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GAS PRODUCTION HISTORY

Date _12-28-79 Page__1 of_2 _
Operator: Cities Service 0i1 Co. (Mobil)
Well: Dabbs No.1 R e —
Location: D-23-25-37 —OHCONSERVATION DIVISION
+1 \ - -
EXHIBIT NO. S
Pool: Langlie Mattix CASE NO. —M
Spud Date: Original Completion Date:
Completion Interval (Gas): '
Completion Date (Gas): First Production (Gas):
Remarks: Last Production 9-6£9
Converted to water injection in Mobil LMQU
No. Annual Gas Avg. Gas Cum. Gas Annual
of Production Rate Production sip
Year Mos. (MCF) ( MCF/MO.) (MMCF) (psia) P/Z
1969 9 10122 1125 63701 1282  __ 130
1968 11 14674 1334 6360.0 N/A N/A
1967 12 19765 1647 6345.3 125.2 130
1966 12 16720 1393 6325.5 85.2 90
1965 12 12927 1077 6308.8 144.2 150
1964 10 3244 324 6295.9 115.2 120
1963 12 15892 1324 6292.7 135,2 140
1962 12 25167 2097 6276.8 149.0 160
1961 6 4885 814 _6251.6  __224,2 235
1960 2 3704 1852 6246.7 222.2 235
1959 11 37241 3386 6243.0 274.2 © 295
1958 12 69225 5769 6205.8 327.0 350
1957 12 82385 6865 6136.5 300.0 317
1956 12 87352 7279 6054.2 N/A N/A
1955 12 150152 12513 5966.8 N/A N/A
1954 12 112344 9362 5861.7 377.0 405
1953 12 142661 11888 5749.3 420.0 460
1952 12 175433 - 14619 5606.6 443.0 480
1951 12 148126 12344 5431.2 459.0 500
1950 12 66894 5575 5364.3 489.0 535
19__68  Dpetail Summary 19_€9 Detail Summary
Jan. 1413 July 1393 Jan. 1178 July 1182
Feb. 1308 Aug. 1412 Feb. 1071 Aug. 1075
March __1370 Sept. 1235 March 1124 Sept. 924
April 1306 Oct. 1298 Aprit 1150 Oct.
May 1378 Nov. 0 May 1213 Nov.
June 1371 Dec. 1190 June 1205 Dec.
Production (Y-T-0) 10122MCF Avg. Rate (Y-T-D) 1125 MCF/Mo.
9 Mo.

Days or Months (Y-T-D)




GAS PRODUCTION HISTORY

Date 12-28-79

Cities Service 0il Co.

Page 2__of 2 __

Operator:

Well: N Dabbs No. 1

Location: D-23-25-37

Pool: Jalmat (Gas)

Spud Date: Original Completion Date:

Completion Interval (Gas):

First Production (Gas):

Completion Date (Gas):

Remarks:
No. Annual Gas Avg. Gas Cum. Gas Annual
of Production Rate Production Sip
Year Mos. (MCF) {MCE/MO (MMCF) (psia) P/7
1949 12 145646 12137 5218.7 528.0 590
1948 11 583127 53012 4635.5 N/A N/A
1947 12 134079 11173 4501.5 N/A N/A
1946 12 196726 16394 4304.7 N/A N/A
1945 12 526035 43836 3778.7 N/A N/A
1944 11 449423 40857 332993 N/A N/A
19 Detail Summary 19 Detail Summary
Jan. July Jan. July
Feb. Aug. Feb. Aug.
March Sept. March Sept.
April Oct. April QOct.
May Nov. May Nov.
June Dec. June Dec.

Avg. Rate (Y-T-D)

Production (Y-T-D}
Days or Months (Y-T-D)




Gas P ~duction- MCF/montbh-
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i T Date Prod. Began: Acres:
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ressure or PIZ - (psi™

10-1-69

CUM: 6370 MMCF

Craamulativa D{m.n Dradiintinn _ IR
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500 Field: Jalmat (Gas)
Operator: Cities Service Q11 Co
Well: Dabbs No.1l
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GAS PRODUCTION HISTORY

Date _1-7-80 Page_1 of_1__
Operator: Mobil (Cities Service 0il Co.)

Weli: . LMQU No. 35 (Dabbs No. 2)

Location: E-23-25-37

Pool: Langlie Mattix

Spud Date: Original Completion Date:

Completion Interval (Gas):

Completion Date (Gas): First Production (Gas):

Remarks: No gas production available prior to 1-1-59,

*Cumulatijve total from 1-1-59 to 10-1-69.
Converted to water injector.

No. Annual Gas Avg. Gas Cum. Gas . Avg.0i1
of Production Rate * production  *Cum.O71 Annual 0i1 Rate
Year Mas. (MCF) ( MCF/mo.) (MMCF) (MBO) (BBL) (BBL/mo. )
1969 9 _ 2041 227 1613.4 3.8 13 7
1968 12 39323 3277 1611.3 3.8 96 16
1967 12 88857 7405 1572.0 3.7 217 20
1966 12 96676 8056 1483.1 3.5 178 22
1965 12 106220 8852 1386.5 3.3 196 25
1964 12 132654 11055 1280.2 3.1 305 31
1963 12 151337 12611 1147.6 2.8 346 32
1962 12 175984 14665 996.3 2.5 510 43
1961 12 237422 19785 820.3 2.0 602 50
1960 12 299028 24919 582.9 1.4 551 46
1959 12 283822 23652 283.8 .8 810 68
19_68 _ Detail Summary 19_09  Detail Summary
Jan. 6270 July 2597 Jan. 1247 July 60
Feb. 5398 Aug. 1139 Feb. 118 Aug. 175
March 5762 Sept. 930 March 97 Sept. |
April 6293 Oct. 149 April 133 Oct. 0
May £245 Nov. 57 May 101 Nov. 0
June 4386 Dec. 9 June 109 Dec. Q
Production (Y-T-D) 2041 MCF Avg. Rate (Y-T-D) 227 MCF/mo.
Days or Months (Y-T-D) 9 mos,

E-23-25-37



1-1-59 to 10-1-69Cum: 1613.4 MMCF
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=5 sSSS2=s sSSSE EECEEE : S Ssma=s==ca=mac S eEm—asers T Operator: Mobil (Cities Service 0il Co.)
SEEEEZESC ] e ol Well: | MQU No. 35 (Dabbs No. 2)
- T * I + " ! H
SEREBaoe SSSENascasRmeSseseocESaoe SEESSE S Location: p_23.25-37
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WT12032
DOVLE HRTHAN, OIL CPERAICR

WIGHTS ENERGYIWTA SYSTEM FUN TATE /2465 TIrE 11225011 PR 1
EASE ME  CAPLSON FEDERAL LECATION 230258 3T [WIGHTS 1D 4 2022SSI7E2IN00YT  FIELD - JALMAT TANSILL YT 7 RVES (FRD GAS) YT PRGRATION UNIT & - 52323
VELL 2
OFER  EL PASD HATURAL GAS €O . " CUME TATES - LIGOID /69712 CIES - LIOUID 0 LIO GATHERER '
GAS /67712 GAS 611265 (A5 GATHERER €L FASC MATURAL GAS COMPANY
SELECTICN
FROM-T0
70-85

- FROCUCTION DATA ———

R NG WELLS PRODN i FEB HR AR HAY AN E LT SEP ocy MY LEC Y0 110 AVG
0 A 1 1 1 i 1 t 1 1 1 1 1 1
L 0 0 0 0 0 0 () 90 0 0 0 0

DAYS 0 0 0 0 0 0 Q 0 9 ¢ 0 0 0 0

oIL 0 0 0 9 0 0 0 0 0 0 9 0 0 0 [

WATER 0 0 0 0 h 0 0 0 0 0 0 0 0 0

GAS 84 1303 3153 3110 3182 2014 1020 . 2419 2543 1198 093 3005 30384 641451 2532
n Ao 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0

DAYS 0 0 ¢ 0 o 0 ¢ 0 ) 0 0 0 0 0

oI1L 0 0 0 0 0 0 0 0 0 9 0 0 () 0 0

WATER 0 0 0 0 [ 0 0 0 ()} 0 0 0 0 0

BG4S 2813 2453 1765 2676 3168 2964 3278 1824 2953 2726 2929 3303 32852 674503 2738
2 o 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0

DAYS 0 0 0 9 0 0 0 0 0 0 0 0 0 0

) 0 0 0 0 ¢ ¢ 0 0 0 0 0 0 0 0 0

WATER 0 0 0 [ ¢ 0 ° 0 [} 0 0 0 0 0

GAS 2628 2452 1407 3094 3484 3244 3890 3615 3401 3165 3241 2637 36308 710811 3026
73 LW 1 1 1 1 1 1 1 1 1 1 ‘1 1
LIFT 0 0 0 0 0 0 ) 0 0 0 0 0

DAYS 0 [} 0 0 0 0 0 0 0 0 0 0 0 0

OIL 0 () 0 0 ¢ 0 0 0 ° 0 0 0 0 0 0

WATER 0 0 0 0 ()} 0 ()} 0 0 0 o 0 ¢ 0

6AS 8N 2701 3510 2933 2424 IT% 3244 3318 2918 3762 337% 3948 38404 149215 3200
74 Loy 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 ()} 0 0 0

DAYS 0 0 0 0 0 o 0 0 0 0 0 0 [ 0

oI 0 0 0 0 0 0 0 0 ()} 0 0 0 ° 0 0

WATER 0 0 0 0 ( 0 0 0 () 0 0 [ [ 0

6AS k7% x’n 3317 2896 3593 k<73 301 33 3030 2466 2952 2645 kyatv] 786547 3111
e 1 (O | 1 1 1 1 1 1 1 1 1
LIFT () 0 0 0 0 0 0 0 0 0 0 0

DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

on 0 0 0 0 0 0 0 0 () 0 0 0 0 ()} 0

WATER 0 0 0 0 0 0 0 (Y 0 0 0 0 0 0

GAS 2332 1558 3038 oY (] 2096 2463 2251 673 217 2122 - 2949 2594 20170 815117 2431



WT120W42
[OYLE HARTMAN, OIL OFEFATOR

IMIGHTS ENERGYTATA SYSTZH RUN DATE  7/24/85  TIME 11123011 PAGE 2 N
(EASE WAME CARLSON FEDERAL LOCATION 238255 J7E  IMIGKTS 1D & 3022SS3TE2INOOYT  FIELD - JALMAT TANSILL YT 7 RURS (FRO GAS) YT PRORATION UNIT ¢ - 52323 . . .
weLL 2 : - . T
. . . )
OFER  EL PASD NATURAL GAS CO CUME DATES - LIQUID  0/649/12 CUMES - LIQUID 0 LIO GATHERER .
GAS 0/69/12 GAS 611265 GAS GATHERER EL PASO NATURAL GAS COMPANY
SELECTION ’ y
FRCH-T0 .
70-85

PRODUCTION DATA

YR MR WELLS PRODN Y FEB HAR PR KAY AN L UG SEP ocT NOV DEC 1D 11D AVG
7% L 1 1 1 1 1 1 1 1 1 1 1 1 _
it 0 0 0 0 ° 0 90 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oI 0 0 m 0 102 %8 0 0 70 0 130 0 &n 34 134
WATER 0 0 0 0 0 0 0 0 0 0 ) ) 0 0
6aS 1897 u7n 3054 2631 1174 2534 1999 488 2531 3073 2147 2539 28340 844057 2362 .
77 FLOd 1 1 1 1 1 1 1 1 1 1 1 1 :
LIFT 0 0 0 0 0 0 0 0 0 0 0 0 ) :
DaYS 0 ) 0 0 0 0 0 0 0 0 0 0 ) 0
oIL 132 114 0 122 ) 128 0 ) 145 6 52 57 815 1484 102
WATER 0 0 0 0 0 ) 0 0 0 0 0 0 0 0 _
GAS 2504 2306 2228 1588 2714 2805 2758 2474 36 2876 3007 21% 30834 874893 2570
8 FLN 1 1 1 1 1 1 1 1 1 1 1 1 ,
LIFT 0 0 0 0 0 0 0 0 0 0 0 )
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 :
oIL “ 54 57 53 50 50 53 141 0 0 25 104 631 2117 63 S
WATER 0 o 0 0 0 0 0 0 35 3R k) 51 156 39 ,
BAS s 2046 0 0 0 0 0 0 2378 2015 2781 3047 1zn 887164 2045
79 FLOW 1 1 1 1 1 1 1 1 1 1 1 1 :
LIFT 0 0 0 0 0 ) 0 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 ,
oIL 80 8 0 0 ° 0 0 0 0 0 0 0 8 2185 73
WATER &2 54 42 &0 8 54 3] %) 40 62 8 82 720 &
GAS 05 2550 %55 2312 2301 1938 2109 192 1679 1623 1429 1370 25099 912263 2092 N
80 FLOM 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 ) 0 0 ) 0 0 0 o 0 0 o N
DAYS 0 () 0 0 0 0 0 0 0 0 0 0 0 0 ,
OIL 0 Rz 42 0 20 2 0 0 0 ° 0 0 197 2382 49 |
WATER 4 52 2 23 S0 A7 3% 2 % 8 24 10 K 3 ) |
BAS 1341 1040 98 574 %S 794 754 750 568 169 402 207 8342 920625 697 v
81 FLOM 1 1 1 0 1 3 0 ) 0 1 0 1 . - TULENNN e
LIFY 0 0 0 0 0 0 0 0 0 0 0 °
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oIL 0 0 0 0 1 3 0 ) 0 0 0 0 7 2389 4 .
WATER 1 0 0 0 0 0 0 0 0 0 0 0 1 1 :
GAS 18 9 6 0 0 ° ° 0 0 4 0 19 % 920481 11 .
N =
\ T
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INIGHTS ENERGYDATA SYSTEN RUN DATE  7/24/85  TIME 11323814 PAGE 1

LEASE NAME  CARLSOM FEDERAL LOCATION 23N255 3ITE  IMIGHTS ID & 3022SS37E23MNOOYT  FIELD - JALMAT TANSILL YT 7 RURS (FRO €
WELL 2
OPFER  EL PASD NATURAL GAS CO CUME DATES - LIQUID  0/69/12 CUMES - LIOVUID 0 LIO GATHE
GAS 0/69/12 GAS 611265 GAS GATHE
SELECTION
FROM-TO
70-85
TEST DATA
WELLHEAD  BOT HOLE TEST DATE
TEST DATE S/1 PRESS PRESSURE I-FACTOR P71 GAS CUME
70/06/29 851 907 868 1045 626,206
71/08/05 793 BAS +876 965 661,062
T2/06126 805 857 874 981 690,380
73/05/08 788 839 877 957 723,453
T4/04/30 T4 824 879 937 758,943
75/04/29 795 847 B76 967 793,966
7604720 95 847 876 967 825,895
T1/05/17 357 378 941 402 653,932
79706720 AT2 501 1924 942 901,479
82/04/01 an 447 2932 480 915,461
81/03/24 393 417 +936 434 920,657
82/04/13 384 407 937 434 g20,778
83/03/15 394 418 4936 447 921,031
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DUT120M2
DOYLE HARTMAN, OIL OPERATOR

(-, IUIGHTS ENERGYDATA SYSTEH  RUN DATE 7/24/85 TN 11121355 PROE 2
b LEASE NAME CARLSON LOCATION 23256 37E  IWIGHIS ID ¢ 30225837E23P00SK  FIELD ~ LANGLIE MATTIX 7 RVRS O GRAYKURG SR PRORATION NIT & - 179%0
. vELL 3
DU OPER  HARTHAN DOYLE COMPLETION MATE  0/00/00  CURE DATES - LIOUID  0/69/12  CUKES - LIOUID 0 LIO GATHERER
BAS  0/69/12 GAS 1265294 GAS GATHERER EL PASO NATURAL GAS COMPANY

L SELECTION

FROM-TO

70-85

FRODUCTION DATA

YR MR WELLS PRODN JaN FEB HAR R HAY JN m A SEP ocT NOV DEC YD m we  PsiA
o 70 FLOW 1 1 1 1 ! 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
/ AYS 0 0 0 0 0 0 0 0 0 0 0 0 0 )
1L 0 0 0 o 0 0 0 0 0 0 0 0 0 ) 0
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0 dl.z
. 6AS 1538 1483 155 140 1413 1291 1417 1327 1% Ul 1024 un 16148 1301442 e 1491
71 FLOU 1 1 1 1 1 1 1 1 1 1 1 1
. LIFT 0 0 0 0 0 0 0 0 0 0 0 0
TAYS 0 0 0 o o 0 0 0 0 0 0 0 ) )
: oI 0 0 0 0 0 0 0 0 0 0 0 0 0 ) 0
WATER 0 0 0 0 0 0 0 ¢ 0 0 0 0 0 0
GAS 1115 1030 795 1044 1310 - 1t 1303 1244 1096 1243 1174 173 13078 1315320 1157 5.2,
72 FLOW 1 1 1 1 1 3 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 o 0 0 0 0 0
oI 0 0 o 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
GAS 1226 1158 1386 1458 1479 1260 1525 1534 1495 1455 1313 1393 16721 1332041 w 133.Z20 13
73 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 ¢ o 0 0 0 0 0 0 0 2
_ DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 )
_ o1 0 0 o 0 0 0 0 0 o 0 o B 0 ) 0
VATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
6hS 1259 1211 1316 1233 1208 1347 1260 125 1142 1247 1007 1088 1457 1346612 e N2
74 FLOW 1 1 1 1 1 1 1 1 1 1 1 t
LIFT 0 0 0 ¢ 0 0 0 0 0 0 0 0
tAYS 0 6 0 0 0 0 0 s 0 0 0 o 0 )
oIt 0 0 o 0 0 0 0 0 0 0 0 0 0 0 )
UATER 0 0 0 0 0 o 0 ¢ ¢ o 0 0 0 0
, GAS 984 314 982 B8 1154 93n 944 an 858 908 666 1468 11467 1356079 56 INQ 2
A 75 FLOY 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 ¢ 0 0 0 0 0 0 o o 0
14Ys 0 0 0 0 0 ¢ ¢ 0 0 ¢ o 0 0 0
oL 0 0 0 0 0 0 0 o 0 0 9 0 0 0 o
WATER 0 0 0 0 o 0 0 ) 0 ¢ 0 0 0 0 ..\
645 78 H 924 895 B4d &89 637 139 a5 93 243 657 7196 1362875 w 109.2)




DWT120W2
DOYLF. HORTMAN, OIL OFERATOR

INIGHTS ENERGYDATA SYSTEM RUN DATE  7/24/85  TIMC 118213155 PAGE 3
LEASE NAME CARLSON LOCATION 23F255 37E  IWIGHTS ID § 3022SSITE2IF00SR  FIELD - LANGLIE MATTIX 7 RVRS O GRAYHURG SR FRORATION UNIT ¢ ~ 17990
WELL 3
OFER  HARTHAN DOYLE COMPLETION IWTE  0/00/00 CUME DATES - LIOUIR  0/69/12 CUMES - LIOUID 0 LIO GATHERER
GAS 0/69/12 GAS 1283294 GAS GATHERER EL FASO NATURAL GAS COMPANY
SELECTION
FROM-TO
70-85

FRODUCTION DATA

YR NR WELLS PRODN

£

FEB R AR HAY IN a AG SeF ocY OV LEC YTb 1 ]
76 FLOW 1 1 1 1 1 1 1 1 1 t 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DaYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
o1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER o .0 0 0 0 0 0 0 0 i % 3 92 3
6As 959 939 %5 1099 933 890 763 928 962 988 806 641 10879 13T %07 53,2
77 FLON 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DaYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
on 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 : 0
6AS am 484 565 452 n 584 653 628 215 338 506 670 6342 138309 w43 2
78 FLOW 1 1 1 1 1 1 1 ! 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
6AS 652 579 660 ! 744 632 401 207 88 147 90 6620 12471 1395567 1039 &@. Z
79 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oI 0 0 0 0 0 0 0 0 0 0 0 0 0 0 °
NATER 0 0 0 0 0 0 9 0 0 0 0 0 0 0
GAS 2231 2200 2324 1560 1884 2342 2855 217 2042 2024 1610 1788 97T 1420544 2081 QN 2
80 FLOW 1 1 ! 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
1AYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
on 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
UATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Bas nn A4 250 28 Ms 1950 1636 1597 1988 1498 1366 WIS 32 1933 MWN
81 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
BAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
or 0 0 0 0 0 0 ¢ 0 0 0 0 0 0 0 0 !
WUATER 0 4] Q 0 0 0 0 4] 0 0 0 Q 0 Q
GnS 1160 72 989 1266 1132 1280 120 1152 1186 117 1195 1250 13909 1457631 1159




WT12002
DOYLE HARTMAN, OIL OFERATOR
IMIGHTS EMERGYDATA SYSTEM RUN DATE  7/24/85 TIME 11521355 PAGE 4

LEASE NAME CARLSON
WELL 3
OFER  HARTMAN DOYLE

LOCATION 23¥255 I7E  DWIGHTS ID $ 3022SSITEXSFOOSK  FIELD - LANGLIE MATTIX 7 KVRS O GRAYRURG SR PRORATION UNIT § - 1190

—~

COMFLETION DATE  0/00/00  CUME DATES ~ LIDUID  0/69/12  CUHES - LIQUID 0 L1O GATHERER
BAS  0/49/12 GAS 1265294 GAS GATHERER EL PASO NATURAL GAS COMPANY
SELECTION
FRON-TO
70-85

YR NR WELLS PRODN

R

FROMUCTION DATA

MAR HAY JUN Ji AUG SEP 11 NV DEC Y70 I AG
82 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 [ [ 0 0 0 0 0
nAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
OIL 0 0 0 0 0 0 0 0 [ ¢ 0 0 0 0 0
WATER 0 0 [ [ 0 [ 0 0 0 0 0 0 0 0
GAS 1321 1139 1214 1092 1226 1241 1269 1102 1074 20 297 904 11899 14469550 992
83 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 [ Q 0 0
DAYS 7 1 2 ¥ i 30 31 31 30 i 30 i 285 24
oIL 0 0 [ 0 0 0 0 0 0 Y 0 0 0 Q [
WATER [} 0 ¢ [V 0 0 0 0 0 0 0 Y 0 0
BGAS 354 53 88 187 n 448 1282 137 982 1398 1402 1513 8931 1478481 44
84 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 31 29 31 kY 3 Q 31 31 30 31 30 i 336 31
0IL 0 0 0 0 0 0 0 0 0 0 [} 0 0 0 0
WATER 0 0 [ 0 0 0 0 0 0 0 0 0 0 0
GAS 1297 1279 1057 904 1304 1228 986 1097 1097 1092 1020 1000 13361 1491842 113
83 FLOW 1 1 1 1 0 0 0 0 0 0 0 [
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
naye 3 28 31 26 0 0 0 0 0 0 4 0 116 29
OIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 0 0 [ 0 0 0 0
6GAS 927 9260 1300 1014 0 0 0 0 0 0 0 0 4201 1496043 1050




VOLUMES CALCULATED AT 15,005 FGIa & 7 O
LEASES METERD
H70524 60984 CARLSON 3

PROWUCED  FRODUCED  TRODULED  PRODN
JANUARY
FERRUARY
MARCH
AFRII.
MaY
JUNE 1227 30.0
JULY 87 30,2
AUGUST 1097 20.9
SEFTEMRER 1097 30.
OCTORER 1092 31,
NOVEMEER 1020 30.0
DECEMEER 1000 31.0
YTD 1984 oA 213.1

It gavded 213,

LF
FSIG

40.%50
46.25
45,50
41.75
42,00
A42.50

43,00

DATE ON
STREAM

11/714/%

VG
TEMF*

NRI X

KTU
FACTOR

7911
+ 2890
«?904
«?918
«9241
2962
29967

4 +4%5117186

BTU

1283
1283
1283
1300
1300
1300
1300

ITD CUME
GAS

1229
2216
3313
4410
5502
63522

7522

ITD CUME
oIL

OFERATOR — [IOYLE HARTMAN

AVG
v

AVG
CFP

AVG DAYS
CHOKE SHUTI

64
64
64
64
64
64
64



: .ot YR TE PRODUCTION  FOR 4 OO0
L A i VOLUMES CALCULATED AT 15.025 FSIA & 7 O DATE ON
o L LEASES METERS STREAM NKI %
H70524 609684 CARLSON 43 11714757 451171686 OPERATOR — DOYLE HARTMAN
) MCF GAS  BELS OIL EBELS HPO0  DAYS LF AVG ETU ITD CUME ITD CUME AVG AVG AVG  DAYS
(- FRODUCEDR  FRODUCED PRODUCED  FRODN FSIG TEMF  FACTOR  RTU GAS oIL TF CP  CHOKE SHUTIN
o - JANUARY 926 30.7 45,00 4% $974 1300 8447 48 36 64
C { FERRUARY 959 27.2 A0.,75 49 9967 1300 9406 49 38 64 -
MARCH 1301 1.0 36,75 61 9946 1298 10707 48 37 64
.“ ¢ AFRTIL 1014 26.0 30.00 71 9911 1298 11721 44 40 &4 4
SR wmmuu,_m .w MAaY 1104 ‘ 31.0 24,50 83 9887 1298 12827 3s 38 464
P JUNE 1093 36.0 37.50 84 .9885 1298 13920 27 36 64
” SJULY &4
e AUGUST ' . .
SEFTEMEER
“ . OCTORER
NOVEMBER )
O DECEMEER
, YTD 1985 6399 175, 4
o 13920 , ‘ 389.0 4
,
.
H a '
:
{:
{
f
. . - . .‘H.-



Gas Pr. Juction - MCF/month

G-=NX)-%D Cum: /ST MMCI
/e Ad 27"

= : Field: ‘Nmkucumw\gn‘ ! IarttiL
Hj - 1 Operator: bmvu\\_n\ \Ph\.k\i\y C MO\.RJV
T : Well: OR\\UO\. \ﬁ\o e

| Locationn. LPa2R-25-3A77 L
County: \LB State: \f\.\r\

Date Prod. Began: Acres: <L O
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4{-30-85 cum: /9 MMCF

Field:

Lana \Mp \&odﬁ.\\

H operator: Dot fordmeon € M.csb

welt  Colir/son AH.3

Location: fL2R.25-%77 Acres: k\b
‘County: [L.e~=q. State: sA.\. \f\ _
Date Prod. Began: Type Plot: P O P/Z K ,,

H A
J i
S o e !
250 ) i ;
~~O :
A — 11
¢ BEE A
=0 i f .
FO tsass HiH R R B R R L AT
- i\ H -
mo S & s
H HEHEH T ML._ T R AT HEH S mﬁ

O
_c

30 132 14 126 13g 1do |z 144 Jdo s Lso L2 18t lse

a8 1.0 |t | Lte 168

Cumulative Gas Production - (BCF)




. P T o DWTI0N
S R DOYLE HARTMAN, OIL OPERATOR

: LU . Lo WIGHTS ENERGYDATA SYSTEM  RUN DATE 7/24/85  TIME 11121355 PAGE 9
B L ST LEASE NAME IDW WIMBERLEY LOCATION 244255 37E  IWIGHTS ID ¢ 30225S37E24HO0SR  FIELD - LANGLIE MATTIX 7 RVRS O GRAYMRG SR PRORATION LNIT ¢ - 16475
Mo e T T C OPER  AMERADA HESS CORP COMPLETION DATE  0/00/00  CUME DATES - LIQUID 0/69/12 CUMES - LIOUID 0 LID GATHERER
P LS ) GAS 0/69/12 GAS 944320 GAS GATHERER EL PASD NATURAL GAS COMPANY
oo T T T SELECTION
S : L FRO-TO
70-85
Lo PROIUCTION DATA
. YR MR WELLS PRODN Jan FEB AR R HAY JN A MG SEF o7 NOV DEC 8] 11D VG
I _PsiA plz
| C 0 rLow 1 1 1 1 1 1 1 1 1 1 1 1
! LIFT 0 0 0 0 0 0 0 0 0 0 0 0
M 0 DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
: oIL 0 0 0 0 0 0 0 0 0 0 ) 0 0 0 0
; WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Lo . GAS 9723 10054 9929 9254 7265 7445 8246 ne 8934 5410 884 5844 95125 1039445 w21 125 130
. 71 FLON 1 1 1 1 1 1 1 1 1 1 1 1
- LIFT 0 0 0 0 0 0 0 0 0 0 0 0
- bt DAYS 0 0 ) 0 0 0 0 0 0 ) 0 0 0 0
! oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
e WATER 0 0 ¢ 0 0 0 0 0 0 0 0 0 0 0
b 54S 6588 7219 3884 5% 10104 9879 4886 5675 5951 35 4246 &583 78900 1118345 575 126 1320
| 72 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
| LIFT 0 0 0 o o 0 0 0 0 0 0 0
- o AYS 0 0 ) 0 0 0 0 0 0 0 0 0 0 0
Ly oIL 0 0 0 0 0 0 ) 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 0 0 0, 0 0 0 0
.- . GAS 8987 7229 10273 L1490 12255 10436 9213 11630 111338 11247 10339 9867 124104 124249 10342 e 120
. ) .
‘. 73 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFY 0 0 0 0 0 0 0 0 0 0 0 0
pe DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
- oL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
UATER 0 0 0 0 0 ) 0 0 0 0 0 0 0 0
e 6AS 9512 8226 8699 8511 8304 8640 9440 8807 9513 9409 6603 9242 104906 1347355 8742 L3 b4
74 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFY 0 0 0 0 0 0 0 0 0 0 0 0
g DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oIL 0 0 o 0 0 0 0 0 0 0 0 0 0 0 0
- WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
- 0AS 8762 8078 8502 673 9240 7615 8474 7787 8360 8687 7822 1241 98421 144577 8202 98 100
¢ TS FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 ) 0
, (R 0 0 0 0 0 0 0 0 0 ) 0 0 0 0 0
: UATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
tAS N 6571 7655 6483 8143 7285 8510 8234 Copy! 7613 7443 7296 88877 1534653 7406 g3 88
p
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- WT12042
DOYLE HARTHAN, OIL OPERATOR

¢~ IMIGHTS ENERGYDATA SYSTEM  RUN DATE 7/24/85 TIME 11321155 FAGE 11
LW 1
LEASE NAME IDA WIMBERLEY LOCATION 24235 376 DWIGHTS ID ¢ 30225S37E24MO0SR  FIELD - LANGLIE MATTIX 7 RVRS O GRAYHURG SR PRORATION UNIT & - 16475
- WELL 13 :
O OPER AMERADA HESS CORP COMPLETION IATE  0/00/00  CUME DATES - LIDUID  0/49/12 CUMES - LIOUID 0 LI0 GATHERER
GAS ose912 . ts 944320 GAS GATHERER EL PASO NATURAL GAS COMPANY
(y SELECTION
" FRON-TO
70-85
(~ PRODUCTION DATA -
YR MR WELLS PRODN SN FEB HAR AR HaY JN e G SEP ot NOV DEC Y10 1 G
D pAw 1 1 1 1 1 1 1 1 1 0 1 1
- - LIFY 0 0 0 0 0 0 0 0 0 0 0 0
DR - e DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
N - o - ! oIL 0 0 0 0 (] 0 0 0 0 0 [ 0 0 0 0
WATER 0 0 0 o0 0 0 0 0 0 0 0 0 0
~ 6AS w028 4303 4753 4047 4290 4T3 4930 4347 1704 0 1400 2627 42342 1973778 3ast
. 83 FLOM 1 o 0 0 0 0 0 0 0 0 o 0
[ LIFT 0 0 1 1 0 0 1 1 1 1 1 1
DAYS 10 o o 3 0 0 3 3 30 k]| 30 3 197 b
. oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
o WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
o GAS 1393 0 512 873 0 0 806 4433 5844 5228 4408 4556 27840 2001638 3096
. L ) . . o (. s 0 0 0 0 0 0 0 0 0 0 0 0
. . N LIFY 1 1 1 1 1 1 1 1 1 1 1 1
BAYS 31 29 i » 3 30 3 3 30 i 30 30 365 30
e oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 ° 0
- . , 4 WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
. e 6AS 3961 3833 2988 2557 2827 3799 3004 3684 3649 3619 319 3200 41440 2043078 us3
OV e pLou 0 0 0 0 0 0 0 0 0 0 0 0
. LIFT ! 1 1 1 0 0 0 0 0 0 0 0
. , . o DAYS 3t 28 3 » 0 0 0 0 0 0 0 0 120 )
: : B o1l 0 0 0 0 0 0 0 0 0 0 ° 0 0 ° 0
WATER 0 0 0 0 ° 0 0 0 0 0 0 0 0 0
¢ GAS 2853 3238 432 3732 ° 0 0 0 0 0 0 0 14145 2057223 3536
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g : ’ /
T Well: T an \Nompix—e i/ g\u
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Cumulative Gas Production - (BCF)
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E |

: Well: Tpa WiMBERLY No. !/
[ Location: P‘b#l&h@l@ﬁ
LeA State:
. . ! IT . _” ”
10000 ettt ] 1 T Um.no Prod W.mmm.: Acres

l—r--i

T 2 County:

NM._
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Pressure or P/Z - (ps..)

Fleld: /apcrse MAZ71X
Operator: -f1e panA
150 Well: \LPE&%\.\\ No. [
Location: /, - N¢\| 255- ,Wmm Acres:
County: [/ =4 State: \‘\.Q\.Q\‘\m.\\&
Date Prod. Began: Type Plot: P O PIZ X
4]
350
300
22 s .
200 ’ g2
4504 et 2 /
L00 ST %%
50 : 2
S
0 .
Lo LS 22 L3 LY LS L4 L7 L8 L

290 2/ 2.2

~ Cumulative Gas Production - (BCF)
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JEFFERSON RPLACE

=2OST OFFICE BOX 2208
S,

SANTA EE. NEW MEXICO 8750!

TELEPHONE: (505) 988-442}
X

Bk

SUITE 1| - 110 NORTH GUADALUPE

TELECOFIER: (50

1985
Carrx

-

OlL CONSERVATION DIVISION
Wednesday, July 31,
ffected by the

Wemas)  EXHIBIT NO._&

truly you

L3

BEFORE EXAMINER QUINTANA

New Mexico.

W,

CASE NO.
william F.

July 22,

V\eg

the docket for the 0il Conservat

tion of Doyle Hartman for
Sv8-Lbt €861 AInF'LLBE WIoL Sy

85018
Applica
Compulsory Pooling, Lea County,

Arizona
Olson
You have an interest which may be a

Howard Olson
Post Office Box 32279
above-referenced case.

LAWYERS
Enclosed is a copy of

Division Examiner hearings scheduled for

J. SCOTT RALL
PETER N, IVES
LOURDES A. MARTINEZ
Case 8668

BRUCE D. BLACK
MICHAEL B. CAMPBELL

witlLlamM F, CARR
ERADFORD C. BERGE

JACK M. CAMPBRBELL
R.

3
.

RETURN RECEIPT REQUESTED

CERTIFIED MAIL
Phoenix,

Dear Mr.

1985.

Re

CAMPBELL & BLACK. r.A.
Mr.

1413934 NHNLIY NLSIWOQA

p 456 364 608

RECEIPT FOR CERTIFIEL Pt

NO INSUBARCE COVERAGL FROVID D
NOT FOR I TLRNATIONAL AN

\.w,....v...f.‘.w:.s.:.;
e et e e m e =

Sant to

R. Howard Olson
Street and 2,0. P
P. 0. Box 32279,
7.0, State and 2iP Coda
Phoenix, Arizona 85018

Postage 3

e i e i m o e < o PR

Certified Foa 80

Spucial Delivery Fuo

o Y

® SENDER: Complete items 1,2, 3 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, Yhe 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 tor fees and check box(es)
for service(s) requested.

1. [0 show to whom, date and address of delivery.

2. [ Restricted Delivery.

3. Article Addressed to:

R. Howard Olson
P. O. Box 32279
Phoenix, Arizona 85018

EN

B o N

4, Type of Service: Article Number

C] Registered [ tnsured

mﬁ.ﬁﬂ;&. Licoo | p 456 364 608

Always obtain signature of addressee or agent and
DATE DELIVERED, oLaee

. « v, VR

5. &2: A

X

6, Signature — Agent
X

7. Date of Delivery

7425

8. Aldresses’s Address (ONLY {f requested and fee paid)
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A.A.P.L, FORM 610-1982

MODEL FORM OPERATING AGREEMENT

'.,-I‘ -«
-

- - .
. -

R
e Tt

TR .
¥ i

BEFORE EXAMINER QUINTANA
CiL CONSERVATION DiVISION
MQLEXH!BET NQ. Z

CASE NO. ___ 8B

OPERATING AGREEMENT
DATED

April 15, 19 85 R

Doyle Hartman

OPERATOR

CONTRACT AREA SE/4 Section 27, T~23~S, R-36-F

New Mexico

Lea STATE OF

COUNTY ©R~PARISH-OF

Bradley - Etz {1

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



A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

TABLE OF CONTENTS
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OPERATING AGREEMENT

Dovle Hartman

THIS AGREEMENT, entered into by and between
hercinafter designated and

referred to as **Operator'®, and the signatory party or parties other than Operator, sometimes hereinalter referred to individually herein
as “*Non-Operator®’, and collectively as **Non-Operators®’.

WITNESSETH: .

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

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

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

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

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

B. The terms “‘oil and gas lease’, ‘‘lease’’ and ‘'leasehold’’ shall mean the oil and gas leases covering tracts of land

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

Contract Area which are owned by parties to this agreement.

. D. The term **Contract Area” shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended 1o be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests
are described in Exhibit “‘A”’.

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

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

G. The terms ‘“Drilling Party’” and ‘*Consenting Party’’ shali mean a party who agrees to join in and pay its share of the cost of

any operation conducted under the provisions of this agreement.
H. The terms ‘'Non-Drilling Party”’ and ‘“‘Non-Consenting Pasty”’ shall mean a party who elects not to participate

in a proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the

singular, and the neuter gender includes the masculine and the ferninine.

ARTICLE IL
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
A. Exhibit **A’’, shall include the following information:
(1) Identification of lands subject to this agreement,
{2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement,
{4) Oi) and gas leases and/lor cil and gas interests subject to this agreement,
(5) Addresses of parves for notice purposes.
Exhibit **B"’, Form of Lease,
Exhibit **C*’, Accounting Procedure.
. Exhibit **D"*, Insurance.
Exhibit **E’*, Gas Balancing Agreement.
Exhibit *‘F’", Non-Discrimination and Certification of Non-Segregated Facilities.

Exhibit **G"’, Tax Partnership.
H any provision of any exhibit, except Exhibits “‘E'’ and **G", is inconsistent with any provision contzined in the body

of this agreement, the provisions in the body of this agreement shall prevail.

oooERE
OMmMpOw
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ARTICLE 1L
INTERESTS OF PARTIES

A. Oil and Gas Interests:

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

B. Interests of Parties in Costs and Production:

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

forth in Exhibit **A”. In the same manner, the parties shall also own all production of oil and gas from the Contract Area subject to the
one-ejghth which shall be borne as hereinafter set forth.

payment of royalties to the extent of

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

such higher price.

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

C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royaly,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article IILB., such party so
burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any

and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

I any party should hereafter create an overriding rovalty, production payment or other burden payable out of production
anributable 10 its working interest hereunder, or if such a burden existed prior 1o this agreement and is not set forth in Exhibit A", or

was not disclosed in writing 1o all other parties prior to the execution of this agreement by all parties. or is not a jointly acknowledged and

accepted obligation of all parties (any such interest being hereinafter referred 10 as *‘subsequently created interest™ irrespective of the

uming of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafier referred

to as *‘burdened party”’), and:

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

a.nd_,

2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be
enforceable zgainst the subsequently created interest in the same manner as they are enforceable against the working interest of

the burdened parry.

ARTICLE IV,
TITLES

A. Title Examination: Title is presently being examined and a copy will be

furnished on request.

Title examination shall be made on the drillsite of any proposed well prior 10 commencement of drilling opcrauans or, if
the Drilling Parties so request, title examination shall be made on the leases andfor oil 2and gas interests included, or planned to be includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royaly, overriding
rovalty and production payments under the applicable Jeases. At the time a well is proposed, cach party contributing leases and/or oil and
gas interests 10 the drillsite, or 10 be included in such drilling unit, shall furnish to Operator all absiraces (including frderal Jease status
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the possamon of or
made available 10 Operator by the panties, but necessary for the examination of the title, shall be obuined by O;maxor.Dprralor shall
cause title 1o be examined by attorneys on' its staff or by outside attorneys. Copies of a1l title opinions shall be furmsbod 10 czrh panty

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

o
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ARTICLE IV
continued

P9 Option No. 2: Costs incurred by Operator in procuring sbstracts and fees paid outside auorneys for tile examination
(including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
hibit **A’’. Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above

functions.

Each party shall be responsible for securing curative matter and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pocling
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders,

This shall not prevent any party from appearing on its own behalf at any such hearing.

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

ticipate in the drilling of the well.

B. Loss of Title:

* . ’

arty contributing the affected lease or interest shall have ninety ays

r ton of interest from that shown on Exhibit **A"’, the p
xich acquisi

from fin termination of title failure to acquire a new lease or other instrument curing the entirety of the title failure,
tion will not be Subject to Article VIILB., and failing to do so, this agreement, nevertheless, shall continue in force as to7all remaining oi

d gas leases and intesests: and, )
(@) The party whose othand gas lease or interest is affected by the title failure shall bear alone the-efitire loss and it shall not b

entitled to recover from Operator drthe other parties any development or operatng costs which it rpaf have theretofore paid or incurred
but there shall be no additional Lability~cp its part to the other parties hereto by reason ofslch title failure;

(b) There shall be no retroactive adjustmieng of expenses incurred or revenues receiv&d from the operation of the interest which has
been lost, but the interests of the parties shall be rev on an acreage basis, as of time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or imtegest is affected e tile failure will thereafier be reduced in the Contracy
lArea by the amount of the interest lost;
{c) If the proportionate interest of the other parties hereto”in producing well theretofore drilled on the Contract Area i
pncreased by reason of the title failure, the party whose ti as failed sha eive the proceeds attributable to the increase in such inA
yerest (less costs and burdens attributable thereto) updf it has been reimbursed forynrecovered costs paid by it in connection with such

mrell;

(d) Should any person not a party +¢ this agreement, who is determined to be the owner of any interest in the title which has
failed, pay in any manner any part.ef'the cost of operation, development, or equipment, such amouit.shall be paid to the party or parties
who bore the costs which So refunded; :

{e) Any liability 46 account to a third party for prior production of oil and gas which arises by reasom™e{ title failure shall be
borne by the ¥ or parties whose title failed in the same proportions in which they shared in such prior productiag: and,
) Tharge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense ol™the interest

by any party hereta, it being the intention of the parties hereto that each shall defend title 10 its imerest and bear all expefses in

rlai
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payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein 1¢

Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of esgierest

jostfor—theprivilepeof participeting—in—the Comratt-Arcaor-becominge-party—te—thisegreement:
3. Other Losses: All losses incurred, ether—than—those—set—forh—a—asticles\-B-1—end P LB2—sbeve, shall be jaint Josses
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of

the Contract Area. -
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ARTICLE V.
OPERATOR

A. Designation end Responsibilities of Operator:

Doyle Hartman __shall be the
Operator of the Contsact Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and
required by, and within the Kmits of this agreement. It shall conduct all such operations in 2 good and workmanlike manner, but it shall
have no liability as Operator to the other parties for losses sustained or Labilities incurred, except such as may result from gross

[

negligence or willful misconduct.
B. Resignation or Removal of Operator and Selection of Successor:

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

be the basis for removal of Operator.

2. Selecion of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest

- based on ownership as shown on Exhibit **A’"; provided, however, if an Operator which has been removed fails to vote or votes only to

succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on ownersth as shown on Exhibit “*A’’ remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

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

D. Drilling Contracts:

Al wells drilled on the Contract Area shall be drilled on 2 competitive contract basis at the usual rates prevailing in the area. If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing
rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and
such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-

dependent contractors who are doing work of a similar nature.

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the__13th day of July' . ’19 85 _, Operator shall commence the drilling of a well for

oil and gas at the following location:

SE/4 Section 27, T-23-S, R-36-E

and shall thereafier continue the drilling of the well with due diligence to 8 depth sufficient to test the

Jalmat (Gas) interval.

L]
unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling xmpracncnl is en-
countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. RS

thoroughly log, but not core or '5 ' :
« all formations encountered during drilling which give indication of. ronummg oil and

Operator shall s .
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ARTICLE V1
continued

H, in Opcrator’s judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the
well as a dry hole, the provisions of Article VIE.1. shall thereafter apply.

B. Subsequent Operations:

1. Proposed Operavions: Should any party hereto desire to dsill any well on the Contract Ares other than the well provided
for in Article VLA, or to rework, decpen or plug back 2 dry hole drilled at the joint expense of all parties or a well jointly owned by all

- the parties and not then producing in paying quantities, the party desiring to dfill, rework, deepen or plug back such 2 well shall give the

other parties written notice of the proposed operation, specifying the work to be performed, the Jocation, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If a drill-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or

response given by telephone shall be promptly confirmed in writing.

X all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice
period of thirty (30) days (or as promptly zs possible after the expiration of the forty-eight (48) hour period when 2 drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or 1o complete ttle ex-
amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-

dance with the provisions hereof 2s if no prior proposal had been made.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article VI.B.1. or VIL.D.1. (Option
No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety {90) days after the expiraton of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when 2 drilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location. and if Operator ts
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator 10 perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con-

 ditions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-€ight (48) hours
{exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit **A"’ or (b) carry its proportionate part of Non-Consenting Parties’ interests, 2nd
failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on Jocztion, the time permitted for
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at fts election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Panties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall kecp the leaschold estates involved in such
operations {ree and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and sestore the surface location at their
sole cost, risk and cxpense. If any well drilled, reworked, deepened or plugged back under the provisions of this-Anticle resuls m 2 pro-
ducer of ol and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost ad risk,
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ARTICLE V]

continued

and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting P
ties. Upon commencement of operations for the drilling, reworking, decpening or plugging back of any such well by Consenting Part
in accordance with the provisions of this Article, each Non-Consenting Party shall be decmed 10 have relinguished 1o Comyenting Parti
and the Consenting Parties shall own and be entitled 10 receive, in proportion to their respective interests, all of such Neo-Consenti
Party’s interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated & the well,

market value thereof if such share is not sold, (after deducting production 1axes, excise taxes, rovalty, overriding royathy and other |
terests not excepted by Article H1.D. payable out of or measured by the production from such well accruing with respecr 1o such intere

" until 5t reveris) shall equal the total of the following:

(a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyomd the wellhe:
connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100)% of each suc
Non-Consenting Party"s share of the cost of operation of the well commencing with first production and continuing until exch such Nox
Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed @xn each No
Consentng Party’s share of such costs and equipment will be that interest which would have been chargeable to such Nen-Consentin

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

(b} 300 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing
after deducting any cash contributions received under Artcle VIIL.C., and 300 _% of that portion of the cost of newlw amuired equig

ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consentiryg Party if it ha

participated therein.

An election not to participate in the drilling or the deepening of a well shall be deemed an election not 1o participate in any re
working or plugging back operation proposed in such a well, or portion thereof, to which the initial Non-Consent election zpplied that &
conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment accout. Any suct
reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operaticn of said we!
and there shall be added to the sums 1o be recouped by the Consenting Parties one hundred percent (100%) of that poruon o the costs ¢
the reworking or plugging back operation which would have been chargeable 10 such Non-Consenting Party had it particiipzed therein. 1:
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article W13B. shall be ap-

plicable as between said Consenting Parties in said well.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share of prodection, or the
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production. severance, excise, gatlnering and other
1axes, and all royalty, overriding royaly and other burdens applicable to Non-Consenting Party s share of production nor excepted by Ar-

ticle I11.D.

In the case of any reworking, plugging back or deeper drilling operation. the Conscnting Parties shall be permuined 10 use, frex
of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unch:anged; and upor
abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for 3 such equip
ment to the owners thereof, with each party receiving its proportionate part in kind or in value, Jess cost of salvage.

Within sixty (60) days after the completion of any operation under this Article, the party conduciing the emperations for th
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connecied to the well, and a1
itemized statement of the cost of drilling, deep;ening. plugging back, testing, completing. and equipping the well for presdnaion; or, at it
option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a deiailed statemenn of monthly bill
ings. Each month thereafter, during the time the Consenting Panies are being reimbursed as provided above, the parrry ronducting thy
operations for the Conscnting Parties shall furnish the Non-Consenting Parties with an itemizd statement of all costs. and liabilities in
curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the armomt of proceed
realized from the sale of the well's working interest production during the preceding month. In determining the quandity of 6i] and g2
produced during any month, Consenting Partes shall use industry accepted methods such as, but not limited to, meneriag or periodn
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in corinection with amy such operation
which would have bevn owned by a Non-Consenting Party had it participated therein shall be credited against the total vmerurned cost
of the work done and of the equipment purchased in determining when the interest of such NonConsenting Party sh.sT :eg.::x 101 2

above provided; and if there is a credit balance, it shall be paid to such Non-Conscniing Party. -
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ARTICLE V1
continued

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automatically revert 10 it, and, from and afier such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
thesefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging
back of said well. Therealter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VI.B.2., it is agreed that*without the mutval consent of all parties, no wells shall
be completed in or produced from a source of supply from which z well located elsewhere on the Contract Area is producing, unless such

well conforms to the then-existing well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VLA,

except (a) as to Article VILD.1. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well
after it has been drilled to the depth specified in Article VI.A. if it shall thereafter prove to be a dry hole or, if initially completed for pro-

duction, ceases to produce in paying quantities.

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the pardcipating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article V1.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party’s interest as shown on Exhibit ‘*A”’ bears to the total interest as shown on Exhibit **A’"* of all Consenting Par-

ties.

4. Sidetracking: Except as hereinafier provided, those provisions of this agreement applicable to a *‘deepening’” operation shall
also be applicable to any proposal to directionally control and intentionally deviate 2 well from vertical so as to change the bottom hole
location (herein called **sidetracking””), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the notice shall, upon electing to participate, tender to the well bore owners its proportionate share {equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

{a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the initial drilling of the well down 1o the depth at which the sidetracking operation is initiated. ’

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

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on locatian. the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up 1o eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time 10 respond 1o the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each glecting par-
ty's interest as shown on Exhibit **A°" bears 10 the total interest as shown on Exhibit **A™" of all the electing parties. In al) other in-

stances the response period to 2 proposal for sidetracking shall be limited to thirty (30) days. ..

-t

C. TAXING PRODUCTION IN KIND:

/—""t:

Each party shall take in kind or scparately dispose of its proportionate share of all oil and gas produced from d)c Conmn Area,
exclusive of production which may be used in development and producing operations and in preparing and treating oﬂ and gas for
marketing purposcs and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate dup.nswuon by any
party of its proportionate share of the production shall be borne by such party. Any party taking its share of produni’o:iz}:ipa shall be

r.“-/-'—'\...-;_a.-...-sh-.- .
f . R
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continued

required 1o pay for only its proportionate share of such part of Operator's surface facilivies which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from
the Contraci Area, and, except as provided in Article VILB., shall be entitled to receive payment directly from the purchaser thereof for

its share of all production.

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil and gas produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it,
bur not the obligation, to purchase such oil and gas or sell it to others at any time and from time to time, for the account of the non-
taking party at the best price obainable in the area for such production. Any such purchase or sale by Operator shall be subject always to
the right of the owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all cil and gas
not previously delivered to a purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only for such
reasonable periods of time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event
for a period in excess of one (1) year. Notwithstanding the foregoing, Operator shall not make 2 sale, including one into intersiate com-
merce, of any other party's share of gas production without first giving such other party thirty (30) days notice of such intended sale.

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at all reasonable times. at its sole cost and risk to inspect or observe operations,
and shall have access at reasonable times to information pertaining to the development or operation thereof. including Operator s books
and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with
governmental agencies, daily drilling reports. well logs, tank 1ables. daily gauge and run tickets and reports of stock on hand at the first of
each month, and shall make available samples of any cores or cutrings taken from any well drilled on the Contract Area. The cost of
gathering and furnishing information to Non-Operator. other than that specified above. shall be charged 10 the Non-Operator that re-

quests the information.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant 1o Article VI.B.2., any well which has been
drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail 1o reply
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon
such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in
accordance with applicable regulations and at the cost, risk and expense of the parties who partcipated in the cost of drilling or deepening
such well. Any party whe objects to plugging and abandoning such well shall have the right to take over the well and conduct further

operations in search of oil and/or gas subject to the provisions of Article VLB.

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a
producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
be plugged and abandoaed in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within
thirty (30) days afier receipt of notice of the proposed abandonment of any well, all parties do not agree 1o the abandonment of such well,
those wishing 10 continue its operation from the interval(s) of the formation(s) then open to production shall tender 10 each of the other
parties its proportionate share of the value of the well’s salvable material and equipment, determined in accordance with the provisions of
Exhibit **C"", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and
material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in-
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oi} and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for 2 term of one (1) year and so long thereafter as oil and/for gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit

-8 alternate:
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"*B"". The assignments or leases so limited shall encompass the **drilling unit"* upon which the well is located. The payments by, and the
assignments or Jeases to, the assignees shall be in 2 ratio based upon the relationship of their respective percentage of participation in the
Contract Asea to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no read;ustmem of
interests in the remaining portion of the Contract Area.

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

visions hereof.

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

VLE

ARTICLE VIL \
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The hability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and
shall be Liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the parties in Article VILB. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor
shall this agreement be construed as creating, 2 mining or other partnership or association, or to render the parties liable as partners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
of oil andlor gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon
at the rate provided in Exhibit *‘C"". To the extent that Operatcr has a security interest under the Uniform Commercaal 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-

_taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the Lien

rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share
of expense, Operator shall have the right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from
the sale of such Non-Operator’s share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Operator’s written staiement concerning the amount of any default. Operator grants a like lien

and security interest 1o the Non-Operators to secure payment of Operator’s proportionate share of expense.

If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by
Operator, the nondefauhting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that
the interest of each such pzrt_v: bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain
reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

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

showing expenses incurred and charges and credits made and received,

Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for jts share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay 10 Operator its proportionate share of such estimate within
fifieen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, the amount
due shall bear interest as provided in Exhibit **C"" until paid. Proper adjustment shall be made monthly between advances and actual ex-

pense 1o the end that each party shall bear and pay its proportionate share of actual expenses incurred, and ro more. ne

-
- . - - 1)
D. Limitation of Expenditures: -i..'
A .

. 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or decpened, except any well dritled or‘.d;('pcncd
_— L~
pursuant to the provisions of Article V1.B.2. of this agreement. Consent to the drilling or decpening shall mcludt
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Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice
10 the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight
(48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect 1o participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
cluding necessary tankage andfor surface facilities. Failure of any party receiving such notice 1o reply within the period above fixed shall
constitute an election by that party not 1o participate in the cost of the compleion attempt. If one or more, but less than all of the parties,
; *‘reworking, deepening or plugging
back™* as contained in Article VI.B.2. shall be deemed to include **completing’*) shall apply to the operations thereafter conducted by less

than all parties.
-

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except 2 well reworked or

plugged back pursuant to the provisions of Article V1.B.2. of this agreement. Consent 1o the reworking or plugging back of a well shall
include all necessary expenditures in conducting such operations and completing and equipping of said well including necessary tankage

and/or surface facilities.

3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated
to require an expenditure in excess of __Fifteen thousand Dollars (3_1,000.00 )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required
to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other
parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting

an information coBy thereof for any single project costing in excess of __Five thousand
Dollars ($ ) but les§ than the amount first set forth above in this paragraph.

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

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the
pasty or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease to this agreement, such parties may designate one of such parties 10 make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-

visions of Arucle IV.B.2.

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or retuvm 10 production .
of 2 producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payvments of any shut-in well pa)ment
shall be borne jointly by the parties hereto under the provisions of Article IV.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shali render for ad valorem taxation all property
subject 1o this agreement which by Jaw should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (10 include, but not
be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outsianding excess royalties, over-
riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure 1o the benefit of the owner or
owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
tion. If the ad valorem taxes are based in whole or in part upon separate 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. Operator shall bill the other parties for their proportionate shares of all tax payments in

the manner provided in Exhibit *‘C™".

-

If Opesator considers any tax assessment improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest 1o a final determination, unless all parties agree 10 abandon the protest prior 10 final deter-
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any
interest and penalty. When any such protested assessment shall have been finally determined. Operator shall pay the ux for the joint ac-
count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid bythcm as

provided in Exhibit **C"".

e
Tl k2
Each party shall pay or cause to be pmd all produciion, severance, excise, gathering and other taxes imposed uponor.with,respect to
the production or handling of such party’s share of ol andlor gas produced under the terms of this agreement. ,/ ( 3y v :
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G. Insurance;

At all times while operations are conducted hercunder, Operator shall comply with the workmen's compensation law of
the state where the operations are being conducted; provided, however, that Operator may be 2 sell-insurer for liability under said com-
pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit **C"*, Operator shall
also carry or préwidc insurance for the benefit of the joint account of the parties as outlined in Exhibit '*D™*, attached to and made a part
hereof. Operator shall require all contraciors engaged in work on or for the Contract Area 10 comply with the workmen's compensation
law of the state where the operations are being conducted and to maintain such other insurance as Operator may require.

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

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:-

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

or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the 1and covered thereby, such
lease to be on the form attached hereto as Exhibit *“B"’. Upon such assignment or lease, the assigning party shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well
auributable thereto, and the assigning party shall have no further muerest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any Jease made under the terms of this Article. The party assignee or lessce shall pay to the
party assignor or lessor the reasonable salvage value of the latter’s taterest in any wells and equipment atuributable to the assigned or leas-
ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit **C™", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor’s, lessor’s or surrendering
party’s interest as it was immediately before the assignment, lease or surrenderin the balance of the Contract Area; and the acreage
assigned, leased or surrendered. and subsequent operations therean, shall not thereafter be subject to the terms and provisions of this

agreement.

B. Renewa! or Extension of Leases:

If any party secures a renewal of any oil and gas lease subject 10 this agreement, all other parties shall be notified promptly, and
shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the
renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such Jease within the Contract Area, which shall be in proportion 1o the

interests held at that time by the parties in the Contract Area.

If some, but less than all, of the parties elect 1o participate in the purchase of a renewal lease, it shall be owned by the parties
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
10 the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall not be subject 10 this agreement.

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

by the acquiring party.

The provisions of this Article shall apply 1o renewal leases whether they are for the entire interest covered by the expiring lease
or cover anly a portion of its area or an interest therein. Any renew-al lease taken before the expiration of its predecessor lease, or taken or
contracted for within six (6) months afier the expiration of the existing lease shall be subject to this provision; but any lease taken or con-
tracted for more than six (6) months after the expiration of an existzng lease shall not be deemed a renewal lease and shall not be subject to

the provisions of this agreement. :
* 4

-

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

C. Acreage or Cash Contributions: r-’

L .

While this agreement is in force, if any party contracts for & conuibution of cash towards the drilling of & well or zﬁy other
operation on the Contract Area, such contribution shall be paid tor the party who conducied-the dn’lli_ng or other o'pcrat'ioh_'zhd’s?}aﬁ be
applied by it against the cost of such drilling or other operation. If the contribution br in the form of acreage, the party 16 whom the con-
tribution is made shall promptly tender an asignment of the acreape, without warranty of title, 10 the Drilling Partics n the proportions
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said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, 1o the extent possible, be

governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contributions
it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall also be applicable 10 op-

tional rights 10 earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area,

If any party contracts for any consideration relating 1o disposition of such party's share of substances produced hereunder, such
consideration shall not be decmed 2 contribution as contemplated in this Article VIIL.C.

D. Maintenance of Uniform Interest:

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

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

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

- H, at any time the interest of any party is-divided among and owned by four or more co-owners, Operator, at its discretion, may
require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
and approve and pay such party’s share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
party’s interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right 1o enter
into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract

Area and they shall have the right to receive, separately, payment of the sale proceeds thereof.

E. Waiver of Rights to Partition:

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

nierest therein.

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association
for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or collective, or that this agreement and operations hereunder shall not constitute a partmership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a parmership, each party hereby affected elects 10 be excluded
from the application of ali of the provisions of Subchapter **K**, Chapter 1, Subtitle **A"", of the Internal Revenue Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the repulations promulgated thereunder. Operator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
evidence of this election, each such panty shall execute such documents and furnish such other evidence as may be requiréd by the
Federal Internal Revenue Service or 2s may be necessary to evidence this election. No such party shall give any notices or take any other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contraat
Area is located or any future income tax laws of the United Staies contain provisions similar 10 those in Subchapter ‘K™, Chapter 1,
Subtitle **A**, of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Code'is pet-
mitted, cach party hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing elec-

tion, each such party states that the income derived by such party from operations hereunder can be adequately determined without the
computation of partnership taxable income. 7 .-'—: ;

.12



.

0O O WVDd WN -

I S S S
VDWW N OO

AboSD
RO R R RN S RN RN RNNNE RS

o [ N~ N VANV IRV IV |
uiwungomuovxmsggsgﬁga

S3&3 R

A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations bereunder d the expenditure
does not exceed Ten thousand _Dollars
(s..10,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the operation from which the claim or suit arises. if a claim is made against any party or if any party is
sued on account of any maner arising from operations hereunder over which Such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any. other claim

or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

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

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

The requirement that any force majeure shall be remedied with all reasonable dispaich shall not require the settlement of strikes,
Jockouts. or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely

within the discretion of the party concerned.

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

not reasonably within the control of the party claiming suspension.

ARTICLE XII.
NOTICES

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

ARTICLE XIII.
TERM OF AGREEMENT

This agreement shall remain in full force and effect as 10 the cil and gas leases andlor oi} and gas interests subject hereto for the
period of time selected below; provided, however, no party hereto shall ever be construed as having any right. title or interest in or to any
Jease or oil and gas interest contributed by any other party beyond the term of this agreement.

3 Option No. 2: In the event the well described in Article VLA, or any subsequent well drilled under any provision of this
agreement, results in production of oil andlor gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of production, and for an additional period of __90 _ days from cessation of all production; provided,
however, if, prior to the expiration of such additional period, one or more of the pariies hereto are engaged in drilling, reworking, decpen-
ing. plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the cvent the
well deseribed in Article VLA, or any subsequent well drilled hereunder, results in 2 dry hole, and no other well is producing, or capable
of producing oil andlor gas from the Contract Ares, this agreement shall terminate unless drilling, deepening, plugging back of rtv.ork

ing operations are commenced within days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not rthcvc any party hereto from any Lability nh»ch has

accrued or attached prior to the date of such termination,

-13.
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. laws, Regulations and Orders:

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

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

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

shall govern.

C. Regulatory Agencies:

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

ung or adjacent to the Conrract Area.

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

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the **‘Crude Oil Windfall Profit Tax Act
of 1980, as same may be amended from time to time (**Act™"), and any valid regulations or sules which may be issued by the Treasury
Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information
which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act.

ARTICLE XV,
OTHER PROVISIONS

A. Creation of Subsequent Interest
Notwithstanding the provisions of Article VIII. D, hereof, the parties hereto
agree that if any party shall hereafter create any Overriding Royalty,
Production Payment, or other burden against its working interest production
and if any party or parties shall conduct non-consent operations pursuant
to any provision of this agreement, and, as a result, become entitled to
receive the working interest production otherwise belonging to the
non-participating party, the party or parties entitled to receive the
working interest production of the non~participating party shall receive
such production free and clear of burdens against such production which may
have been created subsequent to this agreement. In this regard, any such
interest which may have been created subsequent to this agreement shall
ipso facto terminate and vest in the consenting parties.

B. Hearings Before Regulato:y Agencies
All costs and expenses incurred in connection with the employment of counsel

and/or technical experts for the purpose of preparing for and conducting any
hearing before any State Regulatory Agency are hereby authorized and shall
be charged to the jolnt account as an item of operating expense, 1In the
case of a Forced Pooling action, such costs and expenses shall be born-and
paid by the party or parties who have previously agreed to share same dr
whose interest is increased as a result of such action. Such costs and
expenses shall be born on the basis of the relative participation of sﬁch
parties as set forth on Exhibit YAY,

C. Natural Gas Price Rules

1. Operator shall file all Applications for Determination of Pricé‘CEfégiry
required by the Natural Gas Policy Act (NGPA). Operator shall/glvg/'otice
of the filing of such Applications to all Non-Operators. If for any
reason the Application for Determination of Price Category filed by the

Operator is unsatisfactory to a Non-Operator, then such Non-Operatdr shall
-14-



notify Operator of hie dissatisfaction and the reasons therefore.

If Operator and the dissatisfied Non-Operator are unable to reach an
agreement as to the disputed Application for Determination of Price
Category, then, if allowed by the appropriate jurisdictional agency
such Non-Operator may file a separate application for Determination of
Price Category. The Non-Operator shall mail a copy of this application
to Operator and to all Non-Operators in the Contract Area.

Operator is hereby authorized to make any and 2ll filings under the NGPA
which can be made on behalf of the Non-Operators under the NGPA and the
regulations promulgated thereunder. Sadd filings shall include, but

not be limited to, "interim collection" filings under Part 273 of the
regulations implementing the NGPA.

Operator is authorized to employ counsel and techmical experts which, in
the Operator's discretion, are reasonably necessary for the preparation
of any and all NGPA filings. All costs incurred in the employment of
such counsel and technical experts shall be deemed a cost and expense
incurred in the operation of the Contract Area and shall be charged to
the joint account as an item of operating expense.

-15-
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MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and 10 their respective heirs, devisees,

legal representatives, successors and assigns.

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

IN WITNESS WHEREOF, this agreement shall be effective as of _

15th  day of

July 19 85

OPERATOR

-
h

Doyle Hartman

NON-OPERATORS

Ashland Exploration, Inc.

By:

HCW Income Properties, Inc.

By:

Rufus Gordon "Pete" Clay Trust
dated 9-1-79

By:

Barton Brothers Land & Royalty Company

By:

Co-Trustee

3

Co-Trustee

Margaret Clay Couch Trust
dated 9-1-79

By:

ARCO 0il & Gas Company

By:

Cities Service 0il & Gas Corporation

By:

Co-Trustee

By:

Co-Trustee

Evelyn Clay O'Hara Trust
dated 9-1-79

By:

Co~-Trustee

Co~Trustee

~16-
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EXHIBIT “A"

Attached to and made a part of the Operating
Agrecement dated April 15, 1985
and covering SE/4 Section 27, T-23-S, R-36-E

County, New Mexico between DOYLE HARTMAN as
Operator and Ashland Exploration, Inc. et al

as Non-Operators.

1. a) Lland Subject to Agreement

SE/4 Section 27, T-23-S, R-36-E

b) Depth Limitations

From the surface to the base of the Jalmat (Gas)

formation.

c) Drilling (Proration) Unit for Initial Test

I1. Percentages of Intersts and Addresses of Parties*

Doyle Hartman 8.854375

Ashland Exploration, Inc. 1.562500
P.0. Box 218330

Houston, Texas 77218

Attn: Mr. Frank Hayes

Barton Brothers Land & Royalty 3.906250
P.0. Box 968

Hobbs, New Mexico 88240

Attn: Mr. Roy G. Barton, Jr.

Cities Service 0il and Gas Corporation 37.500000
P.0. Box 1919

Midland, Texas 79702

Attn: Mr. E. F. Motter

ARCO 0il & Gas Company 7.551875
P.0. Box 1610
Midland, Texas 79702

HCW Income Properties 6.431875
P.O. Box 10585

Midland, Texas 79702

Attn: Mr. James C. Brown

Mr. James C. Brown 0.338750
P.0. Box 10585
Midland, Texas 79702



EXHIBIT "A" (Cont'd)

Rufus Gordon "Pete" Clay Trust 9.930625
c/o MBank

P.0. 910

Fort Worth, Texas 76101

Margaret Clay Couch Trust . 9.930625
c/o MBank

P.0. 910

Fort Worth, Texas 76101

Evelyn Clay O'Hara Trust 9.930625
c/o MBank

P.0. 910

Fort Worth, Texas 76101

Management Trust Company 4.062500
P.0. Box 105621 ’
Midland, Texas 79702

100.000000

* These interests may be revised as soon as our attorney submits his
title opinion.
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: ) OIL & GAS LEASE

THIS AGREEMENT mads this day of ' "% , between

of -
[ {Post Oftice Address)

herein called lessor (whether one or more) and

1. Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and ot the royaities herein provided and of the ag of the |
herein contained, hereby grants, leases and lets exciusively unto lesses for ths purpose of investigating, exploring, prospecting, drilling, and operating for and producing oli and gas, injec-
© ting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing oil, buliding tanks, roadways, teiephone lines, and other structures and things thereon to produce, save,

take care of, treat, process, store and transport sald minerals, the following described land in County, New Mexico, lo-wlt:
-— - -

Said land is estimated to comprise acres, whether it actually comprises more or iess.

2. Subject to the other provisions herein contained, thia lease shall remain in force for a term of years from this date (calied “primary term'’) and as
long thereatter as oll or gas is produced from said land or from land with which said land is pooled.

3. The royaities 10 be pald by leasee are: (a) on oll, and other liquid hydrocarbons saved at the well of that produced and saved from said tand,
same to be delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected; (b) on gas, including casinghead gas or other gaseous substancs produced
from said land and used off the premises or used In the manutacture of gasoline or other products, the market vatue at the well of of the gas used,
provided that on gas sold on or off the premises, the royalties shall be of the amount realized from such sale; (c) and at any time when this lease is

not vaiidated by other provisions hereof and there Is & gas and/or condensate well on said iand, or land pooled therewith, but gas or condensate is not being so sold or used and such well is
shut in, either before or after production therefrom, then on or betore 80 days after said well is shut in, and thereafter at annual intervals, lessee may pay or tender an advance shut-in royalty
equal tc $1.00 per net acre of lessor's gas acreage then held under this lease by the party making such payment or tender, and so long as said shut-in royalty is paid or tendered, this lease
shall not terminate and it shall be considered under all ciauses hereof that gas is being produced from the leased premises in paying quantities. Each such payment shall be paid or tendered
to the party or parties who at the time of such payment would be entitied to receive the royalties which would be paid under this lease f the weall were In lact producing. The payment or
tender of royaltiés and shut-in royaities may be made by check or draft. Any timely payment or tender of shut-in royaity which is made in a bona fide atlempt to make proper payment, but
which is arroneous in whole or in part as to parties or amounts, shali nevertheless be sufficient to prevent termination ot this lease in the same manner as though a proper payment had been
made if tessee shail correct such emor within 30 days after lessee has received written notice thereof by certified mail from the party or parties entitied to receive payment together with such
written instruments (or cerlitied copies thereof) as ars necessary to enable lessee to make proper payment. The amount tealized from the sale of gas on or off the premises shali be the price
established by the ges sales contract entered into In good falth by iesses and gas purchaser for such term and under such conditions as are customary in the industry. "' Price” shall mean the
net amount recaived by lessee after giving effect to applicable regulatory orders and after appliication of any applicable price adjustments specified in such contract or regulatory orders. in
the event lessee compresses, treats, purifies, or dehydrates such gas (whether on or off the leased premises) or transports gas of! the leased premises, lessee In compuling royalty
hereuncer may neduct from such price a reasonable charge for each of such functions performed.

4. This is a paid-up lease and tessee shall not be obligated during the primary term hereof to commence or continue any operations of whatscever character or to make any payments
hereunder in order to maintain this lease in force during the primary term; however, this provision is not Intended to relieve lessee of the obligation to pay royalties on actuat production pur-
suant to the provisions or Paragraph 3 hereof.

§. Lessees is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by It or any part or horizon thereof with any other land, leases, mir.eral
estates or parts thereof for the production of oil or gas. Units pooled hereunder shali not exceed the standard proration unit fixed by law or by the Qil Conservation Division of the Energy and
Minerals Department of the State of New Mexico or by any other lawful authority for the pool or area in which sald land is sltuated, plus a tolerance of ten percent, Lessee shall file written
unit designations in the county in which the premises.are iocated and such units may be designated from time to time and either before or atter the completion of welis, Drilling operations
on or production from any part of any such unit shatl be considered for all purposes, except the payment of royaity, as operations conducted upon or production from the land described in
this lease. There shail be allocated to the land covered by this lease included in any such unit that portion of the totatproduction of pooted minerats from wells in the unit, atter deducting any
used in lease or unit operations, which the net olt or gas acreage in the land covered by this lease included in the unit bears to the tota! number of surface acres in the unlt. The production so
allocated shail be considered for alt purposes, including the payment or detivery of royalty, to be the entire production of pooled minerals from the portion of said land covered hereby and in-
cluded in said unit in the same manner as though produced from sald land under the terms of this iease. Any pooted unit designated by lessee, as provided herein, may be dissoived by
lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry hole or the cessation of production on said unit,

8. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but iessee has commenced operations for drilling or reworking thereon, this lease
shall remain In force so long as operations are prosecuted with no cessation of more than 60 consecutive days, whether such operations be on the same well or on a ditferent or additiona!
well or wells, 818 If they result In the production of oll or gas, so long therafter as ol) or gas Is produced from said land. }f, after the expiration of the primary term, all wells upon said land
should become incapabie of producing for any causs, this lease shall not terminate It lessea commences operations far additional drilling or for reworking within 60 days thereafter. !f any
driliing, additiona! drilling, or reworking operations hereunder result In production, then this lease shall remain in full force so long thereafter as oil or gas is produced hereunder.

7. Lessee sha!l have free use of oll, gas and water from said land, except water from lessor's welis and tanks, for ali operations hereunder, and the royalty shall be computed atter deduc-
ting any 80 used. Lessee shall have the right at any time during or atter the expiration of this lease to remove alt property and fixtures placed by lessee on said land, inciuding the right to
draw and remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 f1.)
of any resigence or barn now on said land without lessor's consent. Lessor shall have the priviiege, at his risk and expense, of using gas from any gas weli on said iand for stoves and Inside
lights in the principal dwelling thereon, out of any surpius gas not needed for operations hereunder.

8. The rights of either party hereunder may be assigned in whole or.in part and the provisions hereo! shall extend to their heirs, executors, administrators, successors and assigns; but no
change in the ownership of the land or in the ownership of, or rights to receive, royaities or shut-in royalties, however accomplished shatl operate to enlarge the obligations or diminish the
rights of lesses; and no such change or division shail be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mali at lessee's principal place of
business with acceptable instruments or certified copies thereof constituting the chain of titie from the originai lessor. if any such change in ownership occurs through the death of the
owner, iessee may, at its option, pay or tender any royaities or shut-in royaities in the name of the deceased or to his estate or to his helrs, executor or administrator until such time as iessee
has besn furnished with evidence satisfactory to lessee as to the persons entitied to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment,
reiieve and discharge lessee of any obligations hereunder and, if lessee or assignee of part or parts hereof shall fail or make default in the payment ot the proportionate part of royality or shut-
In royaity due from such lessee or assignee or tail to comply with any of the provisions of this lease, such default shali not aftect this lease insofar as it covers a part of said lands upon which
jessee of any sssipnse thero! shali properiy comply or make such payments.

§. Shouid leasee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or
gas hereunder by reason of scarcity of inabllity to obtain or use equipment or materiai, or by operation of force majeure, or by any Federal or state law or any order, rule or regulation of
govermentmental authority, then while 8o prevented, iessee’s duty shail be suspended, and lessee shali not be liable for tailure to comply therewith; and this lease shall be extended whiie
and so long as lessee Is prevented by any such cause from conducting driliing or reworking operations or from producinp oil or gas hereunder; and the time while iessee is so prevented shail
not be countec against lessee, anything in this lease to the contrary notwithsianding.

10. Lessor hereby warrants and agrees to defend the title to said lang and agrees that leasee at its option may discharge any tax, mortgage or other lien upon said land, and in the event
lessee does so it shal! be subrogated to such lien with the right to enforce same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of
leasee’s rights under the warranty, If this lease covers a less interest in the ol! or gas in a)i or any part of said land than the entirg and undivided fee simple sstate (whether iessor's interest is
herein speclfied or not) then the royalties, shut-in royalty, and other payments, If any, accrulng trom any part as to which this lease covers less than such full interest, shall be pald only in the
proportion whch the Interest therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein. Should any one or more of the parties named above as lessors
fali to exscute this lease, it shall nevertheiess be binding upon the party or parties executing the same.

11. Lesses, [ts or his successors, heirs and assigns, shatl have the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, successors, and assigns by delivering
or mailing a release thereof 1o the lessor, or by placing s release thereof of record in the county in which said land I8 situsted; thereupon lessee shall be relleved from all obligations, express-
eC or Implied, of this agreement a8 10 acreage 80 surrendered, and therafter the shut-in roya!ty payable hereunder shall be reduced In the proportion that the acreage covered hereby isreduc-
ed by said release or reieases.

Executed the day and year tirsi above written.
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EXHIBIT " ¢

Attached to and made a part of _the_Operating Agreement dated
April 15 1985 and covering the SE/4 Section 27,
T-23-S, R-36-E, Lea County, New Mexico between DOYLE HARTMAN
as Operator and ASHLAND EXPLORATION, INC. ET AL as Non-Operators.

ACCOUNTING PROCEDURE ~
JOINT OPERATIONS

‘1. GENERAL PROVISIONS

Definitions

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

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

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

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

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

“Parties™ shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a fleld operat-
ing capacity.

“Technical Employees” shall mean those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-

tions and problems for the benefit of the Joint Property.
“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-

arately identified and fully described in detail.

Advances and Payments by Non-Operators

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. Operator shall adjust each monthly billing

to reflect advances received from the Non-Operators. prime rate plus 1.25%
Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after recexpt If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of per

annum or the maximum contract rate permitted by the applicable usury laws in the state in whxch 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.

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct-
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be true and correct afler twenty-four (24) months {following
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes
writien exception thereto and makes claim on ‘Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V.

Audits

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to
conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Opera-
for. Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless agreed

to by the Opecrator.

. Approval by Non-Operators

Where an approval or other agreement of the Parhes or Non-Operators is expressly requxred under other sec-
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains

no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and
the agreement or approval of a majority in interest of the Non-Operators shall be conlrollmg on all Non-Opera-

tors.

—_ —



e | ——IN

- {3) Salaries and wages of Technical Employees directly en;p

II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:
1. Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.

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

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

loyed on the Joint Property if such charges are

excluded from the Overhead rates. .

B. Opecrator'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 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion II. .

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section IL

3. Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's }abor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator's _actual
cost not to exceed twerty—poro %) twenty-six percent (26%) or gercent most recently
ﬁgﬁgfﬁ)ended by the Council of Petroleum Accountant Society of North America.

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

plus stocks shall be avoided.

5. Transportation

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-

tions:

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties., gxcegﬁ.as s_ge_ac:_ific;ally authorized by Article XV A.1l. of the Operating

B. ‘??ESF&S?E\«&%% }scpnove&§0 pelrg}oﬁ"sl'i'aF&to%EP%q'other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed (o by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Partjes.

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges.

6. Services
The cost of contract services, equipment and utilities provided by outside sources, except services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professional consultant services and con~
tiract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consuliant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by

the Parties.

7. Equipment and Facilities Furnished by Operator
A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (85%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area

of the Joint Property.
B.. In lieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 205;. For automotive equipment, Operator may elect to use rates

published by the Petroleum Motor Transport Association.

8. Damages and Losses to Joint Property
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or Josses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's
gross negligence or willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereof has been received by Operator,

9. Legal Expense
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 resulting from operations under the agreement or
necessary 1o protect or recover the Joint Property, except that no charge for services of Operator's legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to be covered by the overhead provisions of Section III unless otherwise agreed to by the

Parties, except as provided in Section I, Paragraph 3.
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11.

1

il

A'.ll taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties.. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men's Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that ewent, Operator shall include a charge at Operator's

cost not to exceed manual rates.

Other Expenditures

Any ot}'xer .expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

III. OVERHEAD

Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall'charge
drilling and producing operations on either: '
(X ) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 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 plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.

il. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall () shall

not ( X) be covered by the Overhead rates.

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

Drilling Well Rate $ $5,500
Producing Well Rate $ $550 _

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

(a) Drilling Well Rate

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs {irst, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or mare shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive

days.

(b) Producing Well Rates .

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

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

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to-a per-
manent sales outlet,

[4) A one-well charge may be made for the month in which plugging and abandonment operations
are completed on any well i

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

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agrecment to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly carnings of
Crude Pectroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
cquivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be

the rates currently in use, plus or minus the compuied adjustment,
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B. Overhead -~ Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:

(a) Development

Percent ( %) of the cost of Development of the Joint Property exclusive of costs
- provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating

_—— . _Percent ( %) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-

eral interest in and to the Joint Property. -
(2) Application of Overhead - Percentage Basis shall be as follows:
For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted 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. o
ompensate Operator for overhead costs incurred in the construction and installation of fixed assets -
pansion ixed assets, and any other project clearly discernible as a fixed asset required for th opment and
operation of the Jonrt erty, Operator shall either negotiate a rate prior to the beginpi construction, or shall
charge the Joint Account for ead based on the following rates for an jor Construction project in excess
of $ :
A __ ¢, of total costs if such costs are more=%x but less than $ ; plus
B. _ % of total costs in exceg an $1,000,000; plus
C. % of total ¢ T excess of $1,000,000.
Total cost s an the gross cost of any one project. For the purpose of this paragraph, onent parts
of +r1gle project shall not be treated separately and the cost ofdrilling and workover wells shall be ex .

3. Amendment of Rates

The Cverhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive,

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material mayv be supplied by the Non-Operator. Operator shall make timely disposition
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agreed to by the Parties.

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case
of Material found to be defective or returned to vendor for any other reason, 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 bases exclusive of cash dis-
counts:

A. New Material (Condition A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on dale of movement on a
maximum carload or barge load weight basis, regardless of guantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property

where such Material is normally available.
(2) Line Pipe

(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-

mally available.
(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section IV.

(3) Other Material shall be priced at the current new price, in effect at date of movemen{, as listed by a reliable
supply store or f.0.b. railway receiving point nearest the Joint Property where such Material is normally
available.

B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:

(1) Material moved to the Joint Property
(a) At seventy-five percent (759 ) of current new price, as determined by Paragraph 2A of this Section IV,

(2) Material moved from the Joint Property
(a) At seventy-five percent (755 ) of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally charged to the Joint Account as new Materizal, or
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(b) at sixty-five percent (65% ) of current ncw price, as determined by Paragraph 2A of this Section
1V, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
‘cent (759:) of current new price.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1)'_Condition C
Material which is not in sound and servicecable condition and not suitable for its original function until
after reconditioning shall be priced at {ifty percent (50%:) of current ncw price as determined by Para-

. graph 2A of this Section IV. The cost of reconditioning Shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material
is not equivalent to that which would justify a price as provided above may be specially priced as agrecd to by
the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-

dered by such Material.

E. Pricing Conditions
(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in leu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II.
(2) Material involving erection costs shall be charged at applicable percenlage of the current knocked-down
price of new Material. :

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes
or other unusual causes over which the Operator has no control. the Operator may charge the Joint Account for the
required Material at the Operator's actual cost incurred in providing such Material. in making it suitable for use,
and in moving it to the Joint Property: provided notlice in writing is furnished to Non-Operators of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share

of such Material suitable for use and acceptable to Operator.

Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished. In case of deféctive Material, credit shall not be passed 1o the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES
Operator shall maintain detailed records of Controllable Material.

Pcriodic Inventories, Nolice and Representation

At rcasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Materjal.
Wrilien notice of intention to take inventory shall be given by Operator at Jeast thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
1o be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories

‘ Reconciliation of a physical invéntory with the Joint Account shall be made, and a list of overages and shortages

shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

Expense of Conducting Periodic Inventories
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the
Parties.



EXHIBIT "D"

Attached to and made a part of the
Operating Agreement dated
April 15, 1985and covering SE/4

Section 27, T-23-5, R-36-E
County, New Mexico between DOYLE HARTMAN

as Operator and Ashland Exploration,
Inc. et al

as NonsOperators

Operafor, at all times while operations are conducted hereunder,
shall carry, and require its contractors to carry imsurance to indemnify,
protect and hold the parties hereto harmless as follows:

1. Insurance which shall comply with the Workmen's Compensation,
Employers Liability and Occupational Disease laws of the State
in which operations hereunder are cénducted;

2. Comprehensive general liability insurance with limits of not
less than:

A. Bodily Injury:
$500,000 per person and $500,000 for each occurrence
and,

B. Property Damage:
$250,000 for each occurrence and SSO0,000 in the
aggregate,

3. Automobile 1liability insurance with limits of not less than:
A. $250,000 per person and $500,000 per accident pertaining

to bodily injury to, or death of persoms; and,
B. $100,000 per accident pertaining to loss of, or damage
to, property.

4, Commercial Umbrella Excess Liability: $15,000,000 per incident

and annual aggreate.,

Upon successful completion of first well, all premiums paid on such
insurance shall be charged to the joint account. Except by mutual
consent of the parties, no other imsurance shall be maintained for the
joint account, and all losses not covered by such insurance shall be
charged to the joint account. ..

Operator shall not be Liable to Non—Operator(S) for loss suffered
on account of the insufficiehcy of insurance carried, or of the insuror
with whom carried, nor shall Operator be liable to Non-Operator(s) for
any loss accruing by reason of Operator's inability to provide or maintain
the insurance above mentioned; ‘providéd, however, that if at any time
druing the life of this agreement Operator is unable to obtain.or maintain

such insurance, Operator shall promptly notify Non-Operator(s) of such

fact,



EXHIBIT “E"

GAS BALANCING AGREEMENT

ATTACHED to and made a part of that certain
Operating Agreement dated April 15, N

19 85 , by and between DOYLE HARTMAN, Operator,
and Ashland Exploration, Inc. et al

N » Non-QOperators.

1. During the period or periods when any party hereto has no
market for, or its purchaser is unable to take, or if any party fails to
take its share of the gas, the other parties shall be entitled to pro-
duce each month one hundred percent (100%) of the allowable gas produc-
tion assigned to the Contract Area by the appropriate governmental
entity having jurisdiction. All parties hereto shall share proportion-
ately in and own liquid hydrocarboms recovered with the gas by lease”
equipment and shall pay their share of current operating expenses in

"accordance with the provisions of the Operating Agreement to which this
Exhibit is attached. Each party taking gas shall own all of the gas
delivered to its purchaser, Each non-taking party shall be credited
with gas in storage equal to its share of the gas produced, less its
‘'share of gas used in lease operations, vented or lost.

2. Each party taking gas shall furnish Operator a monthly state-
ment of gas volumes taken. Operator shall maintain a current account of
the gas balance between the parties and shall furnish all parties hereto
monthly statements showing the total quantity of gas produced, used in
operations, vented or lost, and the total quantity of liquid hydrocar-

bons recovered.

3. After notice to QOperator, any party with gas in storage may
begin taking or delivering its share of the gas produced. 1In additiom
to its share, each party , until it has recovered its gas in storage and
balanced its gas account, shall be entitled to take or deliver a volume
of gas equal to twenty-five percent (25%) of each over-produced party's
share of gas produced. If more than one party is entitled to the addi-
tional gas produced, they shall divide such additional gas in accordance
with their relative percentages of participation as set forth on Exhibit

"A“ R

4, In the event production of gas shall permanently cease prior
to the time the accounts of the parties have been balanced, a complete
balancing shall be accomplished by a money settlement. Such settlement
shall be based upon the actual price or prices received by each over-
produced party for its share of gas produced or sold and shall be ap-
plied to reduce prior deficits in the order of accrual of such deficits.

5. At all times while gas is produced from the Contract Area each
party shall make appropriate settlement of all royalties, overriding
royalties, and other payments out of or in lieu of production for which
it is responsible, im accordance with the provisions of Article VII. E.
of the Operating Agreement to which this Exhibit is attached, as if each
party were taking or delivering to a purchaser 1its share, and its share

only, of such gas production.

6. The Operator, at the request of any party, may produce the
entire well stream, 1f necessary, for & deliverability test not to
exceed seventy-two (72) hours duration under such requesting party's gas

sales contract,

7. Each party producing and/or delivering gas to its purchaser
shall pay or cause to be paid any and all production taxes due on such

gas.,

8. The provisions of this Agreement shall be separately appli-
cable and shall constitute a separate Agreement as to each well (or
proration unit) and each reservoir to the end that production from one
reservoir may not be utilized for the purpose of balancing underproduc-

tion from any other reservoirs.
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ARTICLE XVI.
MISCELLANEOUS

This agreement shall be binding upon and shall inure 10 the benefit of the parties hereio and 10 their respective heirs, devisers,

1

2

3

4

p) legal 1epresentauves, successors and assigns.
6

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

9

15th _ day of July 19 85 .

IN WITNESS WHEREOF, this agreement shall be effective as of _

2 OPERATOR

18 Doyle Hartman

22 NON-OPERATORS

Ashland Exploration, Inc.- - HCW Income Properties, Inc.

S A (}f:/f

. .
By: ) s ~N. 3 '
Igor Effimoff-Vice President-Exploration /)
Rufus Gordon "Pete' Clay Trust

cated 9-1-79

Byv:

o

P\SNNNNN
lo o IR N I s SR BN N

Barton Brothers Land & Royalty Company

LV
o so S

T By:

Co-Trustee

egitvet

ARCO 0il & Gas Company

36
37 Bv: =
28 Co-Trustee

By:

Margaret Clay Couch Trust Cities Service 0il & Gas Corporation

41 Gated 9-1-79

43 By:
By:

4% Co-Trustee

4B By:
4G
4 Co~Trustee

Lewis Burleson

52 Evelyn Clay O'Hara Trust
53 dated 9-1-79

56 By:

37 Co-Trustee

59 By

Co-Trustee i

*Executed subject to that certain Conditional Letter of Acceptance
dated April 25, 1985. -
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STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

~ GARREY CARRUTHERS July 24, 1989 POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICD 87504
(5051 827-5800

William F. Carr, Esq.

Campbell and Black, P.A.

P. O. Box 2208 :
Santa Fe, New Mexico 87504-2208

Re: Reopening of Cases 8668 and 8769
Dear Mr. Carr:

Your request to have the above reopened cases heard by
the Commission rather than by a Division Examiner is
hereby denied. Because you are seeking reconsideration
of Division orders, it is appropriate that those orders
be heard by the Division first.

It is my policy not to bring cases directly to the
Commission unless they are of precedential value or de
novo cases which are required to be before the Commis-

In one of the case files, there was a request for
continuance of this case to the August 9th docket.
Unless I hear further from you, these cases will be
continued to August 9, 1989.

Sincerely,

PO

WILLIAM J. L ,
Director

WJIL/RGS/dr

CC: J. E. Gallegos, Esq.
Don Maddox, Esq.
Harold L. Hensley, Jr., Esq.
W. Thomas Kellahin, Esq.



GALLEGOS LAW PIRM ]. E. Gallegos

A Professional Corporation George F. Bingham*
Michael L. Oja*

300 Paseo de Peralta Felice G. Gonzales
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E
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Ms. Florene Davidson

OCD Staff Specialist

Oil Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87504

RE: Applicatien,of Howard Olsen to Reopen
Casle_8668 and to Reopen Case 8769
Dear Ms. Davidson:

These two cases have been on file for well over a year and we have
asked that they be set for hearing and concluded. We have learned that they
were to be set on the July 12, 1989 docket.  Unfortunately, that will not .
allow sufficient time to schedule and perform depositions of some key
witnesses.

It would be appreciated if these matters could be called for
hearing on the July 26, 1989 docket.

Very truly yours,

GALLEGOS LAW FIRM

By I; ; ; %
. E. GALLEGOS

JEG:evm

cc:  Harold Hensley, Esq.

* Also admitted in the District of Columbia
+ Also admitted in California
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CAMPBELL 8 BLACK, P.A.

LAWYERS

JACK M, CAMPBELL
BRUCE D. BLACK
MICHAEL B, CAMPBELL
WILLIAM F, CARR
BRADFORD C. BERGE
MARK F. SHERIDAN
J. SCOTT HALL
JOHN H., BEMIS

JEFFERSON PLACE
SUITE | - IO NORTH GUADALUPE
POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208
TELEPHONE: (508) 988-442|

TELECOPRPIER: {505) @983-6043

WILLIAM P, SLATTERY
MARTE DO. LIGHTSTONE
PATRICIA A, MATTHEWS

July 21, 1989

HAND*DELIVERED
William J. LeMay ;
Director, 0il Conservation Div. RECE'VED
New Mexico Department of Energy,
Minerals & Natural Resources JUL 21 1989
State Land Office Building '
Santa Fe, New Mexico 87503 OIL CONSERVATION DIVISION

,I‘ .

a3

Re: Case 8668: In the Matter of Case No. 8668 being reopened
upon Application of Howard Olsen to Reconsider the
Provisions of Division Order No. R-8031,

Case 8769: In the Matter of Case No. 8769 being reopened
upon Application of Howard Olsen to Reconsider the
Provisions of Division Order No. R-8091.

Dear Mr. LeMay:

I represent Doyle Hartman, in association with the Gallegos
Law Firm, 1in the above-referenced cases which are currently
scheduled for hearing before a Division Examiner on July 26, 1989.

The purpose of this letter is to request that these cases be
continued to the August 17, 1989, 0il Conservation Commission
hearing. The attorneys for Howard Olsen join in this request for
continuance.

In these cases the Division is asked to reconsider orders
which Mr. Hartman obtained that pooled interests of Mr. Olsen. The
gquestions raised in these cases will ultimately have to be resolved
by the courts and an Examiner Hearing is an unnecessary step in
obtaining final resolution of this matter. 1It, therefore, would
be more efficient for the parties and the Division, in terms of
both the cost and time involved, if the matter could be heard
initially by the Commission.



William J. LeMay

Director, 0il Conservation Div.
July 21, 1989
Page -2 -

Your attention to this matter is appreciated.

WFC:ep

cc: J.E. Gallegos, Esq.
Don Maddox, Esq.
Harold L. Hensley, Jr., Esqg.
Doyle Hartman
W. Thomas Kellahin, Esq.
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