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OGS OPERATING COMPANY, INC.
BILBERRY #2

N/2, Section 15, T-8-S, R-37-E,
Roosevelt County, New Mexico
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OGS Operating Company, Inc. UNIT WORKING INTEREST OWENRSHIP
Bilberry #2 Well

N/2 Section 15, T-8-S, R-37-E

Roosevelt County, New Mexico

Working
Interest
- Working Interest Owners Ownership Comments
1. OGS Operating Company, Inc. 0.2387% Received signed AFE
2. O'Brien Goins Simpson Expl. 8.5287% Received signed AFE
3. Michael W. Gates 0.2650% Received signed AFE
4, O@M Partnership II 0.3183% Received signed AFE
5. O'Comnor 0il & Gas, Ltd. 0.2653% Received signed AFE
6. Edmnd O'Connor 0.0531% Received signed AFE
59 Great Western Drilling Co. 5.9685% Verbally joined
) Hugh A. Moore 0.6715% No response
9\\ George R. White and wife, 0.6715% No response
Bettijo H. White .
"QO/\‘A. B. Sam and wife, Janet 1.1191% Verbally joined
D. Sam
‘P\ﬁ/\t Morris Mizel 1986 Partners 1.1191% Verbally joined
fig A. J. Hammer Estate 0.1562% Unable to locate
13, Walter Duncan, Inc. 5.6250% Received signed AFE
14, The Wiser Oil Company ' 18.7500% Received signed AFE
5) Earl A. Latimer 0.7500% No response
6: Murphy Operating Corporation 41.2500% Offered to Farmout.
Terms unacceptable.
C{% Tom L. Ingram and wife, Joan 13.5000% No response
-~ L. Ingram
18. J. E. Cieszinski and wife, 0.7500% Received signed AFE

Drusilla C, Cieszinski
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N/2 Section 15, T-8-S, R-37-E
Roosevelt County, New Mexico

’ @j//ﬂ P —

, ///' ’J é/
fER"
W/ 2NE/4, Section 15:

AN

1.  Walter Duncan, Inc. .,/ 1
2. A. J. HaIﬂIEIEStaté?; /,!?D"W
NS

3. Various other fee mineral owners

OGS Exploration

OGS Operating Company, Inc.
Great Western Drilling

H. Moore

22.5% mineral interest

has agreed to join

0.625% mineral interest

unable to locate owner

76.875% mineral interest

G. White and wife

A. B. Sam and wi

Morris Mizel 1986 Partners

Michael W. Gates

, OGM Partnership II
. Kfe / O'Commor 0Oil & Gas, Ltd.
/0 W/-Z e ( BEdmund O'Connor

/

&

E/2NE/4 and NW/4, Section 15:

fe

under leases owned as follows:

44.3768% 7

1.2422% ~

31.0559% x M
.4 /
ponts ) 4l

5.8230% «
5.8230% «
1.3789%%
1.6563%. j
1.38028
0.2761% °

United States of America Oil and Gas lease NM66486 held by the following: \

1. Murphy Operating Corporation

2. The Wiser 0Oil Gow

3. Tom L. Ingram { \
4, Dr. Earl A, lLatime

5. J. E. Cieszinski

NMO15 MLO
NMO2

55%

25%



May 4, 1989

CERTIFTED RETURN RECEIPT REQUESTED

MURPHY OPERATING CORPORATION : .
United Bank Plaza, Suite 300

400 N. Pennsylvania Ave.

Roswell, NM 88202

Attention: Jo McInerny

Re: Proposed San Andres Test

N/2, Section 15,

T-8-S, R-37-E, ,
Roosevelt County, New Mex:.oo )
(Blu:Ltt NMOlS)

Gentlemen:

OGS Operating Campany, Inc., (0GS) , proposes to drill a San Andres Test
well to an approximate depth of 4650 feet at a location in the E/2NE/4 of
Sect:Lon 15, T-8-5, R-37-E, Roosevelt County, New Mexico.

Two coples of an AFE for the proposed well are attached

OGS also proposes the formation of a working ;Lnberest unit ccmposed of
the N/2 of Section 15 to be operated under an Operating Agreement with
provisions identical to the Operating Agreement dated August 1, 1988 covering
the W/2 of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and
others, as Non—Operators.

Should you elect not to Jom in and pay your share of the cost to drill
the proposed well, OGS requests a farmout of your interest in the N/2 of
Section 15. Such farmout shall be granted on the same terms contained in the
Farmout Agreement dated August 1, 1988 covering the W/2 of Sectlon 14, T-78-5S,
R-37-E, in which you farmed cut your mterest to 0Gs.

OGS anticipates camrencing this well on or before October 1, 1989.

Should you elect to join in the well and working interest unit, please
sign and return one copy of the attached AFE.

Should you elect to farm out, please sign one copy of this letter and
return it to the undersigned. -

5-22-99 jg M L\e,ml _ (Y\\erhx{ Wants -h watch v o lmodﬂs 58.'@"‘—&

ma‘«c«'r\c&, a decistan,

.. .
- e N
-



MURPHY OPERATING COF::
May 4, 1989 i
Page 2

A copy of this letter is being sent reqular mail to ensure delivery.

Yours truly,

OGS OPERATING COMPANY, INC.

Thom O'Brien

Agree to farm out my interest in the N/2 of
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico

MURPHY OPERATING CORP.

Date

-R Complete Item: 1 and 2 whan addltlonal nervlcss are deslred nnd completa ltems 3

addrm ln the “RETURN TO“ Spaca on the reverse :lda Fallure to do thh wlll prevent thll-:
p being returned to you. The return receipt fee will provide vou the nsme of the person

nd th f delive For additional fees the following sorvlces are avuilabla Comult
ar tor fees and check box(es) for additlonal service(s) requssted RIS .
|ow o whom delivered, dats, and addmsue ] nddreu. ’ D Rutrlcted Dellvery e “; "
A EEd :~t{Extra charge)f e : t(Extra charge)T C .

“iicle Addressed t0: -~ . ‘ 4 Amcle Number — ‘ 1

.turphy Operating ‘Corp.- "~ | P 954368 377 ol

' United Bank Plaza ; Type of Service: R
“ suite .300 B, [ Registered -~ 1 lr.sured T

3 ‘ : X cortified .z [0 coD
400 N. Pennsylvanla | DD ExpressMail i o &
Roswell . NM -
R . Always obtain signature of addressee
or agent and DATE DELIVERED.

8. Addressee’s Address (ONLY if
reques!ed and fee pazd) :

6 Sig ture—Agent

7. Date of'l)ellvery I

PS Form 3811 Ma.r 1987

R NS NPT ENP RS

T0'B/sIn i e (w E°l“°l" ]u\w\\\;
G861 '008¢ wiod Sd

Enclosure
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DRILLING, INCo

DRILLING OR WORKOVER AFE AFE NO.
{J WILDCAT [] DEVELOPMENT ] WORKOVER LSE. NO.
{0 DRILLING [J DRILLING [[] SAME ZONE W1
(O COMPLETION ] COMPLETION [0 NEW ZONE o
(J RE-ENTRY [J REENTRY D raa EST. NET COST
AFE DATE 5-1-83
LEASE 8 DEPTH
wELL NO. BILBERRY #2 & FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8-S, R-37-E
COUNTY
8 STATE  Roosevelt County, New Mexico FIELD
. SPUD
OPERATOR (OGS Operating Company, Inc. DATE
INTANGIBLE WELL COST
DESCRIPTION DRILLING COMPLETION TOTAL
{ Access, Location 8 Roads 5,000 2,000
2 Rig Move
3 Footage Cost 41,900
4 Doy Work Cost days at 7,200
5 Bits & Reamers —_—
6 Fuel -
7 Water 4,000 1,500
8 Mud & Chemicols 2,000 —-—
9 Cementing & Service 2,500 6,000
10 Coring —— -
H Surveying & Testing 13,500 1,500
12 Mud Logging 1,600 -
13 Perforating - 1,500
14 Stimulation —— 4,000
15 Transportation - -
16 Drilling Overhead & Supervision 4,000 4,000
17 Equipment Rental —— 2,000
18 Completion Rig 6 days ot 1000 —— 6,000
19 Other Drilling Expense 2,500 3,000
20 Contingencies (10°%.of Intongibies) 8,900 3,200
s Insurance- 4,700
22
23 TOTAL INTANGIBLES 97,800 34,700 132,500
TANGIBLE WELL COST
24 ' of ™ Conductor Casing
25 350 ' Of 8-5/8 " Surtace Casing 3,500
26 ' Ot " Intermediate Casing
27 ©of " Intermediate Casing -
28 ‘ot ‘ Intermediate Casing
29 4650 ' 0of 5-1/2 " Production Casing 31,800
30 ' of. " Tie-Back Casing
31 4650"' ot 2~-3/8 ' Tubing 9,800
32 ' of * Tubing
33 ' of " Tubing
34 Liner Equipment
35 Wellhead Equipment 600 800
36 Producing Focilities, Tank Battery, Flowline 45,000
37 Packers & Other Subsurfacs Tools
38 Contingencies (10 */% of Tangibles)
39
40
41 TOTAL TANGIBLES 4,100 87,400 91,500
42 TOTAL WELL COST 101,900 122,100 224,000
COMPANY APPROVAL
By Date |By Date |By Date |By Date |By Date
AU JOINT OPERATOR APPROVAL )
Firm MURPHY OPERATING CORP. gy Title (D Date

AET Aa




July 26, 1989

MJIRPHY OPERATING CORPORATICN
United Bank Plaza, Suite 300
400 N. Pennsylvania Ave.
Roswell, NM 88202

Attention: Jo McInerney

Re: Bluitt Field Area
OGS - Bilberry #1 Well
Roosevelt County, New Mexico
(Bluitt NMO15)

Dear Jo:

I am returning your lawyer's invoice which I do not believe OGS Operating
Campany, Inc. has any cbligation to pay.

OGS did not ask you to retain the services of legal council to research
this matter. OGS requested title documents fram Murphy over a year ago and at
that time you did not have in your possession the title opinion you just sent
me. As a result of this we had to buy abstracts fram inception of title, and

have title examined, at considerable expense to OGS.

I understand you are returning our abstracts and as soon as I get them I
will have our attorney look into the matter, and we will get this problem
resolved. : '

Concerning my proposal to drill a stepout well to the Bilberry w1l in the
N/2 of Section 15, made by my letter dated May 4, 1989, you had relayed your
desire to watch the Bilberxry #1 well for a couple of months prior to making a
determination on this proposal. The Bilberry #1 has now been producing for
2.5 months and we are interested in drilling the proposed well in the N/2 of
Section 15 by Octcber 1, 1989.

I would appreciate your consideration of my proposal as made in my letter
dated May 4, 1989 and responding at your earliest convenience.

3-/0/89 Phor\( Ja MCIneCh\.(-Murphx/
Gave her recent productiod on #|

N\}ke. G', Wil [Br‘o\)“.dé ‘(Da’k‘ﬂ%}_ \aca—i.ior\\’,

. .. Tham O'Brien . ’

Yours truly,

OGS OPERATING COMPANY, INC.

TO'B/slm



August 14, 1989

MURPHY COPERATING CCORPORATICN
United Bank Plaza, Suite 300
400 N. Pennsylvania Ave.
Roswell, NM 88202

Attention: Jo McInerney

Re: Bilberry #2
Bluitt Field Area
Roosevelt County, New Mexico
(Bluitt NMO15)

Dear Ms. McInerney:

In order to facilitate your decision concerning the subject well, I called
OXY NGL, Inc. this morning to verify current production from the Bilberry #1
well. According to them, this well is now producing 340 MCF.day.

Our proposed location for the Bilberry #2 is 990" FNL and 990' FEL,
Section 15, Township-8-South, Range-37-East, Roosevelt County, New Mexico.

If I can provide you with further information concerning our proposal,

please advise.

Sincerely,

9-5-84: Mark /prh-! asted gbayt .

prod»unul reports C-us O'BRIEN GOINS SIMPSON EXPLORATICN

calted abaut locatiod ofF B'.\bcrrT t2

Oks has predisusty Supat ek Murphy Michael W. Gates
Wik o oF Hais

MVG/slm



May 4, 1989

CERTIFIED RETURN RECEIPT REQUESTED

Mr. and Mrs. Tam Ingram
Box 1757
Roswell, NM 88202

Re: Proposed San Andres Test
N/2, Section 15,
T-8-S, R-37-E,
Roosevelt County, New Mexico
(Bluitt NMO15)

Gentlemen:

OGS Operating Company, Inc., (OGS), proposes to drill a San Andres Test
well to an approximate depth of 4650 feet at a location in the E/2NE/4 of
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. _

Two copies of an AFE for the proposed well are attached.

OGS also proposes the formation of a working interest unit camposed of
the N/2 of Section 15 to be operated under an Operating Agreement with
provisions identical to the Operating Agreement dated August 1, 1988 covering
the W/2 of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and
others, as Non—Operators.

Should you elect not to join in and pay your share of the cost to drill
the proposed well, OGS requests a farmout of your interest in the N/2 of
Section 15. Such farmout shall be granted on the same terms contained in the
Farmout Agreement dated August 1, 1988 covering the W/2 of Section 14, T-78-5,
R-37-E, in which you farmed out your interest to CGS.

OGS anticipates commencing this well on or before Octcber 1, 1989.

Should you elect to join in the well and working interest unit, please
sign and return one copy of the attached AFE.

Should you elect to farm out, please sign one copy of this letter and
return it to the undersigned.



- MR. AND MRS. TOM L. 1:.;
Mey 4, 1989 ]
Page 2

A copy of this letter is being sent regular mail to ensure delivery.

Yours truly,
OGS OPERATING COMPANY, INC.

Thom O'Brien

Agree to farm out my interest in the N/2 of
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico

Tom L. Ingram Date

Joan L. Ingram Date

SENDER: Complate Items 1 and 2 when addltlonal :ervlcss are desired, and complete ltems 3

and 4. - Geomiwee B o ke
Put your address ln the "HETU RN TO" Space on the revsrse slda Failure to do th!s wlll prevent this
card from belng returned to you. The return recelpt fee Wil provide you the _name of the person
eljvered e _of dsiive For additional fees the following servlces are avallabls Comun
postmaster fog/fees and check box(as) for additional service(s) requested. -~ e e el 1 o
1. O Show whom dellvered, date, and addressoﬁsaddress 2 D Restricted Delivery -
- . t(Extra charge)t ..~

t(Extra charge)t
4. Article Number - --.:." .-
“P 954 368 380 -

‘:-./ i

<% [3 Article A Addressed tor -.ac .
B 'Tom L. Ingram L
P.O.% Drawer 17 577 .I, L k Type of Service:
A Roswell = NM _-{ 88201 -7k | O Registered
i . S I K] Certified
R N o [0 Express Malil
) R : : Always obtain signature of addressee
R or agent and DATE DELIVERED.
5. Signature — Addressee - - . - 8. Addressee’s Address (ONLY if
E s . : Lo requested and fee paid)

X '-‘",Aj' ~". . b '4 N / N I

6. S_ignature — Age i
X -7 ‘»" / /1 y . ) L . T

7. Cate of Delivery
_ 5 - 7 —~§
PS Form 3811, h_(a:. 1987 - % US.G.P.O. 1987-178-268 '

(RPN ;,_.-_H.'_ [N

g v\ le .- e
%’/‘B/ slm
Enclosure



O~ E DRILLING, INC~

DRILLING OR WORKOVER AFE AFE NO.
{J wiLDCAT (] DEVELOPMENT (] WORKOVER LSE. NO.
(J ORILLING [J ORILLING (] SAME ZONE
(] COMPLETION (J COMPLETION [3J NEW ZONE Wl
(] RE-ENTRY (1 REENTRY OrPaaA EST NET COST
AFE DATE 5-1-89
LEASE &8 DEPTH
WELL NO. BILBERRY #2 & FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8-5, R-37-E
COUNTY
& STATE Roosevelt County, New Mexico FIELD
SPUD
OPERATOR OGS Operating Company, Inc. DATE
INTANGIBLE WELL COST
DESCRIPTION DRILLING COMPLETION TOTAL
I Access, Location & Roads 5,000 2,000
2 Rig Move
3 Footage Cost 41,900
4 Day Work Cost days at 7,200
5 Bits & Reamers -
6 Fuel -
7 Water 4,000 1,500
8 Mud 8 Chemicals 2,000 ——
9 Cementing 8 Service 2,500 6,000
10 Coring —_— _
1 Surveying & Testing 13,500 1,500
12 Mud Logging 1,600 -
13 Perforating - 1,500
14 Stimutation —-= 4,000
{5 Tronsportation — -
6 Drilling Overhead & Suparvision 4,000 4,000
17 Equipment Rentai - 2,000
18 Completion Rig 6 days ot 1000 - 6,000
19 Other Drilling Expense 2,500 3,000
20 Contingencies (10 %.of Intangibles) 8,900 3,200
21 " Insurance 4,700 e
22
23 TOTAL INTANGIBLES 97,800 34,700 132,500
TANGIBLE WELL COST
24 ‘ot ™ Conductar Casing
25 350 ' Of 8-5/8 ' Surface Casing 3,500
26 ' ot " Intermediate Casing
27 * ot " Intermediate Casing
28 ' of " Intermediats Casing
29 4650 "' 0Of 5-1/2 " Production Casing 31,800
30 . ‘ot " Tie-Back Casing
31 4650 ' of 2-3/8 ' Tubing 9,800
32 ' of " Tubing
33 ot " Tubing
34 Liner Equipment
35 Wellhead Equipment 600 800
36 Producing Focilities, Tank Bottery, Flowline 45,000
37 Packers 8 Other Subsurface Tools
28 Contingencies (10 */4 of Tangibles)
39
40
41 TOTAL TANGIBLES 4,100 87,400 91,500
42 TOTAL WELL COST 101,900 122,100 224,000
COMPANY APPROVAL
8y Date [By Date | By Dates |8y Date |By Date
N JOINT OPERATOR APPROVAL
Firm TOM INGRAM B8y Title ‘ ‘ Oate

~ e A Y

R IR




July 26, 1989

Mr. and Mrs. Tom Ingram
Box 1757
Roswell, NM 88202

505 622- 2630 Re: Proposed San Andres Test
N/2, Section 15,
T-8-S, R-37-E,
Roosevelt County, New Mexico
(Bluitt NM015)

Gentlemen:

By letter dated May 4, 1989, OGS Operating Company, Inc. sent you a
proposal to drill the referenced test well.

The proposed well is a step out to the OGS Bilberry #1 well which has
been on production for about 2.5 months.

0GS is interested in drilling the proposed well and we anticipate
cammencing operations by October 1, 1989.

Please consider this proposal and let me know your decision at your
earliest convenience.

Should you need information on the well, please contact Mike Gates in our
office.

8— |4—8q TO(\’\I“%A&N\ \of(llJ'\'S o \(\}Gil\" Yours truly,

L sec vinatr M\irp'f\\f daes OGS OPERATING COMPANY, INC.

Tham O'Brien

TO'R/<1m



May 4, 1989

CERTIFIED RETURN RECEIPT REQUESTED

Dr. Earl A, Latimer, Jr.
1802 W. 4th Street
Roswell, NM 88202

Re: Proposed San Andres Test
N/2, Section 15,
T-8-S, R-37-E,
Roosevelt County, New Mexico
(Bluitt NMO15)

Gentlemen:

OGS Operating Company, Inc., (OGS), proposes to drill a San Andres Test
well to an approximate depth of 4650 feet at a location in the E/2NE/4 of
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. ' ‘

Two copies of an AFE for the proposed well are attached.

OGS also proposes the formation of a working interest unit composed of
the N/2 of Section 15 to be operated under an Operating Agreement with
provisions identical to the Operating Agreement dated August 1, 1988 covering
the W/2 of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and
others, as Non-Cperators. ‘

Should you elect not to join in and pay your share of the cost to drill
the proposed well, OGS requests a farmout of your interest in the N/2 of
Section 15. Such farmout shall be granted on the same terms contained in the
Farmout Agreement dated Bugust 1, 1988 covering the W/2 of Section 14, T-78-5,
R-37-E, in which you farmed out your interest to OGS.

OGS anticipates camrencing this well on or before October 1, 1989.

Should you elect to join in the well and working interest unit, please
sign and return one copy of the attached AFE.

Should you elect to farm out, please sign one copy of this letter and
retwrn it to the undersigned.



DR. FARL A. LATTMER Q
May 4, 1989
Page 2

A copy of this letter is being sent regular mail to ensure delivery.

Yours truly,

OGS COPERATING COMPANY, INC.

Tham Q'Brien

2Agree to farm out my interest in the N/2 of
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico

Earl A. Latimer

Date

' Put your nddress ln the "RETURN TO"
. ¢ard from being returned to you.

[}

SENDER. complete items 1 and 2 whon
and 4. g

he geturn rece feo

ollvered to and tha date of delivery.

postmester for feeyand check box{es) for additional

. Y{Extra charge)

additionsl sdrvlces are detlred

Spaca on the ravane :lde Fullura to do (hls wlll prevent thls'

For additional fees the
service(s) roquensd

1. 0 Show to wh>m dellvered, dats, and nddressae s address.
<+ - .. t{Extra charge)t

nd complate ]tsms 3

1 vide vou the name of the person
followlng services afe avallabla Consult

2. a Renrlcted Dallvery

:3 Amc!e Addressed to:

EARE A. LATIMER

4 Amcle Number

=p 954 368 383

7. D‘ate of D‘: ivery,
512y

1511;‘5. Grand [ijpe of Service: D T
ROASWell R . _ Registered . .. Insured_' .
At A 88201 certified ~*+ - [J COD
o - O express Mail 7«75 )
.' AN R S PR Always obtain signature of addressee ‘/
L U L0 or sgent and DATE DELIVERED. IR
nature - Addr i S 8 Addressee's Address (ONLY if - - i
EQ:QXAM kﬂo requested andfee paxd} S
Sugnature-—-Agent ;- EE : T ’
X

PS Form 3811, Mar. 1987 T« US.G.PO. 1987-178-268

TO'B/slm
Enclosure
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o

.- 07t DRILLING, IRC-
~ )
DRILLING OR WORKOVER AFE AFE NO.
] WILDCAT [] DEVELOPMENT [J WORKOVER LSE. NO.
(] DRILLING [} DRILLING ] SAME ZONE
[J COMPLETION [J COMPLETION [J NEW ZONE Wl
[} RE-ENTRY [} REENTRY ] rPaa EST NET COST
AFE DATE 5-1-89
LEASE 8 DEPTH
WELL NO. BILBERRY #2 8 FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8-S, R-37-E
COUNTY
8 STATE  Roosevelt County, New Mexico FIELD
SPUD
OPERATOR OGS Operating Company, Inc. DATE
INTANGIBLE WELL COST
DESCRIPTION DRILLING COMPLETION TOTAL
1 Access, Location 8 Roads 5,000 2,000
2 Rig Move
3 Footage Cost 41,900
4 Day Work Cost days at 7,200
5 Bits & Reamers —-=
6 Fuel -
7 Water 4,000 1,500
8 Mud & Chemicals 2,000 ——
9 Cementing 8 Sarvics 2,500 6,000
10 Coring - ——
1 Surveying & Testing 13,500 1,500
12 Mud Logging 1,600 —
I3 Pertorating - 1,500
14 Stimulation -~ 4,000
15 Transportation ) - -
i6 Drilling Overhead & Superv:slon, 4,000 ~ 4,000
17 Equipment Rental _ 5 - 2,000
'8 Completion Rig 6 days ot 1000 S m= 6,000
19 Other Drilling Expense s 2,500 3,000
20 Contmgancnes (IO"/. of lntorﬁlbles) 8,900 3,200
21 "Insurance’ 4,700 -
22
23 TOTAL INTANGIBLES 97,800 34,700 132,500
TANGIBLE WELL COST
24 el " Conductor Casing
25 350 ' Of 8-5/8 * Surface Casing 3,500
26 ' ot " Intermediate Casing
27 ' of- 7 Intermediote Casing
28 ' ot “ Intermediote Casing : ]
29 4650 ' Oof 5-1/2 " Production Casing 31,800
30 ' of, * Tie-Back Casing
31 4650 ' ot 2-3/8 * Tubing 9,800
32 "ot * Tubing
33 " Of ' Tubing
34 Liner Equipment
35 Wellhead Equipment 600 - 800
36 Producing Fociiities, Tank Botnry, Ftowiine 45,000
37 Packers & Other Subsurface Tools
28 Contingencies (10 %4 of Tangibles)
39
30 R
41 TOTAL TANGIBLES 4,100 87,400 91,500
| a2 TOTAL WELL COST 101,900 122,100 224,000
COMPANY APPROVAL
By Date |By Date | 3y Dots |By Date | By Datse
: JOINT OPERATOR APPROVAL l S‘
Firm EARL A. LATIMER By Title Date




September 13, 1989

Dr. Earl A. latimer, Jr.
1511 S. Grand
Roswell, ™M 88201

Re: Proposed San Andres Test
N/2, Section 15,
T-8-5, R-37-E,
Roosevelt County, New Mexico
(Bluitt NMO015)

Dear Dr. Iatimer:

" By letter dated May 4, 1989, OGS Operating Company, Inc. sent you a
proposal to drill the referenced test well.

The proposed well is a step cut to the OGS Bilberry #1 well which has
been on production for about 3.5 months.

. OGS is interested in. drilling the proposed well and we anticipate
cammencing operations by Octcoer 1, 1989.

Please consider this proposal and -let me know your decision at your
earliest convenience. ~

Should you need information on the well, please contact Mike Gates in our
office.

Yours truly,

OGS OPERATING COMPANY, INC.

Thom O'Brien

TO'B/slm

e lb



AN

May 4, 1989

CERTIFIED RETURN RECEIPT REQUESTED

WALTER DUNCAN, INC.
100 Park Avenue Bldg., Suite 1200
Oklahoma City, OK 73102

Attention: Jack Sweeney
]

s Re: Proposed San Andres Test
N/2, Section 15,
T-8-S, R-37-E,
Roosevelt County, New Mexico
{(Bluitt NMO15)

Gentleren:

OGS Operating Company, Inc., (OGS), proposes to drill a San Andres test
well to an approximate depth of 4650 feet at a location in the E/2NE/4 of
Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico.

Two copies of an AFE for the proposed well are attached.

- OGS also proposes the. formation of a working interest unit ocomposed of
the N/2 of Section 15 to be operated under an Operating BAgreement with
provisions identical to the Operating Agreement dated August 1, 1988 covering
the W/2 of Section 14, T-8-S, R-37-E.

- Should you prefer not to join in the working interest unit and pay your
share of the cost of the well, OGS requests that you grant it an oil and gas
lease on your interest in the E/2NE/4 of Section 15. Such lease shall contain
the same terms as the lease from you, as lessor, to OGS dated May 1, 1988.

OGS anticipates commencing this well on or before October 1, 1989.

Should you elect to join in the working interest unit and well, please
sign one copy of the AFE and return it to me.

Should you elect to lease, pleas sign and return to me one copy of this
letter.



WALTER DUNCAN, INC.
- May 4, 1989
Page 2

FEE

A copy of this letter is being sent regular mail to ensure delivery.

Agree to lease our interest in the

County, New Mexico

WALTER DUNCAN, INC.

Yours truly,

OGS OPERATING COMPANY, INC.

Thom O'Brien

Date

QSENDER- Complete Items 1 and 2 when addltlonal sorvlces are deslred und complate ltems 3
and 4. - e T

. Put youry address ln tha "HETUHN TO" Spuce on the reverse ﬂde Failura to do thh wll( prevent this
. curd fr belng raturnad to you. The return receipt fee will provide you the name of the person
delivery f dellve For sdditional fees the following sarvlcu are avauabla Comult

. pm:m nts( for fe nd rh'wk box(es) for additional service(s
- 1.0 Showto whé 1 75
‘. - TEypa: harge)f e

“yveed, date, and addressoe s addreu h

) requosted -
S2..0 Restrlcted Dellvary
wan. - t(Extra charge)t

3. Artict- Addr v-, = -
’ W( A F. P,

4. Arcle Number .. . .- - -

~P 954:368 " 382

- 30 Bldgl
\ACL )S‘Erbu\r\caA IMC———~-.:. .
. *ty;““ 73102

Type of Service
[ Registeced

-~

Kl certified -‘{ : i
{0 Express Mail - i

Always o\/é'ain';igﬁature of addresses
or agent and DATE DELIVERED.

5. digngture — Addressee
X A
16, Slgnalure — Agent

(X £M401A

7. Daxa of Delivery

}
i

53 52%224ﬂ4LV*——’
SLL\8Y

B. Addressee’s Address (ONLY if
requested and fee paid)

e hn et e = e L i S o am e

PS Form 3811, Mar. 1987 % U'S.G.P.O. 1987-178-268

TO'B/slm
Enclosure

DOMESTIC RETURN RECE!¥ " -

N/2 Section 15, T-8-S, R-37-E, Roosevelt

1B



O

DRILLING OR WORKOVER AFE

E DRILLING, INC

AFE NO.
{] WILDCAT [ DEVELOPMENT {] WORKOVER LSE. NO.
{] DRILLING [ DRILLING (] SAME ZOKNE W1
{3 COMPLETION [J COMPLETION [3 NEw ZONE o
{J RE-ENTRY [J REENTRY [ rPaa EST NET COST
AFE DATE 5-1-89
LEASE a DEPTH
wELL NO. BILBERRY #2 8 FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8-§5, R~37-E
COUNTY
8 STATE Roosevelt County, New Mexico FIELD
B SPUD
OPERATOR OGS Operating Company, Inc. DATE
INTANGIBLE WELL COST
DESCRIPTION ’ DRILLING - COMPLETION TOTAL
! Access, Location & Roads 5,000 2,000
2 Rig Move :
3 Footage Cost 41,900
4 Day Work Cost days at 7,200
5 Bits 8 Reamers —_
) Fuel -
7 Water 4,000 1,500
8 Mud & Chemicals 2,000 —
9 Cementing 8 Service 2,500 6,000
10 Coring — —_
i Surveying 8 Testing 13,500 1,500
12 Mud Logging 1,600 ——
13 Pertorsting —_— 1,500
14 Stimulation -— 4,000
15 | Tronsportation o - - . -
s Drilling Overhead & Supervision 4,000 4,000
17 Equipment Rental o L - I 2,000
18 Completion “Rig = -6 doys ot —--1000 .. .. —— . ). 6,000
19 Other. Drilling Expsnse <~ - . = . 2,500 1. ..3,000
20 Contingencies (10%..0f intangibles) - 8,900 __ . | _ 3,200
21 : = -~ - -Insurance - -4,700-- : - )
23 TOTAL INTANGIBLES ~ -97,800 ~--=34,700 132,500
TANGIBLE WELL COST
24 ' of ™ Conductor Ccsing ) o
25 - 350 '-0f 8-5/8 " Surfoce Casing 3,500 . ol
26 Yot ¢ " intermediate  Casing ! .
27 el *T Intermediate - Casing
28 ' of . ' Intermediate Casing
29 4650 ' 0f 5-1/2 * Production Cuasing . 31,800
30 . ' of. * Tie-Back Casing
31 - 4650" or 2-3/8 " Tubing . 5,800
32 B Of ) * TUblnq L _
33 "ot " Tubing
34 Liner Equipment B
35 Welihead Equipment 600 800
36 Producing Focilities, Tank Battery, Flowliine : 45,000
37 Packars & Other Subsurface Tools
28 Contingencies {10 °/4 of Tangibles) e -
39
40
4l .,, TOTAL TANGIBLES 4,100 87,400 91,500
| 82 | TOTAL WELL COST 101,900 122,100 224,000
COMPANY APPROVAL
8y Daots |By Date | By Date }By Date |8y Dats

Siem WALTER DUNCAN,

9,

3/

S O OPERAT PROVAL
INC. By @j Titla
7 - 7 X

Frod Mz



July 26, 1989

WALTER DUNCAN, INC.
100 Park Avenue Bldg., Suite 1200
Cklahoma City, OK 73102

Attention: Jack Sweeney

40s-272- 182¢ , Re: Proposed San Andres Test
S S : N/2, Section 15,
ST T-8-S, R-37-E,
- = 7 ‘Roosevelt County, New Mexico
. o (BIuitt NMO15)

Gentlemen:

.~ By letter dated-May 4, -1989,.0GS Operating-Company, Inc. sent you a
proposal to drill the referenced test well.

~ The propaosed well is a step out to the OGS Bilberry #1 well which has
been on production for about 2.5 months.

. _ OGS . is . interested in drilling the proposed well and we anticipate
. commencing operations by October 1, 1989.

Please consider this proposal and let me know your decision at your
earliest convenience.

Should.you need information on the well, please contact Mike Gates in our
office.

Yours truly,

OGS OPERATING COMPANY, INC.

-4 - Wi youd

Thcam O!'Brien

TO'B/slm

2.0
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WALTER DUNCAN e
100 PARK AVENUE BUILDING
OKLAHOMA CITY, OKLAHOMA 73102

405/272-1800

August 11, 1939

Mr. Thom O'Brien

0GS Operating Company, Inc.
550 W. Texas, Suite 1140
Midland, TX 79701

Re: Bilberry #2
E/2 NE/4, 15-8S-37E
: Roosevelt County, NM
- NMM-1 .

Dear Mr. O'Brien:

In regard to the captioned refer to your letter of

July 26, 1989. - Walter Duncan, Inc. will participate

~ for their 18/320ths = 5.625% interest in your cap-

_tioned well, subject to the terms of your JOA and
approval of title. ' :

My records reflect that Walter Duncan, Inc. owns 180

mineral acres under the E/2 NE - 15, and you will be
forming a 320 acre unit comprised of the N/2 - 15.

Enclosed is your executed AFE.

Sincerely,

Jack Sweeney

JS:DB
Enc.

CC: J. F. Carter, Jr.

2\
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DRILLING OR WORKOVER AFE AFE NO,
[J WILDCAT [] DEVELOPMENT [ WORKOVER LSE. NO.
[J ORILLING {J ORILLING [0 SAME ZONE w1
[ COMPLETION 0 COMPLETION [0 NEwW ZONE o
(] RE-ENTRY [J REENTRY 0O rPaA Eor NET COST
AFE DATE 5-1-89
LEASE 8 DEPTH |
wELL NO. BILBERRY 32 a8 FORM 4,650' San Andres
LDCATION E/2NE/4, Section 15, T-8~S5, R-37-E
COUNRTY
8 STATE  Roosevelt County, New Mexico FIELD
SPUD
OPERATOR (OGS Operating Company, Inc. 1 DATE J
M r
o ~ INTANGIBLE WELL COST )
DESCRIPTION - ’ DRILLING COMPLETION TOTAL
| Access, Locotion 8 Roads . . 5,000 2,000
2 Rig Movs ‘ e T
3 Footage Cost 41,900
4 Doy Work Cost days at 7,200
5 Bits & Reamers — -
6 Fual — ]
7 | wWater. 4,000 1,500 }'
8 Mud & Chemicols 2,000 — 7
S Cementing 8 Service 2,500 6,000
10 Coring — ——
1t Surveying 8 Testing 13,500 1,500
12 Mod Logging 1,600 —_ |
13 Perforating - 1,500 B
14 Svmuletion - _ . 4,000 - i
15 Jronsporiation . 1 == e, =
16 Drilling Overnead & Supervision __ 4,000 .. 4,000
7 Equipment Rental - o B |. .--2,000
18- | Completion Rig 6  doys ot 1000 - ) . -—= . __}.._. 6,000
19 | Other Driiling Expense -= """ _..2,500 - 3,000
20 -} Contingencies (10 /. .0f Intongibles) s 8,900 . — ..} 3,200
R : - "=.-Insurance -._ . -4,700-- R |-~ )
22 . . L R i , S L ]
237 ©  TOTAL  INFANGIBLES. .-~ | 97,800- .- ~]-".34,700 | 132,500 ]
R .~ TANGIBLE WELL COST
24 o ot ~ ™ Conductor Cosing L
25 350:" 0f §-=5/8 " Surfoce Casing 3,500
26 ' of " Intermedicte Cosing. L ’
27 e " ntarmediate Casing j
28 ' Of ___ " Intermsdiota Casing .
29 4650 " Of 5-1/2 " Production Casing 31,800
30 'oor. " Tie-Back Casing
31 4650 "' of 2-3/8 " Tubing 8,800
| 32 L of “ Tubing ,
33 'of "' TJubing I
34 Uner Equipment . .. - _ . N o
35 Wellheod Equipment = - - - - 600. - 800
36 Froducing Focilitiss, Tonk Bottary, Fiowiine. - 45,000 _
37 Packers & Other Subsurfocs Tools : e
3 Consingencies {10 °/ of Tangiblas) e
39 |
| 4 —-.... TOTAL TANGIBLES 4,100 87,400 91,500 .
| 42 TOTAL WELL COST 101,900 122,100 | 224,000
COMPANY APPROVAL
i5Y Dats |{By Date | By TDﬂfl ’By Date |By { Dats
| |
. p:RAT PROVAL
sirm WALTER DUNCAN, INC. pi Title 7?0.4}_“ %g Dote 7
. {
7 3 5-(f




May 4, 1589

- CERTIFIED RETURN RECEIPT REQUESTED

THE WISER OIT, COMPANY
Box 192 ’ =
Sisterville, W. Va. 26175

Attention: Mr. Charles ILarue

LT T T P T TTRe T ,'”Proposed San Andres Test
T =00 N/2, Section 15,
7 ’ e T N ' T-8-S, R-37-E,
ST - oo et T - Roosevelt County, New Mexico
e o (Bluitt NMO15)

v

A
Gentleren:

- .-, OGS .Cperating Carpany, -Inc.;, (OGS).;-proposes -to*drill a San Andres Test
well to an approximate depth of 4650 feet at a location in the E/2NE/4 of
‘ Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico. )

Two copies of an AFE for the proposed well are attached.

. 0GS also proposes the formation of a working interest unit composed of
the N/2 of Section 15 to be operated under an Operating Agreement with

provisions identical to the Operating Agreement dated August 1, 1988 covering
- the W/2 of Section 14, T-8-S, Rf37—E,»betw'een OGS, "as Operator, and you and

. others, as Non—Operators. )

Should you elect not to join in and pay your share of the cost to drill
the proposed well, OGS requests a farmout of your interest in the N/2 of
Section 15. Such farmout shall be granted on the same terms contained in the
Farmout Pgreement dated August 1, 1988 covering the W/2 of Section 14, T-78-S,
R-37-E, in which you farmed ocut your interest to CGS.

OGS anticipates camencing this well on or before Octcober 1, 1989.

Should ycu elect to join in the well and working interest unit, please
sign and return one copy of the attached AFE.

Should you elect to farm out, please sign one ©opy of this letter and
return it to the undersigned.

L s o ee



- THE WISER OTL cmm% C e e e
May 4,1989 - ek

Page 2 o

Yours truly, ¥

S | S OGSOPERATINGw@ANY NG,

 Tham O'Brien e O
Agrec to farm out my mterest in the N/2 of
" Section 15, T-8-S, R-37-E,- Roosevelt County, New Mexlco
‘. THE WISER OIL CQMPANY LT e
= : - by 2T RN _'A.._Date_ UL -
L T )

TO'B/slm
Enclosure

LI
- e

A copy of this letter is being sent regular m1l to ensure dellvery

2%



SENDER: Complete items 1 and 2 when additional services are deslred and comp!ste hems 3
and 4. toT
Put your address in the “RETURN TO" Space on the reverssa slda. Fallurs to do thls will prevent this
card frorm being returned to you. The return receint fea will orovide vyou the name of the osrson
delivered to end the date of dalivery. Far additlonai fees the following ssrvlces are available. Consuit
postmaster for fees and check box{es) for additional service(s) requested, . -
1.- 0 Show 1o wham delivered, date, and addressea’s address. 5- 2. U Restrlczsd Del!ve
. Lérm .o t(Extra charge)T 5 jee A R “+ Y(Extra charge)t -
3._Article Addressed to:, - : . 4. Article Number -

The ‘Wiser 0il'’ ” -.7p9547368°381"
= Type of Sarvice: s ara iz
[ Registered

Certified ¥,

Express Mail

Al‘»;vays obtain signature of addresses
[ Zr-agent and DATE DELIVERED.

A{édressee s Address (ONLY xf
G xted andfee paid) =

P 9543k

. RECEIPT FOR CERTIFIED MAlL
NO INSURANCE COVERAGE PROVIOED
- NOT FOR INTERNATIONAL MAIL

(See Reverse)

W/% pi Lo.
and N77p .7 B
"%@%ﬁ Hew. VA 2617
Postage %
Cemhjedﬂ Fee 7 . gg
Special Dehvery Fég 7' o

’

Restricted Delvery Fee

Return Receipt sh ,,uaa..
to whom and pf'e q}hvpfg}

Return Re 2 or owmg to, h:-'t\
Date. an »(L‘cess of Du& ey &)

TOTAL F%sxa&q,@ )#ew{»—)f\}
Gl

Postmark

I PS Form 3800, June 1985
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OéCE DRILLING, IRC

Ml

- _r @
DRILLING OR WORKOVER AFE AFE NO.
[J WILDCAT [] DEVELOPMENT [J WORKOVER LSE. NO.
"[J DRILLING [J DRILLING (] SAME ZONE Wi
] COMPLETION {J COMPLETION [0 NEW ZONE ol
[J RE-ENTRY D REENTRY D paA EST. NET COST
AFE DATE 5-1-89
LEASE & DEPTH
weLL No. BILBERRY #2 & FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8- R-37-E
COUNTY - -
& STATE  Roosevelt County, -New Mexico FIELD
e ' A S SPUD
OPERATOR (OGS Operating Company, Inc. DATE
INTANGIBLE WELL COST
DESCRIPTION ‘ DRILLING COMPLETION TOTAL
I Access, Location & Roads -5,000 2,000
2 Rig Movs B
3 Footage Cost 41,900
4 Day Work Cost days at- 7,200
5 Bits & Reamars o
6 Fuel ——
7 Water 4,000 1,500
8 Mud 8 Chemicals 2,000 -~
<} Cementing 8 Service 2,500 6,000
10 Coring —
n Suarveying 8 Testing 13,500 l 500
12 Mud Logging . 1,600
13 Pertorating T e 1, 500
14 Stimulation ) R H -~ _ N 4,000
15 Transportation - - . .. L -— —
16~ -} Orilling -Overnead 8 Supervision - - . 4,000
17 -| Equipment Rental - - - , S e = 2,000
‘18 Completion Rig 6 - doys ot lOOO 6,000
19 Other Drilling Expanse .. 3,000 =
- 20. ;Commgjnc:es (0. of 'n’OJibles) -f—«—- - 3,200
21 e CoT e Insurance = - T e ST
22 - ) 5 ’ S D .
23 |- g TOTAL INTANGIBLES “-e) 9%, 800 = 3¢ 700, 132,500
- === --7  TANGIBLE WELL COST.
24 ' of " Conductor Casing .
25 350 ' Ot 8—5/8  Surface Casing : 3.500 g L
26 ' Of ' - " Intermediate Cosing e
27 L IOf T T ‘,' Intermediate Casing - | - - .
28 N 0} SR " Intermediate Casing .- : B 5
29. 4650 "' of  5- ]_/2 _" Production Cosing 31 800 E
30 . ' of, : * Tie-Back Casing :
31 4650 of 2-3/8 " Tubing 9,800
32 ' of * Tubing
33 - ' of " Tubing R P .
34 Liner Equipment - - -
35 Wellhead Eguipment 6500 800
36 Producing Focilities, Tank Batitery, Flowline 45,000
37 Packers & Othar Subsurface Toois
38 Contingencies (10 %% of Tangibles)
39
40
41 TOTAL TANGISLES 4,100 87,400 91,500
532 TOTAL WELL COST 101,900 122,100 224,000
COMPANY APPROVAL
Ey Date |By Date |By Date | By Date |By Dats

JOINT OPERATOR APPROVAL

Fiem THE WISER OIL COMPANY By C o/%i

Title

P

2k

Oate J-7-)




THE WISER OIL COMPANY
Box 192
Sisterville, W 26175

Attention: Mr. Charles Iarue

304- (,S2- 29

Gentlemen:

wiec =l By o letter “dated -May - 4

July 26, 1989

-_.Re: Proposed San Andres Test

CETTm e : N/2, Section 15,

T-8-S, R-37-E,
-2 Roosevelt County, New Mexico
(Bluitt NMO15)

-1989,:-0GS Operatang Company, Inc. sent you a

proposal to 'drill the referenced test well.

The proposed well is a step out to the oGS Bilberry #1 well which has
been on production for about 2.5 months.

...~ OGS is interested in drilling the ‘proposed- well and we anticipate
commencing operations by Octcober 1, 1989.

- Please ~consider this proposal and let me:- know your decision at your

earliest convenience.

office.

‘,&\\\ ;SD“'J

TO'B/slm

Should you need information on the well, please contact Mike Gates in our

Yours truly,

OGS CPERATING COMPANY, INC.

Thom O'Brien

.y



WISER)

THE WISER OIL COMPANY

Solil < - pO.BOX 192 SISTERSVILLE, W. VA, 261750192
- o 304-652-3861
fax 304-652-1314

John C. Wright, President & CEO

Charies P. LaRue, Vice President—Production
Richard L. Starkey, Secretary

Ronaid D. Lee, Treasurer

September 8, 1989

Mr. Thom O'Brien

"0GS OPERATING COMPANY, INC.
111550 W. Texas, Suite 1140

Midland, TX 79701

Tooo s--F Te—eef- -Ré:~"Proposed San Andres Test
PR Bilberry #2

e T T SO Section 15, T8S, R37E
myia it mirms et mavRopsevelt County,New Mexico

Dear Mr. O'Brien:
Please find enclosed a signed AFE which will stand to commit The Wiser 0il

Company to participation in'the subject well. -Plezse prepare the appropriate
operating agreement and submit it to us.

Very truly yours,

A

Charles P. LaRue

CPL/b
Enclosure

28
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DRILLING OR WORKOVER AFE AFE NO.
[J wiLoCcaT [) DEVELOPMENT {J WORKOVER LSE. NO.
[ DRILLING ] DRILLING [ SAME ZONE "
[ COMPLETION [[J COMPLETION [0 NEw ZONE o
[) RE-ENTRY [ REENTRY [ PaA ST NET COST
AFE DATE 5-1-83
LEASE & DEPTH b
wWELL NO. BILBERRY £2 8 FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8-S, R-37-E
COUNTY
8 STATE  Roosevelt County, New Mexico FIELD
o SPUD
OPERATOR - OGS Operating Company, Inc. DATE J
o INTANGIBLE WELL COST ,
DESCRIPTION  ©°~ ~ ] DRILLING - COMPLETION TOTAL
| 1 - | Access,location 8 Roods S, 000 2,000
2. Rig Move o il
3 Footage Cost } o o 41, 900 -
4 Doy Work Cost days ot 7,200
5 Bits 8& Reamars = - -
6 Fuel ’ ’ _
7 Water.. 4,000 1.500
8 Mud & Chemicols 2.000 — ]
9 Cementing 8 Service 2,500 6,000 7
10 Coring —_— —
11 Srveying 8 Testing 13,500 1,500
12 | Mud Logging T 1,600 ‘ -
13 Pertoroting o T ~ Lo —— 1,500
4 Stimulotion _ L - - 4,000 .
15 | Tronsportetion 7o | = —— = i
16 Orilting Overneod 8 Supervision ~ 7 _ |- ) 4,000:: |
17 - |--Equipment ~Rentgl =i o woo o oot o) | = " 000~ j
18 Complation Rig 6 doys ot 1000 : 6,000 - 1
19 | Other Drilling Expsnse = = L1 7. ; 2,500 _ 3,000 ,I
20 Connnganc;es {1C~..0f !morv:bles) .t --8B,900. - 3,200 1
21 - - - Insurance -~ |[°= 4,700 s i R - b
22 L o e o ]
.23 el TOTAL INTANGIBLES. _ |- 97,800 . .- 34,700 132,500 |
o o -- TANGIBLE WELL COST
24 T o T B B Condu"'ror Ccsmg N U . ]
25 | .#=35Q:-0f 8~5/8. .." Surfoce Casing - __ _._ 3 300, o -
25 o L of -~ - " Intermsdicte Casing - : _
27 tof " intermediate Casing
28 -4 0f-- - . " Intermsdiats Cosing ]
29 | - 2650 Of 5-1/2 " Froduction Caosing 31Lgoo? B
30 R Lot " Tie-Back Casing - _ . .
31 4650"' of 2-3/8 " Tubing 9 800 }
32 Y " Tubing |
33 of " TJubing
34 Liner Equipmen! : - . L :
25 Wellhead Equipment ¢ - EES .= 600 800 -
36 Producing Focilitias, Tank Ea.r-ry, Fkowlm- 45,000
37 Pockers & Other Subsurtfoce Tools
38 Contingancies (10*/% of Tangiblas)
39
40
| 4l TOTAL TANGIBLES 4,100 87,400 91,500
42 TOTAL WELL COST 101,900 122,100 224,000 |
COMPANY APPROVAL
3y Dare {5y Date | By Date | By Date 18)( Date W

JOINT OPE

RATOR APFPROVAL

“im THE WISER OIL COMPANY sy G//oéA

Title

il

29
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May 4, 1989

CERIFIFD RETURN RECEIPT REQUESTED

MR. AND MRS. J.E. CIESZINKSI
Box 3047
Roswell, MM 88201

mo1oeiss saso o ResProposed San Andres Test
- N/2, Section 15,

| . S T-8-S, R-37-E,

. o C e enT0 g - oo Rposevelt County, New Mexico

. ks S ’ {(Bluitt NMO015)

]
Gentlemen:

o CGS:“Ope.rating:CmrpanypIncr;"-(OGS) ,SSproposes” to-drill a San Andres Test

- well to an approximate..depth of. 4650 feet. at .a location in the E/ZNE/4 of

-~ - Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico.

Two copies of an AFE for the proposed well are attached.

- 0GS also proposes the formation of .a working interest unit composed of
the -N/2- of -Section: 15 to be -operated under ran -Operating Agreement with
provisions identical to the Operating Agreement dated August 1, 1988 covering
the W/2. of Section 14, T-8-S, R-37-E between OGS, as Operator, and you and
others, as Non-Operators. .

-~ -Should.you -elect not to join in and pay-your share of the cost to drill

"~ the “proposed well; OGS - requests a farmmout of your ‘interest in the N/2 of

Section 15. Such farmout shall be granted on the same terms contained in the
Farmout Agreement dated August 1, 1988 covering the W/2 of Section 14, T-78-5,

"R-37-E; in which you farmed out your interest to CGS.

0GS anticipates camrencing this well on or before October 1, 1989.

Should you elect to join in the well and working interest unit, please
sign and return one copy of the attached AFE.

Should you elect to farm out, please sign one copy of this letter and
return it to the undersigned.

’ » 30



7 MR, AND MRS. J.E. CIE {NSKI
~May 4, 1989
Page 2

A copy of this letter is being sent regular mail to ensure delivery.

Yours truly,

OGS OPERATING COMPANY, INC.

Tham O'Brien

o Agree to farm out my interest in the N/2 of
-t . -Section 15, T-8-S, R-37-E, Roosevelt County, New Mexico

J.E. Cieszinski - "Date

" Drusilla Cieszinski ] Date

eSENDER' Complete_ items 1 and 2 when addltlonal servlces are deslred end complete ltams 3

and 4, - et -
Put your address In the * HETURN TO” Space ‘on 1he reverse slde Fallure to do thls wlll prevent this
card from bei g returned to you. The return recelps fee wlli provide you the neme of tha person
eilvered 1o g the date of dellvery. For sdditional tees the followling services are avalleble Consult
postmaster “{of/ fees and check box{es) for additional service(s) requested -3
a Show whom delivered, dats, and addressee saddress. = 2 .4 Hestrlcted Denvery
sl ARt 1{Exrra chargeﬁ R <« t{Extra charge)t

Amcle Addressed to: 4 Amcla Number

- =P:954

Box "3047° AT Fyme of SarviosT -

“Roswell, - | O Registered

T (X certified -

0 Express Mail

Always obtain ‘signature of addresses
2 or agent and DATE DELIVERED.

B. Addressee’s Address (ONLY lf
requesred and fee paxd} T

l

" - ety B R T
. o s Coe e
i R 0o S B ) S IR S P PPN S s

Slgnature - Addressee (
)( c o f

Sugnature — Agen
‘( )W\M\Q'

7. DJta of Delwe

'S Form 3811, Mar. 1987 » U.S.G.P.O. 1987-178-268 . - DOMESTIC RETURN RE

- L ieeeaam e S et

TO'B/slm
Enclosure
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DURILLIRU, e

DRILLING OR WORKOVER AFE AFE NO.
(] wiLDCAT [] DEVELOPMENT [] WORKOVER LSe. NO.
{7 ORILLING (3 ORILLING (0 saME ZONE
[J COMPLETION [ COMPLETION [ NEW ZONE W1
[ RE-ENTRY [ REENTRY 0 paa EST. NET COST
AFE DATE 5-1-89
LEASE 8 DEPTH
WELL NO. BILBERRY £2 & FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8~S, R-37-E
COUNTY
& STATE Roosevelt County, New Mexico FIELD
) SPUD .
OPERATOR (OGS Operating Company, Inc. DATE : ]
- INTANGIBLE WELL COST
DESCRIPTION ORILLING . " COMPLETION TOTAL
| Access, Locotion & Roods . 5,000 2,000
2 Rig Move )
3 Footage Cost o 41,900
4 | Day Work Cost gays at 7,200 _
S Bits & Reamers -
6 Fusl -
7 Water 4,000 1,500
8 Mud & Chemicals 2,000 -
9 Cementing 8 Servics 2,500 6,000
10 Coring - -
1 Surveying 8 Testing - 13,500 1,500
12} Mod. Logging - - 1,600 -
13 _ | Pertorating - . e _ - - ... 1,500
14 Stimudction | . T oo R - e _.4,000 1
15 | Tronsporiation i .. . R -= ——— ——
I5 - |- Drilling Overhead _ 8Suparwsmn S - 4,000 4,000
I7 Equipment Rental == Toltae e oY —= 2,000
I8 Completion Rig ‘6 doys at lOOO,, = 6,000
19 Otnher Drilling Expense - o 2,500 . . 3,000
20 ,'Contxﬂncres (10 /.- of lmonlbles) L Faeylev 8,900 3,200~
21 —p— = R Insurance b 4,700, |- '
22 B B B B R B
23 | . .~ TOTAL INTANGIBLES . .| 97,800 --- .| --34,700 132,500
N T s e TANGIBLE WELL COST
24 . ___tot _:__ - T Conductor Casing . L
25 350 " 0f §-5/8 " Surface Casing  _.__ | .3 500 _ - e
26 N oY B " Intermediate Casing :
27 ot - . " Intermediate - Casing .
28 R ‘ Intermediate: Casing - ~ j B
23 4650 ' Of §-1/2 " Production Casing’ e _...31.800"
30 . ‘ot " Tie-Back Casing
31 4650 "' of 2-3/8 " Tubing 9,800
32 o] : " Tubing o
33 ; ot " Tubing .
34 Liner Equipment . ’
25 Welthead Equipment 600 800
36 Producing Focilities, Tank oattsry, rlowline 45,000
L 37 Pockaers & Other Subsurtface Tools
ES Contingencias (10 %% of Tangiblas)
29
40
41 TOTAL TANGIBLES , 100 87,400 91,500
42 TOTAL WELL COST 101,900 122,100 224,000
COMPANY APPROVAL
By | Date |By Date |8y Date |By Dats | By Date
J
‘ R JOINT OPERATOR APPROVAL RECEIVED SEP 191 QB?’ /o - <
Sirm J.E. CIESZINSKI Title //// W&cm Dats

] “3aC

LT
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July 26, 1989

Mr. and Mrs. J.E. Cieszinski
Box 3047
Roswell, NM 88201

- ... ... Re: Proposed San Andres Test
T T N/2, Section 15,
s, il E ;.. T-8-S, R-37-E,
Roosevelt County, New Mexmo
(Bluitt NMO15)

Gentlemen:
el L2 Bysietters-dated-May <4, 1989, . OGS- Ope.ratmg Carpany, Inc. sent you a
o propesal to:drill: the referenced test well. ‘ B
. been on production for about 2.5 months.

e OGS is- mte.rested “in” drilling “the- proposed“well and we antlc:Lpate
o ‘cammencing operations by October 1, 198S.

‘Please consider® this - proposal and “let: me know your decision at your
earliest convenience.

7 o Should you need: J_nfomatlon on the well,-please contact Mike Gates in our
office. :
Yours truly,

- -~ . .0GS. OPERATING COMPANY, INC.

Thom O'Brien

/\A\u 50‘”\

TO'B/slm

S o= === ~The~proposed well "is’ a-step-out - to- the “0GS - Bilberry #1 well which has .

33



July 27, 1989

GREAT WESTERN DRILLING COMPANY
P.O. Box 1659
Midland, TX 79701

Attention: Mr. Mike Heathington

=~ . “Re: Proposed Step—out to

r T L2ih OGS - Bilberry #1 Well
Tmonoanim o .+ Roosevelt County, NM
Il el (Bluitt NMO15)

Gentlemen:

- e =i orAgTOf 7-24-89 production” from the OGS.Bilberry #1 was 425 MCF/day with no

woll iz Ywater.: Thewellthasrbeen -onproductionzfor—2.5 “months and has shown no

. - . Z...decline .over . the..last .three..weeks. - For—camparison, the offset to the

oo T Tiisouthwest  (Ingram #1 . Light)..was producing-approximately 460 MCF/day after 2.5
- months. :To date this well has produced 919,600 MCF and ultimate recovery is
- estimated at 1.2 BCF. :

“: =% - The production described above is from the San Andres P, zone. As you
-~ . may recall this-area has also-demonstrated good oil..production from the San
.. o Andres P -zone. An . .attempt was made to complete- the!Bilberry #1 in this oil
"7 7 "7 zone with encouraging results prior to fracture treatment. Unfortunately, the
tracture stimulation resulted in communication with the water bearing P, zone
T .7 below the target horizon.- As a result the P, zone was abandoned and thé well
.~ was plugged back to the :P1 zone and completed? as a gas producer.

Lo i Based -on the :above results, OGS Operating proposes a stepout from the
Bilberry #1 well tentatively scheduled to ke located 990' FNL and 990' FEL of
. . Section 15, T-8-S,” R-37-E.,” This lécation appears favorable for production
- .- fram both San Andres pay zones. "By drilling only the top few feet of the P
“porosity, the communication problem which was encountered in the first wel.\z.

should be eliminated.

A structural position approximately 110 feet high to the Ingram well
which produced water free from the P, zone is anticipated.

OGS Operating Company, Inc., (0GS), is now in the process of cbtaining

either farmouts from or joinder of Muarphy Operating Corporation and the other
working interest owners in a unit composed of the N/2 of Section 15.

Q-21-24 Grear Wesons - tat Shanghad = Grear Westees Ji\

Qonts cipete.
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July 17, 1989
Page 2

- Under the termg of our letter Agreement dated,Janua:y 3, 1989 you have

1 "7 GREAT WESTERYy I'_ILING CoMpaNy
]
{ - =TI et
i - the option to participate in your Proportionate part of any farmout Obtaineqd
i

~§ Please call me or Mike Gates if You have a question,
N
- Yours truly,
- ~ OGS OPERATING COMPANY, INC

TO'B/slm



BUA S July 27, 1889

MORRIS MIZEL '86 PARINERS
6560 East 41st Street
Tulsa, OK 74145

_. ... - . Attention: Mr. Morris Mizel

wme o io.osn ozl o "Re: Proposed Step-out to

silr . OGS - Bilberxry #1 Well
- ‘Roosevelt County, NM
(Bluitt NMO15)

Gentlemen:

— oz o= -AS of 7-24~89 production from the OGS Bilberry #1 was 425 MCF/day with no
T OUTT LD Twater..  The wellhasbeen--on+production=for:: 2.5 :ponths and has shown no
- ZSom—decline —over  thé -last:=threeweeks: -:For: comparison, the offset to the
7~ _:. 2+ -.:-southwest—(Ingram-#1 -Light)-was producing approximately 460 MCF/day after 2.5
= ... :months: -To.date this well has:produced=919,600 MCF_and ultimate recovery is

- .- z:.7. estimated at 1.2 BCF.

A

. . ... .The production described above is from the San Andres P, zone. As you
-~ == -~ —may- recall-this area has -also:demonstrated good oil productidon from the San
- -+ .- -pndres-P. zone.. . An attempt was: made to-complete-the Bilberry #1 in this oil
zone with encouraging results prior to fracture treatment. Unfortunately, the
fracture stimulation resulted in cammunication with the water bearing P3 zone
below the target horizon. As a result the P, zone was abandoned and thé well

"~ was plugged back to the Pl'zone"’and“carpletecf as a gas producer.

-Based on- the above results, OGS Operating proposes a stepout from the
Bilberry #1 well tentatively scheduled to be located 990' FNL and 990" FEL of
Section 15, T-8-S, R-37-E.  This location appears : favorable for production
fram both San Andres pay zones. By drilling only the top few feet of the P
porosity, the commnication problem which was encountered in the first welf
should be eliminated.

A structural position approximately 110 feet-high to the Ingram well
which produced water free fram the Pl zone is anticipated.

OGS Operating Company, Inc., (0GS), is now in the process of dbtaining
either farmouts fram or joinder of Murphy Operating Corporation and the other
==+ working interest owners in a unit camposed of the N/2 of Section 15.

Under the terms of our letter Agreement dated January 3, 1989 you have
the option to participate in your proportionate part of any farmout cobtained

DQG(\ \-Sam‘\*ori - 8&)(, ‘{"w MF A/\"zg,( R '\X&.r\

3b



» MORRIS MIZEL 1986 PARTNERS .
July 27, 1989 T
Page 2
by OGS.

. 0GS is recommending that we drill the step out to the Bilberry #1 well
-"and-anticipate’ commencerment of operations by October 1, 1989.
i -please call me or Mike Gates if you have a question.
Yours truly,

OGS OPERATING COMPANY, INC.

e T L e Tham O'Brien

TO'B/slm
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ST July 27, 1989

Mr. George White
Box 52346
Lafayette, LA 70505

Proposed Step—out to
OGS - Bilberry #1 Well
Roosevelt County, NM
(Bluitt NMO15)

Gentlemen:

ooz EEl seerw As 0f-7-24-89 production from the OGS Bilberry..#1 was 425 MCF/day with no

et CiE TS water T TThé - well has been onproduction for 2.5 months and has shown no

== Tz decline-~over -the*-last-three. . weéeks. . For. camparison,- the offset to the

-i mmsouthwest < (Ingram:#1-Light) ‘was ‘producing approximately 460 MCF/day after 2.5

- —om=- - months.z= To date- this. well has’ produced 919,600 MCF- and ultimate recovery is
oo estimated at 1.2 BCF. -

o= 0o - The production -described. above -is:from the San Andres P, zone... As you
- smsveZimomay recallithisi-area-has—-also demonstrated good ©il productidn: fram the San
©. *r moTAndres. P zone. :“An- attempt- was made to camplete the Bilberry #1 in this oil
SUTETTTIT T zone wit%f‘ehoom:aging,results prior to :fracture ‘treatment. Unfortunately, the
Do v fracture stimalation resulted in communication” with- the water bearing P, zone
below the target horizon. As a result the P., zone was abandoned and the well

~was plugged back to the Pl' zone and ocxnp].e’c:ed2 as a gas producer.

----Based on the -above results, OGS Operating proposes a stepout from the

.+ .. -Bilberry- #1-well tentatively scheduled to be located 990' FNL and 990' FEL of

LTI TSection- 15, T-8-S, R-37-E. - This'location ‘appears-:favorable for production

fraom both San Andres pay zones. By drilling only the top few feet of the P

porosity, the camunication problem which was encountered in the first weljz.
should be eliminated.

A structural position approximately 110 feet high to the Ingram well
- which produced water free fram the P1 zone is anticipated.

OGS Operating Company, Inc., (0GS), is now in the process of obtauung
either farmouts fram or joinder of Murphy Operating Corporation and the other
working interest owners in a unit camposed of the N/2 of Section 15.

_Under the terms of our Letter Agreement- dated -January 3, 1989 you have
“the option to participate in your proportiocnate part of any farmout cbtained
by OGS.

38



GEORGE WHITE - .
July 27, 1989 )
Page 2
2r oz =008 T is TYecommending that we drill the-step-out:to the Bilberry #1 well

- and anticipate commencerent of operations by Octcber 1, 1989.

" .. Please call me or Mike:Gates. if you have a question.

Yours truly,

OGS OPERATING COMPANY, INC.

Thom Q'Brien

TO'B/slm
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July 27, 1989

Mr. Hugh A. Moore
P.0O. Box 51453
lafayette, LA 70505

Lo .o ommeriRey Proposed Step—out to
SRR LI =. ~+:.:0GS - Bilberry #1 Well
__Roosevelt County, NM

(Bluitt NMO15)

womes eme s As OFL7- 24-89° production from-the CGS Bilberry-#l-was 425 MCF/day with no

C water _The well has been on—production *:for <2.5months and has shown no
e fi;udecline-.:.: over:..the lastTithree ~weeks. ~ For-comparison, the offset to the

im e S gouthwest {Ingram: #1 :Light) rwas -producing ;approximately 460 MCF/day after 2.5

ol i ponths - Todate this  well-has -produced919,600. MCF, and ultimate recovery is.. .

.. — -~ estimated at 1.2 BCF.

crrow T i mzeomo 2 The -production described above -is  from-the ‘San- Andres P1 zone.  As you
L . may recall .this area has also demonstrated good-oil-production fram the San
_ . .~ _Andres P, zone. - An. attempt was made to camplete the:Bilberry #1 in this oil
... zone. W'.Lt% ‘encouraging results prior to fracture treatment. Unfortunately, the
- - fracture stimulation resulted in camunication -with-the: water bearing P3 zone
__below the target horizon.  As a result the P, zone was -abandoned and thé well

~was plugged back to the Pl zone and completed2 as a gas producer.

R -~ Based on the above  results, OGS Operating proposes a stepout from the
;,_Bllberry #l well tentatlvely scheduled :to ‘be "located 990' FNL and 990' FEL of
= Section 15, T-8-S,.-R-37-E.: This. .location:appears . favorable for production

fram both San Andres pay zones. By drilling only the top few feet of the P
. porosity, the communication problem which was encountered in the first welf
- ° should be eliminated.

A structural position approximately 110 feet high to the Ingram well
which produced water free fram the:P1 zone is anticipated.

OGS Operating Company, Inc., (0OGS), is now in the process of obtanu_ng
either farmouts from or joinder of Murphy Operating Corporation and the other
working interest owners in a unit composed of the N/2 of Section 15.

~w---Under the terms of our: lLetter Agreement dated January 3, 1989 you have
the option to participate in your proportionate part of any farmout cbtained
by GGS.

40



- HUGH bmm ’\\ RN
July 27, 1989 ‘
Page 2
;- OGS is recommending -that weidrill -the -step -ocut -to the Bilbérry #1 well -
~and anticipate commencement of operations by October 1, 1989.

- w7 “i-please call me or Mike Gates-if you have a question.

C e e Yours truly,

OGS OPERATING COMPANY, INC.

Tham O'Brien

TO'B/slm
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B KELLAHIN, KELLAHIN and AUBREY
. e Jtromey.r at Law -

El Patio - 117 North Guudxlupc : o -t Telephone 932-4235

W. Thomas Kellahin -

Karen Aubrey e =l ’ Post Office Box 2265 ST - ) Area Code 505
Jason Kellahin =~ 7= sz ZiZiI8anm Fé, New Mexico 87504-2265 Fax: 505/982-2047
Of Counsel - o
PTTER LT T August 15, 1989
RECEIVED ;
SEEIE AUG 15 1989
HAND-DELIVERED .. - Ciiiio oo OIL CONSERVATION DIVISION

4
moims

“oiMr. William J. LeMay :
Oil-Conservation Division s R S
‘~Post Office Box 2088 I

T

'Ff*-~Santa -Fe, New Mehlco 87501

TR --0GS -Operating Company, Inc.

B o~ - “for “Compulsory Pooling and an

" Unorthodox Well Location

‘=vwao, LS MET TRoosevelt, New Mexico

B - Dear Mr. LeMay: - .

ﬂf?‘kfgl—Cm ‘béhalf of OGS Operatlng Company, Inc. we would ap-
~preciate ‘you settlng the~enclosedapplication for a public

’7fj1~vhear1ng on—-the Division's Examiner ‘docket now scheduled for

September 6,-15989.

R "By ¢opy ‘of this— Ietter to all ‘parties to be pooled we
;i%ff'are notlfylng -them-by certified mail, return-receipt re-

- guested, -that they-have the-right toappear at the hearing,
- to make a statement to the ‘Division; to ‘present evidence and
*cross examlne witneésses-either in- support of or in opposi-
~tion to: the: application. < In- addltlon, ‘they are advised that
ff“‘the entry of a‘‘compulsory-poocling order will affect their
rights to share in the production form the subject well.

ST T Very truly yours,

W. Thomas\\k

WTK/rs
Encl.

cc: Thom O'Brien - OGS Operating Company
"Certified Return-Receipt Requested”
all parties to be pooled
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mxﬂnm
R AUG 1 5 1989

E_..1Z IF TLEIIISTATE OF NEW. MEXICO ou CONSERVATION oy
T3 ISio

by

i

.~ TZENERGY, -MINERALS AND: NATURAL "RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

" IN.THE MATTER OF THE APPLICATION OF
. .OGS OPERATING COMPANY, INC.
“* FOR' COMPULSORY POOLING AND

UNORTHODOX LOCATION,

T-AROOSEVELT#COUNTY,MNEW MEXICOcQAI““Vw““m,_ - CASE NO.

L iEEF LTSS SCAIPPLICATION

P -.COMES" NOW .0OGS OPERATING »COMPANY _INC., by and through

“~jf§ attorneys,.- Kellahin," Kellahiﬁ"&“ﬁubréy and in accordance

'”fi'jiitﬁ~SéCticnf7O¥2—17fc)INMSA1119?84-applles to,the New

~MexXico 0il -Conservation: Division for-an unorthodox location

—.and for an:order poollng all mlneral interest underlylng the

1"follow1ng descrlbed acreage in Sectlon 15 TBS R37E,

‘Roosevelt County, New MeXlCO, in the follow1ng described

manner:

- N/2 of said section to form a standard 320-acre spacing
and proration unit for any gas production from the
-~ ‘Bluitt-San Andres Associated Pool, -and E/2NE/4 of said
‘section to form a.standard:80-acre spacing and prora-
‘tion unit for any oil product;on from the Bluitt-San
Andres Associated Pool.

The above described unit is to be dedicated to a well
to be drilled to base of the Bluitt-San Andres Assocliated
gas pool -at a -standard gas well -location 990 feet from the
North line and 990 feet form the East line of said Section
15. However, this location will be an unorthodox oil well

location for 'said pool.

R Ll
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17 “-Applicant; OGS Operating Cémpany, Inc. is a work-
Zing-interest owner-in-the N¥2 of said Section 15.
-2, -Applicant his soughta voluntary agreement for the

formation of a N/2 spacing unit for gas and a E/2NE/4 spac-

““ing unit for-oil for the drilling, completing and production

' : of ‘the ‘subject well but-has beén“inable to obtain a volun-

R

= tary-agréement-from the following parties:

“=-A.J. Hammer ‘Estates=> - o 0.15625%
A - Mary Hammer ‘

-=nZT"  Deanna Christensen -

5 David M. Hammer -

ool Robert J. Hammer

=t

e Mary K. Hammer

Yot ©Tresy54 South Main Street

fnIf MO« igpringfield, MO 65806

; e B ’ 7 106 East . Virginia |

”MVQEffingham,,ILL 62401

Box 482

... 230 iLIUiEffingham, Ill 62401

“rt.b)  Tom L. Ingram: cooi . 13.5%

Box 1757
=< -~ - Roswell, New Mexico 88202

-3, pursuant®to the“Division. notice requirements, Ap-

plicant has notified all parties to be pooled of this ap-

" ‘plication for compulsory pooling and thé Applicant's request

- for a hearing beforeithe Division to be set on September 6,
1989.

4. In order to obtain its just and equitable share of
the potential production underlying the above tract, Ap-
plicant needs an order pooling the mineral interest involved
in order to protect Applicant's correlative rights and

prevent waste.

4y



STiI1Ir2008£6rTthe drilling’and-completing~6f the well, for such

[ ERT,

s : :

... 'WHEREFORE, "Applicant ‘prays that this application be set

TTHTifor T hearing before the Divisionsiduly appointed examiner,

‘eii-and"théf'afteriﬁopice and heéarihg as°required by law, the

Division enter its order approving the unorthodox location

=+ =and pooling-the-mineral ‘interest ‘described herein. Ap-

"=plicant further- prays that it be Raméd operator of the well,

v

4

:if‘odfﬁaf5pf5dﬁc£iéﬁ~its?éd§éé?éf?dfilling, completing and

UTTiequippingfthe subjectswéll; costsefoperation, including

TlTicosts of-supervision, “andfa*risk-factor in the amount of

 +-othervand-further-relief as may be proper.

e TTnEsIrs It Régpectfully submitted,

e ek " Original signed by
B VW, THovmas KELLAHIN

- . = - -5 % W. Thomas Kellahin

- ~-Kellahin, Kellahin & Aubrey
oL iTTpost Office Box 2265
" Santa Fe, New Mexico 87504

l

- (505) 982-4285



A -KELLAHIN, KELLAHIN and AUBREY
et Lt D Jttorneyr at Law : :
W. Thomas Kellabin .. ... o E| Patio -117 North Guuhlupe’,' . }":“—""‘“ Telephone 982-4285
Karen Aubrey I T Post Office Box 2265 N . Area Code 508
" Jason Kellahia © © == —zimi % o Santa Fé, New Mexico 87504-2265- - Fax: 505/982-2047
Of Coansel ’
S il o0:t August 31, 1989

£ .. o Mr. William J. LeMay

_.%Luviie :0il: Conservation Division

s T post Office BoxX 2088 -

FoisZiirmTsantal Fe, New Mexico 87501 !

e ioTe ~ReU i Appldication  ofo OGS Operatlng Company Inc.
ST = owrhasforrCompulsory Pooling N/2 Section 15
.+~ _.. Township 8 South, Range 37 East, -

izin Tovniy o -Roosevelts County, New Mexico -
--- ._NMOCD Case No. 9749 -
T Dear Mr. LeMay: T o o . .

“mo_Z.0n*behalf of the~Applicant;- OGS Operating Company Inc.,
";llhefebyirequest>thatﬁthefreferenced application .now .
e “docketed for the:Examiner's: hearlng'on September 6, 1989 be
R -continued and placed on the Examlner s docket now scheduled

: ~for October 4 1989 ,

ez =i =This- should glve all partles “to~be pooled sufficient
<%= —radditional time in which-to ‘exhaust all pOSSlbllltleS of -
o . voluntary participation in the well.

Al

s e Very truly yours, |

- 'W. Thomas Kellahin

WTIK/rs
Encl.

cc: Thom O'Brien - OGS Operating Company Inc.
Certified mail, return-receipt requested to all parties
listed on attached Exhibit "A".

Ho
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Exhibit "A"

Great Western Drilling Company
509 N. Loraine
A P.0O. Box 1659
.. ... .: Midland, TX 79701

LLLTE Hugh A. Moore

it P.0. Box 51453

- = :i.:TLafayette; LA 70505

N )

S ?‘**ijeorge?Rf”and Bettijo H. White T T

;“irtijii . P.O. Box 52346

=ifisst Lani ToMorristMizel 1986 Partners |

w77 Lafayette, LA 70505 ¢

S ofnnoT L. 'AB and Janet'D.r Sam
'”fi' ' P.O. Box,1736f ’ L Do T
I AR Midland,'TX 79702 - i R T

tirt 50276560 East 41st Street L
R "Tulsa, OK 74145 I o

Tl fonno The Wiser 01l Company

: ‘Box 192- - o T

--e, -. -~ Sisterville, W. VA 26175 -

g T s Earl A. Latimer " T SITNTLIISLL T UTTILOTILAT v, L
- 221802 West 4th Street ' : s
-~ Roswell, NM 88202

ssio= =0 oo e==Murphy-Operating Corporation : -
R ~ United Bank Plaza '

Suite 300

400 N. Pennsylvania Ave.

Box 2164 .

Roswell, NM 88201

S Tom L. and Joan L. Ingram
Box 1757 :
Roswell, NM 88202

J.E. and Drusilla C. Cieszinski

Box 3047
Roswell, NM 88201

47
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Walter Duncan, Inc.

-~ - 7100 Park Avenue Blde

Suite 1200 - -
Oklahoma City, OK 73102

o FlmisALJ. Hammef Estafé:

Mary Hammer

-~ Deanna Christensen
David M. Hammer
Robert J. Hammer
Mary K. Hammer

.. “. 454 South Main Street
.. -.Springfield, MO 65806

I ;fj,':':i:_ 106 East Virginia

‘,:nugfﬁingham, IL 62401,

‘Box 482 -
~2zEffingham, IL 62401

48



CGE DRILLING, IN".

AFE NO.

DRILLING OR WORKOVER AFE
] WILDCAT [0 DEVELOPMENT (] WORKOVER LSE. NO.
{7] DRILLING . [T} DRILLING [} SAME ZOME
{1 COMPLETION [J COMPLETION [ NEW ZONE . w.l.
[0 RE-ENTRY ] REENTRY Jrpaa EST. NET COST
AFE DATE 5-1-89
LEASE & DEPTH
WELL NO. BILBERRY #2 8 FORM 4,650' San Andres
LOCATION E/2NE/4, Section 15, T-8-S, R-37-E
COUNTY
& STATE Roosevelt County, New Mexico FIELD
SPUD
OPERATOR OGS Operating Company, Inc. DATE
INTANGIBLE WELL COST
DESCRIPTION DRIL.LING COMPLETION TOTAL
1 Access, Location & Roads 5,000 2,000
2 Rig Move
3 Footage Cost 41,900
4 Day Work Cost days at 7,200
5 Bits & Reamers -——
6 Fuel -
7 Water 4,000 1,500
8 Mud & Chemicals 2,000 -
9 Cementing 8 Service 2,500 6,000
10 Coring —— —
1 Surveying & Testing 13,500 1,500
12 Mud Logging 1,600 -
13 Perforating - 1,500
14 Stimuiation - 4,000
1+ Transportation - -
16 Drilling Overhead & Supervision 4,000 4,000
17 Equipment Rental — 2,000
18 Completion Rig 6 days at 1000 - 6,000
19 Other Orilling Expense 2,500 3,000
20 Contingencies {10°.0f Intangibies) 8,900 3,200
21 -~ Insurance 4,700 -
22
23 TOTAL INTANGIBLES 97,800 34,700 132,500
TANGIBLE WELL COST
24 "ot " Conductor Casing
25 350 ' Of 8—5/8 " Surtace Casing 3,500
26 ' of " Intermediate Casing
27 ' of "~ Intermediate Casing
28 'Ot * Intermediate Casing
29 4650 ' of 5-1/2 " Production Casing 31,800
30 ' of. " Tie-Back Casing
3t 4650°' ot 2-3/8 " Tubing 9,800
32 "ot " Tubing
33 * Of " Tubing
34 Liner Equipment
35 Wellhead Equipment 600 800
36 Producing Focilities, Tank Battery, Flowline 45,000
37 Packers & Other Subsurface Tools
38 Contingencies {10 %% of Tangibles)
39
40
41 TOTAL TANGIBLES 4,100 87,400 91,500
42 TOTAL WELL COST 101,900 122,100 224,000
COMPANY APPROVAL
Ey Date. |By Date | By Date |By Date | By Date
. - JOINT OPERATOR APPROVAL
Firm By Titls Date q’q

AFE No




OGS Cperating Comapny
Bilberry #1 4700' San Andres Completed 3-27-89
W/2, Section 14, T-8-s, R~37-g

Roosevelt County, New Mexico

Actugl Drilling Cost $ 97,277.00
Actual Completion Cost 99,806.00
Actual Iease & Well Equipment . _7,077.00

$204,160. 0p

NMO15 cp
NMO2
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Survey Results — 1988 z
e Region: West Texas and Eastern New Mexico-5 m.
<
Oil Wells
Monthly Drilling Well Rates Monthly Producing Well Rates
Depih in Feet 1988 1987 1988 1987
Responses But Average Average Average Average
1988 1987 Over Not Over or Mean Median or Mean Median or Mean Median or Mean Median
214 201 0- 5,000 $ 3,069 $ 3,000 $ 3,017 $ 3000 $ 318% 3009% 300§ 300
163 154 5,000- 10,000 4066 4,000 3,867 3,650 407 390 374 365
76 71 10,000- 15,000 4939 5000 4961 490! 520 500 475 475
26 23 15,000- 20,000 5594 .5763 5,807 5,700 634 592 526 570
16 11 20,000 5554 5953 6,067 5,744 673 595 565 574
29 37  No Depth Limit 4961 5200 5,047 5297 561 530 521 535
Gas Wells
Monthly Drilling Well Rates Monthly Producing Well Rates
Depth in Feet 1988 1987 1988 1987
Responses But Average Average Average Average
1988 1987 Over Not Over or Mean Median or Mean Median or Mean Median or Mean Median —
151 132 0- 5,000 $ 3202 $ 3,000 $ 3255 § 3000 $ 325§ 3008$ 313§ 300 m
119 107 5,000- 10,000 4,109 4,000 3,898 3,550 419 400 360 360 %
64 51 10,000- 15,000 4940 5000 4963 4870 524 500 4717 487 3
23 21 15,000- 20,000 5434 5658 5815 5500 633 582 566 575 %
15 10 20,000 5506 5953 6,099 5,500 676 595 558 600 g
28 32 No Depth Limit 5035 5,000 4900 5297 567 530 522 535 e
2
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S
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MODEL FORM OPERATING AGREEMENT

Use of s wuativing 5:a7a 18 grohpered

escept when authorized 11 antng by the

Asigicun Atsocanen of Feuoieua Lendmen

OPERATING AGREEMENT
DATED

October 1 = 19 89i,

OPERATOR OGS OPERATING COMPANY, INC.

CONTRACT AREA Township-8-South, Range-37-East

North Half (N/2), Section 15

COUNTY OR PARISH OF _ Roosevelt STATE OF _ New Mexico

COPYRIGHT 1982 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 2408 CONTINENTAL LIFE BUILDING,
FORT WORTH, TEXAS, 76102, APPROVED FORM.
A.A.P.L. NO. 610 - 1982 REVISED

NM0O15 Bluitt Sec. 15: N/2
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A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between___ OGS OPERATING COMPANY, INC.
550 W. Texas, Suite ]v.140, Midland, Texas 79701 hereinafter designated and

referred to as ‘‘Operator’’, and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein
as ‘‘Non-Operator’’, and collectively as *‘Non-Operators’’.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in
Exhibit **A”’, and the parties hereto have reached an agreement to explore and develop these leases and/for oil and gas interests for the

production of oil and gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term ‘‘oil and gas’’ shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated.

B. The terms ‘‘oil and gas lease’’, “‘lease’’ and ‘‘leasehold’’ shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which are owned by the parties to this agreement.

. C. The term ‘‘oil and gas interests’” shall mean unleased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by parties to this agreement.

D. The term “*Contract Area’’ shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests
are described in Exhibit “*A”". .

E. The term ‘‘drilling unit'’ shall mean the area fixed for the drilling of one well by order or rule of any state or
federal body having authority. Hf a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

F. The term *‘drillsite’” shall mean the oil and gas lease or interest on which a proposed well is to be located.

G. The terms “‘Drilling Party’’ and ‘‘Consenting Party”’ shall mean a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agreement.

H. The terms *‘‘Non-Drilling Party’ and ‘‘Non-Consenting Party’ shall mean a party who elects not to participate

in a proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the feminine.

ARTICLE IL.
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made 2 part hereof:
K] A. Exhibit “*A’’, shall include the following information:
(1) Identification of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties ta this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.
. Exhibit “‘B”’, Form of Lease.
. Exhibit *‘C"’, Accounting Procedure.
. Exhibit “‘D’’, Insurance.
. Exhibit *‘E”’, Gas Balancing Agreement.
Exhibit *‘F*’, Non-Discrimination and Certification of Non-Segregated Facilities.
KK)G(WX‘EXMWX
If any provision of any exhibit, except Exhibits “‘E’’ 2@ X%KX. is inconsistent with any provision contained m..the body
of this agreement, the provisions in the body of this agreement shall prevail.

BERAN
Tm YO w

NMO15 Bluitt Sec. 15: N/2 1-
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A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE IIIL
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit *‘B"’, and the owner thereof
shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set

forth in Exhibit ‘“A™". In the same manner, the parties shall also own all production of oil and gas from the Conwract Area subject to the
e I e SRRARII eveeecmssmmmme—hich shall be borne as hereinafter set forth.

payment of royaltes

Regardless of which party has conwibuted the lease(s) and/or oil and gas interest(s) hereto on which royalty is due and
payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
cause to be paid or delivered, 1o the extent of its interest in such production, the royalty amount sdpulated hereinabove and shall hold the
other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
by such party, to any other party’s lessor or royalty owner, and if any such other party’s lessor or royalty owner should demand and
receive settlement on a higher price bas:s the party contributing the affected lease shall bear the additional royalty burden attributable 1o

such higher price,

Nothing contained in this Article IIL.B. shall be deemed an assignment or cross-assignment of interests covered hereby.

C. Excess Royalties, Overriding Royalties and Other Payments:

Each of the pa.u._les hereto shall pay or Geliver cr cause to be paid or delivered its
prosorticnate part of the royalties and overriding rovalties and other leasehold burdens
as Gescribed in the attached Evhibit “a" and shzll hold the other parties free from any
liability therefor. If the interest of any party in any oil and gas lease covered by
this acresment is subject to any additional royalty, overriding royalty, producticn
cayment or other charge over and above those shown in Ixnibit "A" such party shall assume
and alone bear 2)) such oblications and they shall account for or cavse to be accounted

for such interests to the ocwners thereof. .- c—
D. Subsequently Created Imerests SEE ARTICLE XV N FOR ADDITIONAL PROVISION

If any party should hereafier create an overriding royaly, production payment or other burden payable out of production
attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit A", or
was not disclosed in writing 1o all other parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged and
accepted obligation of all parties (any such interest being hereinafter referred to as **subsequently created interest’” irrespective of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafier referred

to as *‘burdened party’’), and:

1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, ali.or a portion
of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and/or
production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party,
or parties, harmiess from any and 2ll claims and demands for payment asserted by owners of the subsequently created interest;

and,

LI Lhe burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Arucle VILB. shall be
“enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of

the burdened parry.

ARTICLE IV.
TITLES

A. Tide Examination:

=

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operad&ns or, if
the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to%é includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, ovemdmg
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and/cr'ol.l and
gas irterests to the drillsite, or to be included in such drilling unit, shell furnish to Operator all abstracts (including federal lease starus
reports), titie opinions, title papers and curative material in its possession free of charge. All such information not in the pos«’ssan of or
made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator,_Operaxor shall
cause tite to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furmshed to each party

hereto. The cost incurred by Operator in this title program shall be borne as follows:

ﬁ;ruv I Te S e e e Im vy fur o) P v R IOrEp IRy euviats
shut-in gas rovalty opinions and division order title aninionois
PEC TGRS e ” s N L (R S
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' ARTICLE IV

continued

R Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination
('mclu—dTng preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party beacs to the total interest of all Drilling Parties as such interests appear in Ex-
hibit *“A"". Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above

functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders.
This shall not prevent any party from appearing on its own behalf at any such hearing.

No well shall be drilled on the Contract Area until after (1) the title to the drilsite or drilling unit has been examined as above
provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-

ticipate in the drilling of the well.

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest from that shown on Exhibit ‘“*A’’, the party contributing the affected lease or interest shall have ninety (90)'days
from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject to Article VIIL.B., and fa:lmg to do so, this agreement, nevertheless shall continue in force as to all remaining oil
and gas leases and interests: and, :

(a) The party whose oil and gas lease or interest is affected by the utle faxlure shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred,
but there shall be no additional liability on its part to the other parties hereto by reason of such title failure;

- (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has
been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost;

(c) If the proportdonate interest of the other parties hereto in any producmg well theretofore drilled on the Contract Area is
increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase in such in-
terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such
well: . : S

(d) Should any person not a party to this agreement, who is determmed to be the owner of any interest in the ude whxch has
failed, pay in any manner any part of the cost of operation, development or equ1pmem such amount shall be paid to the party or parties
v\.ho bore the costs which are so refunded;

(e) Any liability to account to a third party for prior producnon of oil and gas which arises by reason of title failure shall be
borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and,

(f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest
claimed by any party hereto, it being the intention of the parnes hereto that each shall defend title to its interest and bear all expenses in

connection therewith.

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well
payment, minimum royalty or rovalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment,
which acquisition will not be subject to Article VIIL.B., the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis,

up to the amount of unrecovered costs; .
(b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of

oil and gas thereafter produced and marketed {excluding production from any wells thereafter drilled) which, in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said

portion of the cil and gas to be contributed by the other parties in proportion to their respective interests; and, &
{c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the interest

.. .. . . . . g~

lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. e

rw-

3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2. above, shall be Jomt"loss&
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining pomon of

the Contract Area.
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

OGS OPERATING COMPANY, INC. shall be the
Operator of the Contract Area, and shall conduct and dicect and have full control of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shall
have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross

negligence or willful misconduct.

B. Raesignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator
may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit **A”’ remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o’clock A.M. on the
first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator ar action
by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
porate name or structure of Operator or transfer of Operator’s interest to any single subsidiary, parent or successor corporation shall not
be the basis for removal of Operator. Operator shall not be removed until all debts
owed to is by Non-Operator(s) have been paid in full.

"~ 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest
based on ownership as shown on Exhibit *‘A”’; provided, however, if an Operator which has been removed fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit “*A’’ remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the
compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator.

D. Drilling Contracts:
*

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the areal If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, buc its charges therefor shall not exceed the prevailing
rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and
such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-

dependent contractors who are doing work of a similar nature.
* at the time the AFE for such operation is submitted. e

ARTICLE VI.
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the 315t day of__December , 1989 Operator shall commence the drilling of a well for

oil and gas 2t the following location:
Township-8-South, Range-37-East
Section 15: North Half (N/2)

ez
and shall thereafter continue the drilling of the well with due diligence to @ depth adequate to tes‘;f— the
San Andres Formation or to a depth of 4,650 feet, whichever iﬁithe

shallower. Sy

A
Fiey
-1

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impractical, is en-

coyntered at a lesser depth, or upless all parties agree to complete or abandon the well at a lesser depth. Oper{ﬁor" s only
liability for failure to commence said test shall be the/ ipso-facto
8 Tor N

termination of this agreement. . » R A R P
Operator shall make reasonable tests of all formations encountered during drilling which give indication of containing oil and

gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, g}xwhlch
N T et

event Operator shall be required to test only the formation or formaticns to which this agreement may apply. :‘»,._zm«r:*‘;m
O S Y

£t
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ARTICLE VI
continued

If, in Operator’s judgmc.nt, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the
well as a dry hole, the provisions of Article VLE.!. shall thereafter apply.

B. Subsequent Operations:

1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or 2 well jointly owned by all
the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If a drill-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an election by that party not o pamapate in the cast of the proposed operation. Any notice or
response gwen by telephone shall be promptly confirmed in writing,

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice
period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator 10 the other partjes,
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits {rom governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
amination or curative marter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permirted herein) and
i any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made. ‘

2. O;;efadoﬁﬁ by Less than Al Pacties: If any party receiving such notice as provided in Article VLB.1. or VILD.1. (Optien
No. 2) elects not to participate in the proposed operation, then, in order to be entitled 1o the benefits of this Article, the party or parties
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety {90) days after the expiration of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is
2 Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2,, shall comply with all terms and con-

ditions of this agreement.

~ e

If Jess than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable
notce period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operadon as propased. Each Consenting Party, within forty-eight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit ‘“A”’ or (b) carry its proportionate part of Non-Consentng Parties’ interests, and
failure 1o advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected 1o bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved.in such
operatioas free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consennng Parges.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface locauon at their
sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article results in 2 pro-
ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost)and risk,

17 n mulny by TRy l
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ARTICLEVI
continued
1 and the well shall then be turned over 10 Operator and shall be operated by it at the expense and for the account of the Consenung Par-
2 ties. Upon commencement of aperations for the drilling, reworking, deepening or plugging back of any such well by Consentiny Parties
3 in accordance with the provisions of this Article, cach Non-Consenting Party shall be deemed to have relinquished 1o Consenting Parues,
4 and the Consenting Parties shall own and be entited to receive, in proportion to their respective interests, all of such Non-Consenting
5 Party's interest in the well and share of production therefrom until the proceeds of the SJIL of such share, calculated at the well, or
indfall profits tax
6 market value thercof if such share is not sold, (after deducting production taxes, excise tuxcs s royaity, overniding royalty and other in-
7 terests not excepied by Article 11D, payable out of or measured by the production from such well accruing with respect to such interest

8 until it reverts) shall equal the t1otal of the following:

9

10

11

12 (1) 100% of cach such Non-Consenting Party s share of the cost of any newly acquired surfuce equipment beyond the wellhead
13 conncetions (including. but not limited 1o, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of cach such
4 Non-Consenting Party s share of the cost of operation of the well commencing with first production and continuing unil each such Non-

15 Consenting Party's relinquished iaterest shall revert to it under other provisions of this Article, it being agreed that each Non-
16 Conseniing Party’s share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting

17 Party had it participated in the well from the beginning of the operations; and

18

19

20 .

21 () _300 5, of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing,

22 afier deducting any cash contributions received under Article VIILC., and _300 % of that portion of the cost of newly acquired equip-

23 ment in the well (1o and including the wellhead connections), which would have bccn chargeable to such Non-Consenting Party if it had

24 participated therein.

2% :

26

27

28 An clection not 1o participate in the driliing or the decpening of 2 well shall be deemed an election not to participate in any re-

29 working or plugyging back operation proposed in such a well, or portion thereol, to which the initial Non-Consent election applied that is
30 conducted at any time prior 1o full recovery by the Consenting Parties of the Non-Conscnting Party’s recoupment account. Any such
31 reworking or plugging back operation conducted during the recoupment period shall be deemed-pare of the cost of operation of said well
32 and there shall be udded to the sums 1o be recouped by the Consenting Parties one hundred pereent {100%) of that portion of the coss of
33 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If
34 such a reworking or plugging back operation is propused during such recoupment period, the provisions of this Article VL.B. shall be ap-
3% plicable as between said Consenting Parties in said well.

36

37

38

19 During the period of time Consenting Parties are entitled 1o receive Non-Consenting Party’s share of producuon or the
40  proceeds therefrom, Consenting Parties shall be responsible for the payment of all production, severance, excise, g.nhcnngf‘aanldlo?rfgb b
41 taxes. and all royalty, overriding rovalty and other burdens applicable to Non-Consenting Party s share of production not excepted by Ar-
42 ticle HLD. '

43

44

49

4l In the case of any reworking. plugging back or deeper drilling operation. the Consenting Parties shall be permitted 10 use, free
47 of cost, all casing, tubing and other cquipment in the well, but the ownership of all such equipment shall remain unchanged; and upon

48 shandonment of a well alter such reworking, plugging back or deeper drilling, the Consenting Partics shall account for all such equip-
49  ment 1o the owners thereof, with each party receiving its proportionate part in kind or in value. less cost of salvage.

S50

51

52

53 Within sixty ((0) days afier the completion of any operation under this Article, the party conducting the operations for the
51 Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an
95 iemized statement of the cost of drilling, decpening, plugging back, testing, completing, and equipping the well for production; or, at its
56 option. the operating party, in licu of an itemized statement of such costs of operation, may submit a detailed sttement of monthly bill-
57 ings. Each month thereafier, during the time the Consenting Partics are being reimbursed as provided above, the party conducting the
58 operations for the Consenting Parities shall furnish the Non-Consenting Partics with an itemized statement of all costs and liabilitics in-

59 curred in the operation of the well, together with a statement of the quantity of oil and gas proéjuccd from it and the amount of proceeds
60 realized from the sale of the well’s working interest production during the preceding month. In determining the quantity of it and gas

6! produced during any month, Consenting Partics shall usc indusiry accepted methods such as, but not limited to, metering or periodic
62 wcll tesis. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such'/opcration
63 which would have been owned by a Non-Consenting Party had it participated thercin shall be credited against the total unretu}ﬁe'd costs
< of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revcrt to it as

03 above provided; and if there is a credit balance, it shall be paid 1o such Non-Consenting Party.

67

69
70
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ARTICLE VI
continued

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging
back of said well. Thereafter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such
well conforms to the then-existing well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VLA,
except (a) as to Article VILD.1. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well
after it has been drilled to the depth specified in Article VLA. if it shall thereafter prove to be a dry hole or, if initially comple{ed for pro-
duction, ceases to produce in paying quantities.

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement s to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party's interest as shown on Exhibit ‘“A"" bears to the total interest as shown on Exhibit *'A”’ of all Consenting Par-

ties.

4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a ‘‘deepening’’ operation shall
also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole
locaticn (herein called *‘sidetracking’), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

(a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the initial drilling of the well down to the depth at which the sidetracking operation is initiated.

(b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well’s
salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the
provisions of Exhibit *‘C”’, less the estimated cost of salvaging and the estimated cost of plugging and abandoning.

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on a day to-day basis in the proportion each qlecting par~

stances the response period to a proposal for sidetracking shall be limited to thirty (30} days.

C. TAKING PRODUCTION IN KIND:

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced fro'mi .théMCoﬁ\t};act Area,
exclusive of production which may be used in development and producing operations and in preparing and treating oil zind gas for
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate dxsposmon by any
party of its proportionate share of the production shall be borne by such party. Any party taking its share of producnon in_ ' kind shall be

s o sl AR \m,___
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ARTICLE V]
continued

] rcqui od to pay for only its proportionate share of such part of Operator’s surface facilities which it uses.

2 * SEE LINE 5 7 BELOW.

3 Zach party shall execute such division orders and contracts as may be nccessary for the sale of its interest in producuon from

4 the Contract Arca, and, except as provided in Article VI1.B., shall be entitled to receive payment directly [rom the purchaser thereo! for

5 its share of all production.

6

7 In the event any party shall {ail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of

8 the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not

9 the obligation, to purchase such oil or sell it to others at any time and fram time o time, for the account of the non-taking party at the
10 -~ best price obtainable in the arca for such production. Any such purchase or sale by Operator shall be subject always to the right of the
11 owner of the production to exercise at any time its right to take in kind, or scparately dispose of, its share of all oil not previously
12 delivered 1o a purchaser. Any purchase or sale by Operator of any other party's share of oil shall be only for such reasonable periods of
13 time xs are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess
14 of one (1) year,
15 .
16 In the event one or more parties’ separate disposition of its share of the gas causes split-stream deliverics to separate pipelines and/or

17 deliverics which on 2 day-to-day basis for any rcason are not exactly equal to a party’s respective proportionate share of total gas sales to
18  be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing
19  agreement between the partics hercto, whether such an agreement is attached as Exhibit **E’", or is a separate agreement.

21  D. Access to Contract Area and Information: SEE ARTICLE XV. F. FOR ADDITIONAL PROVISIONS.

23 Each party shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations,
24 and shall have access at reasonable times to information pertaining to the development or operation thercof, including Operator's books
25  and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with
26 governmental agencices, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of
27 each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area. The cost of
28  gathering and furnishing information 10 Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-

29 quests the informadon.

30

31 E. Abandonment of Wells:

32 .

33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2., any well which has been

34 drilled or decpened under rhc terms of this agreement and is proposed to be complc(cd as a dry hole shall not be plugged and abandoned
participated in the drillinc there
35  without the consent of ali pamcs bhoulo Uperator, alter diligent enort, be Gnable to contact any party, 6r should any party (ail to reply

3 after receipt of notice of the proposal to plug and abandon

36 within forty-cight (48) hours<{ercs +
37 such wcli, such party shall be deemed to h:nc conscntcd to Lhc proposcd abandonment. All such wells shall be plugged and abandoned in

38  accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or decpening
39  such well. Any party who objects te plugging and abandoning such well shall have the right to take over the well and conduct further
40  operations in search of oil andfor gas subject to the provisions of Article VLB,

42 2. Abhandonment of Wells that have Produced: Excepe for any well in which a2 Non-Consent operation has been conducied

43 hercunder for which the Consenting Partics have not been fully reimbursed as herein provided, any well which has been completed as 3

44 producer shall not be plugged and abandoned without the consent of all parties. Jf all parties consent 10 such abandonment. the well shall

45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within

46 thirty (30) days after receipt of notice of the proposed abandonment of any well, all partics do not agrec to the abandonment of such well,

47 those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall wender 10 cach of the other

48 parties its proportionate share of the value of the well s salvable material and equipment, determined in accordance with the provisions of

4% Exhibit **C™", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign

50 the non-abandoning partics, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and

51 moterial, all of its interest in the well and related equipment, together with its interest in the leaschold estate as to, but enly as to, the in-

52 terval or intervals of the formation or formations then open to production. If the interest of the abundoning party is or includes an oil and

53 pgas interest, such party shall execute and deliver to the non-abandoning party or partics an oil and gas lease, limited to the interval of in-

54 1ervals of the formation or formations then open to production, for a term of onc (1) year and so long thereafter as oil andlor gas is pro-

55 duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attuched as Exhibit

56

57 * In the event of a transfer, sale, encumbrance, or other disposition
ss of interest within the contract area which necessitates separate

59 measurement facilities, the party creating the necessity for such

¢ measurement facilities shall alone bear the cost of purchase, :

61 installation and operation of such facility. :

62 .

63

04 . o
03 ~
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ARTICLE V1
continued

*'B". The assignments or leases so limited shall encompass the **drilling unit"” upon which the well is located. The payments by, and the
assignments or leases to, the assignces shall be in a ratio based upon the relationship of their respective percentage of participation in the
Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of
interests in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, Hability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-
quest, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
temnplated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned
well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to
repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-

visions hereol.

3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.1. or VLE.2. above shall be applicable as berween
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified
of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article

VILE.

ARTICLE VIL.
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

" The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and
shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the parties in Article VILB. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor
shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners.

B. Liens and Payment Defaults:
SEE ARTICLES XV. D. AND ARTICLE XV F. FOR ADDITIONAL PROVISIONS.

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
of oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon

- at the rate provided in Exhibit **C'". To the extent that Operator has a security interest under the Uniform Commerdcial Code of the

state, Operator shall be entitled 10 exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
taining of judgment by Operator for the secured indebtedness shalf not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share
of expense, Operator shall have the right, without pre;udnce 1o other rights or remedies, to collect from Lhe purchaser the proceeds from
the sale of such Non'Operator's share of oil andfor gas until the amount owed by such Non-Operator, que-m-'-.-fesf has been paid. Each
purchaser shall be entitled to rely upon Operator's writicn statement concerning the amount of any default. Operator grants a like lien
and security interest to the Non-Operators to secure payment of Operator’s proportionate share of expense.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incurred in the development
and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
tionate shares upon the expense basis provided in Exhibit **C"’. Operator shall keep an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits made and received. '

Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimate within
fifteen (15) days after such estimate and invoice is received. If any party fails 1o pay its share of said estimate within said time, the amount
due shall bear interest as provided in Exhibit *‘C** until paid. Proper adjustment shall be made monthly between advances and_:actua] ex-
pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. f""

D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parues, no well shall be drilled or deepened, except any well dnl]ed or deepencd
pursuant to the provisions of Article VI.B.2. of this agreement. Consert to the drilling or deepening shall mc)ude < o
* including interest on the deficiency and, if suit is brought ‘to
collect any deficiency, reasonable attorney's fees, ‘ BRr

.-
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ARTICLE V11
continued
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X Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice
to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight
(48) hours (eselummmets S dergerminmeery in. which ta elect to participate in the setting of casing and the completion at-
tempt. Such election, when made shall mdude consent to all necessary expenditures for the completing and equipping of such well, in-
cluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall
constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties,
elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase *‘reworking, decpening or plugging
back’’ as contained in Article VI.B.2. shall be deemed to include ‘'completing’”) shall apply to the operations thereafter conducted by less

than all paruies.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or
plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall
include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage

and/or surface facilities.

3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated
to require an expendlture inexcessof FAifteen Thousand ————-—-——-——-- Dollars (3_15,000.00 )

except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been

.. previously authorized by or pursuant to this agreement; provided, however, that; in case of explosion, fire, flood or other sudden

emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other
parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting
an information copy thereof for any single project costing in excess of I'€n Thousand ~——==—==———cwece—————

Dollars (3_10, 000,00 )but less than the amount first set forth above in this paragraph.

E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the
party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-

"~ ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-

visions of Article IV.B.2,

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production
of a producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment
shall be borne jointly by the parties hereto under the provisions of Article IV.B.3. '

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property
subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not
be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or
owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
tion. If the ad valorem taxes are based in whole or in part upon separate vaiuations of each party’s working interest, then notwithstanding
anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
value generated by each party’s working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in
the manner provided in Exhibit **C*’.

5

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and ‘manner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to flpal deter-
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such ta\:es ‘and any
interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for the joint ac-
count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid bv them as

provided in Exhibit **C"".

e
Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or m(h respect to
the production or handling of such party’s share of oil and/or gas produced under the terms of this agreement. -
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ARTICLE VII
continued

- I

G. Insurance:

At all times while operations are conducted hereunder, Operator shall comply with the workmen’s compensation law of
the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com-
pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit **C"". Operator shall
also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit **D’’, attached to and made a part
hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen’s compensation
law of the state where the operations are being conducted and to maintain such other insurance as Operator may require.

In the event automobile public liability insurance is specified in said Exhibit **D’’, or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator’s automotive equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole

or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such
lease to be on the form attached hereto as Exhibit **B’". Upon such assignment or lease, the assigning party shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the

" party assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable to the assigned or leas-
<" ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit *‘C”’, less the estimated cost of
. salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest

shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor’s, lessor's or surrendering

" party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage

assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this

agreement.

B. Renewal or Extension of Leases: .

If any party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified promptly, and
shall have the right for 2 period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the
renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several.proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the
interests held at that time by the parties in the Contract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the parties
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement., *

Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein

by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease
or cover only 2 portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or
contracted for within six {6) months after the expiration of the existing lease shall be subject to this provision; but any lease také@or con-
tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be;iybjea to

the provisions of this agreement.

The provisions in this Article shall also be applicable to extensions of oil and gas leases.

C. Acreage or Cash Contributions:

or obtains EANTID:
While this agreement is in force, if any party contracts for/a contribution of cash towards the drilling of a well or any other

operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other obekalioh "and shall be

applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom the con-
tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the proportions

* but shall be deemed to be subject to an Operating Agreement “identical

to this Agreement, modified only to reflect the ownership of the
acquiring parties and their respective percentage interests.--———
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ARTICLE VHI

continued

said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be
governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contributions
it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall also be applicable to op-
tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area.

If any party contracts for any consideration relating to disposition of such party’s share of substances produced hereunder, such
consideration shall not be deemed a contribution as contemplated in this Article VIII.C.

D. Maintenance of Unitform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no
party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells,

equipment and production unless such disposition covers either:
1. the entire interest of the party in all leases and equipment and production; or
2. an equal undivided interest in all leases and equipment and production in the Contract Area,

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreefnem
and shall be made without prejudice to the right of the other parties.

If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion, may
require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
and approve and pay such party’s share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
party’s interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter
into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract
Area and they shall have the right to receive, separately, payment of the sale proceeds thereof.

E. Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided

interest therein,
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Area, it shall prompdy give written notice to the other parties, with full information concerning its proposed sale,_ghawhe=stT3li include the
name and address of the prospective purchaser {who must be ready, willing and able to purchase), eTlnase price, and all other terms
of the offer. The other parties shall then have an optional prior. right, for a perig T iU) days after receipt of the notice, to purchase
on the same terms and conditions the interest which the other possmBDoses to sell; and, if this optional right is exercised, the purchas-
ing parties shall share the purchased interest i woTortions that the interest of each bears to the total interest of all purchasing par-
ties. However, there shall b Tenual right to purchase in those cases where any party wishes to mortgage its interests, or to
e y merger, reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-
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" ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partership or an association
for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and lLabilities hereunder are several
and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affected elects to be excluded
from the application of all of the provisions of Subchapter *‘K**, Chapter 1, Subtitle **A™", of the Internal Revenue Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Qperator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the retumns, statements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
evidence of this election, each such party shall execute such documents and furnish such other evidence as may be require_?-by the
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take iﬁy other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which theContract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter *‘K"”, Chapter 1,
Subtitle “*A”", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Cocfe is per-
mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foregomg elec-
tion, each such party states that the income derived by such party from operations hereunder can be adequately determined thhout the

computation of partnership taxable income.
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ARTICLE X.
CLAIMS AND LAWSUITS

Cperator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed_Five Thousand ==-z———=—=-=—=--—--——m—moom oo oo o e " Dollars
s__5,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is
sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim

or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than
the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with
reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by-the force
majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable

diligence to remove the force majeure situation as quickly as practicable.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the setdement of strikes,
lockouts, or other labor difficulty by the party invalved, contrary to its wishes; how all such difficulties shall be handled shall be entirely

within the discretion of the party concerned.

The term ‘‘force majeure’’, as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is

not reasonably within the control of the party claiming suspension.

ARTICLE XIL
NOTICES
SEE ARTICLE XV. M FOR ADDITIONAL PROVISIONS.

All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specxr" cally provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by telex or telecopier and addressed to
the parties to whom the notice is given at the addresses listed on Exhibit ‘*A”’. The originating notice given under any provision hereof
shall be deemned given only when received by the party to whom such notice is directed, and the time for such party to give any notice in
response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the

" period of time selected below: provided, however, noparty hereto shall ever be construed as having any right, title or interest in or to any

lease or oil and gas interest contributed by any other party beyond the term of this agreement.
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& Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this
P 4 ¥

agreement, results in production of il and/or gas in paying quantities, this agreement shall continue in force so long as any such weil or

wells produce, or are capable of production, and for an additional period of _180_ days from cessation of all production; provided,

- however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-

ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the event the
well described in Article VILA., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, or  capable
of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework
ing operations are commenced within _ 180 days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any hability ﬁfhxich has

accrued or attached prior to the date of such termination.
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Contract Area is located, to the valid rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and local laws, or-

dinances, rules, regulations, and orders.
B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach,
remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which
the Contract Area is located. If the Contract Area is in two or mare states, the law of the state of New Mexico
shall govern.

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated
under such laws in reference 1o oil, gas and mineral operations, including the location, operation, or production of wells, on tracts offset-

ting or adjacent to the Contract Area.

With respect 10 operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims
and causes of action arising out of, incident to or resulting directly or indirectly from Operator’s interpretation or application of rules,
rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator’s share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or
application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application.

- Non-Operators authorize Operator to prepare and submit such documents as may-be required to be submitted to the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the *‘Crude Oil Windfall Profit Tax Act

=2 of 1980"’, as same may.be amended from time to time (**Act”). and any valid regulations or rules which may be issued by the Treasury

Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information
which is required 10 be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

See Pages 14 a. through 14f. for Other Provisions.
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A.

B.

ARTICLE XV.
OTHER PROVISIONS

SUBSTITUTE WELL

1. If, in the drilling of the Initial Well, Operator loses the hole or
encounters nechanical difficulties rendering it impracticable, in
the opinion of the Operator, to drill the well to the Objective
Depth, then and in any of such events on or before sixty (60) days
after cessation of drilling operations on the Initial Well, Operator

shall have the option to comence the actual drilling of another well

(Substitute Well) at a lawful location of Operator's selection on
the Contract Area, and prosecute the drilling of said well with due

- diligence and in a good and workmanlike manner to the Cbjective
Depth. For all purposes of this agreement, the drilling of the
Substitute Well shall be considered as the drilling of the Initial
Well.

2. Any provision herein concerning the Initial Well shall also apply to

the Substitute Well, and any provision herein excepting the Initial
.Well shall also except the Substitute Well.

LEASE MATNTENANCE

If any operations proposed under Article VI. are necessary to
maintain in full force and effect either a lease or an agreement to earn

~-an interest in a lease that would otherwise expire, any party that elects

not to participate in such operations (the "Non-Consenting Parties")

" shall, ‘in lieu of the penalty provisions contained-in Article VI. B. 2.,

- assign-to each party electmg to participate in“such operations (the
"Corxse.ntmg Parties"), in the proportion that each Consenting Party's

" interest bears’ to the total interest . of all Consenting Parties, all of

such Non-Consenting  Party's right, title and interest in and to the
‘acreage covered by the lease or agreement that otherwise would be lost if
such operations were not conducted. Thereafter, such acreage shall not
be subject to the terms of this Operating Agreement, but shall be deemed

 to be subject to an Operating Agreement identical hereto, modified only

“to reflect the ownership of the Consenting Parties and their respective
- - percentage interests.’

- C. BILLING ADDITICNAL INTERESTS

“Notwithstanding any of the other provisions of this Agreement and of

"7 the dccounting procedure attached as Exhibit "C", the parties to this

" agreement-specifically “agree that in no event ‘during the term of this

 Operating--Agreement -shall Operator be -required to make more than one
bllllng for the- entire interest credited to. each party on Exhibit "A".
- It is further agreed that -if any party to this-Agreement (hereinafter
referred to as "Selling Party") disposes of part of the interest credited

- to it on Exhibit "A", the Selling Party will be solely responsible for

billing its assignee -or assignees,  and -shall remain primarily liable to
the other parties for the interest or interests assigned and shall make

-pramwpt payment - toOperator for the  entire amount of statements and

billings to the Selling Party for the interest conveyed until such time
as the Selling Party has designated and qualified one assignee to receive
the billing for the entire interest. In order to qualify one assignee to
receive the billing for the entire interest credited to Selling Party on
Exhibit "A", the Selling Party shall furnish to Operator the following:

1. written notice of the conveyance and certified copy of the
assignments by which the transfers were made;

2. the name of the assignee to be billed and a written statement
executed by the assignee to be billed in which it consents to
receive statements and billings for the entire interest credited to
Selling Party on Exhibit "A" hereof, and further consents to handle
any necessary sub-billing in the event it does not own the entire

NMO15 Bluitt Prospect Page 14 a .
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interest credited Selling Party on Exhibit "A"; and

3. ratification of this Operating Agreement (including an executed and
recordable instrument entitled "Memorandum of Operating Agreement")
executed by the assignee to be billed (and all other assignees)
wherein it/they adopts, ratifies and confirms all of the provisions
of this Operating Agreement as if it had been a party thereto.

SECURITY: ADDITICN TO ARTICLE VII. B.

The lien and security interest granted by each Non-Operator to
Operator and by Operator to each Non-Operator under Article VII. B. shall
extend not only to such party's oil and gas rights in the Contract Area
(which for greater certainty shall include all of each party's leasehold
interest and leasehold estate in the Contract Area), the oil and/or gas
when extracted, personal property and egquipment (as mentioned in said
Article), but alsc to all accounts and proceeds from sales of oil and
gas, contract rights, inventory and general intangibles constituting a
part of, relating to or arising out of said oil and gas rights, extracted
oil and gas and said equipment which are otherwise owned or held by any
such party in the contract Area. Furthermore, the lien and security
interest of each of said parties shall extend to all proceeds and
products of all of the property and collateral described in this
paragraph and in -Article VII. B. as being subject to said lien and
security interest. . Any party, to the extent “it deems necessary to
perfect the lien and security interest provided, may file this Operating
Agreement or Memorandum thereof as a lien in the applicable real estate
records and. as a - financing - statement with the limitation of the
foregoing. ’

Operator and Non-Operators, their: successors and assigns, agree to

execute ~a - recordable instrument -‘entitled-’ Memorandum of Operating
.. Agreement shown as Exhibit No. 1 of this Agreement, to be filed both in
"~ the county records for real estate purposes and-such other records as may

be necessary for campliance with the Uniform Commercial Code.

BANKRUPTCY

_ If, following the granting of relief under the BRankruptcy Code to
any party hereto, ‘as debtor thereunder, this Agreement should be held to

. be an executory contract within the meaning of 11 U.S.C.§365, then the

Operator, —-or --:if --the . Operator.. is:the debtor-in-bankruptcy, the
Non—-Operator "shall be entitled to a determination by debtor, or trustee

“for debtor, within thirty (30) days from the date an order for relief is
.~ entered under the Bankruptcy Code, as to the rejection or assumption of
~this Operating "Agreement.” ~In-the revent “of ‘an assumption, Operator or
==said-Non-Operators,: shall-be -entitled to -adequate-assurances as to future

performance of debtor's obligation hereunder and the protection of the
interest of all other parties. '

REMEDTES FOR DEFAULT: ADDITION TO ARTICLE VII. B.

Notwithstanding the provision of Article VII. B., it is agreed
between the parties hereto that in the event any party fails to pay its
proportionate share of advances or expenses incurred pursuant to the
terms of this Agreement, Operator shall give written notice to the party
that it is in default. If, within fifteen (15) days of receipt of the
notice, such defaulting party fails to pay all of the amount to which it
is in default, in full, then the non-defaulting party or parties shall
have the option, without prejudice to any other existing remedies, to
consider such non-payment to constitute an election not to participate
under Article VI. B. 2. and/or Article XV. B. (whichever is/are
applicable) of this Agreement in the same manner, to the same extent and
with the same force that a failure to reply within the prescribed period
constitutes an election not to participate.

As long as the defaulting party has unpaid balances outstanding, it
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shall have no further access to the Contract Area or information obtained
in connection with operations hereunder and shall not be entitled to vote
on any matter hereunder. While any party is in default, the voting
interest of each non—defaulting party shall be in the proportion its
participating interest bears to the total non—defaulting participating
interest. As to any proposed operation in which it otherwise would have
the right to participate, such defaulting party shall have the right to
be a Consenting or participating Party only if it pays all of the amounts
to which it is in default, in full, including the penalty amounts
provided for in Article VI. B., before the applicable proposed election
or decision deadline. This reinstatement option shall not apply to any
party who originally defaulted under an operation falling under the
auspices of Article XV. B.

Notwithstanding anything to the contrary contained within this
Agreement, the parties hereto agree that:

1. - Operator shall not have the right to implement any of the remedies

- with respect to default described in Article VII. B., XV. D. and/or
XV. F. while the Operator and defaulting Non-Operator are engaged. in
on—going negotiations or discussions conducted in good faith
. regarding disputed Joint billings and/or advances. It being
- understood, however, that the provision shall not relieve
. Non-Operator of its responsibility to timely pay that portion of any
Joint -billings and/or advance estimates which are not the subject of

any such good faith dispute;

= 2,7 It is the intention of. Article XV, F. to grant Non-Operators

-+ reciprocal. -rights . against Operator .in “the-event Operator, rather
-~ than Non—Operator, should fail or.-refuse-to pay its proportionate
.- share of.all costs, expenses (including,:without limitation, shut-in
" royalty payments, minimum royalties;- and :other lease maintenance
"~ expenses), .and/or - advance payments requested of Non—-Operators by
- Operator._ Where appropriate within the text of Article VII. and XV.
F., in order to effectuate this reciprocity, where the word
- "Operator" ..is ‘used, the word "Non—Operator" may be substituted
‘therefor, and where ‘the word "Non-Operator" is used, the word
"Operator" may be substituted therefor.

* CERTAIN PLUGGING AND ABANDONMENT COSTS

- If, pursuant to “Article: VI.*B. 2. hereof; less than all of the

"'pa.rties elect to participate in- a proposed .reworking, deepening or
- plugging back operation, and- if such operation ‘does not result in the

production - of hydrocarbons: in paying -quantities or results in a

- campletion that ceases to produce in camercial .quantities prior to the
- time at-which the consenting parties-are fully reimbursed as provided in
‘.. Article VI. B. 2., then, notwithstanding the printed provisions of this
- Agreement, the party: or parties who elected not:to participate in such

reworking, deepening or plugging back operation shall nevertheless be

- responsible for their proportionate part of the cost to plug and abandon

such well, and salvage the equipment therefrom, except for the additional
plugging and abandonment or salvage costs that are caused by the
non—consent reworking, deepening or plugging back operation; the
consenting parties shall be solely responsible for such additional costs.

METERING OF PRODUCTICN

If a diversity of working interest ownership in production from a
lease subject to this Agreement occurs as a result of operation by less
than all parties under Article VI. B. 2. herein, ‘it is agreed that the
oil and other 1liquid hydrocarbons produced from the well or wells
completed by Consenting Parties may be separately measured by standard
metering equipment to be properly tested periodically for accuracy.
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I. ADDITICNAL RIGHTS

If any rights in the Contract Area or any new Area of Interest
between the parties hereto are acquired by virtue of the drilling,
deepening or completion of a well, a Non-Consenting party in such
drilling, deepening or completing shall not be entitled to any interest
in such rights.

J. PRIORITY OF OPERATIONS

Notwithstanding anything contained herein to the contrary, it is
agreed that where a well, which has been authorized under the terms of
this agreement by all parties, or by one or more but less that all
parties under Article VI. and/or Article XV. B., shall have been drilled
to the contract depth or the objective formation, whichever is less, and
the parties participating in the well cannot mutually agree upon the
sequence and timing of further operations regarding such well, the
following elections shall control in the order emumerated hereafter:

1. an election to do additional logging, coring or testing;

-~ 2. an election to attempt to compléte the well at either the
: --objective depth or objective formation;

3. ‘an election to plug back and attempt to complete said well;
however, if more than one proposal to plug back is made, the
‘proposal to plug back.to. the. next deepest prospective interval
shall have priority over.proposals . to plug back to shallower
prospective intervals;

4, - an 'electibn to- sidetrack the wéall; and
5. ~—an election to deepen said well.

-~ It is provided, however, :that if. at the -time said participating
parties are considering any of the above elections the hole is in such a
condition ~that a  reasonably prudent operator would not conduct the
operations contemplated by the particular ‘election involved for fear of
- placing the hole or objective fommation in-jeopardy, such election shall

. . be eliminated from the sequence set forth above.

. K. .. NGPA FILINGS, DEDICATIONS/GAS CONTRACT NEGOTIATIONS

Ce e Operator may, at its.election:<(but is not required to), file-and
= prosecute applications for the determination of the status under the
.-Natural .Gas .Policy Act -of :1978:.("NGPA") —~of.:wells subject to this

Operating Agreement for the joint account of parties hereto to the extent
“-- “~that ~such—filings by Operator-are permitted by law, rule, regulation or

- ~order.- Each party ‘hereto shall be responsible for making all other

- filings -and -reports required under the NGPA,..including, but without
limitation thereof, refund undertakings and interim, retroactive or other

- collection statements., Operator shall not be responsible to any
Non-Operator for any damage or loss arising ocut of or connected with the
filing or prosecution of the application or applications for
determination, including the failure to file, delay in filing or failure
to prosecute such application(s). The sole recourse of each Non-Operator
is to file and process for his own account “whatever application or
applications for determination he deems appropriate. In the event
Operator elects to file an application or applications for determination,
the cost and expenses of preparing, filing and prosecuting such
application(s) shall be charged to the joint account.

With respect to operations hereunder, Non-Operator agrees to release
Operator from any and all losses, damages, injuries, claims and causes of
action arising out of, incident to or resulting directly or indirectly
from Operator's interpretation of application of rules, rulings,
regulations or orders of the Department of Energy or predecessor or
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successor agencies to the extent such interpretation or application was
made in good faith. Each Non-Operator further agrees to reimburse
Operator for any amounts applicable to such Non-Operator's share of
production that Operator may be required to refund, rebate or pay as a
result of such an incorrect interpretation or application, together with
interest and penalties thereon owing by Operator as a result of such
incorrect interpretation or application.

All costs incurred by Operator in complying with the Natural Gas
Policy Act of 1978 or in complying with Federal, State and local law for
the obtaining and monitoring of all well classifications required in the
Natural Gas Policy Act of 1978 or in complying with any laws under the
Department of Energy, and all consulting fees, and directly related costs
incurred by Operator in connection with investigations for prior
dedications and/or calls negotiations with oil and/or gas purchasers, and
negotiations for gas purchaser contracts (including casinghead gas
contracts) shall be a direct charge, borne by the joint account as
provided .in Exhibit "C" and shall not be included in administrative
overhead under part III of Exhibit "C".

DISBURSEMENT OF ROYALTIES

: If a purchaser of any oil, gas or.other hydrocarbons produced fram
the Contract Area declines to make disbursements of all royalties,
overriding royalties and other payments out of, or with respect to,
production which are payable on the Contract Area, Operator will, if any

= Non-Operator so desires, make . such _disbursement on behalf of said
©  Non-Operator at its_direction, provided, Non-Operator shall execute such
- documents as may be necessary -in the opinion of Operator to enable
-‘Operator-to receive all- payments for -oil;“gasand other hydrocarbons,
-directly from said purchaser. In that event, Operator will use its best

efforts to make disbursements correctly within thirty (30) days of receipt
fram the purchaser, but will be-liable for incorrect disbursements only
in the event of gross. or willful negligence.

ARTICLE XIT, ADDITICN

Except as may otherwise be expressly provided above, any notice or

‘communication required or desired to be given under the terms of this
-zz -Agreement -shall be given by Certified or: Registered Mail, Return Receipt
- =+ .Requested, - by—personal- delivery—against=signed.‘receipt thereof, or by
.- . telegram on-which-postage and/or other sending charges have been prepaid

by sending party, at such party's address listed on Exhibit "A" to this
Agreement or -at :such.other address as such party may have previously

“specified by like notice.

ARTICLE IITI. D., ADDITION

If any party hereunder creates any overriding royalty, production
payment or other burden against its working interest production and if
any other party or parties hereto conduct non-consent coperations pursuant

“to any prosivions of this Agreement and, as a result, become entitled to

receive the working interest production otherwise belonging to a
non-participating party, the party or parties entitled to receive the
working interest production of the non-participating party shall receive
such production free and clear of burdens against such production which
may have been created subsequent to this Agreement and the
non-participating party creating such subsequent burdens shall save the
participating party or parties harmless with respect to the receipt of
such working interest production.

This Agreement may be executed in any number of counterparts, each of
which shall be considered as original for all purposes.
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P. This Operating Agreerment supersedes and replaces any prior Operating
Agreement covering the Contract Area executed by any party hereto.

Q. PREPARATICN OF EXHIBIT "A"
The interest of the parties as set forth on Exhibit "A" were
calculated based on the best information available to the Operator. If
the information is found to have been erroneous, or if a mathematical or

typographical error has been made in preparing the exhibits, the interest
may be recalculated to reflect the correct interests.
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ARTICLE XVIL.
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees,
legal representatives, successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes.

IN WITNESS WHEREOF, this agreement shall be effective as of _1SE __ day of __October 1989
OPERATOR
OGS OPERATING COMPANY, INC.
Attest:
By: Carla T. Fair By: Thom O'Brien
Title: Assistant-Secretary - - Title: vice~President

e o NON-OPERATORS
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REVISED EXHIBIT "A"

Attached to and made a part of that certain Operating Agreement

dated October 1, 1989, by and between OGS Operating Company, Inc., as
Operator, and O'Brien Goins Simpson Exploration, et al, as Non-Operators,

covering the Bluitt Prospect in Roosevelt County, New Mexico.

I. LANDS SUBJECT TO THIS AGREEMENT:

Township—-8-South, Range-37-East, N.M.P.M.

Section 15: North Half (N/2)
Roosevelt County, New Mexico
containing 320 acres, more or less.

(NMO15)

JI. RESTRICTIONS AS TO DEPTHS, FORMATICONS AND SUBSTANCES:
This Operating Agreement covers all oil, gas and associated hydrocarbon
rights from the surface of the earth_to the base of the San Andres
Formation, as commonly found below the base of the Grayburg Formation and
..o o -- . .above the top of the Glorietta Formation.
I - III. INTEREST OF THE PARTIES TO THIS AGREEMENT:
e " A, Initial Well
: - 2. Before After
. i Completed & Completed &
o D ~: . . Fdlly Equipped Fully Equipped After
- Working Interest Owner i -..-.to Produce. . . To Produce Payout
... 1. OGS Operating Company, Inc. . . '1.0000% = "..7° 1.00000% 0.81020%
222, .0'Brien Goins Simpson Expl. .. 35.7233% .. ..35.72330% 28.94195%
T 3. Michael W. Gates o3 F001,1100% 7007 1.11000% 0.89930%
i - 4. OGM Partnership II *0.0000% .-~ .: - 1,33335% 1.08020%
S . ..-.. 5., OComnor Oil & Gas, Ltd..- - ~.0.0000% - -- 1.11110% 0.90020%
T 6. Edmmd O’Connor -~ - - —=._.zz-x- 0.0000%.-z0000 0,22225% . . 0.18000%
= 2277, Great Western Drilling Co.=77726.6667% ;r%i’:s_’:'-ZS.AOOOOO% 20.25430%
- 8. Hugh A. Moore - : o 2--3.0000% - 2.81250% 2.27860%
s Zo=e—ro 9, George R...White and wife, .- -:3.0000%. ..-..: 2.81250% 2.27860%
o Bettijo H. White : ,
- 10. A. B. Sam and wife, 5.0000% . 4.68750% 3.79770%
Janet D, Sam
11. Morris Mizel 1986 Partners 5.0000% 4,.68750% 3.79770%
12. The Wiser Oil Company 18.7500% 18.75000% 18.75000%
13. Earl A. latimer 0.7500% 0.75000% 0.75000%
14. Marphy Operating Corporation  0.0000% 0.00000% 10.31250%
15. Tom L. Ingram and wife, 0.0000% 0.00000% 3.37500%
Joan L. Ingram '
- 16. J. E. Cieszinski and wife, -0.0000% - .- 0,00000% 0.18750%
Drusilla C. Cieszinski
17. Walter Duncan, Inc. 0.0000% 0.00000% 1.40625%
100.0000% 100.00000% 100.00000%
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EXHIBIT "A"

Page 2
B, Subsequent Wells

Working Interest Owner Before Payout After Payout

1. OGS Operating Company, Inc. 1.00000% 0.81020%

2. O'Brien Goins Simpson Expl. 35.72330% 28.94195%

3. Michael W. Gates 1.11000% 0.89930%

4, OGM Partnership II 1.33335% 1.08020%

5. O'Connor Oil & Gas, Ltd. 1.11110% 0.90020%

6. Edmund O'Connor 0.22225% 0.18000%

7. Great Western Drilling Co. 25.00000% 20.25430%

8. Hugh A. Moore ©2.81250% 2.27860%

9. George R. White and wife, 2.81250% 2.27860%

Lo Bettijo H. White
© . 10. ‘A. B. Sam and wife, Janet .- 4,68750% 3.79770%
D. Sam

"7-11, ‘Morris Mizel 1986 Partners = 777 4.68750% 3.79770%

12. The Wiser 0Oil Company -7 18.75000% 18.75000%

13. Earl A, Latimer ,,,.0f75000% 0.75000%

_ 14, Muarphy Operating Corporation - --_..0,00000% - 10.31250%

15, Tom L. Ingram and wife, Joan -~ - -0.00000% 3.37500%

L. Ingram , :
oz oo 164.-J. E. Cleszinski and wife, 0 220.00000% 0.18750%
- - .. Drusilla C. Cieszinski

... 17. Walter Duncan, Inc: . =220.00000% __1.40625%
' _ et E T 7 77100.00000% 100.00000%

Definitions:

T 1; The terms "Completed and Fully Equipped to. Produce" shall mean when
croniorrasim e oo o the-inditial- test well has been-drilled to its authorized depth, all
e T e ~:;:,~~tests -have - been- - oompleted -and " all.. necessary expenditures for

‘ - completing and . equipping "of. the well:-have been made, including

S .,?,;._:'_;:,,v::m necessary-tankage and/or surface facilities.

2. The term "Payout" as used herein shall be defined the same way as in
. . .- paragraph: IV.:D. of - the—Farmout: Agreement dated August 1, 1988
‘betweem - Marphy Operating Corporation,” et al and O'Brien Goins

Simpson Exploration Company.
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EXHIBIT "A"
Page 3

IV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT:

1. lessor: Monta Ruth Bilberry Perry, Life Estate,
Nancy C. Belcher, Remainderman, and
Grace Bilberry Dean

ILessee: O'Brien Goins Simpson Exploration

Dated: Septenber 23, 1987

Recorded: Volume 124, Page 638 of the 0il & Gas
Records of Roosevelt County, New Mexico

ILand Covered: Sw/4, Section 11; N/2NwW/4, Section 14;

E/2NE/4, Section 15, Township-8-South,
Range~37-East, NMPM, Roosevelt County,

New Mexico
Royalty: One—eighth (1/8) on oil and gas
Overriding Royalty: 0.025 on oil and gas
2. Lessor: Schumacher 0Oil Company
Lessee: a O'Brien Goins Simpson Exploration
Dated: September 25, 1987
Recorded: Volume 124, Page 640 of the 0Oil & Gas
: .. ... .. __Records of Roosevelt County, New Mexico
Land Covered: -+~ - . . T°SW/4, Section 11; N/2NW/4, Section 14;
LEE 0 mmemio o~ v -E/ZNE/4,° Section 15, Township-8-South,
’:’rﬁ:f—:ré T-Te=>_ 7.7 —Range-37-East, NMPM, Roosevelt County,
- Royalty : © - " One—-eighth (1/8) on oil and gas
T Overrldmg Royalty = 0,025 on oil and gas
3. lessor:.. .. -.-.o~ .- .. .- Margaret Anne Eaton, et vir, Kenneth
LT Eaton
lessee: . = +. - O'Brien Goins Simpson Exploration
Dated:-- -~ T T September 28, 1987
Recorded: ~ -~ - - - Volume 124, Page 741 of the 0Oil & Gas
.. .7 -7 : - -~ < . Records of Roosevelt County, New Mexico
- T IR SW/4, Section 11; N/2NW/4, Section 14;
S~ oL e _,,,E/,ZNE/A ASectlo,n 15, Townshlp—S—South _
- et 0 == -~ Range—37-East;.- NMPM, Roosevelt COunty,
il e New Mexico
o Royalty . -7 One—eighth (1/8) on o0il and gas
T T AR Overrldlng Royalty‘ ~-% .-~ 0.025 on oil and gas
s T "4, Lessorz - " 7,7 _ _ Ben E, Taylor.
B lessees 0 =0 Tl T - L TEO! Brien Goins Smpson Exploratlon
SR -~ o Dated:- I - - - October 13, 1987
SNl S Reoorded coe Tl Tl 2 "Volume 124, -Page 743 of the 0Oil & Gas
IR =+ w7717 “~Records-of Roosevelt County, New Mexico
- - 'Iand Covered- Lo - .. SW/4, Section:11; N/2NW/4, Section 14;
' ' - i, . 7. "E/2NE/4,” Section 15, Township-8-South,
cfeilal o LE 70 ZRange=37-East;-NMPM, Roosevelt County,
Royalty -~ . One—eighth (1/8) on oil and gas
.. SR Overrldmg Poyalty -~ 0.025 on oil and gas
e SR DU 7-Y-1-'e) o SSRURIPENIEESE UL S Phyllis Jane Wesson
lessee: -~ - ' O'Brien Goins Simpson Exploration
Dated: : September 28, 1987
Recorded: Volume 124, Page 815 of the Oil & Gas
Records of Roosevelt County, New Mexico
Land Covered: SW/4, Section 11; N/2NW/4, Section 14;

E/2NE/4, Section 15, Township-~8-South,
Range-37~East, NMPM, Roosevelt County,

New Mexico
Royalty: One—eighth (1/8) on oil and gas
Overriding Royalty: 0.025 on o0il and gas
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EXHIBIT "A"
Page 4

IV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT:

6.

-10.

Iessor:
Lessee:
Dated:
Recorded:

Land Covered:

Royalty:

Overriding Royalty:

lessors
Lessee: -
Dated:
Recorcded:

I_and,,GO\/;éred:,';i:,ﬁ - }

Royalty
Overrldlng Royalty

lessor: .. .. ..
Tlessee: . . o
Dated:
Recorded: -

Overrld_mg Royalt_y :

Iessor: - . f‘f?"w

~Jesseey il LT

James A. Crutchmer, Jr., et ux, Carol
Ann Crutchmer

O'Brien Goins Simpson Exploration
Octcber 13, 1987

Volume 124, Page 817 of the Oil & Gas
Records of Roosevelt County, New Mexico
Sw/4, Section 11; N/2NW/4, Section 14;
E/2NE/4, Section 15, Township-8-Scuth,
Range—-37-East, NMPM, Roosevelt County,
New Mexico

One-eighth (1/8) on o0il and gas

0.025 on oil and gas

John Lynn Singleton

O'Brien Goins Simpson Exploration

November 10, 1987 ‘

Volume 124, Page 991 of the Oil & Gas

Records of Roosevelt County, New Mexico

- _,o‘w,_SW/4 .Section.1l; N/2NW/4, Section 14;
‘E/2NE/4, -Section 15, Township—-8-South,
~Range-37-East, NMPM, Roosevelt County,

~=r . One-eighth (1/8) on oil and gas

0.025 on oil and gas

.. .~ Richard Lloyd Singleton
O'Brien Goins Simpson Exploration
Noverber 10, 1987 '

~- Volume :124,-Page 977 of the Oil & Gas
Records of Roosevelt County, New Mexico

. . SW/4, Section.ll; N/2NW/4, Section 14;

-E/2NE/4, Section 15, Township—-8-South,
-+~ :. ..Range=37-Fast,.NMPM, Roosevelt County,
.. ... _.One-eighth (1/8th) on oil and gas
0.025 on oil and gas

'G. B: Holman, Jr., and Amanda Holman
Keef

Dateds <l e T

ReOOrded

Land Covered s

Royalty.
Overriding Royalty

Lessors s =ni

lessee:
Dated:
Recorded:

Land Coyered:

Royalty:

Overriding Royalty:

NMO015 Exhibit A Sec. 15

S ZZO'Brien:Goins Simpson Exploration

November 17, 1987

.07 o0 Volume “125,-Page 404 of the 0il & Gas

S ~ Recordsof-Roosevelt County, New Mexico
. ... SW/4, Section:11; N/2NW/4, Section 14;

-E/2NE/4; Section 15, Townshlp-B—South

“:Range=37-East, .NMPM, Roosevelt County,
New Mexico

-~ ~“One-eighth (1/8th) on oil and gas

0.025 on oil and gas

<= . =-~ Mary -Ruth Singleton, Independent -
Executrix of the Estate of T. F.
Singleton
O'Brien Goins Simpson Exploration
February 4, 1988
Volume 125, Page 491 of the Oil & Gas
Records of Roosevelt County, New Mexico
SW/4, Section 11; N/2NW/4, Section 14;
E/2NE/4, Section 15, Township-8-South,
Range-37-East, NMPM, Roosevelt County,
New Mexico
One-eighth (1/8th) on oil and gas
0.025 on oil and gas
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IV. OIL AND GAS LFASES SUBJECT TO THIS AGREEMENT: Continued

NMO15 Exhibit A Sec.

11.

12.

13,

lessor:
lessee:
Dated:
Recorded:

ILand Covered:

Royalty:
Overriding Royalty:

lessor:

lessee:
Dated:
Recorded:

Land Covered:

Royalty::
Overrldmg Royalty:

Iessor: .

Overridihé,;RoYalty: CeomTni oo

e TIED

Frances Cole

O'Brien Goins Simpson Exploration

May 3, 1988

Volure 126, Page 329 of the 0Oil & Gas
Records of Roosevelt County, New Mexico
SW/4, Section 11; N/2NW/4, Section 14;
E/2NE/4, Section 15, Township-8-South,
Range-37-East, NMPM, Roosevelt County,
New Mexico

Three-sixteenth (3/16th) on oil and gas
0.01625 on oil and gas

- Sara Strawder Shaw, Individually and as
- Independent Executrix of the Estate of

Harry T. Shaw, deceased

O'Brien Goins Simpson Exploration
May 3, 1988

Volure 126, Page 490 of the Oil & Gas

-3+ : Records of -Roosevelt County, New Mexico
" SW/4, Section"1l; N/2NW/4, Section 14;

~-. E/2NE/4,-Section 15, Township~8-South,
~. Range—37-East,:NMPM, Roosevelt County,

New Mexico

A: ‘ o - Z i Three-sixteenths (3/16th) on oil and

gas
.0.01625 on oil and gas

- - Trustmark National Bank and Catherine

“W. Sanders, et al, Co~Trustees of the
Catherine W. Sanders Marital Trust and
‘'of " the Robert D. Sanders Residuary
Trust

O'Brien Goins Simpson Exploration
April 6, 1988

.“Volume 126, Page 415 of the oil & Gas
. Records of Roosevelt County, New Mexico
-~-SW/4, Section:11; N/2NW/4, Section 14;
_E/2NE/4,-Section. 15, Township—-8-South,
.'Range~37-East;>NMPM, Roosevelt County,

New Mexico

L “Three-sixteenths (3/16&1) on oil and

gas

-20,01625 on oil and gas

Iessor: = — = i, T-_... = 7 David M. Hammer, Mary Hammer, Alan J.

Royalty:

Overriding Royélty:
Royalty:

Overridiné Iibyalty:

15

2 Hammer, " Robert.*J. Hammer,

. Christensen,

< SUBJECT TO COMPULSORY POOLING

Deanna J.
John E, Christensen and
Mary K. Hammer :

- O'Brien Goins Simpson Exploration

SW/4, Section 11; N/2NW/4, Section 14;
E/2NE/4, Section 15, Township—-8-South,
Range-37-East, NMPM, Roosevelt County,
New Mexico

If one-eighth (1/8th) on o0il and gas
under Pooling Order, then

0.025 on oil and gas

If three-sixteenths (3/16th) on oil and
gas under Pooling Order, then

0.01625 on oil and gas

79
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IV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT: Continued

15, lessor:
Lessee:
Dated:
Recorded:

Land Covered:

Royalty:

Overriding Royalty:

16. vLessor:

Iesseé :
Dated:
Recorded:

Royal{:y x
Overrldlng Royalty

17. lessor: . .
lessee:
Dated:'_ .. LI
Recorded: = =~

Land Cox}éred:

R rOverr:.dJng Poyalty

Royalty:
Overriding Royalty:

e (N/2NW/4) -
“Tr o -Souith;TRange "37 East, NMPM, Roosevelt

Deposit Guaranty National Bank, Trustee
for George E. Shaw Heirs Trust

O'Brien Goins Simpson Exploration

June 16, 1988

Volume 126, Page 680 of the oil & Gas
Records of Roosevelt County, New Mexico
SW/4, Section 11; N/2NW/4, Section 14;
E/2NE/4, Section 15, Township-8-South,
Range-37-East, NMPM, Roosevelt County,
New Mexico

Three-sixteenths (3/16th) on oil and
gas

0.01625 on o0il and gas

-Deposit Guaranty National Bank, Trustee

for Susan Rushton Mangum Trust and Dr.

Fred Rashton, Jr.

O'Brien Goins Simpson Exploration

June 16, 1988

Volume -126, Page 682 of the oil & Gas
"~ Records of Roosevelt County, New Mexico

oo SW/4, -Section:11; N/2NW/4, Section 14;

S - E/2NE/47-Section 15, Township-8-South,

... . = Range~37-East,.NMPM, Roosevelt County,

New Mexico
—. - Three~-sixteenths (3/16th) on oil & gas
0.01625 on oil and gas

Walter Duncan, Inc.
O'Brien Goins Simpson Exploration
May 1, 1988
_ Volume 126, Page 345 of the oil & Gas

SRS Records- of Roosevelt County, New Mexico

The North Half of the Northwest Quarter
of ‘Section 14, Township 8

County, New Mexico

= ... . Before payout of each well - 3/16th on

--0il-and gas; proportionately reduced

-l ~ooe o ZUiAfter ‘payout of each well - 1/8th on

oil and gas
- - Before payout_of each well - 0.01625 on

e s f{;,-»oil ‘and.gas, After payout of each well

- 0.025 on oil and gas

L AT R R)nald R.lShton, et ux
Tl 7LO'Brieén-Goins Simpson Exploration

May 3, 1988
: Volmre 1126, Page 329 of the 0Oil & Gas
Records of Roosevelt County, New Mexico
SW/4, Section 11; N/2NW/4, Section 14;
" E/2NE/47-Section 15, Township-8-South,
Range-37-East, NMPM, Roosevelt County,
New Mexico
Three-sixteenths (3/16th) on oil & gas
0.01625 on oil and gas

INSOFAR ONLY as said leases 1 through 18 cover the E/2 of the NE/4 of
Section 14, T-8-S, R-37-E, NMPM, Roosevelt County, New Mexico, containing

80.0 acres, more or less.

MMO15 Exhibit A Sec. 15



EXHIBIT "A"
Page 7

IV. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT: Continued

19. Iessor:
Iessee:
Dated:
Recorded:
Land Covered:

Royalty:
Overriding Royalty:

United States of America NM-66486

Marphy Operating Corporation
June -1, 1958

INSOFAR ONLY as said lease covers
W/2NE/4 and the NW/4, Section 14,
Township 8 South, Range 37 East, NMPM,
Roosevelt County, New Mexico,
containing 240 acres, more or less.
One-~eighth (1/8th) on oil and gas
0.0486717 of all oil and gas produced
fram this lease, also the interests of
Murphy . Operating Corporation, J.E.
Cieszinski and Tom L., Ingram in this

7 lease are subject to a Farmout

Agreement dated August 1, 1988, wherein
they reserved an overriding royalty in
each well before payout equal to the
difference _between all existing

- leasehold burdens on the date of this
agreement and 25%.

S i sosr V- ADDRESSES "AND PHONE NUMBERS OF PARTIES TO THIS AGREEMENT FOR NOTICE

PURPOSES:

1. - OGS Operating Company, Inc.
s 550:W. Texas, Suite 1140

~: Midland, TX 79701

2. O'Brien Goins Simpson Exploration .---. -
550 W. Texas, Suite 1140

-~ Midland, TX 79701

meoe e =3 Michael W, Gates
o T P.O. Box 10347
. .. Midland, TX 79702

OGM Partnership IT -

Coee .. Midland, TX 79701

“: Midland, TX 79701
T TR =6, Edmund O'Connor

- Midland, TX 79701

7. Great Western Drilling Company - - -—: . =:

e 509 N. Loraine
P.O. Box 1659
Midland, TX 79701

8. Hugh A. Moore
P.O. Box 51453
Lafayette, LA 70505

9. George R. White and wife,

Bettijo H. White
- P.O. Box 52346
Lafayette, 1A 70505

NMO15 Exhibit A Sec. 15

~- S550°W. Texas, Suite 1140

= QO'Connor 0il & Gas ILtd.
- 550 W. Texas, Suite 1140

.. .550.W. Texas, Suite 1140

: 915-682-6373

915-682-6373

Tl » 915-686-0023

S eeiiz . 915-682-6373
ST 915-682-6373
T sl 915-682-6373

915-682-5241

318-984~6854

318-232-5594



EXHIBIT "A"
Page 8

V. ADDRESSES AND PHONE NUMBERS OF PARTIES TO THIS AGREEMENT FOR NOTICE

PURPOSES :
10. A. B, Sam and wife, 915-683-5088
Janet D. Sam

P.O. Box 1736
Midland, TX 79702

11, Morris Mizel 1986 Partners 918-663-7579
6560 East 41lst Street
Talsa, OK 74145

12. The Wiser 0il Company i o N 304-652-3861
Box 192
Sisterville, W. VA 26175

13. Earl A. Latimer ' o 505-622-3363
1802 W. 4th Street
Roswell, NM 88202

o . .14, Muarphy Operating Corporation . 505-623-7210
B I United Bank Plaza o
: S Suite 300
e =z 400 No Pennsylvania Ave.
Tl Box 2164
S E Roswell, NM 88201
zzmoos ssnan -o-1500--Tom L. Ingram and wife, R e 505-622-3630
T Joan L. Ingram
R Box 1757
i i Joi% Roswell, NM 88202
v -n 16, J. B. Cleszinski and wife, .~ — =~ :.. - 505-622-3116
,,,,,, Ceeoleo ot o -'Drusilla C. Cieszinski
T Box 3047 '
PSR Roswell, NM 88201
s 27 Walter Duncan, Inc. A R 405~272-1826
cooe=-moome=eo=o - 100 Park Avenue Bldg.
Tl. ZEIT Suite 1200
ocemm owii, oai  :Oklahoma City, OK 73102

s A LT ST END OF EXHIBIT "A"

NMO15 Exhibit A Sec. 15



: (3 EXHIBIT "B" e
Attached to and made_é part of the Operating Agreement dated August 1, 1988
by and between OGS Operating Company, Inc¢., as Operator, and O'Brien Goins
Simpson Exploration Co., et al, as Non-Operators, covering the Bluitt
TXO-130 /73 Prospect, Roosevelt County, New Mexico. (NM015)

Fith Poeling Clavse
Three YEAR PAID UP LEASE Texas Standard Form
OIL, GAS AND MINERAL LEASE

May’ 1% 88 between

THIS AGREEMENT made wtis_L2SE 41y of

{Pos: Ulice Agcressy

of
O"BRIEN GOINS SIMPSON EXPLORATION COMPANY
1140 Two First City Center, Midland, TX 79701 , .

berein called lessor (whewber one or more), and

1. Lessor, in consideration of Ten al’ld DOL].O0—'"—“-—————"—*—'-—-—————————-———— Dollars (S 10 _OO )

in hand paid, receint of which is here acknowledzed. and of the royallies herein provided and of the agreements of the lessee herein contained, hereoy rranis. Jea
and lch exciusively unto lessce (0F the purpose of inveslivating, exniorin nrospecting, drlling. mining and oneratiing for ané producing oil, x:a.s. ana a?l' om,'- m;n-
erais, injeCling I3s. waters. other fluids, and air into subsurface sirata, fayvinz pine itnes. sioring oil. buliding tanks. power stations, teiennone lines, and other ‘:r;jnurgs
eat, process, store and iranspoms Said Minerais and other Procucts manuiaciured there(rom. and housing and otherwise

Roosevelt County, New Mexico XEX AR, 10

and things idereon 10 produce, save, 1ake care of. o

earing for its employees. the foilowing described land in

Township-8-South, Range-37-East, N.M.P.M.

Section 14: North Half of the Northwest Quarter (N/2NW/4)
containing 80.0 acre, more or less.

This lease aiso covers and includes. in addition to that above described. all fand. il any, conticuous or adjacent to or adjoining the lanc above described anc
(o) owned or vizimed by lessor by limitalion. preseribplion. POssessIOn. reversiofnl OF UArecorded insitrument or (b} as 10 which Jessor has a preference mign: of
acquisition. Lessor agrecs 1o eaecute any tugpplemental instrument requested by lesser for 1 more compiete or acturate descripuon of said lané For the pusrpose cf

determiring the amoun: of any banus or other paymen: hercunder. said Jand shall be deemed 10 eon:a'm__&_o_io—.:cru‘ whnether aciually conwaining more
or less. ang the adove reecizal of acreage in any to3ct shall be deemed 1o e tne Zoue acrexge thereof. Lessor accents the bonus as lump sum considerazion for thas

lease and ail righizs and ooticns hereunder.
o . three (3)
2. Subjecz to the othes prouvisions herein contzined. this Jease shall remain in fores far 2 term of oW MoK years from thix date (called “primary term™), and

as long thercafter as oil. zas, or etder mineral is produced from 3aid payuicai land or land with which said land or any Pam thereol is pooied.

3. The royalties to be naid by lessee 3are: (2) on oil. and on other liguid hydrocarpons saved at the well, one-eicizh of ihatl produced and saved from saicd
land. same to be deiivered 21 the wclls or to the credit of lessor iz the pipe itne o which the weils may be connecied: iessor’s interest in either case 333l bexr its
etabic as cruae: (b} on pas. iaciuding casminachead gas and all gFaseous suosiances. Droduced from 3aid
eafized from suct saie; (¢} on gFas inciudinz casincheac zas ané all Kaseous substances produced {rom

proporiion of any expenses for trealing oii to make it m
land and sold, ihe royaity shall be oneeaziih of the amount
said land 3nd wsed of of the premises by lessee and not benefiing lessor. the marxet vaiur 23 the mouil of the well of one—icnth of the zZas 30 used o af ine

axiné or vaiue at the weil or mune. 2t jesree’s eieclion. excep: hai on suinhuc the
¢ here is a2 Tas well or weils on ide above Jaaé and 1for ihe purposes of iuis cizuse
condensate, distillate or any faseous subsiance and weils ciassified 2s £33 welis by
{orce by some oiner provismon hereol, thea it shall nevestheiess
is iease ceases lo be otherwise maintained as provided nerern.

med

premises: {d) on ail other minerais mined and marleted. one cigaih,
roraliy sazll be One Doliar (51.00}) per loag ton: 2nd fe) il a: any X
(e) the term “'zas well™ shall inciude wells capadble of producinz nawsal a3,
any gtovernmen:tal authority) such well or wells are shut ia, and i/ this lease i+ not conuinued in

continue in force for a period of ninety (30) days f{rom :he date such weil or wells are snut in or 2
wnichever is the later date. and before the exprration of any such perioc, iesset Or ANY asuCnee Nereundes TTay pay or tender an advance annual royatty of QOne

ty hereunder or o their crediz in the

Daliar ($1.00) per acre for he acresce then held under ihis lemse o the owners of roya

- Bank at

{waich Sank. or 22y sucteisor tacrevi. shall continue to be the agen: for the lessor and lessor’s succrssors znd assirns: i such bank for any successor bank) szall
{ tiguidite. 07 bDr succerced by-rnoiner Dank. or {O0r ary reason fail or reiuse 10 accedl royally, lessee snall no: be neid in defaulz uniil thisty (301 cays aiter Jessor
arall deiiver 10 lesser » recordabie instrumen: making provision for 3aother meinod of payment or lender. aad any depositary charze is a hability of he lessors.
and if suck cavment or tenorr is made, this lease 1naill continue in force and snall be considered 1Rat Z33 i3 being proauced from the lease NDremrses in parving
guaniities witnin the meaning of paracraph 2 herrof for one (1) year [rom ihe date of suck paymenl. and iz iiae manner subaeguenl agvance araual rovaliy
paymenis may be made or tencered 2ad zhis lease saall continuc in {orce and 12 will be considered 1331 233 is Deinz produced rom he igased premises in pavias Quan-
Ues witiia the meanins of said paracmach 2 duriac any annual peniod for which suen royally is so pxid or lenderec, The paymesmz or leader af rovaliy may be
mag® by checx or éraft of lessee. matied or deliversd 10 said banik ar lessor, or eith fessor if more Than one. Rovaiiy accruias to the owners ihereo! on any produc-

tion from ine leased premises durinz any anaual deriod for which advance royaity is paid may be crecited aTainst such advance parment
i. Leases is bereoy civen tne power and riwni 23 to-all of say part of fand deseribed herein and as to 3Ry one or more of the formations thereunde:r and ine
Suinerals therein orf Droguced thereirom. at its opucn and without iessor’s joinder ar furiher conseni to al any ume, axad Jrom time to time. eitner before or alier
oroauction. pool and unitize the leasenoid estate and Zhe lessor’'s royaity esiite created Dy this lease with the rizats of third darties. if any, in all ! he
iand described heresn xnd with any otier land, lands, lemse. icases. mineral and royaliy ricnta. ar any of tnem adiacent adjoining. or located wi
vicinity of =2is lease, wnether owned by lessec or some other person, Arm or corparation. 30 as (0 creale by such pooiint and uaitization onc or more drilliag
or production units, when 10 6o 30 wouid. in the oie judument of irssee, Dromoie the conservation of Oii. xxs or ather runeral. Zach sucl driliing or producuon
unit. wnen limited 0 zny one or more (ormations 3nd 1o any one of mare 0! the minerais thercin or oSroduced therefrom. may {rom time (o lime De eniarged
and extznded 57 lessee to additionally include any other formstion er formalions and any other muneral or mrncrals iherein or produced therefrom. Also. any sven
drillinz ar

uEst nay be allered or enisrved by lessee a2 30y .lime 30 Jonr as tae 1013l acreace therein does not encerd the maximum hereinzller specified. Zach s tns
nt (105;) of 10 acres, wnen created {or the purpose af drilling far or
ng Jor or

producion unil snall notl exceed 40 acres. plus an acreage iQierance not o exceed ten per ce
i {10 ) of 540 acres. wnen created for the purpose of

producing oil thereirom and 640 acres, pius ®n acrrave toierance AOL to excerd len per cent
producing ras. condensale or any combination of such sinerais therefrom: proviged. however. if the maximum drifling or production unst fdxed or aliowed by the

recuistory authority, Federal or State. having jurisdiction in tne premises, a3 3 basis {or the deveiopmen: and operation of or ihe droduction {rom the deid in whien
ihe sbove Gescribed land is located, be more or jess than said maumum. {hen. in cither Juch evenl, eacn such unti created hereunder shall not exceed the maximmum
30 prescribed or permitied 3nd in force in the fieid al the lime sucn unit is created. As to each such unit 50 created by lessec. there snall be aliocated to the acreace
covered by this lease. and inctuded in 1be pooied umiL such poruion of tne production from said unit as the numoer of acres oul of his lease diaced in ary such un:l
3s such unit from time to lifme may be constituted. bears (0 Lne totai number of acres included in such unil and lessor acrees to accent and saall receive the royai-
ties (shut-in aor other kindl eisewnere specifed in this lease, based upon the pProquction 30 allocated to this lease or the procecds idereirom. The commencement,
drilling, compietion of. reworiing of or production frem a weil on any porton of the unit created hereunder snall have the same ctfect upon tne teems of this iease
as il 2 well were commenced. drilled. comnieted, reworked or proqucing on the land embraced by this lease. Lesser may place and use on each unit created hereunder

: sranted. thee lessee snall

common measuring and reworking tanks for production from suca unit. If lessee GOcs create any such unit or units under the rizhis herein
execute in writing and record in the countly O counties in which each such unit of unils created hercunder may be located an tnitrument identifying and describing

esca such unit or unIts 30 created, The Gevelonment of and production {rom esch such unit shall be in accordance with the vaiid orders. rules and revuiations of ine
Iswlul authority, ecither Federal or Staie. having jurisdiction in the nremises. Any such unit crested by lexsee in sccordance with the terms hereof may be reiensed
and dissoived by lessee DY & feicase filed {Or record in the county Or counties in which such unit is Jocated at any tme alter the comaletion of 3 dry hote or the crisa-
ton of aroduction on such umt The provisions of this paracraph shall be construed s a covenant running with the land and shall inure to the benefit of and be bind.
inT upon the parties nereto. their heirs. lecal rencesentatives, succeasors and asmcha

5. 1l at the expirxzion of the primary term. oil. cas. or other mineral ia not being produced on said land, or {rom land pooied therewith. but Lesser is thern
encaced in dnifling or reworking operacions thereva, or snall have compieted a dry hoie therean within 90 daye prior 10 the end of tac primary term, the lease shal)
cemuint in force 30 loni as overations on anid well oc for drilline or reworkinge of any additional well are prosecuted wilh no ces-ation of more than 20 consetuiive
days. and if they resuit in the proniuction of oil. xas or other mineral. o lonw therenfter as oil, was. or other mineral is produced from said land, or from land Dooied
therewsth. £, alter the cxpiration of the primary term of this lease and after oil. a3, or other minerai is produced {rom said iand, or from land pooled therswith. the
droduetion therral should crase [rom any chuse. this ienre snail not terminate il Learre commences ouverations for drilling or reworking wilhin 90 days aiter the
cessntion of such production, but shsil remain in force and eifect $0 lonw as such O(erstions are proseculed with no cessation of more Lthan 30 consecuuve daya,
and if they resuit in the production of oil. £as. or other mineral. so lonw therealler as oil, was, or other mineral iy produced (rom smid land, or {rom land pnoowed!
therewith. In the event a weil or wells producing 0il or was in Dayine quantities should be broucnt in on adjucent land and within 200 feet of and draininge the leased
Sremises or land pooied therrwith. Lessee surees to drill such orfser well or weiis 33 a reasonubly prudent operatoc wouid drill under the same or simiiar circumstances.

6. Lessce shall have free use of oil. zas. and water from said land, excent water from lessor's weils and tanks. for all operations hereunder. including renressur-
ing. pressure maintenance. cyciing, snd secondary recovery operations. and the royaity shall be camputed after devucting any s used. Lenxee snall have tne ricnt at
any ume during or after the exviration of this lemse to remove ail property and fixtures piaced by lessee 0n 1aid iand. inciuding e rirht to Jdraw and remove all
casine. When required by irasor. lessee will bury 3l proe lincs briow ordinary piow denth, and npo well 3nall be dniled withia two hundred feet {200 (L) of any
ressdence Oc barn now on aawd land without lessor’s conasent.

The rights of either party herrunder may be assicned in whoie or in part and the provisions hereol anall extend 10 the heirs, exXecutOrs. Aadminisirators, sue-
land. fentals Of royaitica, however accompiianed. snall operate to enlarce the obligations or dimin-

.
cessors, snd assivns, but no chanue or division in owanershiy of the
ish the ricnts of lessee. NO suUch cAanve of division in the ownersnip of the land. rentais or roynities 3hail be bindiny upun iessew for any purpose uatil sueh perion
acquIring any interest has {urnished lenser with (he instrument or jnstruments. Or ceritfied copies thervol., constitutine his chain of title from the ocwinal lessor. An
assicnment af s lease. in whole or tn part. shall. to the extent of such asswnment. relieve and discharve lessee of any oblivations brreunder. and, 1Y lessee or
assecnes ol parl or purts hereof shall [ail 10 comunly with any provision of the lemse, such defauit sball not atfect this lense in >0 (ar as it ¢covers a par: of said lanas
upon wnich lesner 0f any sssicnce thereol shall not be in defauit. Shouid more than six unrties become entitied to royalties Dereunder. Lessee may require the appoini-

ment ol & singie avent Lo receive payment for all and may witnhhoid payment untii such appointment fhns been mnoe.
3. When drilling or other operations are deinyemi or 1nterrypted by storm. RAomd. or other act of God. fire. war, redellion. insurrection. riol. strikes. ditlerences

h werimen. or failure of carriers to tranaport or furnish f{acilities for transporiation. or as 3 reswit of some order. requisition or necessity of the Fovernment. of
the tieme of sucn deiny ar intecruntion snail not be counted acainst lessee. 3nyiding in this lease
Esecuytrve orders. rules or reguiations

is prevented by, or if sucn

a1 a resuit of sny cause wnatsoever beyonu the control ol the frasec, 10 R
to the conirary notwithsianding. All eapeess or imudied covrnants of s ieare snall he subject to all Federai and State laws,

and this lease snall not te lerminated. in whole or in PRet. nur lesser heidd linble in damuces for failuce to compiy \hrrewigh il cprpolianu r
ruie or rexuintion. And il {rom such cause lesser is preventad from conducting drilling or reworking operaliohs On, or

the time while Jesnee is 50 prevented snall not be counted awainst lessee, and this Jease shall be

fariure is the result of, any suca law, order.
or producing oil or was from,

producing 0il o¢ ¥as (rom, the ieased Dremises or lnnd rooivd therewsth, ! e
extendenl [or a Deriod of Lime equail to that during which such fessce 15 30 prevented {rom conducting drilling or reworkinge operalions oa.

auch leased premises or tand pooied therewith. notwithstanding any other provision hereol.

3. The breacn by lessee ol any oblivmtion arisinye hereunder shall not work a forfriture or termination of this lease nor cause a lermination or reversion of
the estate created hereby moc be yxrounds [or emncetlation hereofl in wnole or in part. [n the event lexsor considers that op-ration: are nol at any Lme being conductend
in compliance with thiy lense, lesmor shall notify lesree in writing of the facts reiimd upon as constitutiav a breach ncfm(. and leswee, if itn d_elaulx. snatl bave snixty

instrument., After the discovery of oil. was or

days after receint of such notice in =hich 1o commence the comotance =1th the oblivsiions imuosed by virtue of this ¥ f ¢
ther Punernl in Paying quantities on said premises, lessce shall ressonabdiy develop the acreaxe retained Nereunder, but in discaarvias this oblivation it shall in no
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EXHIBIT "B"
Page 2 . SO L e

event be required (o drill more tham one weil per Dr1y 13Us aerves ol the area Frimsnml Nefrunuer and taiadie of PRNUAIAC O I8 aYIRY guattities and one wmell gmr
$40 acres Dius sn acreane loicrance not to excerd 1077 of €40 acres of the area retasned heceunder and cmpadie of Prouucing £as OF olher Minerals N PayIng QuanliUes.
10. Lessor heredy warrants and agrees to detend the titie to said land, and avrees that leseme. sl it> option, may discharre any tax, mortcace, or other lien urer

said land. and in the evenl lessee does so0. It ah3ll t= 30browated to wuch hen - the ciwnt to u\(_ouv same and Alupl, royallies accruing hereunaer tnward satisiying
same. Without imparrment of Jessee’s richHils under the warranty in the event of failiure of title, it s acrenl thnt, il lessor owns an interest an raud land less than the
e paid lessor 3nsll be reduced nroporunnately ; should any one or more of the parties named above ax lessors fajl 1o

entire fee simpie estate. then the royaltier to

eaecute “his lease. it anail nevertheiess be binding uPan e party or Darlses execuling the same,
11. Lesser. ita/his suecessors and assiwns, shail Rave the riwht xt any time to surrender this lemse in --noif or in rart. to leasor or his heirs and assicns by

delive 1Ag OF M8ilING 2 retease thereol 10 the lessor, or by placing A reiease therenl ol record tn the countly In which 2aid land s situated; thereunon lessee anall be

relieved f{rom all obiigations, expressed or implied, of this agrvement as o Lhe acresge =0 surrendered,

IN WITNESS WHEREQF. we nign the day and yeac Arsl sbove written.

WITNESSES:

SINGLE ACBNOWLEDGMENT

Al
THE ST‘A‘TE OF TEXAS‘ : BEFORE ME, the undersigned, 2 Notary Public,
COUNTY OF

in and for said County, Texas, on this day personally appesred

subscribed to the foregoing instrument, 2nd acknowledged to

known te me to be the person.__whose name
me that__he. _executed the same jor the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, This day of ADo1s___

SINGLE ACENOWLEDGMENT N

.F‘ . ‘
THE STATE OF TEXAS, BETFQRT ME, the undersigned, a Notary Public,
COUNTY OF

in and for said Couaty, Texas, on this day personslly appeared

subscrived io the foregoing insirument, and acknowiedged 1o

known to me to be Lthe person___wnase name
me that__he__executed the same for the purposes and consideralion thzrein expressed.
GIVZN UNDER MY HAND AND SZAL OF OFFICE, This gay of i AD.oxe_

(L.5.)

CORPORATION ACENOWLEDGMENT

EOIIUETgTOi}TE OF TEXAS’ TTFORZ ME, the undersigned, 2 Notary Public,

in and for said County, Texas, on this day personally appeared

known to me to be the person and offcer
instrument and acknowiedged 1o me that the same was the act of the said

wnose name is subscribed to tne ioregoing

a corporation, and that he executed the same as the act of such corporation for the purposes and consideration therein
expressec, and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFTFICE, This day of AD.o1o____

(L.S)

Deputy,

ASE

..‘
-t
—

.County, Texns.
Counly Clerk.

clock. e Mo, nnd duly recorded In
When recorded return lo
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COPAS - 1984 - ONDHOXE
Recommended by the Council
KeaflBT 601 ' BOX 800 of Petroleum Accountants

— [0PR-

EXHIBIT “ cm

‘%mMMﬁ&oﬁﬁrmMGapamof that gertain Operating Agreement dated October 1, 1989
y an etween OQS Operating Company, Inc., as Operator, and O'Brien Goins
Simpson Exploration Company, et al, as Non-Operators, covering the Bluitt
Prospect in Roosevelt County, New Mexico. (NMO15) {(Seciton 15: N/2}

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached. .

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

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera-
tions and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

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

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2.  Statement and Billings

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

3. Advances and Payments by Non-Operators

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation within fifteen (15) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proportion of all bills within fifteen {(15) days after receipt. If %ayment is not made

. withig su‘gh ti,née1 theémpaid balance shall bear interest monthly at the prime rate in effect atEF1rst City

National Bank of Midland, TexXasn the first day of the month in which delinquency oceurs plus 1% or the maximum

contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.

NM015 BluittSec. 15: 'N/2 -1- | 85




fiy

5. Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera-
tor's accounts and records relating to the Joint Account for anv calendar year within the twenty-inur (24) menth
period following the end of such calendar vear; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
I. Where there are two or more Non-Operators, the Non-Operators shail make every reasonabie effort to conduct a
joint audit in a manner which will result in 2 minimum of inconvenience to the Operator. Operator shall bear no por-
tion ef the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each 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.

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

6. Approval By Non-Operators

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

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

1. Ecologxcal and Environmental

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

2. Rentals and Royalties

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

3. Labor

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

(2) Salaries of First Level Supervisors K XBeX®KX employed in connection with the Joint

Prop erzy
(3) Salaries and wages of Technical Emp]oyees directly employed on the Joint Property if such charges are excluded

from the overhead rates.:

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

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

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

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Jomt Account under Paragraph
3A of this Section II. - -

4. Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost chargeable to the Joint

Account under Paragraphs 3A and 3B of this Section 1I shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies. )

5. Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. 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 efficient and economical operations. The accumulation of surplus stocks shall be avoided.

6. Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A. 1If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.
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10.
“A.

11.

12.

13.

14.

15.

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available
when the actual charge is $400 or Jess excluding accessorial charges. The $400 will be adjusted to the amount most
recently recommended by the Council of Petroleum Accountants Societies.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section III. The cost of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense,
msurance taxes, deprec:atmn and interest on gross investment less accumulated depreciation not to exceed
_J_l'_l__.V___ percent (80 . 0 %) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

B. In lieu of charges in paragraph 8A above, Operator may elect to use average commercial rates prevailing in the immedi-
ate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates published by the
Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator’s gross negligence or
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Operator.

Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and

. amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect

or recover the Joint Property, except that no charge for services of Operator’s legal staff or fees or expense of outside attor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the
overhead provisions of Section III unless otherwise agreed to by the Parties, except as provided in Section I, Paragraph
3.

Expenses incurred by Operator in representing the joint property at hear-

ggg(n:proceedlngsbeforestatecn:federalregulatoryor adminstrative agenci
e

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo-
rem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

Insurance

Net. premxums pald for insurance reqmred to be carrled for the Jomt Operatlons for the protectlon of the Parties. }n—t-he

Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authority.

Communications
Cost of acquiring. leasing, installing, operating, repairing and maintaining communication systems, including radio and

microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section 11.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11, or in Section I1I and which
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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II1. OVERHEAD

Overhead - Drilling and Producing Operations

L.

iil.

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

( X) Fixed Rate Basis, Paragraph 1A, or

(—Percentape-Basis; Parasraph15-

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A, Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

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

( X) shall not be covered by the overhead rates.

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

A

" L T 1 3 % I WS 3 1 tag o
U/ Shaii DECOVerect Dy te Over e a1 ates-ot

( X) 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 $ _3000.00
(Prorated for less than a full month)
Producing Well Rate $ .300.00
(2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other 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
more consecutive calendar days.

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

(b) Producing Well Rates

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

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

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be considered as a one-well charge providing the gas well is directly connected to 2 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) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow-
able, transferred allowable, etc.) shall not qualify for an overhead charge.

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

tH€
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under Paragiph 10 of Section II and all salvage credits.
(b) Operating

Percent ( %) of the cost of operating the Joint Property-exclusive of costs provided under
Paragraphs 2 and 10 of Section II, all salvage credits, the value of injetled substances purchased for secondary
recovery and all taxes and assessments which are levied, assesSed and paid upon the mineral interest in and
to the Joint Property.

(2) Application of Overhead - Percentage Basj all be as follows:

2. Overhead - Major Constiruction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint
Account for overhead based on the following rates for any Major Construction project in excess of $25,.000.00 :

A. 3.0 9%of first $100,000 or total cost if less, plus

B. _2_._0___ % of cbsts in excess of $100,000 but less than $1,000,000, plus

c. 1.0 0 _ % of costs in excess of $1,000,000. '

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single

project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded.

3. Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates: .-

A.__3-0_ 9%of total costs through $100,000; plus ~
2.0 %of total costs in excess of $100,000 but less than $1,000,000; plus
C. __l._g__ % of total costs in excess of $1,000,000. .

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi-
sions of this Section III shall apply. :

4, Amendment of Rates

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

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and eredits for all Material move-
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator’s
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders.
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.

1. Purchases
Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of

Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

2. Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:
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P;. New Material (Condition A)

(1) Tubular Goods Cther than Line Pipe
{a) Tupular goods, except line pipe, shall be priced at the current new
price in effect on date of movement cn a maximum carload or barge
load weight basis, regardless of guantity transferred, equalized to
the lowest published price f.o.b. railway receiving point or
recognized barge terminal nearest the Joint Property where such
Material is normally available.

(2, Line Pipe .
(a) Movement of less than 30,000 pounds shall be priced at the
currept new price, in effect at date of movement, as listed by
a rel%ablg supply store nearest the Joint Property where such
Material is normally available.

(b) Movement of 30,000 pounds or more shall be priced under provisions
of tubular goods pricing in Paragraph 2A (1) of this Section IV.

(3) Other Material shall be priced 2t the current new price, in effect at date of movement, zs listed by 2 refiadie suppiy
store nearest the Jaint Proper:y, or peinl of manufacture, plus transportation costs, if applicable, to the raitway
receiving point nearest the Joint Property.

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new
price, in eifect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of

manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

B. Good Used Material {Condition B)

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

(1) Material moved to the Joint Property

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

(2) Material used on and moved from the Joint Property

(a) At seventy-five percent (73%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as new Material or -

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

(2) Material not used on 2nd moved from the Joint Property
At seventy-five percent {(75%) of current new price as determined by Paragraph A. L

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

C. Other Used Material

(1) Condition C

Material which is not in scund and serviceable condition and not suitzble for its original function until after recon-
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of
reconditioning shall be charged to the receiving property, provided Condition C value pius cost of reconditioning

does not exceed Condition B value.
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{2) Cordition D

Material, excluding junk, no longer suitable for 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 Material under procedures
normally used by Operator without prior approval of Non-Operators.

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

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

{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-Operators.

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material is not
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties.
Such price should result in the Joint Account being charged with the value of the service rendered by such Material.

~

P

Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
_.point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Secticn I1I, Paragraph 1.A(3). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

(2) Material involving erection costs shall be charged at apphcable percentage of the current knocked-down price of
new Material.

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within
ten days afier receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator.

Warranty of Material Furnished By Operétor

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

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Material.

1.

NMO15 Bluitt Prospect

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take 1nventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that

‘Non-Operators may be represented when any inventory is taken. Failure of Non- Operators to be represented at an inven-

tory shall bind Non-Operators to accept the inventory taken by Operator.
Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property.
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change
of Operator, all Parties shall be governed by such inventory.

Expense of Conducting Inventories

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

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.
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EXHIBIT "D"

Attached to and made a part of that certain Operating Agreement dated

October 1, 1989, by and between OGS Operating Company, Inc., as Operator,
and O'Brien Goins Simpson Exploration Company, et al, as Non-Operators,

covering the Bluitt Prospect, Roosevelt County, New Mexico. (NMO15)

At all times during the conducting of operations hereunder, Operator shall
maintain in force the following insurance:

A.

Worker's Compensation to satisfy the requirements of any State or Federal
Worker's Compensation Act applicable to operations conducted by the Opera-
tor for the Joint Account, including Employer's Liability Insurance, with
limits sufficient to satisfy the underlying insurance requirements of the
Umbrella Excess Policy described in Paragraph D. of this Section.

Comprehensive General Liability, including Contractual Liability, for
bodily injury and property damage, with limits of liability not less than
$300,000.00 covering injury to or death of one person and not less than
$300,000.00 covering injury to or death of more than one person by reason
of one accident, and Property Damage Liability Insurance with limits of
not less than $100,000.00 for each accident and $100,000.00 in the aggre-
gate and sufficient to satisfy the underlying insurance requirements of
the Urnbrella Excess Policy described in Paragraph D. of this Section.

Comprehensive Automobile Liability, including liability arising out of
non-owned and hired cars, for bodily injury and property damage with
limits of 1liability sufficient to satisfy the underlying insurance re-
quirerents of the Umbrella Excess Policy described in Paragraph D. of this
Section.

Unbrella Excess Liability with a limit of $5 million.

Operator's Extra Expense -— Control of Well, as respects drilling, deepen-—
ing, or workover wells, including (1) the cost of control of a well in the
~event of a blowout; (2) Bodily Injury or Property Damage Liability caused
by pollution, seepage or contamination; (3) pollution cleanup; (4) extin-

- ‘guishing of an oil or gas well fire; and (5). redrilling/recompletion of

the well, with a limit of $3,000,000.00 for wells less than 10,000 feet in
depth and $5,000,000.00 for wells in excess of 10,000 feet in depth.

All premiums paid on such insurance shall ke charged to the Joint Account.
Except by mutual consent of the parties, no other insurance shall be maintained for
the Joint Account and all losses not covered by such insurance shall be charged to
the Joint Account.

The failure of the above described policies to cover any loss that may occur,
or the insolvency of the insurance carrier selected by the Operator, shall not be
éeemed negligence of the Operator or lack of due diligence upon the part of the

Operator.

In the event any insurance on this Exhibit is not available (or becomes un-
available) at reasonable premium rates in the judgement of the Operator, then the
Operator shall not be required to obtain or continue such insurance in force.

END CF EXHIBIT "D"
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EXHIBIT "E"

Attached to and made a part of that certain Operating Agreement dated
October 1, 1989, by and between OGS Operating Company, Inc., as Operator,
and O'Brien Goins Simpson Exploration Ccmpany, et al, as Non-Operators,
covering the Bluitt Prospect, Roosevelt County, New Mexico. (NMO15)

GAS STORAGE AND BALANCING AGREEMENT

(1) During the period cr periods when any party hereto has no market for, or its
purchaser is unable to take, or if any party fails to take, its share of gas
(such a party or parties called individually or collectively "underproduced
party"), the other party or parties (called individually or collectively "over-
produced party") shall be entitled to produce each month one hundred percent
(100%) of the allowable gas production assigned to the Unit Area by the appro-
priate governmmental entity having jurisdiction, and such overproduced party
shall have the right to take all of the share :of the underproduced party,
subject to the provisions hereof, until such underproduced party shall exercise
its rights to take its share of such gas production. = All parties hereto shall
share in -and own all the condensate .as. actually recovered at the surface in
accordance with their respective interests, but the overproduced party taking
all such gas may sell and deliver all such gas to its purchaser(s), subject to
the provisions hereof. Thereafter each underproduced party shall be credited
with gas in storage equal to its share of the gas procduced, less its share of
gas used in lease operations, vented or lost. Operator shall maintain a
current account of the gas balance between the parties and shall furnish all
parties hereto monthly statements showing the total quantity of gas produced,
used in lease operations, vented and/or lost, and the total quantity of

" condensate recovered.

(2) After notice to Operator and the overprocduced party, an underproduced party may
begin taking and/or delivering its share of the gas produced. In addition to
its share, each underproduced party, until it has recovered its gas in storage
and balanced its gas account, shall be entitled to take or deliver a volume of
gas equal to thirty-seven and one-half percent (37-1/2%) of the overproduced
party's share of gas produced. If "underproduced party' constitutes more than
one party entitled to the additional gas produced, such parties shall divide
~such additional gas in accordance with their shares of Unit participation.

{3) At all times while gas is produced from the Unit Area, each party shall make
appropriate settlement of all royalties, overriding royalty interests, and
other like payments for which it is responsible (referred to collectively as

- "royalty") as if each party were actually. taking-or-delivering to a purchaser
its share, and its share only, of such gas production, provided that during any
period of imbalance, the overproduced party shall remit to the underproduced
party the royalty share of production proceeds of the underbalanced party's
Unit share of gas being taken by the overproduced party. In lieu of making
payment of such royalty share of proceeds to the underproduced party, the
overproduced party may, if it so elects, make payment directly to the rovalty
cwners of the underproduced party.

(4) - Each party producing and/or delivering gas to its purchaser(s) shall pay any
‘and all production taxes due on such gas.

(5) Wwhen the gas sales from a reservoir in a gas well permanently cease, Operator
shall be responsible for determining the final ‘account of underproduction and
cverproduction. = Fach overproduced party shall compensate each underproduced

- party in -accordance with said accounting with -a sum of money equal to the
~amount actually received from the sale of underproduced party's share of gas by
~such overproduced party during each period of overproduction not theretofore
recovered by underproduced party pursuant to Paragraph (2) above, less applica-
kle taxes, on a cumlative basis. Payment for such overproduction shall be in

- the order of accrual with actual recovery of underproduced gas by underproduced
party prior to such cessation of production being accounted for as to storage
and withdrawal on a first in - first out basis. If such overproduced party has
paid the royalties attributable to such overproduction, the amount of such
royalties shall be deducted from such payment.

NMO15 Bluitt Sec. 15: N/2
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EXHIBIT "E"

(6) The provisions of this agreement shall be separately applicable to each well
and each reservoir within each well to the end that production from one reser-
voir in a gas well may not be utilized for the purpose of balancing underpro-
duction from otlher reservoirs or gas wells.

(7) Nothing herein contained shall change or affect each party's adbligation to pay
its proportionate share of all costs and liabilities incurred in joint op-
erations as its share thereof is set forth in the above described Operating
Agreement.

END OF EXHIBIT "E"
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EXHIBIT "F"

Attached to and made a part of that certain Operating Agreement dated
October 1, 1989, by and between OGS Operating Company, Inc., as Operator,
and O'Brien Goins Simpscn Exploraticn Company, et al, as Non—-Operators,

covering the Bluitt Prospect, Roosevelt County, New Mexico. (NMO15)

EQUAL EMPLOYMENT CPPORTUNITY PROVISION

During the performance of this contract, the COperator agrees as follows:

1)  The Operator will not “discriminate against any employee or applicant for
employment because of race, color, religion, sex or national origin. The
Operator will take affirmative action to ensure that applicants are
employed and that employees are treated during employment, without regard
to their race, color, religion, sex or national origin. Such action shall
include, but not be limited to the following: Employment, upgrading,
“demotion,  or transfer, recruitment or recruitment advertising; layoff or
termination; rates of pay or other form of compensation; and selection for
“training including apprenticeship. The Operator agrees to post in con-
spicuous places, available to employees and applicants for employment
notices to be provided for the contracting officer setting forth the
provision of this non-discrimination clause.

2) The Operator will, in all solicitations or advertisements for employees

"~ placed by or on behalf of the Operator, state that all qualified appli-

cants will receive consideration for employment without regard to race,
color, religion, sex or national origin.

3) The Operator will send to each labor union. or representative of workers
with which it has a collective bargaining agreement or other contract or
understanding, a notice to be provided by the agency contracting officer,
advising the labor union or workers' representative of the Operator's
commitments under Secticon 202 of Executive Order No. 11246 of September
24, 1965, and shall post copies of the notice in conspicuous places

- available to employees-and applicants for employment.

4) The Cperator will ccmply with all provisions of Executive Order No. 11246
of September 24, 1965, and the rules, requlations, and relevant orders of
the Secretary of Labor.

5) The Operator-will furnish all information and reports required by Execu-
tive Order No. 11246 of September 24, 1965, and by the rules, regulations
and orders of the Secretary of. Labor, or pursuant thereto, and will permit
access to its books, records, and accounts by the contracting agency and
the ‘Secretary -of Labor for purposes of investigation to ascertain compli-
ance with such rules, regulations and orders.

6) In the event of Operator's non-compliance with the non-discrimination
: clauses of this contract or with any such rules, regulations, or orders,,
~~this -contract may:be cancelled, terminated or: suspended in whole or in
part and the Operator may be declared ineligible for further Government
contracts in accordance with procedures authorized in Executive Order No.
11246 of September 24, 1965, and such other sanctions may be imposed and
-~ remedies invoked as provided in Executive Order No. 11246 of September 24,
1965, -or by rules,  regulations; or order of the Secretary of Labor, or as

.- . _ . ..otherwise provided by law.

~7).. The Operator will include-the provisions of paragraph (1) through (7) in
.--every- subcontract or. purchase order unless exempted by rules, regqulations,
or orders.of the Secretary of Labor issued pursuant to Section 204 of
" Executive Order No. 11246 of September 24, 1965, so that such provisions
- will-be binding-upon each subcontract or vendor: The Operator will take
such action with respect to any subcontract or purchase order as the
contracting agency may direct as a means of -enforcing such provisions
including sanctions for non-campliance: Provided, however that in the
event the Operator becames involved in, or is threatened with, litigation
with a subcontractor or vendor as a result of such direction by the
contracting agency, the Operator may request the United States to enter
into such litigation to protect the interests of the United States.

NMO1S Bluitt Sec. 15: N/2
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EXHIBIT "F"

Operator acknowledges that it may be required to file Standard Form 100 (EEO-1)
promulgated jointly by the Office of Federal Contract Compliance, the Equal Employ-
ment Cpportunity Cammission and Plans for Progress with the appropriate agency
within thirty (30) days of the date of contract award if such repcrt has not been
filed for the current year and otherwise comply with or file such other campliance
reports as may be required under Executive Order No. 11246, as amended, and Rules
and Requlations adopted thereunder.

Operator further acknowledges that it may be required to develop a written
affirmative action compliance program as required by the Rules and Regulations
approved by the Secretary of Labor under authority of Executive Order No. 11246 and
supply Non-Operators with a copy of such program if they so request.

CERTTFICATION OF NON-SEGREGATED FACILITIES

Operator assures Non-Operators that it does not and will not maintain or
provide for :its employees any segregated facilities at any of its establishments,
and that it does not and will not permit its employees to perform their services at
any location, under its control, where segregated facilities are maintained. For
this purpose, it is understood that the phrase "segregated facilities" includes
facilities which are in fact segregated on basis of race, color, religion or national
origin, because of habit, local custom or otherwise. It is further understccod and
agreed that maintaining or providing segregated facilities for its employees or
permitting its employees to perform their services at any location under its control
where segregated facilities are maintained is a violation of the equal opportunity
clause required by Executive Order No. 11246 of September 24, 1965.

-+ Operator further understands and agrees that a breach of the assurance herein
‘contained subjects it to the provisions..of the Order at 41 CFR Chapter 60 the The
Secretary of labor dated May 21, 1968, and the provisions of the equal opportunity
clause enumerated contracts between the United States of America and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or fraudulent
representation may be liable to criminal prosecution under 18 U.S.C. 1001.

END OF EXHIBIT “F"
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EXHIBIT "1"

Attached to and made a part of that certain Operating Agreement dated
October 1, 1989, by and between OGS Operating Company, Inz., as Operator,
ard O'Brien Goins Simpson Exploration Company, et al, as Nen-Operators,
covering the Bluitt Prospect, Rrosevelt County, New Mexico. (NMO15)

MEMORANDUM OF OPERATTNG AGREEMENT
STATE OF NEW MEXICO s
COUNTY OF ROOSEVELT s

Feference is made to that certain Model Form Operating Agreement, A,A.P.L,

Form 610-1982, dated the 1st day of Octcber, 1989, wherein OGS Operating Company,

Inc., whose address is 550 W. Texas, Suite 1140, Midland, Texas 79701, is named

" Operator, and each of the undersigned is named as a Non-Operator, covering the

Contract Area consisting of lands located in Roosevelt County, New Mexico, more
particularly described on Exhibit "1-A" attached hereto and made a part hereof.

The terms and provisions of the referenced Operating Agreement are incor-
porated in and made a part hereof. Article VII. B. and Article XV. D. of the
referenced Operating Agreement grants to Operator and to Non-Cperators a lien
upon each party's oil and gas rights in the Contract Area and a security interest
in each party's interest in oil and/cr gas when produced, accounts, proceeds,
contract rights, fixtures and personal property and equipment now or hereafter

- used to secure payment of each party's share of expenses; together with interest,

. for the development and operation of the Contract Area. Oil and/or gas or
accounts will be financed at the wellhead located on the lands described in
Exhibit "1-A"., This instrurent shall be deemed a Financing Statement.

This instrument is intended to give notice to third parties of the respec—
tive rights of each of the parties hereto under the referenced Operating Agree-
‘ment ~and the rights. of.each party to undivided interests in the oil and gas

e s-rights  in-.the-Contract Area,. notwithstanding-:the.fact that the real estate

records of the county where the lands described in Exhibit "1-A" are located show
different rights than are reflected hereby. '

A fully-executed copy of the -above-described Operating Agreement is avail-
"~ able.in the offices of Operator at.the address shown above.

Each of the undersigned Non-Operators agrees, at Operator's request, to join
Operator in executing one or more copies of this instrument at any time and from
time to time whenever filing or recording this instrument is deemed by Operator
to be necessary or desirable.

. This instrument may.be executed in multiple counterparts by each of the
_.undersigned, and Operator is hereby authorized- to assemble such counterparts into
ore docurent.

DATED and effective as of the date of the above-described Operating Agree-—
ment.

OGS OPERATING COMPANY, INC.

" Tham O'Brien

Vice-President
STATE CF TEXAS S
COUNTY COF MIDLAND §
This instrument was acknowledged before me on the day of

, 1989, by Thom O'Brien as Vice-President of OGS
Operating Company, Inc., a Texas corporation, on behalf of said corporation.

NOTARY PUBRLIC
STATE OF TEXAS
MMO15 Bluitt Sec. 15: N/2



SIGNATURE PAGE to that certain Memorandum of Operating Agreement dated
October 1, 1989 by and between OGS Operating Company, Inc., as
Operator, and O'Brien Goins Simpson Exploration Company, et al, as
Non-Operators covering the Bluitt Prospect, Roosevelt County, New
Mexico. (NMO15)

NON-OPERATORS

STATE, OF TEXAS §
COUNTY OF MIDLAND §
This instrument was acknowledged before me on day of

, 1989 by Michael W. Gates.

Notary Public for the State of
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