MERIDIAN OIL INC.
CASE 9750
OCTOBER 4, 1989
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KELLAHIN, KELLAHIN and AUBREY

Attorneys at Law
Telephone 982-4285

W. Thomas Kellahin . El Patio -117 North Guadalupe Area Code 505
Karen Aubrey Post Office Box 2265 Fax: 505/982-2047
Tavon Kellahin Santa Fé, New Mexico 87504-2265
Ot Counsel
September 12, 1989 §
L
HAND-DELIVERED RECEIVEp :
Mr. William LeMay SEP 12 1999
0il Conservation Division 0l
Post Office Box 2088 ‘ o L CoNsERvaTioN Divis
Santa Fe, New Mexico 87504 j 10N

Re: First Amended Application of Meridian 0il, Inc.
for Compulsory Pooling,
Well Name: Allison Unit Well No. 135
San Juan County, New Mexlico

Dear Mr. LeMay:

On behalf of Meridian 0il, Inc. please find enclosed
our First Amended Application for Compulsory Pooling which
we would request be set for hearing on the next available
Examiner's docket now scheduled for October 4, 1989. This
amends our application heard at the Examiner's hearing held
on September 6, 1989.

By copy of this letter to all parties to be pooled, we
are notifying them by certified mail, return-receipt re-
quested, that they have the right to appear at the hearing,
to make a statement to the Division, to present evidence and
cross—-examine witnesses either in support of or in opposi-
tion to the application. In addition, they are advised that
the entry of a Compulsory Pooling Order will affect their
rights to share in the production from the subject well.

Very truly vours,

%

W. Thomas

WTK/lw
Encl. .

cc: ¥ Mr. Alan Alexander - Federal Express
- Mr. Owen Lopez, Esq. - Federal Express
P.O. Drawer 2068
Santa Fe, New Mexico 87501

Certified Mail Return-Receipt all parties listed on Exhibit
"A" of the Application, w/encl.



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARIMENT

OIL CONSERVATION DIVISION RECEIVED

SEP 12 1989

IN THE MATTER OF THE APPLICATION OF
OIL CONSERVATION DIViSIoN

MERIDIAN OIL, INC.
FOR COMPULSORY POOLING
SAN JUAN COUNTY, NEW MEXICO

CASE NO. 9750

"FIRST AMENDETD
APPLICATTION

COMES NOW, MERIDIAN OIL, INC., by and through its attorneys,
Kellahin, Kellahin & Aubrey and in accordance with Section 70-2-
17(c) NMSA (1978) applies to the New Mexico 611 Conservation
Division for an order pooling all mineral interest in the Basin
Fruitland Coal Gas Pool underlying the W/2 of Section 9, T32N,
R6W, San Juan County, New Mexico. The above described unit is to

be dedicated to its Allison Unit Well #135 to be drilled at stan-

dard well location in said Section 9, and in support thereof
would show:

1. 'Applicant is the operator of the Allison Unit which is a
majority working interest owner in the proposed spacing
and prbration unit.

2. Applicant desires to drill a well at a standard loca-

tion 900*' FSL and 1490' FWL of Section 9, T32N, R6W.

v,



3. Applicant amends its appiication to delete the acreage
described in Case 9750 on Docket 26-89 as a non-
standard spacing unit consisting of 317.51 acres, more
or less, being the Lots 1 and 2, SE/4NE/4 and E/2SE/4
of Section 8 and SW/4 of Section 9 and substituting
therefore the W/2 of Section 9 consisting ;f 278.2
acres which is a standard spacing unit pursuant to Rule-
5 of the pool rules.

4. ‘Applicant has sought a voluntary agreement with all
thosé.parties shown on Exhibit "A"‘for the formation of
appropriate spacing unit for the drilling of the sub-
ject well, but has been unable to obtain a voluntary
agreement. .

5. Pursuant to the Division notice requirements, applicant
has notified all those parties shown on Exhibit "A" of
this application for compulsory pooling and the
Applicant's request for a hearing before the Division

to be set on October 4, 1989.

6. In order to obtain its just and eguitable share of the
potential production wunderlying the above tract, Ap-
plicant needs an ofder pooling the mineral interest in-
volved in order to protect Applicant's correlative
rights and prevent waste.

WHEREFORE, Applicant prays that this application be set for

hearing before the Division's duly appointed examiner, and that

after notice and hearing as required by law, the Division enter



its order pooling the mineral interest described herein. Ap-
plicant further prays that it be named operator of the well, and
that the order make provisions for Applicant to recover out of
production its consists of drilling, completing and equipping the
subject well, costs of operation, including costs of supervision,
and a risk factor in the amount of 150% for the drilling and com-
pleﬁing of the well, for such other and further relief as may be

proper.

Respectfully submitted,

W. Thomas Keldahin

Kellahin, Kellahin & Aubrey
Post Office Box 2265
Santa Fe, New Mexico 87504

(505) 982-4285



EXHIBIT "A"

Attached to and made a part of that certain Operating Agreement dated
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and
Non-Operators.

I. LANDS SUBJECT TO OPERATING AGREEMENT:

Township 32 North, Range 6 West

Section 9: SW/4, S/2 NW/4, Lots 3, 4
Containing 278.20 acres, more or less

II. RESTRICTIONS, IF ANY, AS TO DEPTHS OR FORMATIONS:

This Agreement shall cover only the Fruitland Coal formation.

I1I. ADDRESSES AND PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO
THIS AGREEMENT:

El Paso Natural Gas Company Operator
c/o Land Department

Meridian 0il Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

Allison Unit Working Interest Owners 25.161754%
c/o0 Land Department

Meridian 11 Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

Southland Royalty Company 3.594536%
c/0 Land Department

Meridian 0il Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

*T, H. McElvain 0il and Gas Properties 55.934941%
220 Shelby Street

P.0. Box 2148

Santa Fe, New Mexico 87504-2148

*Richmond-Hogue 011 and Gas Company
2651 North Harwood, Suite 360
Dallas, Texas 75201

Judy G. Zweiback 1.797268%
9008 Pacific
Omaha, NE 68114

Myrna G. Raffkind 1.797268%
3800 Danbury
Amarillo, TX 79109

Barbara Ann Witten 3.594536%
535 East 86th Street
New York, NY 10028

Robert C. Witten 3.594536%
535 East 86th Street
New York, NY 10028

Vicki Mizel 0.898634%

101 West Broadway, #1300
San Diego, CA 92101

*Subject to Farmout Agreement with Richmond-Hogue 0il and Gas Company



EXHIBIT "A" (CONTINUED)

ADDRESSES AND_ PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO

THIS AGREEMENT (CONT

INUED):

Gary Dean Mizel

c/o Pamela Staeck
3801 East Florida Av
Denver, CO 80210

Steven Mayer Mizel
c/o Kaufmann Alsberg
20 Broad Street

27th Floor

New York, NY 10005

Larry Mizel

3600 Yosemite Street
Suite 1040

Denver, CO 80281

Lance Brewster Reems
57 Edgecroft Road #A
Kensington, Californ

Malcolm E. Smith
803 S. Edgefield Ave
Dallas, Texas 7520

Jessie Mae Wakeland
603 W. Peter Smith
Fort Worth, Texas 7

Edgar John Layland
102 Hutchunson Drive
Smyrna, Tennessee

e., #605

& Co.

tma

ia 94707

8

6104

37167

0.898634%

0.898634%

0.898634%

0.336988%

0.449317%

0.112329%

0.031991%



Exhibit 2
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MERIDIAN OIL

September 12, 1989

Malcolm E. Smith
803 S. Edgefield Ave.
Dallas, Texas 75208

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Smith:

By letter dated August 15, 1989, Meridian 0il Inec. (on behalf of El1 Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6~W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S$/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Oil Inc., 3535 East 30th St.. P.O. Box 4289, Farmington. New Mexico 87499-4289. Telephone 505-327-0251



Malcolm E. Smith

—2—

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma

Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* A1]1 Allison W.I. owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

N Moo

Alan Alexander
Senior Land Advisor

Allison Unit, 3.0

cc: Allison Unit W.I.

Owners: Letter only

Agreed this day of

expenditures therefor.

BY:

Your early consideration

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

TITLE:

COMPANY ¢




MERIDIAN OIL

September 12, 1989

Jessie Mae Wakeland
603 W. Peter Smith
Fort Worth, Texas 76104

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 RW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Wakeland:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil Inc., 3535 East 30th St.. P.O. Box 4289. Farmington. New Mexico 87499-4289, Telephone 505-327-0251



Jessie Mae Wakeland

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma

Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* All Allison W.I. owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

oo Nfednec

Alan Alexander
Senior Land Advisor

Allison Unit, 3.0

cc:

Allison Unit W.I. Owners:

Letter only

Agreed this day of

expenditures therefor.

Your early consideration

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned’'s proportionate share of all actual

TITLE:

COMPANY :




MERIDIAN OIL

September 12, 1989

Mr. Edgar John Layland
102 Hutchunson Drive
Smyrna, Tennessee 37167

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 RW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Layland:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of E1 Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the 5/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil Inc.. 3535 East 30th St.. P.O. Box 4289, Farmington, New Mexico 87499-4289. Telephone 505-327-0251



Mr. Edgar John Layland

WORKING INTEREST OWNER

Allison Unit Working Interest Owners

Southland Royalty Company

Richmond-Hogue 0il & Gas Co.

Judy G. Zweiback
Myrna G. Raffkind
Barbara Ann Witten
Robert C. Witten
Vicki Mizel

Gary Dean Mizel
Steven Mayer Mizel
Larry Mizel

Lance B. Reemstma
Malcolm E. Smith
Jessie Mae Wakeland
Edgar John Layland

* A1l Allison W.I.

owners have previously elected
go non-consent under the Allison Unit Agreement.

September 12,

WORKING INTEREST
25.161754% *
.594536%
.934941%
.797268%
.797268%
.594536%
.594536%
.898634%
.898634%
.898634%
.898634%
.336988%
.449317%
.112329%
.031991%

(¥2]
C QOO OO0 OO0 WwWwH+~WU W

to join or
No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation,
of our propcsal will be appreciated.

AA:gm
Enclosure

27+
Allison Unit, 3.0

cc: Allison Unit W.I. Owners:

Agreed this day of

please advise.

Very truly yours,

/’/%Z/n //?j /;/zfﬂé/u
s e ; L

Alan Alexander

Senior Land Advisor

Letter only

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,

testing,

completing and equipping of the above-described well and

to pay said undersigned's proportionate share of all actual

expenditures therefor.

BY:

TITLE:

COMPANY :

1989

Your early consideration



MERIDIAN OIL

September 12, 1989

Gary Dean Mizel

c/o Pamela Staeck

3801 East Florida Ave., #605
Denver, CO 80210

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Mizel:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of E1 Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S$/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Oil Inc., 3535 East 30th St.. P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-327-0251



Gary
c/o P

Dean Mizel
amela Staeck

WORKING INTEREST OWNER

Allison Unit Working Interest Owners

Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma
Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST
25.161754% *
3.594536%
55.934941%
.797268%
.797268%
.594536%
.594536%
.398634%
.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

QO WWKE

* All Allison W.I. owners have previously elected to join or
go non-consent under the Allison Unit Agreement. No further
election is required and these owners will receive a copy of this

letter for information purposes only.

If you disagree with our calculation, please advise. Your early consideration

of ou

AAd:gm

r proposal will be appreciated.

Very truly yours,

N ehanetic

Alan Alexander
Senior Land Advisor

Enclosure

27+

Allison Unit, 3.0

cc: Allison Unit W.I. Owners:

Agreed this _ day of

Letter only

,» 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

expenditures therefor.

[=}]

TITLE:

COMPANY:




MERIDIAN OIL

September 12, 1989

Ms. Vicki Mizel
101 West Broadway, #1300
San Diego, CA 92101

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Ms. Mizel:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of E1 Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 011 &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil Inc., 3535 East 30th St.. P.O. Box 4289. Farmington, New Mexico 87499-4289. Telephone 505-327-0251



Ms. Vicki Mizel

WORKING IRTEREST OWNER

Allison Unit Working Interest Owners

Southland Royalty Company

Richmond-Hogue 0il & Gas Co.

Judy G. Zweiback
Myrna G. Raffkind
Barbara Ann Witten
Robert C. Witten
Vicki Mizel

Gary Dean Mizel
Steven Mayer Mizel
Larry Mizel

Lance B. Reemstma
Malcolm E. Smith
Jessie Mae Wakeland
Edgar John Layland

* A11 Allison W.I.

owners have previously elected
go non-consent under the Allison Unit Agreement.

September 12,

WORKING INTEREST
25.161754% *
.594536%
.934941%
.797268%
.797268%
.594536%
.594536%
.898634%
.898634%
.808634%
.898634%
.336988%
.449317%
.112329%
.031991%

wn
OO OO0 O0OO0 WWHKHHWUW

to join or
No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation,
of our proposal will be appreciated.

AA:gm
Enclosure

27+

Allison Unit, 3.0
cc: Allison Unit W.I. Owners:

Agreed this day of

please advise.

Very truly vyours,

/7%% ) /?%ﬂmé/g@
y . s

Alan Alexander
Senior Land Advisor

Letter only

, 1989 to participate

to the full extent of the uhdersigned's interest in the drilling,

testing,
to pay said undersigned's
expenditures therefor.

BY:

completing and equipping of the above-described well and
proportionate share of all actual

TITLE:

COMPANY:

L9089

Your early consideration



MERIDIAN OIL

September 12, 1989

Mr. Robert C. Witten
535 East 86th Street
New York, New York 10028

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Witten:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Paso Natural Gas Company.

Two (2) coples of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well, For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Oil Inc., 3535 East 30th St.. P.O. Box 4289, Farmington. New Mexico 87499-4289, Telephone 505-327-0251



Robert C. Witten

WORKING INTEREST OWNER

Allison Unit Working Interest Owners

Southland Royalty Company

Richmond-Hogue 0il & Gas Co.

Judy G. Zweiback
Myrna G. Raffkind
Barbara Ann Witten
Robert C. Witten
Vicki Mizel

Gary Dean Mizel
Steven Mayer Mizel
Larry Mizel

Lance B. Reemstma
Malcolm E. Smith
Jessie Mae Wakeland
Edgar John Layland

WORKING INTEREST
25.161754% =*
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

* A1l Allison W.I. owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+
Allison Unit, 3.0
cc: Allison Unit W.I. Owners:

Agreed this day of

Very truly yours,

Nopprcleo

Alan Alexander
Senior Land Advisor

a9

Letter only

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

expenditures therefor.

BY:

TITLE:

COMPANY :

September 12, 1989

Your early consideration



MERIDIAN OIL

September 12, 1Y8Y

Barbara Ann Witten
535 East 86th Street
New York, New York 10028

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Ms. Witten:

By letter dated August 15, 1989, Meridian 01l Inc. (on behalf of El1 Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a nen-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 ot
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Pasc Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attenticn
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Od inc. 35835 East 20t St PO SBox 4289, Farmngton. New Mexico 87499-4289. Telennons 205 327006



Barbara Ann Witten

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma

Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* All Allison W.I. owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

N Nfegfanl

Alan Alexander
Senior Land Advisor

Allison Unit, 3.0

cc: Allison Unit W.I. Owners:

Letter only

Agreed this day of

expenditures therefor.

BY:

Your early consideration

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

TITLE:

COMPANY :




MERIDIAN OIL

September 12, 1989

Myrna G. Raffkind
3800 Danbury
Amarillo, TX 79109

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Ms. Raffkind:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil inc., 3535 East 30th St.. P.O. Box 4289. Farmington, New Mexico 87493-4289, Telephone 505-327-0251



Myrna G. Raffkind

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma

Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.4493177%
0.112329%
0.031991%

X

* A1l Allison W.I. owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

Ao

Alan Alexander
Senior Land Advisor

Allison Unit, 3.0

cc:

Allison Unit W.I.

Owners: Letter only

Agreed this day of

expenditures therefor.

BY:

Your early consideration

, 1989 to participate

to the full extent of the undersigned’'s interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

TITLE:

COMPANY:




MERIDIAN OIL

September 12, 1989

Judy G. Zweiback
9008 Pacific
Omaha, NE 68114

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Ms. Zweiback:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil Inc., 3535 East 30th St., P.O. Box 4289, Farmington. New Mexico 87499-4289. Telephone 505-327-0251



Ms. Judy G. Zweiback

-2

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma

Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* A1l Allison W.I. owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

o [l

Alan Alexander
Senior Land Advisor

Allison Unit, 3.0

cc: Allison Unit W.I. Owners:

Letter only

Agreed this ___ day of

expenditures therefor.

BY:

Your early consideration

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

TITLE:

COMPANY :




MERIDIAN OIL

September 12, 1989

Richmond-Hogue 0il and Gas Company
2651 North Harwood, Suite 360
Dallas, Texas 75201

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Gentlemen:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil Inc.. 3535 East 30th St.. P Q. Box 4289, Farmington, New Mexico 87499-4289. Telephone 505-327-0251



Richmond-Hogue 0il and Gas Company -2- September 12, 1989

WORKING INTEREST OWNER WORKING INTEREST
Allison Unit Working Interest Owners 25.161754% *
Southland Royalty Company 3.594536%
Richmond-Hogue 0il & Gas Co. 55.934941%
Judy G. Zweiback 1.797268%
Myrna G. Raffkind 1.797268%
Barbara Ann Witten 3.594536%
Robert C. Witten 3.594536%
Vicki Mizel 0.898634%
Gary Dean Mizel 0.898634%
Steven Mayer Mizel 0.898634%
Larry Mizel 0.898634%
Lance B. Reemstma 0.336988%
Malcolm E. Smith 0.449317%
Jessie Mae Wakeland 0.112329%
Edgar John Layland 0.031991%

* All Allison W.I. owners have previously elected to join or
go non-consent under the Allison Unit Agreement. No further
election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise. Your early consideration
of our proposal will be appreciated.

Very truly yours,

Alan Alexandet
Senior Land Advisor

AA:gm
Enclosure

27+

Allison Unit, 3.0
cc: Allison Unit W.I. Owners: Letter only

Agreed this __  day of , 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual
expenditures therefor.

on]
=

TITLE:
COMPANY:




MERIDIAN OIL

September 12, 1989

Steven Mayer Mizel

c¢/o Kaufmann Alsberg & Co.
20 Broad Street

27th Floor

New York, NY 10005

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Mizel:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil Inc.. 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87498-4289, Telephone 505-327-0251



Steven Mayer Mizel
c/o Kaufmann Alsberg & Co.

WORKING INTEREST OWNER

Allison Unit Working Interest Owners

Southland Royalty Company

Richmond-Hogue 0il & Gas Co.

Judy G. Zweiback
Myrna G. Raffkind
Barbara Ann Witten
Robert C. Witten
Vicki Mizel

Gary Dean Mizel
Steven Mayer Mizel
Larry Mizel

Lance B. Reemstma
Malcolm E. Smith
Jessie Mae Wakeland
Edgar John Layland

* A1l Allison W.I.

owners have previously elected
go non-consent under the Allison Unit Agreement.

September 12,

WORKING INTEREST
25.161754% *
.594536%
.9349417%
.797268%
.797268%
.594536%
.594536%
.898634%
.898634%
.898634%
.898634%
.336988%
.449317%
.112329%
.031991%

w
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to join or
No further

election is required and these owners will receive a copy ot this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+
Allison Unit, 3.0

ce: Allison Unit W.I. Owners:

Agreed this day of

Your early considerat

Very truly yours,

/‘]}pﬂm e /65%%7 &éo

Alan Alexander
Senior Land Advisor

Letter only

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

expenditures therefor.

BY:

TITLE:

COMPANY :

1989

ion



MERIDIAN OIlL

September 12, 1989

Mr. Larry Mizel

3600 Yosemite Street
Suite 1040

Denver, CO 80281

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Mizel:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El1 Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well, TFor your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Qil Inc., 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87499-4283, Telephone 505-327-0251



Mr. Larry Mizel

WORKING INTEREST OWNER

Allison Unit Working Interest Owners

Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert €. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma
Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1089

WORKING INTEREST
25.161754% *
3.594536%
.934941%
.797268%
.797268%
.594536%
.594536%
.898634%
.898634%
.898634%
.8986347%
.336988%
.449317%
.112329%
0.031991%

wn
=
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* A1l Allison W.I. owners have previously elected to join or
g0 non-consent under the Allison Unit Agreement. No further
election is required and these owners will receive a copy of this

letter for information purposes only.

If vou disagree with our calculation, please advise. Your early consideraticn
of our proposal will be appreciated.

AA:gm

Very truly yours,

/ﬂ%}ao« //;5ifqé%?{tﬂé&cj
’ ’ Y (/ “f

Alan Alexander
Senior Land Advisor

Enclosure

27+

Allison Unit, 3.0
cc: Allison Unit W.I. Owners: Letter only

Agreed this day of

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

expenditures therefor.

BY:

TITLE:

COMPANY:




MERIDIAN OIL

September 12, 1989

Lance Brewster Reemstma
57 Edgecroft Road #A
Kensington, California 94707

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Mr. Reemstma:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of E1l Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue 0il &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all Interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Menaian Qi inc.. 3535 East 30th St.. P.O. Box 4289, Farmingion. New Mexico 87499-4289 "seprore 505-327-305°



Mr.

Lance Brewster Reemstma

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma

Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* All Allison W.I., owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

e e

Alan Alexander

Senior Land Advisor

Allison Unit, 3.0

cc:

Allison Unit W.I. Owners:

Letter only

Agreed this day of

Your early consideration

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

expenditures therefor.

BY:

TITLE:

COMPANY :




MERIDIAN ©lL

September 12, 19289

TO ALLISON UNIT WORKING
INTEREST OWNERS:

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Dear Interest Owner:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of E1l Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication ot
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond-Hogue Cil &
as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond-Hogue had previously filed for pooling of the S/2 ot
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature rpage fully executed by you. The ownership has
been recalculated as follows:

‘Menaan Coonie 3535 Eas 30 St PO Bor 4270 T omepon New Mexico 87499 4089 Toepnare 0% 300 00



Allison Unit Working

Interest Owners

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond-Hogue 0il & Gas Co.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma

Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.5945367%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* All Allison W.I. owners have previously elected to join or

g0 non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.
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Very truly yours,

P i

Alan Alexandef
Senior Land Advisor

Allison Unit, 3.0

Agreed this day of

expenditures therefor.

BY:

Your early consideration

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

TITLE:

COMPANY :




ALLISON UNIT WORKING INTEREST OWNERS

Amerada Hess Corporation
Amoco Production Company
Castle, Inc.

Conoco, Inc.

FMP Operating Company
Suzanna Phillips Kelly
Jane Phillips Ladoucer
Mr. H. H. Phillips

Mr. H. H. Phillips, Jr.

Wintergreen Energy Corporation



W/ SR &

OCT 189

Oeceived
Land Dapt.
Farmington

Richmond Petroleum Inc.
A Subsidiary of Richmond Oil & Gas Plc

September 28, 1989

VIA FEDERAL EXPRESS

Mr. Alan Alexander

Meridian 0Oil Inc.

3535 East 30th Street

Farmington, New Mexico 87499-4289

RE: Allison Unit Com #135 Well; Lot 3, 4, S/2
NW/4, SW/4 Section 9, T-32-N, R-6-W, San
Juan County, New Mexico

Dear Mr. Alexander:

In connection with the above captioned, I am enclosing a copy
of the letter agreement dated September 12, 1989 and the signature
and acknowledgment pages from the Operating Agreement, both of
which have been fully executed on behalf of Richmond Petroleum Inc.

Please do not hesitate to contact me should any questions
arise regarding this matter.

__Sincerely,

i ’f i
) ‘\‘ }/UJ:}: ﬁ\/f}/ { { '\/ ‘.V P e

U

Robert L. McCamey

RLM/bp

enclosure

2651 N. Harwood, Suite 360 Dallas, TX 75201 (214) 720-7730 Fax: (214) 871-7133
2nd Floor, 23 Finsbury Circus London, UK ECZM 7AL 011 441 638-2727 Fax: 011 441 638-2776
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MERIDIAN SEASE RETURN TG

September 12, 1989

Richmond Petroleum Inc.
2651 North Harwood, Suite 360
Dallas, Texas 75201

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-W
San Juan County, New Mexico

Gentlemen:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El1 Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond

as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of E1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well (under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning one
(1) copy each of this letter and the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

Meridian Oil Inc.. 3535 East 30th St.. P.O. Box 4289. Farmington, New Mexico 87493-4289, Telephone 505-327-0251



Richmond.

—2—

WORKING INTEREST OWNER
Allison Unit Working Interest Owners
Southland Royalty Company
Richmond Petroleum Inc.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma
Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKIRG INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* All Allison W.I. owners have previously elected to join or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

o it

Alan Alexander
Senior Land Advisor

Allison Unit, 3.0

cc:

Allison Unit W.I. Owners:

Letter only

Agreed this day of

expenditures therefor.

BY:

Your early consideration

, 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

pv—eg\ »Ye m{”

TITLE:

AN e

COMPANY :

RICHMOND PETROLEUM INC.




ARTICLE XVT.
MISCELLANECUS

shall be binding upon and shall inure to the benerit

This agreement
cheir respective Leirs, devisees, legal

sf the parties tereto and to
representatives, successors ana assigns.

instrument may be executed in any number ot counterparts, cach

This
e ronsidered an original for all purposes.

or which shalil

1IN WITKNESS WHERECTF, this agreement shall be etfective as ot 1lth Jdav

of August, 1989.

OPERATOR
EL PASC NATURAL GAS COMPANY AS
OPEZRATOR AND ON BEHALF OF ALLIsCN
UNIT WORKING TITEREST OWNERS
I BN
By: \ AT LT
Kent Beers, Attornev-in-ract ﬁf

NON-CPERATORS

RICHMOND PEFTRCLEUM IxNC.

\ '
N2

By: \\‘{\Y\«Vi\"\QX‘vﬂ’ o

JUDY . IWEIBACK

By: o
MYRNA G. RAFFKIND

By: R
BARBARA ANN WITTEN

2y _ “

Allison Unit Com #135



STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this 12th day of
September, 1989, by Kent Beers, Attorney-in-Fact, of EL PASO NATURAL GAS
COMPANY, a Delaware corporation, for and on behalf of said corporation.

™

My Commission Expires:

May 30, 19953

STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this 12th day of
September, 1989, by Kent Beers, Attorney-in-Fact, of SOUTHLAND ROYALTY
COMPANY, a Delaware corporation, for and on beh;lf of said corporation.

éq/ M/Jw@/a

Notafy Public

My Commiszion Expires:

_May 30, 1993

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this gﬂ 8 day
of " , 1989, by N ke, Heoua, ,
taadoaT- , . of RICHMOND PETROLEUM INC.
a Texas corporation, for and on behalf of said corporation.

BELINDA M. PATTERSON 3 || . \(, )

Notary Public. Stateot lexas . j
My Comm. Exprres 5-1-9 Notary Public

ﬂﬁ} C;hmission Expires:

STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was ackhowledged before me this day
of , 1989, by JUDY G. ZWEIBACK.

. Notary Public

My Commission Expires:




. N LSE SETURN TO
MERIDIAN OIL AND - FARMINGTOL

September 12, 1939

Richmond Petroleum Inc.
2651 North Harwood, Suite 360
Dallas, Texas 75201

Re: Allison Unit Com #135 Well
Lot 3, 4, S/2 NW/4, SW/4
Section 9, T-32-N, R-6-¥w
San Juan County, New Mexico

Gentlemen:

By letter dated August 15, 1989, Meridian 0il Inc. (on behalf of El Paso
Natural Gas Company) proposed the drilling of a Fruitland Coal test to be
located in the SE/4 SW/4 of Section 9, on a non-standard spacing dedication of
Lots 1, 2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N,
R-6-W. Meridian has reached a tentative agreement with Richmond

as Company to drill the referenced test on a standard 278.20 acres (W/2)
drilling block. Richmond had previously filed for pooling of the S/2 of
Section 9 under NMOCD Case #9746. Meridian will operate the proposed test on
behalf of El1 Paso Natural Gas Company.

Two (2) copies of a revised title page, signature pages and Exhibit "A" to our
Operating Agreement are enclosed for your review. The AFE previously
furnished has not been changed and accurately represents the cost of the

well. For your information we will be placing this proposed well {(under a
revised standard spacing unit) on the docket of October 4, 1989 for
application for an order pooling all interest. A declaration of pooled unit
will be circulated as soon as all parties joinders are known.

If you desire to participate, please so indicate by signing and returning orne
(1) copy each of this letter ard the previously furnished AFE to my attention
at the address shown below. If the Operating Agreement is acceptable, please
include the extra signature page fully executed by you. The ownership has
been recalculated as follows:

/ an O ing. 3535 East 30tk St P D Box <288 Farmyngren New Mexico 27499-4289 Taeprore oGSl
Mernqean 2 'nc. ZE35 East 20th St D Box 288 —armimgien New co D



Richmond:

WORKING INTEREST OWNER
Allison Unit Working Interest QOwners
Southland Royalty Company
Richmond Petroleum Inc.
Judy G. Zweiback

Myrna G. Raffkind

Barbara Ann Witten

Robert C. Witten

Vicki Mizel

Gary Dean Mizel

Steven Mayer Mizel

Larry Mizel

Lance B. Reemstma
Malcolm E. Smith

Jessie Mae Wakeland

Edgar John Layland

September 12, 1989

WORKING INTEREST

25.161754%
3.594536%
55.934941%
1.797268%
1.797268%
3.594536%
3.594536%
0.898634%
0.898634%
0.898634%
0.898634%
0.336988%
0.449317%
0.112329%
0.031991%

*

* All Allison W.I. owners have previously elected to jeoin or

go non-consent under the Allison Unit Agreement.

No further

election is required and these owners will receive a copy of this
letter for information purposes only.

If you disagree with our calculation, please advise.

of our proposal will be appreciated.

AA:gm
Enclosure

27+

Very truly yours,

o

Alan Alexander
Senior Land Advisor

i

Allison Unit, 3.0

ce:

Allison Unit W.I. Owners:

Letter only

Agreed this _ day of

Your early consideration

; 1989 to participate

to the full extent of the undersigned's interest in the drilling,
testing, completing and equipping of the above-described well and
to pay said undersigned's proportionate share of all actual

. expenditures therefor.

AN P

BY: ,
\
TITLE: >@-GS\ 0DE r\ﬂ" ,
COMPANY: RICHMOND PETROLEUM INC.
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AAPL FORM.513-1582

MODEL FORM OPERATING AGREEMENT

T

OPERATING AGREEMENT

DATED

8
August 11 .19 89 .

OPERATOR EL PASO NATURAL GAS COMPANY

CONTRACT AREA Lots 3, 4, S/2 NW/4, SW/4  Section 9,

Township 32 North, Range 6 West

COUNTY DR PXRIZXK OF San Juan 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.T.L. NO. 610 - 1982 REVISED

Allison Unit Com #135
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L. Failure ot Title
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OPERATING AGREEMENT

T.1S AGREEMENT. cnrereg 1nto ov und between EL PASO NATURAL GAS COMPANY

e neremnarter cesiznated and
Talerred to as “{)perator . ind the SIZNatorv party Of parties Otner than Uperator. someumes herewnatter reterred to ndividuaily herein
is "Non-Operator . and coilecuvelv as *"Non-Operators

WITNESSETH:

WHEREAS. the parues to this agreement are owners ot oil and gas leases andror oil and gas interests 1 the land identified in
Exhibit A", ind the parues hereto have reacned an agreement 1o expiore and deveiop these ieases andior oni and gas interests tor the
~roguction of oif and gas to the extent and as hereinatter provided.

NOW. THEREFORE. it 15 agreed as toilows:

ARTICLE L.
DEFINITIONS

As used 1n this agreement, the tollowing woras and terms snall have the meanings here ascribed to them:

A. The term ‘ol and eas’ shall mean od. 24s. casingheaa gas. gas condensate. and all other liquid or waseous hvdrocarbons
ing other marketable substances produced therewith. uniess an intent to hmit the tnclusiveness of this term 15 specincaliv stated.

B. The terms “oil snd gas iease . “ivase’  ang “‘leasenoid’’ shall mean the o ana gas leases coverne tracts of land
ving within the Contract Area which are ownea by the parues to tius agreement,

C. The term "ol and gas interests’’ shall mean unieased tee ana mimeral interests in tracts of fand lving within the
Contract Area wnich are owned bv parues to this agreement.

D. The term '‘Contract Area’ shall mean all of the lands. oil and gas leasehold interests and oil and gas interests tntended to be

developed and operated for oil ana gas purposes under this agreement. Such lands. eveend=s S-eTrUTTRETCrEY
are described in Exhibit "*A’"

E. The term “drilling unit’™ shall mean the area tixed for the dnilling ot one well by order or rule of anv state or
federal bodv having authority. If 4 driiling unit is not tixed by any such rule or order. a dnlling unit shall be the dniling unut as establish-
ed by the pattern ot drilling in the Contract Area or as tixed by express agreement ot the Drilling Parues.

F. The term *“dnllsite’” <hail mean the o1l and eas lease or interest on which a proposed weil is to be locatea.

G. The terms ~Drilling Puartv” and **Consenung Partv™ <hail mean a party who agrees to om 1n and pav 1ts snare ot the cost of
«0v operauon conducted under the provisions ot this agreement.

H. The terms “‘Non-Drilling Party” and “"Non-Consenung Party’ shall mean a party who elects not to parucipate
1N a proposed operaton.

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

ARTICLE IL
EXHIBITS

The follewing exhibits. as indicated dbelow and attached hereto. are incorporated in and made a part hereor:
KX A Exhibit "*A"". shall include the following intormauon:
‘1) Identification of lands subject to this agreement,
21 Restricuons. if any. as to depths. formations. or substances.

-3) Percentages or fractuonai interests ot partes to this agreement.

15} Addresses of parties tor notice purposes.

X B. Exhibit 'B"". Form ot Lease.

XX C. Exhibit *"C"", Accounting Procedure.

XX D. Exhibit *D"". Insurance.

X E. Exhibit "'E'", Gas Balancing Agreement.

XX F. Exhibit “'F'*. Non-Discrimination and Certification of Non-Segregated Facilities.
 G. Exhibit **G"", Tax Parwmership.

If any provision of any exhibit, except Exhibits "‘E™" and *'G’", is inconsistent with any provision contained in the body
of this agreement. the provisions in the body of this agreement shail prevail.
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AALZL PORM 6 - T IODEL FORM OPERATING AGREEMENT - <2

ARTICLE IIL
INTERESTS OF PARTIES

A. Ol and Gas Interest::

If anv party owns an ou and gas interest in e Contract Area. that interest snali be treated for ail purposes ot this agreement
and during the term hereot as if it were covered by the torm ot oil and gas iease attached hereto as Exhibit “'B’". .nd the owner thereot
shall be deemed to own both the rovalty interest reserved in sucn lease and the interest ot the lessee thereunder.

B. Inrterests of Parties in Costs and Production:

Unless chaneed bv other provisions. ail costs and liabiiities incurred 1n operauons under this agreement snall pe borne and
~aid. and ail equipment ana materais acquired 1n operanions on e Contract Ares snail be owned. by the paruies as their 1nterests are set
torth in Exhibit **A"". In tne same manner. the parties shall aiso own ait preducuon ot oil and gas rom the Contract Area subiect to the
pavment ot rovalties to the extent ot ___QN1€ eighth (1/8) whien shail be borne as neretnatter set torth.

Regaraless ot which party has conwributea the leaserss andor ol and gas interesttsi hereto on which rovaiey 1s due and
pavable. eacn varty entitied 1o recerve a share ot proguction ot oi and as trom the Contract Area snati bear ana shall rav or deliver, or
cause to be paid or delivered. 1o the extent ot 1ts nterest 1n such producton. the rovaity amount suputited heremnabove ana shall hold the
other parues tree trom any lability theretor. No party shall ever e responsible. however. on 4 price basis hugher thun the price received
oy such partv. 1o anv otner partv’s lessor or rovaity owner. and if any such other party’s lessor or rovaity owner <houid derand and
recerve settiement on 4 nigher price basis. tne party contributne the attected lease shail bear the acdiional rovaity burden attrnibutadle o
such higner erice.

Nothing contained in this Arucle 111.B. shall be deemed an assignment or cross-assignment ot interests covered hereby.
C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed bv other provisions. 1f the interest of any party in any lease covered hereby is subiect to anv rovaity.
overriding rovaitv, producuon pavment or other burden on production in excess 6t the amount supuiated in Arucie HI.B.. such party so
burdened shall assume and alone bear ail such excess obiiations and shall indemnity and hold the other parties hereto harmiless trom any
and all claims and demunds tor payment asserted by owners or such excess purden.

D. Subsequently Created interests:

If any party should hereatter create an overriding royaity. production pavment or other burden payable out ot production

attributable to its workine interest hereunder. * TP rrer-r v ve b P e ey
. L . N . N L

. » " - werereia vet-awd

e, any such interest being herematter reterred to as "‘subsequently created interest ' irrespective of the

timing of its creation and the partv out of whose working interest the subsequentlv created interest 1s derived being herematter referred
to as “‘burdened party ). and:

1. If the burdened rartv 1s required under this agreement to assien or relinguish 1o anv other rartv. ar rurues. ali or a poruon
ot its working interest and.or the production attributable thereto. said other party. or parties. shall recerve said assienment andror
production iree and clear ot said subseauentiv created nterest and the purdened party shail indemniy and save said other party.
or parties. harmless trom any and all claims and demands for pavment asserted by owners ol the subsequentiv created interest:

Jnd.

2. If the burdenea rartv taiis to pav. when due. tts share of exrenses chargeable hereunder. il provisions ot Arucie VILB. shall be
entorceable against te subsequently created interest \n tne same manner as thev are entorceabie aganst the working interest of
the burdened partv.

ARTICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the dnllsite of anv proposed -well prior to commencement ot drilling operations or, if
the Drilling Parties so request. title examination shall be made on the leases and/or oil and gas interests included. or ptanned to be includ-
ed. in the drilling unit around such well. The opinion will include the ownership of the working interest. minerals, rovaity. overnding
rovalty and production payments under the appiicable leases. At the time a well is proposed. each party contributng leases andicr il an
gas interests to the drillsite. or to be included in such drilling unit. shail furnish to Operator-ail abstracts rincluding tederal lease status
reports). title opinions. title papers and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties. but necessary for the examinatuon of the title. shail be obtained by Operator. Operator shall
cause title to be examined by attorneys on its staff or by outside attornevs. Copies of all title opintions shall be furnished to each party
hereto. The cost incurred by Operator 1n this title program shail be borne as toilows:

b

— Option No. I: Costs incurred by Operator in procuring abstracts and title examunation (including preliminary, suppt
shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided in Exhibit**€"*,
and shall not be a direct charee. whether pertormed bv Operator’s statf attorneys or by outside attornevs.
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;lun oarty snall be CCSTONSIDIE 100 SCQUTINE CUTAlVe MIALICT Jand POOHNE  SINCNJAIMenS o0 G Jreements reauired mo connecuon
~ith leases or o1l and gds interests contriputed by such party. Operator shail be responsidie tor the preparation and recording ol pooling
designations or declarations as weli Js the conduct ot hearings betore governmental agencies 101 the seCuring of spacing or pooiing orders.

This shail not prevent anv partv rrem cepeanine on us own oehalf at anv sucn neanne

No well shail be driled cn the Contract Area unui atter « 1 the title 1o tne driilsite or ariiing umt fus been examined as above

S

provided. ana ;2 the title has deen aprroved by e examimne auorney of tte has been weebted PY i of the marties wno are 1o par-

ucipate 0 the anlling or the we.
B. Loss of Title:

! Failure ot Titde: Shouid anv on and eas interest or lease. or tnterest theremn. de lost throuen Laiure of title, which loss results in a
reduction ot mterest trom that shown cn Exiubit “.\ 7. the party contributing tne uitected lease or interest snail have ninetv (90) days

M tndi JeterMINauon ¢f Ghe LHUre T ULRIre 4 e fdSe of AINer AsIrument CUning Ine cRnTety O the e laure, wnich deguisi-
ton wiil not be supject to Articie VIILB.. uny 1ailing to uo so. this akreement. nevertheiess. snuii continue 1n torce s o 1l remamming onl
404 pas leases and interests: and.

1- The party whose ati Jnd gas icase of mnterest s artected by che ntle tulure shatl bear .one the enare iess and 1t shall not be
cnutied to recover trom Operator of the INET partes any development of Operating costs wnich it mav nave theretotote pad or incurred,
byt tnere stiau D¢ No additional Hapthity un 1S Part 1o e other Partes hereto OV redson of ~uch atie taiure:

o1 There shail be no retroacuve saustment of expenses incufred of revenues receved trom the operaton ot the interest which has
been lost. but the interests ot the parties shall be revised on an acreage basis. as ot the ume it 15 determined tinailv that utie tailure has oc-
curred. so that the interest of the party whose iease of nterest 1§ attected by the utie taure wril thereatter ve reauced n the Contract
Area by the amount of the interest tost:

ic1 If the proporuonate interest ot the other parties hereto in any producing weil theretotore drilled on the Contract Area 15
increased by reason ot the utle taiiure. the partv whose utle has taled shall recetve the procevds attributaole to the increase in such in-
terest tless costs and burdens .dttributabie theretoy unuoi it has been reimbursed tor unrecovered costs pawd by 1t 10 cennection with such
weil:

J- Should anv person n S0 this gereement, Whoois determined e ne the swner foans snrerest i the vtie which has

“atied, DAV IR RS TARRCT Jny Ol OPEfdlen COVCIORMEN T CF CYUPMERT. s amnunt sh “aid T the Pty or parties
who pore the costs winch are o rorinded:

¢ Anv abiiity 10 account to u third party tor cror production of o and was which arises by reason ot titie taiure shall be
borne by the party or parties whose titte taled 1in the same proportions in which thev shared in such rrior production: and,

' No charge shall be made to the joint account tor iegal expenses. tees or salartes. in connection with the detense ot the nterest
claimed by any party hereto. 1t being the intention ot the parties hereto that each shall defend utle to 1ts interest and bear all expenses in

connection therewith.

2. Loss bv_Non-Pavment or Erroneous Pavment of Amount Due: lf. through mistake or oversight. anv rental. shutm well

pavment. mmimum rovaity or rovaity pavment. 1s not paid or ts erroneousty paid. and as a resuit a fease or interest therein terminates,
chere shall he no monetary hability against the party who kiled to make such pavment. Unless the rarty svho tailed to muke the required
pavment secures J new lease covering e same mrerest within mnety 0" davs trom e discovery ot the Laiure to make proper pavment,
whitch acquisiion witl not be cumect 0 Arucie VIILB.. the interests ot the parties shail be revised on an uacreage busis. citective as of the
date ot terminauon of the lease mvoived. und the partv who tailled to make proper pavment wiii no ionger ne credited with an interest n
«he Contract Area on account o ownersmp of the lease or imterest which has terminated. In the cvent the rarty who taied o make the
required ravment shall not have been taiiy reimpursed. at the time ot the loss. trom the proceeds of the saie ot orf und gas attributable to
he tost interest. calculated on an acreae pasiss tor the development and operatng costs theretotore oad cnaccount of such interest. it
shall be reimbursed for unrecovered actual costs theretotore paid by 1t ibut not tor 1ts share of the cost ot anv dry hole previousiy drilled
ar weils previousiv abandoned. trom < much ot the tollowing 4s 15 necessary to ettect rewmpursement:

a1 Proceeas of oil and eas. less oreratng expenses. theretotore accrued to the credit ot the lost mnterest. «n an icreage basis.
up to the amount of unrecovered costs:

b) Proceeds. less operating expenses. thereatter accrued attributable to the lost interest on an acrcage basis. of that poruon of
ol and gas thereatter produced and marketed (excluding production trom any weils there-tter dniled) which. in the absence ot such lease
termination, would be attributable to the lost interest on an acreage basis. up to the amount ot unrecovered costs. the proceeds of said
portion of the oil and gas to be contributed bv the other parties in proportion to their respective interests: and.

ic) Any monies, up to the amount of unrecovered costs. that may be paid by anv party who is. or becomes. the owner of the interest
lost. for the privilege of participaung in the Contract Area or becoming a party to this agreement.

3. QOther_Losses: All losses incurred. other than those set forth in Articles IV.B.1. and IV.8.2. zbove. shall be joint~losses
ard shall be borne by all parties in proporuon to therr interests. There shail be no readiustment ol interests :n the remaiming portion of
the Contract Area.
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities or Operator:
EL PASO NATURAL GAS COMPANY hail be the

Orerator of the Contract Area. and snhai conauct ang direct ina have tuil control ot all operauons on e Contract Area as pesmusted and
required bv. and within the iimuts ot this agreement. [t shall conduct ail such operauons in a gooa and workmanlike manner. but it shail
have no liability as Operator to the other parues for losses sustaned or iiabilities mncurred. except such as may resuit from gross
negirgence or willful musconauct.

B. Resignation or Removal of Operator and Selection of Successor:
1. Resignauon or Removai ot Ovperator: Operator mav resign at anv ume by giving written nouce thereot to Non-Operators.

it Operator termunates its legai existence. no ionger owns an interest hereunaer m the Contract Area. or is 1o ionger capable ot serving as
Operator. Operator shail be deemed to have resigned without anv acuon by Non-Uperators. except the seiection ot a successor. Operator

mav be removed 1f it fails or retuses to carry out 1ts dutes hereunder, or becomes insolvent. tankrupt or 1s placed in recervership. by the
itfirmauve vote of two (2) or more Non-Operators OWnINg 4 Majority interest based on ownersnip as snown on Exhibit " A™" remarning
atter excluding the voung interest ot Operator. Such resignauon or removai shall not become ettective unui 7:00 o’clock A.M. on the
wrst dav ot the calendar month teilowing the expirauon o amety Y0- duvs dizer te ¥Iving of notce of restenaton by Operator or action
by the Non-Operators to remove Operator. uniess a suc.cssor Operator has been selected and assumes the duties ot Operator at an earlier
Jate. Operator. after effectuve aate of resiznanion or removai. <hall be bound by the terms hereot s a Non-Operator. A change of a cor-
~orate name of structure ot Operator ot ranster ¢f Operdator’s :NErest 10 anv single subsIdiary. porent or successor corporaton shall not
be the basis tor removal ot Operator.

2. Selection of Successor Operator: Upon the resignauon or removai ot Operator. a successor Operator shall be selected by
the parues. The successor Operator shall be seiected trom the parties owning an interest mn the Contract Area at the ume such successor
Operator s selected. The successor Operator shall be selected by the atfirmatve vote ot two (2) or more parties owning a majority mterest
based on ownership as shown on Exhibit " A"’ provided. however. it an Operator which has been removed tails to vote or votes only to
succeed itself. the successor Qperator shall be selected by the atfirmauve vote of two (2} or more parues owning a majonty mterest based
on ownership as shown on Exhibit **A’" remaining atter excluding the voung interest ot the Operator that was removed.

C. Employees:

The number ot emplovees used dv Operator i conducting operanons hercunder. thar seiecton. and the hours ot labor and the
Lompensauon 1o services pertormed shail be determined by Operator. and ail such empiovees snaii be the empiovees ot Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a compeutive contract basis at the usual rates prevailing in the area. If it so
desires. Operator may employ its own toois and equipment in the drilling ot wells. but its charges therefor shall not exceed the prevaiing
rates in the area and the rate of such charees 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 usuai in the area in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE V1.
DRILLING AND DEVELOPMENT

A, Initial Well:

On or before the__31St day of December L1989 Operator shall commence the drilling of a weli for
oil and gas at the following locanon:

a legal location in the SW/4 Section 9, T32N, R6W, N.M.P.M,
San Juan County, New Mexico.

and shall thereatter continue the drilling of the well with due diligence to

a depth sufficient to test adequately the Fruitland formation.

o

unless granite or other pracucally impenetrable substance or condition in the hole. which renders further drilling impracyieal, is en-
countered at a lesser depth. or unless ail parties agree to compiete or abandon the well at a lesser depth.

Operator shall make reasonable tests of all formations encountered during drilling which give indication of conuining oil and
-
gas in quantities sufficient to test. uniess this agreement shall be limited in its appiication to a specific formation or formations, in which

>ion

- . . . ¥
event ator shall be required to test oniv the formation or formations to which this agreement mav apply. - XY
eq L Y apply -~ AN
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<RTICLE VT
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A.  Subsequent Uperations:

L. Proposed Operauons: Shouid anv party nereto desire to aril anv weil on the Contract Area other rhan the wet provided
tor mn Arucie VI.A .. or to rework. deepen or pitg pack a drv hoie aniled at the joint expense ot all parues or a well oty owned by ail
:nie parties and Not then proqucing 1n paving quanutes. the party gestring t dril. rework. deepen or plug vack sucn a weil shail aive the
other parties written notice ol the proposed operauon. specitving the work to be pertormed. the locauon, proposed depth. obiecuve forma-
aon and the esumated cost o! the operaton. The parnes recenving sucn a nouce shail have tmrty 30 davs alter recent ot the notce
Wt WRICN IC nouly the Party WisAing (o Jo [Ne Work Wnetner ey elect o participdte m the cost ot e proposed operation. 1t a dnil-
¢ £1E 15 ON (0CANO0N. NOLICE O 4 PIOPOSAL 1O (eWOrk. Pluy Dack of <riil deeper mav be miven by telepnone and the response period shall be
\1mited 1o toriv-etgnt (48) hours. exciusive of S4turdav, dunday Jnd egdi hoidavs. Fuilure ot a party recerving sucn neuce o repty within
ine period apove hixed shal constitute 4n efection DY that Party N0T 10 DArUCIpate in the COSt Of the ProPoOSed Crerauon. ANy NOUCE Of
response wiven by telephone snall be prompuv connrmea 1n wnitng,

if ail parties eiect to parucipate in such 4 proposed operation, Uperator shall. within ninetv :%40 davs diter exoiratuon ot the notce
reriod of thirtv + 30 davs tor s promouy as possibie dtter the expiraton of the tortveight 48 hour period wnen a dniline nig1s on loca-

SIONL S e Case Mav Der. actuniv commence the preposed operatien 1nd compiete 1t with due diiaence 2t 1ne 115K ane excense of ail par

es nereto: provided. however. saia commencement date may be extenged upon written notice ol same by (Operator to the ctner parties,
L0 peried vt up to lﬂll’[}( A gadiondt Uan S UL 0 tRe sQie opon ot UDE\'J[OI_ SUCH JUCItIONal IME 1S (CJSANIDIV NeCessary Lo obtamn
cermits trem zovemmemal autnorites, surrace rights (inciuame r:gmsot-way) or appropriate (JI'I”ITIE equipment, or o complete U[le ex-
AMINAUON Of Curative matter required tor ttie approval or acceptance. Notwithstanding the force mueure provisions ot Arucie X1, f the
ictual operation has not been commenced within the time provided iincluding anv extension thereot as speciticallv permstted herein and
if any party hereto sull desires to conduct said operation. written notce Proposing same must be resuomitted to the other parties in accor-
dance with the provisions hereot as it no prior proposai had been made.

2. Oreranons ov Less than All Parnies: [t anv carey recenving such notice s provided 1n Artcle VIB 1ooc VIED 1 .Opuon

N0 D eiedts not 3 pAFNICIDATE 10 The Dropased oneranon. taen, 1 reer 1o be ennsied te the benents of this Arucie

DAty or parties
wiving the nouce and such otner partes as shall elect to purticipate :n the aperation snail. within minety X0 davs atter the exorrauon ot
the notice period ot thirty (311 davs .or as promptiy as possidie atter tne expirauon of the fortv-eient 453" hour period wnen a ariiling rig 1s
on location. as the case mav bei actuaily commence the proposed operation and complete 1t with due aiheence. Operator shall pertorm all
work for the account of the Consenting Parties: provided. however. 1t no driliing ng or other equipment s on locauon. ana if Operator 1s
4 Non-Consenung Party. the Consenung Parties shall either: (a) request Operator to pertorm the work required by such proposed opera-
tion tor the account of the Consenung Parties. or (b) designate one 1 1) of the Consenting Parues as Operator to pertorm such work. Con-
senung Parties, when conducting operations on the Contract Area pursuant to this Articie VI.B.2.. shail comply with ali terms and con-
ditions of this agreement.

If less than ail parties approve anv proposed operation. the proposing party. immediately atter the expiraucn of the applicable
notice period. shall advise the Consenting Parues ot the total interest ot the parties approving such operation and 1ts recommendation as
-5 wnether the Consenune Parues shouid proceed with the operatien as proposed. Each Consenung Party, within torty e1ent <81 hours
cxclusive of Saturday. Sundav and iegai hoidaysy atter receipt o such notice, shail advise the proposing partyv o1 its desire 10 1 jimit par-
“I]LIPANION TO SUCh Party s interest s shown on Exhibit " A7 or b carry 1ts proporuonate part ot Non-Consenung Parues interests. and
tulure to agvise the proposing partv shall be deemed an eiection under @i In the event a drilling r12 15 on iocation. the tme permuitted for
such a response shail not exceea 4 total ot forty-eight (481 hours "inciusive ot Saturdav. Sundav and legai holidavs). The proposing partv.
at 1ts election. may withdraw such proposal if there 1s nsutficient particiauon and shail promptly nouty ail parues or such decision.

The entire cost and risk of conducting such operauons shall be borne by the Consenung Parties 1n the proporucns they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehoid estates mnvolved in such
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations ot the Consenung Parues.
If such an operation resuits in a dry hole, the Consenung Parties shail piug and abandon the weil and restore the surtace locauon at their
sole cost, risk and expense. If any well drilled. reworked. deepened or plugged back under the provisions ot this Article results in a pro-
ducer of oil and/or gas in paying quanuties, the Consenung Parties shall compiete and equip the well to produce at their sole cose-arid risi,

o
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TLIRE Vdile COL T SUl SOEFE 1S [Of Soid, wiicr deductne

SrOJUCTION LANeS. eX0Se taXes. Tovdity, AVernaIng roviily und other n-

‘orests not excected by Artoie LD, pavabie vut of or measuree 0y the PrOCUCHION IroM SUCA Well dCCTUIg WIth TeSPect 10 SLCh interest

< cnuiat reverts shall eguan e totai ot the tollowine:

4

n

¢

:2 20 1007 ¢ each such Non-Consenting Party's share of the cost of anv newiv dcguired surtace equipment pevond the welthead

13 CONNECHIONS TCU0ME, DUL Dol BMited 10, Stock 1anks, separdtors. reaters, pumnimg egwpment and piping, ofus 1007 of each such

N Non<Consenting Party’s shure ot the cost ot operauon ot the weli cCOMMeENCINE w1t Irst produdtion Jnd continuing unui eacn such Non-

i Consenting Party’s reimnquisned interest shall revert to 1t under other provistons ot this Arucle. 1t peng aereea that each Non-
Consenung Porsv's share of such Costs and eginpment wili be that interest whuch would have been cnargeadie o sach Non-Consenung

i Party had it parucipated in e wWell from the dedinmung of the operauons: ana

N

19

21 n 300 0wt char reruon of the Costs una expenses o dniling. reworking. deepening. pluRgmg dack. testing 4nd completing.

22 aser deducune anv cash conerbutons recervee under Arncie VLG, une 2300 = i enat poruon of the cost ut newin <auired equip-

I SWND N e Wen D) dnd IR T WA WO Bdv e COrn CRATZedDic T st Non-Censenting Party aow had

2 parucipated therem.

- An election not to parucipate 1n the dnlling or the deepering of a weil shall be deemeu an election not to parucipate 1n any re-
S working or piugging back operauon proposed 1 such a well. or poruon thereot. to which the initial Non-Consent election applied that s
) conducted at anv ume prior (o tull recovery by the Consenung Parues ot the Non-Consenung Party’s recoupment account. Any such
rewarking or piugging back ooeration conducted during the recoupment period snail be deemed part ot the cost ot operauon ot said well
and there shail be added to the sums to be recouped by the Consenting Parties one hundred percent : L) of that portion o the costs of
i the reworking or riugemng rucs operation which wouid have been chargeable to such Non-Consentine Party had 1t parucipared therern. If
S such J feworhing of plugging PUck operanon s proposed dunng suon recoupment period. the provisions ot this Aruocie V1 BL shail be ap-

ne Parnes in said well

flcadie as between said Conse

i-
a8
10 During the period ot ume Consenung Partwes are enutled to recewve Non-Consenting Partv’s share ot production. or the
40 proceeds theretrom. Consenting Parties shall be responsible for the payvment ot all production. severance. excise. gathering and other
il taxes. and all rovaity. overnidine rovalty and other burdens appiicable to Non-Consentung Party's share ot production not excepted by Ar-
42 ticle H1.D.
L)
=
’<
BN In the case of any rewarxing, piugging back or deeper anthne operanion. the Consenung Parnes shall be permittea to use, ree
- ut cost, dll casing. wbing ana other equipment m the weil. but the ownersmip of ail such equipment shall remamn unchanged: and upon
2 sbandonment ot a well after such reworking. plueging back or deeper drilline. the Consenting Parties shail account tor all such equip-
) ment to the owners thereot. with each party recenving s proportionate part 10 KINd of i vajue, iess cost ol savage
e
1
52
=3 Within sixty <OI) davs atter tne compietion of uny operation under this Arucle. the partv conductune the operations tor the

AN Consenuing Parues shall furnisn each Non-Consenting Party with an inventory ot the equipment in ana connected to the weil. and an
S5 itemized statement of the cost ot drilline. deepeming. plugging back. tesung. completing, and equipping the well tor production: or, at its
Sh option. the operaung party. m iieu of an itemized s1atement of such costs of operanon. may submt a detatled statement ot monthty bill-
57 ings. Each month therearter. during the ume the Consenting Parties are being rexmbursed as provided above. the party conducung the

<8 operations tor the Consenting Parues shall furnish the Non-Consenting Parties with an 1temized statement ot all costs and liabilities in-
39 curred in the operation of the well, together with a statement of the quantity ot oil and gas produced from 1t and the amount of proceeds
o) realized from the sale of the well’s working interest production during the preceding month. In determining the guanutv of oil and gas
6l produced during any month. Consenting Parties shall use industry accepted methods such as, but not limited to. metering or periodic
02 well tests. Any amount r=a2lized from the sale or other disposition of equipment newlv acquired in connectton with any such operation
63 which wruld have been cwned by a Non-Consenune Party had it partictpated therein snail be credited acanst the total unreturned costs
£ ot the work done and ot the equipment purchased in determining when the interest ot such Non-Consenung Party shall revert to 1t as
63 above provided: and if there s a credit balance. it shall be paid to such Non-Consenting Party.
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SRTICLE V1
contnued

Dind when thne U nhentng o Lo rom  NGRACCSENURY Purty < re

SATROLNIS Provided [or Jpove,

Ze reLndussned INLErests « TN oawennng K;;L."'\' SOl dLTOMANCAY TeVerT T 00 IrOM 204 diel S relersion, such Non-

N NSeNUNgY Party snail own T suen well the mareril Jnd eCurment ot Teridining Neretc. and the producucn

.M

Seretrom as such Non-Consennng P Suid have oeen enttied 10 Nad It paruCpdted 10 e Sriling, ronerkind, Soetening vl MIUERING
~.ck ot saig weil. Thereatter, sucn Nen-Consenting PArty sndii De Ladrged with and shuii 04y 188 DCTOPGRIONATE Part 1 *ne turther costs ot

T OnEralon of Said Weil tn AL ofddnce witn The Terms Of TS ddfeement and e Acoovnnng eracedure wracney hereto,

Notwithstanding the orovisions at tms Arucie VB 2. it 1s sereed that without e mutual consent of ail parties, no weils shall
e compieted in or produced rom a source of suppty trom which a well located eisewnere on the Contract Area 1s producine. unless such
well contorms 1o the then-existng weil spacing pattern tor such source ot suppiv.

The provisions of this Arucie shaii hive no appucation whatsoever to the driiling of the mmal weil describea m Arucle VEA.
except a1 45 10 Arucle VIED.1. Oouon No 2. it selected. or -1 as to the reworking, deepening Jand plugeing ouack ot such mitial weil
ateer 1t has been driiled to the deptn <pevined in Arucle VEA L it shall thereatter prove o te 4 arv hole of. 1t initsallv compieted for pro-

Jucuon. ceases to produce in paving quanuues.

3 Srand-Bv Time: When 2 aeil nnich has been drilled or deepened has reached s autnorized Jepth ana all tests have been
compieted. ind the resuits thereof turmshed to the parues. stand-by costs incurreg pending response o 4 party s Notice proposing a
reworking. deepening. piugging pack or completing operation 1n such a weil shail be chargea ang porne as part ot the dniling or deepen-
ing operauon just completed. Stand-bv costs suosequent to all parues responding. or expirauon ot the response ime permitted. whichever
first occurs. and prior to agreement as to the participating interests ot ail Consenung Parues pursuant to the terms ot the second gram-
matical paragraph of Article VI.B.2. shail be charged to and borne as part ot the proposed operauon. but if the proposal ts subsequently
withdrawn because of insutticient parncipauon. such stand-by costs shall be aliocated between the Consenting Parues in the proporuon
each Consenting Party’s interest as shown on Exhibit **A'" bears ta the total interest as shown on Extubit *A™" ot all Consenting Par-
ties.

v Sidetracking: Excert s neremnatier provided. those provisions of this aureement apphicadle & deepenine T operation shall
4ls0 be appiwcabie to anv preposad to directionaliv control and intentonailv deviate a weii trom vertcal so us to change the bottom hole
location (herein cailed ““sidetracking . uniess done to straighten the hole or to dnil sround junk mn the hole or because of other
mechanical difficulties. Anv party having the right to parucipate 1n a proposed sidetracking operation that does not own an nterest 1 the
attected well bore at the time ot the notice shail. upon electing to parucipate. tender to the weil bore owners its proportionate share (equal
1o 1ts interest mn the sidetracking operation) ot the value of that poruon of the exisung weit bore to be unlized as rollows:

ia} If the proposai 15 for sidetracking an existing drv hole, reimmbursement shall be on the basis or the actual costs incurred in
tne inial driiling ot the weil down to tne gepth at which the sidetracking operation s ninated.

b1 If the proposai is tor sidetracking 4 weil which has previousiv produced. reimbursement shall be on the basis of the well's
salvable matertals and equipment down to the depth at which the sidetracking operanion is inated. determined in accoraance with the
provisions of Exhibit “*C". ess the estimated cost ot salvaging and the estimated cost of plugging and abandominy.

In the event that notice tor a sidetracking operation 1s wiven while the drilling riz to ve utilized is on locauon. the response period
shall be limited to forty-eight (48 hours. exclustve of Saturday. Sunday and legal holidavs: provided. however. anv party may request and
receive up to erght (8) additionai davs atter expiration of the forty €ight (48) hours within which to respond by paving for all stand-by ime
incurred during such extended response pertod. If more than one party elects to take such additional ume to respond to the natice. stand-
by costs shall be allocated between the parties taking additional time to respond on a dav-to-dav basis in the proportion each electng par-
tv's interest as shown on Exhibit **A "’ bears to the total interest as shown-on Exhibit ** A" of all the electing parues. [n ail other in-
stances the response period to a proposai for sidetracking shall be timited to thirty (30) davs.

Ll

C. TAKING PRODUCTION IN KIND: .

Each party shall take in kind or separately dispose of its proportionate share of ail oil and gas produced from the Contract Area,
exclusive of production which mav be used in development and producing operations and in preparing and treaung oil and gas for
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate dispasition by any

party of its proportionate share of the production shall be borne by such party. Any party taking its share of production in kind shali be
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in mae YL party snail tail to make (e Arrangements NeCessary 1o take i kind or \enardtety Cispose Of 1ts proporuonate share ot
-he oxlﬁoﬂxced rom the Contract Area. Pperator snail have the right. subiect to the revocanon 4t a1 Dy the party owning 1t. but not
the obligation. to purchase such ol ﬁase[h it %a\nt ers at any time and from ume to ime. tor e Jccount of the non-taking partv at the
~est price obtainable 1n the area for sucn procuction. Any such purchase or saie by OPerator sfau Ce SLDIEC: awavs to e right of the
owner of the production to exercise at anv ume us nght to take in kind. or separateiv uwcgﬁdmd'ac gnare ot all ol no'[] pre%gussly
Jeltverea 1o a purchaser. Anv purchase or saie pv Uperator ot anv other party s snare ot oti%hail o Ghis tor such reasonaole periods of
wme as are consistent with the mmimum needs of the industTY UAder the PArTICLLL CIrCUMSTNCES. “dl 17 RC el en taf 4 Period in excess
:one (13 vear. (Continued at Line 60 below)

(n the event one of mMore parties’ serardte JISDOSIION CI TS SRAFE CI TNE Yds CUSeS SPUTSITesm Jeuveries to separate pirenes andior

Zeitveries which on a day-to-dayv Dasis tor dnv reJson dre nOt eXJctlv equai to 4 party's respecuve ~rororuonate stace ot total eas sales to

e 1ilocated to 1. the balancing of dccaunting between the respective acCoUnts ot the partes s0dH So 0 sweofdance with any vas balancing

sureement petween the parues hereto. wnether sucn 4n agreement 1s Jdttached as bExhubit "E77 ¢ s 0 wparawe agreement.

D. Access to Contract Area and Information:

A2 TEasONADIe Tmes. 1 sole s L

Fach party shall have access o the ¢ arracs ar IIADRCL LT L PSOTVE CPerauons,

cluding Unerator’'s books

404 records reiating thereto. Operator. Upon reduest. sl trensA eacn ot the otner parues wita Jooies of wi torms or rerorts lied with
Lovernmentai agencies. dailyv dnlling reports. wed logs. tanx tables. daily gauge and run uckets ana reports of stock on hand at the tirst of
each month. and shall make avariable sampies ot anv cores or cuttings taken trom anv well driiled on the Contract Area. The cost of
gathering and furnishing information to Non-Operator. other than that specitied above. shail be chareed to the Non-Operator that re-
quests the informauon.

E. Abandonment of Wells:

. Abandonment of Drv Holes: Excert tor anv weil drilled or deepened pursuant to Arncie VIB 20 inv weii which has been

irtiied or deepened under the terms ot this sureement and is proposed to be compicted as o Grv o e shail not te riugeed and abandoned

wrenout the consent ot all parties. Shouid Operatcr. Liter adient etrort. be unapie o contact amy =~ Crneud uny party tal to reply
athun torty-eghit V181 haurs texciusive ar Saturday, Sundav and legal hoiidays: atter recapt ot actice -t the proposai to riug and abandon
<uch well. such party shall be deemed to nave consented (o the propased abandonment. All such weis shad be plugged and abandoned in
sccordance with applicable reguiauons and at the cost. risk and expense of the parues who parucipated i the cost ot driiling or deepening
such well. Any party who obiects to plugging ana abandoming such weil shall have the right to take over the well and conduct further

operations in search of ol andior gas subject 10 the provisions of Article VI.B.

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parues have not been tullv reimbursed as herem provided. anv weii which has been compteted as a
producer shall not be plugged and abandoned without the consent ot all parues. if all paruies consent 1o such abandonment. the well shall

he piugged and abandoned in zccordance with arpiicanle reguiattons and at the cost. risk and expense o1 il the parves hereto. If. within
thurty - 300 days arter recespt of notice ot tne proposec abandonment ot any weil. all parnes do not aeree to tne spanconment ot such well.
those wishing to continue its operation trom the mntervaiis, of the tormatonts! then open to procuction snail tender to each ot the other
parues 1ts proporuonate share ot the value ot the weti's salvable mateniai and equipment. determinec 1 accorgance with the provisions of
Exhiit ~"C'". less the estimated cost of saivaging ana the esnmated cost of piugeing 4nd abandoning. Licn apanaoming party shall assign
ness tor use of the equipment and

the non-abandoning parues. without warranty. ¢xpress or impited. s to title or as to quanuty,
materiai. all of 1ts interest in the weil and reidtea equipment. together with its interest 1n the icasenoid estate as o, dbut oniy as to. the in-
terval or intervals of the formation or tormanons then open to production. if the interest of the abandontng party is of includes an oi and
s wnterest, such party shall execute and deliver to the non-abandoning party or carties an oul ana gas lease. imited to the interval or in-
cervals ot the formation or tormatians then apen to production. tor a term ot one ¢ 11 vear and so ione thereatter as ol andior gas 1s pro-
duced trom the interval or intervais of the tormation or tormations coverea thereby. such lease o te on the torm attached as Exhibit

(Continued from Line l4 above) Notwithstanding the foregoine, Overator shall
not make a sale, including one into interstate commerce, of any other party's
share of gas production without first giving such other vartv thirty (30} days
notice of such intepded sale. Bl
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Juction trom

TTeWel N e ACTY AL OT 1NTervils (nen oren otner INan e 700 LS retdined 1N any ledse made under the [erms of NS ArLcie. LDOI’I re-
1est, Uperater snall conunue to operate the assigned weii 1or te account of the non-abandoning parues Jt tne rates and charges con-
wempiatea by tnis agreement. pius anv addinonai cost ana charges wnich may anise as the result ot the separate ownerstup of the assigned
weéid. Upon eroposed abandonment of the producing intervas s assined or feased. the assienor of iessor shail then nave me opuon to
repurchase Its priof nterest in the well wusing the same vaiuanen tormuid) and participate i further Operations theresn suotect to the pro-
.151001s herect.

* Arandgonment 0! Non-Consent Operanons: The prevsions of Arucle VTE L o VTE.ZD snove <hall be appucabie as detween

2. nsentny Purties N the event of the Proposed dbndoNMent Ny wed excepted (rom said Articies: proviged. nonever, no weil shali be
rermanentny tiveged and abandonea unless and unti i parties 2VINE e AL LO CONAUCT TITTNEr OPEFAtions therem Nive deen notttied
1 INe Proposed aDUNdoNMent Jnd dltorded tne OPPOTTUINIY 10 .t 10 1AKe over [he well 1n accordance with tne provisiens ot tis Arucle

ARTICLE VIIL
EXPENDITURES AND LIABILITY OF PARTIES

A.  Liability of Parties:

The lambity of the parties snail be several. not emo oo tiective. Each party shail be responsie oniv tor s Cenganons. and
sLall e itdble uniy for 1ts proporuionate share of the costs of devetoping and operanng the Contract Area. Accordingiy, the liens granted
imong the parnes in Article VILB. are 2iven to secure oniv the aebts ot each severailv. It 1s not the intenuion ot the parties to create. nor
shail this agreement be construed 4s creaung. a mumng or other partnership or association, or to render the parues iable as parwers.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator 2 lien upen s oif and eas nghts in the Contract Area. ang a secunity interest i its share
t Uil and OF 235 wnen extracted dNd 1S INCErest IN il CQuIpment. 1o secure PAVMent of s share ot expense, tegether with interest thereon

ed i Exhibit O T the extent that Uperator nas g security mterest unoer the Uni

{the rate prou m Commercan Code of the

sates Upetator snall be entiticd *o oxerse the el ang femedies of 4secuted party cnaer tic Cade. The Pomaing ot s sait and the ob-
CHTUNR | siament Dy Operator or the seuured iNGedtedness ~2ad ROt be deemed an election of remedies or otnerwise dttect the lien
rights ur seeurity interest as security for the pavment thereot. In addition, upon detauit by any Non-Operator 1n the pavment ot 1ts share
ot expense. Operator shall have the right. without prejudice to other rights or remedies. to coliect trom the purchaser the proceeds from
:he saie of such Non*Operator s share ot oil and-or gas unui the amount owed by sucn Non-Operator. plus interest. has been paid. Each
purchaser shail be entitled to reiv upon Operator’s written statement concerning the amount of any defauit. Operator grants a like lien
ana security interest to the Non-Operators to secure pavment of Operator s proportionate share of expense.

If anv parwy tails or ts unable to pav ws share ot exoense wuthin sixev () davs after rendition of 1 statement therefor bv
Operator. tne nondefauitine paruies. includineg Operator. shail. uron request bv Operator. pav the unpaid armount i the propartion that

mnterest ot each such party bears to the interest of il such rarties. Eich party so pavine s share of the unpawd smeunt snaii. to obtain
seimbursement thereot. be subrogated (o the securiry nights Cescrived 1n the toregoing paragrarn.

C. Payments and Accounring:

Except as nerem otherwise speciticaily provided, Oreratar <nail promptiv pay and discharge expenses incurrea n the deveiopment
<nd operauon of the Contract Area pursuant tu this aereement and shall charee eacht ot the parties hereto win their fespecuve propor-
rionate shares upon the expense basis provided in Exhibit *"C™" Operator shall keep an accurate record ot the joint account hereunder,
showine expenses incurred and charges and credits made ang received.

Operator. at 1ts election. shall have the right from tme to ume to demand and recerve trom the other parties pavment in advance
of their respective shares of the esumated amount ot the expense to be incurred in operations hereunder during the next succeeding
month. which right may be exercised only by submussion to each such party ot an itemized statement ot such estmated expense, together
with an invoice for its share thereot. Each such statement and invoice for the payment in advance ot estimated expense shall be submitted
on or before the 20th dav of the next precedine month. Each party shall pav to Operator its proportionate share of such esumate within
fifteen t15) days after such estimate and invoice 1s received. If anv party fails to pay tts share of said esumate within said nume. the amount
due shail bear interest as provided in Exhibit **C™" until paid. Proper adjustment shall be made monthly between advances and actual ex-
pense to the end that each party shall bear and pay its properuonate share of actual expenses incurfed. and no more.

D. Limitation of Expenditures: .

1. Drill or Deepen: Without the consent of all parties. no well shall be drilled or deepened. except anyv well drilled or deepened
pursuant to the provisions ot Article VI.B.2. of this agreement. Consent to the drilling or deepenmng shall inciude:
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Mmediate nouce

tne Nen-Urerarors Wno Jave (e rZnt L PUCUCIOIe N T CoMNIeton (se Vhe narnes recaviny sucn aonice snai have terty eweht

1 hours .exciusive of Saturday. dundav dnd legdi NOLdUvs 1 in WiCh 10 cieCt 10 PArUCIPAle 1R the SeLUNg Of CISNE AN (e COMPIeton at-
tempt. Such election. when made. shall inciude consent to uil necessary expenditures tor the compienng and equipping ot such well, in-
cluding necessary tankage and.or surtace tacthies. Failure of any party recerving such notce to repiv within the period above tixed shail
constitute an election oY that party Not 1o PArNICIDALe 1N the Cost oi the completion attempt. (1 vne of more. out less than ail ot the parties.
ciect 10 set pipe and to attempt a compienon. the provisions ot Article VI.B.2. hereot ithe phrase "“reworking. deepenine or plugging
hack ' as contamed in Arzcie VB2 shail be ueemed to inciude “'compieting” shail appiv to the operations therearter conaucted by less
than ail parnes.

2. Rewerk or Plug Buck: Without tne consent ot gil curties. no weil shll be reworked or piusged back excent a weil reworked or
riugeged back pursuant 1o tne provisions ar Arucie VIB.2. ot this aereement. Consent to the reworking or niugging oack ot 4 weil shall
include uii necessary expenaitures N CONAUCHINE SuCh OPErAtIoNs dNJ COMPICUNG And CUIPPINY Of Ssuid weil, inciudineg necessary tankage
ind.or surrace tacilites.

3. Other Oreranons: Without rhe consent ot all parties. Orerator <miil not undertake anv onele srovecr ~cancnapiv estimated
10 require an expenanure n excess ol twenty-five thousand Dallars (3 25,000.00 )

¢Xcept i connection with a weil. the drilline. reworkmg, deepening. compleune. recompienung. or riugging back ot which has been
previously dutnarized by or cursuant o nis agreement: provided. howerer. that o case o cxmosion, sres ooy or other sudden
cmergency. whether of the sume or ditferent nature. Uperator Mav take Such Steps and ineur Such eXpenses ds im s opimion are required

<o deal with the emergency o sateguard hite and property Put Uperdtor. as prompliv as possibie. spatl repere the emereency to the other
> it cmied N

nJrues. +

E. Rentais, Shut-in Well Payments and Minimum Rovalties:

Rentals, shut-in weil payments and munimum royaiues which may be required under the terms of any iease shall be paid bv the
party or parues who supjectec such lease to this agreement at its or therr expense. In the event two or more parties own and have con-
tribtited 1nterests i (e Same iedse 1 s agreement. st farties may deugndte one of such partes 1o make sad pavments tor and on
seftdit of ail such parties. Anv rarty may reauest, and shail be entitled o cecetve, proper esdence of i such pavments. In the event of
afure to MUKe Proper Payment of any rentdl, sShutn well pasment of mmmum rovay through mistake or cversiene where such pav-
ment 15 requifed 10 CONUNGE [Ne twdse 11 torce. wny 1oss which resuits rom such aon-pavment snail be torne 1 accordance with the pro-
visions of Arucle [V.B.2.

Operator shall noufv Non-Operatar ot the anucipated completion of 4 shut-in was well. or the shutung 10 or return @ production
of a3 producing gas well. at least tive (3) davs (exciuding Saturday. Sunday and lexal holidays.. or at the eariiest opportunitv permitted by
circumstances. prior to taking such action. but assumes no liability tor failure to do so. In the event ot taiiure by Operator to so notify
Non-Operator. the loss ot anv lease contributed hereto by Non-Operator tor tailure to make timety payvments ot unv shut-n weli pavment
shail be borne 1oimntlv by the parties hereto unaer the provistons ot Arucle [V.B.3

F. Taxes:

Beginning with the tirst calendar vear aiter the etfecuve date hereot. Operator shall render tor ad valorem taxauon ail property
<ubiect to this agreement which bv law <houid be rendered tor such taxes. and 1t shall pav il such taxes assessed thereon before they
become deiinguent. Prior to the renditon date. each Non-Operator shall furrish Operator tntormation as to urdens o inciude. but not
he limited to. rovaities. cvernaing rovaities and production payments) on icases and ol and gas ingerests contributed by such Non-
Operator. If the assessed valuauon ot anv teasehold estate 15 reduced by reason ot its being supiect to outstanding excess rovaities. over-
niding rovaities or production ravments. the reduction in ad valorem taxes resuiting theretrom snail inure to the benetit ot the owner or
owners ot such leasehold estate. and Operator snall adiust tne charge to such owner or owners so as to retlect the benetit ot such reduc-
tion. If the ad valorem taxes are rased in whoie or m part upon separate valuations ot each party s working nterest. then notwithstanding
anything to the contrary herein, charges to the jomnt account shall be made and paid by the parties hereto m accordance with the tax
value generated by each party's working interest. Operator shall bill the other parues tor their proportionate shares ot all tax pavments in
the manner provided in Exhibit *'C™".

If Operator considers anv tax assessment improper. Operator may, at its discretion. protest within the time and manner
prescribed by law. and prosecute the protest to a tinal determinauon. unless ail parties agree to abandon the protest prior to final deter-
mination. During the pendency ot aamimstrative or judicial proceedings. Operator may elect to pay. under protest. all such taxes and any
interest and penalty. When anrv such protested assessment shall have been finally determined. Operator shall pay the tax for thejoint ac-
count. togetner witit any interest and penalty accrued. and the total cost shail then be assessed against the parties. and be paid bv them. as
provided in Exhibit **C™".

Each party shall pav or cause to be paid ail production. severance. excise. gathering and other taxes imposed upon or with respect to
the production or handling ot such partv's share ot ol and:or gas produced under the terms ot this agreement.
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3 LIV 1 DLV e ISUIARCE 10 (e veNeNt OF e (0L 40Count of the purties us vutnned n Exmdir D77, Lizached to una made a part
sereot. Operator snall require il contractors engaged in work on or tor e Contract Ared to comply %in the workmen 's COmpensation
N law ot the state where the operauons ire bemng conducted ana to mamntain such otner insurance as Uperator mav require.

T In the event automoptle rubie Labtiity msurance is seecitied i sma Exhubir "D7L or supsequentiv receives the approvai of the

il rarties. no direct charge snail be maue by Operator tor premums pad 10r such insurance 1or Operator’'s automouve equipment.

1

s ARTICLE VIII.

T ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST

s A. Surrender of Leases:

-

IS The leases covered by this agreement. msotar J4s they emprace acreage m tne Contract Ared. shaid not e surrendered in whole
1 £ part uniess all parves consent therero.

2 However. shouid anyv partv desire to surrender its interest n 4ny lease or in any poruion thereor. and the other parties do not

safee or consent thereto. the cartv cesiring 1o surrender shail assign. without express or impued warranty ot utie. ol ot 1ts interest 1
wan lease. of porton ther

Lngans well, materidl and vquipment whichh mav ne ated thereon ana wny rights 10 proaucuon

-hereatter secured. to the parues not consenung to sucn surrender. 4 e e
N npp e ot s st
S R PP ; e i ; i : b

e L

~ Upon sucn assignment or iease. the assizmng partv shail be relieved from all
R onlmauons thereatter accruing. but not theretotore accrued. with respect to the interest assiened or leased and the operauon of any well

A~ .

X} aunbutable thereto, and the assiening party shall have no turther interest in the assigned or leased premises and its equipment and pro-

%) ducuon other than the royaities retained 1n any lease made under the terms or this Article. The party assignee or lessee shall pay to the

31 party assignor or lessor the reasonable salvage value ot the latter 's interest in any weils and equipment attributable to the assigned or leas-

12 ed acreage. The vaiue ot all materiai shuii be determined in accordance with the provisions ot Exhibit *C™". less the estmated cost of

131 sgivaemng and the esumated cost ot plugeing and abandoming. It the assignment or icase 1s 10 tavor of more than one party, the interest
ail be shared by sucn parties inoone prepornons hat e mierest of exeh bears 10 the totan merest o1 st such parues.

B Any asstenment. lease or strrender made under this provision shall not reduce or crange the assinor’s, lessor’s or surrendering
: Party s smterest ds 1t was immedudteiv detore the assienment. lease or surrender 1n the paiance of the Contract Area: and the acreage
38 assigned. leased or surrendered. und subsequent operations thereon. shall not thereatter be subject to the terms and provisions of this
30 Jgreement.

-#0)

+1 B. Renewal or Extension of Leases:

42

i3 [f anv party secures a renewal ot anv oii and gas iease subject to this agreement. all other parues shall be notitied promptiv. and

~  shall have the right tor a period ot thirtv 1 301 davs toilowing receipt ot such notice in which to eiect to parucinate in the ownership of the
3 renewai lease. insonar as such lease artects ands within the Contract Ared. by paving to the rarty wne acquired it their severdi proper pro-
O rornonate shares of the acguisition ¢nst diiocated to that part of such lease weehin the Contract Area. which shaii be in proporuon to the
' interests held at that ume by the parues in the Contract Area.

If some. but less than ail. « 1 the rartes elect to parucipate m the purchase ot 1 renewai iease. 11 ~hall be owned by the parties

Ty who elect to parucipate theren. i 1 rauo based upon the relationship ot thetr respective percentage of PArUCIPLtion 1 the Contract Area

i1 t the aguregate ot the percentages ot participauion 1 the Contract Area ot ali parties parucipating in the purcnase ob sucn renewal lease.
Anv renewal lease 1n which less than aii parties eiect to parucipate shall not be subect o this agreement.

33

hF! Each party who parucipates 1n the purchase of a renewal lease shall be given an assignment of 1ts proportionate interest therein

53 oy the acquiring party.

56

57 The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease

58  or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration ot 1ts predecessor lease. or taken or
39  contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision: but any lease taken-or con-
0  tracted for more than six (0) months after the expiration of an existing lease shall not be deemed a renewal lease and shail not be subject to
61  the provisions of this agreement. .-

02 G

63 The provisions in this Arricle sheli aiso be applicable to extensions of vil and gas ieases. -

4]

65 C. Acreage or Cash Contributions: ) e

00 . ’

67 While this agreement is in torce. if anv party contracts for a contribution of cash towards the drilling of a weil or any other

8  operation on the Contract Area. such contribution shali be paid to the party who conducted the driliing or other operation and shall be
69  applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreawe. the party to whofiy the con-
~0  tribution is made shail promptly tender an assignment ot the acreage. without warranty of title. to the Drilling Parties in the p_roqﬁons
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D. Maintenance of Uniform Interest:

For the purpose of mamtaming umitormity of ownersiup in the od and gas Jeasehold interests covered bv this agreement. no
rarty shail seil. encumber. transter or make other disposition ot 1ts interest in the feases emoraced withun the Contract Area and in weils,
cauipment and producton uniess such disposttion covers either:

i. the enure mnterest of the party 10yl iedses std equipment and production: or

2. un equal undivided interest n ali {edses N eqUIDMeENt and production 1n the Contract Area.

Every such sale. encumbrance. tcinster or ather disposiion made by anv party shali be Mace exeressiv subrect to this agreement

.o shall e made wathout pretidiee 1o the nent o the other farnes,

{t. at anv ume the interest of uns party 15 dnided amone and owned by tour or more covwners, Operator. Jt its discretion. may
coquire such co-uwners 10 appomnt s aneie trustee of oent with i authonty 1o feceive neuces, aprrove vxoenmtures., feceive ditlings tor
4nd approve and pav such party s share of the 10Nt expenses. und to dedl generaily with. and with power to bind. the coowners ot such
~AITY'S interest within the Scope Lt the oMerdtions emoraced in this agreement: nowever, il such co-owners shail have the right to enter
into and execute all contracts or agreements for the disposition ot their respective shares ot the oii and gas produced trom the Contract
Area and they shail have the right to receive. separately. pavment of the saie proceeds therect.

E. Waiver of Rights to Partition:
If permutted by rhe laws ot the state or states in which the property covered hereby s jocated. eachh partv hereto owning an

undvided mterest 1n the Contract Area waives anv and all rights it may have to partition and have set aside to 11 1n severalty its undivided

:nterest theremn.

y ——rr T s o L 2 a o LA A S A A SR T A B 0243 ot & 1 Y 21

Area. 1t sd ve written rotice to the other partes. with full informanon concerning s proposed sale, include the
name and address ol the pros
of the offer. The other parties shall then havé™T al prior right. for a per) ) davs atter receipt of the notice. to purchase
ses 1o sell: and. if this opuonal right is exercised. the purchas-
ars to the total interest of all purchasing par-

orteage (s interests, or to

Thase price. and all other rerms

rchaser twho must be ready. wiiling and able to purchases .

on the same terms and conditions the interest which the othe]
ing parties shall share the purchased interest Ffoporuons that the interest t
ues. However. there shall erential right to purchase in those cases where any party
dispose Ot LS.k tts bv mereer, reorgamizaton. cansalidation. or sale ot ail or substanually ali of its assets to a supsi

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement 15 not ntended to creste, ind shail not pe construed to create. 2 reianonsnin ot carmership or an association
Lor orofit between or among te parties Nercto. Nt ItAstanding any provision nerein that the rights and habilities nereunder are several
.nd not ot or collective, or that this aereement ang operanions hereunder shail not consutute a partnershup, i1, 107 tederai income tax
rurposes, this agreement and the operations hereunder are regarded s 4 partnership. cach parsy hereby attected elects to be exciuded
zom the application ot ail of the provisions ot Subchapter K77, Chapter 1. Subutde “*A 7" o1 the Internal Revenue Code of 1954, as per-
mitted and authorized by Secuon 761 of the Code and the regulauons promulgarea thereunder. Operator 1s authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as mayv be required by the Secretary ot the Treasury of the
United States or the Federal Internal Revenue Service. including specuicaily. but not by wav of limitation. all of the returns. statements.
and the data required by Federal Reguiatons 1.70\1. Should there be anv 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 required by the
Federal Internal Revenue Service or as mayv be necessary 1o evidence this election. No such party shail give any notices or take any other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the-Contract
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 cimtlar te that provided by Section 761 of the Code’is per-
inited, each party hereby atfected shalt make such eiection as may be permitted or required by such laws. In making the foregoing elec-
tion, each such party states that the income derived by such party from operations hereunder can be adequatelv determined without the
computation of partnership taxable income.
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ARTICLE X.
CLAIMS AND LAWSUITS

JPeratsl mav setiie 4av smzle unmsured third oarty Simage Clam or - Serallony avrvuncer i The expenditure

ten tnousana ana nos100 o Sollars

10,000.00

_<eds the apove amount, the rarues hereto sndil assume and take over the turther handiing of the clum of sutl. Gniess such authority 1s

rent ot suln Slam orosuit it the Jmount reguireg 1ofr settlement ex-

CLldgartne

ment s in compiete s

Jelegated to Operator. All costs and expenses of handiing. settiing, or otherwise discharging such ciam or suit snail be at the joint ex-
rense of the parues parucipaung in the operation trom which the claim or sui arses. it 4 claum 1s made aganst anv partv or it anv party is
sUed ON JCCOUNt OF 4NV MAtter ANsiNg trom operations hereuncer over which such inawvidual has no controi because of the rights given
Operator by tnis agreement. such party shail immeamateiv noury all other parues. and the ¢iaim or sunt shail be treatea as anv other claim
_f suil myvoiving operations hereunaer.

ARTICLE X1
FORCE MAJEURE

it anv party s rendered unubie. W ROV OF N et by TOCCe mMdiedfe 10 CArry out (s obIZdlons under this daereement. other than
the opliation o Make MoRey Pavments. taat pacty shall wive 0wl cther partes promet whitten noice of ne orce maleure with

reasonabiy 1uil parnicuiars concermine v tnereupen. (e obitgations Ol the NUrty AIVinY the NOUCE. s0 WF 4s ey are atected by the force

Tl SN P SUSPORAed QafnE. Ut e Wil IR4T. Ml SHURLLRLe O the 10T TABTE. T ae e ied TURTY Sae woc au [edSONaDie

Zilgence 1o remove the torce Mateure situdiion ds duickiv as pracuicaole.

eMent that dav ferce DLieure shall ¢ remedive 8N wd feasoNabie IsPUAicn sHdl o feduire IRy seihement of strikes.

Dckouts. 7 ootner lapor ditticuity by the party invoived. contraey o its wishes: now aii sucn ditticuiues snail oe hinawd shau be entirely

nnn the discrenen ot the oarny concerned.

The term “"torce maleure . is here empioved. shall mean an act o1 God. stnike. lockout. or other ndustriai disturbance. act ot
the pubiic enemy. war, plockade. puohic rior. lightnine, tire, storm, tlood. expiosion. vovernmentai action. governmentai delav, restraint
or 1nacuon, unavailability ot equipment. und any other cause. whether ot the kind specitically enumerated above or otnerwise, which is

not reasonabiy within the control ot the party claiming suspenston.

ARTICLE XIIL.
NOTICES

Al notiees aethorized o required between the parties and reauired Byoanv of the rrovisions of JEreemient. anwess otherwise
seeaincaliv provided. shail be given i wrinng by mai or felegram. postage or charges prepaid. or by telex or teiccoprer and addressed to
tne parues to whom the nouce is given at the addresses iisted on Extubit " A", The orweinaune natice given under any provision hereot
shail be deemed given onlv when received by the party to whom such notice is directed. and the ume tor such party to give any notice in
response thereto shall run trom the date the onginaune notice 1s recerved. The second or any responsive notice shatl 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 night 10 change its address at anv ume, and from ume to ume, by giving written nouce thereot to il other parnes.

ARTICLE XIIL
TERM OF AGREEMENT

This aereement shall remamn 1n tuii terce and eftect s to the o and gas leases and or ol and was interests subwct hereto tor the
rertod of time seiected below: provided. however. no party hereto shail ever be construed as having anyv right. title or interest 10 or to any
icace or o1l and gas interest contributed bv any other party bevond the term of this agreement.

— Opuon No. |: So long a5 unv of the o1l and gas leases subiect to this agreement remaim or are continued 1n 10rCe ds to any part

¢ the Contract Area. whether by producuon. extension. renewal of otherwise.

X Option No. 2 In the event the weli described 1n Arucle V1A or any subsequent well drilled undger anv provision ot this
Jgreement. resuits in producuon of oii and.or 2as I paying quantities. this agreement shail continue in 1orce 50 iung as anv such well or
weils produce. or are capable ot production. and for an additionai period of 90 days trom cessation ot all production: provided.
however. it. prior to the expiration ot such additionai period. one or more ot the parties hereto are engaged in drilling. reworking, deepen-
ing. plugging back. testing or attemptine to complete a well or weils hereunder. this agreement shall continue in torce unul such opera-
tions have been compieted and it production results theretrom. this agreement shall conunue in force as provided herein. in the event the
well described in Article VLA, or any subsequent well drilled hereunder. results in a dry hole. and no other well is producing. or capable
of producing oil andior gas trom the Contract Area. this ayreement shail terminate unless drilling. deepeming. plugging back or rework-
ing operations are commenced within LO__ days from the date of abandonment of said well. ‘
Py

[t is aureeu. however. that the termination of this aereement shall not relieve anv party hereto from any labilitv which has

acrued or attached prior to the date ot such termination.
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ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Luws. Regulations and Orders:

This aereement snall be subiect to the conservauon luws of the state m wmch the Contract Area 1s iocated. (0 the vabd rules.
reeulauons. Jand orders ot any duly constituted regulatory bouv ot said state; and 10 ail other appucasie tederai, state, Jnd local laws. or-
Jinances. ruies, reguiations. ana orders.

B. Governing Law:
This agreement and all matters pertaining hereto. including. but not imited to. matters of pertormance. non-pertormance. breach.

remedies. procedures, nehts. duties and interpretation or construction. shall be woverned ind determined bv the law ot the state 1n which
he Contract Area is located. If the Contract Area 15 1n two or more states. the law ot the state ot New Mexico

shail govern.
C. Regulatory Agencies:

Nothing herein contained shall erant. or be construed to grant. Operator the right or authority to waive or release anv rights,
rrivileges. or obligations which Non-Orerators may huve under federal or state laws or under ruies. reguitions or orders promuigated
under such laws 1n reterence to oil. gas and mineral operauons. including the location. operation. or proauction ot wells. on tracts offset-
ung or adiacent to the Contract Area.

With respect to operations hereunder. Non-Operators auree 1o release Operator trom anv and all losses. damages. injuries. claims
4nd causes Of JCUION arisSINg Lut of, ncident o or resuitng directy or mdirectly rrom Operator s interpretation or appilcation ot ruies.
ruhings, reguiations or orders ot the Department ot Enerev or predecessor or successor agencies to the extent such interpretation or ap-
plication was made in good faith. Each Non-Operator iurther agrees to reimburse Operator tor any amounts applicable to such Non-
Operator s share of production that Operator mav be required to refund. rebate or pav as a result of such an ncorrect interpretauon or
application. together with interest and penalties thereon owing by Operator as a resuit of such incorrect interpretauon 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 soid hereunder or to anv other person or entity pursuant to the requirements ot the '*Crude Oil Windfall Profit Tax Act
of 1980™". us same may be amended from ume to ume " Act™". und any valid regulations or ruies which may be tssued by the Treasury
Department trom tume to nme pursuant to swid Act. Each party hereto agrees to turmsh anv and ail ceruncations or other intormation
which is required to be turnished by said Act in 1 umely manner and in sutticient detail to permit complunce with said Act.

ARTICLE XV.
OTHER PROVISIONS

A. Failure of any party to execute this agreement shall not render it
ineffective as to any party which does execute the same. If counterparts
to this agreement are executed, the signatures and acknowledgements of the
parties, as affixed thereto, may be combined by Operator in, and treated
and given effect for all purposes as, a single instrument. This agreement
also may be ratified by separate instrument referring hereto, each of
which shall have the effect of the original agreement and of adopting by
reference all of the provisions herein contained.

B. Notwithstanding anything to the contrary in Article VI.B.2 or
VII.D.2, the share of production from a well which non-consenting parties
shall be deemed to have relinquished to consenting parties in any
reworking, deepening, plugging back or completing of a well (as such terms
are defined and used in Article VI.B.2 and Article VII.D.2) shall be the
non-consenting parties' share of production only from the interval or
intervals of the formation or formations from which production is obtained
or increased as a result of the operations in which the non-consenting
parties did not participate. In the event a subsequent operation is
proposed for such well by one or more consenting parties prior to recovery
of all costs and penalties recoverable from the relinquished interest of %
non-consenting party in said interval or formation, non-consenting party"
shall be entitled to participate therein to the extent of its interest _.
prior to relinquishment. ok




ARTICLE XVI.
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit
of the parties hereto and to their respective heirs, devisees, 1legal
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 1llth day
of August, 1989.
OPERATOR
EL PASO NATURAL GAS COMPANY AS

OPERATOR AND ON BEHALF OF ALLISON
UNIT WORKING INTEREST OWNERS

By:

Kent Beers, Attorney-in-Fact

NON-OPERATORS

RICHMOND-HOGUE OIL AND GAS COMPANY

By:

JUDY G. ZWEIBACK
By:

MYRNA G. RAFFKIND
By:

BARBARA ANN WITTEN
By:

Allison Unit Com #135



Allison Unit Com #135

NON-OPERATORS (CONTINUED)

By

By:

By:

ROBERT C. WITTEN

VICKI MIZEL

GARY DEAN MIZEL

STEVEN MAYER MIZEL

LARRY MIZEL

SOUTHLAND ROYALTY COMPANY

Kent Beers, Attorney-in-Fact

LANCE BREWSTER REEMSTMA




—

Allison Unit Com #135

NON-OPERATORS (CONTINUED)

MALCOLM E. SMITH

By:

JESSIE MAE WAKELAND
By:

EDGAR JOHN LAYLAND
By:




STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this 12th day of
September, 1989, by Kent Beers, Attorney-in-Fact, of EL PASO NATURAL GAS
COMPANY, a Delaware corporation, for and on behalf of said corporation.

Notary Public
My Commission Expires:

May 30, 1993

STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this 12th day of
September, 1989, by Kent Beers, Attorney-in-Fact, of SOUTHLAND ROYALTY
COMPANY, a Delaware corporation, for and on behalf of said corporation.

Notary Public
My Commission Expires:

May 30, 1993

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this _ _ _ day
of , 1989, by ,
s of RICHMOND-HOGUE OIL AND GAS COMPANY,
a corporation, for and on behalf of said corporation.

Notary Public

My Commission Expires:

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1989, by JUDY G. ZWEIBACK.

Notary Public

My Commission Expires:




STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day
of , 1989, by MYRNA G. RAFFKIND.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1989, by BARBARA ANN WITTEN.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1989, by ROBERT C. WITTEN.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day

of , 1989, by VICKI MIZEL.

Notary Public

My Commission Expires:




STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day
of , 1989, by GARY DEAN MIZEL.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1989, by STEVEN MAYER MIZEL.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1989, by LARRY MIZEL.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day

of , 1989, by LANCE BREWSTER REEMSTMA.

Notary Public

My Commission Expires:




STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day
of , 1989, by MALCOLM E. SMITH.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1989, by JESSIE MAE WAKELAND.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day

of , 1989, by EDGAR JOHN LAYLAND.

Notary Public

My Commission Expires:




EXHIBIT "A"

Attached to and made a part of that certain Operating Agreement dated
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and
Non-Operators.

I. LANDS SUBJECT TO OPERATING AGREEMENT:
Township 32 North, Range West

Section 9: SW/4, S/2 NW/4, Lots 3, 4
Containing 278.20 acres, more or less

I1. RESTRICTIONS, IF ANY, AS TO DEPTHS OR FORMATIONS:

This Agreement shall cover only the Fruitland Coal formation.

III. ADDRESSES AND PERCENTAGES QR FRACTIONAL INTERESTS OF PARTIES TO
THIS AGREEMENT:

El Paso Natural Gas Company Operator
c/o0 Land Department

Meridian 0il Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

Allison Unit Working Interest Owners 25.161754%
c/o Land Department

Meridian 0il Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

Southland Royalty Company 3.594536%
c/0 Land Department

Meridian 0il Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

*T, H., McElvain 0il and Gas Properties 55.934941%
220 Shelby Street

P.0. Box 2148

Santa Fe, New Mexico 87504-2148

*Richmond-Hogue 0il and Gas Company
2651 North Harwood, Suite 360
Dallas, Texas 75201

Judy G. Zweiback 1.797268%
9008 Pacific
Omaha, NE 68114

Myrna G. Raffkind 1.797268%
3800 Danbury
Amarillo, TX 79109

Barbara Ann Witten 3.594536%
535 East 86th Street
New York, NY 10028

Robert C. Witten 3.594536%
535 East 86th Street
New York, NY 10028

Vicki Mizel : 0.898634%

101 West Broadway, #1300
San Diego, CA 92101

*Subject to Farmout Agreement with Richmond-Hogue 0il and Gas Company
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EXHIBIT

nAN

CONTINUED

ADDRESSES AND PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO

THIS AGREEMENT (CONTINUED):

Gary Dean Mizel

c/o Pamela Staeck

3801 East Florida Ave., #605
Denver, CO 80210

Steven Mayer Mizel

c¢/o Kaufmann Alsberg & Co.
20 Broad Street

27th Floor

New York, NY 10005

Larry Mizel

3600 Yosemite Street
Suite 1040

Denver, CO 80281

Lance Brewster Reemstma
57 Edgecroft Road #A
Kensington, California 94707

Malcolm E. Smith
803 5. Edgefield Ave.
Dallas, Texas 75208

Jessie Mae Wakeland
603 W. Peter Smith
Fort Worth, Texas 76104

Edgar John Layland
102 Hutchunson Drive
Smyrna, Tennessee 37167

.898634%

.898634%

.898634%

.336988%

.449317%

.112329%

.031991%



EXHIBIT "B"
Attached to and made a part of that certain Operating Agreement dated

August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and
Non-Operators.

OIL AND GAS LEASE

STATE OF )
) ss.

COUNTY OF )

THIS AGREEMENT made this _ day of ,
19 , between , as Lessor,
whose address is s
and , as Lessee.

WITNESSETH:
1. Lessor, for good and valuable consideration, the receipt of which

is hereby acknowledged, and in consideration of the royalties herein provided,
and of the agreements of Lessee herein contained, hereby grants, leases and
lets exclusively unto Lessee for the purpose of investigating, exploring,
prospecting, drilling and mining for and producing oil and gas only, laying
pipe lines, building roads, tanks, power stations, telephone lines and other
structures thereon to produce, save, take care of, treat, transport and own
said products, the following described land in
to wit:

2. Subject to other provisions herein contained, this lease shall be
for a term concurrent with the term of the Operating Agreement to which this
Exhibit "B" is annexed.

3. The royalties to be paid by Lessee are: (a) on oil,

( ) of that produced and saved from said land, the same to be delivered at the
wells or to the credit of Lessor into the pipeline to which the wells may be
connected. Lessee may from time to time purchase any royalty oil in its
possession, paying the market price therefor prevailing for the field where
produced on the date of purchase; (b) on gas, including casinghead gas or
other gaseous substance, produced from said land and sold or used off the
premises or for the extraction of gasoline or other produce therefrom

¢ ) of the gross proceeds received by lessee for the gas so
sold or used, provided that on gas sold at the wells the royalty shall be

( ) of the amount realized from such sale.

4, Lessee, at its option, is hereby given the right and power to pool
or combine the acreage covered by this lease, or any portion thereof as to oil
and gas, or either of them, with other land, lease or leases in the immediate
vicinity thereof to the extent, hereinafter stipulated, when in Lessee's
Jjudgment it is necessary or advisable to do so in order properly to explore or
to develop and operate said leased premises in compliance with the spacing
rules of the lawful governmental authority having jurisdiction, or when to do
so would, in the judgment of Lessee, promote the conservation of oil and gas
in and under and that may be produced from said premises. Units pooled for
0il hereunder shall not substantially exceed 160 acres each in area, and units
pooled for gas hereunder shall not substantially exceed in area 640 acres each
plus a tolerance of 10% thereof, provided taat should governmental authority
having jurisdiction prescribe or permit the creation of units larger than
those specified, units thereafter created may conform substantially in size
with those prescribed or permitted by governmental regulations. Lessee under
the provisions hereof may pool or combine acreage covered by this lease, or
any portion thereof as above provided as to cil in any one or more strata and
as to gas in any one or more strata. The units formed by pooling as to any
stratum or strata need not conform in size or area with the unit or units into
which the lease is pooled or combined as to any other stratum or strata, and



il units need not conform as ts area with gas units. The pooling in one or
~ore instances shall not exhaust the rights of the Lessee hereunder to pool
chis lease or portions thereof into other units. Lessee shall file for record
in the appropriate records in the county in which the leased premises are
situated an instrument describing and designating the pooled acreage as a
cooled unit. Lessee shall furnish Lessor a certirfied copy of each such unit
designacion. Lessee may at its election exercise its pooling option after
commencing operations for or completing an oil or gas well on the leased
premises, and the operations for or completing an oil or gas well on the
leased premises, and the pooled unit may include, but it is not required to
include, land or leases upon which a well capable of producing oil or gas in
paying quanitites has theretofore been completed or upon which operations for
the drilling of a well for oil or gas have theretofore been commenced.
Operations for drilling on or production of oil or gas from any part of the
pooled unit which includes all or a portion of the land covered by this lease
regardless of whether such operations for drilling were commenced or such
production was secured before or after the execution of this instrument or the
instrument designating the pooled unit, shall be considered as operations for
drilling on or production of oil or gas from land covered by this lease
whether or not the well or wells be located on the premises covered by this
lease, and the entire acreage constituting such unit or units, as to oil and
gas, or either of them as herein provided, shall be treated for all purposes,
except the payment of royalties on production from the pooled units, as if the
same were included in this lease. For the purpose of computing the royalties
to which owners of royalties and payments out of production and each of them,
shall be entitled on production of oil and gas, or either of them, from the
pooled unit, there shall be allocated to the land covered by this lease and
included in said unit a pro rata portion of the oil and gas, or either of
them, produced from the pooled unit after deducting that used for operations
on the pooled unit or as to gas that which may be furnished to the lessors
therein for use on such leases in accordance with their terms. Such
allocation shall be on an acreage basis--~that is to say, there shall be
allocated to the acreage covered by this lease and included in the pooled unit
that pro rata portion of the oil and gas, or either of them, produced from the
pooled unit which the number of surface acres covered by this lease and
included in the pooled unit bears to the total number of surface acres
included in the pooled unit. Royalties hereunder shall be computed on the
portion of such production, whether it be oil and gas, or either of them, so
allocated to the land covered by this lease and included in the unit just as
though such production were from such land. The production from an oil well
will be considered production from the lease or oil pooled unit from which it
is producing and not as production from a gas pooled unit and production from
a gas well will be considered as production from the lease or gas pooled unit
from which it is producing and not from an oil pooled unit. Any pooled unit
designated by Lessee in accordance with the terms hereof may be dissolved by
Lessee by instrument filed for record in the appropriate records of the County
in which the leased premises are situated at any time after the completion of
a dry hole or the cessation of production on said unit.

5. The rights of either party hereunder may be assigned in whole or
in part, and the provisions hereof shall extend to their heirs, successors and
assigns; but no change or division in ownership of said land, or royalties,
however accomplished, shall operate to enlarge the obligations or diminish the
rights of Lessee; and no change or division in such ownership shall be binding
on Lessee until thirty (30) days after Lessee shall have been furnished at
Lessee’'s address noted above with a certified or photostatic copy of recorded
instrument or instruments evidencing same. Lessee shall furnish Lessor a true
copy of each assignment affecting this lease. In the event of assignment
hereof in whole or in part, liability for breach of any obligation hereunder
shall rest exclusively upon the owner of this lease or a portion thereof who
commits such breach.

6. It is agreed that Lessor does not warrant title to said land,
either expressly or impliedly, but if Lessor owns an interest in the oil or
gas on, in or under said land less than the entire fee simple estate, then the
royalties to be paid Lessor shall be reduced proportionately.

—2-



7 Should Lessee be prevented from complying with any express or
implied covenant of this lease, except the payment of money, from conducting
drilling or reworking operations thereon or from producing oil or gas
therefrom by reason of operation of force majeure, or any Federal or state law
or any order, rule or regulation of governmental authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be
suspended, and Lessee shall not be liable in damages for failure to comply
therewith; and this lease shall be extended while and for so long as Lessee is
prevented by any such cause from conducting drilling or reworking operations
on or from producing oil or gas from leased premises; and the time while
Lessee is so prevented shall not be counted against Lessee, anything in this
lease to the contrary notwithstanding.

IN WITNESS WHEREOF, this instrument is executed on the date first above
written.

~3-
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beuween EL PASO NATURAL _GAS COMPANY, as Operator, and Non—Og rators.

&

ZHAEBIT “C

o that certain Operating Agreement dated August 11, 1989,

ACCOUNTING PROCEDURE
JOINT OPERATIONS

[. GENFRAL PROVISIONS

Definitions

“loimt Protersc T il mean tre senad and nersanal neanesie aieer 1o sl ereemian cn cvhien Chis o nrina Pracaedyra
o~ adtacned.

“doint Hper.nmn.\'" ~hail mean ait operations necessary vy droper for the teveionment. operatton, bratection and mainte-
snee of the J .t Property

ARUNCEU T T s et e L W e SRS Bl e e Tecdihen L e cotiiet - ihe Joint upera-
1ons il whien are  be ~snared by the Partes.

“inerator” <hs ettt the part designated o venoniet the Joint Operatons,

“Non-OUperators  <nail mean toe Parties o s agreement other than the perator.

“Parties” shail mean Uperator and Non-Uperators.

“First Levei Supervisors” shall mean those emplovees whose primary tunction in Juint Operations is the direct supervision
of other emplovees and or contract laber directly emploved on the Joint Property in a field operatine capacity.
“Technical Employees ™ shail mean those employees having special and spectfic engineering. geologicul 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 travei and other reasonable reimbursable exvenses of Operator's emoloyees.
“Material” shail mean personai property. equipment or supplies acuwired or held for use on the .inint Property.
‘Controilabic \I'xh-rim" <ranonenn Materad which at the time 1s ~o casaitied in the Materian Ciissification Manual as
PINSE pPecenTly reeammendent 0 e Caunent ol Pelraicam Accountants Societies,

'

Statement and Billings

Operator shall bill Non-Operators on or hefore the lust day of each month for their proportionate share of the Joint Ac-
count for the preceding month. Such biils will be accompanied by statements which identity the authority for expenditure,
tease 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 fullv described in
detail.

Advances and Pavments by Non-Operuators

A, Unless ntherwise provided for in the agreement. the Operator mav require the Non-Unerators to advance their
<hare of estimated casn nutiay for the succeeding montn’s operation within fifteen (151 dayvs atter receipt of the bill-
ing or by the first dav of the month for which the advance 15 renuired. whichever is later. Operator =hall adjust each
monthiv atiling w refiect agvances recetved from the Non-Operators.

. Fach Non-Operator ~hati payv its proportion ol ali bills within fifteen « 15 dayvs arter receipt. If pyyment 1\ not made
«within suen time. the unpaid balance shatl bear interest monthiv at the prime rate in effect w _1€Xas Commerce
Bank, Houston, Texas _ .. the first ay of the month in which delincuency oceurs plus2% or the maximum
vontract rule permitted vy tne applicanle usury laws i the state in which the Joint Property is wcated. whichever
is the lesser. plus attornev’s feex. court costs. and other costs in connectivn with the coilection of unpaid amounts.

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 1o Non-Operators by Operator during any calendar vear shall con-
clusively be presumed to be true and correct after twenty-tfour (24) months (ollowing the end of any such calendar year,
unless within the said twentv-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adijustment favorable to Operator shall be made unless it is made within the same prescribed
neriod. The nrovisione of this naraeraph shail not prevent adjustments resulting from 2 physical inventory of Centrollable

Material as provided for in Section V.

COPYRIGHT® 1985 bv the Council of Petroleum Accountants Societies.
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LoNon-Unerator.

Solice g o e rptor o

BUVEe e F1eng To audil Overy-
TP ACCONNTR ARG Ceenra. v e T e Gt Ay L oany Libe 1ven ‘ourdi) montn
O ToUOWING TNE wreg Of & G0 e Naar Vere: Brovided, nowever. DA WU s wat extend the time
the aking &7 WONTen exvellion o aild e adiUsimenia ol aeeounts as vroviced for in PParagrann 4 of this Section
i. Where tnere are two or more Non-Uperators. ine Non-Uperators sniail make every reasonapie etfort to conduct a
inint audit in 4 manner which wiij result in 2 minimum of inconvenience to the Operator. Uperator shall bear no por-
tion of the Non-Operators’ audit cost tneurred under tnis paragraph unless agreed to by the OUperator. The audits
zhall not be conducted more than once each vear without prior anprovai of O)perator, except upon the resignation or
removil of ine Operator. ana ~hail be made ut the expense of those Non-Uperators 1pproving such audit.

B.  The Uperator shall repiv in wwriting 10 an audit report within 130 davs arter receipt of such report.

Approval By Non-Operators

Where an approval or other agreement of the Parties or Non-(Operators is expressiv required under other sections of this
Accounting Procedure ana if the agreement to which this Accounting Proceture 1s attached contains no contrary provisions

in regard thereto. Operator snall noufy ail Non-Uperators of the Operator's proposal. und the agreement or approval of
4 majority in interest of the Non-Uperators shall be controtiing on atl Non-Operators.

11. DIRECT CHARGES

Operator snall charge the Joint Account with the following items:

1.

Ecological and Environmentai

Costs incurred for the benefit of the Joint Property as a result of governmental or reg:latory requirements to satisfy environ-
mental considerations applicable o the Joint Operations. Such costs may include surveys of an ecological or archaeological
nature and pollution controi procedures as required by applicable laws and reguiations.

Rentais and Royalties

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

Labor

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

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

{3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are exctuded
from the overhead rates.

(4) Salaries and wages of Technical Employees either tempararily or permanentiv assigned to and directly empioyed
in the operation of the Joint Property if such charges are exciuded from the overhead rates.

B. Operator’s cost of holiday. vacauon. 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 [i. 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 1. If percentage assessment
is used. the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant 1o 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 11

D. Personal Expenses of those emplovees whose salaries and wages are chargeable to the Joint Account under Paragraph
A of this Section 1.

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 II shall be Operator’s actual cost not to exceed the percent most recent-
iy recommended by the Councii of Petroleum Accountants Societies.

Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section TV. Only such Material

shall be purchased for or transierrea to the Joint Property as may be required for irunediate use and is reasonably practicat
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided.

Transportation
Transportation of empioyees and Material necessary for the Joint OQperations but subject to the following limitations:
A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties. no charge 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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~ the application of sugparagrapns A ana 5 above, the opuion o equatize or enarge actzal trucking cost is available
i1en the actual charge 13 3300 or jexs exciuding aceessoria: charges. The 400 wiit be adjusted to the amount most
recently recommended by the Couneil of Petroleum Aceountants Societies.

services

The cost of contract services. equipment and utilities provided by autside sources. except services excluded by Paragraph
10 of Secuon I and Paragrapn i, i and i, of Rection i1l The cost of professional consuitant services und contract ser-
vices of teennical personnei directiv engaged on tnhe Joint Property 1t suen charges are exciuded tfrom the overhead rates.
The cost of professional consultant services or contraet servives of technical personner not arectiv engaged on the Joint
Prapertv shall not be charged to the Joint Account uniess previousiy agreed to by the Parties.

F.quipment and Faeilities Furnished Bv Operator

A. Omperator shall charge the Joint Account for use of Operator owned enquipment and faciiities at rates commensurate
ith costs ol OWNErsnip and operation. Juui ratés shaii Inciude Costs of Maintenance, repairs, ther operating expense.
insur?nce. 1axes. depreciatign, and interest on ¢ross investment iess accumulated depreciation not to exceed

twelve percent ( 1 ") per annum. Such rates shall not exceea average commerciai rates currently pre-
valling in the immediate area of the Joint Property,

B. Inlieu of charges in paragraph %A above. Operator mav elect to use average commerciai 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
Petroieum Motor Transport Assoclation.

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 lasses
incurred by fire. flood. storm. theft. accident. or other cause. except those resuiting from Operator’s gross negligence or
willful misconduct. Qperator 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. pavment of judgements and
amounts paid for settlement of claims incurred in or resuiting 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 Il uniess otherwise agreed to by the Parties. except as provided in Section I, Paragraph

Taxes

All taxes of everv kind and nature assessed or levied upon or in connection with the Joint Provertv. the operation thereof.
or the production therefrom. and which taxes have been paid by the (Jperator 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 premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation and/

or Emplovers Liability under the respective state’s laws. Operator may. at its election. inciude the risk under its seif-
insurance program and in that event, Operator shall include a charge at Operator’s cost not to exceed manual rates.

Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property. including costs required by governmental or other reguiatory
authority.

Communications

Cost of acquiring, leasing, installing, operating, repairing and maintaining communicatior. svstems, inciuding radio and
microwave facilities directly serving the Joint Property. [n 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 iI.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II. or in Section III 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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ITI. OVERHEAD

Overnead - Drilling and Produeing Operations

B.

As compensation for admini=zirative. sUDervision. office services ana warenonsing casta, dnerator <naii charge drilling
4nd producing operations on either:

XX) Fixed Rate Basis. Paragraph 1A. or
t ) Percentage Basis. Paragraph 1B

Unless otherwise agreed to by the Parties. such charge snhall be in lieu of costs and expenses of all offices and salaries
or wages pius applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A. Section {I. The cost and expense of services from outside sources in connection with matters of taxation. traffic.
accounting or matters before or involving governmentai agencies shall be considered as inciuded in the overhead rates
provided for in the above selected Paragraph of this Sectton I11 unless such cost ana expense are agreed to by the
Parties as a direct charge 1o the Joint Account.

The saiaries, wages and Personal Expenses of Technicai Emplovees and/or the cost of professional consultant services
and contract services of technical personnet directivy empioyed on the Joint Property:

) shail be covered by the overhead rates. or
KX) shail not be covered by the overnead rates.

iii. The salaries. wages and Personal F.xpenses of Technicai Empioyees and/or costs of professionai consultant services

and contract services of technical personnel either temporarily or permanently assigned 1 and directly employed in
the operation of the Joint Property:

{1 shall be covered by the overhead rates. or
KX) shall not be covered by the overhead rates.

Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $ _3,500.00
{Prorated for less than a full month)

Producing Well Rate$ 350,00

(2) Application of Overhead - Fixed Rate Basis shall be as follows:
ta} 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
mare consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive
work days or more shall be made at the drilling weil rate. Such charges shail be appiied 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
(13) or more consecutive calendar days.

th

Producing Well Rates

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

(2

Each active completion in a multi-completed well in which production is not commingied down hole shall
he considered as a one-well charge providing each completion is considered a separate weil by the gavern-
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 10 a permanent sales
outlet.

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

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowabie, lease allow-
able, transferred ailowable, 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 muitiplying 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 vear 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.

Overhead - Percentage Basis

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

-4-
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Paragrapns 2 and 10 of Section 1. ail salvage creaits. the vaiue of injected substances purchased for secondary
recovery ana ali taxes and assessments which are tevied. assessed and pait upon the mineral interest in and
w0 e JJoint Propertv.

12y Appiicauon of Uvernead -~ Percentage Basis shall be as follows:
For the purpose of Jetermining charges on a percentage basis under Paragravn 113 of this Secuon i1, development
~nali include ail costs 1n connection with drilling. redriiling. deepening, or anv remedial operations on any or ail
wveils involving the use ol driiling rig anda crew capable of driiling to the proaucing interval on the Joint Prop-
=PIV 4130, preliminary expenditures necessarv in nreparation for driiling and expenditures incurred in abandoning
vhen tre weli is not compieted as i proaucer, and originai cost of construction or mmstaiiation ot fixed assets. the

expansion of fixed assets and anv other nroject cleariv discernible as a fixea asset. excent Mauior Construction as
defined in Paragrapn 2 of this Section {1[. All other costs shail be conswderea us operaung,

Overhead - Major Consiructuon

To compensate {)perator for overhead costs incurred in the construction and installation of fixed assets. the expansion of
fixed assets. und anyv other nrotect cleariv discernibie as a fixed asset required tor the develnpment and operation of the
Joint Property. Uperator snail either negotiate a rate prior to the beginning of construction, or shajl cn(%se Sbe Joint
Account for overnead based on the following rates for anv Major Construction project in excess of # 25,000.00 .
A8 o of first $100.000 or total cost if less. plus

B. 3 % of costs in excess of $100.000 but less than $1,000.000. plus

C. 2 %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 singie

project shail not be treated separately and the cost of drilling and workover wells and artificiai lift equipment shall be
exciuded.

Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
w 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.— 9 __ %of total costs through $100.000: plus

B. ..__3__ % of total costs in excess of $100.000 but less than $1,000,000: plus

C._— 2 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 111 shall appiy.

Amendment of Rates

The overhead rates provided for in this Section {II may be amended from time to time oniy by mutual agreement between
the Parties hereto if. in pracuce, 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 credits 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 shail be under no obligation to purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controilable 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.

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, shail be priced on the following basis exclusive of cash discounts:




Seew Matera: (Condition s

<1y Tubuiar Gooas OUther tnan Line Pive

w) Tubular goods. sizea 2 . inenes OD ond larger except hne pinpe. snatr e pricea at Eastern miil published
carfoad base prices eifeciive d~ of date of movement plus transportation cost using the at.Uol pound cariead
weignt basis to the raiiwayv receiving point nearest the Juint Property for whicn published rail rates for
tubular goods exist. If the 30.U00 pound raii rate is not offered. the 70.000 pound or 90.000 pound rail rate
may be used. Freight charges for tubing wiil be calcuiated from Lorain. Uhie and casing from Youngstown.
Ohio.

(bl For grades which are special to one mill only. prices shall be computed at the mill base of that mill plus trans-
portation cost from that miil to the railway recetving point nearest the Joint Property as provided above in
Paragraph 2.A.(1Kal. For transportation cost from points other than Eastern mills. the 30,000 pound Oil Field
Haulers Association interstate truck rate shail be used.

tcy Special end finish tubuiar goods shall bg priced at the lowest published out-of-stock price, f.o.b. Houston.
Texas. plus transporeation cost. using Uil Field Haulers Association interstate 30.000 pound truck rate. to
the raiiway receiving point nearest the Joint Property.

td} Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.o.b.

the suppiier blus transportation costs. using the Oil Field Haulers Association interstate truck rate per weight
of wbing transterrea. to tne raliway receiving point nearest the Joint Property.

(2) Line Pipe

ta) Line pipe movements (excent size 21 inch OD and larger with walls *, inch and over :30.000 pounds or more
shall be priced under provisions of tubuiar goods pricing in Paragrapn A.lia) as provided above. Freight
charges shall be caiculated from Lorain. Ohio.

(b

-~

Line pipe movements (except size 24 inch OD and larger with walls ¥ inch and over) less than 30,000 pounds
shall be priced at Eastern miil published earload base prices effective as of date of shipment. plus 20 percent.
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A.{1Xa) as provided above. Freight charges shall be caicuiated from Lorain, Ohio.

{(e) Line pipe 24 inch OD and over and %, inch wall and larger shall be priced f.0.b. the point of manufacture
at current new published prices plus transportation cost to the railway receiving point nearest the Joint
Property.

(d) Line pipe. including fabricated line pipe. drive pipe and conduit not listed on published price lists shall be

priced st quoted prices pius freight to the railway recetving point nearest the Juint Property or at prices
agreed to by the Parties.

{3) Other Material shall be priced at the current new price. in effect at date of movement, as listed by a reliable supply

store nearest the Joint Property. or point of manufacture. plus transportation costs. if applicable, to the raiiway
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 effect on date of movement. as listed by a reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs. if applicable. to the railway receiving point nearest the Joint Property.
Unused new tubulars wiil be priced as provided above in Paragraph 2 A (1) and (2).

Good Used Materiat (Condition B)

Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Materiai 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 (75%} 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.

(3) Material not used on and moved from the Joint Property
At seventy-five percent (75%) of current new price as determined by Paragraph A.

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

Other Used Material

1) Condition C
Material which is not in sound and serviceable condition and not suitable 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 shal! be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.

-B-
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at Casing. tubine. or driil pipe used as tine pipe shail be nricea as Grade A uana 8 <camiess iine pipe of com-
parable size ana weight. Used casing. tubing or drill mipe utilized as tine pipe =hail be priced at used iine

pipe prices.
ib) 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 vasing. tubing. or driil pipe. Upset tubuiar goods shall
be priced on a non upset basis.
13) Condition E

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

D. Obsoiete Material

Material which is serviceable and usable for its original function but condition and or vajue of such Material is not
equivalent to that which wouid fusufv a price as provided above mav pe <peciallv priced as agreed to by the Parties.
Suen price shouid result in the Joint Account being charged with the vaiue of the service rendered by such Material.

E. 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 unioading costs sustained at the stocking
point. The above rate shail be aajusied as of the first day of April each year following January 1. 1985 by the same
percentage increase or decrease used (o adjust overhead rates in Section 1[I. 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 vear by the Council of Petroieum Accountants Societies.

{2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down price of
new Material.

Premium Prices

Whenever Material is not readily obtainabie at published or listed prices because of national emergencies. strikes or other
unusuai ciuses over which the Uperator 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 notifving Operator within
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable o Operator.

Warranty of Material Furnished By Operator

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

~

Periodic Inventories. Notice and Representation

At reasonable intervais. inventories shall be taken by Operator of the Joint Acecount Controllable Materiai. Written notice
of intention to take inventory 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-Uperators 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 shail be made by Operator to the Joint Account for
overages and shortages, but. Operator shail 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 celling to noufy ali other Parties as quickly as possible after the transfer of interest takes

place. In such cases. both the seiler and the purchaser shall be governed by such-inventory. in cases involving a change
of Operator, ali Parties shall be governed by such inventory.

Expense of Conducting Inventories

A. The expense of conducting periodic inventories shail not be charged to the Joint Account unless agreed to by the
Parties.

B. The expense of conducting speciai inventories shall be charged to the Pa_rties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.




EXHIBIT "D"

Attached to and made a part of that certain Operating Agreement dated
August 1l, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and
Non-Operators.

INSURANCE

To protect against certain liabilities, losses, or expenses arising from
damage to property, injury or death of any person or persons incurred out of,
in connection with, or resulting from the operations provided hereunder,
Operator shall obtain, and whenever practicable, may require subcontractors to
obtain insurance as provided below from (financially sound, Best rated BA
Class VI) a reliable insurance company authorized to do business in the state
in which the operations are to be performed. Each policy may provide for a
waiver of subrogation rights against the signatory parties other than
Operator. Operator shall maintain in force during the entire period of this
agreement, the following schedule of insurance coverages for the benefit of
the joint account. Any Non-Operator may elect not to participate in any
coverage listed below (except coverage listed in A) and its associated cost by
providing evidence to Operator of insurance coverage of the same limits and
similar terms from a reliable, financially sound insurance company or a
self-insurance letter..

COVERAGES LIMITS OF LIABILITY
A. Workers' Compensation Statutory.
Employers' Liability $1,000,000 per occurrence

Voluntary compensation
Borrowed servant

B. Comprehensive General Liability
including Personal Injury,
Premises/Operations Coverage,
Owners and Contractors Protective
Liability, Contractural Liability,
Products and Completed Operation
Liability; Independent Contractor

Bodily Injury Liability/ $5,000,000 per occurrence
Property Damage Liability

c. Comprehensive Automobile Liability
including Coverage of Owned and
Non-Owned Automobiles and Hired
Car Coverage

Bodily Injury Liability/ $5,000,000 per occurrence
Property Damage Liability
D. Control of Well including Clean-Up $10,000,000 per occurrence
Containment, Seepage, Pollution, (For 100% interest)

Contamination, and Redrilling
Expense (This coverage is maintained
while drilling from spudding to
completion).

E. If Aircraft, including helicopters, $5,000,000 per occurrence
are used in operations, include
Alrcraft Liability, Passenger
Liability and Property Damage
Liability Insurance, covering
Owned, Non-Owned Aircraft and
Hired Aircraft.



. 7 Watercraft are used in any

inland operations:

{a) Protection and Indemnity $10,000,000 per occurrence
nsurance on the SP23 form or

squivalent., (or, in the aliter-

native, deletion of the water-

craft exclusion from the

Comprehensive General Liability

Policy).

(b) Hull and Machinery Insurance
to the market value of the vessel
or $1,000,000 whichever is
greater, on the American Institute
Hull Clause (June 2, 1977) form or
its equivalent.

Any insurance which any party may carry which exceeds or adds to that listed
on this schedule, either as to type of coverage or as to limits of liability,
shall be for the benefit of the party acquiring only and shall not be for the
benefit of the joint account or any signatory party other than the party
acquiring such insurance.

Operator shall furnish signatory parties upon request with Certificates from
insurers evidencing that satisfactory coverage as set forth herein is in force.

If any party provides evidence of insurance so as to elect out of any
coverage, such insurance shall include the following provisions:

1.

2.

All signatory parties hereto shall be named as additional insureds.

Each policy shall include a waiver of any rights of subrogation
against the other signatory parties hereto.

Each policy shall contain a provision obligating insurer to give
Operator written notice of change or cancellation not less than
thirty (30) days prior to the effective date of such change or
cancellation.

—2-
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EXHIBIT "E"

Attached to and made a part of that certain Operating Agreement dated
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and
Non-Operators. e

GAS BALANCING AGREEMENT

ARTICLE 1
Definitions

1.01 For the purposes of this Agreement, the terms set forth below
have the meanings herein ascribed to them.

(a) "Balance" is the condition existing when a Party has
disposed of a cumulative volume of Gas from a Well which is equal to
such Party's Percentage Ownership of the total cumulative volume of Gas
disposed of by all Parties from such Well. For purposes of Balancing,
references herein to price, value and volume shall be adjusted or
calculated on a Btu basis.

(b) "Btu" is one British thermal unit, which is the amount of
heat required to raise the temperature of one pound of water one degree
Fahrenheit from 58.5° Fahrenheit to 59.5° Fahrenheit, at 14.73 pounds
per square inch absolute. The term "MMBtu" refers to one million
(1,000,000) Btu's.

(c) "FERC" refers to the Federal Energy Regulatory Commission,
or any similar or successor agency, state or federal.

(d) "Gas" includes all hydrocarbons produced or producible from
a Well, whether a Well classified as an oil Well or gas Well by the
regulatory agency having jurisdiction in such matters, which are or may
be made available at the Measurement Point for sale or separate
disposition by the Parties, excluding o0il, condensate and other liquids
separated upstream from the Measurement Point. "Gas" does not include
gas used for joint operations, or gas which is vented or lost, prior to
delivery at the Measurement Point. Reference herein to the right to
"dispose of" Gas or Gas "disposed of" includes all methods of
disposition of Gas, including taking in kind, delivering in kind to a
Lessor, sales to a Party or third party or an affiliate, or gas used by
a Party for purposes other than joint operations.

(e) "Imbalance'" refers to either the Overproduction of an
Overproduced Party or the Underproduction of an Underproduced Party, as
applicable.

(f) "Make-up Gas" refers to that incremental volume of Gas, up
to but not exceeding forty percent (40%) of the Percentage Ownership of
an Overproduced Party in the Gas which can be produced from a Well which
an Underproduced Party is entitled to dispose of in accordance with this
Agreement in order to make up its Imbalance.

(g) "Mcf" means the quantity of Gas occupying a volume of one
thousand (1,000) cubic feet at a temperature of sixty degrees Fahrenheit
(60°F) and a pressure of fourteen and seventy-three hundredths pounds
per square inch absolute (14.73 psia).

(h) "Measurement Point"™ refers to the outlet side of the jointly
owned production facilities, or such other point mutually agreeable
where Gas from a Well is measured after the separation of oil,
condensate or other liquids.

(1) "Operator" refers to the Operator under the terms of the
Operating Agreement.

3 *Overproduced" is the condition existing when a Party has
disposed of a greater cumulative volume of Gas from a Well than its
Percentage Ownership of the total cumulative volume of Gas disposed of
by all Parties from such Well.



(k) "Party" means any party subject to the Operating Agreement.
"Parties” means all parties subject to the Operating Agreement.

(@) The "Percentage Ownership” of each Party is equal to that
Party's percentage or fractional interest in a Well, as determined under
the terms of the Operating Agreement, .

(m) "Underproduced"” is the condition existing when a Party has
disposed of a lesser cumulative volume of Gas from a Well than its
Percentage Ownership of the total cumulative volume.of Gas disposed of by
all Parties from such Well.

(n) The terms "Underproduction" and "Overproduction” refer to that
lesser or greater incremental volume of Gas which a Party would have
disposed of from a Well, on a monthly or cumulative basis, if it had
disposed of its Percentage Ownership of Gas from that Well.

(0) "Well" means a well drilled on the Contract Area covered by the
Operating Agreement and capable of producing Gas.

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

ARTICLE II
Scope and Te of reement

2.01 This Agreement establishes a separate gas balancing agreement for
each Well covered by the Operating Agreement to the same extent as if a
separate Gas Balancing Agreement had been executed for each such Well.

2.02 This Agreement shall terminate, separately as to each Well, the
earlier of (a) when the oil and gas lease(s) covering the Well terminate, or
(b) when production from such Well permanently ceases and the Gas accounts for
such Well are brought into Balance pursuant to this Agreement,

ARTICLE III
Right to Produce and Ownership of Gas

3.01 Subject to the rights of an Underproduced Party to produce and
dispose of Make-up Gas pursuant to this Agreement, each Party shall own and be
entitled to produce and dispose of 1its Percentage Ownership of Gas which can
be produced from a Well. During any month when a Party does not dispose of
its entire Percentage Ownership of such Gas, the other Parties shall be
entitled to produce and dispose of all or any portion of such Gas; provided,
that to the extent such Parties desire to dispose of more Gas than is
available, they shall share in such Gas in the proportion that each such
Party's Percentage Ownership bears to the combined Percentage Ownership of all
Parties desiring to dispose of such Gasg.

3.02 As between the Parties hereto, each Party shall own and be entitled
to the Gas disposed of by such Party for its sole account, and the proceeds
thereof, including constituents contained therein that are recovered
downstream from the Measurement Point. If at any time, and from time to time,
a Party is Underproduced with respect to a Well, its Underproduction shall be
deemed to be in storage in the Well, subject to the right of such Party to
produce and dispose of such Gas at a later time.

ARTICLE IV
Make-Up Gas

4.01 In order to make up an Imbalance, each Underproduced Party in a Well
shall have the right, after thirty (30) days written nctice to the Operator,
to produce and dispose of Make-Up Gas, subject to the following rules:

(a) An Overproduced Party shall not be required to furnish Make-Up
Gas unless an Underproduced Party is first taking or disposing of its full
Percentage Ownership of Gas from a Well; and



(b) An Overproduced Party shall not ©be required under any
circumstances to reduce its takes to less than its Percentage Ownership of
Gas which can be produced from a Well during the wmonths of January,
February, and December of a calendar year; and

(c) An  Overproduced Party shall not be required under any
circumstances to reduce its takes to less than sixty percent (60%) of such
Overproduced Party's Percentage Ownership of Gas which can be produced
from a Well; and )

(d) If there is more than one Overproduced Party, the Make-Up Gas
will be taken from the Overproduced Parties in the proportion that each
Overproduced Party's Percentage Ownership in a Well bears to the total
Percentage Ownership of all Overproduced Parties in that Well; and

(e) If there is more than one Underproduced Party who desires and is
able to dispose of Make-Up Gas in a month, each Underproduced Party will
share in the Make-Up Gas in the proportion which its Percentage Ownership
in a Well bears to the total Percentage Ownership of all Underproduced
Parties in that Well disposing of Make-Up Gas that month.

4.02 The provisions of this Article IV shall constitute an Underproduced
Party's exclusive rights and an Overproduced Party's exclusive obligations
with regard to the right of an Underproduced Party to require an Overproduced
Party to furnish Make-up Gas.

4.03 Nothing herein shall be construed to deny any Party the right from
time to time to produce and deliver its full Percentage Ownership of Gas in a
Well for the purpose of conducting deliverability tests pursuant to its gas
purchase contracts.

ARTICLE V
Balancing of Gas Accounts

5.01 The Operator shall have the right of controlling production and
deliveries of Gas and administering the provisions of this Agreement. The
Operator shall use its best efforts to cause Gas to be delivered at the
Measurement Point in such manner and at such rates as may be required, from
time to time, to give effect to the intent that any Imbalances shall be
brought into Balance in accordance with the provisions hereof. The Operator
shall only be liable for its failure to make deliveries of Gas in accordance
with the terms of this Agreement if such failure is due to its gross
negligence or willful misconduct.

5.02 The Operator will maintain a separate Gas account for each Party and
¥Well. The Operator will furnish each Party quarterly a report showing the
total Mcf of gas produced from each Well, the Mcf used in joint operations, or
which was vented or lost, the Mcf of Gas disposed by each Party, each Party's
Overproduction or Underproduction for each month during the preceding calendar
quarter, and the cumulative Imbalance of all Parties in each Well at the end
of each month during such quarter. In the event that production from each
Well is not separately measured, then the Operator will allocate production to
each Well on the basis of periodic tests or such other methods as are commonly
used and accepted in the industry. The Imbalance of an Underproduced Party
shall be made up on a month-to-month basis and in the order of accrual; i.e.,
any Gas taken by any Underproduced Party over and above the monthly amount
attributable to its Percentage Ownership shall be credited against and offset
jts first Underproduction from time-to-time.

5.03 Each Party shall retain all data, information and records pertaining
to the Gas taken and disposed of by such Party in a Well during periods of
Imbalance hereunder, including, but not limited to, records pertaining to the
volumes of Gas disposed of, the gross and net proceeds received from the
disposition of such Gas, and the information utilized to sdjust veolumes and
prices on a Btu basis, for a period expiring three (3) years after the
termination of this Agreement as to such Well.



2,04 Curing the term of this Agreement, each Party shall have the right
to request informationm from and to audit the records of the Operator and any
other Party as to all matters concerning volumes, Btu adjustments, prices and
disposition of Gas from a Well. These rights for each Well shall extend until
three (3) years after the expiration of this Agreement as to that Well. Any
audit shall be conducted at the expense of the Party or Parties desiring such
audit, and shall be conducted, after reasonable notice, during normal business
hours in the office of the Party whose records are being audited. If more
than one Party desires to audit the records of another Party, then all such
Parties shall cooperate with each other in order that only one audit shall be
conducted in any twelve (12) month period. :

ARTICLE VI
Cash Sett \d Imbalanc

6.01 When production from a Well permanently ceases, the Operator shall
render its final account of the cumulative Imbalance of all Parties for that
Well within sixty (60) days after receiving the information requested as
hereafter provided. Within cthirty (30) days of Operator's request, each
Overproduced Party shall provide information to Operator sufficient for the
preparation of such statements including, but not limited to the net price
received for its Overproduction and each Underproduced Party shall submit to
Operator such data &nd information evidencing its payment of all royalties,
overriding royalties, production burdens and taxes on its Underproduction
which it was obligated to pay. Each Overproduced Party shall account te¢ and
pay each Underproduced Party within sixty (60) days of Operator's final
account a sum of money equal to the net price on the Underproduction which an
Underproduced Party was entitled to receive from an Overproduced Party. All
past due payments due Underproduced Parties shall bear interest at the prime
rate of interest in effect from time to time of Chemical Bank, N.Y. from date
due until date paid. Net price for cash settlements herein shall be
determined in accordance with Paragraph 6.02.

6.02 The net price for cash settlements (without interest) under this
Article VI shall be the price actually received by the Overproduced Party for
the sale of the Overproduction at the time the Overproduction accrued less
production, severance and other similar taxes, fees or levies thereon and less
royalties actually paid by an Overproduced Party attributable to the
Underproduction of an Underproduced Party.

6.03 If any portion of the price which is to be paid to an Underproduced
Party is subject to refund under order, rule or regulation of the FERC, then
the Overproduced Party shall withhold the increment of price subject to refund
until the price is fully approved, unless the Underproduced Party furnishes a
corporate undertaking satisfactory to the Overproduced Party guaranteeing the
return of the increment in price attributable to such refund, including
interest, if any, which is required to be paid with such refund. In addition,
if FERC or any other governmental agency having jurisdiction requires that an
Overproduced Party make a refund with respect to any portion of a price used
to make payment mader this Article VI, then the Underproduced Party(ies) shall
reimburse the Overproduced Party(ies) for such refund, including any interest
required to be paid with respect thereto. This Paragraph 6.03 shall survive
the termination of this Agreement until the period has passed for which a
refund may be required.

ARTICLE VII
Costs e f uid

All operating risks, expenses and liabilities shall be borne and paid by
the Parties in accordance with the provisions of the Operating Agreement, or
other agreement, rule or order if there:is not an Operating Agreement,
regardless of whether the Gas 1is being taken or disposed of from a Well at any
given time in proportion to the Percentage Ownership of the Parties in the
Well. Liquid hydrocarbons of a Well separated from the Gas prior to delivery
at the Measurement Point shail be owned by all Parties in accordance with
their Percentage Ownership in the Well, and each of the Parties shall be
entitled to own and market their liquid hydrocarbons separated prior to the
Measurement Point in accordance with its Percentage Ownership in the Well,
irrespective of the fact that one or more of the Parties may not be disposing
of Gas from the Well.



ARTICLE VIII
Indemnity

Each Party hereby indemnifies and agrees to hold the other Parties
harmless from all claims which may be asserted by any third party arising out
of the operation of this Agreement and the performance by the indemmifying
‘Party of ifs obligations hereunder. Such indemnity shall-extend to and
include all costs of investigation and defense (including reasonable attorneys
fees), and all judgments and damages incurred or sustained, as a result of any
such claim.

ARTICLE IX
Payment of Lease Burdens

Unless otherwise required by provisions of a lease, agreement, or statute,
rule, regulation, or order of any governmental authority having Jurisdiction,
and regardless of who is actually taking or disposing of Gas from a Well, each
Party shall be responsible for and shall pay or cause to be paid any and all
royalties, overriding royalties, production payments and similar encumbrances
on production due on its full Percentage Ownership of Gas production from a
Well and shall hold the other Parties free from any liability therefor. The
Party or Parties actually taking and disposing of Gas from a Well shall be
responsible for and shall pay all production, severance or similar taxes, fees
or levies on such production.

ARTICLE X
Rotices

Any notices or other communications required or permitted hereunder shall
be in writing and shall be deemed given only when received by the Party to
whom the same is directed at the addresses and in the manner then provided
under the Operating Agreement.

202L
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EXHIBIT "F"

Attached to and made a part of that certain Operating Agreement dated
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and
Non-Operators.

EQUAL EMPLOYMENT QPPORTUNITY PROVISION

During the performance of this contract, the Operator agrees as follows:

(1

(2)

3

(4)

(5

(6)

€D

The Operator will not discriminate against any employee or
applicant for employment because of race, color, religion,
national origin, or sex. 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, national origin, or sex. 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 forms of
compensation; and selection for training including

apprenticeship. The Operator agrees to post in conspicuous places
available to employees and applicants for employment notices to be
provided by the contracting officer setting forth the provisions
of this nondiscrimination clause.

The Operator will, in all solicitations or advertisements for
employees placed by or on behalf of the Operator, state that all
qualified applicants will receive consideration for employment
without regard to race, color, religion, national origin, or sex.

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 Section 202 of
Executive Order 11246 of September 24, 1965, and shall post copies
of the notice on conspicuous places available to employees and
applicants for employment.

The Operator will comply with all provisions of Executive Order
11246 of September 24, 1965, and of the rules, regulations and
relevant orders of the Secretary of Labor.

The Operator will furnish all information and reports required by
Executive Order 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
purpeses of investigation to ascertain compliance with such rules,
regulations, and orders,

In the event of the Operator's non-compliance with the
nondiscrimination clauses of this contract or with any of 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 11246 of
September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in Executive Order 11246 of September
24, 1965, or by rule, regulation, or order of the Secretary of
Labor, or as otherwise provided by law.

The Operator will include the provisions of paragraphs (1) through
{7) in every subcontract or purchase order unless exempted by
rules, regulations, or orders cf the Secretary uf Labor issued
pursuant to Section 204 of Executive Order 11246 of September 24,
1965, so that such provisions will be binding upon each
subcontractor 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-compliance: Provided, however, that



in the event the Operator becomes invoived in, or is threatened
with, iitigation 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.

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 Employment Opportunity Commission, and Plans for
Progress with Joint Reporting Committee, Federal Depot, Jeffersonville,
Indiana, within thirty (30) days of the date of contract award if such
report has not been filed for the current year and otherwise comply with
or file such other compliance reports as may be required under Executive
Order 11246, as amended, and Rules and Regulations adopted hereunder.

Operator further acknowledges that he 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 11246
and supply Non-Operators with a copy of such program if they so request.

1I. GERT C ON OF NON-SEGREGATED FACILITIES

(1) 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 a
basis of race, color, religion, or national origin because of
habit, local custom, or otherwise. It is further understood 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 11246 of September 24, 1965.

(2) Operator further understands and agrees that a breach of the
agssurance herein contained subjects it to the provisions of the
Order at 41 CFR Chapter 60 of the Secretary of Labor dated May 21,
1968, and the provisions of the equal opportunity clause
enumerated in contracts between the United States of America and
Non-Operators.

(3) Whoever knowingly and willfully makes any false, fictitious, or
fraudulent representation may be liable to criminal prosecution
under 18 U.S.C. Sec. 1001.

III. OCCUPATIONAL SAFETY AND HEALTH ACT

Operator will observe and comply with all safety and health standards
promulgated by the Secretary of Labor under Section 107 of the Contract
Work Hours and Standards Act, published in 29 CFR Part 1518 and adopted
by the Secretary of Labor as occupational safety and health standards
under the Williams-Steiger Occupational Safety and Health Act of 1970.
Such safety and health standards shall apply to all subcontractors and
their employees as well as to the prime contractor and its employees.

Iv. ' NCE

Operator agrees to comply with the following insofar as contracts it
lets for an amount of $10,000 or more or which will generate 400 or more
man-days of employment (each man-day consisting of any day in which an
employse performs more than one hour of work) and further agrees to
include the following provision in contracts with Contractors and
Subcontractors:

-2~



"CONTRACTOR AND SUBCONTRACTOR LISTING REQUIREMENT

{1

(2)

As provided by 41 CFR 50-250, the contractor agrees that all
employment openings of the contractor which exist at the time of
the execution of this contract and those which occur during the
performance of this contract, including those.not generated by the
contract and including those occurring at an estapiishment of the
contractor other than the one wherein the contract is being
performed, but excluding those of independently operated corporate
affiliates, shall, to the maximum extent feasible, be offered for
listing at an appropriate local office of the State employment
service system wherein the opening occurs and to provide such
periodic reports to such local office regarding employment
openings and hires as may be required: Provided, that this
provision shall not apply to openings which the contractor fills
from within the contractor's organization or are filled pursuant
to a customary and traditional employer-unionhiring arrangement
and that the listing of employment openings shall involve only the
normal obligations which attach to the placing of job orders.

The contractor agrees to place the above provision in any
subcontract directly under this contract."”

V. CER CATION OF COMPLIANCE WITH ENVIRONMENTAL LAWS

€ 9]

(2)

(3)

(4)

Operator agrees to comply with the Clean Air Act (42 U.S.C. Sec.
1857) and the Federal Water Pollution Control Act (33 U.S5.C. Sec.
1251) vwhen conducting operations involving nonexempt contracts.
In all nonexempt contracts with subcontractors, Operator shall
require:

No facility is to be utilized by Subcontractor in the performance
of this contract with Operator which is listed on the
Environmental Protection Agency (EPA) List of Violating
Facilities. See Executive Order 11738 of September 12, 1973, and
40 CFR Sec. 15.20.

Prompt written notification shall be given by Subcontractor to
Operator of any communication indicating that any such facility is
under consideration to be included on the EPA List of Violating
Facilities.

Subcontractor shall comply with all requirements of Section 114 of
the Clean Air Act (42 U.S.C. Sec. 1857) and Section 308 of the
Federal Water Pollution Control Act (33 U.S.C. Sec. 1251),
relating to inspection, monitoring, entry, reports, and
information, as well as all other requirements specified in these
Sections, and all regulations and guidelines issued thereunder.

The foregoing criteria and requirements shall be included in all
of Subcontractor's non-exempt subcontracts, and Subcontractor
shall take such action as the Government may direct as a means of
enforcing such provisions. See 40 CFR Sec. 15.4 & 5.
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EXHIBIT "A"

Attached to and made a part of that certain Operating Agreement dated
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and
Non-Operators.

LANDS SUBJECT TO OPERATING AGREEMENT:

Township 32 North, Range 6 West

Section 9: SW/4, S/2 NW/4, Lots 3, 4
Containing 278.20 acres, more or less

RESTRICTIONS, TF ANY, AS TO DEPTHS_OR FORMATIONS:

This Agreement shall cover only the Fruitland Coal formation.

ADDRESSES AND PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO

El Paso Natural Gas Company Operator
c/o Land Department

Meridian 0il Inc.

P.0O. Box 4289

Farmington, New Mexico 87499-4289

Allison Unit Working Interest Owners 25.161754%
c¢/0 Land Department

Meridian 0il Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

Southland Royalty Company 3.594536%
¢/o0 Land Department

Meridian 011 Inc.

P.0. Box 4289

Farmington, New Mexico 87499-4289

*T, H., McElvain 0il and Gas Properties 55.966932%
220 Shelby Street

P.0O. Box 2148

Santa Fe, New Mexico 87504-2148

*Richmond-Hogue 01l and Gas Company
2651 North Harwood, Suite 360
Dallas, Texas 75201

Judy G. Zweiback 1.797268%
9008 Pacific
Omaha, NE 68114

Myrna G. Raffkind 1.797268%
3800 Danbury
Amarillo, TX 79109

Barbara Ann Witten 3.594536%
535 East 86th Street
New York, NY 10028

Robert C. Witten 3.594536%
535 East B6th Street )
New York, NY 10028

Vicki Mizel 0.898634%

101 West Broadway, #1300
San Diego, CA 92101

*Subject to Farmout Agreement with Richmond-Hogue 0il and Gas Company

- SIGNED Joa
THIS AGREEMENT: SIGNED AFE

YES

YES

YES

YES

NO

NO

NO

NO

NO



EXHIBIT "A' (CONTINUED)

ADDRESSES AND PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO

THIS AGREEMENT (CONTINUER):

Gary Dean Mizel
¢/o Pamela Staeck

3801 East Florida Ave., #605

Denver, CO 80210

Steven Mayer Mizel

c/o Kaufmann Alsberg & Co

20 Broad Street
27th Floor
New York, NY 10005

Larry Mizel

3600 Yosemite Stree
Suite 1040

Denver, CO 80281

Lance Brewster Reem

t

stma

57 Edgecroft Road #A

Kensington, California 94707

Malcolm E. Smith
803 S. Edgefield Av
Dallas, Texas 752

Jessie Mae Wakeland
603 W. Peter Smith
Fort Worth, Texas

e.
08

76104

.898634%

.898634%

.898634%

.336988%

.449317%

.112329%

SIGNED JOA

SIGNED AFE

NO

NO

NO

NO

NO

NQ
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MERIDIAN OIL INC.
Farmington Region
Post Office Box 4289
Farmington, New Mexico 87499
(505) 326-9700

AUTHORITY FOR EXPENDITURE

AFE No.: Date:_ 8-22-88
Lease/Well Name:_ Allison Unit #135 Lease No.:
Field/Prospect:__ Undesignated Fruitland Region:__Farmington
Location: SE/4, SW/4, Sec. 9, T32N, R6W County:__San Juan State:_NM

AFE Type:_ 0l Development Original X Supplement__ Addendum__ API Well Type_
Operator__Meridian 0il Inec,
Objective Formation:_ _Fruitland Coal Authorized Total Depth (Feet)_ 2760

Project Description: 1 Farmington Region Drilli Program Capital
Expenditure
Est. Start Date: 11/88 Prepared By:_C. MeCracken

Est. Completion Date: 12/88

GROSS WELL COST DATA

Drilling Workover, Construction
Dry Hole Suspended Completion or Facility Total
Days: 11 11 7 18
This AFE: 238,300 238,300 1 21 431,510

Prior AFE'S:

Total Costs: $238,300 § 238,300 §$ $ 193,210 431,510

JOTI INTEREST OWNERS

Working Interest Net $ Expenditures
Company Percent Dry Hole § Completed $
MERIDIAN OIL INC. 00000% 238,300 431,510
AFE TOTAL: 1 00000% $ 238,300 431,510

‘ﬁ;EEE};;j “[zﬂ MERIDIAN OIL_ APPROVAL
ecommended: Kdﬂ /Date:_///22/88 Recommended : .ﬁd/ma. /Date:_lléﬁj__
Recommended: W/Datr {/24 Approved: /Date:

Title: Regional Operations Manager

PARTNER APPROVAL

Company Name:

Authorized By: Date:

Title:

2108J



- MERIDTIAN CIL INCORPORATED
DRILLING WEULTL cosT ESTIMATE
WELL NAME: Allison Unit #135 PREPARED BY: J.D.Falconi DATE: 11-Jun-88
COUNTY,STATE: San Juan Co., NM APPROVED BY: DATE: ¢
PROPOSED TD: 2590 /2760 AFE TYPE: 01 Development Type 2
ACCT AFE NOMENCLATURE DRYHOLE SUSPENDED
11 Days
248. INTANGIBLE DRILLING COSTS
02 Environmental studies--=---ccccccmcmmcccc 1,000
03 . Location and roads construction---=-e-—ceccecccao—o 14,600
04 Surface restoration-----—--c--cmmccm e 1,500
05 Move in, move out==—==——cecccmmcccm e 3,600
06 Contractor fees - Footage 2,590 @ $11.25 /Ft.-- 29,100
07 Contractor fees - Daywork 7.00 @ $5,330 /Day-- 37,300
09 Drilling fluids-—==-mmmemmcccm e e
10 Gas and air drilling--=--=ecccemmmce e - 12,000
16 Water———-—===emcr e e 4,300
17 Bits-—-=-r--—mmemrc e 1,500
18 Primary cementing--==-—=mccmccccmm e e 9,100
20 Mud logging-===—==—mcrm e e e 900
21 Wireline logging-—==——eeceme e e
22 Coring and Analysis-~—==-——ceecccmmmmm e
23 Fuel-===—~—m e e e e e 5,500
24 _ BOP and Wellhead rentals----------———-———c-—cec-o
2! Drill and work string rentals------—-—c-ceccce--
27 Tank rentals----=---c-cmmcmrm e
28 Other rentals--------ecc—commncer e 4,500
29 Trucking and Transportation-----—---cccceccmcac—- 6,800
33 Tubular inspection=-=-==--==—-eeccemcrrcm e 8,400
34 Cased hole logging==—====cermecec— e
43 Consultants--==——rmescc - 3,000
45 Roustabout and contract labor------—--ceccccecemeaa- 2,000
46 Miscellaneous-——=~--=———-—————m e — o 3,000
Contingency - 5% =—=—=--——cemmemm— e 7,400
TOTAL INTANGIBLE DRILLING COST - 155,500
TANGIBLE DRILLING COSTS
80 Casing===r-===——rem e e e 34,400
225 Ft. 9 5/8" 32.3%4 H-40 @ $15.72 /Ft.
2590 Ft. A 20.0# K-55 @ $10.53 /Ft.
220 Ft. 5 1/2" 23.0# P-110 @ $16.40 /Ft.
81 Tubing---——ceeem e e 8,600
2760 Ft. 2 3/8" 4.74 J=-55 @ $3.11 /Ft.
84 Downhole equipment ~ Liner Hangers, accessories- 3,800
86 Wellhead equipment-=—-—==—-eweemmecc e e e - 36,000
TOTAL TANGIBLE DRILLING COST 82,800
TOTAL DRILLING COST ESTIMATE 238,300



LEASE/WELL NAME: ALLISON UNIT #135 PREPARED BY: M.MANSON
CATION: SW SEC 9 T-32 -N R- 6 -W NM DATE:7~-20-88
W L TYPE: UNDESIGNATED FRUITLAND COAL

A} TYPE: DEVELOPMENT 01
APPROVED BY: @&feaqﬁéﬁﬁi
DATE:
ACCOUNT NUMBER Y LY e S
FACILITY TANGIBLE FACILITY COSTS
247
03 TRANSPORTATION
LOC FACILITIES & PIPE HAULING .o eeeececceceacansannonannnas 2,234
12 COMPANY SUPERVISION AND OVERHEAD
7 DAYS @ $350/DAY W/LOC AND GAS.:cvesecessrocnnennononnnns 2,450
26 SEPARATORS
18" x 12', 2 PHASE VERTICAL COAL SLURRY TYPE, 1440 PSI WP..... 17,050
27 HEATERS=TREATERS . « ¢ ¢ 000 sceeessseececeesesaneoecoccssasssossassessasnas
29 PUMPING UNI T o v v vveccocasasanseeesssoossncsecseionasosnsssssscsasess
31 PRIME MOVER.: ¢ o v oo e v eeeecasossssssesoonssseseesssssasssssssssscacssss
32 TANKS AND PITS , ‘ A :
50 BBL GLASS PIT @ $1900 INST, 5 -500 BBL HEATED € $7174..... 37,770
33 METERING EQUIPMENT
AUTOMATION & TELEMETRY - $11,500 / GAS METERING - $4800....... 16,300
34 FLOW LINES. .. ceeeceeococsessensosseesasosssssssccsscasesacesassens 13,250
37 COMPRESSORS = COMPANY OWNED ¢ v vvveccoeacsansoeececoscsnccansnnnnnnss
3. BUILDINGS .« cecooooceescececasanseosssnsonssnesssecsncassaanssssnnsas _
39 PIPING, VALVES AND FITTINGS..eeceeeessansososseccssanaasenseeannsss 18,800
44 TECHNICAL CONTRACT SERVICES
PIPELINE INSPECTION 9 HRS....@$35/HR..¢.ceeeccccece. Ceeeeaaeaan 315
47 COMPRESSOR RENTAL
48 EQUIPMENT RENT AL ¢ ¢ e o v ot o sssseeassssessssescesssosansssansssossssos
49 CATHODIC PROTECTION........GROUND BED & TRANSFORMER. .. 2 veevvccenos 5,000
50 RIGHT OF WAY, SURVEY, ARCHY
SURV @$.46/FT, ARCHY @ $.29/FT, ROW @ $1.21/FT
GAS= 1120 FT WIR=4913 FTuvvvevneeeaeae. 11,825
51 MINOR PIPELINES .
6033 FT, 4" XC SCH-40 @$2.90 /FT CONST @ $3.65 /FT........ 39,516
52 ARTIFICIAL LIFT EQUIPMENT . o vt oo eesoeeseoenecnsoasnsaseasossssssess
53 CHEMICAL PUMPS . o o o o0 oocoscassssessesossassnseonsssssnssssessssssss
54 ELECTRICAL ACCESSORIES.....UTILITY HOOKUP . et eeeeaoooosnncccnnenss 5,000
94 DEHYDRATION UNIT .
3 MMCF/D, 1000 PSI WP, 1/8" CORRS ALLOW. 350 PSI STD.OP.PRES. 14,500
55 MISC. FACILITY EXPENSE

5% CONTINGENCY COSTeececssccsccsssososnosscstsosncsoosncoscssoccscas 9,200

TOTAL FACILITIESI.'.........C-...0...l..0.....Q.'l.l.l..o.ll.....l $193’210

* NOTE: FACILITY COST DOES INCLUDE WTR LINE !
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Risk Penalty Analysis

Allison Unit #135
W/2 of Section 9 T32N, R6W
San Juan County, New Mexico

Geological Rigk
Coal Stratigraphy and Thickness
Cleating/Fractures
Coal Characteristics

Reservoir Rigk
Sustained Deliverability
Dewatering
Reserve Recovery
Undefined Coal Producing Characteristics

Operational Risk
Completion Operations
Equipment Failures While Drilling
Formation Problems While Drilling

Recommended Non-~consent Penalty
Capital Recovery Factor

Total Recommended

Case #9750
October 4, 1989

Rigsk Penalty

60%

80%

60%

200%
100%

300%
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ENERGY ano MINERALS CEF2 ATNIENT
i

8. 9% (0P1gN BAttivAE

DISTRAIBUT ION : i
SANTA FE
LA1S 3

LANQ QFrICEL
OPERATOR

!
1
Ju.3.G.8. | [
i
t

OIL CONSERVATION DIVISION
P.O. BOX 20828
SANTA FE, NEW MEXICO 87501

Fara G-
Revised

32. Inaieate Type ot Lease
State F«

S. Stote Oil & Gas Lease No,

SUNDRY NOTICZS AND REPORT

(00 MOT UL THIS PONM FOF PROPASALS YO a-n.l. ow ra ocE
J3E *PAPSLICATION FOF STRMIT ¢

tn on UG lA:l TO 4 Q1P PERACuT RCSCPVAIN,

FORM C.i01) FOR JuUlm SROPAIALS.)

AT

11N
L4199

CAS
wetLl

O

OTNER.

7. Unit Agreemens Nore

Allison Unit

. Name ot Qperator

teridian 0il Inc.

8. Farm or Lease («arme

Allison Unit

. Address ot Cperatoer

P.0. Box 4289, Farmington. New Mexico 87499

9. Weil Na.

135

. =OCHLION ©f Weill

900

T
waIr LeTrER A .

we __NOST  _ Liwc. sccrion

10. Fisia ona Pooy, or sltdemn

7EEY ruom THE South “iu€ awe 1490 - Basin Fruitland C
32 ot \\\
ToOwuante TANGE NasPaa.
N

\\\\\\\\\\\\\\\\\

15, Cigveuon (Show waetner OF, RT, GR, ec.}

61430 'CL )

12. County
San Juan

AN

Check Appropriate Box To Indicate Nature of Notice, Report or Ccher Daca

NOTICE OF INTENTION TO:

SCUPORM ACMEIDIAL waRe D

=

TTMPORARILY ARANDDN

. PYLL ON ALTER CASING

ATNER

Permit to Drill Extension

SUBSEQUENT REPORT OF:

|

=

RNCMED AL WOuR

-
PLUS 4ND AGAuDON | ALYTRING To9ING

O
X

COMMENCET DRILLING DPuS. BLUS ANS ABANOGHNMKES

CHANGL PLANS CASING TESY An0 CLMENY JQB

- Ag 14 ]

7. Cascrice Fronosea or Campietea Operations (Clearly state ail pertinen: aetatis, ana give perriaent zates, inciuaing esrimated date of starting any prec

werk) ‘SEE RUL & 1103,

It is anticipated that the "Permit to Drill" will expire before this well can be

spudded; Therefore, an extension is requested.

QONOITIONS OF APPROVAL, IF ANY:

™
o
i
' Py i . I
/(,) < sy AL ( » i e
T ' Y 4
+me Regulatory Affairs save  5-17-80 i
——— R R
. e 55 T [t als)
vivue QEPUTY AN 2 GAC INGDECTAD AICT 73 ave it —




L

T st 3 Cou State of New Mexico
QMF%E: Energy, Minerais and Namrai Resources Department
District

- DISTRICTI OIL CONSERVATION DIVISION
P.0. Bax 1980, Hobbe, NM 32240 P.O. Box 2088

P.O. Drawer DD, Anassia, NM 88210 Santa Fe, New Mexico 87504-2088

1000 Rio Brazos Rd., Aziee, NM $7410

Form C. 103
Revisnd 1.1-39

WELL API NQ.

S. Indicats Type of Lease —

STATEL |  FeE (X

6. State Oil & Gas Leass No.

SUNDRY NOTICES AND REPORTS ON WELLS
{ DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A
OIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT"
(FORM C-101) FOR SUCH PROPOSALS.)

(2722222222222

7. Leass Nams or Uit Agresment Name

Meridian ©0il Inc.

1. Typs of Well: ALLS i
aAs
oL D @ ison Unit Com
2 Nams of Opesstor 8. Well Na.

135

1 Addres of Opsrsor
PO Box 4289, Farmington, NM 87499

9. Pool aame or Wildcat
Bdsin Fruitland Coal

€ Well Locsuos
Unit Lotier _2) . 900 Peet From The South L_..._}ﬁD___ Foet From The West Line
Sectice 9 Towaship 32 6 NMPM Sa?'Juan County
10. Show whether OF, . RT, GR, ac.
0% st - 0%
1L Check Appropriate Box to Indicate Nature of Notice, Report, or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:

-~ PERFORM REMEDIAL WorK (] PLUG AND ABANDON [ | REMEDIAL woRK ] ALTERING cAsiNG C
TEMPORARILY ABANDON || CHANGE PLANS [] | coMMENCE DRILLNGOPNS. ||  PLUG AND ABANDONMENT _
PULLORALTERCASING [ ] CASING TEST AND CEMENT J08 [

OTHER: ] | omHer: C

12. Describe Proposed or Compieted Operations (Clearty state ail periinent details, and give pertinent dates, including estmatad date of ssarung any proposed

wort) SEE RULE 1103.

Attached is a copy of the C-102 showing the revised dedication to this

well.

)
luém%ma g and compiems 10ths best of Ty knowisdgs and balief.

\\\_ 4%%25 Regulatory Affairs 9-12-79
SIONATURE % <t M“/ Tma Sam

TYPROR PRINT NAME TELAPHONE NO.
(This space for State Use)
APFROVED BY. ma DATR

COMDITIONSOF AFFROVAL, IF ANT:



i et T Em.T /e mid e o e m

‘ 3TATI TF NEW MENCS ». 3. 30X 2083 farm ¢.102
2VERGY w0 MINERALS CESARTMENT SANTA 7. NE'¥ MEXICDT 37301 . lavises i3-
All distances must be (rom e euier doundasics « 1he Jection.
~peratow . Lsase = Weil Ne.
Meridian 0il Inc. ‘ 211ison Unis com’ee) 113
LAt Latter | Secticn TOwnanip Range Caunty
—_ q ' Q 12 Tor=a A VeSS Szn susn
Actual F93109¢ Locanon of Yeuls
9C0 fewt (rom the S OUTH lro and 430 feat from the 1 2ST lne
Gouna Lever Elev, Producing Formauan Pooi Cevicatea Acreoqe:
&) r s . .
6140 Fruitland Cogl IRasin 78,2
1. Qutline the acreage dedicated 1o the subject weil by coiored pencil or hachure marks on the piat betow.
9. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to war
interest and royaity).
3. If more than one lease of different ownership is dedicated to the well, have the interests of ail owners been con
dsted by commuaitization, unitization, {orce-pooling. etc?
(& Yes [ No If answer is “yes." type of consolidation __COMMuUNitization agreement
will be obtained
If anawer is *“*no!” list the owners and-tract descriptions which have actually been consoiidated. (Use reverse si
this form if accessary.)
No allowable wiil be assigned to the well until all interests have been consoiidated (by commuaitization, unitiza
farced-paoiing, or otherwise)or untii a non-standard unit, eliminating such interests, has been approved by the Div
@ CERTIFICATION
| hereoy certiiy that the infarmarie
o P ned herein /s true and comaiere
.ea - =/ T/ ////4/#’/”7’/7///1\\‘ m /ove besg of my anowiedde and beiief.
80,58 <3.5 N\ NI ' :: R
3 1772 1 l‘\__ 4> g A
— ’—- — — — "‘\ k m. - m Namse
N2 Q 1523 Regulatoryr 4€€43-c
| Q NN b N Posiuan
S c ! 8 - N |Meridian 0Ojl Inc,
_.——-f——"——__ - - \: Company
r - oz . 3
I
Oate

24
N

! ®
| NY . 2
! N /%0 =
| N
Fw, s 73708 ,
e g 91 - 7 ;
:’,_,o' ; \‘*40. gg |

8-31-88

Reqisteres Prolesswonat Encineer
and/oe Lane Surveyor

Nezle C. Zdwzrids

Cenuticate Na.
g2=7
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