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FC State Com #4

1.  Working interest owners committed to well and their percentages:

Mesa Operating Limited Partnership 75.00%
2.  Working interest owners being pooling and their percentages:

El Paso Natural Gas Company 12.50%

Amoco Production Company 6.25%
Conoco, Inc. 6.25%



MESH

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Amoco Production Company
Box 800
Denver CO 80201-0800

Attention Michael Cuba
Gentlemen:

Subject: Well Proposal
Mesa's Archuleta Prospect
FC State Com #4
SENE Section 36-T3TN-ROW
San Juan County NM

Mesa Operating Limited Partnership hereby proposes the drilling of an
approximate 3340' Fruitland Coal well to be located SENE of Section 36-T3TN-RIW.
Mesa's estimated cost for the drilling of this well is $125,500 for a dry
hole and $319,600 for a completed well.

Enclosed herewith is Mesa's AFE/Cost Estimate and an Operating Agreement which
Mesa is proposing to be used to govern the drilling of this well. Upon Amoco's
election to participate in the drilling of the subject well, please return
a signed copy of the AFE/Cost Estimate and two executed copies of the signature
page to the enclosed Operating Agreement.

Due to the number of wells Mesa plans to drill in 1990 to qualify for the
Section 29 gas credit, it may be necessary for Mesa to commence "force pooling"
proceedings to insure Mesa can adhere to its drilling schedule.

Mesa looks forward to receiving an expeditious reply from Amoco relative to
this drilling proposal.

If you have any questions or would like to discuss this matter further, please
contact me.

Very truly yours, BEFORE EXAMiNER CATANACH

ML CONSERVATION DIVISION

L SHHITNOL R

Mark W. Seale .
Landman CASENO. __ 9987

Y TR T

Enclosures

MESA LIMITED PARTNERSHIP
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CERTIFIED MAIL MESH

RETURN RECEIPT REQUESTED

Conoco, Inc.
Box 460
Hobbs NM 88240

Attention Land Department
Gentlemen:

Subject: Well Proposal
Mesa's Archuleta Prospect
FC State Com #4
SENE Section 36-T3TN-R9W
San Juan County NM

Mesa (Operating Limited Partnership hereby proposes the drilling of an
approximate 3340' Fruitland Coal well to be located SENE of Section 36-T3IN-R9W.

Mesa's estimated cost for the drilling of this well is $125,500 for a dry
hole and $319,600 for a completed well.

Enclosed herewith is Mesa's AFE/Cost Estimate and an Operating Agreement which
Mesa is proposing to be used to govern the drilling of this well. Upon Conoco's
election to participate in the drilling of the subject well, please return
a signed copy of the AFE/Cost Estimate and two executed copies of the signature
page to the enclosed Qperating Agreement.

Due to the number of wells Mesa plans to drill in 1990 to qualify for the
Section 29 gas credit, it may be necessary for Mesa to commence "force pooling"
proceedings to insure Mesa can adhere to its drilling schedule.

Mesa Tlooks forward to receiving an expeditious reply from Conoco relative
to this drilling proposal.

If you have any questions or would like to discuss this matter further, please
contact me.

Very truly yours,

/W) Jea/%

Mark W. Seale
Landman

Enciosures

MESA LIMITED PARTNERSHIP
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April 6, 1990 MESH

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

E1 Paso Natural Gas Company
C/0 Meridian :

P. 0. Box 4289

Farmington NM 87499-4289

Attention Land Department

Gentlemen:

Subject: Well Proposal
Mesa‘s Archuleta Prospect
FC State Com #4
SENE Section 36-T31N-R9W
San Juan County NM

Mesa Operating Limited Partnership hereby proposes the dyi]]ing of an
approximate 3340' Fruitland Coal well to be located SENE of Section 36-T3IN-R9W.

Mesa's estimated cost for the drilling of this well is $125,500 for a dry
hole and $319,600 for a completed well.

Enclosed herewith is Mesa's AFE/Cost Estimate and an Operating Agreement which
Mesa is proposing to be used to govern the drilling of this well. Upon EI
Paso's election to participate in the drilling of the subject well, please
return a signed copy of the AFE/Cost Estimate and two executed copies of the
signature page to the enclosed Operating Agreement.

Due to the number of wells Mesa plans to drill in 1990 to qualify for.the
Section 29 gas credit, it may be necessary for Mesa to commence "force pooling"
proceedings to insure Mesa can adhere to its drilling schedule.

Mesa looks forward to receiving an expeditious reply from El Paso relative
to this drilling proposal.

If you have any questions or would like to discuss this matter further, please
contact me.

Very truly yours,

77 andd. doa o

Mark W. Seale
Landman

Enclosures
MESA LIMITED PARTNERSHIP

AMARILLO. TEXAS 78188-2003
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OPERATING AGREEMENT

THIS AGREEMENT. enterea 1nto by and between MESA QPERATING [ IMITED PARTNERSHIP

Leremnaner designated and
-eterrea to a5 'Operator . ind the signatorv party or parues otner than ODerator. someaumes Neremaner retefrea 10 ndividualiy herem
i Non-QOperator . ind coilecuveiy as ~“Non-Overators .

WITNESSETH:

WHEREAS, the parues to this agreement are owners of oil and gas ieases andior oil and gas interests in the land idenufied in
Exnibit "A''. and the parnes nereto nave reached an agreement to explore and deveiop these ieases andror ot and gas wnterests tor the
croducton of ou and gas to the extent and as heremnarter provided.

NOW, THEREFORE. it s agreed as follows:

ARTICLE 1.
DEFINITIONS

As used in this agreement. the. followming words and terms shail have tne meanings here ascrived to them:

A. The term “‘oil and gas ' shail mean oil. gas. casinghead gas. gas condensate. and ail other liquid or gaseous hvdrocarbons
ind other marketable substances produced therewith. uniess an intent to Lirmut the inclusiveness ot this term 1s speatficaily stated.

B. The terms "‘oil and gas lease’’, “‘lease’” and ''leasehold’” shall mean the oii and gas leases covening tracts of land
‘ving within the Contract Area which are owned by the parues to this agreement.

C. The term “‘od and gas wnterests’ ' shall mean unieased fee and muneral interests in tracts of land lying within the
Contract Area which are owned by parnes to this agreement.

D. The term "'Contract Area’ " shall mean all of the iands. oil and gas leasehold interests and oii and gas interests intended to be
Jeveloped and operated for oil and gas purposes unaer this agreement. Such lands, oud and gas ieasenoid interests and ol and gas interests
ire descnibed in Exhibit A"’

E. The term ““drilling unut’™" shall mean the area fixed for the dniling of one well by order or rule of any state or
‘ederal body having authority. If a drilling unit 1s not fixed by any such rule or order. a drilling unit shall be the drilling unit as establish-
od by the pattern of drilling 1n the Contract Area or as tixed by express agreement of the Drilling Paruies.

F. The term ''dnilisite’” shall mean the oil and gas iease or interest on which a proposed well is to be located.

G. The terms *'Drilling Party’’ and ''Consenung Party’’ shall mean a party who agrees to join in and pay 1ts share of the cost of
any operauon conducted under the provisions of this agreement.

H. The terms ‘‘Non-Driiling Party’" and ‘‘Non-Consenung Party’ " shall mean a party who elects not to parucipate
in a proposed operauon.

Unless the context otherwise cleariy 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 I
EXHIBITS

The following exhubits, as indicated below and attached hereto. are incorporated in and made 2 part hereot:
A. Exhibit "*A"’, shall include the following informanon:
(1) ldendfication of lands subject to this agreement,
:2) Restricuons. if any, as to depths. formations. or substances.
{3) Percentages or fractional interests of parnes to this agreement,
{4) Oil and gas ieases andior oil and gas interests subject to this agreement,
(5) Addresses of parties for notce purposes.
Exhibit *‘B'’, Form of Lease.
Exhibit ''C’", Accountng Procedure.
. Exhibit ‘D", Insurance.
Exhibit “‘E’", Gas Balancing Agreement.
Exhibit *‘F**, Non-Discrimination and Certification of Non-Segregated Facilities.
. Exhibit **G"", Tax Parmership.
If any provision of any exhibit. except Exhibits “‘E™ and ‘*G’’, is inconsistent with any provision contained in zhe body
of this agreement, the provisions in the body of this agreement shall prevaii.
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was not recorded in the county or parish

records prior to the date of this agreement.
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ARTICLE IIL.
INTERESTS OF PARTIES

A. Oil and Gas Interests:

£ any party owns an oii ana gas interest in the Contract Area. that interest shall be treatea tor au purposes ot this agreement
ing during the term nereot as i it were coverea DV the torm ot o and gas iease attachea hereto as Exubit "B, una the owner thereot
shail be deemea to own both the rovaity interest reserved n sucn lease and the interest of the iessee thereunaer.

B. Iaterests of Parties in Costs and Production:

Unless changed by other provisions. ail costs and liabilities incurred in operabons under this agreement shail be borne and
raid. ana all equipment and matenais acquired in operauons or. cthe Contract Area shail be owned. by the parues as their interests are set
forth 1n Exhibit “*A’". [n the same manner. the partes shall own ail producton of oil and gas trom the Contract Area suiect to the
payment ot rovaites to tihe extent of one-eighth (1/8th) which shail be borne as heremaiter set forth.

Regardless of which party has contributed the lease(s) and/or ol and gas nteresus) hereto on which rovalty is due and
pavaoie, eacn party enutled to recewve a share ot production of oil and gas trom the Contract Arez shail bear ana shall pay or deiiver. or
cause to be paid or delivered. to the extent of its interest 1n such producuon. the royaity amount stpuiated heremnapove and shall hold the
other parues iree irom any liability therefor. No party shail ever be responsibie. however. on a price basis nigher than the price recetved
bv such party. to any other party's lessor or rovaity owner. and if any such other party s lessor or rovaity owner shouid demand and
recetve sertlemnent on a higher price basis. the party contnbuting the atfected lease shall bear tne additionai rovaitv burden atuributabie to
such higher price.

Nothing contained in this Arucle [II.B. shall be deemed an assignment or cross-assignment ot interests covered herepy.
C. Excess Rovaities, Overriding Rovaities and Other Payments:

Unless changed by other provisions. if the interest of any party in any iease covered hereby s subject to any rovaity.
overnding royaity, production payment or other burden on production in excess of the amount supulated 1n Aructe ill.B.. such party so
burdened shall assume and alone bear ail such excess obligatons and shail indemn:fy and hoid the other parties hereto harmiess from any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequendy Created Interests:

If any party should hereafter create an overnding rovalty, productuon pavment or other burden pavable out of production
atertbutable to 1ts working interest hereunder. or if such a burden exsted prior to this agreement and 1s not set forth in Exhibit "A™", or
was not disclosed in wntng to ail other parues prior to the execution of this agreement by all parties. or is not a jointly acknowiedged and
accepted obligauon of ail pames*(any such interest being heremafter referred tc as "‘subsequently created interest " irrespectuve of the

uming of its creauon and the party out of whose working interest the subsequentiv created interest is dernived being heremnaster referred
to as "‘burdened party "), and:

1. If the burdened party is required under this agreement to assign or reiinquish to anv other party. or parues. all or a poruon
of its working interest and/or the production attributable thereto, said other party. or parties. shail receive said assignment and/or
producuon free and clear of said subsequently created interest and the burdened party shall indemntiv and save said other party,

or paruies. harmiess from any and all claims and demands for payment asserted by owners of the subsequentiv created interest:
and.

[

. If the burdened party fails to pay. when due. its share of expenses chargeable hereunder. all provisions oi Arucle VII.B. shali be
enforceable agamst the subsequently created interest in the same manner as they are enforceabie against the working interest of
the burdened party.

ARTICLE 1V.
TITLES

A. Title Examination:

Tide examinadon shall be made on the drillsite of any proposed weil prior to commencement of drilling operanoms or. if
the Drilling Parties so request, title examination shall be made on the leases and/or oii and gas interests inciuded. or pianned to be includ-
ed. in the drilling unit around such weil. The opmion will inciude the ownership of the working interest. minerais, rovaity, overriding
rovaity and production payments under the applicable leases. At the time a weil is proposed. each party contributing leases andior o1l and
gas wnterests to the drillsite. or to be included in such drilling unut, shail furnish to Operator ail abstracts tinciuding federal lesse status
reports|. title opmnions. ttle papers and curative matenal in its possession free of charge. All such information not in the possession of or
made avaiable to Operator by the parues. but necessary for the examinauon of the utle. shall be obtained by Operator. Operator shail
cause titie to be examined by attorneys on its statf or by outside attorneys. Copies of all titie optnions snail be turmshed to esch party
hereto. The cost tncurred by Operator in this utle program shall be borne as iollows:

—_ Opton No. 1: Costs incurred by Operator 1 procuning abstracts and title exarmunauon tincluding preiiminary. suppiemental,
shut-n gas rovaity optnions and division order utle opinions) shall be a part of the adminstrative overnead as provided i ExMBE'C"",
and shail not be 2 direct charge, whether pertormed by Operator's statf attorneys or by outside attorneys.

2.
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ARTICLE IV
conunued

A Ovpuon No. 2. Costs incurred bv Operator in procuring abstracts and lees paid Outside attornevs 1or utie examunation
:ncmmv. suppiementai. shut-n gas rovaity opmions and division order title opinions) snali be borne by the Drilling Parties
:n the proporuon that the interest of each Driiling Party bears to the totai interest ot all Dniling Parues as sucn interests appear 1n Ex-
Ribit "AT" Operator snall make no cnarge for services rendered by 1ts statt atzorneys or other personnet in tie pertormance ot tne above
runcuons.

Zacn partv shall be responsibie tor securing curative matter ing POOLNZ AMeENAMENnts Of JRIEEMENtS required 1N connecuon
“ith leases Or o1l anda gas interests contriouted dv sucn party. Uperator snad be responsioie tor the preparaluon and recoraing of pooiing
_es1gnations or deciarations as wedl as the conduct Of Nearings defore governmmental agencies tor the securtng Of SLacinNg Of pooung orders.
This snaii not prevent any party from appearing on its own pefalf at anv sucn hearning.

No weil shall be drilled on the Conwact Area unui atter (1} the utle to the dnilsite or anlling unit nas oeen examined as above
~rovided. and (2) the ute has been approved by the examinming attorney or ttie has been acceptea by all of the parties wnho are to par-
ucizate 1 the dnilling ot the weil.

B. Loss of Title:

1. Failure ot Title: Shouid any o1l and gas interest or iease. or interest therein. be lost througn failure ot utle, which loss resuits in 2
reducuon ot interest trom that shown on Exhubit “"A™". the party contributing the atfected lease or mterest shali have ninety (90) days
rrom tinal determinauon ot utle falure to acquire 2 new iease or other wnstrument curing the enurety ot the utle tallure. which acqusi-
-1on Wil not be subject to Arucie VIILB.. and tailing to do so. this agreement. nevertheiess. shall continue in torce as to all remamnung ol
ind gas leases and interests: and.

ai The party whose o1l and gas iease or tnterest 1s atfected by the utie failure shall bear aione the enure ioss and it shail not be
enutled to recover from Operator or the otner parties any development or operating costs which 1t may nave theretotore paid or incurred.
but there shail be no additional Liability on its part to the other parues hereto by reason of such utle faiiure:

.b) There shall be no retroacuve adiusument of expenses incurred or revenues receved trom the operation of the interest which has
heen lost. but the interests of the parues snail be revised on an acreage basis. as ot the ume 1t 1s determuned tinaily that titie failure has oc-
curred. so that the interest ot the party wnose iease or interest 1s affected bv the title failure wiil thereatter ve reduced in the Contract
Area by the amount of the interest iost:

¢! if the proporuionate interest ot the other parues hereto in any producing weil theretotore dniiled on the Contract Area is
:ncreased by reason of the titie failure, the party whose utie has failed shail recetve the proceeds attributable to the increase in such in-
terest (less costs and burdens auributable thereto) unul it has been reimbursed for unrecovered costs paid by 1t 1n connecuon wath such
weil:

«d) Should any person nor a party to this agreement. who is determined o0 be the owner of anv interest in the ute which has

tailed. pay n any manner anv part of the cost of operation. deveiopment. or equipment. such amount shall be paid to the party or parues
who bore the costs which are so retunded:

-¢) Any lability to account to a third party for prior production of oil and gas which arises by reason of utie failure shatl be
borne by the party or parties whose utie failed in the same proportions in which they shared i such prior production: and.
'f) No charge shall be made to the joint account for legal expenses. fees or salaries. in connection with the detense of the interest

claimed by any party hereto. it being the intenuon of the paruies hereto that each shall defend titie to 1ts interest and bear ail expenses in
conrection therewith.

2. Loss bv Non-Pavment or Erroneous Pavment of Amount Due: If. through mustake or oversignt. anv rental. shucin weil
pavment, MimMum fOvaity or royaity payment. s not paid of 1s erroneocusiv paid. and as a resuit a lease or interest theremn terminates,
there shall be no monetary liability against the party who failed to make such pavment. Unless the party who tatied to make the required
payment secures a new lease covering the same interest within ninetv (90) days trom the discovery of the fatlure to make proper pavment.
which acquisiion will not be subject to Arucie VIILB., the interests of the parues shall be revised on an acreage basis. etfecuve as of the
date of terminauion of the lease invoived. and the party who failed to make proper payment wiil no longer be credited wich an interest in
the Contract Area on account of ownership of the lease or interest which has termunated. In the event the party who failed to make the
required payment shall not have been tully reimbursed. at the ume of the loss. from the proceeds of the sale of oit and gas attributable to
the lost interest. caiculated on an acreage basis. for the development and operaung costs theretotore paid on account of such interese, it
shall be rexmbursed for unrecovered actual costs theretofore paid by it tbut not for its share ot the cost of anv drv hole previousiy drilled
or weils previousiy abandoned) from so much of the following as is necessary to effect reimbursement:

ta) Proceeds of o1l and gas, less operaung expenses, theretofore accrued to the credit of the lost interest. on an acreage basis.
up to the amount of unrecovered costs;

(b) Proceeds, less operating expenses. thereafter accrued attributabie to the lost interest on an acrcage basis. of that portion of
oil and gas thereafter produced and marketed (excluding production from anv weils thareaiter drilled) wiich. in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
poruon of the oil and gas to be contributed by the other parties in proportion to their respective interests: and. P

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

1

Other fosses: All losses incurred. other than those set forth in Articles [V.B.l. and {V.B.2. above. shall be roint losses

and shall be borne by all parties 1n proportion to their interests. There shall be no readiustment ot interests in the remaining portion of
the Contract Area.
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ARTICLE V.
OPERATOR

A. Designation and Resporsibilities of Operator:

MESA OPERATING LIMITED PARTNERSHIP chail be the

“perator of te Contract Area. ana shall conauct ana direct ana have tul control ot ail operations on tne Contract Area as permtted and
-equirea DV. and wathin the Limits of this agreement. it shall conguct al such operauons in a good and workmanuke manner. but 1t shail
nave no uabiiity as Operator to the other paruies tor iosses sustamed or habiiues incurreq. except SUCn as may resuit from gross
aegiigence or wiilful musconduct.

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

.. Resignauon or Removai of Operator: Operator may resign at any tme by 2iving written nouce thereot o Non-Operators.
If Oiperator terminates its iegal existence. no ionger owns an interest nereunder 1n the Contract Area. or 1S no ionger capabie of serving as
Operator. Operator shall be deemed 1o have resignea without any acuon by Non-Operators. except the seiecuon ot a successor. Operator
mav e removed if it fails or refuses o carrv out its duties hereunder. or becomes insoivent. bankrupt or 1s piaced in recewvershup, by the
Atfirmative vote of two 2) or more Non-Operators owning a majority interest based on ownership as shown on txhibit "*A"" remaining
atter exciuding the voung interest of Operator. Such resignauon or removal shall not become etiective unui 7:00 o'clock A.M. on the
hrst day of the calendar month tollowing the expirauon ot ninety (90) davs after the giving ot nouce ot resignauon bv Operator or acuon
5v the Non-Operators to remove Operator. uniess a successor Operator has been seiected and assumes the duties ot Operator at an earlier
Jate. Operaror. after etfective date ot resignauan or removai. shall be bound bv the terms hereot as a Non-Operator. A change of a cor-
porate name of structure ot Operator or transter ot Operator s interest to anv single subsidiarv. parent or successor corporation shail not
pe the basis for removal of Operator.

2. Selecuon of Successor Operator: Upon the resignaton or removal of Operator. a successor Operator shall be seiected by
-he parues. The successor Operator snall be selectea from tne parues owning an interest in the Contract Area at the time such successor
Operator 1s seiected. The successor Operator shail be seiected by the arfirmauve vore of two (2) or more parties ownng a maionty interest
ased on ownership as shown on Exhibit A" provided. however. 1f an Operator which has been removed tails w vote or votes only to
succeed 1tseif. the successor Operator shail be selected by the atfirmative vote ot two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit "*A"" remaining atter exciuding the voung interest of the Operator that was removed.

C. Employees:

The number of emplovees used bv Operator 1n conductng operations hereunder. their selection. and the hours of labor and the
compensation for services performed shall be deterrmined by Operator. and all such empiovees shall be the empiovees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a competiuve contract basis at the usual rates prevatiing in the area. if it so
destres. Operator may empioy its own tools and equipment in the drilling of weils. but its charges theretor shall not exceed the prevailing
rates 1n the area and the rate of such charges snail be agreed upon by the parues in writing betore driiling operations are commenced. and
such work shall be pertormed by Operator under the same terms and conditions as are customary and usuai in the area in contracts of in-
Jependent contractors who are doing work ot a simiiar nature.

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the day of .19 . Operator shall commence the drilling of a weil for
oil and gas at the following locaton:

Township 31 North, Range 9 West
Section 36: SENE

and shall thereaiter continue the drilling of the weil with due diligence t0 a depth of 3340' to the Fruitland
Coal formation

uniess eranite or other practicaily impenetrable substance or condition 1n the hole. which renders turther drilling impraceical. is en-
couritered at a lesser depth. or unless all parties agree to compiete or abandon the weil at a iesser depth.

Operator shail make reasonable tests of ail formatons encountered during driiling wiich give indicauon of containing oil and
2as \n quannues sutficient to test. uniess this agreement shall be limited in its appiication to a specific formation or formauons, in which
event Operator shall be required to test oniv the formadon or formatons to which this agreement mav appiy.

£
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. in Operator s ‘udement. the weil wiii not produce o Or gas 1 paving quanuties. and it wisnes to piug and abandon the
veti as a drv hoie. tne provistons of Arucie VI.E.1. shail thereatter aopiy.

B. Subsequent Qperatons:

Proposea Operanons: Shouid anv party nereto desire to anil anv weti on the Conwract Area other than the wey provided
“rn Arucie VI.A.. or to rework. ceepen or piug back a orv noie dniled at the 1oint expense of au pastes of 2 weil oItV owneg by all
‘ne parues and Not then progucing i1 Paving quanuues. the party desinag to arill. rework. aeepen or piug back sucn a weil shall give the
‘ner parues written nouce of the Proposed ODEration. SPECUVINR the WorK to be pefiormed. the iocation. proposea depth. obiecuve forma-
*.on ana the esnmated cost of the operauon. Lhe partes receving such a nouce shail have wty 130) davs atter recetot ot the nounce
» 111N wnich to noufy the party Wisning to do the work whether thev eiect to parucipate 1n the cost of the proposea operauon. {f a dnil-
2¢ 112 1S ON i0CauOnN. NOtCe of 3 propasa: :0 rework. plug back or anil deeper mav e given by teiephone ana the response pertod shail be
.mited to torty-esght (48) hours. exciusive ot Saturdav. Sundav ana legai holidavs. Faiure ot a party receving sucn nouce to repiy sathun
‘e pertoa above tixed shall consutute an elecuon ov that party not to parucipate in the cost ot the proposea operaton. Anv nouce or
-esponse given bv telephone shail be prompuv contirmed mn wnung.

i ail oarties eiect to parucipate 10 such a proposed operauon. Operator shall. within ninety 190 davs aster expiration of the nouce
reriod ot thirty (30) days (or as promptiv as possidle atter the expiration ot the forty-eignt (48) hour period when 2 aniiling ng 1s on loca-
“:0n. as tne case mav be, actuailv commence tne proposed operauon and compiete 1t with due diiigence at the risk and expense of all par-
*.es nereto: provided. however. said commencement date mav de extended upon written nouce ot same by Operator to the other parties.
'or a period ot up to thirty (30) additionai davs u. in the sole opinion ot Operator. such additionai ume s reasonapiv necessary to obain
Permits trom governmental authonues. surtace rights (including rights-of-way) or approprate driilling equipment. or to compiete ttie ex-
iTuNaton of curative martter required for utle approvai or acceptance. Notwitiistanaing the torce maieure provisions ot Arucie XI. if the
ictual operation has not been commenced within the ume provided (including anv extension thereot as specuicailv permitted herem) and
i any party hereto sull desires 1o conduct said operation. written noOUCe Proposing Same must dDe resudmitted o the other parues in accor-
dance with the provisions hereof as if no prior proposai had been made.

2. Operatuons by Less than All Parues: [f any party recetving such notice as provided in Arucie VI.B.1. or VILD.1. (Option
No. 2) elects not to parucipate in the proposed operauon, then. in order to be enatied to the benetits of this Arucle, the party or parties
giving the nouce and such other parues as shall elect to parucipate in the operanon shall. within ninety (90) davs atter the expirauon of
the notice period of thirty (30) days (or as promptly as possibie after the expiration of the forty-eight (48) hour period when a drilling ng is
on locauon. as the case may be) actuaily commence the proposed operanon and compiete 1t with due diligence. Operator shail periorm all
work fcr the account of the Consenung Parties: provided. however. if no driiling rig or other equipment 1s on iocauon. and if Operator is
4 Non-Consenung Party. the Consenung Parties shall either: (2) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties. or 1b) designate one (1) of the Consentng Parties as Operator to pertorm such work. Con-
senung Parties. wnen conducung operauons on the Contract Area pursuant to this Articie VI.B.2.. shail compty with ail terms and con-
diuons ot uns agreement.

If less than ail parues approve anv proposed operauon. the proposing party. immediately after the expirauon of the applicable
notice period. shall advise the Consenung Parties ot the total interest of the parues approving such operation and its recommendation as
ta whether the Consenang Parties should proceed with the operation as proposed. Each Consenung Party. within forty-e1zht (48) hours
-exclusive ot Satyrday. Sunday and legal holidavs) after recewpt of such notice. shall advise the proposing party of its desire to (a) limit par-
1CIPANON to SUCh party s interest as shown on Exhibit ** A" or (b) carry 1ts propornionate part of Non-Consenung Parties interests, and
farlure to advise the proposing party shall be deemed an eiection under (a). [n the event a drilling r1g is on locaton. the time permitted for
such a response shall not exceed a totai of fortv-eight (48) hours (inclusive of Saturdav. Sunday and legal holidavs:. The proposing party,
at its elecuon, mav withdraw such proposai i there 1s insutficient parucipation and shall promptly noufy all parues of such decision.

The enare cost and risk of conducting such operatons shail be borne by the Consenang Parties 1n the proporuons they have
elected 10 bear same under the terms of the preceding paragraph. Consenung Parties shall keep the ieasehold estates mnvoived.in such
operaaons free and clear of all liens and encumbrances of every kind created by or anising from the operanons of the ConsenungParties.
If such an operanon resuits in a dry hole, the Consenung Parties shail plug and abandon the weli and restore the suriace location st their
sole cost. nisk and expense. If any weil drilled. reworked. deepened or piugged back under the provisions of this Article resuis in 8 pro-
ducer ot od and/or gas in paying quanunes. the Consenting Parties shail complete and equip the weil to produce at terr sole cost-arid fisk,
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ARTICLEVI
continued

ind the weti shall then be turnea over to Operator ana shall be operated bv 1t at the expense and for the account ot the Consenang Par-
“1es. LUpon commencement ot operauons tor the driling. reworiung, deepening or plugging back ot anv such weil by Consenting Parnies
' accoraance witn the provisions of this Arucie. eacn Non-Consenung Party shall be deemea to have reiinquisned to Consenung Parues.
1nd the Consenung Parties shail own and be enntied to recetve. 1n proportion to their respective mterests. ail of such Non-Consenung
Party s interest 1n tne weli ana -nare Of producton theretrom unui the proceeds of the saie of such share. caiculated at the well. or
Tiirket vlUe tNereof if sucn share 1s not soid. iafter deducung producton taxes. excise taxes. fovaity. overnaing rovaitv and other mn-
-=rests not exceotea bv Arucie I[I.D. pavaoie out of or measurea bv the proaucuon trom sucn weii accruine witn respect to such interest
.ot it reverts) shai equai the total ot tne toliowing:

150

1: $88% of eacn sucn Non-Consenung Partv's share ot the cost ot anvy newlv acquired surtace equipment devond the weilhead
Jcanecuons (inciuding, but not iimated to. StOCK tanks. separators. treaters, pumping equipment and piping). pms-&é&b of each such
NonConsenung Party s share ot the cost of operanon ot the weii commencing with tirst production and contnuing unut each such Nor
Consenung Party’s reiinquished interest shall revert to it under other provisions ot this Articie. it beng agreed that each Non-
Consenung Party's share ot such costs and equipment will be that interest which wouid have been chargeaie to such Non-Consenung
Partv hag 1t parucipated in the weil trom the beginning ot the operauons: and

5,300 7% of that poruon ot the costs and expenses ot driiling. reworking. deepemng. piugging oack. tesung and completng.
.tter geducting any cash contributions recerved under Arucie VIILC.. and _30Q % of that portion ot the cost ot newly acquired equip-
men: mn the weil (to and including the weiihead connections:. which wouid have been chargeavie to such Non-Consenung Party if it had
narucipated therem.

An eiecuon not to parucipate in the driling or the deepemng ot a weil shail be deemed an election not to parucipate n any re-
~orking of piugging back operauon proposed 1n such a weil. or poruon thereot. to winch the imutai Non-Consent eiection appised that 1s
congucted at any ume prior o tull recovery oy the Consenung Parues ot the Non-Consenung Party's recoupment account. Aay such
reworking or piugging back operauon conducted during the recoupment pertod shal% h];fdeemea paﬁbme cost ot operauon of said well
ind there shall be added to the sums to be recouped by the Consenung Parties one huridred/percent %) ot that poruon ot the costs of
the reworking or piugging back operation wnich wouid have been chargeabie to such Non-Consenung Party had it participated theremn. if
such a reworking or plugging back operauon 1s proposed during such recoupment period. the provisions ot tms Artcie V1.B. shail be ap-
plicable as between said Consenung Parties in said weil.

During the period of time Consenung Parties are enttied to receve Non-Consenung Partv's share of production. or the
proceeds theretrom. Consenung Partes shall be responsibie for the payment ot all production. severance. excise. gathering and other

taxes. and all rovaity. overnding royaity and other burdens appiicable to Non-Consenung Partv's share of production not excepted by Ar-
ucie I1.D.

In the case of anv reworking. plugging back or deeper drilling operanon. the Consenung Parues shall be permitted to use. free
ot cost, all casing. tubing and other equipment 1n the weil, but the ownership of all such equipment shall remain unchanged: and upon
abandonment ot a well after such reworking. plugging back or deeper drilling. the Consentng Parties shall account for ail such equip-
ment to the owners thereof. with each party recetving its proportuonate part n kind or in value. less cost of salvage.

successful

Within sixty (60) davs after the/compietion of any operation under this Arucle. the party conducting the operations for the
Consenung Parties shali furnish each Non-Consentng Party with an inventorv of the equipment in and connected to the weil. and an
itemnized statement of the cost of drilling. deepening. piugging back. testing. compieung. and equipping the well for production: or. at its
opuon. the operating party. in lieu of an 1temized statement of such costs of operation. may submit a detaiied statement of monthly bill-
ings. Each month thereafter. during the time the Consenting Parties are being reimbursed a5 piuvided above. the party conducting the
operauons for the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities in-
curred in the operation of the weil. together with a statement of the quanuty of oii and gas produced from 1t and the amount of proceeds
realized from the sale of the weil’s working interest production during the preceding month. In determining the quanuty of oil and gas
procuced during any month. Consenting Parties shall use industry accepted methods such as. but not limited to. metering or periodic
weil tests. Any amount realized from the saie or other disposition of equipment newly acquired in connection with any such operation
which wouid have been owned by a Non-Consenung Party had it participated therein shail be credited agamst the torai unreturned costs
ot the work done and of the equipment purchased in determining when the interest of such Non-Consenung Party shall revert to it as
dbove provided: and if there 1s a credit balance. it shatl be paid to such Non-Consenting Partv.
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ARTICLE VI
continued

lf and when tne Consenung Partes recover irom a Non-Consenung Partv s reunquished interest tiie amounts proviied for above.
'ne reitnquisned nterests ot such Non-Consenung Party snail automaucailv revert to 1t. and. trom and atter such reversion. such Non-
Consenung Party snall own the same interest 1n such weil. the matenai and equipment in or pertaiung thereto. and the producuon
tneretrom as such Non-Consenung Party wouid have been enutied to had 1t participated 1n the drilling. reworkmg. deepenmg or plugging
2ack ot said weil. Thereatter. such Non-Consenung Party shail be charged with and shail pav its proportionate part ot the turther costs ot
‘ne operauon of said weti 1 accoraance witn the terms of this agreement and the Accounung Procequre attached hereto.

Notwithstanding tne provisions ot this Articie VI.B.2., it 1s agreea that without tne mutuai consent ot all parties. no weils shall
be compieted in or produced trom a source of suppiy trom wnich a weil locatea eisewnere on tne Contract Area 1s producing, uniess such
w~eil contorms to the then-exisung weil spacing pattern tor such source ot supply.

The provisions of this Articie shall have no appiication whatsoever to the dniling ot the imuai wed described mn Arucie VI.A.
2xcept (a) as to Arucle VIED.1. (Opuon No. 2), if selected. or tb) as to the reworking, deepening and piugging dack of such nnai wetl
after 1t has been driiled to the depth specuied in Arucie VI.A. if it shall therearter prove to be a dry hole or. it mmuially compieted for pro-
iuctdon. ceases to produce n paying quanuues.

1. Stand-Bv Time: When a well which has been drilled or deepenea has reached its authonzed depth and all tests have been
compieted. and the resuits thereof furnished to the parues. stand-by costs incurred pending response to a party's notuce proposing 2
reworking, deepening, plugging back or compieting operauon 1 such a weil shall be charged and borne as part ot the dniling or deepen-
ing operauon just compieted. Stand-by costs subsequent to all parties responding, or expirauon ot the response ume permitted. whichever
tirst occurs. and prior to agreement as to the parucipaung interests of ail Consenung Parues pursuant to the terms ot the second gram-
maucai paragraph of Article VI.B.2, shail be charged to and borne as part of the proposea operauon, but 1f the proposal is subsequentiy
wthdrawn because of insufficient parucipation. such stand-bv costs shall be aliocated between the Consenung Parties in the proportion
eacit Consenung Party's interest as shown on Exhibit **A"" bears to the total interest as shown on Exhibit **A’" of ail Consenung Par-
ties.

4. Sidetracking: Except as hereinatter provided. those provisions of this agreement applicable to a2 ~"deepening " operation shail
ilso be appiicable to any proposal to direcuonally control and intentionaily deviate a well from verncal so as to change the bottom hole
locaton (heremn called *‘sidetracking '), uniess done to straighten the hole or to driil around junk in the hole or because of other
mechanicai difficuities. Anv party having the right to parucipate 1n a proposed sidetracking operation that does not own an interest in the
atfected weil bore at the time ot the nouce shall. upon electing to participate. tender to the well bore owners its proportionate share (equal
10 1ts nterest in the sidetracking operation; ot the value of that portion of the exisung weil bore to be uniized as {ollows:

a) [f the proposai is for sidetracking an existng drv hole. retmbursement shall be on the basis ot the actual costs incurred in
the wtninal driliing of the weil down to the depth at which the sidetracking operation 1s imitiated.

b) If the proposai is for sidetracking a weli which has previousiv produced. reimbursement shall be on the basis ot the well’s
salvable materais and equipment down to the depth at which the sidetracking operation 15 initiated. determined 1n accordance with the
provistons of Exhibit *C'". less the esumated cost of saivaging and the esumated cost ot plugging and abandoning.

In the event that nouce for 2 sidetracking operation is given while the drilling rig to be uunlized s on locauon. the response period
shall be limited to forty-eight (48) hours. exclusive ot Saturday, Sundav and legai holidays: provided. however. any party mav request and
recmve up to eighe (8) additionai days aicer expiration ot the forty-eight (48) hours within which to respond by paying for all stand-bv time
incurred during such extended response period. if more than one party elects to take such additional ume to respond to the notce. stand-
by costs shall be ailocated between the parties taking additional time to respond on a day-to-day basis in the proporuon each elecung par-
tv's interest as shown on Exhibit **A"" bears to the total interest as shown on Exhibit **A™" of all the electing parues. In ail other m-
stances the response pertod to a proposai for sidetracking shall be limited to thirty 130) davs.

C. TAKING PRODUCTION IN KIND:

Each party shail take in kind or separateiy dispose ot its proporuocnate share ot ail oil and gas produced trom the Contract Area.
=xclusive ot production which mav be used in development and producing operauons and i preparing and treaung ol 4nd gas tor
markeung purposes and production unavoidably lost. Any extra expenditure incurred in the taking n kind or separate disposiuon by any
party ot its proporuonate share ot the production shall be borne bv such partv. Anv party taking its share ot production wn kind shall be

<4
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ARTICLE V1
continued

required to pay tor oniv its proporuonate share ot such part ot Operator s surtace taciities which it uses.

Each party shall execute such division orders and contracts as mav be necessary for the sale of its interest i producuon from
ne Contract Area. and. exceer as provided in Arucle VIL.B.. shail be enutied to receive pavment directiv trom the purchaser thereot for
:rs share ot all producuon.

{n the event anv partv snail fail to maxke the arrangements necessarv to take in Kind or separateiv diSDose oOf 1S Droportionate share ot
_ie ou proauced trom the Contract Area. Uperator shall have tne rignt. SUDIECT 1O the fevocauon at wiid by the party ownmg it, but not
*1e obligation. 10 purchase sucn oii or seil 1t to otners at any ume ana trom tme to Ume. tor the account of the non-taking parry at the
oest price obtainabie in the area tor sucn production. Any such purchase or saie by Operator shail be subject aiways to the right of the
owner of the production to exercise at any ume its right to take 1n kind, or separately dispose of. its share ot ail o not previousiy
Jelivered to a purchaser. Any purchase or saie by Operator ot any other party's share ot ol shall be oniv for such reasonable perwods of
lime as are consistent with the mummum neeas ot the industry under the particuiar circumstances. but 1n 10 event tor 2 period in excess
ot one (1) vear.

In the event one or more parues’ separate disposiuon ot its share of the gas causes spiit-stream deliveries to separate pipeiines and/or
deliveries wnuch on a day-to-day basis for any reason are not exactly equai to a party 's respective proporucnate share of total gas saies to
be ailocated to it, the balancing or accounung between the respective accounts of the parues shall be in accordance with any gas balancing
ayreement between the parues hereto, wnether sucn an agreement 1s attached as Exhibit “"E’". or 1s a separate agreement.

D. Access to Contract Ares and [nformation:

Each party shail have access to the Contract Area at ail reasonable umes, at its sole cost and risk to inspect or observe operations.
ar.d shail have access at reasonable times to informauon pertaining to the development or operauon thereot. inciuding Operator 's books
and records relating thereto. Operator. upon request, shall furnish each of the other parties with copies of ail forms or reports filed with
governmentai agences, daily driiling reports, well logs. tank tabies. dailv gauge and run tckets and reports of stock on hand at the first of
each month, and shail make avaiiable sampies of anv cores or cuttngs taken irom anyv well drilled on the Contract Area. The cost of
gathering and furnishing tnformauon to Non-Operator. other than that speciiied above, shall be chargea to the Non-Operator that re-
quests the wnformauon.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any weil drilled or deepened pursuant to Arucle V1.B.2.. any well which has been
dnilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shail not be plugged and abandoned
without the consent of ail parues. Shouid Operator. after diligent effort, be unable to contact any party. or should any party fail to repiy
within forry-eight (48) hours (exclusive oi Saturday, Sunday and legai holidavs) after recetpt of notice of the proposal to piug and abandon
such well, such party shail be deemed to have consented to the proposed abandonment. All such wells shail be piugged and abandoned in
accordance with appiicable regulations and at the cost. risk and expense of the parties who parucipated in the cost of drilling or deepening
such well. Any party who objects to0 plugging and abandoning such well shall-veve=stve=rpiemeo~take over the weil and conduct further
operations in search of oil and/or gas subject to the provisions of Article VI.B.

2. Abandonment of Wells that have Produced: Except for any weil in which a Non-Consent operauon has been conducted
hereunder for which the Consenung Parues have not been tuily resmbursed as herein provided. anv weil which has been completed as a
producer shall not be plugged and abandoned without the consent of ail partes. if il parties consent to such abandonment. the well shail
be plugged and abandoned in accordance with applicabie reguiations and at the cost. risk and expense ot ail the parues hereto. If, within
thirty {301 davs after recerpt of nouce of the proposed abandonment of any weil, all parues do not agree to the abandonment of such weli.
those wishing to continue its operanon from the intervai(s) of the formauonis) then open to production shall tender to each of the other
parues its proportionate share of the vaiue ot the weil's salvable material and equipment. determuned in accordance with the provisions of
Exhibit "C™". less the esumated cost of salvaging and the esturnated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parues. without warranty. express or impiied, as to title or as to quantity. or fitness tor use of the equipment and
materai. all of its interest in the weil and related equipment. together with its interest in the leasehoid estate as to. but only as to, the in-
terval or intervals of the formauon or tormatons then open to production. if the interest of the abandoning party 1s or includes an oil and
gas interest. such party shall execute and deliver to the non-abandoning party or parties an oul and gas lease. imited to the intervai or in-
tervais of the formaton or formatons then open to producuon. for a term of one t1) year and so long thereatter as o1l and/or gas 1s pro-
duced from the interval or intervais of the formauon or formations covered thereby, such lease to be on the form attached as Exhibit
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ARTICLE V1
continued
£ The assignments or ieases so iimitea shail encompass the "*dniling unit’ * upon wnich the weti 1s located. The pavments by, and the

4ssignments or ieases to. the assignees snail be tn a rauo dased upon the reiauonship ot tneir respecuve percentage ot parucipation 1n the

ontract Area to the aggregate of the percentages ot parucipauon tn the Contract Area ot ail assignees. There snail be no readusment ot
:nterests in the remaiung poruon of the Conwract Area.

Thereatter. aDandoning parties snad have no turther responsibiity. wabihitv. or interest in the ODefation of of Proguction trom
e weil 11 e nterval or mntervals tnen open other than the rovaities retained in anv lease made unaer the terms ot this Arucie. L'pon re-
;uest. Orerator snail continue to operate tne assigned weil for tne account of tne NoN-apandoning parties at tne rates ana charges con-
- >MDIalea DV tNis agreement. Dius any aadiionat cost and charges WnIch mav arise as the resuit of the separate ownersiup ot the assigned
veti, Ucon proposed abandonment of Ule producing tntervaits) assigned or leased. the assignor or iessor snail then have the option ©
-epurcnase 1ts prior interest 1n te weli (using the same vaiuauon Ormuia| and partiCipate 1n tUrther OPErauons theremn sudject to the pro-
1510N$ nereot.

Abandonment of Non-Consent Operauons: The provisions ot Arucle VI.E.l. or VI.E.2. above snail be appiicable as berween
_onsenung Parties in the event of the proposea abandonment of any weil excepted trom saia Arucies: proviged. however. no weil shali be
~errnanenuyv piugged and abandoned -uniess and unui all partres naving tne right o conduct turther operauons theremn have been noutied

t the proposed abandonment and atforded the opportunity to elect to take over the weil in accordance with the provisions ot this Article
V1E.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The uabilitv of the parues shall be severai, not joint or collecuve. Each party shall be responsible oniv tor its obliganons. and
snail be irabie oniv for its proportionate snare ot the costs ot developing and operaung the Contract Area. Accordingly, the liens granted
smong tne parues in Arncie VIILB. are aiven to secure oniv the debts of each severaily. It is not the intenuon ot the parues to create, nor

:nail this agreement be construed as creaung. a minmng or Othler partnership or association. or [o render the parues liable as partners.
It is not the intention of the parties that this contract is made or intended for

f a d person.
Bhe e%?s'ndl a&&nt%ixu&ir perso

Each Non-Operator grants to Opéra:or a lien upon 1ts ol and gas rights in the Contract Area. and a security interest in its share
=1 o1l and:or gas when extracted and its interest in ail equipment. to secure pavment ot 1ts share ot expense, together with interest thereon
at the rate provided in Exhibit *'C"". To the extent that Operatcr has a secunty interest under the Uniform Commerciai Code of the
state. Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
raimng of judgment bv Operator for the secured indebtedness shail not be deemea an election of remedies or otherwise aifect the lien
rights or security interest as security for the payment thereot. In addition. upon default by anv Non-Operator in the pavment of its share
ot expense. Operator shall have the right, without prejudice to other rights or remedies. to collect from the purchaser the proceeds from
the saie ot such NonOperator s share of oil andijor 2as unul the amount owed by such Non-Operator. plus interest. has been paid. Each
purcnaser shall be enutled to rely upon Operator s written statement concerning the amount of any default. Operator granes a like lien
and security interest to the Non-Operators 10 secure payment of Operator’'s proportionate share ot expense.

if any party fails or 1s unable to pay its share of expense within stxtv (G0} davs atter rendition ot a statement therefor by
Overator. the non-defauiting parues. inciuding Operator. shall. upon request bv Operator. pay the unpaid amount 1n the proportion that
the mterest of each such party bears to the interest of ail such parues. Each party so paving uts share of the unpaia amount shall. to obtain
remmpursement thereot. be subrogated to the secunity rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided. Operator shall promptiv pay and discharge expenses incurred in the deveiopment
and operauon ot the Contract Area pursuant to this agreement and shall charge each of the parues hereto with their respectve propor-
uonate shares upon the expense basis provided in Exhibit **C"". Operator shall keep an accurate record of the joint account hereunder,
showing expenses ncurred and charges and credits made and received.

Operator. at its election. shall have the right from time to time to demand and receive from the other parues payment in advance
of their respecuve shares of the esumated amount of the expense to be incurred in operations hereunder during the next succeeding
month. which right may be exercised only by submission to each such party of an KeMIIGISIZIMMERLOIIC-ACUIAGALIRItI00thess

<susl-am invoice for its share thereof. Each such statement and invowee tor the payment 1r: advance ot esumatea expense shail be suomitted
on or before the 20th day of the next preceding month. Each party shail pay to Operator its proportionate share of such estimase within
fifteen (15) days after such estimate and invoice 1s received. If any party fails to pay its share of said estimate within said ime. the amount
due snall bear interest as provided in Exhibit ''C’" unul paid. Proper adjustment shall be made monthly between advances and-sctusi ex-
penise to the end that each party shail bear and pay its proporuonate share of actual expenses incurred. and no more.

D. Limiration of Expenditures:

L. Drill or Deepen: Without the consent of all parties, no well shail be drilled or deepened. except anv weil drilled or deepened
pursuant to tne provisions of Arucle VI.B.2, of this agreement. Consent to the drilling or deepening shail inciude:

-t
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ARTICLE V11
continued
X Ocuon No i. All necessarv expenanures tor :ne eniling or deepenny. testing. ccmpieting and cquIppING Ot the weil. inciuding
“ecessarv tankage Jnd.or surtace taciiiues.
— Opuon No. .. Ail necessarv expenaitures tor :ne dniiling or deepeming 4na tesune of :ne wesi. When sucn weil has resched 1ts

.u:norizea deptn. 4na ail tests nave been compieted. ana tne resuits thereot turnusned (o tne partes. Uperator shail vive immeauate notice
"> tne Non-Jperators wno flave the rgnt to parucioate n tne compietion costs. The parties recerving such notice snail have torty-enent

-~ hours iexciusive of Saturdav. SUndayv and ieRai houdavs: in WRICH 1O ¢lect to DITUCIDALE 1N (Ne Setung ot CSINg and the compietion at-
©-rIpt. DUCA electon. whnen made. snall 1nciude CONsent O Jli NeCessary expenditures fof the COMDIENNE INd euuIDPINg of such weil. -

.uding necessary tankage and:or surtace taciities. Faiiure ot anv party recenving sucn NOUCe to repty within the pertod dbove nixed shail
. nsutute an eiecuon oy that party not to parucipate n the cost of the compleunn attemot. i one or more. put less than all ot the parues.
~iect 10 set pipe and to attempt a compietion. the provisions of Arucie VI.B.2. hereot itne pnrase “reworxing. devpenming or plugging
2ack as contained in Arucie VEB. 2. shail be deemed to inciude “compieung * shail appiv to tne operations tnereatter conducted by less
'nan ail partes.

2. Rework or Plug Back: Without the consent ot all parties. no weil shali be reworked or plurged back except 4 weil reworked or
riuggea back pursuant to the provisions ot Articie VI.B.2. of this agreement. Consent to tne reworking or piugging back ot a well shail
:nciude ail necessary expenditures in CoNAUCUNE such operations and compieting and equipping ot said weil. Inciuding necessary tankage
indror surtace taciites.

* Other Operauons: Without the consent ot il parties. Operator shall not undertake any single prosect reasonably esumated
‘0 require an expenditure i excess of Twenty-five thousand Dollars 3 29,000.00
except 1 connecuon with a weil, the driiling. reworking, deepening. compieung. recomoteung. or piugging pack ot which has been
nreviousiv authorized by or pursuant to this agreement: provided. however. that. 1n case ot expiosion. hre. tiood or other sudden
=mergency. whether ot the same or aifferent nature. Operator may take such steps and incur such expenses 4s in its opinion are required
‘0 deal with the emergency to safeguard iife and propertv but Operator. as promptly as possible. shall report tne emergency to the other

parues. If Operator prepares an authority tor expenditure (AFE) for its own use, prerator snail furmish anv Non-Operator so requesting
40 intormauon cc())ov thereot tor any singie project costing in excess ot Fifteen thousana

Dollars 3 15, but less than the amount first set torth apove i thus paragrapi.

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

Rentals. shutn well payments and mumimum rovaines which may be required under the terms ot anv icase shall be paid by the
party or parues who subjected such lease to this agreement at its or thesr expense. In the event two or more paruies own and have con-
tributed interests n the same lease to this agreement. such parties may designate one of such partes to make said pavments for and on
behalf of all such parues. Any party may request. and shall be enutied to receive. proper evidence ot ail such pavments. [n the event ot
failure to make proper payment ot any renral. shut-in weil pavment or muimimum rovalty through mistake or oversight where such pay-

ment 1s required to conunue the lease in torce. any loss wich resuits from such non-pavment snall be borne in uccordance with the pro-
visions ot Arucle IV.B.2.

Operator shall noufy Non-Operator of the anticipated completion of a shut-in gas well. or the shutung in or return to production
of & producing gas well. at least five (5) davs texcluding Saturdav. Sunday and legal holidavs:. ar at the earitest opportunity permitted by
circumstances. priof to taking such action. but assumes no liability tor tailure to do so. {n the event ot talure bv Qperator to so notify

Non-Operator. the loss ot anv lease contributed hereto bv Non-Operator tor tailure to make nmeiv pavments ot anv shut-1n weil payment
shall be borne romtly by the parties hereto under the provisions ot Articte [V .B.3.

F. Taxes:

Beginning with the first calendar vear after the etfective date hereof. Operator shall render tor ad vaiorem taxauon all property
subrect to this agreement which by law should be rendered for such taxes. and it shall pay ail such taxes assessed thereon before they
become delinquent. Prior to the rendition date. each Non-Operator shall furnish Operator information as to burdens (to include. but not
be limited to. royaities. overnding rovalties and production pavments) on leases and oil and gas interests contributed by such Non-
Operator. If the assessed valuation of any ieasehold estate 1s reduced by reason of its being subject to outstanding excess rovaities, over-
riding royaites or production pavments. the reduction i ad valorem taxes resuiting therefrom shall inure to the benent of the owner or
owners of such leasehold estate. and Operator shall adiust the charge to such owner or owners so as t0 reflect the benetit of such reduc-
uon. If the ad valorem 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 shali be made and paid by the parues hereto 1n accordance with the tax

value generated by each party's workiny iuterest. Operator shall bill the other parues for their proportionate shares ot ail tax payments in
the manner provided in Exhibit **C"".

If Operator considers any tax assessment improper, Operator mav. ar its discreton. protest within the ume and manner
prescribed by law. and prosecute the protest to a final determination. unless ali parties agree to abandon the protest prior to tinal deter-
munation. During the pendency of administrauve or judicial proceedings. Operatar may elect to pav. under protest. all such taxes and any
interest and penaity. When any such protested assessment shall have been finaily determmned. Operator shail pav the tax tor the joint ac-

count. together with any interest and penaitv accrued. and the total cost shall then be assesseq against the parues. and be paid by them, as
provided n Exhibit *C*".

Each party shail pay or cause to be paid all production. severance. excise. gathering and other taxes imposed upon or with respect to
the producuon or handling ot such party s share of o1l andjor gas produced under the terms ot this agreement.
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ARTICLE VII
continued

G. Insurance:

At ail umes while operatons are conducted hereunder. Operator shall compiv with the workmen's compensation law of
‘e state wnere the operauons are being conducted: provided. however. that QOperator mayv be a seif-insurer tor i1ability under said com-
~ensauon 1aws 1in which event tne oniv charge that shail be maage to the joint account shall be as proviaed in Exhubit *"C™*. Operator shail
150 CAfFY Of provide insurance tor the benetit ot the wint account of the parties as outiined 1 Exhibit D7, ittached to and made a part
-zreot. Operator shall require ail contractors enegagea m work on or tor the Conwract Area to compiv with the workmen s compensauon
LW Ol Ule state where the operauons are pemng conducted and to MaiNtain sucn other insurance as 'Jperator mav requrre.

‘n the event automobile public liabtiitv nsurance 1s specitied in said Exhibit "D, or subsequenty receives the approvai ot the
~arties. no airect charge shall be mage ov Operator tor premiums paid for such insurance tor Operator s automouve equipment.

ARTICLE VIIL
ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement. nsotar as thev emorace acreage m the Contract Area. shail not be surrendered in whole
:r n part uniess all parties consent thereto.

However. shouid any party destre to surrender its interest m anv iease cr i any poruon thereot. and the other parues do not
sgree or consent thereto. the party desiring to surrender shall assign, without express or impled warranty ot title. all of its interest 1n
suchi lease. or poruon thereot. and anv wei. matenai and equipment which may be located thereon and anv rights in production
:herearter secured. to the parties not consenung to such surrender. If the interest ot the assigning partv 1s or inciudes an ou and gas in-
terest. the assigning party shall execute ana deliver to the party or parties not consenting to such surrender an ou and gas lease covering
such ol and gas interest for a term ot one t 11 vear and so long thereafter as ou and/or gas 1s produced from the land covered thereby. such
lease to be on the form attached hereto as Exhibit ""B"". Upon such assignment or iease. the assigming party shail be relieved from ail
obiizauons thereafter accruing, but not theretotore accrued. with respect to the interest assigned or leased and the operation of any weil
attributable thereto. and the assigning party snail have no further interest in the assigned or leased premises and its equipment and pro-
ducton other than the royaities retained in any lease made under the terms of this Arucle. The party assignee or iessee shail pay to the
party assignor or lessor the reasonable saivage vaiue of the latter s interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value ot all material shail be determined in accordance with the provisions of Exhibit **C™". less the esumated cost of
saivaging and the estimated cost of plugging and abandoning. If the assignment or lease is i favor of more than one party, the interest
shall be shared by such paruies in the proportions that the interest of each bears to the total interest of all such parties.

Any assignment. lease or surrender made under this provision shall not reduce or change the assignor's. lessor s or surrendering
party’s interest as it was immediately betore the assignment. lease or surrender in the balance ot the Contract Area: and the acreage

assigned. leased or surrendered. and subsequent operations thereon. shall not tnereater be subject to the terms and provisions of this
agreement.

B. Renewal or Extension of Leases:

If anv party secures a renewai of anv o1l and gas lease subject to this agreement. ail other parties shall be notitied promptly. and
sha:l have the right for a pertod of thirty (30) davs toilowing recespt ot such notice in which to elect to participate in the ownership of the
renewal lease. insofar as such lease attects iands within the Contract Area. by paying to the party who acquired 1t their severai proper pro-

poruonate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proporton to the
interests neld at that time bv the parues in the Contract Area.

If some. but less than all. of the partes elect to participate in the purchase of a renewal lease. it shall be owned by the parties
who elect to parucipate therem. in a rauo based upon the relationship of their respecuve percentage ot parucipauon n the Contract Area
to the aggregate of the percentages of participation n the Contract Area of all parties participating 1n the purchase of such renewal lease.
Anv renewal lease in which less than ail parues eiect to participate shall not be subiject to this agreement.

Each party who participates in the purchase ot a renewai lease shall be given an assignment of its proportionate interest therein
pv the acquiring party.

The provisions of this Article shail apply to renewal leases whether they are for the enure intersst covered by the expiring lease
or cover only a portion of its area or an interest theretn. Any renewal lease taken before the expiration of 1ts predecessor lease. or taken or
contracted for within six (6) months after the expiration of the exisung lease shall be subject to this provision: but any iease taken-or con-

tracted for more than six (6) months after the exprration of an existing lease shall not be deemed a renewal lease and shall not be subject to
the provisions of this agreement.

The provisions in this Article shail also be appiicable to extensions of oil and gas leases.

C. Acreage or Cash Contributions:

While this agreement 1s in torce. it anv partv contracts for a contrbution of cash towards the drilling ot a well or any other
~perauon on the Contract Area. such contribution shall be paid to the party who conducted the driliing or other operaton and shall be
appited bv 1t against the cost ot such drillineg or other operauon. If the contribution be 1n the torm of acreage. the party to whom the con-
tribution 1s made shall promptly tender an assignment of the acreage. without warranty ot ttle, to the Drilling Parties n the prapottions

1t-
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ARTICLE VIII
contnued
sasd Drilling Parues shared the cost ot drilling the wel. Such acreage shail become a separate Contract Area and. to the extent possible. be
Zoverned bv provisions idenncai to this agreement. Each party shail promoptty noutv ail other parues ot any acreage or cash contributions
1t Mav obtain in support of any weil or any other operauon on the Contract Area. The above provisions shail also be appucable to op-
wonal rights to earn acreage outside the Contract Area wnich are 1n support ot a weil drilied inside the Contract Area.

it anv party contracts for anv consideratuon rejating to disposition Ot Sucn Partv s snare ot substances proauced hereunder, such
:nsiderauon snhail not pe geemed a conuibuuon as contempiated n thus Arucle VIILC.

D. “laintenance of Uniform interest:

For the purpose ot mantaming unuormity ot ownership in the ou and gas ieasehoid interests covered by this agreement. no
narty snail seil. encumber. transter or make other disposiuon ot 1ts interest in the ieases emoraceg within the Contract Area and in weils.
yuipment and production uniess sucn disposiuon covers either:

. the enure interest ot the partv in ail leases and equipment and producuon: or
). in eguai undivided interest in ail leases and equipment and production in the Contract Area.

Every such saie. encumbrance. transter or other disposiuon made by any party shail be made expressiv subiect to this agreement
.nd snall be maae without prejudice to the right ot the other parues.

f. at any time the interest ot any party 1s divided among and owned bv tour or more co-owners. Operator. at its discrenon, may
require such co-owners to appoint a single trustee or agent wath full authority to receive nouces. approve expenditures, receive billings for
ind approve and pay such party’s share ot the 1oint expenses. and to deal generailv with. and with power to bind. the co-owners of such
party's (nterest within the scope ot the operauons emoraced in this agreement: however, ail such co-owners shall have the right to enter
:nto and execute ail coneracts or agreements tor the disposiuon ot their respective shares ot the ou and gas produced from the Contract
Area and they shall have the right to recewve. separatelv. payment ot the sale proceeds thereot.

E. 'Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located. each party hereto owning an
undivided 1nterest 1n the Contract Area waives anv and all rights it may have to paruuon and have set aside to 1t 1n severaity its undivided
interest therein.

ues. However. there shall be gg tial nght to purchase in those cases where any party wishes to mortgage its interests, or to
i IV merger, reorgamization. consoiidation. or sale of all or substantally ail of its assets to a subsidiary or parent com-

b r"l B i . - B : Mumn. % iR v

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

"his agreement is not intended to create. and shall not be construed to create. a relationship of partnership or an association
tor pronit between or among the parues hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or collective. or that this agreement and operauons hereunder shail not consttute a partnership. if, for federal income tax
purposes. this agreement and the operations hereunder are regarded as a partership. each party hereby aifected elects to be excluded
trom the appiication of all of the provisions ot Subchapter “*K™*, Chapter 1. Subtitie " A", of the Internai Revenue Code of 1954, as per-
mutted and authorized by Section 761 of the Code and the regulations promuigated thereunder. Operator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as mav be required by the Secretary of the Treasury of the
United States or the Federal Internai Revenue Service. including specificailv, but not by way of limitation. all of the returns. statements,:
and the data required by Federai Regulations 1.761. Should there be any requirement—thar each party herebv 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 Internai Revenue Service or as may be necessary to evidence this election. No such party shall give anv nouces or take any other
Jction inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the<€ontract
Area 15 located or any future income tax laws of the United States contain provisions similar to those in Subchapter “*K'*. Chapeer 1,
Subtitie "'A ™", of the Internal Revenue Code of 1954. under which an election similar to that provided by Section 761 of the Code'ts per-
Tutted. eacn party hereby atfected shall make such election as may be permitted or required by such laws. in making the foregoing elec-

1on. each such party states that the income derived bv such party trom operations hereunder can be adequateiv determined without the
compuration of partnership taxable income.

12-
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settie anv singie uninsured third party damage ciaim or suit ansing trom operauons nereunder if the expenditure
10es nc;t excesd___.en_Thousand and n0/100---=o=-ozc--- ndednindedntuininduintideiuteiuintuind == ======Dollars
3 -0, . Jna 1t the pavment 1s (n complete settiement of such ciaim or suit. if the amount required tor sertiement ex-
2eas the apove aMouNt. e parues hereto snail assume ana take over the turther handiing ot the claim or suit. uniess such authority 1s
seingated to Operator. All costs ana expenses or handline. setting. or otherwise discharging sucn claim or suit shail be at the joint ex-
rerise Ol (e parties parucipaung in e operation trom wnich the claim or suit arises. If a clam 1s maae against any party or if any party s
.ued On account Of any Matter arising irom operauons hereunder over which such individual has no controi because of the rights given
Operator pv this agreement. such party shall immeaiateiv nouty ail other parties. and the ciaim or suit shail be treated as any other ciaim
3 sult invoiving operauons hereunder.

ARTICLE XIL.
FORCE MAJEURE

lf any party is rendered unable. whoily or 1n part. by force majeure to carry out 1ts odligauons under this agreement. other than
"he obligation to make money payments. that party shail give to all other parues prompt written notice of the force majeure with
ceasonabiy full paruculars concerning 1t: thereupon. the obligauons of the party giving the nouce. so far as they are atfected by the force
‘najeure. snall be suspended during. but no ionger than. the conunuance ot the torce majeure. The aifected partv shall use ail reasonable
Jiiigence to remove the torce majeure situaton as quickiv as pracucable.

The requirement that any force mareure shall be remedied with all reasonable dispatch shail not require the settiement of strikes,
‘ockouts. or other tabor difficuity by the party invoived. contrary to 1ts wishes: how ail such difficulties shail be handied shall be enurely
within the discreuon of the party concerned.

The term "force maieure . us here emploved. shall mean an act ot God. strike. lockout. or other industriai disturbance. act of
:he pubiic enemy. war, blockade. pubiic riot. hightnineg. tire. storm. tlood. explosion. governmentai action. governmentai delay. restraint
'r inaction. unavatlability ot equipment. and any otner cause. whether ot the kind speciticaily enumerated above or otherwise. which 15
no- reasonablv within the controi of the party claiming suspension.

ARTICLE XIL
NOTICES

All notices authorized or required between the parties and required by any of the provisions ot this agreement. unless otherwise
speaticaily provided. shall be given in writing by mail or teiegram. postage or charges prepaid. or by telex or teiecopter and addressed to
the parues to whom the notice 1s given at the addresses listed on Exhibit **A"". The originaung notice given under anv provision hereof
shall be deemed given oniy when received by the party to whom such notice is directed. and the ume for such partv to give any notice in
resnonse thereto shall run irom the date the originaung nouce is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company. with postage or charges prepaid. or sent by telex or telecopier. Each party
shall have the right to change wts address at any ume, and from ume to ume. by giving written notice thereot to ail other parties.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shail remain in tull force and effect as to the oil and gas leases andsor o1l and gas interests subiect hereto for the
pertod of ume selected below: provided. however. no party hereto shall ever be construed as having anv right. titie or interest 1 or to any
lease or o1l and gas interest contributed by anv otner party bevond the term ot this agreement.

— Opuon No. I: So long as any of the oil and gas leases subject to this agreement remain or are conunued in torce as to any part
ot the Contract Area, whether by production. extension. renewal or otherwise.

X Opuon No. 2: In the event the well described in Article VI.A.. or any subsequent weil drilled under any provision of this
agreement. results in producton of cil and/or gas in paying quanuties, this agreement shail continue i force so long as any such well or
wells produce. or are capable of production. and for an additionai period of _90_, days from cessation of all production: provided.
however. if. uriof Lo the expiration ot such additional period. one or more of the parties hereto are engaged in drilling, reworking. deepen-
ine, plugging back, testing or attempung to complete a well or weils hereunder. this agreement shail continue n force untii such opera-
tions have been compieted and if production results therefrom, this agreement shali continue in force as provided herein. in the event the
well described in Article VLA or any subsequent weil drilled hereunder. resuits in a drv hole. and no other weli is producing, C'Jr‘capable
of sroducing oii and/or gas from the Contract Area. this agreement shal terminate unless drilling, deeperune. piugging back or rework-
:ng operations are commenced within __7Y _ days from the date of abandonment of said weil.

It is agreed. however. that the termmaunon of this agreement shall not relieve anv party hereto trom anv lability which has
iccrued or artached prior to the date ot such termination.

-~
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

v. Lows. Regulations ana Or. " rs:

Tis agreement snali De suDlect (O tNe CONServaton @ws Ol Ne state 1n WNICh the Luniract -Area s iocated. to the vaud ruies.
~1112UONS. NG Orders Of any gulv CONSUTUIEA EeLULATOry DoAY Of sdid Slate: dnd 10 Jit LINEr IPDNCADIe tederal. state. Jnd i0Cai laws. or-
.N2NCes. rules. reguiauons. and orders.

8. Governing Law:

This agreement ana ail matters pertainng nereto. inciuding. but not hmited to. Mutters of pericrmance. non-pertormance. oreach.
-vmedies. proceaures. r1gnts. dutes and interpretauon or construcuon. shail be governea ana getermined bv the iaw of the state in which
ae Contract Area 1s iocated. If the Contract Area 1s 1n two of more states. the iaw ol thie state ot New Mexico
nall govern. -

(.. Regulatory Agencies:

Nothing neremn contained shall grant. or be construea to grant. Operator tne right of JULNOFILY (O Watve Of releuse anv rights.
“riviieges. or opligautons which Non-Operators mav have unaer tederal or state iaws or under ruies. reguiations or orders promuigated
.1der such iaws In reterence to oii. gas and mineral operauons. including the location. operation. or proguction of wetis. on tracts offset-
ng or adiacent to the Contract Area.

With respect to operauons hereunder. Non-Operators agree to reiease Operator trom anv anag all losses. dumages. iniurtes. cjuims
.Nd causes o1 acuon arising out of. incident 1o or resuittng directiv or indirectuy trom Operator s imnterpretauon or 4ppilcauon ot ruies.
-.1ungs. reguiations or orders ot the Department or Energy or predecessor or successor agencies (o the extent such mnterpretation or ap-
“ncauon was made in good taith. Each Non-Ovperator turther agrees to reimburse Uperator tor anv amounts appicable to such Non-
-Jperator s share ot production that Operator mav pe required to retund. rebate or pay us 4 resuit ot such an incorrect interpretation or
.CpUICAlION. [ogetner with interest and penaities thereon owing by Operator as a resuit ol SuCh INCOrrect nterpretation of appiscation.

Non-Operators authorize Operator to prepare and submit such documents as mav be reauired to be submutted to the purchaser

1 any crude o soid hereundaer or to any other person or entity pursuant to the requirements ot the "Crude Ol Windfall Profit Tax Act

-1 1980"". us same mav be amended from tme to ume ¢ " Act” ). und anv vaiid reguzauons or ruies which mav pe ssued hv the Treasury

Department trom ume to ume pursuant to said Act. Each party hereto agrees to turmsh anv and ull certiticauions or other intormation
which s required to be turnisied by said Act in a umelv manner and in sutticient detaif to nermit compisance with sad Act.

ARTICLE XV.
OTHER PROVISIONS

m—————" Vo - |
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ARTICLE XV1.
MISCELLANEOUS

APTI AVI

“ This aereement shail be binding upon and shail inure to the benent ot the parues hereto and to their respective hers, devisees.
iesial representauves. SUCCESSOTS ana assigns.

This msrument mav De executed In anv number Of COUNtErparts. eacn of WNICh shaiu be consiaerea an ori2inai for ail purposes.

R [N WITNESS WHEREOF. this agreement shall be etfecuve as ot dav ot 19

12 OPERATOR

» : 7 MESA QPERATING LIMITED PARTNERSHIP
" By: Pickens Operating Co., General Partner

i By:
” Richard W. Petrie
o Manager-Land & Acaquisitions

- NON-OPERATORS

24 EL PASO NATURAL GAS COMPANY

23 By: i

AMOCO PRODUCTIUN COMPANY

33 By:

36 CONOCO, INC.

By:
40 y

41
42
43

45

47
48

- 15 -
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A.A.PL FORM 610 - MC - _ FORM OPERATING AGREEMENT - 32

ARTICLE XVIL.
MISCELLANEOQOUS

This agreement snail be ~~ding upon and shall inure to the benetir of the parues nereto and to thewr respecuve heirs, devisees.
ie2al representauves. SUCCESSOrS ana assigns.

This msrument mav De executed 1n anv NUMOEr Of COUNtErparts. eacn ot which shad be consigerea an onginai tor ail purposes.

IN WITNESS WHEREOF. this agreement snail be etiecuve as ot dav of 19

OPERATOR

MESA OPERATING LIMITED PARTNERSHIP
By: Pickens QOperating Co., General Partner

By

.Richard W. Petrie
Manager-Land & Acquisitions

NON-OPERATORS

EL PASO NATURAL GAS COMPANY

By: -

AMOCO PRODUCTIUN COMPANY

CONOCO, INC.

By:

'y
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A.APL FORM 610 - MC _L FORM OPERATING AGREEMENT - 32

ARTICLE XVIL
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benetit of the parties hereto and to their respecuve heirs. devisees.
iegal representauves. SUCCESSOrs and assIgns.

This nstrument mav be executed 1n anv numper ot counterparts. each ot which shail be considerea an onginai tor ail purposes.

IN WITNESS WHEREOF. this agreement snall be eftecuve as ot dav of 19

OPERATOR

MESA OPERATING LIMITED PARTNERSHIP
By: Pickens Operating Co., General Partner

By

'Richard W. Petrie
Manager-Land & Acquisitions

NON-OPERATORS

EL PASO NATURAL GAS COMPANY

By: -

AMOCO PRODUCTIUN COMPANY

By:

CONOCO, INC.

By:

.15 -



EXHIBIT *A"™

Attached to and made a part of that certain Operating Agreement
dated March 15, 1990 by and between Mesa Operating Limited
Partnership as ¢ serator and El1 Paso Natural Gas Company, Amoco
Production Company, Conoco, Inc., as Non-Operators.

(1) Identification of lands subject to agreement:

Township 31 North, Range 9 West
Section 36: N/2

San Juan County, New Mexico

(2) Restriction, if any, as to depths or formations: Fruitland

Coal
(3) Percentages or fractional interest of parties to this
agreement:
Mesa Operating Limited Partnership 75.00%
El Paso Natural Gas Company 12.50%
Amoco Production Company 6.25%
Conoco, Inc. 6.25%

(4) Addresses:

Mesa Operating Limited Partnership
P. 0. Box 2009
Amarillo TX 79189-2009

El Paso Natural Gas Company
c/o Meridian 0il Inc.

P. O. Box 4289

Farmington NM 87499-4289

Amoco Production Company
P. O. Box 800
Denver CO 80201-0800

Conoco, Inc.

Box 460
Hobbs NM 88240

Revised 4/27/90
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EXHIBIT w O

Attached to and made a partof _that certain Operating Aareement dated
Dv and Detween Mesa uUperating Limited Partnership, as Qperator, and E1 Paso Natyral Gas
-ompany, Amoco Production Company, Canoca. Inc as Non-0parators

e TrT

ACCOUNTING PROCEDURE
JOINT OPERATIONS

[. GENERAL PROVISIONS

1. Definitions

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

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

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

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

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

“Parties” shali mean Operator and Non-Operators.

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

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

(&

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac- .
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure.
lease or facility. and all charges and credits summarized by appropriate classifications of investment and expense except

that items of Controllable Material and unusual charges and credits shail be separately identified and fully described in
detail.

3. Advances and Payments by Non-Operators

A, Unless otherwise provided for in the agreement. the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month's operation within fifteen (13) days after receipt of the bill-
.ng or by the first day of the month for which the advance is required. whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

B.  Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If parment is_not made
¢éithi suﬁh time. the grnpaid balance shail bear interest monthly at the prime rate in effect ar _1 €XdS Commerce
dnk, nouston, TeXds  ,n the first day of the month in which delinquency occurs plus 1% or the maximum
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located. whichever

is the lesser. plus attorney's fees, court costs. and other costs in connection with the collection of unpaid amounts.

1. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof:
provided. however. all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
ciusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar vear.
uniess within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorabie to Operator shall be made uniess it is made within the same prescribed

period. The provisions of this paragrapn shall not prevent adjustments resuiting from a physicai inventory of Controliable
Materal as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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D.

iy

A. A Non-Uperator. upon notice in writing to Operator and ail other Non-Operators. shall have the right w0 audit QOpera-
tor's accounts and recora.. relating to the Joint Account for any calendar vear within the twentv-four 124) month
nertod following the end of such calendar vear: provided. however. the maxing of an audit shall not extend the time
‘or the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
. Where tnere are two or more Non-(Operators. the Non-{)perators shali make everv reasonanle etffort to conduct a
oot auait in a manner which wiil resuit in a minimum of inconvenience to tne Uperator. t)perator snall bear no por-
-1on of the Non-Uperators audit cost incurred unaer this paragraph uniess agreed to by the Uperator. The audits
snall not be conducted more than once each vear without prior approval of ()perator. except upon the resignation or
rernoval of the Operator. and shall be made at the expense of those Non-Uperators approving such audit.

Audits

B.  The Operator shall repiy in writing to an audit report within 180 days arter receipt of such report.

Approval By Non-Operators

Where an approvai or other agreement of the Parties or Non-Operators is expressiv required under other sections of this
Account:ng Procedure ana if the agreement to which this Accounting Procedure is attached contains no contrary provisions

in regard thereto. Operator shall notify all Non-Uperators of the Operator's proposai. and the agreement or approval of
a majority in interest of the Non-Operators shall be controiling on all Non-Operators.

1. DIRECT CHARGES

Operator shail charge the Joint Account with the following items:

1.

v

Ecologicai and Environmental

(Costs incurred for the benefit of the Joint Property as a resuit of governmental or reguiatory requirements to satisfy environ-
mental considerations appiicable to the Joint Operations. Such costs may inciude surveys of an ecoiogicai or archaeologicai
nature 2nd poilution control procedures as required by appiicable iaws and reguiations.

Rentals and Royalties
Lease rentals and royalities paid by Operator for the Joint Operations.

Laber

A. (1) Salaries and wages of Operatwor's field empioyees 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 excluded
from the overhead rates.

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

B. Operator’s cost of holiday. vacation. sickness and disability benefits and other customary allowances paid to employees
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section II. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment” on the amount of

salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section [I. If percentage assessment
is used. the rate shall be based on the Operator's cost experience.

o

Expenditures or contributions made pursuant to assessments imposed by governmental authoritv which are applicable
to Operator's costs chargeabie to the Joint Account under Paragraphs 3A and 3B of this Section II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section II.

Empiovee Benefits

ﬂperamr-'s.,curg'ent costs of established p}ans for employees’ group life insurance. hospitalization. pensior. ietirement..stock-
purchase. tnrift. bonus. and other benefit plans of a like nature. applicable to Operator's labor cost chargeante o the Joint

Account under Paragraphs 3A and 3B of this Section II shail be Operator’s actual cost not to exceed the percent most recent-
ly recornmended by the Councii of Petroleum Accountants Societies.

Material

Materiai purchased or furnished by Operator for use on the Joint Property as provided under Section [V. Only such Material
s‘nalll be purchased for or pransferred to the Joint Property as may be required for immediate use and is reasonably practicai
and consistent with efficient and economical operations. The accumulation of surpius stocks shail be avoided.

Transportation

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

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties. no charge shail be made
to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material
is normaily available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

2.




10.

11.

13.

14

w

[f surpius Materiai is moved to Operator's warehouse or other storage point. no charge snall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reiiable suppiy store where iike material is normally
available. or railwayv receiving point nearest the Joint Property uniess agreed to by the Parties. No charge shall be
made to the Joint Account for moving Materiai o other properties beionging to Uperator. uniess agreed to by the
Parties.

in the apptication of subparagrapns A and B above. the option to equaiize or cnarge actuai trucKing cost is available
“nen tne actual charge is 3400 or tess exciuding accessoriai charges. The 3400 wiii be agjusted to the amount most
~acentiv recommended by the Councii of Petroteum Accountants Socleties.

sServices

The cost of contract services. equipment and utilities provided by outside sources. except services exciuded by Paragraph
10 of Section I and Paragraph i. ii. and iii. of Section III. The cost of protessionai consuitant services and contract ser-
vices of teehnical personnei directlv engaged on the Joint Property if such charges are exciuded from the overhead rates.
The cost of professional consultant services or contract services of technicai personnel not directly engagea on the Joint
Property snaii not be charged to the Joint Account unless previousiv agreed to by the Parties.

Equipment and Facilities Furnished By Operator

. Uperator shall charge the Joint Account for use of Operator owned equipment and factiities at rates commensurate
vith costs of ownership and operation. Such rates shall include costs of maintenance. repairs. other operating expense,
insurance. taxes. depreciatiqr, and interest on gross investment iess accumuiated depreciation not to exceed
weive  percent (_jrb_.‘:) per annum. Such rates shail not exceed average commerciai rates currently pre-
waning 1n the immediate area of the Joint Property.

a7

in lieu of charges in paragraph 8A above. Operator may 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
Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or repiacement of Joint Property made necessary because of damages or losses

ncurrea by fire, flood. storm. theft. accident. or other cause, except those resuiting {rom Uperator's gross negligence or
~iilful misconduct. Operator shall furnisn Non-Uperator written notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Operator.

Legal Expense

Costs and expense of handling, investigating and settling litigation or claims, discharging of liens, payment
of judgments 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, and the costs and expenses incurred in con-
nection with hearings and other matters before governmental bodies and agencies and costs and expenses in-

curred in examining and curing title, except that no charge for services of QOperator's legal staff shall be
made.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Preperty. the operation thereof.
ar the nroduction therefrom. and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo-
rem taxes are based in whole or in part upon separate valuations of each party's working interest. then notwithstanding
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

Insurance (See Exhibit "D" attached)

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. in the
event joint Uperations 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 self-
insurance program and in that event, Operator shall inciude a charge at Operator’s cost not to exceed manual rates.

Abandonment and Reclamation

Costs :ncurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authornty.

Communications

{‘ost o7 acquiring, leasing, installing. operating. repairing and maintaining communication svstems. includinf( radio and
microwave facilities directly serving the Joint Propertyv. In the event communication facilities; svstems serving the Joint
Property are Uperator owned. charges to the Joint Account shall be made as provided in Paragraph & of this Section il.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section {[. 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.

M




III. OVERHEAD

L 1. Overhead - Drilling and Pr~tucing Operations

i,

B.

As compensation for administrative, supervision. office services and warenousing costs, Operator shali charge driiling
and proqucing operauons on either:

t X) Fixed Rate Basis. Paragraph 1A. or
¢ ) Percentage Basis. Paragrapn 1B

Unless otherwise agreed to by the Parties. such charge shall be in lieu of costs and expenses of all offices and salaries
or wages pius appiicable burdens and expenses of all personnel. except those directly chargeabie under Paragraph
3A. Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic.
accounting or matters before or invoiving governmental agenctes shall be considered as inciuded in the overhead rates
provided for in the above selected Paragraph of this Section III uniess sucn cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

The saiaries. wages and Personai Expenses of Technical Empioyees and/or the cost of professionai consuitant services
and contract services of technical personnei directiy employed on the Joint Property:

() shall be covered by the overhead rates. or
{ X ) shail not be covered by the overnead rates.

The saiaries. wages and Personal Expenses of Technical Empioyees and/or costs Qf professionai consuitant services
and contract services of technicai personnei either temporarily or permanentiy assigned w and directly empioyed in
the operation of the Joint Property:

{ X ) shall be covered by the overhead rates. or
{ ) shail not be covered by the overnead rates.

Overhead - Fixed Rate Basis
{1} Operator shail charge the Joint Account at the foilowing rates per well per month:

Driiling Well Rate $ _3831
(Prorated for less than a full month)

Producing Well Rate § 392

(2) Application of Overhead - Fixed Rate Basis shail be as follows:
{a) Drilling Well Rate

(1) Charges for drilling wells shail begin on the date the well is spudded and terminate on the date the drill-
ing rig. compietion rig. or other units used in completion of the weil is reieased. whichever is later. except
that no charge shall be made during suspension of arilling or completion operations for fifteen (15) or
more consecutive caiendar days.

2} Charges for weils undergoing any type of workover or recompietion for a period of five (5) consecutive
work days or more shail be made at the drilling weil rate. Such charges shall be apptied for the period
from date workover operations. with rig or other units used in workover. commence through date of rig

or other unit reiease. except that no charge shall be made during suspension of operations for fifteen
{15) or more consecutive cajendar days.

(b} Producing Well Rates

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

{2) Each active compietion in a muiti-compieted well in which production is not commingied down hole shall

be considered as a one-weii charge providing each compietion is considered a separate weil by the govern-
ing regulatory authority.

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall

be considered as a one-well charge providing the gas weil is directly connected to 2 permanent sales
outlet.

(4) A one-well charge shaii.be made for the month in which plugging and abandonment operations are com-
pieted on any weil. | IS one-weii enarge snali oc mace waetner or not the we! nas produced except when
drilling well rate applies.

(5) All other inactive welis (including but not limited to inactive wells covered by unit allowable. lease allow-
abie. transferred allowable. etc.) shall not qualify for an overhead charge.

{3) The weil rates shall be adjusted as of the first day of Aprii each vear following the effective date of the agreement
to which this Aceounting Procedure is attached. The adjustment shall be computed by multipiving the rate cur-
rentiy in use by the percentage increase or decrease in the average weekiv earmings of Crude Petroleum and Gas
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index
of average weekly earnings of Crude Petroieum and Gas Production Workers as pubiished by the United States
Department of Labor, Bureau of Labor Statistics. or the equivaient Canadian index as published by Statistics

Canada. as applicable. The adjusted rates shall be the rates currentiy in use, pius 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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"See Scheduie [ Attacnea hereto and made a part hereof
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Percent ( %) of the cost of development of the Joint Property exciusive of costs provided
‘inder Paragraph 10 of Section II and all salvage credits.

‘a) Development

‘b) Operaung

Percentt =) of the cost of operaung the Joint Property exciusive of costs provided under
Paragrapns 2 and 10 of Section il. ail salvage credits. the vaiue of injected substances purchasea for seconaary
recovery and ail taxes ana assessments wnich are ievied. assessed and paid upon tne mineraf interest in and
to the Joint Property.

+2) Application of Overnead - Percentage Basis shail be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section {[1. development
shall include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or ail
weils invoiving the use of drilling rig and crew capabie of driiling to the producing intervai on the Joint Prop-
erty; also. preliminary expenditures necessary in preparation for driiling and expenditures tncurred in abandoning
when the well is not compieted as a producer. and original cost of construction or installation of fixed assets. the
expansion of fixed assets and any other project clearly discernible as a fixed asset. except Major Construction as
defined in Paragraph 2 of this Section III. All other costs shall be considered as operating.

Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets. the expansion of
fixed assets. and any other project ciearly discernible as a fixed asset required for the development and operation of the

Joint Property. Operator shall either negotiate a rate prior to the beginning of construction. or shgg c&? ge the Jount
Account for overnead based on the following rates for any Major Construction project in excess of 3 _;J_'_QL:

A % of first $100.000 or totai cost if less. pius
B. __"3 % of costs in excess of $100.000 but less than $1.000.000. plus
(* _- % of costs in excess oi $1.000.000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph. the component parts of a single

oroject shall not be treated separately and the cost of driliing and workover weils and aruficial lift equipment shall be
excluded.

Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resuiting from a single occurrence due
ta oil spill. blowout. exptosion, fire. storm. hurricane. or other catastrophes as agreerl to by the Parties. which are necessary
w0 restore the Joint Property to the equivaient condition that existed prior to the event causing the expenditures. Operator
shall either negotiate a rate prior to charging the Joint Account or shail charge the Joint Account for overhead based on
the following rates:

©

)

A 2 %of total costs through $100.000: plus
B. _3____ % of total costs in excess of $100.000 but less than $1.000.000: plus
.2 % of total costs in excess of $1.000.000.

Expenditures subjeet to the overheads above will not be reduced by insurance recoveries, and no other overhead provi-
sions of this Secuon III shall apply.

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 practice. the rates are found to be insufficient or excessive.

*When design and engineering is furnished by third party contractors and charged to

the Joint Account, the construction overhead charges on projects in excess of
$25,000.00 shall be 1-1/2% of total cost.




TV. P2RICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

fperator is responsible -or Joint Account Material and shall make proper and timely
-rarges ana creaits for all Material movements affecting the Joint Property. (perator
srall orovide ail Material for use on the Joint Property; however, at Qperator's option,
such Matarial may be suppiied by the Non-Operator. Operatar snall make timely
disposition of idle and/or surpius Material, such disposal being made either through
sale to Operator or Non-Operator, division in kind, or saie to outsiders. Operator may
purchase, but shall be under no obligation to purchase, interest of Non-Operators in
surpius condition A or B Material. The disposal of surplus Controllable Material not
purchased by the Operator shall be agreed to by the Parties.

. Purchases

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

2. Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint

Property or disposed of by the Operator, unless otherwise agreed to by the Parties,
shall be priced on the following basis:

A. New Material {Condition A)
(1) Tubular Goods Cther than Line Pipe

fa) Tubular goods, sized 2-3/8" 0D and larger, except line pipe shall be
priced at the current market price based on the average monthly spot
market price as determined by Pipe Logix, Inc. which is published in
the American Metal Market Magazine effective on the date of movement
plus transportation cost to be calculated by using the 0il Field
Haulers Association's published interstate 30,000 pound truck rate

from the nearest reliable supply store to the Joint Property which
handles such material.

(b) For grades which are special to one mill only shall be priced at the
actual cost of that material plus transportation cost to be
calculated by using the Qi1 Field Haulers Association's published
interstate 30,000 pound truck rate from the nearest reliable supply
store to the Joint Property which handles such material.

(c) Special end finish tubular goods shall be priced at the actual cost
of that material plus transportation cost to be calculated by using
the 0il1 Field Haulers Association's published interstate 30,000
pound truck rate from the nearest reliable supply store to the Joint
Property which handles such material.

{d) Macaroni tubing (size less than 2-3/8 inch 0D) shall be priced at
the actual cost of that material plus transportation cost to be
calculated by using the Qi1 Field Haulers Association's published
interstate truck rate per weight of the tubing transferred from the

nearest reliable supply stare to the Joint Property which handles
such material.

(2) Line Pipe

(a) Line pipe movements (except size 24 inch OD and larger with walls
3/4 inch and over) 30,000 pounds or more shall be priced under
provisions of tubular goods pricing in Paragrapn A.(1)(a) as
provided above.



‘s) Line pi.. movements (except size 24 inc.. 0D and larger with wails
3/4 inch and over) less than 30,000 pounds shall be priced under
provisions of tubular goods pricing in Paragraph A.(1)(a) as
provided above.

‘c) Line pipe 24 inch 0D and over and 3/4 inch wall and larger shall be
priced under provisions of tubular goods pricing in Paragraph
A.(1)(a) as provided above.

(@]

Other Material shall be priced at the actuai cost of that material, plus
‘ransportation costs to be calculated by using Qi1 Field Haulers
Association's pubiished interstate 20,000 pound truck rates from the

nearest reliable supply store to the Joint Property which handles such
material.

f4) Unused new Material moved from the Joint Property shall be priced as
provided above in Paragraph 2 A (1) and (2).

5ood Used Material (Condition B)

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

/1) Material moved to the Joint Property

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

(2) Material used on and moved from the Joint Property

(a) At seventy-five percent (75%) of current new price, as determined by

Paragraph A, if Material was originaily 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 reconditioning shall be priced at
fifty percent (50%) of current new price as determined by Paragraph A.
The cost of reconditioning shall be charged to the receiving property,

provided Condition C value plus cost of reconditioning does not exceed
Condition B value.

(2) Condition D

Material, exclvding junk, no longer suitable for its original purpose,
but usable for some other purpose shall be priced on a basis commensurate
with its use. Operator may dispose of Condition D Material under

procedures normally wused by Operator without prior approval of
Non-Operators.

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as
Grade A and B seamless line pipe of comparable size and weight.

Used casing, tubing or drill pipe utilized as line pipe shall be
priced at used line pipe prices.



3.

‘9) Casina. tubing ar drill pipe used as higher pressure service lines
than . .andard line pipe, e.g. power oil Tines, shall be priced under
normal pricing proceaures for casing, tubing, or drill pipe. Upset
tubular goods shail be pricea on a non upset basis.

"3) Condition E

Junk shall be priced at prevailing prices. Operator may dispose of
Condition E Material under procedure normally utilized by Operator
without prior approval of Non-Operators.

. Obsolete Material

Material which is serviceable and usable for its original function but
condition and/or value of such Material is not eauivalent to that which would
Justify a price as provided above may be specially priced as agreed to by the

Parties. Such price should result in the Joint Account being charged with the
value of the service rendered by such Material.

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 Tieu of actual loading or unloading costs sustained at the
stocking point. The above rate shall be adjusted as of the first day of
April each year following January 1, 1985 by the same percentage increase
or decrease used to adjust overhead rates in Section III, Paragraph
1.A(3). Each year, the rate calculated shall be rounded to the nearest
cent and shall be the rate in effect until the first day of April next

year. Such rate shall be published each year by the Council of Petroleum
Accountants Societies.

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

darranty 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 Controilable Material.

L.

v

Periodic Inventories. Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take inventory shall be given by Operator at least t'ni'rty 130) days before any inventory 1s to begin s0 t’hat
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators w 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 resuiting from the reconciliation of a physical inventorv shall .oe maae within six

i i i j he Joint Account for
months following the taking of the inventory. Inventory adjustments shall be made by Uperator to t ce
overages and shortages, but. Operator shall be held accountable only for shortages due to lack of reasonable diligence.

Special [nventories

Special inventories may be taken whenever there is any sale, change of interest. or change qf Operator in the %Iqmt Prc:;ieity.
it shall be the duty of the party seiling to notify ail other Parties as quickly as poss_xble after tne transfer of interes A akes
siace. [n sucn cases. both the seller and the purchaser shall be governed by sucn inventory. [n cases invoiving a change
of Operator. atl Parties shall be governed by sucn inventory.

Expense of Conducting Inventories

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

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

-8~
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SCREDULE *

ittacned to and made a part of Joint Operaring Agreement dated , 1990

v and becween wasa (perating Limited Partnersnip , as Operator, and
£l Paso Natural Gas Company, Amoco Production Company, Conoco, Inc., as Non-Operators.

“~a  l:mDineg “ixea -:tes. i3 rarergrore cCoroviaeg unaer tacticn (I,
“iragrzon -, 3f tne CCJPAS focounting Sroceaqure T wnicn Tnis sineauie s
iztacheda. :rail be 1n iieu of 21l cnarges T2 the .oint Account T3r tne inairect

13STS ang axpenses incurrea oy Uperator in proviaing the joint opgratiqns with
“ne oroQucing ana ceveiopment Tunctions ang services nereinatter identitied as
Jompensation <or Administrative, Supervision, Cffice Services ina Warenousing
13sts.

“he foilowing reflects a reoresentative abridded listing of the functions
ind/or services wnich snall be considerea as inciuded in the Operator‘s District
Zxpense zna Warenousing, ana snould serve as a guide for similar tunctions in-
-znded -z be covered by the Combinea Fixed Rates even thougn some of the
“incticns may be contract services pertormed by third parties.

lalaries, Benefits ana Related Costs of Field, Area and/or District:
Managers and/or Sluperintendents
Foreman - Superintandent
Driiling - ‘Zxcebpt when permitted as a direct charge unaer
Para. l.ii1, Sec. III)
Production - :Zxcept wnen permitted as a direct charge under
Para. ..i1, Sec. I[II)

Constructicn - -£xcept wnen permitted as a airect charge under
Para. l.ii, Sec. III)
Production Engineers - (Except when permitted as a direct charge
: under Para. 1l.ii, Sec. III)
Production Geologists - (Except when permitted as a direct charge
under Para. i.ii, Sec. [II)
Other Technical tmpioyees - {Except when permitted as a direct

charge unaer Para. l.ii, Sec. [II)
Qffice Stenograpners
Office Clerks
Time Keeping
Preparation or Boat, Automotive and Other Vehicle Reports
Local Purcnasing (Field Orders)
Preparation ana Caoding ot Invoices
Preparation or Material Requisitions
Preparation ot Field Transfers
Preparation or Fieid Receiving Reporrs
Posting of Proauction Reports
Preparation of Over and Short Reports
Reading and [ntegration of Charts
Preparation of Field Gas Proauction and Consumption Report
Preparation ot Field Office Reports to State and Federal
Regulatory Bcdies
Miscellaneous Routine Field Office Clerical Duties
Field Office Inventory Men
Conducting Physical Inventories
Preparation of Field Inventory Records

Office Equipment, Supplies, Stationery ond Forms

Maps, Photostats anda Blueprints, when requirea for general
District Use.

Rentals

Renpals paid for buildings, office and storage space used by
District empioyees.

Rentals paid in connection with sites for District oroauction

officgs, camps, warenouses and other rtacilities usea specifically
for District purposes.
Ad Valorem Taxes

ques paid on buildings and equipment chargea to Operator's
Field, Area, and/or District investment accounts.



nsurance i 4 )
Net cost of all types of insurance, including workmen's
compensation and public liability insurance; when such insurance
is appiicable to District.

The following r~flects a representative abridged listing of the functions
ind/or services wnich snall be considered as included in the Operator's Adminis-
-rative Qverneaa, and should serve as & guide for similar functions intended to
Ze caoverea bpv the combinea Fixed Rates even thougn some of the Tunctions may be
Tontract sarvices perrormed by third parties.

Seneral Management

General Operating Administration

Drilling Managers and/or Superintencents and Office Staffs

Production Managers and/or Superintenaents and Office Staffs

Civil Engineers - {Except when permitted as a direct charge under

Para. 1.ii, Sec. III)

Reservoir Analysis and Engineering

Petroleum Engineers - (Except when permitted as a direct charge
under Para. 1.i1, Sec. III)

Negotiation of Production and Residue Gas Sales

Negotiation of Major Gas Sales

Preparation and Negotiation of Joint Operation Agreements

Preparation of General Production Records

Traveling and Transportation txpense of Home, Division, Area,

Region, or similar Administrative Office Employees

General Accounting and Services
Checking of invoices
Preparaticn of Paycnecks
Responsibility of Account Distribution or Coding
Payment of Vendor's Invoices
Maintaining Property Investment Records
Preparation of Joint Interest Billing
Preparation of Royalty Checks
Machine Accounting and Data Processing Functions
Photostat and Other Reproduction Service
Ad Valorem Tax Service and/or Counsel
Systems and Procedures
Internal Auditing

Communications Expense - Telephone, telegraph and teletype
service rendered to the district; also operating expenses
of radio communication systems which serve the district
and which are not chargeable to any particular lease or facility
operation. The costs applicable to communication service
and/or equipment directly employed on and serving the joint
property shail be direct charge to the joint property.

Area and/or District Office Utility Services
Local Field, Area and/or District Recreation Facilities
Safety Meetings and/or Dinners

Area and/or District Office Safety Equipment

P

inst Aid Supplies

Physical and Medical Examinations - Cost of pre-employment and
medical examinations of personnel to be employed in the dis-

trict, including costs of annual or periodic examinations and
immunizations.

Transportation, including freight and express costs when such
casts are incurred directly in the operation and/or mainteanance
of district offices, buiidings, and facilities.

Traveling Expense of district employees when such expense is for
the sole benefit of the district. Traveling and personal ex-
penses of district employees attending oil show, API meetings,
and company training schools, etc., which are for the primary



benefit of the QOperator snall be borne solely by the Operator.

Moving Expenses - Costs of moving and transfer of district
empioyees inciuding relocation expenses such as real estate fees,
closing cost, compensation for loss on sale of home, carpeting
and draperies, etc., when transterred within or into the
district. Costs incurrea for the primary benefit of the
Operator, sucnh as transfer of trainees, shall be borne solely by
-he QOperator.

“embersnipns, dues and Subscriptions for rield, Area and/or District
Personnel.

Jepreciation on Operator's wholly-owned Field, Area, and/or
District production orfices, equipment, buildings, camps, roads,
fences, canals, docks, marine terminals, and slips etc., used for
District purposes.

Repair and Maintenance on Operator's wholly-owned Field, Area,
and/or District production offices, equipment, buiidings, camps,
roads, fences, canais, docks, marine terminals, and slips, etc.
including the cost of small tools and suppiies used specificaily
for District purposes.

Jarehouse - wholly-owned
Depreciation
Operating and Maintenance Expense
Cost of Storing and Handling Material

Title Recora and Oivision Order Administration
Landman ana Titlemen
Maintenance of Division of Interest Records
Obtaining Royaity Signatures

Exploration Administration
Geologist - (Except when permitted as a direct charge under
Para. 1.i1, Sec., III)
General Research
Geophysicists

General Purchasing Administration

Industrial and Public Relation Administration
Employee Relation Counselor
Safety Engineer
Industrial Nurse and/or Doctor
Dinners, Parties, etc.
Safety Awards
Incentive Awaras
Thanksgiving Turkeys or Christmas Baskets
Contributions to Charity and/or Civic Organizations
Special Investigators
Administration of Benefit Plans

General 0il and Gas Well Proration and Pricing Administration
Preparation of Reports to and Representation before
Governmental Agencies

General Legal Counsel (Operator's Legal Staff)
Preparation of Contracts
Claims and Litigation
Title and Other Opinions

Transportation and Traffic Administration

cnsurance Administration



EXHIBIT "0

ittached to and made a part oI that certain Operating Agreement da_ted
_, -380, by ang ~tween “‘asg gperating LiTitea Partnersnio ,

s Uoerator. and E1 Pasc Natural Gas Company, Amoco Production Company, Conoco, Inc.,
as Non-Operators.

Sperator shall at ail times while operations are conaucted by i1t for the
Joint Account on the jointly-owned acreage, carry or cause to be carried,
pay for, and charge t0 the Joint Account Worker's Compensation and
Occupation DOisease Insurance including Etmpioyer's Liability Insurance
covering the empioyees of Operator engaged in operations hereunder in
compliance with all appiicable State and Federal Laws. Such poiicies shail
contain underwriters waiver of subrogation in favor of the Parties.

=
—
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Jperator shall carry for its interest and for the interest of any
non-operator so electing to participate in writing, within 60 days of the
date of the Operating Agreement, the following types and limits of
irsurance: -

(A) Comprehensive General Liability covering operations conducted
hereunder by Operator for the Parties with Limits of:

Combined Bodily Injury & Property Damage
$1,000,000 per occurence
$1,000,000 Aggregate

() Automobile Liability covering all vehicles owned, non-owned, or
hired and used in connection with operations conducted hereunder by
Operator for the-Joint Account with limits of:

Combined Bodily Injury & Property Damage
$1,000,000 per occurence
$1,000,000 Aggregate

The premiums for all such optional insurance so carried in Paragraph II
shall be paid by Operator and may be charged directly to such non-operators

as elect in writing to participate to the extent that their interest is
insured.

ITI. Each party hereto may acquire at 1its own expense, any additional
insurance to protect itself. Each such policy shall provide for
underwriters waiver of subrogation in favor of the other Parties.

[V. Operator shall have the right, but not the obligation, to reguire
satisfactory evidence of insurance or self-insurance from each non-operator

which does not elect to participate in the optional insurance in Paragraph
[T above.

V. Operator shall have the right, but not the obligation, to require
satisfactory evidence of adequate insurance or self-insurance for cost of
control of well and poilution liability from each non-operator. Operator
shall not provide this coverage for the benefit of the Joint Account. In
the event that any party fails to provide evidence of insurance as required
herein ("failing party"), the Operator may, at 1ts sole discretion, provide
such . tnsurance for and at-—the dirm.%  Cigeuol of the “ailing party. Such
expense shall be a Joint Account expense if not paid by the failing party.
The Operator is under no obligation to provide such insurance for the party
so failing to provide satisfactory evidence of its own insurance and

nothing contained herein shall be construed to alter the obligations of any
party hereunder.
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“20¢ == ana berween i18Sd UCerating imited rartnersnio,
is Uperactor. ana bl Pasc .atural Gas Company, Amoco Production Company, Conoco, Inc.,
MKT18 - evised 3/28/89 as Non-Operators.

EXHIBIT "E"
GAS BALANCING AGREEMENT
ONSHORE

"HIS GAS BALANCING AGREEMENT is enterea into by the parties'nameo below
~N0 own and are entitled to share in the o0il ana qas production from the
lontract Area covered by the Uperating Agreement described beiow.

There may by periods when one (or more) of the parties has no market for,
or its purchaser is unapbie to take, or for some other reason it dogg not
dispose of its interest, or a portion thereof, in the qas production. There-
fore, to permit each party to produce and dispose of jt; jnterest 1n'the gas
production from the Contract Area with as much flexibility as possible, to
provide an equitable method of balancing accounts and to d1spourage undue
seasonai marketing manipulations, the parties hereto agree to this Gas Balanc-
ing Agreement as hereinafter set forth:

1. For the purposes of this Agreement, the following terms shall be defined
é¢s hereinafter set out:

{a) '"Operating Agreement” means the Operating Agreement dated
and executed by the parties or their predecessors.

(b) "Gas" shall mean naturail gas or oil well gas obtained from primary
field separation.

(c) "Liquid Hydrocarbons" are those liquids obtained from primary field
separation.

(d) "Percentage Ownership" is the percentage interest of each party as
set forth in the Operating Agreement.

(e) "Over-produced Party" is a party who has utilized or sold a greater
volume of gas at any given time (individually or through its gas
purchaser) than the party's Percentage Ownership of the total
cumulative volume of gas produced and utilized or sold.

(f) "Under-produced Party" is a party who has utilized or sold a lesser
volume of gas at any given time (individually or through its gas
purchaser) than the party's Percentage Ownership of the total
cumulative volume of gas produced and utilized or sold.

M~
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[f fewer than all the parties are producing gas, the parties so
producing shall have the right and option, but not the obligation,
to produce and dispose of all or any part of such gas that may be
produced. The parties hereto shall share in and own the liquid
hydrocarbons, as produced, in accordance with their respective
interests, as set forth in and subject to the terms of the Operating
Agreement. The gas attributable to the interest of each non-produc-

ing party shall remain in the reservoir for production at a later
date.

(b) Each Under-produced Party shall, upon commencing the sale of gas,
have the right to take a greater percentage of the current gas

production than such Ynder-produced Party's Percentage Ownership,
subject to tlic TLlivming limitations:

(1) For the purposes of balancing gas production accounts, as soon
as practical, any Over-produced Party or Parties wiil make
available to any Under-produced Party or Parties a portion of
the Over-produced Party's or Parties’ share of gas production,
but Over-produced Parties shall not be liable to Under-produced
Parties under this paragraph except as provided in Section 3
hereof. In no event will any Over-produced Party be required
to reduce the volume of gas which it is entitled to take from
the Unit Area during any calendar month to less than 50% of
such QOver-produced Party's Percentage Ownership in the gas
produced; provided, however, during a winter peak season
(November through March) and Over-produced Party shall not be
required to reduce the volume it is entitled to take from the
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Unit Area to less than 75% of such Over-produced Party's
Percentage Ownership in the gas produced. If at any time more
than one Under-produced Party is taking in excess of its gas
produc*<on account, then each such Under-produced Party shall
be entitled to a share of the gas production made available by
the Over-produced Parties in the ratio that the Percentage
Ownersnip of each Under-produced Party bears to the total
Percentage Ownership of all Under-produced Parties currently
taking tas.

{2) For the purposes of balancing production accounts as provided in
Section 3 hereof, the Under-produced Party, to the extent it is
taking gas in excess of that attributable to its Percentage Owner-
ship, shall be deemed to be recovering volumes of gas offsetting
prior over production by the Over-produced Party on a last-in,
first-out basis. {lLast over-production volume is offset by First
Makeup volume).

(3} Each party's gas production account is in balance when such party
has utilized or sold the same percentage of the total cumulative
production from joint wells in a reservoir as such party's Percent-
age Ownership.

(4) It is contemplated that some of the parties may arrange to have
their gas processed in a gas processing plant for the recovery of
liquefiable hydrocarbons. This Agreement does provide a basis for
balancing any liquefiable hydrocarbons recovered from a gas process-
ing plant.

3. When production from a proration unit permanently ceases, there shall be
an accounting between the parties hereto so that any Under-produced Party
shall receive a sum of money equal to the Tlesser of: (1) the
Under-produced Party's contract price if contracted for or (2) the amount
actually received, (including processed liquid proceeds), less applicable
taxes, royalty, and costs, such as processing, dehydration, compression
and transportation, if not participated in by the Under-produced Party,
by any Over-produced Party from the sale or utilization by it of that
part of the total cumuiative volumes of gas produced from the proration
unit to which any Under-produced Party was entitled. I[f a portion of a
Party's gas is taken for its own use and a portion thereof is sold, the
gas value will be based on the price received simultaneously by such
party for gas being sold from the proration unit. DOuring periods in
which a party is taking all of its gas for its own use, any gas so taken
will be valued at the maximum price which such party could have received
for such gas if actually delivered under such party's contract, or if
not, the weighted average price received simultaneousiy by all parties
for gas sold from the proration unit. All Over-produced Parties shall
maintain adequate records of prices and volumes of over production and
provide same to Under-produced Parties at the time of settlement when
production permanently ceases.

4. During the term hereof, each party selling gas from a proration unit in
any month will furnish or cause to be furnished to each of the other
Parties a statement showing the volume utilized and solid. The Operator

shall furnish monthly to each party a statement showing the status of the
over and short accounts of all parties.

5. Each Party taking gas shall pay any and all production taxes due on the
gaas. :

6. At all times while gas is produced from the proration unit, each Party
hereto shall make settlement with the respective royaity owners to whom
they are each accountable, just as if each party were taking or deliver-
ing to its purchaser its share, and its share only, of the total gas
production. The Over-produced Party will report said production within
30 days following the month of production so that the Under-produced
Party can make his royalty payments in a timely manner. Each party
hereto agrees to hold each other party harmiess from any and all claims
for royaity payments asserted by royalty owners to whom each party is
accountable. The term "royalty owners" shall include owners of royalty,
overriding royalties, production payments and similar interests.

-2-
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11.

The operating expenses are to be borne as provided in the Operating
Agreement, regardless of whether all parties are selling or using gas or
~hether the sales and use of each are in proportion to Percentage Owner-
ship. The Operator under the QOperating Agreement is authorized to carry
out the provisions of this Agreement, but shall not be liable for its
failure to do so as long as it acts in good faith and as would a reason-
ably prudent Operator in the same or similar circumstances.

This Agreement shall constitute a separate agreement as to each well and
as to each separately metered reservoir produced from each well within
the proration unit.

This Agreement shall terminate when production permanently ceases and the
parties' gas production accounts are balanced according to this
Agreement.

Each party indemnifies the other parties against all liability for and
agrees to defend the parties against all claims which may be asserted by
third parties who now or hereafter stand in a contractual relationship
with such indemnifying party whenever such claims are based upon said
contractual relationship and arise out of the operation of this Agreement
or activities of any party under its provision, and further agrees to
save the other parties harmless from all judgments or damages sustained
and costs incurred in connection therewith.

The terms, covenants and conditions of this Agreement shall be binding
upon and shall inure to the benefit of the parties and their respective
successors and assigns. The parties agree to give notice of the exis-
tence of this Agreement to any successor in interest and make any trans-
fer of any interest subject to the terms of this Agreement.

This Agreement may be signed in counterpart and each counterpart when
taken with all other counterparts shall constitute a binding agreement
between the parties. This Agreement shall become effective as to the
parties who have executed the Agreement, even though it has not been
executed by all parties named herein.

Executed before the undersigned competent witnesses as of the dates shown

below, to be effective as of the date of first production.

WITNESSES: By:

OPERATOR:
MESA OPERATING LIMITED PARTNERSHIP

By:Pickens Operating Co.
General Partner

Claude B. Jenkins
Vice President Marketing

Date:

NON-OPERATORS:
NAME

WITNESSES:

By:

Date:

NAME

WITNESSES: By:

Date:




-tacred ts ang made a oart Sf tRar certailn Uperatinz azreemant daced

390 tv ana becween “acg Ucer Qg limited
JaITnersnip . as Operacor. L1 Paso Natural Gas Company, Amoco Production

Company, Conoco, Inc., as Non-QOperato
pany, ton EXHIBIT Ve

CONTRACTOR'S CERTIFICATION FOR
MESA OPERATING LIMITED PARTNERSHI?P

“. ZZUAL ZMPLOYMENT OPPORTUNITY

2 {5 nerepy agreed that :he following provisions, ~hich are a}so set
“ortn in Section 202 of Executive Order 11246, sre mage & part or  2acn
agreement zna purchase order presently existing or wnich may be.entereu into
herearter, setween Contractor ana Mesa Operating Limited Partnersnip.

. Zontractor will not discriminate against any emoioyee or
applicant for empioyment because of race, color, reiigion,
sex or national origin. Contractor will take affirmative
action to ensure that appiicants are empioyed, and that
empioyees are treated during empioyment, without regard to
their race, color, religion, sex or nationai origin. Such
action shall inciude, but not be limited to the following:
Employment, upgrading, demotion or transfer, recruitment or
recruitment advertising; layoff or terminations rates of
pay or other forms of compensation; and seiection for the
training, including apprenticesnip. Contractor agrees to
post in conspicuous places, available to employees and
applicants of empioyment, notices to be provided by the
cantracting officer, setting fortnh the provisions of this
nondiscrimination clause.

"Ny

Contractor will, in all solicitations or advertisements for
employees placed by or on behaif of Cantractor, state that
all qualified applicants will receive consideration for
empioyment without regqard to race, color, retigion, sex or
nationai origin.

3. Contractor will send to eacn labor union or representative
of workers with wnich he has a collective bargaining
agreement or other contract or understanding, a notice to
be provided by the agency cantracting officer, advising the
labor union or workers' representatives of the Operator's
commitments under Section 202 of Executive Order No. 11246
of September 24, 1965, and shall post copies of the notice
in conspicuous places availabie to empioyees and applicants
for empioyment.

4. Contractor will compiy with all provisions of Executive
Order No. 11246 of Septemper 24, 1965, and of the rules,
requiations and reievant orders of the Secretary of Labor.

5. Contractor will furnish ail information and reports
required by Executive (Order No. 11246 of September 24,
1965, and by the ruies, regulations, and orders of the
Secretary of Labor, or pursuant thereto, and will permit
access to his books, records and accounts by the
contracting agency and the Secretary of Labor for purposes
of investigation-to ascertain—compiiance with such ruies,
reguiations, and orders.

6. In ;he event of Contractor's non-compiiance with the
nondiscrimination clauses of this contract or with any of
such ruies, reguiations or orders, this contract may be
cancelled, terminated, or suspended in whole or in part and
the Contractor may be deciared ineligible for further
Government contracts in asccordance with procedures
authorized in Executive Order No. 11246 of September 24,
1965, and such other sanctions may be imposed and remedies
invoked as provided in said Executive Order No. 11246 of
Septemoer 24, 1965, or by rules, reguiation or order of the
Secretary of Labor, or as otherwise provided by Iaw.

7. Contractor will include the provisions of Paragraphs (1)
through (7) in every subcontract or purchase order uniess



exempted by rules, regulations, or orders of the Secretary
of Labor issued pursuant to Section 204 of Executive Order
No. 11246 of September 24, 1965, so that such provisions
will be binding upon each subcontractor or vendor.
Contractor will take such action with respect to any
subcontract or purchase oraer as the contracting agency may
direct as a means of enforcing such provisions inciuding
sanctions for noncompliiance; provided, however, that in the
event Contractor becomes invoived in, or is threatened with
Titigation with a subcontractor or vendor as a resuilt of
such direction by the contracting agency, the Contractor
may request the United States to enter into such litigation
to protect the interest of the United States.

8.  EQUAL EMPLOYMENT ORPORTUNITY REPORTING

Contractor agrees to file with the appropriate federal agency a compiete
and accurate report on Standard Form 100(EEO-1) within 30 days after the
signing of this agreement or the award of any such purchase order, as the case
may be, (unless such a report has been filed in the last 12 months), and agrees

to continue to file such reports annually, on or before March 31. (41 CFR
60-1.7(a)).

C. AFFIRMATIVE ACTION COMPLIANCE PROGRAM

Contractor agrees to develop and maintain a current written affirmative
action compliance program for each of its establishments in accordance with the

requiations of the Secretary of Labor promuigated under Executive (rder No.
11246, as amended. (41 CFR 60-1.40).

0. CERTIFICATION OF NONSEGREGATED FACILITIES

Contractor, by entering into this contract, certifies that it does not
maintain or provide for its employees any segregated facilities at any of its
establishments, and that it does not permit its employee to perform their
services at any location, under its control, where segregated facilities are
maintained. It certifies further that it will not maintain or provide for its
employees any segregated facilities at any of its establishments, and that it
will not permit its employees to perform their services at any location, under
its ccntrol, where segregated facilities are maintained.

Contractor agrees that a breach of this certification is a violation of
the Equal Opportunity clause in this contract. As used in this certification,
the term "segregated facilities" means, but is not limited to, any waiting
rooms, work areas, restrooms and washrooms, restaurants and other eating areas,
time clocks, locker rooms and other storage or dressing areas, parking lots,
drinking fountains, recreation or entertainment areas, transportation, and
housing facilities provided for employees which are segregated by explicit
directive or are in fact segregated on the basis of race, creed, color, or
national origin, because of habit, local custom, or otherwise. [t further
agrees that (except where it has obtained identical certifications from
proposed subcontractors for specific time periods), it will obtain identical
certifications from proposed subcontractors prior to the award of subcontracts
exceeding $10,000 which are not exempt from the provisions of the Equal
Opportunity clause; that it will retain such certifications in its files; and
that it will forward the following notice to such proposed subcontractors
(except where —the pregosed  subtoatractars fave :uomitiea  centical
certifications for specific time periods):

NOTICE TO PROSPECTIVE SUBCONTRACTORS
OF REQUIREMENT FOR CERTIFICATIONS
OF NONSEGREGATED FACILITIES

A Certification of Nonsegregated Facilities, as required by the May 9,
1967 Order (32 F.R. 7439, May 19, 1967) on Elimination of Segregated
Facilities, by the Secretary of Labor, must be submitted prior to the award of
a subcontract exceeding $10,000 which is not exempt from the provisions of the
Equal Opportunity Clause. The certification may be submitted either for each

subcontractor or for all subcontracts during a period (i.e. quarteriy,
semi-annually, or annuaily).
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EMPLOYMENT OF VETERANS

The Affirmative Action for Disabled Veterans and Veterans
of the Vietr.m Era Clause set forth at Section 60-250.4 of
Title 41 Code of Federai Requlations is hereby incorporated
nerein by reference. (This clause i< appiicable to all
contracts or purchase oraers for $10,000 or more.)

Contractor agrees turther to place the above provisions in
any subcontract nonexempt under the rules and reguiations
promulgated by the Secretary under the Vietnam Era Veterans
Readjustment Assistance Act of 1974.

EMPLOYMENT OF HANDICAPPED PERSONS

The Affirmative Action for Handicapped Workers (lause set
forth in Section 60-741.41 of Title 41 Code of Federal
Regulations is hereby incorporated herein by reference.

(This clause is applicable to all contracts or purchase
orders for $2,500 or more.)

Contractor agrees further to place the above provision in
any subcontract nonexempt under the rules and requiations

promulgated by the Secretary under the Rehabilitation Act
of 1973.



AFE/COST ESTIMATE

San Juan Division

Co./Div./Subsid./Dept.

10 #

Code General Account #

AFE #

D90091

Exploratary Development
EASE. WELL NAME. AND LOCATION FC State Com 4
SE/4, NE/4, Section 36, T3IN, RIW, San Juan County, New Mexico
escrIPTion__Drill and complete a 3340' Fruitland Coal well.
S ITEM DESCRIPTION tng con v
108 T DRILLING & | (A) FOOTAGE 3070 F.ats 11.50  /r.|s 35,300 $ $ 35,300
| COMPLETION "8y DAY WORK %/8  Days At $ 3600/4000/Day | 1,800 32,000 33,800
; (C) MIRU - RDMO 5,000 5,000
115 | COMPANY LABOR & SUPERVISOR 1,000 1,000 2,000
125 . ENGINEERING CONSULTANTS _ 6/8  Days ats 400 /Day 2,400 3,200 5,600
135 GEOLOGICAL CONSULTANTS Days At § /Day
145 CONTRACT SERVICES & LABOR 1,000 12,000 13,000
155 | LOCATION. ROADS, SURVEYS. DAMAGES 15,000 5,000 20,000
165 | FUEL, LUBE, POWER
175 | BITS, HOLE OPENERS, REAMERS, STABILIZERS 1,500 1,500
185 | MUD. CHEMICALS, SERVICES & EQUIP. (A) MUD. CHEM., OIL 3,000 3,000
(B) WATER 3,000 3,000
190 MUD LOGGING SERVICES 1,000 1,000
195 | LOGGING & PERFORATING 5,000 5,000
200 FORMATION TEST & RELATED EQUIPMENT & SERVICES
205 WELL STIMULATION SERVICES
210 | CORING & RELATED SERVICES
215 | CEMENTING SERVICES & ACCESSORIES 10,000 10,000
225 RENTAL EQUIPMENT & TOOLS 1,000 20,000 21,000
235 HAULING & FREIGHT 1,400 600 2,000
245 CATERING & OTHER Days At § /Day
255 MOBILIZATION - INSTALLATION (DRILLING PLATFORMS)
265 DEMOBILIZATION - DISMANTLING & SALVAGE (DRILLING PLATFORMS)
275 SUPPLYBOATS, CREWBOATS, BARGES, TUGS
285 SHOREBASE, OFFICE. DOCK FEE & CRANES
295 AIRCRAFT RENTALS—HELICOPTERS, FIXED WING
305 DIVERS AND RELATED EQUIPMENT
315 MISCELLANEOUS 3,600 4,600 8,200
400 OVERHEAD Days At § /Day 1,000 2,500 3,500
Total intangible Costs $ 76,500 $ 96,400 $ 172,900
115 | COMPANY [ABOR & SUPERVISION $ $ s
145 " OUTSIDE LABOR & SERVICES
325 | Footage  Size Weight Grade Cplg. Price/Ft.
cASING | (A 200 9 5/8 32.5# _H-40 STC  13.55 2,700 2,700
ano | @ 3070 7 23# N-80 LTC 14.43 44,300 44,300
TueinG | ¢y 400 5 154 N-80 LTC 8.45 3.400 3,400
o 3250 2 3/8 4.7# J-55 EUE 2.25 7,300 7.300
(E)
Q]
(G)
335 SUB-SURFACE WELL EQUIPMENT 5,000 5,000
345 WELLHEAD & GUIDE STRUCTURE 2,000 8,000 10,000
155 SURFAGE WELL EQUIPMENT Artificial Lift 40,000 40,000
365 TREATERS & SEPARATORS 18,000 18,000
370 COMPRESSORS 500 BBL Heated Tank 5,000 5,000
176 BUILDINGS
i85 ' BUOYS AND MARKERS
) _'*ISC_MATERIALS INSTALLATICN & SERVICES 1 11,000 | 11,000
00 CONSTRUCTION OVERHEAD | | !
T3 Tangible Costs $ 49,000 ~$ 97.700 S 146.700
Total Costs 1'$ 125,500 $194.100 'S 319.600
zateq By j,é/ ’7/:1?}&% é/é ZZZL[/ Title Sr Orl g Engroaxe .Z 8"&() Mesm BI:FORE EXAM"IFR e e}g N A (\i {%
a Approved 7/27«(&‘- Zﬁ%%a—’ Title SUJ)V DY‘LQ Date 3-3 -850 Othets Wi ol (':/\ 'lftr{\"AT!ON D‘\”SlON 3
a Approved Title Date “ )% . *
Approval-Company By Tile

A 33 (R-10-89)

CRERC



© Proposed Well Location

' Fruitland Coal Completion

Exhibit 4

MESRA LIMITED PARTNERSHIP

SAN JUAN BASIN
Structure: Base Fruitland Formation
C.l. = 50'
APPLICATION FOR COMPULSORY POOLING
CASE NO.9987

June 27, 1990
FC State Com. #4

1340' FNL, 800' FEL
Section 36, T31N-RO9W
San Juan County, New Mexico




. \
I _1'/ COLORADO

Fruitland Formation &
Pictured Cliffs Contact

W MEXICO
\_ﬁ

Rlo Arrib
Sandoval

.Proposed Well Location

* Adapted from Geologic Survey
Professional Paper #676

ﬁcKlnle

MESA LIMITED PARTNERSHIP

MEER
SAN JUAN BASIN
Fruitland Coal Isopach
C.l = 10
APPLICATION FOR COMPULSORY POOLING
CASE NO.9987

June 27, 1990
FC State Com. #4

1340' FNL, 800' FEL
Section 36, T31N-R9W

San Juan County, New Mexico
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COLORAD
NEW MEXICO\

San Juan

‘:b Rio Arriba

I Sandoval

Fruitland Formation &
Pictured Cliffs Contact

MESRA LIMITED PARTNERSHIP

SAN JUAN BASIN
Botton Hole Pressure
C.l. = 200 psi
@rroposed Well Location APPLICATION FOR COMPULSORY POOLING
7
° Control June 27, 1990
FC State Com. #4
* From Geologic Evaluation of Critical Production SLZ:I(:;HF:IG-' :gglNF:;w
arameters for Coalbed Methane Resources: a2 ’ =
ZAS RE'SE A'RCN msbnrur;, Published: Jan. 1990 EXthlt_b San Juan County, New Mexico




EXHIBIT

(LT

APPLICATION FOR COMPULSORY POOLING
CASE NO. Q4Q%7

JUNE 27,

1990

FC STATE COM #4

1340' FNL, 800’ FEL
SECTION 36-T31N-RoW

SAN JUAN COUNTY, NEW MEXICO

LOCATION WELL NAME
NE/4 S. 5 T30N-R8W CNP
NW/4 S. 5 T30ON-R8W Howell A #300
SE/4 S. 5 T30N-R8W CNP
NE/4 S. 6 T30N-R8W CNP
NW/4 S. 6 T3ON-RS8W Howell G #300
NE/4 S. 7 T30ON-R8W Howell C Com #300
SE/4 S. 8 T30N-R8W Howell A #302
SW/4 S. 8 T30N-R8W CNP
NE/4 S. 1 T30ON-ROW CNP
SW/4 S. 1 T3ON-ROW CNP
NW/4 S. 2 T3ON-ROW Turner B. Com #250
SE/4 S. 2 T30N-ROW Turner B. Com A #200
NW/4 S. 3 T3ON-RoW Riddle #250
NE/4 S. 3 T30N-ROW CNP
NW/4 S. 10 T3ON-ROW CNP
SW/4 S. 10 T30ON-ROW CNP
SE/4 S§. 10 T30N-ROW Riddle Com #200
NE/4 S. 11 T30ON-ROW CNP
NE/4 S. 12 T30N-ROW CNP
NE/4 S. 19 T31N-R8W CNP
NE/4 S. 29 T31N-R8W CNP
SW/4 S. 29 T31N-R8W Howell D #351
NE/4 S. 31 T31N-R8W Howell D #352
SW/4 S. 32 T31N-R8W CNP

OPERATOR

Meridian

Meridian
Meridian
Meridian

Meridian
Meridian
Meridian

Meridian

Meridian
Meridian

OFFSET PRODUCTION DETAIL

SURFACE SHUT-IN*

PRESSURE

N/A
N/A
N/A
N/A
N/A
205
1450
N/A
N/A
N/A
1358
1313
1476
N/A
N/A
N/A
1086
1293
N/A
N/A
N/A
1490
1407
1463

sla

CURRENT**

MCFD/BWPD

2095/0

1316/0
N/A
11/0

889/0
1387/0
121/291

80/8

1620/403
1409/360

CUMULATIVEx

MMCF

628

120
N/A
0.7

212
293
50

41

540
394



EXHIBIT & 3

APPLICATION FOR COMPULSORY POOLING
CASE NO. 99 €7
JUNE 27, 1990
FC STATE COM #4
1340’ FNL, 800’ FEL
SECTION 36-T31N-ROW
SAN JUAN COUNTY, NEW MEXICQO

OFFSET PRODUCTION DETAIL

SURFACE SHUT-IN*

LOCATION WELL NAME OPERATOR PRESSURE (psia)
SW/4 S. 22 T31N-ROW CNP N/A
NE/4 S. 23 T31N-ROW CNP N/A
SwW/4 S. 27 T31N-ROW CNP N/A
SW/4 S. 34 T31N-ROW CNP N/A
SE/4 S. 34 T31N-ROW CNP N/A
NW/4 S. 35 T31N-ROW CNP N/A
SE/4 S. 35 T31N-ROW CNP N/A

* Through February 1990 Dwight’s Energydata Inc.
**Three-month average daily rate when available
N/A - Not available

CNP - Completed not producing

CURRENT*x*
MCFD/BWPD

CUMULATIVE*
MMCF



BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
IN THE MATTER OF THE APPLICATION OF
MESA OPERATING LIMITED PARTNERSHIP

FOR COMPULSORY POOLING,
SAN JUAN COUNTY, NEW MEXICO. CASE NO. 9987

AFFIDAVIT

STATE OF NEW MEXICO )
) ss.
COUNTY OF SANTA FE )

J. SCOTT HALL, attorney in fact and authorized representative
of Mesa Operating Limited Partnership, the Applicant herein, being
first duly sworn, upon oath, states that the notice provisions of
Rule 1207 of the New Mexico 0il Conservation Division have been
complied with, that Applicant has.caused to be conducted a good
faith diligent effort to find the correct addresses of all
interested person entitled to receive notice, as shown by Exhibit
"A" attached hereto, and that pursuant to Rule 1207, notice has

been given by certified mail at the correct addresses provided by

such rule.

c
O Seore <L
J. SCOTT HALL
-OT
SUBSCRIBED AND SWORN to before me this Z/° day of June, 1990,
by J. Scott Hall.

Los, A Dtz
' Notary Public

My Commission Expires:

ot 15,

—s' [‘?’f‘? "‘9.\

EXHIBIT NO. l



BEFORE THE
OIL. CONSERVATION DIVISION

ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT

IN THE MATTER OF THE APPLICATION OF

MESA OPERATING LIMITED PARTNERSHIP

FOR COMPULSORY POOLING, SAN JUAN

COUNTY, NEW MEXICO. CASE NO.

APPLICATION

MESA OPERATING LIMITED PARTNERSHIP by its undersigned
attorneys, Miller, Stratvert, Torgerson & Schlenker, P.A., heréby
makes application pursuant to section 70-2-17, N.M.S.A. (1978) for
an order pooling all of the mineral interests in the Fruitland
formation for development on 320—acre'spacing in and under the E/2
of Section 36, Township 31 North, Range 9 West, N.M.P.M., San Juan
County, New Mexico, and in support tﬁéreof would show the Division:

1. Applicant owns approximately 75% of the working interest
in and uﬁéef the N/2 of Section 36, and Applicant has the right to
drill thereon.

2. Applicant proposes to dedicate the above-referenced
pooled unit to its Mesa FC State Com #4 well to be located at a
standard location in the N/2 of said Section 36.

3. Applicant has been unable to obtain voluntary agreement
for pooling or farmout from all other interest owners in the N/2
of said Section 36.

4. Said pooling of interests will avoid the drilling of
unnecessary wells, will prevent waste and will protect correlative

rights.



5. In order to permit the Applicant to obtain its just and
fair share of the o0il and gas underlying the subject lands, the
mineral interests should be pooled, and Applicant should be
designated the operator of the well to be drilled.

WHEREFORE, Applicant prays that this‘application be set for
hearing before a duly appointed examiner éf the 01l Conservation
Division on June 27, 1990, and that after notice and hearing as
required by law, the Division enter its order pooling the 1lands,
including provisions for Applicant to recover its costs of
drilling, equipping and completing the well, its costs of
supervision while drilling and after completion, including overhead
charges, and imposing a risk factor for the risk assumed by the
Applicant in drilling, completing and equipping the well, and
making such other and further provisions as may be proper in the
premises. .

MILLER, STRATVERT, TORGERSON .
mr & SCHLENKER, P.A.

. —
sy O et/
J. Scott Hall )
Ssuite 303
125 Lincoln Avenue
Santa Fe, New Mexico 87501
Telephone: (505) 989-9614

ATTORNEYS FOR MESA OPERATING
LIMITED PARTNERSHIP



MILLER, STRATVERT, TORGERSON & SGHLENKER, P. A.
LAW OFFICES

RANNE 8 MILLER DEAN G. CONSTANTINE
WILLIAM K. STRATVERT OEBORAH A. SQLOVE
ALAN C. TORGERSON GARY L. GORDON
KENDALL O. SCHLENKER H. KEVIN HAIGHT A-BUOUERQUE LAS CRUCES
ALICE TOMLINSON LORENZ LAWRENCE R. WHITE 500 MARQUETTE, N. W_, SUITE HHOO 277 EAST AMADOR
GREGORY W. CHASE SHARON P. GRQOSS POST OFFICE BOX 25687 POST OFFICE DRAWER 1231
ALAN KONRAD VIRGINIA ANDERMAN ALBUOGUERQUE, NM B712% LAS CRUCES, NM 88004
C:st; ::Sg:MICK S;\:‘.E:%SSCOONEY TELEPHONE: (50%) 842-1950 TELEPHONE: (305) 523.2481
STEPHEN M. WILLIAMS LEONARD J. PADILLA FACSIM LE: (505) 243-4408 FACSIMILE: (505) 526-2215
STEPHAN M. VIDMAR TIMOTHY S. VASQUEZ — e
toscnTc cunicane: HARTE o SionTeTone sawta re
MICHAEL H. HOSES NICHOLAS CULLANDER 300 WEST ARRINGTON 125 LINCOLN AVE., SUITE 303
JAMES B. COLLINS JOHN R. FUNK POST OFFICE BOX 869 POST OFFICE BOX is86
TIMOTHY R. BRIGGS J. SCOTT HALL FARMINGTON, NM 87499 SANTA FE. NM 8735041986
WALTER R. PARR THOMAS R. MACK TELEPHONE: (505) 326-4521 TELEPHONE: (305) 9895-9614
THOMAS S. UDALL MICHAEL J. HAPPE FACSIMILE: (50S) 325-5474 FACSIMILE: (505) 989-98%7
RUDOLPH LUCERQ DENISE BARELA SHEPHERD
ODANIEL € RAMCZYK MICK |, R. GUTIERREZ
June 5, 1990
KENNETH R. BRANDT (1946 - 1981} PLEASE REPLY TO SANTA fFE

Amoco Production Company
P. O. Box 800 CERTIFIED MATL
Denver, CO 80201 RETURN RECEIPT REQUESTED

RE: Application of Mesa Operating Limited Partnership for
Compulsory Pooling, San Juan County, New Mexico:
(FC State Com #4)

Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il Conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the N/2 Section
36 , Township 31 North, Range 9 West, NMPM, San Juan County, New
Mexico. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the NE/4 of said
Section 36.

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 0l1ld Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

MILLER, STRATVERT, TORGERSON
& SCHLENKER, P.A.

i Dhotrtttll

J. Scott Hall

cc: Mark Seale,
Mesa Limited Partnership
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and 4.

Put your address in the "RETURN TO"" Space on the reverse side. Failure to do this will prevent this card

from being returned to you. The return receipt fee will provide you the name of the person delivered to and

the date of delivery. For additional fees the following services are available. Consult postmaster for fees

and check box{es) for additional service(s) requested.

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

(Extra charge) . (Extra charge) J\Q,\Q
3. Article Addressed to: ¥ | 4. Article Number
1 “lp E£31 Qg0 170
Amoco Production Company A b & &6t
P. 0. Box 800 : D Registered D Insured
Denver, CO 80201 o | [ certified J cop

. Return Receipt
E Express Mail D for Merchandise

Always obtain ma...,m:..:w of addressee
or agent and DATE DELIVERED.

5. Signature — Agdressee 8. Addressee’s Address (ONLY if
X « requested and fee paid)
| O e .
5. Signature — Agent
X
7. Date of Delivery .
3 Form 3811, Apr. 1989 *U.S.G.P.O. 1989-238-815 DOMESTIC RETURN RECEIPT

-U.S.G.P.O. 1989-234-555

i
| PS Form 3800, June 1985

P SbL 82 L7758

RECEIPT FOR CERTIFIED MAIL

{Seo Revers

Ao Production Co

Street_ and No

P. 0. Box 800
PO . State and ZIF Code

Denver, CO_ 80201 ...

Postage S 3
D

Certified Fee

, e
Special Delivery Fee
Restracled Delvery |Foa

- ¢ vc v
TOTAL Postane and | ees 3

Postmark or Date




RANNE B. MILLEFR
WILLIAM K. STRATVERT
ALAN C. TORGERSON
KENDALL Q. SCHLENKER
ALICE TOMLINSON LORENZ
GREGORY W, CHASE
ALAN KONRAD

MARGQ J. MCCORMICK
LYMAN G, SANDY
STEPHEN M. WILLLIAMS
STEPHAN M. VIDMAR
ROBERT C. GUTIERREZ
SETH V. BINGHAM
MICHAEL H. HOSES
JAMES B. COLLINS
TIMOTHY R. BRIGGS
WALTER R. PARR
THOMAS S. UDALL
RUDOLPH LUCEFRQO
DANIEL E. RAMCZYX

MILLER, STRATVERT,

DEAN G. CONSTANTINE
DEBORAH A. SOLOVE
GARY L. GORDON

H. KEVIN HAIGHT
LAWRENCE R. WHITE
SHARON P. GRCSS
VIRGINIA ANDERMAN

C K. MOSS

JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASQUEZ
MARTE D. LIGHTSTONE
BRADFORD K, GOODWIN
NICHOLAS CULLANDER
JOHN R, FUNK

J. SCOTT HALL
THOMAS R. MACK
MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK |. R. GUTIERREZ

TORGERSON & SGHLENKER, P. A.

LAW OFFICES

ALBUQUERQUE
500 MAROUETTE. N. W,, SUITE HOO
POSY OFFICE BOX 25687
ALBUOUERQUE, NM 87125
TELEPHONE: (5053) 842-1950
FACSIMILE: (305) 243-4408

FARMINGTON
300 WEST ARRINGTON
POS™ OFFICE BOX 869
FARM NGTON. NM B7439
TELEPHONE: (505) 326-452)
FACSIMILE: (505) 325-5474

LAS CRUCES
277 EAST AMADOR
POST OFFICE DRAWER 123)
LAS CRUCES, NM 88004
TELEPHONE: (505) 523-248)
FACSIMILE: (505) 526-22!%

SANTA FE
125 LINCOLN AVE., SUITE 203
POST OFFICE BOX 19686
SANTA FE, NM 87504-1986
TELEPHONE: (SOS%) 989-961a
FACSIMILE: (505) 989-9857

June 5, 1990

KENNETH R. BRANDT (1946 -1981) PLEASE REPLY TO SANTA FE

El Paso Production Company
c¢/o Meridian 0il, Inc.

P. O. Box 4289

Farmington, NM 87499

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

RE: Application of Mesa Operating Limited Partnership for
Compulsory Pooling, San Juan County, New Mexico:

(FC State Com #4)
Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il Conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the N/2 Section
36 , Township 31 North, Range 9 West, NMPM, San Juan County, New
Mexico. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the NE/4 of said
Section 36.

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 01d Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

MILLER, STRATVERT, TORGERSON
& SCHLENKER, P.A.

5 dotrtidl

. Scott Hall

By:

cc: Mark Seale,

Mesa Limited Partnership
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and 4.

Put your address in the "RETURN TO"' Space on the reverse side. Failure to do this will prevent this card

from being returned to you. The return receipt fee will provide you the name of the person delivered to and

the date of delivery. For additional fees the following services are available. Consult postmaster for fees

and check box(es} for additional service(s) requested.
1. (X Show to whom delivered, date, and addressee’s address. 2. [J Restricted Delivery
(Extra charge) (Extra charge) <537

3. Article Addressed to: 4. Article Number

El Paso Production Company 2561862170

/o Merid 1. 1 Type of Service:
c/o er ian 0il, nc. D Registered (J insured
P. 0. Box 4289 X certitied Ll coo

Farmington, NM 87499 L) Expross mail ] fetpin Recelpt

for Merchan

Always obtain signature of addressee
or agent and DATE DELIVERED.

5. Signature — Addressee

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

7. D&te ommm_zo:\

o I

PS Form wmr._,ﬁmv%y m@\ _.w.m..o.mo. 1989-238-815 DOMESTIC RETURN RECEIPT

--U.S.G.P.O. 1989-234-555

PS Form 3800, June 1985

P 5k1 8LE 170

RECEIPT FOR CERTIFIED MAIL
NO INSURANGE COVERAGE PROVITED

N

EL"Paso Production Company

Street and No

P.O., State and Z1P Code

Postage

Certitied Fee

Speciai Delvery Fee

Restricted Delvery Fee

c/o_P. 0. Box 4289

wmﬂs%dmﬁozulzz|:mwbww:ilél.

PR

Postmark or Date




MILLER, STRATVERT, TORGERSON & SGCHLENKER, P. A.

LAW OFFICES
RANNE B. MILLEF DEAN G. CONSTANTINE
WILLIAM K, STRATVERT DEBORAH A. SOLOVE
ALAN C TORGERSON GARY L. GORDON
KENDALL O. SCHLENKER H. KEVIN HAIGHT ALBUOQUERQUE LAS CRUCES
ALICE TOMLINSCN LORENZ LAWRENCE R. WHITE 500 MARQUETTE, N. W, SUITE 10O 277 EAST AMADOR
GREGORY W. CHASE SHARON P. GROSS POST OFFICE BOX 25687 POST OFFICE DRAWER 1231
ALAN KONRAD VIRGINIA ANDERMAN ALBUOUERQUE, NM 87125 LAS CRUCES. NM 88004
MARGO J. MECORMICK C. K. MOSS TELEPHONE: {3035) B42-1950Q TELEPHONE: (505) S23-2481
LYMAN G SANDY JAMES B. COONEY
FACSIMILE: (505) 243-4a408 FACSIMILE: (50S) 221
STEPHEN M. WIL _LIAMS LEONARD J. PADILLA ©8s) 526-2213
STEPHAN M. VIDMAR TIMOTHY S. VASQUEZ —_ —_
pATIE D SierTSToNE santa re
MICHAEL H HOSES NICHOLAS CULLANDER 3oo_wss1' ARRINGTON 125 LINCOLN AVE., SUITE 303
UAMES B. COLLINS UOMN R. FUNK POS™ OFFICE BOX 869 POST OFFICE BOX 1986
TIMOTHY R. BRIGGS J. SCOTT HALL FARMINGTON, NM 87499 SANTA FE, NM 87504-1986
WALTER R. PARR THOMAS R. MACK TELEPHONE  {505) 326-452! TELEPHONE: (505%) 989-9614
THOMAS S, UDALL MICHAEL J. HAPPE FACSIMILE: (305) 325-5474 FACSIMILE: (50%) 989-9857
RUDOLPH LUCERO DENISE BARELA SHEPHERD
DANIEL E. RAMCIYK MICK . R. GUTIERREZ
June 5, 1990
KENNETH R. BRANDT (1946 - 1981 PLEASE REPLY TO SANTA FE

Conoco, Inc.

P. O. Box 460 CERTIFTIED MATT,

Hobbs, NM 88240 RETURN RECEIPT REQUESTED

RE: Application of Mesa Operating Limited Partnership for
Compulsory Pooling, San Juan County, New Mexico:
(FC State Com #4)

Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il Conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the N/2 Section
36 , Township 31 North, Range 9 West, NMPM, San Juan County, New
Mexico. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the NE/4 of said
Section 36.

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 0ld Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

MILLER, STRATVERT, TORGERSON
& SCHLENKER, P.A.

By: Z&/OE(/%W

J. Scott Hall

cc: Mark Seale,
Mesa Limited Partnership
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RECEIPT FOR CERTIFIED Z>:

(See Roeverse!

Condco, Inc.

Streat and _No

w. 0. Box 460

PO | State and 2P Codde

HObbs, NM 88240

Postage ]

Certified Fee

Specaal Delwery Fee

Restricted Delvery Feo

Return Rec
Date, and Ac

TOTAL Postage and b, >




RANNE B. MILLER
WILLIAM K. STRATVERT
ALAN C. TORGERSON
KENOALL O. SCHLENKER
ALICE TOMLINSON LORENZ
GREGORY W. CHASE
ALAN KONRAD

MARGO J. MCCORMICK
LYMAN G. SANOY
STEPHEN M. WILLIAMS
STEPHAN M. VIDMAR
ROBERT C. GUTIERREZ
SETH V. BINGHAM
MICHAEL H. HOSES
JAMES B. COLLINS
TIMOTHY R BRIGGS
WALTER R PARFR
THOMAS S. UDALL
RUDOLPH LUCERO
CANIEL E. RAMCZYK

MILLER, STRATVERT, TORGERSON & SGHLENKER, P. A.

DEAN G. CONSTANTINE
DEBORAH A, SOLOVE
GARY L. GORDON

H. XEVIN HAIGHT
LAWRENCE R, WHITE
SHARON P. GROSS
VIRGINIA ANODERMAN

C. K. MOSS

JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASQUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOODWIN
NICHOLAS CULLANDER
~JOHN R. FUNK

J. SCOTT HALL
THOMAS R. MACK
MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK I. R. GUTIERREZ

LAW OFFICES

ALBUQUERQUE
SO0 MARCUETTE. N. W, SUITE HOO
POST OFFICE BOX 25687
ALBUQUERQUE, NM 87125
TELEPHONE: (505) 842-1950
FACSIMILE: (305) 243.-4408

FARMINGTON
300 WEST ARRINGTON
PQOST OFFICE BOX B69
FARMINGTON, NM 87499
TELEPHONE: (505) 326-452|
FACSIMILE: (505) 325-5474

June 5, 1990

LAS CRUCES
277 EAST AMADOR
POST OFFICE DRAWER 1231
LAS CRUCES, NM 88004
TELEPHONE: (505) 523-248)
FACSIMILE: (30S5) 526-221%

SANTA FE
125 LINCOLN AVE., SUITE 303
POST OFFICE BOX 1986
SANTA FE, NM B7504-1986
TELEPHONE: (305) 9589-9614
FACSIMILE: (505) 989-9857

KEMNETH R. BRANDT (1946 - 1981 PLEASE REPLY TO SANTA FE

Conoco, Inc.

555 17th Street CERTIFIED MATIL

Denver, CO 80202 RETURN RECEIPT REQUESTED
RE: Application of Mesa Operating Limited Partnership for

Compulsory Pooling,
(FC State Com #4)

San Juan County, New Mexico:

Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il Conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the N/2 Section
36 , Township 31 North, Range 9 West, NMPM, San Juan County, New
Mexico. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the NE/4 of said
Section 36.

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 0ld Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

MILLER, STRATVERT, TORGERSON
& SCHLENKER, P.A.

Zcf/aﬁ(égﬁ,@p

. Scott Hall

By:

cc: Mark Seale,

Mesa Limited Partnership
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Put your address in the "RETURN TO'" Space on the reverse side. Failure to do this will prevent this card

from being returned to you. The return geceipt fee will provide you the name of the person delivered to and

the date of delivery. For man:_ﬂa& fegs the following services are available. Consult postmaster for fees

or addition8l'serviBe(s) requested.

w to whom delivered, date, and addressee’s address. 2. [0 Restricted Delivery

(Extra b&.@a.wt (Extra charge) 577

3. Article Addressed to: .wv Y 4. Article Number
OO.D.OOOu Inc. P-561 862 173
Type of Service?,
555 17th Street D Registered D insured
Denver, CO 80202 _ X certified Jcoo

ki 7] Return mmnom%~
for Merchandise

O Express Mai
*h Always obtain signature of addressee

’ or agent and DATE DELIVERED.

5. Signature — Addressee

X [Bulra Dbinp
6. Signature — Agent "

X

7. Date of Nkm?
; [P ;

8. Addressee’s Address (ONLY Q
requested and fee paid)

PS Form 3811, Apr. 1989 ' wus.&P0. 1989-238-815 DOMESTIC RETURN ‘RECEIPT

-

| PS Form 3800. June 1985

-U.S.G.P.O. 1989-234-555

1500 Heverse)

Consco, Inc.

ﬁw;m. m mnwmmn
PO, State m:.:_. .\_: Code

Denver, CO 80202

Postage

Certitied Fee 4

Spectal Delvery Fee

Restncted Delwvery Fee

Return Recept showing
to whom and Date Delivered

Return Receipt showing to whom,
Date, and Address of Delivery

TOTAL Postage and Fees

Postrnark or Date




RANNE 8. MILLER
WILLIAM K. STRATVERT
ALAN C. TORGERSON
KENDALL O. SCHLENKER
ALICE TOMLINSON LORENZ
GREGORY W. CHASE
ALAN KONRAD

MARGO J MECCRMICK
LYMAN G. SANCY
STEPHEN M. WILLIAMS
STEPHAN M. VIDMAR
ROBERT C. GUTIERREZ
SETH V. BINGHAM
MICHAEL H. HOSES
JAMES B. COLLINS
TIMOTHY R. BRIGGS
WALTER R PARR
THOMAS S, UDALL
RUDOLPH LUCEROQO
DANIEL £ RAMCZYK

MILLER, STRATVERT,

OEAN G. CONSTANTINE
DEBORAH A. SOLOVE
GARY L. GORDON

H. KEVIN HAIGHT
LAWRENCE R, WHITE
SHARON P. GROSS
VIRGINIA ANDERMAN

C. K. MOSS

JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASQUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOOODOWIN
NICHOLAS CULLANDER
JOHN R. FUNK

J. SCOTT HALL
THOMAS R. MACHK
MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK I. R. GUTIERREZ

TORGERSON & SCHLENKER, P. A.

LAW OFFICES

ALBUQUERQUE
500 MARQUETTE, N. W., SUITE QO
POS™ OFFICE BOX 25687
ALBLOUERQUE, NM 87128
TELEPHONE: (505%) 842-1950
FACSIMILE: (505) 243-4408

FARMINGTON
300 WEST ARRINGTON
POST OFFICE BOX 869
FARMINGTON, NM 87499
TELEPHONE: (5305) 326-452!
FACSIMILE: (503) 325-5474

LAS CRUCES
277 EAST AMADOR
POST OFFICE ODRAWER 1231
LAS CRUCES, NM 88004
TELEPHONE: (505) 523.2481
FACSIMILE: (505) 526-2215

SANTA FE
125 LINCOLN AVE., SUITE 303
POST OFFICE BOX 1986
SANTA FE. NM B7504-1986
TELEPHONE: (505) 989-96!4
FACSIMILE: (505) 989-9857

June 5, 1990

KENNETH R. BRANDT (1946 - 1981 PLEASE REPLY TO SANTAFE

E1l Paso Natural Gas Company
P. O. Box 1492
E1 Paso, TX 79999

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

RE: Application of Mesa Operating Limited Partnership for
Compulsory Pooling, San Juan County, New Mexico:

(FC State Com #4)
Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il Conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the N/2 Section
36 , Township 31 North, Range 9 West, NMPM, San Juan County, New
Mexico. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the NE/4 of said
Section 36.

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 0ld Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, yocu may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

MILLER, STRATVERT, TORGERSON
& SCHLENKER, P.A.

By: 5((/0;%@‘@?

J. Scott Hall

cc: Mark Seale,

Mesa Limited Partnership
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and 4.

Put your address in the “"RETURN TO"' Space on the reverse side. Failure to do this will prevent this card

from being returned to you. The return receipt fee will provide you the name of the person delivered to and

the date of delivery. For additional fees the following services are avaiable. Consult postmaster for fees

and check box{es) for additional service(s) requested.

1. ﬂNm:os\ to whom deliveredsQate, and addressee’s address. 2. [J Restricted Delivery

(Extra charge) (Extra charge) %%
3. Article Addressed to: 4. Articte Number
El Paso Production Company e O 580Ee; 17 1
P. 0. Box 1492 D Registered D Insured
El Paso, TX 79999 mnm:;aﬂ O cop .
expross Mail__ L] etgin oceint

Always obtain signature of addressee
or agent and DATE DELIVERED.

Signature — Addressee 8. Addressee’s Address (ONLY if .
requested and fee paid)

R ——AY .

Date of Delivery \J
" ! JUN 7 1999 -

5.
X
6. Signature — Agent.-
X
7.

S Form 3811, Apr. 1989, c..m.m._u.o..*\;%.wg.sm DOMESTIC RETURN RECEIPT

U.5.G.P.O. 1989-234.555

P2 Form 38C0. June 1985

P 561 8ke2 171

RECEIPT FOR CERTIFIED MAIL
HO INSURANCE ©

El"Paso Production Company

Street and No

P. 0. Box 1492

PO State and 21P Code

IE1 _Paso, TX. 79999 _ __ ___ _ _.

Postage s

Corthed Foe

fletum
o whi

Ret
Date,

e

TOTAL Postage and Fees

Podnick o Date




MILLER, STRATVERT, TORGERSON & SCHLENKER., P. A.

RANNE 8. MILLER
WILLIAM K, STRATVERT

LAW OFFICES

DEAN G. CONSTANTINE
DEBORAH A. SOLOVE

ALAN C. TORGERS5ON
KENDALL O. SCHLENKER
ALICE TOMLINSCN LORENZ
GREGORY W. CHASE

GARY L. GORDON
H. KEVIN BAIGHT

SHARON P, GROSS

ALAN KONRAD VIRGINIA ANDERMAN

MARGO J. MECORMICHK C. K. MOSS
LYMAN G. SANDY JAMES B. COONEY
STEPHEN M. WILLIAMS
STEPHAN M. VIDMAR
ROBERT C. GUTIERREZ
SETH V. BINGHAM
MICHAEL H. HOSES
JAMES B. COLLINS JOHN R. FUNK
TIMOTHY R. BRIGGS J. SCOTT HALL
WALTER R. PARR THOMAS R, MACK

LAWRENCE R. WH!ITE

LEONARD J. PADILLA
TIMOTHY S. VASOUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOODWIN
NICHOLAS CULLANDER

ALBUQUERQUE

500 MARQUETTE, N. W., SUBITE 1HOO

POST QFFICE BOX 25687
ALBUQUEROUE. NM 87125
TELEPHONE: (505) 8421930
FACSIMILE: (505) 243-4408

FARMINGTON
300 WEST ARRINGTON
POST OFFICE BOX 869
FARMINGTON, NM 87499
TELEPHONE: (S0OS) 326-4521

LAS CRUCES
277 EAST AMADOR
POST OFFICE DRAWER 1231
LAS CRUCES, NM 828004
TELEPHONE: (30S5) 523-2481
FACSIMILE: (305) 526-2218

SANTA FE
125 LINCOULN AVE,, SUITE 303
POST OFFICE BOX 1988
SANTA FE. NM 87504-19B6
TELEPHONE: (3051 889-9614

THOMAS S. UDALL
RUDOLPH LUCERO
DANIEL £ RAMCZYK

MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK I. R. GUTIERREZ

FACSIMILE: (50%) 325-5474

June 5, 1990

KENNETH R. BRANDT (1946 - 1981) PLEASE REPLY TO SANTAFE

El Paso Production Company
P. O. Box 1492
El Paso, TX 79999

CERTIFIED MATIL
RETURN RECETPT REQUESTED

RE: Application of Mesa Operating Limited Partnership for
Compulsory Pooling, San Juan County, New Mexico:
(FC State Com #4)

Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il Conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the N/2 Section
36 , Township 31 North, Range 9 West, NMPM, San Juan County, New
Mexico. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the NE/4 of said
Section 36.

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 0ld Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

MILLER, STRATVERT, TORGERSON
& SCHLENKER, P.A.

By O 'é/o'&// o 1%

J. Scott Hall

cc: Mark Seale,
Mesa Limited Partnership

FACSIMILE: (505) 989-9857
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W3 and 4. 3 Rt
Put your “address in the :mm.qcmz TJO"! umnm on Sm E<mao mao Failure 8 do this will prevent this card
‘from being returned to you. The return receipt fee will provide you the name of the person delivered to an

“the date of delivery, For additional fees the following services are availa onsult uoﬂamﬁm or fees

ox(es) tor additional service(s) requested. - . 4 ¥

- Show to <<:o:.. delivered, date, m:a nan..omnmo 8 mnn_.omm (] 53:_23 Dm__<m_,<

S (Extra charge) M.QNQ
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LTI

['coo

i3
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PS mo:: wmg 1, Apr. 1989 % U.8.G,P.0, 1989-238-815

PS Form 3800, June 1985

--U.8.G.P.O. 1989-234-555

P Sbb 8kd 47

RECEIPT FOR CERTIFIED MAIL
NO INSURANGE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

Sent to

|E1 Paso Natural Gas Company]

Streel and No
P Q. Box 1492

£.0., State and ZIP Code

ﬁm.mdnl.ajm_ 5 9999 S

L

Certitied Fee

Y
7]
'\
1

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered . Gn

Relurn Receipt showing 10 whom,
Date, and Address of Delivery

TOTAL Postage and Fees )

Postmark or Date

AP >T e




