut-in well prymer, o minimum royaldes which may be raguired under the serms of any lease xhall be paid by the
party ot partics who subjected such leme (0 this agreement at is o¢ their cxpena, I Lhe event two or more pasties own and have con
sriduted bncerenes In che seme Joesc o Liis agreement, such partics may desigrate an: of such parties 1o muke sald prymens for xnd of
Behalf of all such parties. Any parry suy request, and shall be entitled to receive, proper evidence of all such paymeau. In the event ©
fallure 10 @make proper peyment of sny renn!, shui-in well psyment or minimum roysly thmugh mistake of oversiphs where such pey
st is required to continue the lesse in force, mny ks which resols from soch oo -payment shall be borne in accordence witk: the pee
whsiomy of Artide VB2,

Operator shall noxify NonOpertor of the snricipered complerion of 8 shut-in gas well, or the shuring in or reram 10 productic:
of 2 producing gas well, ot dest Bve (3) days (excluding Seturday, Sundsy and kel Lulidays). of a1 the earliest opportunity purmined b
dimomamence, prior to taking sach acticn, but sssumes no biabélity for failure to do m. in the event of failure by Operator o an nodf
Non-Oprrator, the jows of any lease conmibuted T vtu by Noa-Operator for fallure 10 make imely peyment. of sny shut-in well paymu=
sha'l he berne jointly by the partia Acreto under the provitioas of Article TV.B.3.

V’. Tllﬂ:

Beginning with the fre ralender yuur afier the effective dewe hereo!, Operstor shall render for ad valorem txxation all propert
subiect to this sgreement which by bsw should be rendered for such taxcs, snd it shall pey all such texon smessed thereon bhefort the
hactme delinquent. Prior 1 the rendition darr, rach Non-Operstor shall furnish Operator information as o bardens (o include, but nc
be limited 10, royskiss, overriding royalties end provinction peyments) oo lemses and o) and gas Imteresn coneriduted by sich Nor
Opernor. ¥ the amewed valomion of sy lemsehold ety & raduced by ressen of it being subject © cootanding cxtem royalties, ove
ghding roysities or production peyments, the reducrion in ad valorem mass rasukting thercfrom shall inure to the benchit of the owner ¢
ownen of much lmsehold estat, and Operator shall adhre the chargr o such owner or ownors 5o 8 10 reflect the banchit of such redu:
thon. ¥ the ad valorem tazes are beoed i whale or in part upon seyarste valussions of esch party s working interest, then notwithsundin
anything to the omzary berein, chargs  the joint acoount shall be madc and puid by the pertics hereto in accordance with the
wabee gantrawd by ench party’s working feserast. Operstor shsll hill the arhsr parties for their proportionate shares ofall tax peymonu :
the menner provided o Bxhibic *°C*. '

-«
lmmmumtw.%nrm.ubm‘mmu&:md?_mm;
prescribod by law, and prosecute the prouset to & fina! demerminstion, snless ol parvies agrrr 10 abwndon the protest prior o §nal dete
minssicn. During the pendency of adminisrasive or judicha! proceedings. Operator tay elect to puy, under protest. all such toet’ond a0
mum.mmmmmsmmmmmm,omumnmmmbm;;iorm.
£ount, wogether with any fmercst snd penairy accrued, snd the tul cont shall then be smoued againsi the parties, end be paid by ther.

goovided in Bxhibis **C*, =
: . iEn
Bach party shall pey or coenc to be paid all production, severance, exche, gthering and other taxes imposed npon or Wil seipect
the production er handling of sach party's share of oil endior gas produced pnder the rermm of this agreement. (7 2071 i
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' - ARTICLE VD

G. losunaoce: . -

A1 2l times while operations are conducted hmnda.%mrduﬂmpkyvid\memhnm'-mmdmhwd
the state where the operations we being conducted; provided, howeve, that Operator may be s sclf insurer for Liability under said com-
pensation laws in which cvent the only charge that shall be made 1o the jint account shall be as provided in Exhibit **C'". Operator shall
8130 carTy or provide lnsurance for the bencfit of the joint account of the pertics w3 outlined in Exhibit D", susched 10 snd mude 2 part
hereal. Operator shall reyuire oll ¢antractors enpapul in work on or for the Conract Ases comply sdrh the workmen's compentation
Sow o Uic slals wlace the speresisns sre boing cmdurie] and to meimmin uvh nther insirance as Operator may require.

In the event sutomobile public Labllity fasurance ks spesifie o sald Exhibit “'D*™", or subsequently recsives the approval of the
parses, no direer charge shall be made by Operatar for premiums paid for such insurance for Opcrutor's automotive equipment.

ARTICLE VIOL
ACQUISTTION, MAINTENANCE OR TRANSFER OF INTEREST

A. Sarrender of Lensos:

mhmmstdby&hmmnx.hduumqmmmmunmm.mﬂuuxlxw|umdanllu-l-ul.
o in part onlexs all partics conaent thesew,

fowtver, should any party getre 10 RIMTENocr 1o micen b iy bac o b auy passvionns descid, and die wilee gtas 43 a0t
agree or conma (Leacty, Ui gty Jediring to mrrender shall essign, without oxprarz. or Implied warranty of uide, all of its interew in
such lease, or portion thereof, and imy well, material and equipment which may be located theseon and my fighs in praduction
theresfrer scured, 10 the partics no¢ ronsenting to such surrender. [ the interest of the assigning party & or includes an oil and gas in-
seresz, the axxigning party shall execuics and deliver to the party or parties not consenting to such surrender an oil xnd gas lease covering
such olf and gas intermt for & term of one (1) year and 50 long theraafts m oil andor gas is produad from the land covered thereby. such
Iaoce 10 be on the form amached hereto as Frhibit *R*" Tpon mirh swignment or jease. the sisigning party shall he relicved from all
obligations theresfrer acrumg, but Aot therctatare accrued, wth respeey 10 the tuteron wsipial v hanad wid the vy sl 28y well
srributshle thereto, snd the maigning party shall have no further intercst in the stsigned or leased premisas and its equipment and pro-
ductian other than the roysitics rewined in any lesse made under the terms of this Artcle. The party assignec ar lessee shall pay to the
party assignor of lessor the reammable sulvuge value of the laner's interest in any welly and equipment arributable to the assigned or loss-
ed scrosge. The value of all material shall be determined in accordance with the provisions of Exhibit “*C"', less the estimated cost of
aalvaping mid ile wdatitid 380 of ylugging mmd abmsuluoaing. If tho sreignmant ar laaes it in faeee of mwe thun Ane parmy the intrrey
stull be shared by such pantles In the propartions dhat die iutmest of et L b the tewl interest of all such partics.

Any saignment, lessc or surrender made under this provision shall not reduce or change the assignor 's. lessor s ur surrendering
porty ‘¢ interect At it was Immeckerely hefaes the sedgnment e o sarrender in the balance of the Conuract Arca; and the acreage
wssgned, leased of surrendercd, and subsequent operations thauun, shall uot theiralte la aliel W the terms and previnions of this
agreement.

B. Rmmewal or Extension of Leases:

If any parry scoures 8 renewt) of any ofl and gas lease subject to this sgreement. s othur purio shall be notified prampily. and
Al have the wghe fae & poriod of thirty (30) doy following raceipt of wrh nnvice in which tn plert i paricijate in the awnarshic of the
sunmad han, tindes e imends leaid alfs2s linds swivkin she Coawscot Acon. hi priing 1n the parmn wha i in their several prooer omer
podmm A DL o teata, o 0 Blanmiain e Conment g nihich thell b in meamerinn i thr
fnterests held az that gme by the merrioy in the Conuact Arca,

¥ como. but Jux than 2ll, of the perrim Flert in perticipars in the parrhae of & renrwal irasc. it ghall be owned by the putie

whn tert i marnicinetr therem in a ranin besed imn the rellenshio of their retpective percentage of participation tn the Conmact Are.
to the aggregate of the perrentges of participarion in the Coatract Ares of all partics partiapating in the purchas: of such renewal lexr
Any renewa] lease in which bom thea all parties elect to parricipate thall not be subker w this agreement.

Each party who perticipstes in the purchase of 8 rencwal ke shall be given an asignment of lus proportionate interest therer
by the acquiring perty. -

Tire pouvichun of 1Al Article shall apply s renewal haeas whetluy iy wi for the antire interent eovered by the evpinng, lmac

e et oy nianihan ol i mes v e dalsi el Ui goq Ay 2l md) 1RAX LINZA Resare anz srprrauon Of f prodecocror Jeuwe, Ut Lk
contracted for within six (6) months after the expiration of the exirting lease shall be subject m this provisian: but any kesc uki?-m cor.
fracted for MOre than six (0) MONYIK Siter N ETPIATON Of AN CXISTNG KW K i 1MA 1K LETIIL & 1T was 1caxd eid shaflim Lo lebfons o

the providoms of dds grvanau, -;
o
The provisions in this Articie ahall also be applicable o exvensions of oll and gas lesscs. il

. iy

C. Aueage w Calli Coutribations: L'. P
PRRLY e

RO IR
While this sgrecment i in force, ¥ any party contracs for 8 coneribution of cash towards the drilling of A“will of‘any othe
operition on the Contrect Arex, Ruch conaribution shall be paid to the party who conducted the drilling or other qmnm and shall :
spplied by {t agamm the com ol such dnilinig w VUi yas sLi. L LAE CORTTIBUTION he m mic form ol sy, Ui put 1y w2 h H
sl dans s sriade olall (u iy 124420 40 AANERMERY B WAL SERLQ0. BALNOUT WAFMANTY O DL, 10 Di LTI F4l T PONTIT Y yine
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AAPL FORM 610 - »DEL FORM OPERATING AGREEMENT:1982
wid Driling Parties shared the cont of drilling the well, Such acresge shall bocame 8 separute Contract Ares and, rothemempmnble,
poverned by provisans identice! & this sgreemcnt. Exch perty shall prmdynuuymuhap-madmymgeumhc?nunwnms
it may obtain i support of eny well or aay other operation on the Cantract Ares. The above provisions shall also be applicable 1o op-
tional rights w eurn acromge outside th: Contract Ares which are in support of & wadl drilled inside the Conusct Arsea.

) any perty cootracts for any consideration relating o disposition of such perty's share of substances produced hereunder, such
consderation shall ot be deemcd a contributian as contempluted In this Aride VII.C.

D, Maintenance of Uniform Intenat:

Fur the purpome of maintsining unlformity of ownership in the oil snd gas lexsehold interesu cavered by this sgreement, no
party shall sell, encumber . transfer ar make other disposition of it interest in the leases embracid within the Contract Area and in wells,

equipment end production unless such dispasiton covery either:
1. the entire nterest of the purty fo sl kowst and equipment and production; of
2. wt equal ondividal interest in sl leases and equipment and production In the Contract Area.

Bvery xuth smale. encumbrance. transdcr or other disposition made by sny purty shall be mude expressly mubject 1o this sgreement
snd thall be made without pecjudice o the right of the other paruicss.

1f. at sny time the inuzest of any perty ks divided among and owncd by four or more co-owners, Operator, st its discretion, muy
fequire such co-owners to sppoint a alnglc crustee or agent with full suthority 1o receive notices, approve cxpendirures, receive billings for
snd spprove and puy such party's share of the jaint expenicx, md 10 desl grncrally with, snd wilh power 1o bind, the coowners of such
party's intetert within the scope of the operatians embraced in this agreemaens; however, all such co-ownen shull hive the right 1o enter
inw and execute all contracts o agroements for the dispaaition of thur rapective share of the oil and gas produced from the Contract
Area and they shall have the right to reccive, separately, peyment of the mle proceeds thereo!

E. Waiwer of Rights to Partition:

U permitted by the laws of the state or stares in which the property cuvered hereby is tocated. each party hereto owning an
undivided interest in the Contract Arca waives any and st rights it may have e partition and have net aside (6 {t in sveraity fts undivided
Intcraxt therein,

F. Preicrenuial Right to Purchese:

Should any party detire to sell all or any part of itx inurots under thiv agreement. or lts rights and interes:s in the Contract
Area, it thal] promptly pive written notice to the other partics, with [ull information roncerning its proposcd sale, which shsll include the
name and sddress of the prospuctive purchaser (who must be ready, willing and able to purchase), the purchase price, and ali other terma
of the offcr. The other parvics shall then have an optiona! prior right, for » period of ten (10) days alter receip: of the notice. 10 purchas
on the same termis and conditions the interest which the other party proposes to xell; and, If this optiona) right is exerdiswd, the purchas:
ing parties shall shure the purchased interest In the propartions that the interrst of wuch bears to the mrs! mteres: of all purchusing pas-
B However, there shall be no proferential right 1o purchaxe in those cases where any purty wishes tn mortgage its intercsts, or 1o
dispose of {ts interests by merger. reorganization, consolidation, ar aale of ufl or substantially il of its assets 1o » subnidiary or parent com-
pany or w a subsidiary of a parcnt company, of tn any company in which sny one party owns & majority of the suxk.

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not inteoded to creste, xnd shall not be consrued 1o create, a relationship of partnership or an associatior:
for profit between or among the parties hereto. Nexwithstanding any provision herein that the rights and liabilities hereunder sre vevera)
snd nat joint or collective, or that this agreement and operations heteunder shull not constitute s parmership. if. for federal incume tax
purposcs, thix agreement and the oporations hereunder are ngurded a3 3 parmership, exch party herchy affected elects to he excluded
from the application of all of the provisons of Subchapter K™, Chapter 1, Subtitle **A ™", of the Internal Revenue Code of 1954, as per-
mitted and snthorized by Section 761 of the Code and the regulations promulgated thercunder. Operacor i sutharized and directed 10 cx.
etute on behall of cach purty hereby affected such evidence of this chxtion st may be required by the Secretary of the Treasury of the
Unind Swates or the Federa! Internal Revenue Servicr, including specifically, but not by way of Limiration. all of the rerums, statements.
and the data required hy Federa! Regulations 1.76). Should there be any requirement that esch party bereby sffecred give further
evidence of this election. each much pany shall execute such documenus and furnish such other evidencr as may be requ«rtd by the
Feders! Internal Revenue Service or a» may be nevessary to evidence this election. N such party shall give sny notices or ke i u\y ather
sction inconsistent with the election made horeby. U any present or future income tax laws nf the e or siates in which the: Contract
Arex is located or sny future income tax lsws of the United States conmin provisions similar 1o those in Subchapter ‘K" Chapwr !
Subtitle A", of the Internal Revenue Code of 1934, under which an election similar 10 that provided by Section 61 of the Cnde 15 per
mitwd. each party herchy affected shall make such cloction as may be perminted or reyuired by such laws In making the fmgmng tlec
tion, euch such parry st that the income derived by such party from operations hereunder can he adoquately dmrmmvd uxhom the
computation of perencrahip taxable Income. L,

12
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ARTICLE X.
CLADAS AND LAWSUITS

Quwu;mkm“eu&d&dmhmdﬁnuﬂﬁﬂﬁmmmvum&tm
usand-80d Nnall00-—cs-o n

domnxamed___TE0 _Tho

@-10,000.00 Yand H the payment is in complere serkesent of such claim or suit. I the amount reqaired for sentlemen: ex
whmmum.wm.muammmwmdmumum wnlaw such authority &
delegatod 1 Operaicr, AR coss sed expenaes of handling, ssciling. or echerwise discharging such claim or sult shall be a1 the Joint &2

e e o o o=

+ gunee of the pariet participating in the oporstion from which the ctaim or suk srisel 1f o claim is made against my party o ¥ eny perty b

sund o acrount of any mecer ariika g from oparsons bereundcr svar which sech individus! bes 50 control bocause of the righn grver
Opersux by this sgrewmant, such party shall ixmedisiely norty ol seher parties, and the clalm o acht shull be srested &5 any ocher dlair
ar sult involving operstices bareundcor.

ARTICLE X1.
FORCE MAJEURE

¥ sny porry b rendered wruble, wholly or In puri, by force majeure to aarry out ko ohligetions under this agreement. other th:
the ohlipation w0 tekr money peymenz, thar parry shall give t all other partics promp wrines mouce of the furce mujeure wi
seasonably full particylen conceraing i thereupon, the abligatians of the party giving the aotce, 10 5 as they are stfoe! by the for
mjeure, shall by aapended during. bt no knger than, the continuence of the force majure The affecird party shall usc all ressons?
ailigence 1 remsove the force majeure shomion m quickly s pracuiesble.

The raquirernont shat snry flores majeure shall be remedied with Al remonsble dispatch shall not require the settioment of serik
fockoun, sr ocher labrr dilficulty by the party lnvolved, tontrery 50 ks wishes; how al) such difhiculties sha!l be handied shall be eniir
wichin the discretion of the purty concermnal.

The term *forve majeurc’”, aa Bere employcd, shall mean sn st of God. strike, backout. or orher industrial disrurbance, ac
the public encray, war, blackack, pullic Hot, Kphming, fre. stormn, flood, explosion, goveramenu] action, poveromenial delay, resr
or inaction. unevallability of squipment, snd zny ocher cie, whether of the kind specifically enumerured shove or ocherwise, whic
st resaonably within the conivo! of the parry daiming suspenaion.

ARTICLE X11.
NOTICES

Al notces nithorized or required borween the parties snd required by sny of the provisions of thix agreement. unkw other
apecifically provided, shall be given ip writing by mai) or telegram, prstage or charpes pecpad, or by telex or sdocopier and sddroam
the pertiex to whom the noricr is given 4t the addromn, listed 0o Exhibic A", The originaring notice given under any provision he
shall be deemeal given onty when reesived by the party 1o whom such notice i directed, and the rime for such party to give sy aotl
sesponse threew shall run boes the date the originaning notice 8 received. The socond or a0y responcve nodee ghal) he doemead ¢
when deprircd in the mai! o with the siegraph company, with pasiage o charges prepaid. o sent by teles o teleconier. Each ¢
shal! huve the right m chanpe fts address 51 sny nme, and from time o time, by giving written notice thereo! to all other parm

AXTICLE XTII.
TERM OF AGREEMEN'

Thix agreement sha'l remain fn full force and effct 2 10 the oll snd gas kmaes endior oll and pa interess subject hereto Lo
pericd of time sedectad below'; peovided, however, 5o party herure B!l ever be consroed as Raving any right, titke of interest in or ¢
foete o ol and gus inserest contribueed by any ocher party heyond the werm of this agreement

I Option No. 1: So Jong m 2y of the ofl £nd i kmaey sublect to this agroemen: remain of s centinued In force &< to an
of the Contrnx Aret. whether by production. extension, renewsl or otherwisc.

LIXOption No 2 1n the event the el described in Articke VIA., o an) subseqoent wed) drilled under any provinion ¢
sgreement. fesuin in produciion of oll andior g in peying quantities, this sgreement shell confinoc in korce 50 long ss any such w
welbs produce, or sre capable drodmmndhmddidmdmbdd_g_o__ﬁphmmmdﬂpmdumm
however, i, pricr 1o the rxpirsion of such additions! period, one or more of the partica hereto are engaged in drilmg. Peworking, &
g plugping buck. testing or smcvepring to complere s well or wells hereonde:, thin agreement shull comtinue In foree until such
tlons have hexn compleced and H praduction resubts therefrom, this agreement shall continue in force as provided herein. hnhcm
well described in Articke VLA, of a7y sobeequent well drified hereunder, resulss in » dry hole, snd a0 other well i preducing, or:
of producing ol endior gat {rom the Contract Ares, this agreement shall werminste unless drilling, dexpening. pmnm;b-d&r
h;mmmud'iﬂm._gg__dmhmthehudmbnmtduwun "
s
hhv«dhovevcrht&mh:dmdﬂmmtdnﬂnanﬁ:wn,pmhembmmyhbiﬂryu&
seerued or stached pricr 1o the dete of such cermination. %) -
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ARTICLE XTIV,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Lsws, Regulations and Orders:

This urvcmem shall be mubject to the conservation lewd of the state in which the Contract Arew i located, to the valid rules.
regulstions, and orders of sny duly constituted regulatury body of mid sute; and w all other applicable federal, sate, and kucul Laws, or-
dinances, rules, regulations, and orders.

B Governing Law,

This agreement and all marntery pornining hereto, including. but not imited o, matters of performance, non-performance, breach,
remedies, procedures, rights, duties and interpretation or construction, shall be governad und dercrmined by the law of the Kate in which
the Contract Ares & locatod. If the Contract Area is {n two ur more statex, the law of the state of
shall govern,

C. Regulatory Agencies:

Nothing herein conuined shal! grant, o¢ be construed 1o grant, Operator the right o autharity to waive ar release any rights.
privileges, or obligations which Noa-Onerstors muy have under feders! or stute laws or under rules, regulations or orders promulgated
sunder such lawa in reference to cil, g1 and mineral operations, including the location. operstion, or production of wells, on mracis offser-
ting or adiacent to the Contract Ares.

With respect W operations hereunder, Non Operytors sgree to release Operstor {rom any snd all Josses, damages, infuries, claims
and canses of stion arising ot of, Incident to or resulting dircctly or indirectly from Operator’s interpretation or application of ruka.,
rulings, regularions or orders of the Department of Energy or prodoonisor of uccrmar sgencies (o the extent such interprewtion or sp-
plication was made in good faith. Euch Non-Operatar further sgrees to reimburse Operator for any amounts spplicable to such Non
Operator's ghare of production that Operater may he requined to refund, rebate of pay ar o result of such an incorrect Interpretation or
spplication, together with interest ard penaltles thercon owing by Operstor «x 8 result of such incorrect interpretation or spplcation.

NonOperators suthorize Operitof tn prepare and suhmit xuch docummmt e+ may be required to be submined to the purchawr
of any crude ol sold hereunder or W any other person or entity pursuant 10 the requirements of the **Crude Oil Windfull Profit Tax A
of 1980, as ramnc may be smendic from time to time {*"Act'') and any valid regulstions or rules which muy be issued by the Treusury
Department from fme 1o time puraum: 1w said Act. Each party hereto agrees 1o furnish any and all certificatinns or other information
which is required o be furnished by xaid Act in a Umely manner and in mifficumt detail to permit compliance with xaid Act.

ARTICLE XV,
OTHER PROVISIONS
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ARTIQE XVI. '
. .3 - OUS
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heirs, devines,
mmzmumumuﬂmmnnuwlduww-ﬁ»wmn
hphqnnmdnn-n:nnuwn-um

hﬂkmﬂd«dnu@nﬂbmpm.
ﬂmqhmdhmmdmmddm ;

SN WITNESS WHEREOF, this agreement shall be oliective a8 of oy of

OPERATOR

NON-OPERATORS

Surface to the base of the Fruitland Formation
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EXHIBIT . "
_ Attached to and made s partof _QOperst ing Aqreement dated —-<ooc=—---c
! between Byreay of Indian Affairs, ag agent far —mos-----c--- oo
and Pro New Mexico, Inc,. Onerator. 'T25N. R1 Ll Gttt
SW/4 , _Gracia Navaiao Na 1.San .luan AT2TETU VI N FEUUE VO

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

:;Toint };m rty” shall mean the res! and persona) property subject to the agreement to which this Accounting ProcedL
attached. .

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and mair
nance of the Joint Property.

*Joint Account” shall mean the sccount showing the charges pald and eredits recaived in the conduct of the Joint Ope
tions and which ars to be shared by the Parties.

*Operator” shal] mean the party dasignated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties to this agrecment other than the Operator.

“Parties” shall mean Operstor and Non-Operators.

*First Level Supervisors” shall menn those employees whose primary function in Joint Operations {5 the direct supervis
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
®Technica!l Employees” shall mean those employees having special and specific engineering, geological or other pro
sional skills, and whose primary function in Joint Oparations is the handling of specific operating econditions and prabl.
for the benelit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonsble reimbursable expenses of Operator's emplayees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material" shall mesn Material which at the time s a0 classified in the Material Classification Manus

mos! recently recommended by the Council of Petroleum Accountants Socleties.

2. Statement and Billings

Operator shall bill Non-Operators on or before the last dey of each month for their proportionate share of the Join-
count for the preceding month. Such bills will be accompanied by staterments which identify the autharity for expendi
lease or facllity, and all charges and eredits summarized by appropriate classifications of investment and expenae ex
that items of Controllable Mataria! and unusua! charges and credits shall be separately identified and fully describ

detail,

8. Advances and Payments by Non-Operators

A.  Unless otherwise providecd for in thc agreement, the Operator may require the Non-Operators to advance
share of estimated cash outlay for the succeeding month's operation within fifteen {16) days after receipt of the
ing or by the first day of the month for which the advance is required, whichever ia later. Operator lhlﬁ adjus’
monthly billing to reflect advances received from the Non-Operators.

B.  Each Non-Operator shall pay {ts proportion of sl bills within fiftecn (15) days after recelpt. If payment fs not
wliih!n such time, the unpaid balance shall bear interest monthly at the prime rate in effect at pididud ir

rall Street Jagmg) 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 Is locsted, whic
Is the leaser, plus sttorney's 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-Operstor to protest or question the correctness tr
provided, however, &l bills and statements rendered to Non-Operators by Operator during any cslendar year sha'
clusively be presurned to be truc and correct after twenty-four (24) months following the end of any such calenda-
unless within the sald twenty-four (24) month period & Non-Operator takes written exception thereto and makes cls
Operator for adjustment. No adjustment favorable to Operator shall be made unless it s made within the same pres
period. The provisions of this paragraph shall not prevent adjustments resulting from a physica! inventory of Cantr

Material a8 provided for in Saction V.

COPYRIGHT® 1385 by the Council of Petroléum Accountants Societies.
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8. Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to sudit Opera-
tor's accounts and records relating to the Joint Account for any calendsr year within the twenty-four (24) month
iod following the end of such calendar year; provided, however, the making of an audit shall not extand the time
Ethe taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonsble effort to conduct a
joint avdit in & manner which will result in & 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
shal] not be canducted more than once esch year without prior approval of Operator, except upon the resignation or
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit.
4

B. The Operator shall reply in wrmnz to an sudit report within 180 days after receipt of such report.

€. Approval By Non-Operators
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Ascounting Procedure and if the agreement to which this Aceounting Procedure is attached contzins 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 shall be controlling on all Non-Operators.

II. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:

1. Ecological and Environmental
Costs incurred for the benefit of the Joint Property as a result of governmenta) 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 contro! procedures as required by spplicable laws and regulations.

2. Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.
3. Labor

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

{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 overhesd rates.

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

B. On:wr': cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees
whose salaries and wuges are chargeable to the Joint Actount under Parugraph SA of this Section II. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentuge assessment” on the amount of
salaries and wages chargeable to the Joint Account under Paragraph 8A of this Section I1. If percentage assessment
is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to sssessments imposcd by governmental authority which are applicable
to Operator’s eosts chargeable to the Joint Account under Paragraphs 8A and 3B of this Section I1.

D. Personal Expenses of thase employees whosc salaries and wages are chargeable to the Joint Account under Paragraph
8A of this Section 1I.

4. Employee Benefita
Operatar’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 o the Joint

Account under Paragraphs 8A and 8B of this Section 11 shall be Operator's actua! cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Socleties.

8. Material
Material purchased or furnished by Opersutor for use on the Joint Property :i!:rovided under Section TV. Only such Material

shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical
and consistent with efficicnt 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 madc

to the Joint Account for a distance greatsr than the distance from the nearest reliable supply store where like materis’
is normally available or railway receiving pojnt nearest the Joint Property unless agreed to by the Parties.
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The cost of contract services, aquipment and tillities provided by butside sources, except sarvioss excluded by Paragra;
30 of Section 1T and Puragraph i, il, and ili, af Section 111 The cost of profesaional eonsultant services and contract &«
vices of tachn!cs! personnal directly cnmvb on the Jolnt Property If such charges are axtluded from the overhead rat.
The cost of professions] eonsultant services or contract services of tachnical personnel not directly anguged on the Jo!

- Property ahal! not be charged to the Joint Account wnisss previously agreed to by the Partles.

‘8. Equipmant and Facllities Furnkhed By Operaior

4. r ghall the Joint Account for use of Operator owned equipment and facilities at rates commensur
m of o'mp and operation. Buch ratas shall include costs of maintanance, repairs, other opcnnnxde.&:

the , taxes, daprecistion, and interest on gross invastment Jess accumulated depreciation not to excee
Z3X) per annom. Such rates shall not exeesd avorasge commercial rates currently §

percent
wiling in the immadiats ares of the Joint Property.

B hﬁmddﬂ.mhmhMMmemwwmw@mmﬂlnghmeMm
ate ares of the Joint Property less 20%. For automative aquipment, Operator may elect to use rates published by
Petroleum Motor Transport Association,

9. Deamages and Losses o Joint Property

Al] eosts or expenses necesaary for the ir or replacement of Joint Property made nacessary becsuse of damages or k
fncurred by fire, flood, storm, theft, aceldent, or other canse, except those resulting from Operator's gross negligenc
willful misconduct. Operator shall Arrnish Non-Operator writtan potice of damages or losses Incurred as soon as practic

after s report has been received by Operator.

10. Lega! Expense

Expense of handling, investigating and sattling litigation or slaims, discharging of liens, payment of judgement:
amounts paid for settiement of claims incurred in or resulting from operxtions under the agreement or necessary to p:
or recover the Joint Property. axcept thal no charge for services of Operator's leqa! staff or fees or expensc of outxide
weys shall be made unless previously agreed to by the Parties. All other jega! sxpense is considered to be covered b

;\nrbud provisions of Section 111 unless otherwise agreed to by the Partles, except as provided in Bection 1, Para;

11. Taxes

Al taxes cf every kind and natu~e axssesed or Jevied upon or In connection with the Joint Property, the operation th
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad
remn taxes are based in whole or in part apon se valuations of esch party’s working Interest, then notwithsta
anything to the contrary herein, charges o the Joint Asecount shall be e and paid by the Parties heres in acecr

with the tax value generatad by sach party’s working {nterest.

12. Insurance

Nct premiums paid for ntursnce required to be exrried for the Joint Operatians for the ion of the Parties.

svent Joint Operations are conducted {n 2 state in which Operator may act as self-insurer for Worker's Compensatic:
or Employers Liab{lity under the respective state’s laws, Operator may, at fts election, include the risk under it
fnsurance program and in that event, Operator shall include a charge at Operator’s cost not to exceed manual rat

18. Abandonment and Reclamation
Costs Incurred for abandonment of the Joint Property, including costs required by government®Y or other reg
authority.

14. Commumications _
Cost of acquiring Jeasing, installing, operating, ﬂpafrin{ and maintaining communicstion systema. including rac

microwava facilities directly srving the Joint Property. In the event communication facilities/systams serving tt
are Operator ownad, chargen to the Juinl Account shall be madc as provided in Parugraph 8§ of this Sec

15. Other Expendiures

Any other expenditure not coversd or dealt with In the bmlnspmﬁliom of this Section 11, or in Section 117 anc
bddi:;cct benafit to the Joint Property and is incurred by the
Operationa.

perator in the necsssary and proper sonduct of U




II1. OVERHEAD

1. Overhead - Drilling and Producing Operations

i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge drilling
and producing operations on either:

{ ; Fixed Rate Basis, Paragraph 1A, or

( ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such ch shall be in lieu of costs and expenses of al! offices and salaries

or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph

8A, Section I1. The cost and expense of services from outside sources in connection with matters of taxation, traffic,

secounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
rovided for in the above selected Paragraph of this Section II] unless such cost and expense are agreed to by the

gt.n.m' as a direct charge 1o the Joint Account.

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

{ )shsal] be covered by the averhesd rates, or
{ ) shall not be covered by the overhead rates.

{ii. The salaries, wages and Persona! Expenses of Technical Employees and/or eosts of professiona! consultant services
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

{ ;-hsll be covered by the everhead rates, or
{ ) 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:
{2) Drilling Wel! 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 units 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
_Tnore 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 shall be made at the drilling wel} rate. Such charges shall be applied for the period
from date workover operstions, 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 fifleen
{15) or more consecutive eslendar days.

(d) Producing Well Rstes

(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 ina multi-completad well in which produetion 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 overproduetion or failure of purchaser to take the production shall
be i:onsldered as a one-well charge providing the gas wel) is directly connected to 8 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) Al other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow-
able, transforred allowable, etc.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective datc 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 incresse or decrease {n the average weekly earnings of Crude Petroleumn and Gas
Production Workers for the last ealendar year cnmdpared to the calendar year preceding as shown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics
j%:nnda. as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-

tment,

B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:

R
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(3) Devslopment »
Peroent (| %) of the cost of development of the Joint Property exclusive of costs provided
under Parsgraph 10 of Section 11 and al! salvage credits.
(®) Operating

Pereent { %) of the cost of operating the Joint Property exclusive of costs provided under
Paragraphs 2 and 10 of Eection 11, all salvage credits, the value of injected substances purchased for secondary
recovery and all taxes and assessments which are levied, ameased and paid upon the mineral interest in anc
to the Joint Property.

4
(2) Application of Overhesd - Pertentage Bas!s shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section 111, developmen
shall Include all costs in eonnection with drilling, redrilling, deepening, or any remedial operations on any or al
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 abandonin,
whan the well is not eompleted as a producer, and original cost of construction or instullation of fixed assets, th
mn.s{on of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction a
defined in Paragraph 2 of this Section 111. All other costs shall be considered as operating.

2. Overhead - Major Construction
To eorhpenuu Opsrator for overhead costs incurred in the eonstruction and installation of fixed assets, the expansion «
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of tt
Joint Property, Operator sha!l sither negotiate & rate prior to the beginning of construction, or shall charge the Joi:
Account for overhead based on the following rates for any Major Construction project inexcess of § —
A% of first $100,000 or total cost {f less, plus
B o % 0f costs [n exceas of $100,000 but less than §1,000,000, plus
C.

Total coat shall mean the gross cost of any one profect. For the pu e of this paragraph, the component parts of & sing
pm{ectﬁsﬁuﬂ not be treated separately and the cost of drilling and workover wells and artificial lift equipment shali
exclud

% of costs in excess of §1,000,000.

3. Catastrophe Overhead

To compensate Operator for overhead eosts incurred in the event of expenditures resulting from a single cccurrence é
to oil 8pill, blowout, explosion, fire, storm, hurricanc, or other catastrophes &s agreed to by the Parties, which are necess:
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Opers
sha!l either negotiate a raw prior to charging the Joint Account or shall charge the Joint Account for overhead based

the following rates:

A %of total costs through $100,000; plus

B, %of tota) coats in excess of $100,000 but less than $1,000,000; plus
C.

Expenditures subject to the overbeads above will not be reduced by insurance recoveries, and no other overhecad pre
sions of this Section I1] shall apply.

% of tota! oosts in excess of $1,000,000.

4. Amendment of Rates

The overhead rates provided for In this Section 111 may be amended from time to time only by mutua! 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 {s responsible for Joint Aceount Material and shall make proper and timely charges and credits for all Material m
manta affecting the Joint Property. Operator shall provide all Material for use on the Joint Property: however, at Opera:
option, such Msterial may be supplied by the Non-Operator. Operator shall make timely disporition of idle and/or sur
Material, such disposz! being made either through eale to Operator or Non-Operator, divisian in kind, or sale Lo outsic
Operator may purchase, but shall be under nu obligation to purchase, interest of Non-Operators in surplus condition A ¢
Material. The disposal of surplus Controllable Material not purchased by the Operator sha!l be agreed to by the Parties,

1. Purchases

Materia) purchased shall be charzed at the price pald by Operator afuar deduction of all discounts received. In cas
Material found to be defective or returned ta vendor for any other reasons, eredit shall be pasred to the Joint Acc:
when adjustment has been recelved by the Operator.

2.  Transfers and Dispositions

Materis! furnished to the Joint Property and Mataria! transferred from the Joint Property or disposed of by the Oper
unless otherwise agreed 1o by the Parties, ahall be priced on the following basis exclusive of cash discounts:

..............................................................................




A Now Matarlal (Condition A)
(1) Tubular Goods Other than Line Pipe

(2) Tubular goods, sised 2% Inches OD and larger, axcapt line pipe, shall be priced at Eastern mill published
earload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goode exist. 1f the 80,000 pound rail rate {s not offered, the 70,000 pound or 80,000 pound rail rate

. m be used. Freight charges for tubing will be calculated from Lorain, Ohlo and casing fram Youngstown,

(b) For grades which are special ta-one mill only, prices shall be computed at the mill base of that mill plus trans-

rtation cost from that mill to the railway receiving point nearest the Joint Property as provided above in

Rn.rnph 2.A.(1)a). For transportation cost from points other than Eastern mills, the 80,000 pound Oil Field
Haulers Assoclation interstate truck rate shall be used.

(c) Bpectal end finish tubular goods shall be pricad at the lowast publshed outaftock pric, fob. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association {nterstate 80,000 pound truck rate, to
the rallway receiving point nearest the Joint Property. :

(d) Muesron! tubing (size leas than 2¥ inch OD) shall be priced at the lowest published out-of-stock prices f.o.b.

the supplier plus transportation eosts, using the Oil Field Haulers Assoclation interstats truck rate per weight
of tubing transferred, to the railway recelving point nearest the Joint Property.

(2) Line Pipe

(a) Line pipe movements {except size 24 inch OD and larger with walls § inch and over) 80,000 pounds or more
sball be priced under provisions of tubular goods pricing in Paragraph A.(1Xa) as provided abave. Freight
charges shall be caleulated from Lorain, Ohio.

() Line pipe movements (except size 24 inch OD and larger with walls ¥ inch and aver) 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 fre{ght rates as set forth undoer provisions of tobular goods pricing in Para-
graph A (1Xa) as provided above. Freight charges shall be calculated from Lorain, Ohio.

(¢) Line pipe 24 inch OD and over and ¥ inch wall and larger shall be priced f.0.b. the point of manufacture
© atcurrent new published prices plus transportation cost to the railway receiving point nearest the Joint

Property. /

(d) Line pipe, Including fabrizated line pipe, drive pipe and conduit not }Msted on publish’éd price lists shall be
priced at quoted prices plus freight to the railway recciving 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 dute of movement, as listed by a rallable supply

store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the rallway
receiving point nearest the Joint Property.

(¢) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new
price, in effect on date of movement, a8 listed by s reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs, if applicable. to the rallway recelving point nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

B. Good Used Materia! (Condition B)

Material in sound and servicezble condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property

At seventy-five percent (75%) of current new price, as determined by Paragraph A.
{2) Materia! used on and moved from the Joint Property

(n) Ataeventy-five nt (76%) of current new price, as determined by Parsgraph A, {f Materi2t was originally
charged to the Joint Account as new Matcriul or

(b) At sixty-five parcent (65%) of current new price, as determined by Paragraph A, if Mater{al was originall
charged to the Joint Account as used Materlal.

(3) 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, §f any, shall be absorbed by the transferring property.
C. Other Used Material
(1) Condition C

Materia! which is not {n sound and serviceable condition and not suitable for fts original function until after recor
ditioning shall be priced st fifly percent (50%) of current new price as determined by Paragraph A. The cost ¢
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditionin;
does not excesd Condition B value.




@) Condition D

" Material, excluding funk, no longer suitable Tor its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Matarial under procedures

normally used by Operator without priar approval of Non-Operators.

(a) Casing, tubing, or drfll pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-
p,snblq size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
Ppipe prices,

‘ (b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, o.g. ?owor oil lines
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upeot tubular goods shal’

bep on & non upsa!, baais.
(3) 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-Operstors.

D. Obsolote Materia!

Material which is serviceable and usable for ita original function but eondition and/or value of such Mater{s! is nc
equivalent to thst which wouldj'mtlty a price as provided above may be specially priced as agreed to by the Partie
Such price should result in the Joint Account being eharged with the value of the service rendered by such Materis

E. Pricing Conditiona

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25%) per hundre
welght on all tubular goods movements, in lieu of actua! laading or unloading eosts sustsined at the stoekir
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 decrexse used to adjust overhesd rates in Section 111, Paragraph 1.A(8). Each year, t
rat calculated shall be rounded to the naarest cent and ahall 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.

®) Mxt:;;ml iny:;lving srection coets shall be charged at spplicable parcentage of the current knocked-down price
new Material,

Premium Prices

Whenever Material ia not readily obtainable at published or listed prices because of national emaergencies, strikes or ot!
nnususl causes over which the Operstor has no control, the Operator may charge the Joint Account for the requir
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in mov'
it to the Joint Property; provided notlce in writing is furnished to Non-Operators of Lge proposed tharge prior to bill
Non-Operators for such Material. Each Non-Operator shall have the right, by 8o electing and notifying Operator wit
ten days after recelving notice frorn Operator, to furnish In kind all or part of his share of such Materia!l sultable for

and acceptable to Operator.

Warranty of Matarial Furnishsd By Operator

Operator does not warrant the Muterial furnished. In case of defective Material, eredit shall not be passed to the Jo
Arcount until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES

The Operstor shall maintain detailed records of Controllable Materlal.

b

Periodic Inventories, Notice and Representation

At reasonable Intervals, inventories shall b taken by Operator of the Joinl Account Controllable Material. Written n:
of {ntention to take Inventory shall be given by Operator at least thirty (80) days before any {nventory ix to begin 80
Non-Operators may be represented when any inventory is taken. Fallure of Non-Operators to be represented at an fr

tory shall bind Non-Operators to accept the {nventary taken by Operator.

Reconeilistion and Adjustment of Inventories

Adjustments to the Jofnt Account resulting from the reconciliation of & physica! inventory shall be made withi:
months following the taking of the inventory. Inventory sdjustments shall be mads by Operator to the Joint Accour
sverages and shortages, but, Operator shall be hald accountable only for shortages due to lack of ressonable diliger

-. e

Special Inventories

Special inventories may be taken whanever there is any mle, change of intarest, or change of Operator in the Joint Pro;
1t shall be the duty of the party nelling to notify all other Parties as quickly as possible after the transfer of interest
. In such cases, both ths seller and the purchaser shall be governed by such inventory. In cases involving & ¢!

place

of Operator, all Parties shall be governed by such inventory.

Expense of Conducting Inventories

A. The expense of eonducting perlodic inventories shall not be charged to the Joint Account unlass agreed to !

Parties.

B. The expense of conducting special inventaries shall be charged to the Partles requesting such inventories, excs
wentories required due to change of Operator shall be charged to the Joint Account.

.




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

'!m'n-—~——:;n:' R
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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%
141 E. Palace Avenue
Santa Fe, NM 87501

160.00

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

.

[EFORE EXAMINER CATANAGH
AFFIDAVIT OF COMPLIANCE
WITH RULE 1207

B e |

STATE OF NEW MEXICO ) - RS .
) ss.
COUNTY OF SANTA FE ) _f LOLLS

T a3 e B Liee ae ae Zac_e o,
ST L magim

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, | 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, | 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
Knen

y JOLENE DICKS

by Rule 1207.

SUBSCRIBED AND SWORN to before me this /_%day of December, 1992.

MY COMMJSSION EXPIRES:
S5/3/5¢4




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION
~eRIVED
IN THE MATTER OF THE APPLICATION G 3
OF PRO NEW MEXICO, INC. FOR NON-STANDARD 0cT 221992
PRORATION UNIT, OR IN THE ALTERNATIVE, .
COMPULSORY POOLING, BASIN-FRUITLAND COAL ol CunSERVALION DW.
GAS POOL, SAN JUAN COUNTY, NEW MEXICO. SANTAF

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-Fruitiand 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.



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.

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. |

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.

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.



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 création 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

olene M. Dicks, Secretary
141 E. Palace Avenue
Santa Fe, NM 87501
(505) 988-4171
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BIA Ownership :
= D Pro New Mexico Ownership

o EER - Proposed Non-standard P.U.
T - ==
- -Proposed Compulsory Pooling
Producing Fruitland Well :
]

Fruitland Location or Waiting on Connection

Proposed Well (approximate location)

EXHIBIT "A"




EXHIBIT "B"

CURRENT BASIN-FRUITLAND COAL WELLS OFFSETTING

Operator/Address

Giant Exploration &

Production Company

P.O. Box 2810

THE SW/4 SEC. 5, T-25-N, R-11W
SAN JUAN COUNTY, NEW MEXICO

Well Name -

Buena Suerte 32-L #1

Farmington, NM 87499

Buena Suerte 33-L #1

Buena Suerte 5-B #1

East Bisti Coal 6 #1

East Bisti Coal 7 #1

East Bisti Coal 8 #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, 26N, 11W

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

SE/4 SW/4 NE/4
Sec. 7, 26N, 11W

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)

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

100%

100%

Bureau of Indian
Affairs,6as
superintendent for
certain unknown
Navajo allottees
301 W. Hill

Galiup, NM 87305

Pro New Mexico, Inc.
141 E. Palace Avenue
Santa Fe, NM 87501
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PS Form 3800, June 1990

*_Certified Mail Receipt . . ... ey =
r <" No Insurance Coverage Provided E - = -
-« Do not use for International Mait ‘ SENDER: Complete items 1 and 2 when additional Sewvices are desired, and complete items
et trares 3 and 4. v ) o
Liiaty (See Reverse) Put your address in the “RETURN TO'' Space on the reverse side. Failure to do this will prevent this card
Sent to from being returned to you.dlxe reu;rn receip{t fee will provide you the n|ar;le ofcthe plerson delwerecg to and
i the clate of delivery. For additional fees the following services are availlable. Consult postmaster for fees
Giant Expl - & Prod Co and check box(es) for additional service(s) requested.
Street & No 1. [J Show to whom delivered, d'autze, and addressee’s address. 2. [ REestricthed Detivery
(Extra charge) (Extra charge)
P.O. Box 2810
3. Article Addressed to: 4. Article Number
PO . Stae & ZIP Code . .
Farmington, NM 87499 - Giant Exploration & Prod. CodJ P 772 862 380
Foee P.O. Box 2810 Type of Senvice: _
$ . Farmington, NM 87499 Registered Insured
Cered Fes ’ (3 cenitied O cop ‘
L.O0 » L Express man [ Bngin Becep,
Speciat Delivery Fee Always obtain signature of addressee
Resircted Detvery Fee or agent and DATE DELIVERED.
8. Signature — Addressee \ 8. Addressee’s Address (ONLY if
Return Receip* Showing X requested and fee paid)
¢ Whom & Date Delivered /. 0 0 o}
Return Receip! Showing 1o Whom iZ(gnalurE - Agent @
urn 1 H . “
Date & Address of Dehvery . ,{/ 1Y 4 / ‘L‘/[ /}&'// ) 7
TOTAL Postage % 9 7. Date of Delivery
& Fees , & /‘j-‘ - 7
Postmare or Date 2 7 /)_—
PS Form 3811, Apr. 1989 #U.S.G.P.O. 1989-238-815 DOMESTIC RETURN RECEIPT

P 772 8k2 381
» Certified Mail Receipt

*~ No Insurance Coverage Prov.ced

‘ SENDER: Complete items 1 and 2 when additional services are desired, and complete items

v Do not use for International Mail 3andla. s
g (See Reverse) Put your address in the *'RETURN TO'' Space on the reverse side. Failure to do this will prevent this card

Sent 1o trom being returned to you. The return receipt fee will provide you the name of the person delivered to and

R the date of delivery. For additional Tees the following services are avallable. Consult
Bureau of Indian Affalrs| and check boxies) ’?or additional service(s) requesteg. v uit postmaster for fees

1. [0 Show to whom delivered, date, and addressee’s address. 2. (] Restricted Delivery

Street & No . . (Extra charge) (Extra charge)
301 Ww. Hill 3. Article Addressed to: 4. Article Number
PO. State & 2IP Code 05 Bureau of Indian Affairs P 772-862-381
%E;allup, NM_ 873 s superintendent for certair Type of Service:
tage . . .
s $ .99 unknown Navajo allottees L) Registered [ insured
——— 301 W, " 0 Certified Ul coo .
[/ OO R Express Mail [ fetyn Receipt
Special Delivery Fee . Always obtain signature of addressee
or agent and DATE DELIVERED,
Restricted Delivery Fee ¥ - —_—
5. Signature — Addressee 8. Addressee’s Address (OALY if
Return Receip! Showing X d requested and fee paid)
10 Whom & Daie Delivered /. 00 6. Eiignature — Agent
Reiurn Recept Snowing tc Whom X Wﬁ%
Date. & Address of Delivery
7. Date of Delivery, v ! [ 4
TCTAL Postage
o 5227 V) -28-52

Postmary o Date 'S Form 3811, Apr. 1989 *US.G.PO. 1989-238-815 DOMESTIC RETURN RECEIPT

[0-22 - T

PS Form 3800. June 1990
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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
41, Com #1

Buena Suerte
5B Com #1

OFFSEY FRUITLAND COAL WELLS

OPERATOR

Giant
E&P Inc.

Giant
E&P Inc.

Giant
E&P Inc.

Giant
E&P Inc.

Nassau
Resources

Nassau
Resources

Giant
E&P Inc.

Giant
E&P Inc.

Giant
E&P Inc.

STATUS LOCATION

woC

WOCT

LoC

LOoC

WOCT

WOCT

WOPL

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

1675'FNL
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, R11wW

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

154 72 12/29/91

3/12/91 4/15/91
BEFORE EXAMINER
O

E ClL COMNI LJRVAT
i

o~

e L



Page 2

WELL NAME

East Bist
Coal 6 #1

East Bisti
Coal 7 #1

Carson Unit
7 #323

East Bisti
Coal 8 #1

East Bisti
Coal 8 #2

Pete Morrow #1

Pete Morrow #2

OPERATOR

Giant
E&P Inc

Giant
E&P Inc.

Giant
E&P Inc.

Giant
E&P Inc.

Giant
E&P Inc.

Giant
E&P Inc.

Giant
E&P Inc.

STATUS

LOCATION

PGW

WOPL

WOPL

PGW

WOPL

PGW

PGW

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

2330'FNL
1740'FEL
Sec. 7
T25N, R1iw

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
5/16/90 6/5/90 116 66 9/28/92
4/4/90 8/28/90 NF 154 NA

4/4/90 8/28/90 NF 75 NA

4/30/90 5/30/90 25 74 12/12/91
5/4/90 8/26/90 4 180 NA

1/5/90 1/29/90 311 39 2/21/90
4/4/89 4/28/89 47 64 6/30/89



