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Case 10689
Spacing Unit Ownership - Operating rights
Illinois Camp "17" State #1
W/2 of Section 17, T18S, R28E
Eddy County, New Mexico

As to the operating rights from a depth of 500 feet below the top
of the San Andres formation to the base of the Morrow formation:

Land; Owner Interest Owned

Tract 1:
NW/4NW/4 and NE/4SW/4,
80 acres, more or less:

Mewbourne 01l Company . . . . . . . . . . . . 100%

Tract 2:

NE/4NW/4, 40 acres, more or less:

OXY USA, Inc. . . .« . « v v v v « <« v <« « « . 100% (Uncommitted)

Tract 3:

S/2NW/4, 80 acres, more or less:

Phillips Petroleum Company . . . . . . . . . 100% (Uncommitted)

Tract 4:

NW/4SW/4, 40 acres, more or less:

Mewbourne 0il Company . . .. . .. 2.96%

Estate of George M. Hatcher, Deceased e 1.48% (Uncommitted)
Marathon 0il Company . . . . . . . + . . . . 95.56% (Uncommitted)
Tract 5:

SW/4NW/4, 40 acres, more or less:

Mewbourne 0il Company . . e v o« + v « « . . bos

Louis Drevyfus Gas Holdlngs, Inc.

and Louis Dreyfus Natural Gas Corp. . . . . . 15.98% (Uncommitted)
Marathon 0il Company . . e o« v v« + v +« . 15.97% (Uncommitted)
Yates Petroleum Corporatlon e « v + « < « . . 18.05% (Uncommitted)
Tract 6:

SE/4SW/4, 40 acres, more or less:

Mewbourne 0il Company . . . . . . . . . . . . 10%

Corrine Grace . . . . . « + « « « + .+ .+ . . . 45% (Uncommitted)

Michael P. Grace. . . . . . . . . . . . . . . 45% (Uncommitted)

Spacing Unit Ownership

Owner $ Ownership
Mewbourne 01l Company e e e e e e . v . . . . 32.87000
OXY USA, Inc. . . e v o« o« « « . < . 12.50000
Phillips Petroleum Company e e v v . e . . . 25.00000
Estate of George M. Hatcher, Deceased . . . . 0.18500
Marathon 0il Company. . . e e e e e e e e 13.94125

Louis Dreyfus Gas Holdlngs Inc.

and Louis Dreyfus Natural Gas Corp. 1.99750
Yates Petroleum Corporation 2.25625
Corrine Grace 5.62500
Michael P. Grace 5.62500
100.00000
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NEW MEXICO
Oll. CONSERVATION DIVISION

EXHIBIT 5

Re: Case 106ié& :
Summary of Communi §g£§3

with Poolees prior to hearing

/0059

Louis Dreyvfus Gas Heldings, Inc.
and Louils Dreyfus Natural Gas Corp.

Mr. Rusty Waters:

2-4-93:

2-19-93:
2-26-93:
3-10-93:

3-11-93:

3-16-93:

Mrs.
2-14-92:

3-9-92:
2-4-93:

2-17-93:

2-19-93:

2-23-93:

3-9-93:
3-10-93:
3-12-93:

3-16-93:

Mr.
2-14-92:
3-9-92:
2-4-93:

2-5-93:

2-19-93:

2-24-93:

3-17-93:

Grace:

Well proposal letter sent requesting farmout, joinder or
cash considerations for assignment with AFE for well.
Letter sent advising location changed to 2180' FNL &
1980' FWL with the spacing unit comprising the W/2.

Per phone conversation they are still reviewing our
proposal.

Follow-up letter sent again requesting decision and
written commitment prior to hearing.

Per Mr. Waters, they are filing an appearance for the
hearing, they want to get exhibits, would try to get us

something in writing prior to the hearing.

Per Mr. Waters, they will enter an appearance, will not
protest the hearing. Still unable to make a decision to
date.

Corrine Grace

Corrine Grace

Offered to purchase her interest by letter this date for
cash consideration.

Follow-up letter sent regarding purchase offer.
Well proposal sent this date with AFE; farmout,
sell.

Follow-up letter sent this date via Federal Express with
our proposed Operating Agreement and AFE for Morrow well
to be drilled in NW/4 with the W/2 being dedicated to the
well.

Per Mitch Morriss w/Grace,
their Carlsbad office.

join or

send all correspondence to
They haven't made decision vet.
Mrs. Grace wanted to borrow our geology for the area to
make her decision. Advised her our geology was
proprietary info, however I advised her we were drilling
our location based upon the geological Morrow trends in
the area based on stratigraphic datum available to the
public.

Follow-up letter scent requesting decision prior to
hearing date.
Mrs. Grace advised she was still undecided, had a

geologist working on our proposal.

Jim Brannigan - geologist for Corrine Grace advised they
would farmout to us. We are to prepare letter,

Faxed MOC's proposed Farmout Letter Agreement to Jim
Brannigan and Corrine Grace.

Michael P. Grace

Letter sent offering to purchase his interest.
Follow-up letter sent regarding purchase proposal.

Well proposal with AFE requesting his participaticn,
farmout or purchase proposal.

Well proposal with AFE sent to his P. O. Box in Venice,
Ca. requesting participation, farmout cr our offer to
purchase his interest.

Follow-up letter sent advising him of our location and
spacing unit and requesting his decision.

Mr. Grace met with us in our office, he wants cash for a
farmout to us. His interest subject to written agreement
with Corrine Grace, possible operating agreement with
Mrs. Grace. Our attorney is to review, he's to talk to
cur attorney and get back with us.

Michael Morgan reprecents Mr. Grace. Mr. Morgan called



and wanted the particulars as to our well proposal and
negotiations with Mr. Grace. I advised him of our
negotiations with Mrs. Grace. Hope to get farmout letter
agreement to him this date, same terms offered as Mrs.
Grace.

Marathon 011 Company
Mr. Randal P. Wilson/Mr. Wayne L. Ranshottom

10-3-91: Sent letter offering to purchase Marathon's interest for
cash consideration for a 2 yr. primary term.

11-6-91: Received Marathon's letter dated 11-5-91 wherein they
declined to sell.

2-4-93: Sent well proposal with AFE requesting Marathon to join,
farmout or sell,

2-19-93: Sent letter setting forth our location change; requested
their decision.

2-24-93: MOC's Ken Waits had lunch w/Wayne Ransbottom, discussed
our proposal.

2-25-93: Called Randal, left message for him to call me regarding
our proposal.

2-26-93: Randal called, I advised him our geologist was to go to
lunch with their geolcgist early next week. No decision
yet.

3-10-93: Sent follow-up letter requesting their decision and
written commitment prior to hearing.

3-10-93: Received fax from their attorney regarding their entry of
appearance at the hearing.

3-12-93: 8Sent cash offer by letter regarding their interest in
Sec. 17 and 18 among other lands.

3-15-93: Mr. Wilson called, offered to sell us an assignment,
unacceptable to us as the net revenue interest offered
was too low for the cash they wanted.

OXY USA, Inc.
Mr. Charles E. Dickenson/Mr. Pat McGee/Mr. Mike Gooding:

10-18-91: Sent letter offering to purchase their interest

2-4-93: Sent well proposal letter with AFE requesting their
participation, a farmout purchase agreement.

2-19-93: Lunch with Mike Gooding, requested their decision at the
earliest date, advised him of our priority status of cur
well proposals.

2-19-93: Sent letter advising a change in our precposed location
and unit designation with new AFE which reflects the
change 1in location, the well cost remains the same.

2-222-93: Sent letter setting forth our priority status regarding
our well proposals.

2-26-93: Follow-up letter sent along with the information they
requested in our meeting 2-25-93 at their offices.

3-8-93: Sent cash offer to Mr. McGee this date by MOC's Ken Waits
offering to purchase O0XY's interest in Sec. 17 and 18
among other lands pursuant to Mr. McGee's and Mr. Wait's
phone conversations.

3-16-93: We agreed to dismiss them from hearing this date pursuant
to our letter agreement with them.

Phillips Petroleum Company
Mr. Troy E. Richard:

10—17—93b Sent letter offering to purchase their interest.

2-2-93: Sent well proposal letter with AFE requesting Phillips to
join, farmout or sell.

2-5-93: Sent letter with AFE's for our subsequent wells in Sec.
17 and 18.

2-15-93: Follow-up phone call, he wanted to know what the gpacing
units were to be. 8o advised him.

2-18-93: Lunch meeting with Mr. Richard, discussed our proposals,

they would probably participate in the 1nitial well at



2-19-93:

3-5-93:

3-10-93:

3-11-93:

Mr. Rob

2-5-93:

2-19-93:

3-10-93:

least, not sure about the others. He said he could get
us letter stating they would farmout or join.

Sent letter advising of our location change for the
initial well and the spacing unit.
Lunch meeting with Mr. Richard, Brad Hargrove (Phillips
Landman), Scott Balke (Phillips geologist). They are 99%
sure they would participate in initial well, would get us
letter next week. Would join or farmout 1in subsequent
wells.
Sent our proposed Operating Agreement this date via Fed.
Express requesting their execution of same.
Mr. Richard advises this date they have executed our AFE
for the initial well and it is in the mail.
Yates Petroleum Company

Bullock:
Sent letter requesting them to participate or farmout.
Follow-up letter sent which also advises of our location
change and acreage dedication to the initial well. AFE
was resubmitted for their review and execution.
Sent Yates our proposed Operating Agreement for the

proposed well.



MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

March 10, 1993

Louis Dreyfus Natural Gas Corp.
Quail Springs Corporate Park
14000 Quail Springs Parkway
Suite 600

Oklahoma City, Oklahoma 73134
Attn: Mr. Rusty Waters

Re: Illinois Camp "17" State #1 Well
Illinois Camp Prospect
W/2 Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

The pooling application (NMOCD Case #10689) for the captioned unit
is to be heard before the New Mexico 0il Conservation Division on
March 18, 1993 in Santa Fe, New Mexico.

We would like to have a written commitment as to the status of your
interest prior to the pooling date and possibly avoid the pooling
of this unit. We invite you to contact the undersigned or Mr. Paul
Haden of this office as to any questions or considerations you may
have concerning your interest.

Sincerely,

Mewbourne 0il Company

&l o Lyl

Steve Cobb
District Landman

SC/klc

NEW MEXIC
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 19, 1993

Louls Dreyfus Natural Gas Corp.
Quail Springs Corp. Park

14000 Quail Springs Parkway
Suite 600

Oklahoma City, Oklahoma 73134
Attn: Mr. Rusty Waters

Re: Illinois Camp Prospect
Illinois Camp "17" State #1
W/2 Section 17, T18S, RZ8E
Eddy County, New Mexico

Gentlemen:

In reference to Mewbourne's previous letter dated February 4, 1993
wherein Mewbourne proposed the drilling of a Morrow test well named
above, please be advised Mewbourne has elected to drill said well
at a location 2180' FNL & 1980' FWL of the subject Section 17 in
lieu of a location at 1780' FNL & 1980' FWL as previously proposed.
Furthermore, the spacing unit for the above well shall be dedicated
to the W/2 of the captioned Section 17.

Enclosed for your consideration regarding the above is a copy of
Mewbourne's AFE for the above well which reflects the revised
location. The estimated well cost remains the same as the previous
AFE furnished you.

Sincerely,
Mewb Company
i g 2.,
Paul 'Haden, CPL

Landman

PH/klc



SENDER:

* Complete items 1 and/or 2 for additionai services.

¢ Complete items 3, and 4a & b.

¢ Print your name and address on the reverse of this form so that we can
return this card to you.

* Attach this form to tha front of the mailpisce, or on the back if space

- ® does not permit. .

'g * The Return Receipt will show to whom the article was delivered and the dats
. & delivered.

3
3
§

* Write ‘’Return Receipt Requested’’ on the mailpiece beiow the article number |

| also wish t0o receive *he
following services (for an 8
fee): ’

1. [J Addressee’s Address

2. [ Restricted Delivery
Consult postmaster for fee.

your RETURN ADDRESS complet.

-3 3. Article Addressed to: 4a. Article Number
Louis Dreyfus Natural Gas F 546“9&6 287
4b. Service Type
COI‘I_) . [ Registered O Insurea
Quail Springs Corp. Park |gxi cenified O cop
éM_)O Quail Springs Park &) ress Mail (] mrucr'?azgicseeipt for
uite 600 ) o ) oot Delivery
Oklahoma City, OK 73 D )
. <
5. Signature (Addressee —\' regpea’s Address (Only if requested
op is paid)
6. nature (Agent) . )
Ve o2 /)
@ PS Form 3811, December 1891 = Usaro.1wz507530 DOMESTIC RETURN RECEIPT

Thank you for using Return Receipt Service.



-

—~——

MEWBOURNE OI1L COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 4, 1993

Louis Dreyfus Natural Gas Corp.
Quail Springs Corp. Park

1400 Quail Springs Parkway
Suite 600

Oklahoma City, Oklahoma 73134
Attn: Mr. Rusty Waters

Re: Illinois Camp Prospect
Illinois Camp 17 State #1l
1980' FWL & 1780' FNL
Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

Subject to final management approval, Mewbourne O0il Company
(Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Morrow formation, anticipated
total depth being 10,550'. Furthermore, Mewbourne shall evaluate
to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well.

This well will be located approximately 1980' FWL & 1780' FNL of
Section 17-18S-28E, Eddy County, New Mexico. Our AFE dated
February 1, 1993 is enclosed for your review. Should you desire to
participate to the full extent of your interest in the drilling,
testing and completion of this proposed well, please return an
executed copy of the AFE to the undersigned at your earliest
convenience.

Upon receipt of your executed AFE or by prior written request we
will forward our Joint Operating Agreement for your review and
execution.

In the event you do not wish to participate, Mewbourne respectfully
requests you elect one of the following options as to your
interest:

1) Farmout all of <your interest in Section 17-18S-28E to
Mewbourne under the following general terms:

(A) If any well drilled under the terms of our farmout
agreement results in o0il and/or gas production on a
proration unit that includes your acreage, Mewbourne will



Louis Dreyfus Natural Gas Corp.
February 4, 1993
Page 2

earn an assignment of 100% of your rights and interest, free
of any liens or encumbrances, in the proration unit assigned
to each well to a depth of 100' bhelow the total depth drilled
for each well, not to exceed the base of the Morrow formation,
plus any additional depth as is drilled to enable completion
in the Morrow formation. '

(B) Upon completion of the initial test well as a producer or
dry hole, Mewbourne would have the recurring option, but
not the obligation, to commence additional wells on NMOCD
approved proration units that include your acreage to
establish 0il and/or gas production under the captioned
lands at depths not to exceed the base of the Morrow
formation. If any such option is exercised by Mewbourne,
Mewbourne agrees to allow not more than 180 days to
elapse between the completion of one well and the
commencement of operations for any next well.

(C) You will retain an overriding royalty interest equal to
the difference, if any, between 25% of all oil and gas
produced and the total of all rovalty interests,
overriding royalty interests and other burdens or lawful
claims upon production to which your leases may be
currently subject, so that Mewbourne will be assigned a
75% net revenue interest in your leases. Such overriding
royalty interest retained by you and the net revenue
interest delivered to Mewbourne shall be subject to
proportionate reduction as to production allocated to the
proration unit where other leases or lands are included
in the proration unit.

(D) Upon acceptance of our farmout proposal you agree to
furnish at no cost to Mewbourne title information such as
copies of the leases covering the captioned lands, title
opinions currently in your possession, title curative,
letter agreements and any contracts currently in effect,
etc,

Should the above general terms be acceptable our formal
Farmout Agreement will be provided under ssparate cover.

2) Sell all of your right, title and interest in this section
subject to title approval, for $200.00 per acre delivering an
85.83% net revenue interest to Mewbourne.



Louis Dreyfus Natural Gas Corp.
February 4, 1993
Page 3

As we anticipate drilling the captioned well in the first quarter
of 1993 your earliest response to this- proposal would be greatly
appreciated.

Sincerely
Mewbourne 0il Company

%z 7 b

Steve Cobb
District Landman

SC/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170
May 20, 1992

DEKALB Energy Company
1625 Broadway
Denver, Colorado 80202

Attention: Mr. John S. Geyer
District Landman

~

RE: Offer to Purchase

John:

In reference to our phone conversation yesterday evening, we are
disappointed DEKALB declined to sell their interest to Mewbourne as
to acreage listed in Exhibit "A" of my letter dated April 28, 1992.

In the event DEKALB is interested in entertaining offers at a later
date in regard to selling their interest, Mewbourne would consider
purchasing DEKALB's operating rights in Eddy County, New Mexico. If
DEKALB 1is interested in such offers, please forward a listing of the
properties and the percentage interest owned by DEKALB 1in the
properties to me for evaluation.

Sincerely,

Mewbo Company

Paul "Haden
Landman

DPH/nb
CC: Gary L. Winter
Ken Waits
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

April 28, 1992

DEKALB Energy Company
1625 Broadway
Denver, Colorado 80202

Attention: Mr. John S. Geyer
District Landman

RE: Offer to Purchase
Gentlemen:
Mewbourne 0il  Company hereby offers to purchase DEKALB Energy
Company's operating rights in the lands and leases described in the
attached Exhibit "A" on the basis of $200.00 per net mineral acre.
The above offer 1is subject to immediate acceptance and approval of
tictle. This offer can be withdrawn without notice as to all or
portions of the lands described in Exhibit "A'" attached hereto.

Please respond at your early convenience.

Sincerely,

Mewp r

/

D. Paul Haden
Landman

DPH/nb

enclosure

CC: Gary L. Winter
Ken Waits



EXHIBIT "A"

Attached to and made a part of that certain letter dated April 28,
1992 from Mewbourne 0il Company to DEKALB Energy Company.

Tract 1l: Below the base of the Abo

formation:
Section 6, T18S, R28E: Interest Net Acres

A) S/2NE/4, NE/4NE/4 23/144 25.56
.. and NE/4SE/4

LEASE: State Lease 647

Dated: November 14, 1922

Tract_2: From below 500' from the
top of the San Andres formation:

Secrion 15, T18S, R28E:

A) N/2NE/4, NE/4NW/4 & SE/4 23/144 44,72
LEASE: State Lease 647-368
Dated: November 14, 1922

B) NW/4SW/4 23/144 6.39
LEASE: State Lease E-1286-2
Dated: April 10, 1947

Secrion 22, T18S, R28E:

A) E/2NE/4, E/2SE/4, SW/4SE/4 237144 44,72
and S/2SW/4
LEASE: State Lease 647-368
Dated: November 14, 1922

B) SE/4NW/4 237144 6.39
LEASE: State Lease E-1288-2
Dated: April 10, 1947

Tract 3: From below 500' from the
top of the San Andres formation:

Seccion 17, T18S, R28E:

A) S/2NE/4 23/144 12.78
LEASE: State Lease 647-368
Dated: November 14, 1922

B) SW/4SW/4 23/144 6.39
LEASE: State Lease E-1821-17
Dated: April 10, 1948

Section 18, T18S, R28E:

A) NW/4NE/4 23/144 6.39
LEASE: State Lease 647-368

Dated: November 14, 1922



Tract 4: Below the base of the
Abo formation:

Section 34, T17S, R28E:

A) N/2SE/4
LEASE: State Lease 647-368
Dated: November 14, 1922

Section 35, T17S, R28E:

A) NE/4 and E/2NW/4
LEASE: State Lease 647-368
Dated: November 14, 1922

Section 26, T17S, R28E:

A) All
LEASE: State Lease 647-368
Dated: November 14, 1922

Tract 5: Below a depth of 3500':

Section 27, T17S, R28E:

A) NW/4NE/4 :
LEASE: State Lease B-2071-
Dated: August 10, 1933

Tract 6: From a depth of 5000
to a depth of 10,987"':

Scection 27, T17S, R28E:

A) NE/4NE/4
LEASE: State Lease B-2071-2
Dated: August 10, 1933

23/144

23/144

23/144

11.5/288

11.5/288

12.78

38.33

102.22

1.6

1.6
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November 25, 1991 ENERG\/

Mewbourne 0il Company
500 W, Texas, Suite 1020
Midland, TX 79701

Attention: Mr. Paul Haden

RE: Artesia Area
Townships 17, 18, 19 South
Ranges 27, 28 East
fddy County, New Mexico

Gentlemen:

Reference is made to your letter dated November 20, 1991, in which you
offered to acquire DEKALB’s interest in the captioned area.

DEKALB does not wish to dispose of its leasehold at this time. If you

wish to propose a multi-well drilling program, DEKALB would be happy to
discuss said plans.

The next time you are in Denver, b]ease give me a call and I'11 buy the
coffee.

Yours very truly,
DEKALB Energy Company
g

John S. Geyer
District Landman

JSG/id

DEKALB Energy Company
1625 Broadway
Denver, Colorado 80202
- (303) 592-4600
FAX (303) 592-5901



MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 6854170
November 20, 1991

Dekalb Energy Company
1625 Broadway
Denver, Colorado 80202

Attention: Mr. John S. Geyer
District Landman

RE: TI17S, R28E
Section 26: N/2;
Section 34: N/2SE/4;
Section 35: NE/4, E/2NW/4;

T18S, R28E

Section 15: N/2NE/4, NE/4NW/4
and SE/4;

Section 22: E/2NE/4, SE/4NW/4;
Section 17: S/2NE/4 and
SW/4SW/4;

Section 18: NE/4NE/4;

T19S, R27E

Seccion 26: NE/4;

.All of the above lands being in
Eddy County, New Mexico

Gentlemen:

Reference is made to my previous letter of September 10, 1991
regarding portions of the captioned lands. Mewbourne's previous
purchase offer 1is hereby amended to include the captioned land. As

offered previously, Mewbourne proposes purchasing DEKALB's interest
on the basis of $250.00 per net acre.

Regarding the above, Mewbourne would appreciate the opportunity to
meet with you 1in your office to discuss the above. Accordingly, I
will be in contact with you in the near future.

Sincerely,

. Paul Haden
Landman






MEWBOURNE OIL COMPANY
500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715

FAX (915) 6854170 c %QP\C ¢

March 16, 1963

Corrine B. Grace
P. 0. Box 1418 *
Carlsbad, New Mexico 88220

Re: Illinois Camp Prospect
Illinois Camp "17" State #1 Well
W/2 Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

This letter represents our agreement wherein Corrine B. Grace
(Grace) has agreed to Farmout her interecst in the captioned lands
to Mewbourne 0il Company (Mewbourne) under the following terms:

1)

2)

3)

Mewbourne, as operator, will have the option but not the
obligation to commence drilling operations within one vear
from the execution date of this agreement orn an initial well
at a location of 1its choice in the W/2 of the captioned
Section 17 and drill same to a depth sufficient to adequately
test the Morrow formation, estimated total depth being 10,550"
beneath the surface.

If, in conducting any of the drilling operations herein
described, permitted or provided for, Mewhbourne encounters any
conditions or difficulties, whether natural or mechanical,
which make further drilling and or completion of any well
impossible or impracticable, then Mewbourne shall have the
option to continue its rights under this agreement, which are
dependent upon the drilling or the completing of such well as
a commercial producer of oil and/or gas, in full force and
effect by commencing operations for the drilling of a
substitute well within sixty (60) days after cessation of
operations on the well in which conditions or difficulties
were encountered. Such substitute well shall be drilled at a
location acceptable to Mewbourne and in the manner and to the
depth specified for the well which it replaces.

Upon the completion of the initial or substitute well as
herein provided as a commercial producer or dry hole,
Mewbourne would have the option to commence additional wells



Corrine Grace
March 16, 1993
Page 2

4)

to the depth of 1its choice on approved proration units
including your acreage to establish oil and/or gas production
below the base of the Bone Spring formation not to exceed the
base of the Morrow formation. If such option is exercised by
Mewbourne, we agree to allow not more than 180 days to lapse
between the completion or abandonment of one well and the
commencement of the next well until all of your acreage is
earned by Mewbourne under a continuous development program.

If any well drilled under the terms of this farmout agreement
results in oil and/or gas production including your acreage,
Mewbourne will earn an assignment of your operating rights
included in the spacing or proration unit prescribed by the
applicable regulatory authority, said assignment shall be
limited to those depths below the base of the Bone Spring
formation to 100' below the total depth drilled in any well,
not to exceed the base of the Morrow formation. It being the
intent of this agreement for Mewbourne to have the option to
earn all of your operating rights, limited to those formations
spaced 320 acres.

You would retain an overriding royalty interest equal to the
difference between 25% of all oil and gas produced and saved
and the total of all royalty interests, overriding royalty
interests and other burdens or lawful claims upon production
which your leases may be subject, to the extent Mewbourne will
be assigned a 75% net revenue interest in the leasehold to bhe
assigned hereunder.

The reserved overriding royalty interest cshall increase to the
difference between existing burdens and twenty-seven percent
(27%) upon receipt by Grace from Mewbourne of written notice
that Mewbourne has recouped out of the total proceeds from the
production of all o0il and gas attributable to the assigned
premises a sum equivalent to one hundred percent (100%) of all
costs and expenses chargeable to the assigned premises in
connection with the drilling, testing, completing,
recompleting, equipping, operating, and producing the well
thereon, after deducting from such proceeds all overriding
royalties or other burdens payable out of production
stipulated in said lease, the overriding royalty interest
herein reserved Grace and all production, severance, and other
applicable taxes. Upon payout, as defined above, Mewhourne
shall promptly execute and deliver to Grace, an assignment by
which Mewbourne assigns to Grace the additional two percent
(2%) overriding royalty interest in and to the assigned
premises. The assignment of caid additional overriding royalty



Corrine Grace
March 16, 1993
Page 3

6)

interest by Mewbourne to Marathon cshall be effective as of
7:00 a.m. local time on the first day of the month following
payout of said well.

The overriding royalty interest retained is to be subject to
proportionate reduction in the event you own less than the
full interest 1n the lease insofar as it covers the land
described above or if the lease covers less than all of the
0il and gas proration unit. The overriding rovalty reserved
herein shall bear its ratable portion of all treating,
compression, gathering and transportation costs and subject to
applicable taxes.

Mewbourne shall have the right to pool the lands covered by
the o0il and gas lease to be assigned and any retained
overriding royalty interests into any type of proration unit
or other unit approved by the State of New Mexico and/or the
Bureau of Land Management, with such pooling to bhe
accomplished without your further consent.

Mewbourne shall not be held liable for any delays or damage
from failure to act due, occasioned or caucsed by reasons of
any laws, rules, regulations, or orders promulgated by
federal, state or 1local government body including but not
limited to delays or fallure to secure the necessary
regulatory orders and permits sought by Mewbourne as to any

well, or the rules, regulations or orders of any public body
or official purporting to exercise authority or control
respecting the operations covered hereby, including the
operation of force majeure, procurance or use of tools and
equipment, or due, occasioned or caused by strikes, action of
the elements, water conditions, 1nability to obtain fuel or
other critical materials or other cauces beyond the control of
the party affected thereby. In the event that Mewbourne 1is
rendered unable, wholly or in part, by any of these causes to
carry out its obligations under thics agreement, including but
not limited to the continuous drilling obligation contained in
this agreement, it is agreed that Mewbourne shall give notice
and details of force majeure 1in writing as promptly as
possible after its occurrence. In such cases, this agreement
shall be extended while and for so long as Mewbhourne is
prevented by any such cause from conducting drilling or
reworking operations.

There is no obligation upon Mewbourne to commence a well under
the terms of this agreement, and the only penalty for failure
to commence such well shall be the forfeiture of Mewhourne's
rights hereunder.



Corrine Grace
March 16, 1993
Page 4

8)

9)

Upon Mewbourne's request, you agree to furnish Mewbourne at no
cost whatsoever, all title information currently in your files
pertaining to the captioned land including but not limited to
title opinions, copies of leases, rental receipts, farmout or
letter agreements and any gas contract currently in effect as
to the captioned land.

Regarding any well drilled pursuant to thils agreement,
Mewbourne shall furnish Grace two copies of: 1) all forms
filed with governmental agencies 2) daily reports including
DST data 3) all mud logs and open hole logs. Furthermore,
Mewbourne shall notify a Grace representative twelve (12)
hours prior to any testing or logging procedure and allow
Grace access to the rig floor. Crace agrees to "tight-hole"
all non-public information.

If you agree to the above proposed'farmout terms, please indicate
your acceptance of same by signing and returning one copy of this
letter to the undersigned at your earliest convenilence.

Sincerely,
Mewbourne 011 Company

R C—

Steve Cobb
District Landman

The undersigned hereby agrees to farmout my operating rights to
Mewbourne 011 Company as proposed above this day of

, 1993.

By:

Corrine Grace






MEWBOURNE OIL COMPANY

500 W, TEXAS., SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

March 9, 1993

Corrine Grace

P. 0. Box 1418

Carlsbad, New Mexico 88220
Attn: Mitchell Morris

Re: Illinois Camp Prospect
Illinois Camp "17" State #1l
W/2 Sec. 17, T18S, R28E
Eddy County, New MeXxico

Ladies and Gentlemen:

This 1is in follow up of our letter and phone conversations
regarding the captioned well proposed by Mewbourne. Regarding
same, we would appreciate a final decision from your very respected
company at the earliest possible date. Preferably we would like
such decision prior to Mewbourne's compulsory pooling hearing which
is scheduled for March 18, 1993.

If I can be of further assistance regarding the above, please call

me.
izéfompany
AXL_

Sincenely,

Landman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 17, 1993

Federal Express

Corrine Grace
714 North Elm Drive
Beverly Hills, CA 90210
T e Re: Illinois Camp Prospect
Illinois Camp "17" State #1
2180' FNL & 1980' FWL
W/2 Section 17, T18S, RZ8E
Eddy County, New Mexico

Dear Corrine:

As discussed this date, enclosed for review and eXecution are
duplicate originals of Mewbourne's Operating Agreement for the
captioned well and land. Please note the well name and the
location of Mewbourne's proposed well. Previously, our 1initial
well was to be dedicated to the N/2 of the captioned Section 17
which would have excluded you. As we wanted you in our initial
well, we've dedicated the initial well to the W/2 of the subject
Section 17.

Regarding the above, please execute and return one of the enclosed
Operating Agreements and AFEs to me at your earliest convenience.
Also, please furnish me a copy of your geological well requirements
regarding the captioned well so we can forward you your well
information.

Please be advised, we anticipate commencing the above well within
45 days. In the event you decide not to join us in the above well,
please advise me of same at your earliest convenlience so I can
forward you a farmout letter agreement for execution.

Should you have any gquestions regarding our proposal, please call
me. Your cooperation in connection with the above 1is greatly
appreciated.

Sincerely,

Mew i any

Paul
andman
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MEWBOURNE OIL COMPANY
500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 6854170

February 4, 1993

CERTIFIED MAIL - RETURN RECEIPT

Michael Grace & Corrine Grace
P. O. Box 1418
Carlsbad, New Mexico 88220

Re: Illinois Camp Prospect
Illinois Camp 17 State #2
1980' PSL & 1980' FEL
Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

Subject to final management approval, Mewbourne O0il Company
(Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Morrow formation, anticipated
total depth being 10,600'. Furthermore, Mewbourne shall evaluate
to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well.

This well will be located approximately 1980' FSL & 1980' FEL of
Section 17-18S-28E, Eddy County, New Mexico. Our AFE dated
February 3, 1993 is enclosed for your review. Should you desire to
participate to the full extent of your interest in the drilling,
testing and completion of this proposed well, please return an
executed copy of the AFE to the undersigned at your earliest
convenience.

Upon receipt of your executed AFE or by prior written request we
will forward our Joint Operating Agreement for your review and
execution.

In the event you do not wish to participate, Mewbourne respectfully
requests you elect one of the following options as to your
interest:

1) Farmout all of vyour interest in Section 17-188-28E to
Mewbourne under the following general terms:

(A) If any well drilled under the terms of our farmout
agreement results in oil and/or gas production on a
proration unit that includes your acreage, Mewbourne will



Michael Grace and Corrine Grace
February 4, 1993
Page 2

earn an assignment of 100% of your rights and interest, free
of any liens or encumbrances, in the proration unit assigned
to each well to a depth of 100' below the total depth drilled
for each well, not to exceed the base of the Morrow formation,
plus any additional depth as is drilled to enable completion
in the Morrow formation. '

(B) Upon completion of the initial test well as a producer or
dry hole, Mewbourne would have the recurring option, but
not the obligation, to commence additional wells on NMOCD
approved proration units that include your acreage to
establish oil and/or gas production under the captioned
lands at depths not to exceed the base of the Morrow
formation. If any such option is exercised by Mewbourne,
Mewbourne agrees to allow not more than 180 days to
elapse between the completion of ciie well and the
commencement of operations for any next well.

(C) You will retain an overriding royalty interest equal to
the difference, if any, between 25% of all oil and gas
produced and the total of all royalty interests,
overriding royalty interests and other burdens or lawful
claims wupon production to which your leases may be
currently subject, so that Mewbourne will be assigned a
75% net revenue interest in your leases. Such overriding
royalty interest retained by you and the net revenue
interest delivered to Mewbourne shall be subject to
proportionate reduction as to production allocated to the
proration unit where other leases or lands are included
in the proration unit.

(D) Upon acceptance of our farmout proposal you agree to
furnish at no cost to Mewbourne title information such as
copies of the leases covering the captioned lands, title
opinions currently in your possession, title curative,
letter agreements and any contracts currently in effect,
etc.

Should the above general terms be acceptable our formal
Farmout Agreement will be provided under separate cover.

2) Sell all of your right, title and interest in this section
subject to title approval, for $200.00 per acre delivering an
87.50% net revenue interest to Mewbourne.



Michael & Corrine Grace
February 4, 1993
Page 3

As we anticipate drilling the captioned well in the first quarter
of 1993 your earliest response to this proposal would be greatly
appreciated. :

Sincerely

Mewbourne 0il Company

Fhove (W

v

Steve Cobb
District Landman

SC/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

March 9, 1992

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Michael and Corrine Grace
P. 0. Box 1418
Carlsbad, New Mexico 88220

RE: T18S, R28E
Section 17: SE/4SW/4 below a
depth of 3000
Eddy County, New Mexico
State Lease L-3852

Dear Mr. & Mrs. Grace:

This is in followup of my previous letter dated February 14, 1992
wherein Mewbourne offered to purchase your operating rights under the
captioned land.

A response regarding our offer would be greatly appreciated at your
earliest convenience.

Sincerely,

Landman

DPH/nb
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 14, 1992

Michael and Corrine Grace
P. 0. Box 1418
Carlsbad, New Mexico 88220

RE: T18S, R28E
Section 17: SE/4SW/4
below a depth of 3000’
Eddy County, New Mexico
State Lease L-3852

Dear Mr. & Mrs. Grace:

State and county records indicate you own 907 of the operating rights
under the captioned 1land and depths. Accordingly, Mewbourne 0il
Company hereby offers you $200.00 per net acre for an assignment of
all of your right, title and interest in the operating rights under
the above land below a depth of 3000°'.

The above offer 1is subject to immediate acceptance and approval of
title. '

Please respond at your earliest convenience. Your cooperation in
connection with the above is greatly appreciated.

Sincerely,

Mewb ne 031/ Company

/
7

Paul Haden
Landman

DPH/nb



MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020

_
MIDLAND, TEXAS 79701 [Yl . G@A cCe

(915) 682-3715
FAX (915) 685-4170

March 17, 1993

Michael P. Grace
P. 0. Box 731
Venice, California 90291

Re: Illinois Camp Prospect
Illinois Camp "17" State #1 Well
W/2 Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

This letter represents our agreement wherein Michael P. Grace
{Grace) has agreed to Farmout his interest in the captioned lands
to Mewbourne 0il Company (Mewbourne) under the following terms:

1)

2)

3)

Mewbourne, as operator, will have the option but not the
obligation to commence drilling operations within one vyear
from the execution date of this agreement on an initial well
at a location of its choice in the W/2 of the captioned
Section 17 and drill same to a depth sufficient to adequately
test the Morrow formation, estimated total depth being 10,550
beneath the surface.

If, in conducting any of the drilling operations herein
described, permitted or provided for, Mewbourne encounters any
conditions or difficulties, whether natural or mechanical,
which make further drilling and or completion of any well
impossible or impracticable, then Mewbourne shall have the
option to continue its rights under this agreement, which are
dependent upon the drilling or the completing of such well as
a commercial producer of o0il and/or gas, in full force and
effect by commencing operations for the drilling of a
substitute well within sixty (60) days after cessation of
operations on the well in which conditions or difficulties
were encountered. Such substitute well shall be drilled at a
location acceptable to Mewbourne and in the manner and to the
depth specified for the well which it replaces.

Upon the completion of the initial or substitute well as
herein provided as a commercial producer or dry hole,
Mewbourne would have the option to commence additional wells



Michael Grace
March 17, 1993
Page 2

4)

to the depth of its choice on approved proration units
including your acreage to establish o1l and/or gas production
below the base of the Bone Spring formation not to exceed the
base of the Morrow formation. If such option is exercised by
Mewbourne, we agree to allow not more than 180 days to lapse
between the completion or abandonment of one well and the
commencement of the next well until all of your acreage is
earned by Mewbourne under a continuous develcpment program.

If any well drilled under the terms of this farmout agreement
results in o0il and/or gas production including your acreage,
Mewbourne will earn an assignment of your operating rights
included in the spacing or proration unit prescribed by the
applicable regulatory authority, said assignment shall be
limited to those depths below the base of the Bone Spring
formation to 100' below the total depth drilled in any well,
not to exceed the base of the Morrow formation. It being the
intent of this agreement for Mewbourne to have the option to
earn all of your operating rights, limited to those formations
spaced 320 acres.

You would retain an overriding royalty interest equal to the
difference between 25% of all oil and gas produced and saved
and the total of all rovalty interests, overriding royalty
interests and other burdens or lawful claims upon productinn
which your leases may be subject, to the extent Mewbourne will
be assigned a 75% net revenue interest in the leasehold to be
assigned hereunder.

The reserved overriding royalty interest shall increase to the
difference between existing burdens and twenty-seven percent
(27%) upon receipt by Grace from Mewbourne of written notice
that Mewbourne has recouped out of the total proceeds from the
production of all o0il and gas attributable to the assigned
premises a sum equivalent to one hundred percent (100%) of all
costs and expenses chargeable to the assigned premises 1in
connection with the drilling, testing, completing,
recompleting, equipping, operating, and producing the well
thereon, after deducting from such proceeds all overriding
royalties or other burdens pavable out of production
stipulated in said lease, the overriding royalty interecst
herein reserved Grace and all production, severance, and other
applicable taxes. Upon payout, as defined above, Mewbourne
shall promptly execute and deliver to Grace, an assignment by
which Mewbourne assigns to Grace the additional two percent
(2%) overriding rovalty interest in and to the assigned
premises. The assignment of said additional overriding rovalty



Michael Grace
March 17, 1993
Page 3

6}

interest by Mewbourne to Marathon shall bhe effective as of
7:00 a.m. local time on the first day of the month fellowing
payout of said well.

The overriding royalty interest retained is to be subject to
proportionate reduction in the event vou own less than the
full interest in the lease 1insofar as 1t covers the land
described above or if the lease covers less than all of the
0oil and gas proration unit. The overriding royalty reserved
herein shall bear its ratable portion of all treating,
compression, gathering and transportation costs and subject to
applicable taxes.

Mewbourne shall have the right to pool the lands covered by
the o0il and gas lease to ke assigned and any retained
overriding rovalty interests into any type of proration unit
cr other unit approved by the State of New Mexico and/or the
Bureau of Land Management, with such pooling to be
accomplished without your further consent.

Mewbourne shall not be held liable for any delays or damage
from failure to act due, occasicned or caused by reasons of
any lawe, 1rules, regulations, or orders promulgated by
federal, state or 1local government body including hut not
limited to delays or failure to secure the necessary
requlatory orders and permits sought by Mewbourne as to any

well, or the rules, regulations or orders of any public body
or official purporting to exercise authority or controel
respecting the operations covered hereby, 1including the
operation of force majeure, procurance or use of tools and
equipment, or due, occasioned or caused by strikesg, action of
the elements, water conditicns, 1inability to obtain fuel or
other critical materials or other causes bevond the control of
the party affected thereby. In the event that Mewbourne ics
rendered unable, wholly or in part, by any of these causes tc
carry out its obligations under this agreement, including but
not limited to the continuous drilling obligation contained in
this agreement, it is agreed that Mewhourne shall give notice
and details of force majeure 1n writing as promptly as
possible after its occurrence. In such cases, this agreement
shall be extended while and for so long as Mewbhourne is
prevented by anv such cause from conducting drilling or
reworking operations.

There is no obligation upon Mewbourne to commence a well under
the terme of this agreement, and the only penalty for failure
to commence such well shall be the forfeiture of Mewbourne's
rights hereunder.



Michael Grace
March 17, 1993
Page 4

8)

Upon Mewbhourne's request, you agree to furnish Mewbourne at no
cost whatscever, all title information currently in your files
pertaining to the captioned land including but not limited to
title opinions, copies ¢of leases, rental receipts, farmout or
letter agreements and any gas contract currently in effect as
to the captioned land.

Regarding any well drilled pursuant to this agreement,
Mewbourne shall furnish Grace two copies of: 1) all forms
filed with governmental agencies 2) daily reports including
DST data 3) all mud logs and open hole logs. Furthermore,
Mewbourne shall notify a Grace representative twelve (12)
hours pricr to any testing or- logging procedure and allow
Grace access to the rig floor. Grace agrees to "tight-hole"
all non-public information.

If vyou agree to the above proposed farmout terms, pleacse indicate
your acceptance of same by signing and returning one copy of this
letter to the undersigned at your earliest convenience.

Sincerely,
Mewbourne 011 Company

Ko (-

Steve Cobb
District Landman

The undersigned hereby agrees to farmout my operating rights to
Mewbourne 0il Company as proposed above this day of

, 1993.

By:

Michael P. Grace
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MEWBOURNE OIL COMPANY

A e 500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 7970)

(915) 682-3715
FAX (915) 685-4170

March 16, 1993

Re: Illinois Camp Prospect
‘Illinois Camp "17" State #1 Well
W/2 Section 17-188-28E
Eddy County, New Mexico

Gentlemen:

This letter represents our agreement wherein Corrine B. Grace
(Grace) has agreed to Farmout her interest in the captioned lands
to Mewbourne Oil Company (Mewbourne) under the following terms:

1)

2)

3)

Mewbourne, as operator, will have the option but not the
obligation to commence drilling operations within one vear
from the execution date of this agreement on an initial well
at a location of its choice in the W/2 of the captioned
Section 17 and drill same to a depth sufficient to adequately
test the Morrow formation, estimated total depth bheing 10,550"
beneath the surface.

If, in conducting any of the drilling operations herein
described, permitted or provided for, Mewbourne encounters any
conditions or difficulties, whether natural or mechanical,
which make further drilling and or completion of any well
impossible or impracticable, then Mewbourne shall have the
option to continue its rights under this agreement, which are
dependent upon the drilling or the completing of such well as
a commercial producer of oil and/or gas, in full force and
effect by commencing operations for the drilling of a
substitute well within sixty (60) days after cessation of
operations on the well in which conditions or difficulties
were encountered. Such substitute well shall be drilled at a
location acceptable to Mewbourne and in the manner and to the
depth specified for the well which it replaces.

Upon the completion of the initial or substitute well as
herein provided as a commercial producer or dry hole,
Mewbourne would have the option to commence additional wells



Corrine Grace
March 16, 1993
Page 2

to the depth of its choice on approved proration units
including your acreage to establicsh 0il and/or gas production
below the base of the Bone Spring formation not to exceed the
base of the Morrow formation. If such option is exercised by
Mewbourne, we agree to allow not more than 180 days to lapse
between the completion or abandonment of one well and the
commencement of the next well until all of your acreage 1is
earned by Mewbourne under a continuous development program.

If any well drilled under the terms of this farmout agreement
results in oil and/or gas production including your acreage,
Mewbourne will earn an assignment of your operating rights
included in the spacing or proration unit prescribed by the
applicable regulatory authority, said assignment shall be
limited to those depths below the base of the Bone Spring
formation to 100' below the total depth drilled in any well,
not to exceed the base of the Morrow formation. It being the
intent of this agreement for Mewbourne to have the option to
earn all of your operating rights, limited to those formations
spaced 320 acres.

You would retain an overriding royalty interest equal to the
difference between 25% of all o0il and gas produced and saved
and the total of all royalty interests, overriding royalty
interests and other burdens or lawful claims upon production
which your leases may be subject, to the extent Mewbourne will
be assigned a 75% net revenue interest in the leasehold to be
assigned hereunder.

The reserved overriding royalty interest cshall increase to the
difference between existing burdens and twenty-seven percent
(27%) upon receipt by Grace from Mewbourne of written notice
that Mewbourne has recouped out of the total proceeds from the
production of all oil and gas attributable to the assigned
premises a sum equivalent to one hundred percent (100%) of all
costs and expenses chargeable to the assigned premises in
connection with the drilling, testing, completing,
recompleting, equipping, operating, and producing the well
thereon, after deducting from such proceeds all overriding
rovalties or other burdens payable out of production
stipulated in said lease, the overriding royalty interest
herein reserved Grace and all production, severance, and other
applicable taxes. Upon payout, as defined above, Mewhourne
shall promptly execute and deliver to Grace, an assignment by
which Mewbourne assigns to Grace the additional two percent
{2%) overriding royalty interest 1in and to the assigned
premises. The assignment of said additional overriding royalty



Corrine Grace
March 16, 1993
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6)

7)

interest by Mewbourne to Marathon shall be effective as of
7:00 a.m. local time on the first day of the month following
payout of said well.

The overriding royalty interest retained 1is to be subject to
proportionate reduction in the event you own less than the
full interest in the lease insofar as 1t covers the land
described above or if the leacse covers less than all of the
oil and gas proration unit. The overriding royalty reserved
herein shall bear its ratable portion of all treating,
compression, gathering and transportation costs and subject to
applicable taxes.

Mewbourne shall have the right to pool the lands covered by
the o0il and gas 1lease to be assigned and any retained
overriding royalty interests into any type of proration unit
or other unit approved by the State of New Mexico and/or the
Bureau of Land Management, with such pooling to be
accomplished without your further consent.

Mewbourne shall not be held liable for any delays or damage
from failure to act due, occasioned or caused by reasons of
any laws, rules, regulations, or orders promulgated by
federal, state or local government body including but not
limited to delays or failure to csecure the necessary
regulatory orders and permits sought by Mewbourne as to any
well, or the rules, regulations or orders of any public body
or official purporting to exercise authority or control
respecting the operations covered hereby, including the
operation of force majeure, procurance or use of tools and
equipment, or due, occasioned or caused by strikes, action of
the elements, water conditions, 1inability to obtain fuel or
other critical materials or other caucses beyond the contrcl of
the party affected thereby. In the event that Mewbourne 1is
rendered unable, wholly or in part, by any of these causes to
carry out its obligations under this agreement, including but
not limited to the continuous drilling obligation contained in
this agreement, it is agreed that Mewbourne chall give notice
and details of force majeure 1in writing as promptly as
possible after its occurrence. In such cases, this agreement
shall be extended while and for so long as Mewbourne 1s
prevented by any such cause from conducting drilling or
reworking operations.

There is no obligation upon Mewbourne to commence a well under
the terms of this agreement, and the only penalty for failure
to commence such well shall be the forfeiture of Mewbourne's
rights hereunder.



Corrine Grace
March 16, 1993
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8)

9)

Upon Mewbourne's request, you agree to furnish Mewbourne at no
cost whatsoever, all title information currently in your files
pertaining to the captioned land including but not limited to
title opinions, copies of leases, rental receipts, farmout or
letter agreements and any gas contract currently in effect as
to the captioned land.

Regarding any well drilled pursuant to this agreement,
Mewbourne shall furnish Grace two copies of: 1) all forms
filed with governmental agencies 2) daily reports including
DST data 3) all mud logs and open hole logs. Furthermore,
Mewbourne shall notify a Grace representative twelve (12)
hours prior to any testing or logging procedure and allow
Grace access to the rig floor. Grace agrees to “tight-hole"
all non-public information.

If you agree to the above proposed>farmout terms, please indicate
your acceptance of came by signing and returning one copy of this
letter to the undersigned at your earliest convenience.

Sincerely,
Mewbourne 01l Company

R CL—

Steve Cobb
District Landman

The undersigned hereby agrees to farmout my operating rights to
Mewbourne 01l Company as proposed above this day of

, 1993.

By:

Corrine Grace
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 6854170

February 19, 1693

Michael P; Grace
P. 0. Box 731
Venice, California 90291 .

Re: Illinois Camp Prospect
Illinois Camp "17" State #1
W/2 Section 17, T18S, R28E
Eddy County, New Mexico

Dear Mr. Grace:

Please refer to my previous letter to you dated February 5, 1993
wherein Mewbourne proposed the drilling of the Illinois Camp "17"
State #2 well at a location described in the SE/4 of the captioned
Section 17, being a Morrow test well. Please be advised, Mewbourne
has elected to dedicate W/2 and E/2 spacing units for the drilling
of two (2) Morrow test wells. Accordingly, your leasehold interest
in the SE/4SW/4 of the captioned Section 17 would become part of
the spacing unit for Mewbourne's initial Morrow test well to be
located in the NW/4 with the spacing unit being dedicated to the
W/2 of the captioned Section 17.

Regardiné,the above, Mewbourne 0il Company as Operator proposes the
drilling of a Morrow test well at a location 2180' FNL and 1980°
FWL to a depth sufficient to adequately test the Morrow formation,

‘anticipated total depth being 10,550' beneath the surface. While

drilling said well, Mewbourne shall evaluate to its satisfaction,
all other formations encountered at lesser depths.

As to the above well proposal, Mewbourne requests your election to
participate in the above well to the full extent of your leasehold
interest in the spacing unit, farmout to Mewbourne or sell your

"interest to Mewbourne on the same general terms offered you
"previously in Mewbourne's letter dated February 5, 13993 wherein

Mewbourne proposed drilling the Illinois Camp "17" State #2 well at
a location described in the SE/4 of the captioned Section 17.

In the event you elect to participate in the drilling and
completion of the Illinois Camp "17" State #1 well, enclosed for
your consideration and execution is a copy of Mewbourne's AFE dated
February 1, 1993 for said well.
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Michael P. Grace
February 19, 1993
Page 2

As Mewbourne would like to commence drilling. operations on the
captioned well within 45 days from this date, your earliest
response to the above would be greatly appreciated.

Sincersly

mpany

Paul Haden, CPL
Landman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 5, 1993

CERTIFIED MAIL - RETURN RECEIPT

Michael P. Grace
P. 0. Box 731
Venice, California 90291

Re: Illinois Camp Prospect
Illinois Camp "17" State #2
1980' FSL & 1980' FEL
Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

Subject to final management approval, Mewbourne 0il Company
(Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Morrow formation, anticipated
total depth being 10,600'. Furthermore, Mewbourne shall evaluate
to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well.

This well will be located approximately 1980' FSL & 1980' FEL of
Section 17-18S-28E, Eddy County, New Mexico. Cur AFE dated
February 3, 1993 is enclosed for your review. Should you desire to
participate to the full extent of your interest in the drilling,
testing and completion of this proposed well, please return an
executed copy of the AFE to the undersigned at your earliest
convenience.

Upon receipt of your executed AFE or by prior written request we
will forward our Joint Operating Agreement for your review and
execution.

In the event you do not wish to participate, Mewbourne respectfully
requests you elect one of the following options as to your
interest:

1) Farmout all of your interest in Section 17-188-28E to
Mewbourne under the following general terms:

(A) If any well drilled under the terms of our farmout
agreement results in o0il and/or gas production on a
proration unit that includes your acreage, Mewbourne will



Michael P. Grace
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earn an assignment of 100% of your rights and interest, free
of any liens or encumbrances, in the proration unit assigned
to each well to a depth of 100' below the total depth drilled
for each well, not to exceed the base of the Morrow formation,
plus any additional depth as 1is drilled to enable completion
in the Morrow formation.

(B) Upon completion of the initial test well as a producer or
dry hole, Mewbourne would have the recurring option, but
not the obligation, to commence additional wells on NMOCD
approved proration units that include your acreage to
establish 9il and/or gas production under the captioned
lands at depths not to exceed the base of the Morrow
formation. If any such option is exercised by Mewbourne,
Mewbourne agrees to allow not more than 180 days to
elapse between the completion of one well and the
commencement of operations for any next well.

(C) You will retain an overriding royalty interest equal to
the difference, if any, between 25% of all oil and gas
produced and the total of all royalty interests,
overriding royalty interests and other burdens or lawful
claims upon production to which your leases may be
currently subject, so that Mewbourne will be assigned a
75% pet revenue interest in your leases. Such overriding
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interest delivered to Mewbourne shall be subject to
proportionate reduction as to production allocated to the
proration unit where other leases or lands are included
in the proration unit.

(D) Upon acceptance of our farmout proposal you agree to
furnish at no cost to Mewbourne title information such as
copies of the leases covering the captioned lands, title
opinions currently in your possession, title curative,
letter agreements and any contracts currently in effect,
etc.

Should the above general terms be acceptable our formal Farmout
Agreement will be provided under separate cover.

2) Sell all of your right, title and interest in this section
subject to title approval, for $200.00 per acre delivering an
87.50% net revenue interest to Mewbourne.



Michael P. Grace
February 5, 1993
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As we anticipate drilling the captioned well in the first quarter
of 1993 your earliest response to this proposal would be greatly
appreciated.

Sincerely

1l :Company

PaulYHaden, CPL
Landman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 4, 1993

CERTIFIED MAIL - RETURN RECEIPT

Michael Grace & Corrine Grace
P. 0. Box 1418
Carlsbad, New Mexico 88220

Re: Illinois Camp Prospect
Illinois Camp 17 State #2
1980' FSL & 1980' FEL
Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

Subject to final management approval, Mewbourne O0il Company
(Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Morrow formation, anticipated
total depth being 10,600'.  Furthermore, Mewbourne shall evaluate
to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well. '

This well will be located approximately 1980' FSL & 1980' FEL of
Section 17-18S-28E, Eddy County, New Mexico. Our AFE dated
February 3, 1993 is enclosed for your review. Should you desire to
participate to the full extent of your interest in the drilling,
testing and completion of this proposed well, please return an
executed copy of the AFE to the undersigned at your earliest
convenience.

Upon receipt of your executed AFE or by prior written request we
will forward our Joint Operating Agreement for your review and
execution.

In the event you do not wish to participate, Mewbourne respectfully
requests you elect one of the following options as to Yyour
interest:

1) Farmout all of your interest in Section 17-18S-28E to
Mewbourne under the following general terms:

(A) If any well drilled under the terms of our farmout
agreement results in o0il and/or gas production on a
proration unit that includes your acreage, Mewbourne will



Michael Grace and Corrine Grace
February 4, 1993
Page 2

earn an assignment of 100% of your rights and interest, free
of any liens or encumbrances, in the proration unit assigned
to each well to a depth of 100' below the total depth drilled
for each well, not to exceed the base of the Morrow formaticn,
plus any additional depth as is drilled to enable completion’
in the Morrow formation. '

(B) Upon completion of the initial test well as a producer or
dry hole, Mewbourne would have the recurring option, but
not the obligation, to commence additional wells on NMOCD
approved proration units that include your acreage to
establish oil and/or gas production under the captioned
lands at depths not to exceed the base of the Morrow
formation. If any such option is exercised by Mewbourne,
Mewbourne agrees to allow not more than 180 days to
elapse between the completion of cie well and the
commencement of operations for aiy next well.

(C) You will retain an overriding royalty interest equal to
the difference, if any, between 25% of all oil and gas
produced and the total of all royalty interests,
overriding royalty interests and other burdens or lawful
claims upon production to which your leases may be
currently subject, so that Mewbourne will be assigned a
75% net revenue interest in your leases. Such overriding
royalty interest retained by you and the net revenue
interest delivered to Mewbourne shall be subject to
proportionate reduction as to production allocated to the
proration unit where other leases or lands are included
in the proration unit.

(D) Upon acceptance of our farmout proposal you agree to
furnish at no cost to Mewbourne title information such as
coplies of the leases covering the captioned lands, title
opinions currently in your possession, title curative,
letter agreements and any contracts currently in effect,
etc.

Should the above general terms be acceptable our formal
Parmout Agreement will be provided under separate cover.

2) Sell all of your right, title and interest in this section
subject to title approval, for $200.00 per acre delivering an
87.50% net revenue interest to Mewbourne.



Michael & Corrine Grace
February 4, 1993
Page 3

As we anticipate drilling the captioned well in the first quarter

of 1993 your earliest response to this proposal would be greatly
appreciated. ' :

. Sincerely
Mewbourne 0il Company

Fhre W

Steve Cobb
District Landman

SC/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-371S
FAX (915) 6854170

March 9, 1992

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Michael and Corrine Grace
P. 0. Box 1418
Carlsbad, New»Mexico 88220

RE: T18S, R28E
Section 17: SE/4SW/4 below a
depth of 3000
Eddy County, New Mexico
State Lease L-3852

Dear Mr. & Mrs. Grace:

This 1is in followup of my previous letter dated February 14, 1992
wherein Mewbourne offered to purchase your operating rights under the
captioned land.

A response regarding our offer would be greatly appreciated at your
earliest convenience.

Sincerely,

. Paul
Landman

DPH/nb
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MEWBOURNE OI1L COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

{915) 682-3715
FAX (915) 6854170

February 14, 1992

Michael and Corrine Grace
P. 0. Box 1418
Carlsbad, New Mexico 88220

RE: T18S, R28E
Section 17: SE/4SW/4
below a depth of 3000
Eddy County, New Mexico
State Lease L-3852

Dear Mr. & Mrs. Grace:

State and county records indicate you own 907 of the operating rights
under the captioned 1land and depths. Accordingly, Mewbourne 0il
Company hereby offers you $200.00 per net acre for an assignment of
all of your right, title and interest in the operating rights under
the above land below a depth of 3000°.

The above offer 1is subject to immediate acceptance and approval of
title. '

Please respond at your earliest convenience. Your cooperation in
connection with the above is greatly appreciated.

Sincerely,
Mewb

ne 0%}/ Company

. Paul Haden
Landman

DPH/nb
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

March 10, 1993

Marathon 0il Company
P. 0. Box 552

Midland, Texas 79701
Attn: Randal Wilson

Re: Illinois Camp "17" State #1 Well
Illinois Camp Prospect
W/2 Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

The pooling application (NMOCD Case #10689) for the captioned unit
is to be heard before the New Mexico 0Oil Conservation Division on
March 18, 1993 in Santa Fe, New Mexico.

We would like to have a written commitment as to the status of your
interest prior to the pooling date and possibly avoid the pooling
of this unit. We invite you to contact the undersigned or Mr. Paul
Haden of this office as to any questions or considerations you may
have concerning your interest.

Sincerely,
Mewbourne 01l Company
e .

“ewy OV~
Steve Cobb

District Landman

SC/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 19, 1993

Marathon 0il Company

P. 0. Box 552

Midland, Texas 79701

Attn: Mr. Randal P. Wilson

Re: Illinois Camp Prospect
Illinois Camp '"17" State #1
W/2 Section 17, T18S, R28E
Eddy County, New Mexico

Gentlemen:

In reference to Mewbourne's previous letter dated February 4, 1993
wherein Mewbourne proposed the drilling of a Morrow test well named
above, please be advised Mewbourne has elected to drill said well
at a location 2180' FNL & 1980' FWL of the subject Section 17 in
lieu of a location at 1780' FNL & 1980' FWL as previously proposed.
Furthermore, the spacing unit for the above well shall be dedicated
to the W/2 of the captioned Section 17.

Enclosed for your consideration regarding the above is a copy of
Mewbourne's AFE for the above well which reflects the revised
location. The estimated well cost remains the same as the previous
AFE furnished you.

Sincerely,

PH/klc
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MEWBOURNE O1L COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 4, 1993

Marathon 0il Company

P. O. Box 552

Midland, Texas 79701

Attn: Mr. Randal P. Wilson

Re: Illinois Camp Prospect
Illinois Camp 17 State #1
1980' FWL & 1780' FNL
Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

Subject to final management approval, Mewbourne 0il Company
{Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Morrow formation, anticipated
total depth being 10,550'. Furthermore, Mewbourne shall evaluate
to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well.

This well will be located approximately 1980' FWL & 1780' FNL of
Section 17-~18S-28E, Eddy County, New Mexico. Our AFE dated
February 1, 1993 is enclosed for your review. Should you desire to
participate to the full extent of your interest in the drilling,
testing and completion of this proposed well, please return an
executed copy of the AFE to the undersigned at your earliest
convenience.

Upon receipt of your executed AFE or by prior written request we
will forward our Joint Operating Agreement for your review and
execution.

In the event you do not wish to participate, Mewbourne respectfully
requests you elect one of the following options as to vyour
interest:

1) Farmout all of vyour interest 1in Section 17-18S-28E to
Mewbourne under the following general terms:

(A) If any well drilled under the terms of our farmout
agreement results in o1l and/or gas production on a
proration unit that includes your acreage, Mewbourne will



1('

Marathon 0il Company
February 4, 1993

Page 2

earn an assignment of 100% of your rights and interest, free
of any liens or encumbrances, in the proration unit assigned
to each well to a depth of 100' below the total depth drilled
for each well, not to exceed the base of the Morrow formation,
plus any additional depth as is drilled to enable completion
in the Morrow formation. ‘

(B)

(C)

(D)

Upon completion of the initial test well as a producer or
dry hole, Mewbourne would have the recurring option, but
not the obligation, to commence additional wells on NMOCD
approved proration units that include your acreage to
establish o1l and/or gas production under the captioned
lands at depths not to exceed the base of the Morrow
formation. If any such option is exercised by Mewbourne,
Mewbourne agrees to allow not more than 180 days to
elapse between the completion of one well and the
commencement of operations for any next well.

You will retain an overriding rovalty interest equal to
the difference, if any, between 25% of all o0il and gas
produced and the total of all royalty 1interests,
overriding royalty interests and other burdens or lawful
claims upon production to which your leases may be
currently subject, so that Mewbourne will be assigned a
75% net revenue interest in your leases. Such overriding
royalty interest retained by you and the net revenue
interest delivered to Mewbourne shall be subject to
proportionate reduction as to production allocated to the
proration unit where other leases or lands are included
in the proration unit.

Upon acceptance of our farmout proposal you agree to
furnish at no cost to Mewbourne title information such as
copies of the leases covering the captioned lands, title
opinions currently in your possession, title curative,
letter agreements and any contracts currently in effect,
etc.

Should the above general terms be acceptable our formal
Farmout Agreement will be provided under separate cover.

2) Sell all of your right, title and interest in this section
subject to title approval, for $200.00 per acre delivering an
86.93% net revenue interest to Mewbourne.



Marathon 0il Company
February 4, 1993
Page 3

As we anticipate drilling the captioned well in the first quarter
of 1993 your earliest response to this proposal would be greatly
appreciated.

Sincerely
Mewbourne 0il Company

5537102, cr)i//

Steve Cobb
District Landman

SC/klc



Mid-Cor. __nt Region / )/

~ Exploration United States
Marathon . PO. Box 552
Oil cOmpany Midland, Texas 79702

Telephone 915/682-1626

November 5, 1991

Mewbourne 0il Company
500 W. Texas, Suite 1020
Midland, Texas 79701

Attention: Mr. D. Paul Haden

Re: Our Lease NM-50 - State of New Mexico #647
NM-4043 - State of New Mexico #657-368
NM-4111 - State of New Mexico E-1821
NW/4 SW/4, S/2 NE/4, SW/4 SW/4
Section 17, T-18-S, R-28-E,
Eddy County, New Mexico

Dear Mr. Haden:

Marathon 0il Company has reviewed your proposal made in letter dated October
3, 1991, and decided against assigning any interest in the referenced proper-
ty.

Very truly yours,

MARATHON OIL COMPANY

7/

Randal P. Wilson, CPL
Landman

RPW;mmec’

A subsidiary of USX Corporation An Equal Opportunity Employer
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MEWBOURNE OI1L COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 6854170

October 3, 1991

Marathon 0il Company
P, 0. Box 552
Midland, TX 79702

Attention: Mr. Leland D. Howard

Re: Purchase offer
T18S,R28E
Section 17: S/2NE/4,
SW/4SW/4 and NW/4SW/4
below the base of the
San Andres formation to
the base of the Morrow
Eddy County, N.M.

Gentlemen:

Regarding the captioned land, Mewbourne 0il Company hereby offers Marathon 0il
Company $250.00 per net mineral acre for a 2 year term assignment of
Marathon's operating rights below the base of the San Andres formation with
such assignment providing Mewbourne an 807 net revenue interest.

The above offer is subject to approval of title and immediate acceptance.

Very tyuly) yoyrs,

Gl

D. Paul Haden
Landman

DPH/mjd
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W. Thomas Kellahin, Esq.
Post Office Box 22890
Santa Fe, New Mexico 87504-2280

Re: Illinois Camp "17" State No. 1 Well; OCD
Case No. 10,689

Dear Mr. Kellahin:

Mswbourne 0il Company and Oxy U.S.A.

Inc. have reached

agreement regarding the commitment of Oxy's interest to the above

well.

Therefore, Mewbourne 0Oil Company will dismiss Oxy from the

above compulsory pooling case.

JB: fras

Q3

Very truly yours,

HINKLE, COX, EATON, COFFIELD
HENSLE

Jigmes Bruce

M. Gooding
S. Cobb /

OXY

JGR5\93567.¢
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

+ (915) 682-3715
FAX (915) 685-4170

February 26, 1993

Via Fax

0XY USA, Inc.

Box 50250

Midland, Texas 79710
Attn: Mike Gooding

Re: Purchase Offers and
Well Proposals;
Section 5, 6, 17 and 18,
T18S, R28E, and
Section 2 and 13, T18S, R27E
Eddy County, New Mexico

Gentlemen:

Pursuant to OXY's request regarding Mewbourne's recent purchase
offers and well proposals covering 0XY's interest under portions of
the captioned lands, the following is a listing of the information
OXY requested.

1) MOC's Chalk Bluff Federal #2 well located in the NW/4 (a N/2
unit) in Section 1, T18S, R27E, Eddy County, New Mexico was
drilled to a total depth of 10,140' and was completed as a

Morrow producer 8-24-~91. Said well had lost circulation
problems but not severe. The total actual well cost for said
well was approximately §$723,000. However, 1if severe lost

circulation is encountered, the well costs in this area could
be significantly greater.

2) The LOE for the referenced well runs $1,400.00/month.

3) The BTU content of the above well is 1.124 MMBTU.
MCPF

4) MOC's current net gas price for the above well and immediate
area is $1.79/MCF for February 1993.

The above information is furnished at your request purely as a
matter of accommodation. Your use of or reliance on such
information shall be without recourse to Mewbourne 0il Company.



OXY USA, Inc.
February 26, 1993
Page 2

Should you have any questions regarding the above or in regard to
Mewbourne's proposals, please call.

Sincerely, /

/ /
/ /

il:fompany

Paul Haden, CPL
Landman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 22, 1993

Via Fax

OXY USA Inc.

Box 50250

Midland, Texas 79710
Attn: Mike Gooding

Re: Purchase Offers and
Well Proposals;
Sec. 17 & 18, T18S, R28E,
Sec. 2 and 13, T18S, R27E
Eddy County, New Mexico

Dear Mike:

Pursuant to our meeting February 12, 1993, this letter 1is to advise
0XY of Mewbourne's rank in priority regarding a decision from OXY
as to the above lands. As we plan to commence drilling an initial
Morrow test well in the W/2 of the captioned Section 17 within 45
days, the requests as to Section 17 and 18 are the most important
to us. As to the requests for Sections 2 and 13 we would like to
have an answer as soon as possible, but such lands have less
priority to us. However, we do plan to drill an initial Upper
Pennsylvanian Carbonate test 1in Section 13 as soon as our land
trades are finalized. Regarding such test well, we will submit you
a well proposal under separate cover.

Should you have any questions regarding the above, please call.
Your cooperation 1in connection with Mewbourne's requests are
sincerely appreciated.

Paul Haden, CPL
andman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 7970}

(915) 682-3715
FAX (915) 685-4170

February 19, 1993

0OXY USA, Inc.

6 Desta Drive

Box 50250

Midland, Texas 79710
Attn: Mr. Mike Gooding

Re: Illinocis Camp Prospect
Illinois Camp "17" State #1
W/2 Section 17, T18S, R28E
Eddy County, New Mexico

Gentlemen:

In reference to Mewbourne's previous letter dated February 4, 1993
wherein Mewbourne proposed the drilling of a Morrow test well named
above, please be advised Mewbourne has elected to drill said well
at a location 2180' FNL & 1980' FWL of the subject Section 17 in
lieu of a location at 1780' FNL & 1980' FWL as previously proposed.
Furthermore, the spacing unit for the above well shall be dedicated
to the W/2 of the captioned Section 17.

Enclosed for your consideration regarding the above is a copy of
Mewbourne's AFE for the above well which reflects the revised

location. The estimated well cost remains the same as the previous
AFE furnished you.

Sincerely,

MewD il/Comgany

Paul Haden, CPL
Landman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 4, 1993

0XY USA, Inc.

6 Desta Drive

Box 50250

Midland, Texas 79710
Attn: Mr. Mike Gooding

Re: Illinois Camp Prospect
Illinois Camp 17 State #1
1980' FWL & 1780' FNL
Section 17-18S8-28E
Eddy County, New Mexico

Gentlemen:

Subject to final management approval, Mewbourne 0il Company
(Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Morrow formation, anticipated
total depth being 10,550'. Furthermore, Mewbourne shall evaluate
to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well.

This well will be located approximately 1980' FWL & 1780' FNL of
Section 17-18S-28E, Eddy County, New Mexico. Our AFE dated
February 1, 1993 is enclosed for your review. Should you desire to
participate to the full extent of your interest in the drilling,
testing and completion of this proposed well, please return an
executed copy of the AFE to the undersigned at your earliest
convenience.

Upon receipt of your executed AFE or by prior written request we
will forward our Joint Operating Agreement for your review and
execution.

In the event you do not wish to participate, Mewbourne respectfully
requests you elect one of the following options as to your
interest:

1) Farmout all of your interest in Section 17-18S-28E to
Mewbourne under the following general terms:

(A) If any well drilled under the terms of our farmout
agreement results in o0il and/or gas production on a
proration unit that includes your acreage, Mewbourne will



OXY USA, Inc.
February 4, 1993
Page 2

earn an assignment of 100% of your rights and interest, free
of any liens or encumbrances, in the proration unit assigned
to each well to a depth of 100' below the total depth drilled
for each well, not to exceed the base of the Morrow formation,
plus any additional depth as is drilled to enable completion

in the Morrow formation. '

(B) Upon completion of the initial test well as a producer or
dry hole, Mewbourne would have the recurring option, but
not the obligation, to commence additional wells on NMOCD
approved proration units that include your acreage to
establish o0il and/or gas production under the captioned
lands at depths not to exceed the base of the Morrow
formation. If any such option is exercised by Mewbourne,
Mewbourne agrees to allow not more than 180 days to
elapse between the completion of one well and the
commencement of operations for any next well.

(C) You will retain an overriding royalty interest equal to
the difference, if any, between 25% of all oil and gas
produced and the total of all royalty interests,
overriding royalty interests and other burdens or lawful
claims upon production to which your leases may be
currently subject, so that Mewbhourne will be assigned a
75% net revenue interest in your leases. Such overriding
royalty interest retained by you and the net revenue
interest delivered to Mewbourne shall be subject to
proportionate reduction as to production allocated to the
proration unit where other leases or lands are included
in the proration unit.

(D) Upon acceptance of our farmout proposal you agree to
furnish at no cost to Mewbourne title information such as
copies of the leases covering the captioned lands, title
opinions currently in your possession, title curative,
letter agreements and any contracts currently in effect,
etc.

Should the above general terms be acceptable our formal
Farmout Agreement will be provided under separate cover.

2) Sell all of your right, title and interest in this section
subject to title approval, for $200.00 per acre delivering an
87.50% net revenue interest to Mewbourne.



OXY USA, Inc.
February 4, 1993
Page 3

As we anticipate drilling the captioned well in the first quarter
of 1993 your earliest response to this proposal would be greatly
appreciated.

Sincerely
Mewbourne 0il Company

' .
5{7:@'2 (fb '

Steve Cobb
District Landman

SC/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

October 18, 1991

Oxy USA Inc.
Box 50250
Midland, Texas 79710

Attention: Mr. Charles E. Dickenson

RE: T18S, R28E
Section 17: NE/4NW/4, below a
depth of 2324°';
Section 18: N/2NW/4
Eddy County, New Mexico

Gentlemen:

Records indicate you own the operating rights as to certain depths
under the captioned lands. Accordingly, Mewbourne 0il Company hereby
offers you $250.00 per mnet acre for all of your right, title and
interest in the operating rights under the captioned lands.

The above offer 1is subject to immediate acceptance and approval of
title. .

Sincerely,

. Paul Haden
Landman

DPH/nb
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p#,, LL)PS MEWBOURNE OIL COMPANY
500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

March 10, 1983

Phillips Petroleum Company
4001 Penbrook
Odessa, Texas 79762

Attn: Mr. Troy E. Richard

Re: Illinois Camp Prospect
Illinois Camp "17" State #1
W/2 Sec. 17, T18S, RZ8E
Eddy County, New Mexico

Gentlemen:

Regarding the captioned well proposed by Mewbourne 0il Company as
Operator, enclosed for Phillips Petroleum Company's consideration
and execution are duplicate originals of Mewbourne's proposed
Operating Agreement dated March 4, 1993.

Please have the enclosed Operatiny Agreements executed on behalf of
Phillips Petroleum Company and return one executed original of said
agreement to the undersigned for further handling at your earliest
convenience.

Your cooperation in connection with Mewbourne's well proposal 1is
greatly appreciated.

Codpany

Paul Hdden, CPL
Landman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 19, 1993

Phillips Petroleum Company
4001 Penbrook

Odessa, Texas 79762

Attn: Mr. Troy E. Richard

Re: Illinois Camp Prospect
Illinois Camp "17" State #1
W/2 Section 17, T18S, R28E
Eddy County, New Mexico

Gentlemen:

In reference to Mewbourne's previous letter dated February 2, 1993
wherein Mewbourne proposed the drilling of a Morrow test well named
above, please be advised Mewbourne has elected to drill said well
at a location 2180' FNL & 1980' FWL of the subject Section 17 in
lieu of a location at 1780' FNL & 1980' FWL as previously proposed.
Furthermore, the spacing unit for the above well shall be dedicated
to the W/2 of the captioned Section 17.

Enclosed for your consideration regarding the above is a copy of
Mewbourne's AFE for the above well which reflects the revised
location. The estimated well cost remains the same as the previous
AFE furnished you.

Paul Haden, CPL

andman

PH/klc
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Compiete items 1 and/or 2 tor additional services.

Compiete items 3, and 4a & b.

Puat your name and addiess on the reverss of this form 80 that we can
return this card 1Q you.
* Autach thus form to the lront of the mailpiece, or on the back if space
. & QO®s DOl permit. .
~ ® ¢ Wirita “Retuin Receipt Requesiad’ on the maipiece beiow the article numnaw
* The Retusrn Receipt will show 10 whoim the arucle was dalivelad and the dats

SENDER: ‘

everse side?

{ also wish to receive the
following services (tor an extra

tee):

1. O Addressee’s Address

2. O Restricted Delivery

e - e~ - v e mane

C deliverad. Consult postmastar for fee.
% 3. Article Addressed to: 43. Article Number
o .
53 . P 060 146 792
%  PHILLIPS PCTROLEUM Co. 4b. Service Type
S 400L PENBROOK 0O Regi‘sfewd 3 insurea
@ ODESSA, TEXAS 79762 -~ | R Cenified Q coo _
w . {) Express Mail  [J Return Receipt tor
g - Merchandise
7. Data of Delivary
[)
< (e 128/p  2-3-0p6)
€l 5. Signawure (Addpessee) 8. Addressee’s Address (Only if requested
E and fee is paid)
& B.Qiignawre (Agent)
3.
>
2

PS Form 3811, December 1991 = LS.GPO.:1R307-5%0 DOMESTIC RETURN RECEIPT

Thenk you for using Return Receipt Service.

4
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 5, 1993

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Phillips Petroleum Company
4001 Penbrook

Odessa, Texas 79762

Attn: Mr. Troy E. Richard

Re: Illinois Camp Prospect
Illinois Camp "17" State #2
Illinois Camp "18" State #1
T-188, R-28E
Eddy County, New Mexico

Gentlemen,

Pursuant to our well proposal letter of February 2, 1993 covering
the captioned wells, enclosed are AFE's covering our Illinois Camp
"17" State #2 well dated February 3, 1993 and our Illinois Camp
"18" State #1 well dated February 3, 1993 for your review.

Should vyou have any questions or require any additional
information, please do not hesitate to call.

Sincerely,

Mewbourne 0il Company
—

He )

Steve Cobb

SC/klc
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Isyour RETURN ADDRESS completed on the reverse sido?

~

_SENDER:

Complete items 1 and/or 2 for additional services.
Compiete items 3, and 4a & b.

| also wish to receive
following services {for an e.__ o

® Print your name and address on the reverse of this form so that we can fea):
return this card to you. .

s Attach this form to the front of the maclpnece, or on the back if space

does not permit.
* Wirite “Return Receipt Requested’’ on the mailpiece below the article number . 2. G Restricted D elivery

* The Return Receipt will show to whom the article was deiivered and the date

delivered.

1. [J Addressee’s Address

Consult postmaster for fee.

3. Article Addressed tp:

Phillips Petroleum Company
4001 Penbrook

Odessa, Texas 79762

Attn: Mr. Troy E. Richard

4a. Arnticle Number

P 546 946 58

4b. Service Type
Registered 3 tnsurea
[ Certified O cop

Mail Return Receipt for
0 Express Mail (] Merchandise

7. Date of Delivery
2-3-92 (5

@at e ddressee)”

6. Signature (Agent)

8. Addressee’s Address (Onfy# requested
and fee is paid)

PS Form 3811, December 1991 w US.GPO.: 1982307530 DOMESTIC RETURN RECEIPT

Thank you for using Return Receipt Service.
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MEWBOURNE OIL COMPAN

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (515) 685-4170

February 2, 1993

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Phillips Petroleum Company
4001 Penbrook

Odessa, Texas 79762

Attn: Mr. Troy E. Richard

Re: Illinois Camp "17" State #1
and #2 Wells;
Illinois Camp 18" State #1
Well
T18S, R28E
Section 17: S/2NW/4, NE/4SE/4
and SW/4SE/4, all below a depth
of 3000';
Section 18: Lots 3 and 4
(W/2SW/4), NE/4SE/4 and SW/4SE/ 4,
all below a depth of 3000', and
E/28W/4 as to all depths
Eddy County, New Mexico

Gentlemen:

Title examination indicates Phillips Petroleum Company owns 100% of
the operating rights in the captioned land and depths which
collectively cover 407.21 net acres, more or less.

Regarding the above, Mewbourne 0il Company hereby offers Phillips
Petroleum Company $200.00 per net mineral acre for all of their
right title and interest in the captioned lands and depths subject
to approval of title and immediate acceptance.

In the event Phillips desires not to sell its interest as proposed,
Mewbourne 0il Company requests a farmout of the Phillips interest
in support of the captioned wells on the following proposed terms:

1) Mewbourne ©0il Company (Mewbourne), as operator, will be
obligated to commence within 180 days from the execution date
of your formal farmout agreement an initial test well at a
location of Mewbourne's choice in the NW/4 of the captioned
Section 17 and drill same to a depth sufficient to adequately
test the Morrow formation, estimated total depth being 10,550°




Phillips Petroleum Company
February 2, 1993
Page 2

beneath the surface. The spacing unit for the initial well
will be dedicated to the N/2 of the captioned Section 17.

2) Upon completion of the initial well as a producer or dry hole,
Mewbourne would have the option but not the obligation to
commence additional wells on NMOCD approved proration units
including your acreage to establish'oil and/or gas production
under the captioned lands not to exceed the base of the Morrow
formation. If such option 1is exercised by Mewbourne,
Mewbourne agrees to allow not more than 180 days to elapse
between the completion of one well and the commencement of the
next well until all of your acreage in the captioned lands is
earned by Mewbourne under a continuous drilling program.

3) If any well drilled under the terms of your farmout agreement
results in oil and/or gas production including your acreage,
Mewbourne will earn an assignment of 100% of your operating
rights in the proration units allocated to each well to 100
below the total depth drilled for each well, not to exceed the
base of the Morrow formation.

4) Phillips would retain in addition to the shallow depth
restrictions specified above and below 100' below the total
depth drilled for each well, an overriding rovalty interest
equal to the difference between 25% of all oil and gas
produced and the total of all royalty interests and other
burdens or lawful claims upon production which your leases may
be currently subject, to the extent Mewbourne will be assigned
a 75% net revenue interest in your leases. Such overriding
royalty interest retained by Phillips and the net revenue
interest delivered to Mewbourne shall be subject to
proportionate reduction as to production allocated to the
proration units.

5) Upon acceptance of our farmout proposal you agree to furnish
us with title information at no cost to Mewbourne such as
copies of the leases covering the captioned lands, title
opinions currently in your possession, title curative, letter
agreements and any contracts currently in effect, etc.

In the event you do not desire to farmout or sell your acreage to
Mewbourne as proposed above, Mewbourne invites your company to join
Mewbourne in the captioned wells to the extent of Phillips interest
in the spacing unit for each well. Enclosed for Phillips'
consideration in this connection is a copy of Mewbourne's AFE for
the Illinois Camp "17% State #1 well. As to the other two (2)
wells proposed above, I will forward you an AFE for each well in
the next few days.



Phillips Petroleum Company
February 2, 1993
Page 3

As Mewbourne 0il Company is interested in drilling the captioned
wells in the very near future, Mewbourne would appreciate an early

decision from your company to allow us to flnallve our drilling
schedule with our drilling contractors.

Your cooperation in connection with the above well proposals are
greatly appreciated.

Sincerely,

Company

. Paul Haden, CPL
Landman

PH/klc
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MEWBOURNE OIL COMPAN

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170
October 17, 1991

Phillips Petroleum Company
4001 Penbrook
Odessa, Texas 79762

Attention: Troy E. Richard
Landman

RE: T18S, R28E
Section 17: S/2NW/4 and
SW/4SE/4;
Section 18: SW/4, NE/4SE/4
and SW/4SE/4
Eddy County, New Mexico

Gentlemen:

Records indicate you own the operating rights as to certain depths
under the captioned lands. Accordingly, Mewbourne 0il Company hereby
offers you §250.00 per net acre for all of your right, title and
interest in the operating rights under the captioned lands.

As there may be production under parts of the above lands, Mewbourne
would be agreeable to limiting an assignment for the rights below the
base of whatever formation is currently producing on the respective
proration units currently allocated to production.

The above offer is subject to immediate acceptance and approval of
title.

Sincérely,
Mewboprne Ol Company

. Paul Haden
Landman

DPH/nb



MEWBOURNE OIL COMPANY

500 W, TEXAS. SUITE 1020
MIDLAND, TEXAS 79701

915) ;;—3715 VATES

FAX (915) 685-4170

March 10, 198963

Yates Petroleum Corporation
105 §. Fourth Street
Artesia, New Mexico 88210
Attn: Mr. Robert H. Bullock

Re: Illinois Camp Prospect
Illincis Camp "17'" State #1
W/2 Sec. 17, T18S, R28E
Eddy County, New Mexico

Gentlemen:

Regarding the captioned well proposed by Mewbourne 0il Company as
Operator, enclosed for Yates Petroleum Corporation's consideration
and execution are duplicate originals of Mewbourne's proposed
Operating Agreement dated March 4, 1993.

Please have the enclosed Operating Agreements executed on behalf of
Yates Petroleum Corporation and return one executed original of
sald agreement to the undersigned for further handling at your
earliest convenience.

Your cooperation in connection with Mewbourne's well proposal is
greatly appreciated.

Sincerely,

D. Paul Haden, CPL
Landman

PH/klc
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MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 19, 1993

Yates Petroleum Corporation
105 South Fourth

Artesia, New Mexico 88201
Attn: Mr. Robert Bullock

Re: Illinois Camp Prospect
Illinois Camp "17" State #1
W/2 Section 17, T18S, R28E
Eddy County, New Mexico

Gentlemen:

In reference to Mewbourne's previous letter dated February 5, 1993
wherein Mewbourne proposed the drilling of a Morrow test well named
above, please be advised Mewbourne has elected to drill said well
at a location 2180' FNL & 1980' FWL of the subject Section 17 in
lieu of a location at 1780' FNL & 1980' FWL as previously proposed.
Furthermore, the spacing unit for the above well shall be dedicated
to the W/2 of the captioned Section 17.

Enclosed for your consideration regarding the above is a copy of
Mewbourne's AFE for the above well which reflects the revised
location. The estimated well cost remains the same as the previous

AFE furnished you.
zany

Paul Haden, CPL
Landman

Sincerel

PH/klc



5 SENDER: .
[ ] . . -
B ¢ Complete items 1 and/or 2 for additional services. | also wish to receive e
® » Complete items 3, and 4a & b. tollowing services (for an .__a
8 ¢ Print your name and address on the reverse of this form so that we can fee):
& retum this card to you. )
> « Attach this form to the front of the mailpiece, or on the back if space 1. (O Addressee’s Address
£ does not permit.
+ Write “’Return Receipt Requested’’ on the mailpiece below the article number. . .
é « The Return Receipt will show to whom the article was delivered and the date 2. D Restricted Delivery
£ delivered. Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number
P 546 946 588
Yates Petroleum Corp. A Sovice T >
. Service Type
i'.os S?Uth Fourth . St. [ Registered {7 Insurea
rtesia, New Mexico 88201 X Certified O cop :
Attn: Rob Bullock (7 Express Mail [ Return Recaipt for

Merchandise

7. Date of Delivery

. Si 8. Addressbe’s Address (Only if requested
and fee is paid)

iIs your RETURN ADDRESS completed o

PS Form 3811, December 1991 = USGPO.: 199230753 DOMESTIC RETURN RECEIPT

Thank you for using Return Receipt Service.



MEWBOURNE OIL COMPANY

500 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(915) 682-3715
FAX (915) 685-4170

February 5, 1993

CERTIFIED MAIL - RETURN RECEIPT

Yates Petroleum

105 South Fourth

Artesia, New Mexico 88201
Attn: Robert Bullock

Re: Illinois Camp Prospect
Illinois Camp "17" State #1
1980' FWL & 1780' FNL
Section 17-18S-28E
Eddy County, New Mexico

Gentlemen:

Subject to final management approval, Mewbourne O0il Company
(Mewbourne) hereby proposes the drilling of a well to a depth
sufficient to adequately test the Morrow formation, anticipated
total depth being 10,550'. Furthermore, Mewbourne shall evaluate
to its satisfaction, all other formations encountered at lesser
depths in the drilling of said well.

This well will be located approximately 1980' FWL & 1780' FNL of
Section 17-18S-28E, Eddy County, New Mexico. Our AFE dated
February 1, 1993 is enclosed for your review. Should you desire to
participate to the full extent of your interest in the drilling,
testing and completion of this proposed well, please return an
executed copy of the AFE to the undersigned at your earliest
convenience.,

Upon receipt of your executed AFE or by prior written request we
will forward our Joint Operating Agreement for your review and
execution,

In the event you do not wish to participate, Mewbourne respectfully
requests that you farmout all of your interest in Section 17-18S8-
28E to Mewbourne under the following general terms:

(A) If any well drilled under the terms of our farmout agreement
results in o0il and/or gas production on a proration unit that
includes your acreage, Mewbourne will earn an assignment of
100% of your rights and interest, free of any 1liens or
encumbrances, in the proration unit assigned to each well to



Yates Petroleum
February 5, 1993
Page 2

(B)

(C)

(D)

a depth of 100' below the total depth drilled for each well,
not to exceed the base of the Morrow formation, plus any
additional depth as is drilled to enable completion in the
Morrow formation.

Upon completion of the initial test well as a producer or a4ry
hole, Mewbourne would have the recurring option, but not the
obligation, to commence additional wells on NMOCD approved
proration units that include your acreage to establish oil
and/or gas production under the captioned lands at depths not
to exceed the base of the Morrow formation. If any such
option is exercised by Mewbourne, Mewbourne agrees to allow
not more than 180 days to elapse between the completion of one
well and the commencement of operations for any next well.

You will retain an overriding royalty interest equal to the
difference, if any, between 25% of all oil and gas produced
and the total of all royalty interests, overriding royalty
interests and other burdens or lawful claims upon production
to which your leases may be currently subject, so that
Mewbourne will be assigned a 75% net revenue interest in your
leases. Such overriding royalty interest retained by you and
the net revenue interest delivered to Mewbourne shall be
subject to proportionate reduction as to production allocated
to the proration unit where other leases or lands are included
in the proration unit.

Upon acceptance of our farmout proposal you agree to furnish
at no cost to Mewbourne title information such as copies of
the 1leases covering the captioned 1lands, title opinions
currently in your ©possession, title curative, letter
agreements and any contracts currently in effect, etc.

Should the above general terms be acceptable our formal Farmout
Agreement will be provided under separate cover.

As we anticipate drilling the captioned well in the first quarter
of 1993 your earliest response to this proposal would be greatly
appreciated.

Sincerely

Mewbourne 0il Company

%f’" s U\J '{/

T v

Steve Cobb
District Landman
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MEWBOURNE OIL COMPANY
Authorization for Expenditure
-

Revised

Prospect___ 11linois Camp well Name and No. I1linois Camp “17" State #l

Field 11)inois Camp Morrow Location 1680' FWL & Z2180'FnL

Section__ 17 Block Township___18S  Renge__ 28F  Survey
County fddy State_ New Mexico Proposed Depth_10,550*
COST TO COMPLETION
DESCRIPTION CASING POINT COST
AFE NO.____ | APENO.___
INTANGIBLE COST 180
300 Peramits & Surveys $ 600,00 1 ¢ 600.0C
301 Location, Koads & Damages 25.000,00 2,000.00
302 |Fooctage or Turnkey Drilling 179,000,00 Q-
303 Day Work 16,000,00 -0-
304 Puel, Water 5 Ocher 20.000,00 1.500.0¢
305 Complecion/Workover Rig -9Q- 18,000, Qt
306 Mud & Chemicals 22,000.00 500, O«
307 Cementing 15,000.00 18,000, 0
308 Logging & Wireline 18, 000.00 2,000 0C
309 Casing - Tubing Services & Tools 3,000, 00 2,000, 0
310 Mud Logging 5,000, 00 -0-
311 Teating 4,000.00 2,000, o
312 Treating -0- 42,000,000
313 Coring -0~ «(-
320 Transportation 2.,500.00 5.000, 0u
321 Welding & Construction Labor 2.000.00 1,.000.0C
322 Contract Supervision =0~ -Q-
330 Equipment Rental €.000,.00 4,000, 00
334 Well /Lease Legsl/Tax 1,500.00 -0-
335 Well/Lease Insurance £.000.00 -0-
350 Intangible Supplies 500,00 2000t
360 Pipeline ROW & Easements (- 31,000 Oy
367 Pipeline Interconnect ~0- 10,000 01
375 Company Supsrvision 35.000.00 10,000 (0
380 Ovachead Fixed RacCe 10480000 A.0040 01
399 Contingencies 10,400.00 3,900 0
Total Intangibles $ 382,000,000 1% 142.000.0¢
TANGIBLE COST 181
Conductor Casing $ -0- $ -0-
Surface Casing 13.3/8" @ 500" 9,000,00 -Q-
INT, Casin 9 5/8% @ 2600° 28.000.00 -Q-
Produccion Casing 6 ]/2" (8 10,550 =0- £9,000,0
Production Casing
Tubing 2 7/8"* 810,880 -0~ 24,000.0.
860 Drilling Head 3,.000.080 -(-
865 | Tubing Head -0- 3.000.0¢
870 Upper Section =0~ 3,500, Q
875 Sucker Rods =0- -0-
880 Packer, Pump & Octher Subsurface ~0- 6, 000,01
1$_885 Pumping Unit Q- -Q-
%" 890=1 | Tanke (Steel, Fiberglass) -Q- 6,000, 0
894~5 [ Separation Equipment (Fired, Non~fired) - ()- A.500 0t
898 Metering Equipment =0- 5,000 Ot
900 Line Pipe -0}~ 20 0060 (i
~ 905 Valvesa =0- 1 000 01
906 Miscellaneous Fittings & Accessories - [)- T
910 Production Equipment Insctallacion -0~ 15000, Ot
920 Pipeline Construction -0- 25,009, 0
Date Prepared: February 1, 1993 Total Tangibles § 40,000.00 | § 191,000.0:
Prepared By: Bill Pierce Subtotal $ 422,000.00 | s 333,000.0:
Company Approval: TOTAL WELL COST $ 755,000.00

Date Approved:_ 2 - -77%

Joint Owner Approval:

NEW MEXICO

OIL CONSERVATION DIVISION

——

Joint Owner Intervesct: EXHIBIT >
Joint Owner Amounc:
{(Revised 1-4-90) CASE NO. /O ] g? |
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COPAS Accounting Procedure
Wage Index Adjustment for 1992

The Petralcum Accountants Socicty of Cklahoma-Tulsa Following asc the past ycar's adjusiments;
has competed for COPAS the perceatage Wage Index
Adjustment 10 be an increase of 1.5 percent, This adjust- Effcclive Adjustment
mcat applics 10 thc Adminisiration Overhead and/or Apiil 1 . '
combincd fixcd ratcs as of April 1, 1992, bascd oa the 1963 +1.6%
index of average weckly camings of crude petrolcum and 1964 +39%
gas production workcss as published by the United Stalcs 1965. + 3%
Dcparument of Labor, Burcau of Labar Stauistics. These 1966 +2.2%
adjusuments arc provided for in the COPAS Accaunting 1967 +3.6%
Procedurcs dated 1962, 1968, 1974 and 1984, and the 1964 ) +5c1%
Of(shorc Accounting Proccdurcs of 1976 and 1986. © 1969 +HMN%
1970 +7.0%
The computation is as {ollows: 19 *5.9%
. 972 . «8.9%
1991  Average Eamnings $704.74 1973 +1.5%
1990 Averagc Eamings $694.22 1974 +35.2%
: 1975 +16.7%
Increase $10.52 1976 +10.3%
: 1977 +10.5%,
$10.52 + $694.22= 1.5% 1978 +103%
: ' 1979 +11.0%
Effective with April 1992 busincss, increase 1991 ratcs 1980 +93%
by multiplying currcat ratcs by 101.5%. - . 1981 +9.3%
: 1982 _ +13.0%
1983 +9.9%
1984 +59%
1983 +2,.7%
- £~ 1986 - 4 4%
- 1987 +4.5%
XAMIHER STCGN . 1988 4%
3 BEFORE EXAN T 1oa9 et
; OIL CONSERVATION DIVISION | 1990 +8.1%

P -~ 1991 +12%
: EXHIBIT MO. ___gﬁ——- s +1.5%

/1A%

| CASE NO.

v

Audit Per Dicm Rate Adjustment Continucs on Next
Page

Ry

COPAS Employee Benefits Survey

The 1992 Employce Benclits Limiwlion Survey was mailcd on May 11, 1992, 1o all COPAS member companics
and responscs asc dus by Junc 13, 1992

‘The results of this survey will dirccily determine the COPAS Employce Benefits Percentage for 1993 and we
strongly cacourage your company 10 panicipate. Please contact Debbic Theolokatos at (303) 893-1666 if you
have any questions.
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EXHIBIT * ?

ACCOUNTING PROCEDURE
JOINT OPERATIONS
I. 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 field operating
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 conditions and
problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s empioyees.

“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 Councii of Petroleum Accountants Societies.

Statement and Billings

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

Advances and Payments by Non-Operators

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

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

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at
on the first day of the month in which delinquency occurs plus 1% or the
maximum contract rate permitted by the applicable usury laws in the state in which the Joint Property is located,
whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid
amounts.

Adjustments

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

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

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator’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 w0 conduct a joint audit in a manner which will result in a minimum of inconvenience
to the Operator. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this
paragraph unless agreed to by the Operator. The audits shall not be conducted more than once each year
without prior approval of Operator, except upon the resignation or removal of the Operator, and shall be made
at the expense of those Non-Operators approving such audit.

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

Approval By Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of
this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no

contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and the
agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

[~}
—_—
——
——1
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I1. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1

Ecological and Environmental

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy
environmental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or
archaeological nature and pollution control procedures as required by applicable laws and regulations.

Rentals and Royalties

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

Labor

A,

(1) Salaries and wages of Qperator’s field employees directly employed on the Joint Property in the conduct of
Joint Operations.

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

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

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

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

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

Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 3A of this Section 1.

Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension. retirement,
stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labar cost chargeable to the
Joint Account under Paragraphs 3A and 3B of this Section II shall be Operator’s actual cost not to exceed the pereent
most recently recommended by the Council of Petroleumn Accountants Societies.
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Material

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

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

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

B. If surplus Material is moved to Operator’s warehouse or 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 where like material is normaily
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is
available when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the
amount most recently recommended by the Council of Petroleum Accountants Societies.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section III. The cost of professional consultant services and contract
services of technical personnel directly engaged on the Joint Property if such charges are execluded from the overhead
rates. The cost of professional consultant services or contract services of technical personnel not directly engaged on the
Joint Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnished By Operator

A.  Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating
expense, insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to
exceed percent ( %) 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 8A above, Operator may elect to use average commercial rates prevailing in the
immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Association.

Damages and Losses to Joint Property

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

Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to
protect or recover the Joint Property, except that no charge for services of Operator’s legal staff or fees or expense of
outside 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 1II unless otherwise agreed to by the Parties, except as provided in Section
I, Paragraph 3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad
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.




COPAS - 1984 — ONSHORE

Recommended by the Council
of Petroleum Accountants

BEBS oo otk 00 bd m

LPEBEIERRERRREEREEGRE

gryn

o [ I > b o B b B O G0 [~

55

13.

14.

15.

= iy

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are econducted in a state in which Operator may act as self-insurer for Worker'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 event, Operator shall include a charge at Operator’s cost not to exceed manual rates.

Abandonment and Reclamation

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

Communications

Cost of acquiring, leasing, installing, operating, repairing and maintaining communieation systems, including radio and
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section II.

Other Expenditures

Any other expenditure not covered or deait with in the foregoing provisions of this Section II, or in Section II[ and which
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.

II1. 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:

{ ) 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 3A, Section Il. 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 [II unless such cost and expense are
agreed to by the Parties as a direct charge to the Joint Account.

ii.  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 be covered by the overhead rates, or
() shall not be covered by the overhead rates.

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

() shalil be covered by the overhead rates, or
( ) shall not be covered by the overhead rates.

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

Drilling Well Rate §
{Prorated for less than a full month)

Producing Wel! Rate §
(2)  Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date
the drilling rig, ¢ rig, or other units used in completion of the well is released, whichever

-4 -
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is later, except that no charge rnall be made during suspension of drilling or completion operations
for fifteen (15) or more consecunive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5)
consecutive work days or more shall be made at the drilling well rate. Such charges shall be
applied for the period from date workover operations, with rig or other units used in workover,
commence through date of rig or other unit release, except that no charge shall be made during
suspension of operations for fifteen (15} or more consecutive calendar days.

(b) Producing Well Rates

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

(2) Each active completion in a multi-completed well in which proeduction 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
production shall be considered as a one-weil charge providing the gas well is directly connected to
a permanent sales outlet.

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

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

(8) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by rauitiplying
the rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude
Petroleum and Gas Production Workers for the last calendar year compared to the calendar year preceding as
shown by the index of average weekly earnings of Crude Petroleum and Gas Production Workers as published
by the United States Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as
published by Statistics Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or
minus the computed adjustment.

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

e Percent { %) of the cost of development of the Joint Property exclusive of costs
provided under Paragraph 10 of Section I and all salvage credits.

(b) Operating

e Percent( %) of the cost of operating the Joint Property exclusive of costs provided
under Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the
mineral interest in and to the Joint Property.

(2) Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III,
development shall include all costs in connection with drilling, redrilling, deepening, or any remedial
operations on any or all wells involving the use of drilling rig and crew capable of drilling to the producing
interval an the Joint Property; also, preliminary expenditures necessary in preparation for drilling and
expenditures incurred in abandoning when the well is not completed as a producer, and original cost of
construction or installation of fixed assets, the expansion of fixed assets and any other project clearly
discernible as a fixed asset, except Major Construction as defined in Paragraph 2 of this Section III. All other
costs shall be considered as operating.

Overhead - Major Construction
To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of

fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint
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Account for overhead based on the following rates for any Major Construction project in excess of $

A, %of first $100,000 or total cost if less, plus
B, %of costs in excess of $100,000 but less than $1,000,000, plus
C._— . %of costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded.

3. Catastrophe Overhead

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

A . %of tatal costs through $100,000; plus
B.— % of total costs in excess of $100,000 but less than $1,000,000; plus
Co % of total costs in excess of $1,000,000.

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead
provisions of this Section III shall apply.

4.  Amendment of Rates

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

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

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

1.  Purchases

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

2.  Transfers and Dispesitions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:

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

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill
published carload base prices effective as of date of movement pius transportation cost using the 80,000
pound carload weight basis to the railway receiving point nearest the Joint Property for which
published rail rates for tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound
or 90,000 pound rail rate may be used. Freight charges for tubing will be calculated from Lorain, Ohio
and casing from Youngstown, Ohio.

(b) For grades which are special to one mill only, prices shall be ecomputed at the mill base of that mill plus
transportation cost from that mill to the railway receiving point nearest the Joint Property as provided
above in Paragraph 2.A.(1)Xa). For transportation cost from points other than Eastern mills, the 30,000
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pound Oil Field Haulers Association interstate truck rate shall be used.

(¢) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.0.b. Houston,
Texas, plus transportation cost, using Qil Field Haulers Association interstate 30,000 pound truck rate,
to the railway receiving point nearest the Joint Property.

(d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices
f.0.b. the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate
per weight of tubing transferred, to the railway receiving point nearest the Joint Property.

Line Pipe
(a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or

more shall be priced under provisions of tubular goods pricing in Paragraph A.(1)a) as provided above.
Freight charges shall be calculated from Lorain, Ohio.

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

(¢) Line pipe 24 inch OD and over and % inch walil and larger shall be priced fob. the point of
manufacture at current new published prices plus transportation cost to the railway receiving point
nearest the Joint Property.

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall
be priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at
prices agreed to by the Parties.

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

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

railway receiving point nearest the Joint Property.

Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current

new price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or

point of manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint

Property. Unused new tubulars will be priced as provided above in Paragraph 2.A.(1) and (2).

Good Used Materiai (Condition B}

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

(1) Material moved to the Joint Property
At seventy-five percent (75%) of current new price, as determined by Paragraph A.

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

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was
originally charged to the Joint Account as new Material or

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was
originally charged to the Joint Account as used Material.

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

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

Other Used Material

(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by

Paragraph A. The cost of reconditioning shall be charged to the receiving property, provided Condition
C value plus cost of reconditioning does not exceed Condition B value.
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(2) Condition D

Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose
shall be priced on a basis commensurate with its use. Operator may dispose of Condition D Material
under procedures normaily used by Operator without prior approvai of Non-Operators.

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

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, eg.
power oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pipe.
Upset tubular goods shall be priced on a non upset basis.

(3) Condition E

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

D. Obsolete Material

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

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢)
per hundred weight on all tubular goods movements, in lieu of actual loading or unloading costs
sustained at the stocking point. The above rate shall be adjusted as of the first day of April each year
following January 1, 1985 by the same percentage increase or decrease used to adjust overhead rates in
Section III, Paragraph 1.A.(3). Each year, the rate calculated shall be rounded to the nearest cent and
shall be the rate in effect until the first day of April next year. Such rate shall be published each year
by the Council of Petroleum Accountants Societies.

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

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving it
to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior o 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 defective Material, credit shall not be passed to the Joint
Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Material.

L

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an
inventory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resuiting from the reconciliation of a physical inventory shall be made within six

months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for

-8-
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overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.
Special Inventories

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

Expense of Conducting Inventories

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

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except
inventories required due to change of Operator shall be charged to the Joint Account.




BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION
APPLICATION OF MEWBOURNE OIL COMPANY
FOR COMPULSORY POOLING, EDDY COUNTY, No. 10,689
NEW MEXICO.

AFFIDAVIT REGARDING NOTICE

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

D. Paul Haden, being duly sworn upon his oath, deposes and
states:

1. I am over the age of 18 and have personal knowledge of
the matters stated herein.

2. I am an employee and landman for Applicant herein.

3. Applicant has conducted a good faith, diligent effort to
find the correct addresses of interest owners entitled to receive
notice of the Application herein.

4. Notice of the Application was provided to the interest
owners at their correct addresses by mailing them, by certified
mail, a copy of the Application. Copies of the notice letters and

certified return receipts are attached hereto.

5. The notice provisions of een complied

with.

20

Haden °

,
D. Bbuf

SUBSCRIBED AND SWORN TO before me this _/77% day of March,
My commission expires:

1993 by D. Paul Haden. .
Bl Doage il
otary P%Eﬂic
[0-29- G5

JGB5\93565.d /Z&W’é’%\{




LEWIS C. COX

PAUL W. EATON
CONRAD £ COFFIELD
HAROLD L HENSLEY, JR.
STUART D SHANOR
ERIC D. LANPHERE

C. D. MARTIN

ROBERT P. TINNIN, JR.
MARSHALL G MARTIN
OWEN M. LOPEZ
DOUGLAS L. LUNSFORD
JOMN J. KELLY
NICHOLAS J. NOEDING
T. CALDER £2ZELL. JR
WILLIAM B. BURFORD®
RICHARD E OLSON
RICHARD R WILFONG*®
THOMAS J. MCBRIDE
JAMES J. WECHSLER
NANCY S. CUSACK
JEFFREY L FORNACIAR)
JEFFREY D. HEWETT
JAMES BRUCE

JERRY F SHACKELFORD®

JEFFREY W. HELLBERG*
ALBERT L PITTS
THOMAS M. HNASKG
JOHN C. CHAMBERS*
GARY D. COMPTON®*
MICHAEL A. GROSS
THOMAS D. HAINES. JR
GREGORY J NIBERT
DAVID T MARKETTE®
MARK C. DOW

FRED W. SCHWENDIMANN

JAMES M. HUDSCON
JEFFREY S. BAIRD®

REBECCA NICHOLS JCOHNSON

WILLIAM P JOHNSON

STANLEY K. KOTOVSKY. JR

H. R. THOMAS
ELLEN S CASEY

MARGARET CARTER LUDEWIG

S BARRY PAISNER

STEPHEN M. CRAMPTON

MARTIN MEYERS
GREGORY S. WHEELER
ANDREW J. CLOUTIER
JAMES A GILLESPIE
GARY W LARSON
STEPHANIE LANDRY
JOHN R. KULSETH. JR
MARGARET R. MCNETT

BRIAN T. CARTWRIGHT®

LISA K SMITH®
ROBERT H. BETHEA*
BRADLEY W HOWARD
CHARLES A SUTTCN
NORMAN D. EWART
OARREN T GROCE®
MOLLY MCINTOSH
MARCIA B. LINCOLN
SCOTT A SHUART*
DARREN L BROOKS
CHRISTINE E LALE
PAUL G. NASON
DARLA M. SILVA

PNOT LICENSED IN NEW MEXICO

TO:

Re:

Enclosed to each of you are copies of Applications

HINKLE, COX, EATON, COFFIELD & HENSLEY

ATTORNEYS AT LAW 700 UNITED BANK PLAZA

POST OFFICE BOX 10
ROSWELL, NEW MEXICO 88202
{505) 622-6SI10
FAX (505) 623-9332

218 MONTEZUMA
POST OFFICE BOX 2068

SANTA FE, NEW MEXICO 87504-2068

(505) 282-45549

2800 CLAYDESTA CENTER
6 DESTA DRIVE
POST OFFICE BOX 3580
MIDLAND, TEXAS 79702
(9I5) 6834691
FAX (915} 683-6518

FAX (805) 982-8623

CLARENCE £ HINKLE {i1201-1985)
W E. BONDURANT, JR (1913-1973)
ROY C. SNCDGRASS. JR (1914-1987)

OF COUNSEL
G M CALHOUN®
MACK EASLEY
JOE W. WOOD
RICHARD 5. MORRIS

1700 TEAM BANK BUILDING
POST OFFICE BOX 9238
AMARILLO, TEXAS 79105

(BOB) 372-5569
FAX {806) 372-976!

WASHINGTON, DC.
SPECIAL COUNSEL
ALAN J STATMAN®

500 MARQUETTE N.W., SUITE 800
POST OFFICE BOX 2043
ALBUQUERQUE, NEW MEXICO 87i03
(505} 768-1500
FAX (SO5) 768-1529

February 24, 1993

Persons on Exhibit A

(a)

(b)

Illinois Camp "17" State No. 1 Well,
W% Section 17 - 18 South - 28 East,
Eddy County, New Mexico

Illinois Camp "17" State No. 2 Well,
E% Section 17 - 18 South - 28 East,
Eddy County, New Mexico

for

compulsory pooling filed at the New Mexico 0il Conservation
Division by Mewbourne O0il Company regarding the above wells.
Mewbourne's records indicate that each of you owns an interest in

the proposed well units.

These matters have been scheduled for

hearing on Thursday, March, 18, 1993 at 8:15 a.m. at the Division's

offices at 310 01d Santa Fe Trail, Santa Fe, New Mexico.

Failure

to appear at that time will preclude you from contesting this
matter at a later date.

Enclo

sures

Very truly yours,

HINKLE, COX, EATON, COFFIELD
& )HENSLBY

James Bruce

Attorneys for Mewbourne 0il Company

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

JGB5\93424 . c



EXHIBIT A

Frederick L. Brown
Post Office Box 257
Solvang, California 93463

OXY U.S.A. Inc.

Box 50250

Midland, Texas 79710
Attention: Michael Gooding

John Andrew Hatcher
Post Office Box 214
Clinton, Mississippi 39060-0214

Van R. Hatcher, Jr.
Post Office Box 443
Brookhaven, Mississippi 39601

Estate of George Mitchell Hatcher
c/o0 Van R. Hatcher, Jr.

Post Office Box 443

Brookhaven, Mississippi 39601

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88201
Attention: Robert Bullock

Phillips Petroleum Company
4001 Penbrook

Odessa, Texas 79762
Attention: Troy E. Richard

Louis Dreyfus Gas Holdings, Inc.
Louis Dreyfus Natural Gas Corporation
Suite 600

1400 Quail Springs Parkway

Oklahoma City, Oklahoma 73134
Attention: Rusty Waters

Marathon 0il Company

Post Office Box 552

Midland, Texas 79702
Attention: Randal P. Wilson

Exxon Corporation

Post Office Box 1600
Midland, Texas 79702
Attention: Joe B. Thomas

JGB5\93423 .c

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

135

135

135

135

135

135

135

135

135

135

856

856

856

856

856

856

856

856

856

856

731

732

733

734

735

736

737

738

739

740



Michael P. Grace No. P 135 856 741
Post Office Box 731
Venice, California 90291

Bright & Company No. P 135 856 742
Suite 700

2911 Turtle Creek Boulevard
Dallas, Texas 75219-6521

Corrine Grace No. P 135 856 743
Post Office Box 1418 .

Carlsbad, New Mexico 88220



e e

SENDER:

¢ Complete items 1 and/or 2 for addmonal seﬁeﬁp |1 also wish to receive the
* Complete items 3, and 4a & b. following services (for an extra
* Print your name and address on the reverse of th|s form S0 | fee):
that we can return this card to you. ‘

® Attach this form to the front of the mallplece, or on the 1. L] Addressee’s Address
back if space does not permit.

* Write ‘‘Return Receipt Requested” on the marlprece nextto| 2- U Restricted Delivery

the article number. Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number

FREDRICK L. BROWN -~ | P 133 850 731,
POST OFFICE BOX 257 | O Registered,t D!nsured :
i SOLVANG, CA 93463 . O Certified O cop -

[ Express O Return Recelpt for
et Merchandrsg

el . B 7 Date of Delivery

[

8. Addressee’s Address (Only if requested
. and fee is paid)

<k

#US. aPO: 100027386t DOMESTIC RETURN RECEIPT

- e e H W SR

5. Signature (Addressee) -

-
PS Form 11, October 1990

v

e —e - g TR TS T S g g
J it T e ia A N .

SENDER 2 ddrﬁonal séwrces; | also wish to receive the
§ . Comp:ete ttoms :1; a::éo;a &otr) a foliowing services (for an extra
{ ete items -

5 : ggrr:"rpyour name and address on the _reverse of this form so fee) o
' that we can return this card to yous@ - - h 0O Addressee s Address

e Attach this form to the front of the mar|prece, or on t e -

back if space does not permit.

7 . O Restricted Delivery
} e Write ‘‘Return Receipt Requested’’ on the maﬂprece next to 2

he article number. Consult postmaster for fee.
the articl
3. Amcle Addressed 10: » ) 4; Pirté:é:lgu%\bse;SZ
U S.A. INC B 4b. Ser\gyp‘ -
gé)Y( 50250 ¢ g Reg.sfh £ glnsuredr
O Certi cop
TEX A S 79 7 1 0 o .
ﬁ?{tﬂgw MICHAEL GOODING 0 Express Mail o ';neetyggangfgm or

5 Signature (Addressee) 87 A dfe’s'séé' dfess (Only(f requested
Ig ) ‘

d fee is
6. Signature (Agent) { ; Ez AX

PS Form 3811, Octgber 1990 4u.s. GPO: 1990273861 DOMESTIQ RETURN RECEIPT

s g AR W




-ﬁéﬁ‘"_——-

?ﬂ?’

omplete items 3, and 4a & b..wis. . 4
"—"fn’a}:"m your name and address on the rev
we can return this card to you? -
~—=~%" Attach this form e
ack if space~does
* Write “‘Return Recelpt Req
the article number.
3. Article Addressed to:

e

B T el

ENDER: . —,
omplete items 1 and/or 2 for a addmonal ser

fronx of ‘the mallpnece, or on the

ed”’ on the ma:lplece next te

| also wish to receive
following services (for an ext.
fee)

vices.
of thls form so

. Addressee s Address

2 n Restncted Dehvery

T:.Consult postmaster for fee.

JOHN ANDREW HATCHER
POST OFFICE BOX 214
CLINTON, MISSISSIPPI

39060 0214 ,

4a. Article Number
P 135 856 733
4b. Service Type
Registered O insured
O Certified . O cop
[ Express Macl . 0 Return Reca;t\fqr
7. Date of' [}ehve '

" .

i

5 Slgnature (Addressee)V

8. Addressee’
and fee is |

6. Signature {Agent)

PS Form 3811, October 1990

- [

#U.S. GPO: 1990—273-861

DOMESTIC

SENDER: :

. Complete |tems 1 andlor 2 for ad
« Complete items 3, and 4a & b.

¢ Print your name and address on the reverse
that we can return this card to you.

¢ Attach this form to the front of the mallplece,
back if space does not permit.

e

e Write ‘‘Return Receipt Requested’’ on the mallpie_c_e next to

the article number.

dmonal servnces

| also wish to receive the
following services {for an extra
fee)

‘Gﬁ-form SO

0}, °“, the . B Addressee s Address

2. O Restncted Delwery
Consult postmaster for fee.

3. Article Addressed to:
e

VAN R. HATCHER

POST OFFICE BOX-443

BROOHAVEN, MISSISSIPPI
39601

4a. Art|c|e Number

P 135 856 734‘

4b. Service Type
[ Registered

O Certifj

O insured

O cop

[ Return Receipt for
Merchandise

57%"““'&@'%

8. Addressee’s Address (Only if requested
and fee is pmd) .

. Signature (Agent)

PS Form 381 1 , October 1990

*U.S. GPO: 1990—273-861

DOMESTIC RETURN RECEIPT



SENDER: . e .
¢ Complete items 1 and/or 2 for additional Sagyices.

* Complete items 3, and 4a & b. "%~ et
¢ Print your name and address on the re
that we can return this card to you.
® Attach this form to the front of the ma
back if space does not permit. . .- e
* Write "‘Return Receipt Requested’’ on thef‘,“‘

the article number. =

verse of this form so
ilpiece, or on the

iece next to

| also wish to receive the
following services (for an extra

fee):
1. [0 Addressee’s Address

2. O Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

ke
<

4a. Article Number
P 135 85K6 735

ESTATE OF GEORGE MITCHELL H
C/0 VAN R. HATCHER,JR. -
POST OFFICE BOX_443 -
BROOKHAVEN, MISSISSIPPI
39601 -

%EEE’ i [ insured

red
O cop

O Certified
E Mail ] Return Receipt for
U Express Mai Merchandise

7. Date of Delivery
Z-2723

8. Addressee’s Address (Only if requested
and fee is paid) " .

Vi oo B

6. Signature (Agent)

PS Form 3811, October 1990

vy

*U.8. GPO: 1900273861 DOMESTIC RETURN RECEIPT

SENDER:

* C . B e e o -
omplete items 1 and/or 2 for add;tional servi;::és

. Cqmplete items 3, and 4a &b

X vou : - s gt i ‘ .
* f rin r name add'ess on the levef f f r
S€ o thls 0 rm

that we can retyr, i
n this card t
. Att_ach this form A
?BTA'; {f Space does not permit
rite “‘Return Receipt R ) "
the article number, Pt Fequested

3. Article Addressed to:

IS'STES PETROLEUM.
> SOUTH FOURTH STRE
ARTESIA, NEw MEXICO. - ET

to the front of the mailpiece,‘ or on the.

on the mailpiece ﬁéx;io

following
fee): :

1. [ Addressee’s Address

2. 0O Restricted Delivery ’

Consult postma 7
A ster f
4a. Article Number or fee.

135 856 736 -
4b. Service Typs 36
Registered O Insured

O centified
[J Express Mail

7. Date of Deliver

8. Addressee’s Ad
and fee is paid)

PS Form 3817, October 1990

*US. ao; 1990_%1 DOMESTIC RETURN RECEIPT

I also wish to receive the
Services (for an extra




SENDER:
¢ Complete items 1 and/or 2 for addmonal servuc s
* Complete items 3, and 4a & b.

® Print your name and address on
that we can return this card to you.
* Attach this form

back if space does not permit,

* Write “’Return Receipt Requested’’ on the mailpiece next to

the article number.

-
the reverse of this form so

to the front of the mallpnece or on the

| also wish to receive the
following services (for an axtra
fee):

1. 0 Addressee’s Address

2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

4a. Article Number

P 135 856 737

PHILLIPS PETROLEUM co.

4b. Service Type

4001 PENBROQK Registered (7 insured
ODESSA, TEXAS 79762 . Scmﬁg’“ ggggmnecwm
ATTN: TROY E. RICHARD. Express Mail L] Retur Receip

2

7. Date of Delcvery

6 -T>

5. Signature (Addressee)

N A N
SRS
#«U.§. @

8. Addressee s Address {Only if rfyesréa
and fee is paid}

rm 3811, October 1990

o om e Lt

: 1990—273-861

DOMESTIC RETURN RECEIPT

HF NP

card from being returned to ou Tho feturn reoe

St

®: ssuosn Compom frema 1 and 2 M mmoml services are desired, and compiete fems
) ’* side. Failure to do this will prevent this
Put your addma In the “RETURN TO Spm on & nmomvm I f

to and the date of delive a nal
7—7'_1_5" K DOX| '{DL) dlﬁonal afvieeh
Wy tav:wcto whom dellv':rreg, date, and addnueo [ ] addms

he person delivered

O Restricted Delivery.”
2 afnm dmxe)

3 Anicle Addressed to:

LOUIS DREYFUS GAS HOLDINGS““r

LOUIS DREYFUS NATURAL GAS_ T ‘Rmm D ineured -+
SUITE 600 = O] Cortfiog cop - ..
1400 QUAIL SPRINGS PAR§WAY D) exprosgnan [ Retym Recolpt
MA CITY, OKLAHOM mmdm
OKLAHDUSTY 73134 *W'L and DATE DELUIVERED, : »+
ATIN:R ===

4 ArticleNumbor L
- P 135 856 738

B2 Slgnature ~ Address

X .
6. Si
_’tﬁ

7. DmofDelhnrv -

'r

==

P8 form 3811.Mar. 1933

* U.8.G.P.0. 1988-212-865

DOMESTIC RETURN RECEIPT



SENDER: - o

¢ Complete items 1 and/or 2 for additional serwces

¢ Complete items 3, and 4a & b. e

¢ Print your name and address on the reverse of thl‘ﬂgm SO
that we can return this card to you. .

e Attach this form to the front of the mallplece or on the
back if space does not permit.

* Write “’Return Receipt Requested’’ on the mailpiece next to
the article number.

| also wish to receive the
following services {for an extra
fee):

1. [J Addressee’s Address

2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

4a. Article Number

P 135 8G&. 739

MARATHON OIL COMPANY

4b. Service Type

POST OFFICE BOX 552 L] Registered [ Insured
MIDLAND, TEXAS 79702 O Certified deoo
ATTN: RANDAL P. WILSON L] Express Mail [ Return Receipt for
7. DatFEB)%vgr\(! 9(33
5. Sig ddressee) 8. Addressee’s Address (Only if requested

6. Signature (Agent)

/

and fee is paid)

PS Form 3811, Qctober 1990 4.5 GPO: 1980—273.861

R

DOMESTIC RETURN RECEIPT

SENDER:

¢ Complete items 1 and/or 2 for addmona@grvices.

* Complete items 3, and 4a & b, #ziHs
* Print your name and address on t

that we can return this card to you.:#
® Attach this form to the front of the
back if space does not permit. - Tn -

e Write ‘‘Return Receipt Requested" on the mallpiece next to

the article number.

reverse of this form so

ailpiece, or on the

I also wish to receive the
following services (for an extra
fee):

1. [J Addressee’s Address

2. [ Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

EXXON CORPORATION
POST OFFICE BOX 1600
MIDLAND, TEXAS 79702
ATTN: JOE B. THOMAS

4a. Article Number

P 135 856 740
4b. ServiceType

Registered 3 Insured
[J certified O cop
{7 Express Mail [ Return Receipt for
Merchandise

7. Date of Deyer/

5. Signature (Addressee)

8. Acr dressee’€ Address (Only if requested
and fee is paid)

bl
.

PS Form 3811, October lgad\ #U.S. GPO: 1990—273.861

XN

DOMESTIC RETURN RECEIPT



g

SENDER:
* Complete items 1.and/or 2 f
* Complete items 3, and 43 & b.

* Print your name and address on the reverse ofm

that we can return this card to you.
¢ Attach this form to the front
back if space does not permit.

* Write “’Return Receipt Flequested" on the mailpiece next to

the article number.

or addmonal sennce&

@so

of the manlplece or on the

| also wish to receive the
following services {for an extra
fee):

1. [J Addressee’s Address

2. [J Restricted Delivery
Consult postmaster for fee.

3. Article Addressed to:

MICHAEL P. GRACE

POST OFFICE BOX . 731

VENICE, CALIFORNIA
90291

4a. Article Number
P 1

35 856 741

4b.
_! Registered
"E] Certified

Service Type

O insured
Ocop

&ature (Addresi%

ature (Agent) ¢

PS Form 3811, October 1990

#U.3. GPO: 1990—273-861

DOMESTIC RETURN RECEIPT

SENDER:

¢ Complete items 1 and/or 2 for addmonal servnces

* Complete items 3, and 4a & b.

® Print your name and address on rtshe reverse of t&form so

that we can return this card to yo
e Attach this form to the front of
back if space does not permit.

* Write ‘'Return Receipt Requested" on the mailpiece next to

the article number.

ij1] mallplece, or on the

| also wish to receive the
following servlces {for an extra
fee)

. [0 Addressee’s Address

2. [ Restricted Delivery -
Consult postmaster for fee.

3. Article Addressed to:

BRIGHT AND COMPANY
SUITE 700 -

2911 TURTLE CREEK BLVD.

DALLAS,

TEXAS 75219-6521

4a. Article: Number

P 135 856 742
4h. Service Type

O Registered [ tnsured
O certified O cop

il Return Receipt for
D) Express Man U Merchandise

7. Date of Delivary

2-26-93

5. Signature (Addressee)

8. Addressee’s Address (Only vf requested
and fee is pand) :

6. Signature (ﬁ@e{qﬁ\‘cbs (\)y

PS Form 3811, Uctober 1990

#U.S. GPO: 1990—273-861

DOMESTIC RETURN RECEIPT

"~



SENDER:

¢ Complete items 1 and/or 2 for additional
e Complete items 3, and 4a & b. :

| also wish to receive the
followmg services (for an extra

* Print your name and address on the reverse of"h‘g'form S0 feel e -

that we can return this card to you.

e Attach this form to the front of the mallp:ece or on'the

back if space does not pefrit. -~

* Write ‘‘Return Receipt Requested’’ on the mallpnece next to

the articie number.

El Addresse s~Add'i'5_sS'

2. [J Restricted Delivery:
Consult postmaster for fee.

3. Article Addressed to:

CORRINE GRACE

POST OFFICE BOX 1418

CARLSBAD,NEW MEXICO
88220

4a. Article Number

P 135 856 743

4b. Service Type '
[ Registered [ Insured

O Certified O cop

E ss Mait | Return Receipt for
O Expre @ Merchandise

7. Date of Delivery

Alac/e?

5. Signature {Addressee)

N

8. Addréssee’s Address (Only if requested
and fee is paid)

PS'Form 3811, October 1990 .y s aro: 1990—273861 DOMESTIC RETURN RECEIPT
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“QMORRow PENETRATION

Zone/Date 1lst Production
Cumulative Gas
Cumulative 0il

Daily Rate

@ on-Gr-sa

. Morrow

10659

MEWBOURNE OIL COMPANY

MIDLAND. TEXAS DISTRICT

ILLINOIS CAMP PROSPECT
EDDY COUNTY, NEW MEXICO

MARCH 1993

PRODUCTION MAP
CUMULATIVE PRrRoODUCTION THRU NOVEMBER 1992
DAILY RATES AS OF NOVEMBER 1992

SCALE 1" = 2000°

D. HARMON/JH



