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MR. STAMETS:

Call next Case Numbex 6400,
MS. TESCHENDORF: Case 6400. Application of

Coronado Exploration Corporation for compulsory pooling.

Chaves County, New Mexico.

MR. STAMETS: Call for Appearances in thig

MR. CARSON: Mr. Examiner, my name is Joel

Carson, Losee, Carson, and Dickerson, P. a.,

Artesia, New

Mexico, appearing on behalf of the applicant. I will Rave

two witnesses.

MR. STAMETS:

Are there any other appearances

in this case? 1'd like to have both witnesses stand and

be sworn at this time,

(Witnesses sworn. ]

MR. CARSON: Mr. Examiner, may I sa& a couple

things as preliminary matters.

Number One, is that we filed these applica-

tions for forced pooling as seven separate applicatimé .

but after talking to Mr. Nutter, it was published as one

case,

and we would iike to move that they he consnlidated

for hearing and other purposes.

MR. STAMETS: Well, I think they already are, -
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in the snow. We've qgot one copy of them, wk:i.ch we'd ‘nke to
give you with the opportunity to reproduce tham and resubmit
them.

FROTS W BV S

ey - =
Flls DINIUGLO +

MR. CARSON: Thirdly, Mr. Examiner, Iet me

point out in all due respect to the Commission, my priue.igai
wvitness here, I got him out of Wagon Mound in a zaowstorm
this morning, and it looks like he didn't bring his tie.

MR. STAMETS: Oa, well, I don't think there

is any tie requirement here. Let's hope not, enyhow. I‘ve

been here without one myself on occasion.

MR. CARSON: Thank you very much.

HARVEY YATES

being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

ngld you state ycnr name, please?
Harvey Yates, Junior.

Mr. Yates, what is your comnestion




LN

o RIRN PR

S

little bit about your educational background, and your ex-

rience in the oii business?

”%

A I suppose my first introduction toc the oil
asinszs was working on a cable tool rig. I've worked as

basinsss w2
a roughneck, and go forth. I got my undergraduate education
at the University of Texas. I subsequently was president
of Harvey E. Yates Ctmpany,' BEYCC., I slgbseqnently went to
law school. Recently established Coronado Bxploration Com-
pany .
1} Mr. Yates, would it be accurate to say tfaat
you've been involved in the oil exploration and production
most of vour adult life? o
A Yes.
Q Would you exvlain as brieflv as possible the
purpose of this appl:.catn.on’ |
A Coronado Fxp’toratxon seeks a comulsm:y
noolina against the’ S=lm= AnArews Trust, onerated by the
_Republlc National Bank Trust Deoartment in Dallas for the

Selma Andrews Trust interest in each of the wellsxtes llste&. :

the seven wells:.tes. Selma Imdrews ‘mrust ewns

cent.‘ In other words, ‘ijess than 1 percent of ea
WP ve been unable to reach a satls.\_a"tory arrangement w:x.th
nepnbl.tc Hauoaal Bank and we wish to dr:.ll on. sevea, '

entlocat:.ons Eachwell mllbe},ocated atastanéax&

-location. = -
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-, 1 [} And those locations are set forta in the pub-

ety RN

2 lication and in ycur application.

SR

3 A Yes, they are.

4 : (1} Mr. Yates. I'm going to refer you to Aéplican
sl Exhibit Number One, which J understand was prepared by the

6| other witness, but does that -- does Exhibit Number Ome

7 corr_ec'tly show the location of the seven wells that you

8 propose to drill?

9 A Exhibit One shows the spacing unit around

0§ each of the wells.

1k
> § 32
. § " Q Yes, the proration unit for the seven wells.
Og ;; 2 A Yes, rather than the well locations.
- i‘ 3 Q and, Mr. Yates, the ownership of the acreage
1 §i 14 underneath those seven tr;cts is all the same, is it not?
5 A Yes, it is.
16 o And Selma Andrews Trust owns the same three~-
7 qua»rters of one peicent, more or less? ﬁ
: b A More or less, a little more, more or less, e
Wl yes, sir.
2 Q Now, I'm going to refer you to Applicant’s
21| Exhibit Number Two and ask you to briefly explain what that
2 exhibit purports to show. -
a. A This is a series Q’f letters between Coronado
~ 2l Exploration and Republic 'Natiénal Bank, a Mr. Gamble there.
2 | »

Coronado attempted to-buy leases from the Selme Andrews

Ahénybos aninn

R R
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-~ ! Trust. Coronado was successful in buvino leases from all

| 2 other parties involved. We were unable to reach a reasonable
3J agreement. I offered, subsequent to the last letter, I

41 called Mr. Gamble twice and I have offered to lease from i
$1 the Selma Andrews Trust on the same basis as any one of the w
¢ cther five or six lessors. In other words, I would give

71 them their choice of -- my last call, in fact after this

8| hearing was set, I said, fellows, I really am not eager to

|
L4 foxrce pool you. I wish you would cooperate. I wish we couldH

gi§= W come to some kind of amicable arrangement. Won't you carry
Pa
b
g E; " your own interest or can't we farm out or can't we lease,
~ s
8 . , N -
B g ' 4 12 and they said, Mr. Gamble said, the only authority I have
sii
> !f 13 from the trust committee, is this. You just go on and force
3;: g B pool us, so here we are.
15 o And '~ . those letters and correspondence con-
16

tained in Exhibit Two are correspondence between your com-

7 pany and the Selma Andrews Trust.
L 18 A

Yes.
® MR. CARSON: I'd like to move the introduction
2 ..of Applicant's Exhibit Number Two.
n MR. STAMETS: Exhibit Number Two will be ad-
2 nmitted. | &
B Q (Mr. Carson continuing.) Mr. Yaﬁes, I'm going

R R N P

e T ii'r to refer vou to Applicant's Exhibit Number Three and ask for

you to iden{:ify it.

c'r.,«:z.-fr;—-r..,s-gf;;g_,_,,q; RETIRT : _
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A This exhibit ig seven AFE!'

8, one for each

ieLL‘that we intend to drill.

Now are they all the Same, Mr. Yates?

Yes, they are.

So your -~

-

We expect to eéncounter the San Andres formati

at the same depth, more or less.

Q Are those -- jin your experience is the cost

attributable to those AFE's reasonable and necessary?

a Yes, this is exactly the same - there are

} pParties joining me in this drilling and this is

eéxactly the AFE that we are using between us.

Q Mr. Yates, I'm going to refer vou to Anpli-

cant 8 Exhibit, I beljeve it's Number Four, which is a

uniform operating agreement. which we'll introduce into

evidence and then we can w.chdraw. 1Is that the operating

A Yes. Yes, it is. This is the operating

agreement that Coronado Exploration had with the other

partles who are involved.

It has provisions in the agreement itself

which were not mentioned in the letters to Mr.
the

Gamble, but

-~ in that the Provisions in thls nartlcular operatzng

agreement are a bit more harsh than those offered to Mr.

Gamble.
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What‘I offered Mx. Gamble was a standard oper-

ating agreement. This particular agreement here, which is

$)

£he one, as I say, with all other parties, requires -- or
protects the operator a little more than the ene I offered
to Mr. Gamble, but essentially it is the same.

0 Okay. And you're going to re-offer that oper-
ating agreement to Selma Andrews Trust before you commence
drilling?

A Yes.

Q In your -- in your COPAS provision of the
operating agreement ycu have set forth some charges Eor
drill’ng well, supervision costs, and préducing well, super-
vision costs. What are those?

A Drilling well I have broken down between deep
and: shallow, and of course this is shallow in that it's
under 5000 feet. That cost is $1900.68. Producing well
rate is $245.23.

+] And you'ld ask that the Commission set that
as the supervision charge for drilling and producing wells.

A Yes, I would.

MR. STAMETS: $1968 how much?
A $1900.68.
MR. STAMETS: $1960-68. Okay.
A Now ask me how we got the .68 cents.

MR. CARSON: Mr. Examiner, I'd like to move
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the introduction of Applicant's Exhibit Number Four.

MR. STAMETS: Are ycou going to give me Ex-

hibit Number Four?

MR. CARSON: 1I'll give it to vou and then

)
fuds

t.

MR. STAMETS{ I tel! you what, why don't you
just not introduce this exhibit and just send me a copy of
the operating agreement.

MR. CARSON: That's gquite satisfactory.

Q (Mr. Carson continuing.) Mr. Yates, let me
re-refer you to Applicant's Exhibit Number One and ask you
to explain to the Hearing Officer the procedure that you
intend to follow for this drilling program.

| A I intend to, or Coronadc Explofation intends
to drill initially three wells and do those one af:er the
other in the sense that we won't release the rig. As soon
as the rig is through with one location we will move imme-
diately to another location. We need for a period of time
toAlook at the information we gain from that drilling and
then prioxr to the end of March of 1979 we would drill at
least two more of these holes and then in the foillowing

sixty days, ninety days, we would érill the remainder.

Q In other words, you plan to drill three holes,

one right after the other.

vl

A Right away.
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| Q And then you will evaluats your position,

drill two more in M=axch?
A - They have to be drilled prior to March.
| Q And two more following that.

A Right.
0 Now, how long does it take to drill one of
these wells?
A From ten to fifteen days actual drilling.
That doesn't include completion time.b
Q How much time to complete .a well?
A Of course that varies markedly from well to
well, but hopefully a week.
| 1) So you're talking about maybe seventeen days
" from beginning to end of a given well, is that correct?
A Yes, but please understand that the drilling
of the second well will take‘place while the‘first well is

being completed.

2 And, Mr. Yates, the Commission will requiré
vou to notify the petson that you're foxce pboiing at some
point in time about the drilling of these wells. Now, how
much notice do you think woulé ﬁebreasonéble under the:¢irf

" cumstances? | |
| A As I've explained, for various reasons we

need to drill these wells rapidly. One reason I suppose I

should state, is that we can get =- reduce the cost. The




V] AFE is based on our being able to either contract a rig or

2 assure the drilling contractor of enough locations to get

3} a lower drilling cost, and as a consequence, we want to
¢] 4drill at ieast three at a time.

s 1 think that something like ten davs notice

6] should be sufficient.
7 o One further question, Mr. Yates. Uoon what

s do vou base the economics of your nronosal to drill these

® seven wells?
° o A I'm sorry, I don't —

n o In other words, what did you use to iustifv

"J the drilling of these seven wells?

3 A Genlogical analysis of the area.

LY R Q And the increase in the price of 0il?

15‘? : A Increase in the price of oil.

16 MR. CARSON: I have no further questions of

17 this witness.

CROSS EXAMINATION

BY MR. STAMETS:

Q ) Hr. Yates, I know you've got three iiej.ls

So what that means is bas:.cally that you woald have five {0

1

) .

2

2

2 scheduled r:Lght away, followed by two by the end of Marc&.
23

2| wells completed by the end of March.

y .

A_ _ Mr. Stawets, if the initial three wells are

AN A e n

A
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‘l successfunl, then we would anticipate going forward probabiy

2] with all seven. What I've given yo2u is -- are our outside
31 nuwhers,
‘ Q@ Okay. If you complete the two wells by the
s re-nd 6f March, then by what date would you have your two
%] additional wells completed? |
i A Sixty. dajrs, ninety days, something like that.
8 G Okay, by the end éf May?
hd A Something -- yes.
» Q Okay, so if you had an order which authorized
" yoﬁ to proceed with one well after the other and any well
2] ihat was not drilled by May 31, 1979, that this, the order
‘3_ wiu.ch authorized this would no longer be effective as to
"l such well or such tract would that gJ.ve you sufflca.ent time
® ~ to have all the wells completed?
bl | A I think it would., particularly if that order
71 made it applicable to any well which was then drilling.
g Q. Okay. I think that's the way they are usually
_& ‘written. ' | | | |
» Now, ten days notice for the bank to get up
‘2'; 1ts share of the mney seems a trifle short.
22 v.a. . Mr, Stamets, youllseelnscneofmycorres-k'
3 pondenee there that I have already requested that the bank’
. 2 come up Hrith its share of the money. I've made every ‘effox.rt
bl to deal wlth theése people, let them pay their Proportionate

L 3 e L

- q - » "" v
g+ s o e e ' .
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part. I've requested -- 1've sent the same AFE to these ﬁ

"
12

13
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" that you notify the —- anybody who is being pooled that a

Page 14

people already requesting that they put up their share of

the mcney.

Q We realize that; however, it does appear to
be quite a different thing if you're dealing at arm's length,{
as you are now, or under the terms of a forced pooling order,
where you have to put up oY take your lumps. l

Speaking oféaking your lumps, how, you have
will you have a’witness you can ésk for the risk factor?

MR. CARSON: Yes, sir, we have one more
witness.

o what would the consequences of the standard-

notice provisions of our orders be? Currently we're asking % -

well is going to start within ninety days before beginning‘ ' 
the well, giving them thirty days to send in their share 1

of the estimated well costs?

A Mr. étamets, ﬁnder the terms of the agreement
I _have with the oaitiesvouninu at least 75 percent iﬁterast,I
in each one of these wellsites, I have to have arilled five |
weugby the end of March. 1 think if T had to - T think
if i were under the rule you jﬁst.specified, that I would
" pe in the position ofhneeding to notify these people that
‘»i‘was;going to commence drilling for all ——_for at least

five wells right away, even though I =- it would be much
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v | better were I able to drill three, look at them, and then

2 | maybe make an election regarding another welisite. T think

s| that the time period you're talking about in many operations
al makes a lot of sense, put in thi=z particular one, where
] these wells are drilled so gquickly, where we have a rig
¢ | moving from one place to the other, and where I'm under the

7| obligation to drill this numwber of wells by thia -- in this

s} period of time, that that would be a bit onerous.

] Q Let's look at it from this standpoint. if

mﬁ you have to do it within ninety days, that can be any time

11 ] within ninety days; that can thirty days before, forty-five

N BOYD
AEPOATEN

§) 4714408
(1113}

w0

12 days before, or whatever you chose, and then whoever was

13| having to pay their share, consider that they would have

2
-3
<
2
g

AR

16| thirty days, so if you left here and got an order within
15 ] two weeks and sent out your notice on the first three wells,

6] that would mean roughly by the ==

" A Forty-five days.
“\i o -- end of January you would have your response
9] back from the bank.

MR. CARSON: May I interject this one thing.

¥ 8

S

7he standard order that I've seen in recent times in our
part of the country is in relationship to deep wells, and

if you give thirty days notice and you start drilling v;and

SR

they have thirty days to come up with the money, the well's.

R 8 B

not down, and in this particular case all three wells will
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-~ get a rig, and -- oY find myself at the end of the time

be down. So the operator is carrying the -- is letting
everybody look at the bottom of the hole before anybody's
come up with any money, which is no risk for the --

A Mr. Stamets, if at all possible, I would

RIS IR

like to commence one or two of these wells this year. I

realize that doesn't give much time, but on the other hand,
I have to get the number wells I've -mecified drilled by
the time I specified; I have a rig available; I can go on
and drill those wells which -- tﬁese three wells, two of
which I would commence, hopefully, this year and one the
first part of next year, and have a'large‘po:tion of the
obligation out of the way. | o

Next year, if I'm required to give the notice

you're talking’about, 1 run the risk of not being able to

in a jam, having the choice, essentially, of just --— of

drilling and not getting these_éeople adequate notice and

therefore not having this forced pooling effective, or H
breaching my contract with the lessors. '

Q We'll certainly give ybur request every con-
,éideration.

MR. CARSON: I have one more witness in this

case.

MR. STAMETS: Any other questions of this

witness? He may be excused.
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1 MR. CARSON: May I proceed, Mr. Examiner?
2 . MR. STAMETS: Yes.
3
4 ‘ CHARLES JOY

5 being called as a witness and having been duly sworn upon

81 his oath, testified as follows, to-wit:

] DIRECT EXAMINATION

L BY MR. CARSON:

e §= 10 Q Would you state your name, please?
‘;Si 1" A Charles Joy.
», ;; 12 Q And what are you by profession, Mr. Joy?
‘ /!f 3 A Consiilting engineer.
§i “ o And are you a consultant to Mr. Yates and
5 Coronado Exploration Company in connection with this --
ad A Yes, sir.
v Q —~= hearing? I'll refer you to Applicant's
» Exhibit Numbei One and ask if that exhibit was prepared bv
®1 you or under your supervision?
2 A Yes, ‘sir,.
% ai : Oh. I'm sorry. I'm getting ahéad of myself. -

Mr. Joy, have you previously testified before

this Commission?

A Yes, sixr, I have.

% % 8 N

. 2 And have your qualifications been accepted?
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A Yes, sgir.
MR. STAMETS: 7he wWitness ig considered
qualified.
Q Now, Mr, Joy, going back to where we were,

referring You to Applicant'sg Exhibit Number One, was that

A It was pPrepared by me,

o Will you explain to the dearing Officer

A Well, take this viewpoint, it is my personal
opihion that the édds would be great in attempting to drill
an economical Sap Andres in thisg general area. I viewed
the mechanical logs from weills drilled in thig area and

Find"that-the‘porosities Average from five to seven percent,
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Page
‘l. 1 Two and Three are primarily water-bearing. Therefore, only
2 one zone is oil-bearing.
3 Performance in the area has been poor. Very

4 few economic wells have been drilled in Township 10 South

& and Township 11 South, Range 28 East. 3

] The discovery well for the Racetrack San

7 Andres Field was the Daniel Farrow Avalanche Journal No. 1
8 Well, located 660 feet from the south line and 1980 feet
9 from the west line of Section 18, Townshin 10 South, Ranae

0] 28 East, Chaves County, New Mexico.

14402
(11 ]}

n This well was completed in September, 1964,

-/

SALLY WALTON BOYD

CERVVAED SHONTHAND AEPORTIR

121 and produced 11,904 barrels prior to being converted to a

13 salt water disvosal well.

Samta Ve, Now

14 Also seven drv holes have been drilled in

$02¢Plaas Blanes

15 Township 10 South, Range 28 East. The L. E. Ranch San Andresr
6] Field was discovered in September, 1963, with completion of
71 the L. E. Ranch 21 No. 1 Well, located 330 feet from the
B} west line anA from the south line of Section 21, Township
19 10 South, Range 28 East, Chaves County, New Mexico.

The field was comprised of two wells. The
L. E. Ranch 21 No. 1 produced a total of 318 barrels and
29-1, 1412 barrels before these wells were shut in.

20

xn

2

L The Chisum San Andres Field was discovered
24| in 1969 and as of 1-1-78 the nine wells ccmpleted in this
25

field héd a cumulative tecovery of 75.9214 barrels of oil,
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~ 1 for an average of 8,424 barrels per well.
2 As of this date the average well in the
3 aforementioned field had been uneconomical.
8 Q aAnd, Mr. Joy, are tf)ere actually any wells

5 in 10 South, 28 East, that are presently producing or if
8 they're a San Andres well that they've paid out?

7 A There is none producing and none of the wells

8 have paid out.

9 Q Mr. Joy, in your professional capacity have ";
e = 10 you formed any opinion as to what would be a reasonable &
; 44
Yo
8§§= 1} penalty to be assessed against the nonconsenting working
b
~ B ‘{ 12 interest owner?
& !, |
f L 13 A Well, due to the high risk involved, I don't
J 3
§g§ 14 think it would be unreasonable for an operator to recover

15 the drilling costs and 200 percent over and above the

16 drilling costs.

17 MR. CARSON: I have no further questions.

18 I would like to move the intrcduction of Applicant's Exhibit

19 Number One.

20 MR, STAMETS: It will be admitted.
n MR. CARSON: I have no further quéstions.
‘ 2 MR. STAMETS: Any questions of this witness? )
23 He may be excused.
£ — 24 Anvthing further in this case? Take the
“ i % case under advisement.

(Hearing concluded.)
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(3) That the applicant has the right to arili
Proposes to drill a well ae = =s-_-- and
said 40-scre traces. g

~ 1 wall
e operator in lieu of
costs out of production.
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& pScls, .the subject application
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Ssahuazd location on each of

unity
his just and fair

coats attribucante to sncis PoY
Paying his share of reasonable well

Al
il D

PO

L Rt

e RO v AL

s g BE T i b g




R I T R AR R TI— ir

o

-3- :
Case No. 6400 ’ R
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from production attributable to such well the proportionate
share ot such supervision charges attributsble to aach non-
Gonsenting working interest, azd in addition thereto, the
operator shccld be authorized to withhold from such production
ths prcporticaate shars of actual expenditures required for
opu'lthlg the m:l.ct wall, not in awonoss of what are
ioaaonabla, attributable to each non-conscnting working
nterest.

(12) “That au proceeds from prodncticn from any of
the subject wells which are not .disbursed for any reason
should be placed in escrow .to be paid to the true owner
thereof upon demand and proaf .of ownershin.

(13) fThat upon the failyre aof the operator of any of
said pooled units to commence drilling of ths well to which
said unit is dedicated on .or bafore June 1, 1979, the order
pooling said unit should become null and void and of no
effect vhatscever.

IT IS THEREFORE ORDERED: .

(1) That all mineral interests, whatevet they may be,
in the San Andres formation underlying each of the following
40-acre tracts are hereby poolod to form standard oil spacing
and proration units:

sSWw/4 SW/4 of Section 7; SW/4 .8W/4 of Section 8;
5W/4 SE/4 of Section 18; WW/4 WM/4 of Section 19;
and NW/4 NW/4 of Section 20, all .in Township 10 .
South, Range 28 East, Race Track-San Andres Pool,
Chaves connty, New l!axiom

the NEB/4 NE/4 of Section 28, Township 10 SOnt!:,
Range 28 East, LE Ranch-San Andres Pocl, Chaves
County; and _

the gu/4 we/4 of Bsction 15, Township 11 South,
Range 28 East, East Chism-,SM Andres Pool, Chaves
camty. , . . :

: PROVIDED HOWEVER, that the .operator of said units shall
commence the a‘riﬂim of aarks ~f a2ld =315 o OF Deiore

the 1lst day of June, 1979, andmn. eontinne the arilling

of each of said wells with due d!.liqenoe to a depi:h sufficient
to test the San Andres formation:.. . . _ i
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Order No. R-5895

the lst day of June 1272, Oider (i) of this order shall be
null and void and of no effect vhatsoever as to such well,
unleas seid operator cobtaine = tins extension from the
Division for good cause shown.

PROVIDED FURTHEK, that should any of said wells anot be
drilled to completion, or abandomment, within 120 days after
commencement thereof, said coperator shall appear before the
Division Director and show cause why Order (1) of this
order should not be rescinded as to such well.

{2) That Coronado Exploration Corporation is hereby
designated the operator of the subject wells and units.

{3) That after the effective date of this order and
within 90 days prior to commencing each of said wells, the
operator shall furnish the Division and each known working
interest owner in the s@ject unit an itemized schedule of
estimated well costs.

(4) That within 15 days .from the date the schedule of
estimated well costs is furnished to him, any aon-comsenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying
his share of reasonable well costs out of production, and
that any such owner who pays his share of estimated well costs

above shall remain liable for opatatinq costs
but shall not be liable for risk charges.

{5) That the operator shall furnish the Division and
each known working interest owner in the appropriate unit an
itemized schedule of actunal well costs within 950 days
following completion of a well attributable to such unit:;
that if no objection to the actual well coasts iz received
by the Division and the Division has not objected within 45
days following receipt of said achednls, the actoal well

'mmallbethereaeonabMMIM provided however,

that if there is an objection to actunal well costs within
said 45~day period the Division will determine . msouable
well costs after public notice and hearing. .

(6) That within 60 days following determination of
reasonable well costs, any non-consenting working interest
owner that has paid his share of estimated costs in advance

as provided above shall pay to the operator his pro rata

share of the amount that reasonable well costs esmceed estimated
well costs and shall receive from the operator nis pro rata
share of the amount that estinated well costs exceed
reasonable well costs. _ :
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(7) That the operator is heraby authorized to withhold
the fcllowing oosts and cuarges for each well from production
attributable to such well: . 4

(A} The pro rata share of reasonable well costs
atiributable to aach non-consenting working
interest owner who has not pald his ahare
of estimated well costs within 30 days from
the date the schedule of estimated well

costs is furnished to him.

(B} 2As a charge fox the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting
working interest owner who has not paid .
his share of estimated well costs withir
15 days frxom the date the schedule of
estimated well coats is furnished to him.

- (8) That the operator shall distribute said costs and
charges withhald from production to the parties who za2dvanced
the well costs. 4

(9) That $1900.68 per month while drilling and $245.23
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates) for each of
said wells; that the coperator is hereby authorized to withhold
from production the proportionate share of such supervision
charge attributakbde to each non-consenting working interest,
and in addition thereto, the operator is hereby authorized
to withhold from production the .proportionate share of
actual expenditures required for operating each of such
wells, not in excess of what are reasonable, attributable to
each nonmconsenting working interest.

(10) That any unsevered minaral inteyrest ehall he
considered a seven~eighths (7/8) working interest and a ome-
eighth (1/8) royalty interest for the purpose of allocating
costs and charges under the terms of this order.

{11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

(12) That all proceeds fiom production from any of the
subject wells which are not disbursed:for any reason shall
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immediately be placed in escrow in Chaves County, New Mexice,
to be paid to the true owner thereof upon demand and proof
©of owmership; that the operator shall notify the Division

of the name and address of sald escrov agent within 30 days
from the date of first deposit with said escrow agent.

(13) That jurisdiction qf this cause .is retained for the
entry of such further orders .as the Division may deem
necessary. .

DONE at Santa Fe, New Mexics, on the day and year herein-

ar/

Ry o A




Joe D. Ramey, Director
State cf New Mexico

0il Conservation Division
P.0. Box 2088

1008 MARQUETTE NW.

ALSUQUERQUE, NEW MEXICO 37102
TELEPHONE (505) 2422080

REPLYING ]
: Case #6400
YRR Order #R-5895

Fe Ced, JW

AP S

the application o

Santa Fe, NM 87501
Dearxr Sir,
Pursuant to Y3 of the above captioned order related to

f Coronado Exploration Corporation for

compulsory pool

ing in Chaves County, New Mexico, we enclose

seven AFE's to serve as itemized schedules of estimated
well costs, ohe covering each of the following 4G acre tracts:

SW/4 SW/& of Section 7; SW/4 SW/4 of Section 8;
SW/%4 SE/4 of Sectiom 18; Rw/4 FW/4 of Section 19;
and NW/4 NW/4 of Section 20, all in Township 10
South, Range 28 East, Race Track-San Andres Pool,

Chaves County, New Mexico;

the NE/4 NE/4 of Section 28, Township 10 South,
Range 28 East, LE Ranch-San Andres Pool, Chaves
County; and

the SW/4 NE/4 of Section 15, Township 11 South,
Range 28 East, East Chisum-San Andres Pool, Chaves

County.
Sincerely,
ML
Virginia Lawrence
» Head of Land Department
VL/lv |
Encs.
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# WORK SHEET - AUTHORITY FOR EXPENDITURE, 4 ng ‘ """
weLL .mw #1__ -TYet arg j 4 L@ S LL [
' MTANGIBLE Sec. 18,T10S,R28E é
'*1 To Casing Point &
é gumsace Lgase o eamaess 800
E >
E 4, ZQI '3?
21.600 * 21,600
——4-200— 560 300 :
300 600 A00
CEUENTING SERVICE: JUNFACE CASING @ WNTER - STRING CABMNG CAEW 090 - | 2.5060
SEILInG BUD AND_CREMICALS — e o900 T T 7,900
i EAECTMC LOSSANG ~ OPER _NOLE e — - £.088 ¢ 0 4 A 1000
i st Cme wee e e e e — — .
gomne — P B -
PLUID AND CONE ANALYSIS = .
ars ﬁo — ) 8!’6 i
KNS OF FUEL: FURNISHED BY B o - SRS S —
WATER _FUANISHED OV rhow 3.300 . S 3,300
SUPLAVISION . = :
A0ANOORMENT 5.000 - -
CLEANUP AND SACKFILL 300 jﬁﬁ E
SHOE, FLOAT, CEMENTING, RUNNING O STRING. LINER,CASING CREW 6 .000 6 .000 :
ELECTRIC LOGSING AND_PERFORATING 14 CASING 1.700 1,700
; SOUEEZING, SKI0SING PLUSS & RETRIEVASLE FLUSS -
o ACIBIZINS, STINULATION & FRACTURING 13,600 13,600
S CASLE TOOL OR ROTARY COMPLETION 5:04Q0 ___5.000 ;
1 BISCELLANEOUS INTANGISLE . 4,000 2,860 | 6,800
i TOTAL INTANGIBLE 59,200 31,500 85,700 -
i TANGIBLE
- Footage Size de Weight Cplg.
| comomerer 300 12-3/4" Ho4o 29.31 Bk 250 | 250
! sunrace caswe __300' _8-5/8" J-55 24.0 STC 2,400 2,400
LINEN —_— 4 .
oL sTRiING 2400" 4-1/2'"K-55 ID.5° STC 9,800 9,800
Tusing 2400' _2-3/8" J-55 4.7 EUE 5,700 5,700
. WELL WEAD, SAFETY ESUIPMENT, ETC. 600 600 1,200
ARTRFICIAL LIFT, ETE.
PRODUCTION PACKER, NANSENS, DOWNNOLE FLOW CONTROL, ETC.
BECELLAREOUS TANSINLE 850 1,000 1.850
TOTAL TANGIBLE COST ’ ' 4,100 17,100 21,200
TOTAL WELL COST 63,300 48 600 106,900
LEASE EQUIPMENT OR PLANT - i
smovuction_racwiTins, Taearens, erc. Share of Battery & 5,000 5,000
Tanxs Flow Line Pulrmln& Unijt _20.000 20,000
LINE PIPE, FLOWLINE, VALVES 8 FITTINGS . _ e -y
TRUCKING — -
e Tl SuNSTRUSTION  COSTI iamos 8 wELOmE _ nad
S mElectrxficacion 1,500 1,506
MISCELLANEOUS LEASE COSTS . 1,100 1,100
TOTAL LEASE EQUIPMENT OR PLANT COSTS : : ' . 27'600 27,600
GRARD TOTAL €ESTIMAYTE COSTS 63,300 76,200 134,500
- rumuuo DAYS : ) .

'I‘he figures presented here are estimates only. You are responsible for the
"actual cost if such costs differ from the estimated costs.

- Prepared by_ _Hérvez E. Yates, Jr. Date '11112(78 AFE no. - .

Accepted by’ ‘ , Dace
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WORK SHEET - AuTHORITY
J.P. WHITE A-1

FOR EXPENDITURE

Y DRILLING

WELL WAWE -rvsg  Arg
WmYGNGWLE  Sec.19,T10S,R28E . ESTIMATED COSTS -
To Cosing Point Lompietion Totald Produce
[#]9)
" >
4,200 300 su.ﬁ -
21.690 21 ngB- _,,
4. 200 4 T
900 900
300 600 0_
CENENTING SERVICE: SURFACK CASING & INTER - STRING.CASING CRYw 2.500 _:E 2.500
DRRLING MuS AWD cwewveArlS 24,80 - 1 1. ___7_36__6"__' :
ELECTRIC LOSGING ~ OPEN _wOLE . 4,100 1. 4,160
a0y -
comng -
FLUIS ANG CORE ANALYS:S -
— 800 L 800
LIND OF PUEL. FURMISHED BY .
WATER FURRIBNED OY reou 3 300 3,300 |
WPTAVIBION g i
ABANOOUGENT $.000 - - e
cLERNUP AND BACKFILL 300 300
SHOE, FLOAT, CEMENTING, RUNNING O ITRING, LINER, CASING CREW 6.
RLECTALC LOGANG AND PERFOAATING IN_ CASING 1.700 1,700
SOUEEZING, BRIDING PLUSE 8 RETRIZVABLE PLUGES - - - ‘ :
ACIDIZING, STINULATION & FRACTURING 131 600 13.600 : . ,
CASLE TOGL OR ROTARY COMPLETION 5 000 S 000 o
WISCELLANEOUS INTANGISLE 4 000 2800 6800 ‘ E
TOTAL (NTANGIBLE 59,200 31,500 85.700 :
TANGIALE Footage Size Weight " ;
—_— Loa2tyaithe 2981 Be| s 250 3
sunrace casme _ 300°' _8-5/8" J-35 24.Q0 _STC 2,400 2,400
INTER ~ STRING __ z
» 3
o sTRine 2400 4-1/2'"K-55 1005 _STC 9,800 9,800
Tusine 2400' _2-3/8" J-55 4.7 EUE 5,700 5,700
WELL NEAD, SAFETY EQUIPMENT, ETC. 600 600 1,200
ARTIFICIAL LIPT, EYC.
PRQDUCTION PACKER, WANSENS, DOWNNOLE FLOW CONTROL, ETC.
Mi3CELLANEOUS TARGISLE 850 1.000 1.850
TOTAL TANGIBLE COST 4,100 17,100 21,200
TOTAL WELL COST 63,300 48,600 106,900
LEASE EQUIPMENT OR PLANT
‘PROBUCTION FACKITIES, TREATERS, ETC. Share of Battery & 5,000 5,000
Tawxs Flow Line Pumplng Unijt 20.000 20 . 000
LINE DIPE, FLOWLING, VALVES & FITTINGS L
TRUCKING .
CONSTRUCTION COSTS, LADOR & WELDBING : ;
saxecmemnsawex. Electrification 1,500 1,500
| MISCELLANEOUS LEASE COSTS 1,100 1. 100 i
TOTAL LEASE EQUIPMENT OR PLANT cos*rs < . 27,600 27.600
GRAND VTOTAL ESTIMATE COSTS - 63.300 76, 200 134,500
' ) I estiuaten oavs '

The figures presented here are estimates only.

You are responsible for the

actual cost if such costs differ from the estimated costs.

Prepared by_Harvev E Xﬁﬁﬁﬁ ﬂ;

Date 11/12/78 ~ AFE no. v |

Date

S
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WORK SHEET ~ AUTHORITY
J.P. WHITE B-1

WLy BaAme

-

{

4

FOR EXPENDITURE
- eeve_ave DRILLING

| esvinareo oavs

WMYANGIBLE Sec.7,T10S,R28E ESTIMATED COSTS -
-_— To Casing Point Complstion Tota! Produce
QURLACE LEASS Of BAwASES ggg i
JUOVEY - LacaTion
oy in 4,200 900 3, i%g
TRACT ~ e 2 ' .00/ £, 21.600 21,600
SOuTRAST - pavworx ] ¥ 4,200 — 4.200
ROULEN. OKSABELR, Y LRVEL, SAPKTY pevicxs  BOP — 900 900
[ENGKING 300 600 900
TRANS 4P AN9 NOVING % =~ —_ = -
CEMEUTING DERVICE: SURPACE CASING 8 INTER - STRING.CASING CREW | 8!) i N
ORLLING Wue AND CweweAlS ._-‘.%ﬁ_@__ oo __1..7,90
SLELTRIC LOGSIKS - OFEN _WOLE 4,100 L 4,100
!:? -
cotne =
Y ANO CORE ANALYSIS —
P 800 00—
AIND OF  PUEL: FURMSHED BY
WATER FURMISHED_ BY RO 3.300 3,300
- - -
ABARNSONNENT 5.000 - -
CLEANUP AND BACKFILL 300 300
SNOC, FLOAY, CEMENTIC Y, RUNNING Oil. STRING, LINER,CASING CASW 6. .000 6.00
ELFCTRIC LOGRING AND PERFONATING IN _CASING 1.700 1,700
SOUEEZING, SRIDEINS PLUSS & RETRIEVABLE PLUSS - - -
ACIDIZING, STINULATION & FRACTURING 13 600 13 600
CASLE TOOL OR ROTARY COuMPLETION S 000 S 000
WISCELLANEONS (NTANSISLE 4,000 2.800 6,800
TOTAL INTANGIBLE 59,200 31,500 85, 700
TANSGIBLE
- Footage Size Gradse Weight C
oecron 30" 12-3/4" H-40 20.31 i 250 ’¢
sunrace casme __300° _.5_.5.1’ 8'.___' J-55 2___.4 .0 STC 2,400 2,40
RVER - STRING .
LINER — =
oL sTeine 2400 4-172'"X-55 10.5 STC 9.800 9.800
Tusine 2400 2-3/8" J-55 _4. EUE 5,700 5,700
WELL NEAD, SAPETY EQUIPMENT, ETC. 600 600 1,200
ARTIFICIAL LIFY, ETC.
FRGOUCTION PACKER, HANGERS, DOWNHOLE FLOW CORTROL, ETC. .
MIFCELLAREOUS TANGISLE 850 1.000Q 1.850
_ TOTAL TANGIBLE COST 4,100 17.100 21.200
* TOTAL WELL COSV 63,300 48,600 106,900
LEASE EQUIPMENT OR PLANT
smooucTion_eacwiries, Trearens, ere. Share of Battery & 5,000 5,000
Tanxs Flow Line Pumping Unijt 20.000 20,000
LINE PIPE, FLOWLINE, VALVES & FITTINGS
TRUCKING
CONSTRUCTION COSTS, LASOR & WELDING
m!filectrification 1,500 1,500
BISCELLANEOUS LEASE COSTS 1,100 1,100
TOTAL LEASE EQUIPMENT OR PLANT COSTS 27,600 27,600
GRANMD TOTAL ESTIMATE COSTS ' 63.300 76,200 | 134,500

The figures presented heré a'.rer estimates only. You are res
. actual cost 1f such costs differ from the estimated costs.

Prepared by Barvey E. Yates, Jr.

Accepted by

Date 11/12/78

ponsible for the

-

Date

- AFE no.
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H ¥ WORK SHEET - AUTHORITY FOR EXPENDITURE
wawe J.P. WHITE C-1 - -rvee_are DRILLING -
" myamewLe  Sec.8,T10S,R28E _ESTIMATED cosTs ‘
e , T Cosing Point Completion Totol Prodece*
ga sawa 00 R:{e]1)
200 i%g
4,200 900 N
zigg(l 21,600
0 4 200
. 990 900
300 60 900 »
NANING $P AND YOVING -— = b -
CEMENTING IEAVICE: SURPACE CASING & INTER - STRING CAING CREW 2. ; E% ___
DRNLLING WD AND CHEMICALS ' 7,8-88 .
LLECTRIC LOSOINS - OPEN  noLE _ 4,100 4,1G0
sy = :
comne = E
FLUI0 AND CORE ANALYSIS =
" 800 800
IS J¢ . PUEL: FURNISHED oY B
‘ WATER FURN-SNED 3V rROM 3,300 3,300 ;
swpEamISION - -
. Asansonmgay ‘ 5.000 — — :
CLEANUP AND SACKFiLL 300 300
iy SHOE, FLOAT, CEMENTING, RUNNING ON, STRING, LINER, CASING CREW .m
. ELECTAIC LOWSING ANS PERFORATING N CASING 1.700 1,700
SoUEERING, '.lﬂ.l.‘__!_\.!.' 8 RETRIEVASLE PLUSS - - -
. ACIDIZING, STINULATION & FRACTURING 13,600 13.600 : o
' ~§ CABLE TOOL OR &OTARY COMPLETION 5,000 5.000 : T
4 © MISCELLAREQUS 1NTANGISLE 4,000 2.800 6.800 : ;
£ TOTAL INTANGIBLE 59,200 31,500 85 . 700
& TANGIBLE
iy Footagc ize Weight Cgsf
conoucTOR 30" 12-3[4" H 40 29.31 C 2590 250
SURPACE CASING 300" 8-5/8'" J-55 24.0 STC 2,400 2,400
: ﬁ (."-‘.'.I"
; on weawe 26007 -172K=35 0.5 CSIC| 5800 9,800
. : TUBINS M_ 2‘318" J-.S_S 4.7 EUE 5,700 5'760
o WELL WEAD, SAVETY EQUIPMERT, ETC. 600 600 - 1,200
gv < AMTIFICIAL LIPT, ETC. -
- Eg PRODULTION PACKER, WANGERS, DOWNWOLE FLOW CONTROL, ETC. ’
[3 . $i15CELL ANEOUS TANSISLE 850 1.00Q 1.850
; TOTAL TANGIBLE COST ‘ 4,100 17,100 21,200
' é TOTAL WELL COST 63,300 ' 48,600 106,900
B LEASE EQUIPMENT OR PLANT ’ i
i g pmosucTion racwiTies, Teeareas, erc._Share of Battery & 5,000 5,000 -
: 2 . Tamxs _ Flow Line Pumping Unijt 20,000 20,000 3
: - ¢ LINE DD, FLOWLINE, VALVES & FITTINGS : =
% Tavcxing :
e EE CONSTRUCTION COSTS, LABOR & WELDING :
: : saoxwsrexyawmx. Electrification 1,500 1,500
D WISCILLANEDUS LEASE COSTS 1,100 1,100
. é TOTAL LEASE EQUIPMENT OR PLANT CO3TS ‘ 27,500 27,600
’% GRAND TOTAL ESTIMATE COSTS 63,300 76 . 200 134,500
! : | estimaren pavs
The figures presented here are estimates only. You are responsible for the

act;ual cost if such costs differ from the estimated costs. .

Prepared by Harvey E. Yates, Jr. _ Dace 11/12/78 AFE no.

_ Accepted by . Date
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WORK SHEET - AUTHORITY FOR EXPENDITURE

* L lan___w.g‘l o - - -typg arg DRIE_‘LING . -
3 ’ ESTIMATED COSTS
4 3
: ﬂ‘—“—'—!"— Sec.20,T10S,R28E To Casing Point Completion Total Progece-
- 59 500 5ta8—
é; 21.600 21 g__goc
- # 4,200 4,200
; —— 900 _ 900
5 300 6060 900
e s _in - _ - -
, CEBENTING BENVICY: SUAPACE CABING & INTER - STRING.CANING CREW ; . 389 2 gog
g $3n3:33 =ue dwe curmwars e 4,900 | /,
4 ELECTMIC 006N - OPEN _NOLE 4,100 4,100
4 owuy = :
o gomwe =
a1 FLUID_ANS_CORE ANALYS!S -
Red vy 200 800
XiND OF FUEL: FURMIBSHED BY
F © waATER_Feamisuie SV rROM 3,300 3,300
4 sersavieses - 5 -
5 ABAROQNNENT 5,000 - — '
4 CLEANUP AND SACKFiLL 300 300
= PNOE, FLEATY, CENERTING, AUNNINS ON. STRING, LINER, CABING CREW 6.000
k ‘ 2LEITTRIC Lossine awS PERFORATING IR CASING 1.700 1,700
S0UREZiNe, BRIDSING PLUSE & RETRIEVAGLE sLuet - - -
ACIDIZING, STHRULATION & FRACTURING 13,600 13.600
CASLE _TCOL_OR NOTARY COMPLETION 5.000 S
BISCELLANGEYS INTANGIBLE 4,000 2.800 6.80
TOVAL WNTANGISLE 59,200 31,500 85,700
TANGIBLE :
—_— Footage ize Weight €
comovcron 30" 12-3/4" Hoko 29.31 _Sc 250 250
. sumeace caswe __300°' _8-5/8" J-55 24.0 ~“STC 2,400 2.400
- n"{u ~sTRING “
o sraume 26007 4-172'"K-55 105 TSTC 9,800 9,800
Tusne 2400° 2-3/8" J-55 4.7 . EUE 5,700 5.700
WELL_NEAS, SAPETY LQUISEENT, ETC. 600 600 1,200
ARTIFICIAL _LIPY, BTC. -
PRODUCTION PACRER, NANSERS, DOWNHOLE FLOW CONTROL, ETC.
BISCELLANEOUS TANGINLZ . 850 1,000 1.850
TOTAL TANGIBLE COST 4,100 17,100 21,200
TOTAL WELL COST 63,300 48,600 106,900
© LEASE EQUIPMENT OR_PLANT T
paosucTion _racmiTies, Teatens, eve. Share of Battery & 5,000 5,000 ¢
TARKS Flow Line Pumping Unijt 20,000 | 20,000
LINE PR, FLOWLINE, VALVES & FITTINGY
TRUCHING '
CONSTRUCTION COSTS, LASOR & WELDING - )
saxooasnossnaes. Electrification 1,500 1,500
WISCELLANEOUS LEASE COST3 1,100 1,100
- TOTAL LEASE EQUIPMENT OR PLANT COSTS ' 27,600 27,600
GRAND TOTAL ESTIMATE COSTS ' ' 63,300 76,200 134 /500
: | esrimareo oars

—— - P e et

The fignrea presented here are estimates only. You are responsible: for the
acwal cost if such costs differ from the estimated costs. :

Prepared by parvey E. Yates, Jr. Date 11/12/78 AFE no.

Accepted by : Date
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WORK SMHEET -~ AUTHORITY FOR EXPENDITURE

wero mws_ J.P. WHITE E-1 _______ -rvee are__ DRILLING

: ESTIMATED COSTS
! N -
3 A ITANGIBLE Sec.28,T10S,R28E Yo Casing Point Completion Totel Produce
4200 300 ﬂﬁ::
: 21, gOO 21,600
4,200 4,200
= . 300 60 900 _
QUSRS YO NP MOVING D — ————— = e - by -
o CEUENTING SERVICE: SURFACE CABING 8 INTER - STRING.CASING CREW ] s
¥ BMILLINS WUD aws crEwiciis o ' _1L...71,900 o B R -
*sg ELECTRIC LOSMNG - 0PN _HOLE 4,100 § . _ e 4,100
e . L1 =
iy comne =
] FiLgis NS £omE amALvMS -
{7 o rs 800 . 800
: RIND OF FUEL: SURNISHED Y
‘"’* WATER _FURNIINED_ DY o 3.300 3,300
P SUrERVISION b
5 ABANOONWENT 5,000 i —
FY CLEANUP aNO BACKFILL 360 3C0
o SHOE, FLOAT, CEMENTING, RUNNING OIL_STRING, LINER, CASING CREW 6,000 6,000
o CLECTRIC LOGEING AND PERFORATING 1N _Casiks , ‘ 1,700 1,700
G | Saut€rine, SRIDEING PLUSS 8 RETRIEVASLE PLUGS = —_—— =
A ACIDIZING, STINULATION 8 FRACTURING 13,600 13,600
oA CABLE TOOL OR ROTARY COMPLETION 5.000 5.0040
i WISCELLANZIOUS INTANSISLE 4,000 2,800 6.800
s TOTAL INTANGIBLE 59,200 31,500 85,700
fé TANGIBLE
-_—— Footage Size Grodse Weight Cplg.
cononcron 30°  12-3/4" H-40 29.31 _Sfc 250 250
surrace casme __300° 8-5/8" J-55 24.0 STC 2,400 2,400
; ATER - STRING
: LINER .
: - on sTRINe 2400 4-1/2'"R-55 I0.5 STC 9,800 9,800
S Tumine 2400 2-3/8" J-55 4.7 EUE , 5,700 5,700
= WELL NEAD, SAPETY SOWIPNEAT, ETC. €00 600 1,200
o ARTIFICIAL LIFT, ETC.
PRQBUCTION PACKER, NARSER3I, DOWNNOLE FLOW CONTROL, ETC. B
2 ICELLANEOUS TANSISLE ' 850 1,000 1.850
s I TOTAL TANGIBLE COST 4,100 17,100 21,200
g TOTAL WELL COST : 63,300 48 600 106,900
H LEASE EQUIPMENT OR PLANT
&= PRODSCTION FACLITIES, TReATEXS, eTc. _Share of Battery & 5,000 5,000
e TAnxs Flow Line Pumping Unijt 20,000 20,000
LIEE PPE, FLOWLING, VALVES & FITTINGS : ]
& TRUCKING
5 CONSYRUCTION COSYS, LASOR 8§ WELOING e ) i
- &ﬁ ssxocamemcsmsx, Electrification _.1,500 1,500
% BISCELLANEOUS LEASE COSTS 1,100 1,160
R TOTAL LEASE EQUIPMENT OR PLANT COSTS A ‘ 27,600 | 27,600
E-3 GRAND TOTAL ESTIMATE COSTS 63,300 76 .200 134,500
L f?,}: . | estrimareo oavs '
% The figures presented here are estimates only. You are responsible for the

- actual cost if such costs differ from the estimated costs.
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Prepared by Barvey E. Yates, Jr. _Date_11/12/78 AFE no.

e <
-

Accepted by ' Date
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WORK SHMEET - AUTHORITY FOR EXPENDITURE

" Accepted by

Prepared by_parvey E. Yates, Jr.

-

Date

4 DRILLING
: ESTIMATED COSTS
: mta [ 1
mrANGSLE Sec.15,T11S,R28E T Coting Poim P won | Total Predece-
o ‘g‘do BUU
2 %.200 300 08—
21.;00 2)11;___21‘)'600
P -4.200 _
%?9 900
300 00
CEUEETING SERVICE: DYRPACE CASHIS § INTER -~ STMNG.CASING CACW 2. 3%!} i,;%
£ ORLLING BUD AND_CnEwitiis 7.900 7,900
SLECTAIC_LOGOING - 0PEN _WHOLE 14,100 4.100
omne =
“ FLvip 533 so8e amawvais - .
ot nrs |00 800
xiND OF FUEL: FURNISHED BY
= WATEN FURNISWED BY ey 3,300 3,300
i ABARDONNENT 5.000 - -
% CLEANUS ANS SACKFHL 300 300
Q__N.O!. ’L“Tg CEMENTING, RUNNING O STRING, LINER CASING CREW 6 o
. ELECTRIC LOGHING_ AND PERFOMATING i casiue 1.700 1, ;QQ
' ; ) SOUEEZING, BRIOGING PLUGS & NETRISVASLE PLUSS - - . -
3 ACIDIZING, STINULATION & FRACTURING 13,600 13,600
CABLE YCOL OR ROTARY COMPLETION 5.0200 5.400
S MiscEL INTANGIBLE 4,000 2.800 6.8
TOTAL INTANGIBLE 59,200 31,500 85,700
; © YAMGIBLE . .
13 - T Footage Size Brade Weight cgsf.
D comueren ' 12-3/47 H-40 29.31 _Sic 250 250
suerace casme __300' _8-5/8' J-55 24.0 STC 2,400 2,400
MTER - STRING ;
I o srame  ZWO0T  G-TJ2'"RSS5 0050 TSTC 9,800 9.8C0
i TusiNg 2400° 2-3/8" J-55 _4.7 EUE 5,700 5,700
L WELL _WEAS, SAPETY ERISNENT, V0. ‘ 600 600 1,200
o ARTIFICIAL LIFY, BTG,
'3 - 0N PACKER, NANSERS, OOWMNOLE FLOW CONTROL, ETC.
55 o %“_I-_“_“L’“ TANGISLE 850 1,000 1.850
i TOTAL TANGIBLE COST 4,100 17.100 21.200
E TOTAL WELL COST 63,300 48,600 _| 106,900
= LEASE EQUIPMENT OR PLANT
ﬁ pRosucton _Faciities, Teeatens, eve. _Share of Battery & 5,000 5,000
Tanks Flow Line Pumping Uniit 20.000 20.000
LINE PIPE, FLOWLINE, VALVES @ FITTINGS
-." TRUCKING
CORSTRUCYION TS, LAROR & WELDING ‘ ~
?! saxweexscsnrwmx,. Electrification 1,500 1,500
3 BISCELLANEOUS LEASE COSTS 1,100 1,106
TOTAL LEASE EQUIPMENT OR PLANT COSTS 27,600 27,600
3 ~"GRAMD TOTAL ESTIMATE COSTS 63.300 76,200 134,500
2' | esvimarzo oavs
‘ §~ e -..:.__. R _— —— .._‘ e
?% The figures presented here are estimates only. You are responsible for the
5 actual cost if such costs differ from the estimated costs.

Date_11/12/78 A¥E no. .
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b 1917§>ssi & CARSON, p.a.
A J.LoSEE ‘ ol 1 b 300 CRICAN HOME BUILOING AREA COpE 503
JOEL M. CAmSON® - Q. DRAW!R 239 740'350.

—— e s

CHAD DICKERSON ’ R ARTEOIA. NEwW MEXicCo 88210

2 e P Ce

5 A SN -

Santa Fe

14 December 197g

Mr. Dick Stametg

011l Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 87501

‘ f» Which we agreed
we would reproduce andg furnfsh j ipli

Thanks for the
help.
Yours truly,
LOSEE, CARSON ¢ DICKERSON, P.A.
Joel M\ ca son
JMC:bjm
Enclosures

cCc: Mr, Iiarvey E. Yates, Jr.
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Yr. F.L. Ganlile

Renublic ‘'atiocnal Pank
e Trust Departuent

P. U, Rey 241

Dalias, T 75223

Te: Selma Andrews Trust

T"ells:

JP ‘hive #4 SW ST 13, TYvas 2T
I Thite A7 TETO 1),7TIO8, 20
JT W e "RY Sui SWO7 U9 R2ew
JF dhite "C-1 Sv S e TINg R2TT
JP Mige N1 TGO 24,TI0S,P2eT
J? “hipe "I -7 TR 2, TYO8 R2TT
JP hire FF-1 54 7T 15,mM118, 20

Dear 1. Cavble:

Liste? ahbove are seven wells, waich this cormpany incends to Jdrill or
ortholoxr locatious to 25300 “set rto test rthe Sau Andres forration's P-}
zones, as soon 28 nussible, This cocmany has offered te lease from the
Selma Andrews Trust acresre surrouadine each well on terms eqnivalent to
those terrs obtained €row any cne of the s8iv other lessors. You have
refuse! to lease on those terms an! have denanded terms which 1 believe
you coulid not hope to receilve from a reasonable oprerator in the arca

o

were your interest sirailflicantly larcer than ,78125%.

T T T SRR 1 RN DN MR 2N

PO,

S

I enclose herewitih AFl's covering cach well, This company will Le the

- operator. If you wish to carry your interest in one or wmore of the
: % wells, you may do sc smbject to yonr nayiny in advance the Trust's
N portion of the cost of drilling. 7The operating form will he the
standard AAPL Form 610-1977 '"odel Torm Operatin; Acreerent' with
COPAS-1974 "Accounting Procedures Joint Oporations’ Fforn actached.
The oVeriead drilling well rate will be %2,300.90 rer nonth and the
producing well rate will be £245.23. 1If you wish to carry the Trust's
interest, nlease notrtify e irmediately. :

oy

1 3 - .

A . S RAe .
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paye ¢

A force rooling heariup for eacl 0f the subject wells nas heen
placed on the Hew Yoxico M1} Conservation
December 7, 1975, 1 advise vou of this no
prepare for the hearings.

This company will seek the maximm:
Penalcy of 2007 nilus 1007
& 1/3th royalty during che

Ag
repayrment and renalcey veriods,

¢ L Yours truly,

Uarvey T, Yates, Jr. i
ITYJr:kb
cc: “Joel Carson - .

Attorney
-
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PETROLEW LANOMA N

October 31, 1978

Ms. Virginia Lawrence
Coronado Exploration Corporation
1005 Ma

rews Trust #5188-00
E Ranch 28, W/2 sec

Chaves Count s New Mexico
Dear Ms. Lawrence:

Thank you for the lease proposal on the ivi
owned by the Andrews Trust, in the refep

net acres)
; Your 3/16 royalty offer is acceptable to gyp Trust Investment Conmittee
R Provided that th

e lease covers only the Lights from - e s
the bas ,‘,Qf”j;!gg_‘_SanwArpdres formation at the depth found i
Chaves County, New Mexico described { i

has agreed to accept the $30 per net acre bonus, f;owever, they will not
approve a five-year 1 i 0 along with a well commencement
date within one year from November 1, 1978 or terminatisn of the lease
‘and the primary term of the lease to pe three years,
"The lease. shoyld contain either 3 "Pugh” clause or 120 day continuous
elopment language. The shut-in-gas language witj be ‘
4o 3 threa years past the end of the primary term, and the warranty lanquage ,
tirteecin the Tease will pe deleted. !
We will hold your corres

pondence in our pending file until yoy contact |
relative to our proposal. .

\

"Yours very truly,

E. L. Gamble
ELG/1F '

K OF Dj LLAS

P. 0. Box 241 Dallas, Texas 75221

restricted to -/

us




Selma E. ‘ndrews
Trust #5188-00 ‘
!n-.ﬁ.kﬂ“c,\_ 28 )

25 October 1978

Mr. E. L, Gamble ‘ e
Trnst Adninistracive Officer

Repnublic “ational -Rank
P. 9, Box 241

Nallas, Texas 75221

¥
7”"

Dear Mr, Garble,

Ny

In reference to ycur earlier corresrondence with *»,
¥. Yates, Jr., we are interested in 1
of Section 13, Township 10 Scuth,

Tounty, New Merico on the follovin

; Harvey
eaging the west half
Ranpe 28 Tast in Chaves

f terus:

1) $30[acrc bonus
2) 5 year primary tern
3)  3/16 royaley

We ‘understand that you would nrefer » 25 royalty. Tafoertunate-
ly, the expected production will no

t warrart such a high royalty,;
we feel that a 3/16 royalty is the absolute maximum we can
ray.

A8"d Goncession to your desire to see some activity on vour
lease, we are willing to commence rilling on tche acrease .

within a year, failing in winich the lease would automatically
terminate. ' '

T enclose for your Perusal a copy of Tease Forr 142 with an

added paragraph to cover rhe drilling commitmentc. You will
note that the lessee desifnated 1s "'ew “exico Frploration
Company, a limited partnership for which Corona:lo Fvploration
Corvoration, of which Mr. Yates is "resident, is the sreneral
partner, TIf this lease is satisfactory to your Trust Investment

please advise us and we will forward a sight draft
in the amount of %75.90 to cover the Selma Andrews Trust interest
of 1/128 in the 320 acres. o »

. F
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2.L.Gamb1e-10/2§l7§ - N
Page 2 T

i VRV .. e ) .

Please sddress any further corresnondence reparding this propbs:l
to me at the heading address. Ve appreciate your consideration
in this matter.

Sincerely,

Virginia l.awrence
Head, Land Mepartrvent

o - Y VR P
-:7/ f- 7 4 ",\'/".;4/‘ CAnrg fs rMJ - s a
o M//' ./f‘ Ay 3.’, AN . ’ - . . . -
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REPUBLIC NATIONAT. BRANK OF DALLAS

P. 0. Box 241 Dalfas, Texas 75221

(214) 653-842"
TRUSY DEPARTMENT
" €. L. GAMBLE

TRUST SOMINISTRATIVE OFFICER
- PETROLEUM LANDMAN

.‘

June 7, 1978

Mr. Harvey E. Yates, Jr. -

Yates Exploration Co.. Inc. ' '
- 1007 Marquette N.W.

Albuquerque, ¥ 87102

Re: Selma E. Andrews Trust #5188-00
L. E. Ranch ,
Chaves County, New Mexico

‘Dear Mr. Yates:

Thank you for the 0il & Gas lease proposal outlined in your letter dated
April 21, 1978 covering numerous sections in townships 9 and 10,
Chaves County, New Mexico. '

As far as we can determine, the only acreage shown in your exhibit "A"

to tha lease, that is presently leased is the W/2 section 13, E/2 section
14, and sections 23 and 24 all in T10S, R27E. The lease expiration date
is April 8, 1981. .

Relative to your proposal, we are more interested in a short term lease 5
(six months to one yesr) with a continous develapment paragraph and pro- A
viding a 1/4 royalty. Of course any lease agreement would have to be i
approved by our Trust Investment Committee.

We would appreciate hearing from you at your convenience.
Yours very truly,
) (fsE;zfz,{jégc;,,pzﬁéifzz_..
‘ ' E. L. Gamble :

ELG/1f
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‘
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. L.F. Ranch

: ( : * 21 Anril 1978

Mr., Lee Tamble
Selma ¥ . Andrews Trust #5188%-00 : .
Republic Mational TNank .

F o ®ox 241+ . - v )

Dallas, Tevas . "~

Dear fr. Camhle, B

1 request that youn consi-er leasing to this comrany all of
the acrease degcribed on Trhiliit A under the lease attached .
hereto. The honus I offer is 530.0) rer acre. . :

You will note ‘that the standard lezse form has been altere:d
to provide for a continuous Arilling ~rogram following the
end of the nrimary rerm and to mrovide for'a reduction to
proration urit unorn termination of the continuous drilline
Program,

e

If{ I can acquire the acreare of other lessors on reasonable
-

< terms, I nlan to «rill wo fewer than five San Andres wells
Anring the next twelve months., -

g
i

I understand that s0me of the acreace described on Txhibit

A mav Le leased to other narties. T request tHat you agree L
that if any acreare describad on Tvhibit A becomes availahble

within twelve menths, vou would add it ro the proposed lease

uncn receint of Lonus money coverines the acreage to be added. came Ty

Yours truly,

liarvey F. Yates, Jr. .

YEYIr :vi

“ .

Enc. : h

d %&ﬁ«‘“_,\k s

m@ﬁ@g;z,;,?;;ﬁ
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L 8
7 WORK SHEET - AUTHORITY FOR EXPENDITURE
s et mawe J P. WHITE #1 “rves are DRILLING
mransisLe Sec. 18,T10S,R28E ESTIMATED cosTs -
: "'"—'—“““ To Casing Point Compietion Tota! Prodece-
L LEA pamASE) 300 300
£ XY 2 2
4,200 900 ] 5,
; 21, g Q 21,600
4,200 A_.ZCLQ_ —_
_ 900 %00 __
’ 360 600 900
73001 zzToo
CEUEUTING SEAVICE: SURFACE CASING @ 'MYER - STRING,CASING CREW . .
£ BENLINS_WUS aND CuEmicALs 1,900 — . _._*
¢ - gLECTAIC LOSHING - OFEN _woLE . 4 100 e . 4,100
. oo ] . -
sowe SRS I—
PLUID _AND CONE ANALYSS -
eirs 800 800
KiND OF FUTL: FURMSHED  BY
WATER FURNISHED BY FRoM 3.300 3,300
suPERVISION ; =
ABANBONNENT 5,000 - -
CLEANUP AND SACKFILL 300 300
SNOE, FLOAT, CENENTING, AUNNING O STRING, LINER,CASING CREW 6,000 6,000
ZLECTRIC LOSSING AND PEAFORATING IN CASING 1.700 1,760
" SQUEEZING, BRIDGING PLUSS @ RETRIEVABLE PLUES - - -~
ACIDIZING, STIMULATION & FRACTURING 13,600 13.600
CABLE TOOL OR ROTARY COMPLETION 5.000 2.00
MISCELLANEOVS nTANGISLE 4,000 2,800 6 .80
YOTAL INTANGIBLE 59,200 31,500 85,700
1 TANGIBLE
i _— Footage s-u Cpig.
conoucton U 120974m Heko 2991 S 250 250
suarace casme __300"' 8§-5/8" J-55 24. 0 STC 2.400 2,400
!."' -sTRING
S 2400 4-172'" K-55 I0.5~ TSTC 9,800 9.800
TusINe 2400' _2-3/8" J-55 4.7 EUE 5,700 5,700
WELL WEAD, SAPETY RQUIPHENT, EYC. : 600 600 1,200
ARTIFICIAL_LIFT, BYC.
1I0% PACKER, NANGERS, DOWNNOLE FLOW CORTAROL, EYC.
SiCELLANEOYUS TANGISLE 850 1.000 1.850
TOTAL TANGIBLE COST 4,100 17,190 21,200
TOTAL WELL COST é;: 300 48L600 106@{)
- LEASE EQUIPMENT OR PLANT :
pRosuchien_racwiTits, Tagareas, eve. Share of Battery & 5,000 5,000
TARKS Flow I ine Pumping Unilt 20,000 20,000
cing m.ﬂ.ﬂuﬁl,vnmtu ) FITTINGS _
TRUCKING
CONSYRUCTION. COSTS, LASOR & WELDING
- saxocusesecsonnex. Electrification 1,500 1,500
AISCELLANEOUS LEASE COSTS 1,100 1,100
TOTAL LEASE EQUIPMENT OR PLANT COSTS 27,600 27,600
GRAND TOTAL ESTIMATE COSTS 63.300 76,200 134,500
| esvinareo oavs
}-.v-»_- . . - - - - —--;‘- o ———r e
~ The figures presented here are estimates only. You.are responsible for the ”1
é -actual cost 1f such coats differ from the estimated costs. %
% Prepared by Date AFE no #
3, Accepted by Date

B T I o T S AT R B o B N SR T T T I 1 L Ty O A




WOAK SHEET ~ AUTHORITY FOR EXPENDITURE

oL NANE J.P. WHITE A-1 .pesg are DRILLING -
} ESTIMATED COSTS )
MTANGILE Sec.19, , —
- ec.19,T108,R28E To Cating Point Completion Totat Produce-
1]1)

N ) D)

5300 300 588

Zl.ggg 21,600

) 1 4200

_ 900 900

300 600 900

: - - -

¢ e i ,

SEEEIRTinG SEavies: SURTALE SASiwe & INTEN - BTRING.CAING CREW . 2.50G . 2,500

; Sniive wes awe cuewwcars SN Sy .11 N SRS Q0

i CLECTMC LOBONG - OPEN _wOLE _ — 4,100 - N 4,100

‘ ooy -

g. _ ‘comme =
FLUIG ANS CONE ANALYSIS -

»rs N 800 _ 800

: RiND OF PUEL: FURMINED O
WATER _PuRmIBNES BV ) 3.300 3,300
SUPERVISION =

; AsAusoNNgnT 9.000 - -

CLEANUP AND BACKFILL 300 300

; SHOE, FLOAT, CEMENTING, RUNNING OR._STRING, LINER, CASING CREW 6.000 6,000

; CLECTAIC LOGEING AND PERFOMRATING IN CASING 1.700 1,700

SQUEEZING, SRIOGING PLUSS & RETHIEVASLE PLUES - - -

: ACIDIZING, STINULATION 8 FRACTURING 13,600 13.600
CABLE TOBL OR ROTARY COMPLETION 5.000 5.0060
MISCELLANEOUS INTARGISLE 4,000 2.800 9,800

TOTAL INTANGIBLE 59,200 31,500 85,700
TANGISLE . ‘
"—""‘"""._ Footage Size "Gredo Weight c§!f.

conoucToR ' 12-3/4" H-40 29.31 C 250 250

| sunrace casime __300Q°' _8-5/8" J-55 24.0 STC 2.400 2,400

; INTER - STRING

. on semee | ZBO0T  G-172'"K-55 [0.5. TSTC 9.800 | 9,800

i TusINe 2400" 2-3/8'" J-55 4.7 EUE 5,700 5,700
WZLL NEAD, SAPETY EQWIPWENT, ETC. 600 600 1,200
ARTIFICIAL_LIFY, ETE.

PRODUCTION PACKEN, WANSERS, DOWNHOLE FLOW COMTROL, ETC.
| MeSCELLANEOUS TANSISLE 850 1,000 1.850
- YOTAL TANGIBLE COST 4& 17.100 2]__206’*
'“““-'Efk COST 63,300 48,600 106,900

! ASE EQUIPMENT OR PLANT ’ v

| % racuitigs, Theatens, erc. Share of Battery & 5,000 5,000

| TANKS" j ‘Flow Line Pumping Unilt 20,000 20,000

LINE PR, FLOWLIRE, VALVES @ FITTINGS

| TRUCKING )

; N STRYCTION TS, LABON & WELDING : X

: saxormsrpecunanx. Electrification 1,500 1,500

MISCELLANEOUS LEASE COSTS: 1,100 1,100

! .TOTAL LEASE EQUIPMENT OR PLANT COSTS 27,600 27,600

§ GRAND TOTAL ESTIMATE COSTS ‘ 63,300 76,200 134,500

’ | estimareo oavs ;

The figures presented here are estimates only., You are responsible for the

actual cost 1f such costs differ from the estimated coscs.

Prepared by

Date

Accepted by

AFE

Date

no.




WORK SHEET - AUTHORITY FOR EXPENDITURE
it ’ J.P. WHITE B-1 -rve aee DRILLINGC

e
e —————

MTANSIOLE ' Sec.7,T10S,R28E ESTIMATED COSTS

——

“To Cosing Point |  Compietion Totel Produce-
o {o]4] ]

uarect \gaog on samasey

4,200 900 3
21

900
600 |

CEUEUTING SERVICE: SUNPACE CASINIG 8§ MITER - STRING.CASING CREW
B8 WUS AND CuEMICALS
ELECTRC LOBEING - OPEN WOLE
. o8y
conng
SL,UI0 AND CONE aNALYSIS
[ 31 I
wINd OF  Puki: FURNISHED  BY
WATER FURMISWED OV raoM
SUPRRAMISION
ABANSONRERTY
CLEANUS ANS BACKPIHL
m:, FLOAY, CEMENTING, AUNNRING OHL STRING, LINER,CASING CREW
BLECTRIC LOSOING AND PERPORATING N CASING
SOUEEZING, BRIDEING PLUGS 8 RETRIEVANLE FLUSS
ACIDIZ1ne, tflﬁ!ﬁ&l'l&l 8 FRACTURINS
CASLE TOOL OR ROYARY COMPLETION
 MISCELLANEOUS WTANSISLE
. TOTAL INTANGISBLE

TANGABLE
_— Footo.’ Size Grade

conpucTon —30° 12-3/4" H-40
sunrace casme __300° _8-5/8" J-55
INTER - STRING
Lingn

oL STRING 2400 4-172'"K-55 . 9,800
Tusine 2400'° 2-3/8" J-55 _4. 5,700

WALL NEAD, SAPETY FGUISWENT, ETC. . 600
ARTIFICIAL LIFY, ETC.
. M" PACEER, NANGERS, DOWNNOLE FLOW CONTROL, ETC.
" MiaCELLARNEOUS TARSISLE 1.000

TOTAL TAMGISBLE COST _ 17,100 21 200
TOTAL WELL COST 48,600 |106,900
LEASE EQUIPMENT OR PLANT 4 i
smoswcrion_racnirses, Tagarens, evc. Share of Battery & 5,000 5,000
TARKS Flow Line Pumping Uni 20,000 20,000

INE_PIPE, FLOWLINE, VALVES & FITTIRGS
7 TACKING

CONSTRUCTION COSTS, LABGR & WELDING ;

saxomrmscuaions, Electrification 1,500 1,500
MISCELLANEOUS LEASE COSTS 1.100 1,100
TOTAL LEASE EQUIPMENT OR PLANT COSTS ° 7 27 , 600 ’ 27.600

" GRAND TOTAL ESTIMATE COSTS 63.300 76 L2(:)0 1314,500
' * { estimareo pavs

- . e e e e —

- ——— e v e o v e - R B e -

The figures presented here are estimates only. You are respoaﬁi?_}g for the

actysl cost if such costs differ from the estimated costs.

Prep;red by - : . Date

Accepted by | ' Date
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WORK SHEET - AUTHORITY FOR EXPENDITURE

§ Acceﬁlgéd by

% WeLL RIICWI STYPE APE DRILLING
§ WIANGBLE , Sec.8,T10S,R28E T e e
. _ %a oin ion oto! Proguce-
: 288 2
x 4,200 900 2,
5 - 21.600 21,600
; 4,200 §.200
g 900 900
; 300 600 900
RSipe ve aup wovwes in —— - b - -
CEMENTING SERVICE: SURPACE CASING & WITER - STRING,CASING CREW ggm - 1230
PRULING DD ARD CHNEMICALS %—: 00 L L IUU
CLECTMC LOOONS - OPTN _wOLE 4,100 | 4,100
v -
!Lhn . — -
FLUID AND CORT_ANALYSIS -
wrs 800 800
“inB OF FULL: FURNISHED BY
WATER_PURNISNED BY FROM 3.300 3.300
SUPERVISION =
- ABANSORMENY 5.00 — —-
CLEANWS Aup SACKFILL 300 300
SHOE, FLOAT, CEMENTING, RUNNING OIL STRING LINCR CASING CREW 6 .000 6,000
ELECTRIC LOGEING AND PERFORATING N CABING 1,700 1,700
SOUEEZING, BRIDGING PLUSS B RETRIEVASLE PLUSS - - -
ACIDIZING, STINULATION & FRACTURING 13,600 13,600
CASLE TOOL OR RMOVARY COWPLETION 5.000 S Q00
MISCELLANTOUS INTANGIOLE 4,000 2.800 6,8C0
~TOTAL SNTANGISLE 59,200 31,500 85.700
TANGIOLE
———— Footage Size "Grudo Weight ngf
coNpucTOoR . ' 12-3/4" H-40 29.31 C 250 250
sunrace casws __300° 8-5/8" J-55 24.0 STC 2,400 2,400
INTER - STRING - -
e wme | 2400 3-172"K-=55 0.5 TSTC 9800 9800
TUBING M 2—318" J-SS l" . 7 EUE 5 » 700 5 » 700 .
WELL HEAD, SAPITY EOWIPHENT, ETC. 600 600 1,200 i
ARTIFICLAL LI’T. ETC. ‘
PRODUCTION PACKER, WANGENS, DOWNHOLE FLOW CONTROL, ETC.
© MsICELLANEOUS TANSIOLE 850 1.000 1.8%50-
TOTAL TANGIBLE COSY 4,100 17,100 21,200
TOTAL WELL COST 63,300 48,600 1 106,900
LEASE EQUIPMENT OR _PLANT : '
paooucTion racniries. tacareas, erc. Share of Battery & 5,000 5,000
Tanus Flow Line Pumping Unijt 20,000 20,000
LINE PIPE, FLOWLINE, VALVES & FITTINGS -
yavexnine .
CONSTRUCTION COSTS, LAZOR @ weELDING .,
saxcssesecsanmnnx. Electrification 1,500 1,500 ;
WISCELLANEOUS ‘LEASE COSTS 1,100 1,100 !
- TOTAL LEASE EQUIPMENT OR PLANY COSTS. ° 27,600 . 27,600 :
! GRAND TOTAL ESTIMATE COSTS 63,300 76,200 134,500
% 1 o | estimaren oavs

" o _

The figures presented here are estimates only. You are responsible for the

actual cost :l{ such costs differ from the estimated costs.

"Pteparg;} by

Date

AFE no.

Date
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£  WORX 3SMEET - QUT"‘ORITV FOR EXPENDITURE
: .
weLL .m_i&-m_n:l-—______—_: ~oYPE AFE . muING
; - ESTIMATED CO:TS .
WMTANSILE » _
wWIaRRS Sec.20,T10S,R28E To Casing Point Comgpigtion Total Praduce-
, ]
=' 4,200 900 s’igg*
21.600 21,600
4 200 4,200
_ 900 900
300 600 900
CAUESTING PEAVICE: SUAFACK CASING 8 INTER-STMING.camns cAEW | % , 888 T -'__ 2 0(-)'
oan.Liee : WU _ang cnguicarLt e 2900 — 7,900
£ - CLECTAIC LOGONS - OPEN nOLE 4,100 ] 6—, 150
“-— -
coRIne =
FLS _AND CORE ANALYS:IS =
nrs ' 800 800
«IND OF FuEL: TURMISHED BV
VATER FURNISHED BV rrom 3.300 3,300
APAROORNEET 5.000 - -~
CLEANGS anD SACKFILL 300 _300
SNOE, FLOAT, CENENTING, AVNNING On. STRING, LINER, CAZING CREW 6.000 6.
ELECTRIC LOGBING ANO SURFORATING N _CASING 1,700 1,700
SQUEEZING, BRIDEING PLUSS @ RETRICVABLE PLUGS - - -
ACIDIZING, STINULAYION 8 FRACTURING _ 13,600 13.60
CABLE TOL OR ROTARY COMPLETION 5.000 5
BILCELLABEOUS INTANGISLE 4,000 2.800 6,800
TOTAL INTANGIBLE 59,200 31,500 85.700
TANGHSLE ‘ :
- footage Weight c&
conpecron b 125%6 %0 2951 [» 250 250
sunrace casme _ 30° 8-5/8" _J-55 24.0 2,400 2,400
INTEN - STRING —_
e ame  2GO0T  &-172'"K=55 I0.5 STC[” 9,800 9,800
Tusine 2400° 2-3/8" J-55 4.7 _EUE 5,700 5,700
: WELL #EAS, SAPETY SeuiswENT, ETC. 600 600 1,200
2 ARTIFICHAL_LIFY, ETC.
3 FAQEUCTION PACHER, WANSELES, OWNMOLE FLOW ComTAdL, ETC:
§ ‘ BipckiL ANEOUS TARGISLE 850 1.000 1,850
TOTAL TANGIBLE COST 4,100 17,100 21,200
TOTAL WELL COSY 63,300 48,600 106,900
LE‘SE E@H“E" OR PLARY :
PRosucTion racwiTics, Tasarens, ere. Share of Battery & 5,000 . 5,000
Tanxs Flow Line Pumping Unijt 20,000 20,000
LINE PwE, FLOWLINE, VALVES & FITTINGS
TRUCKING .
; CORSTYRUCTION COSYS, LABORN & WELDINS
b mzlectrification 1,500 1,500
. " WISCELLANZOUS LEASE CISYS 1,100 1,106
S TOTAL LEASE EQUIPMENT OR PLANT COSTS 27,600 27,600
i GRAND TOTAL ESTIMATE COSTS 63,300 _76,200 134,500

The figures presented here are estmtes only., -

Prepared by ‘ ~ S

Date .

You are reeponsible fog the
-ac:ual cost j.f such costs differ from the estimated costs.
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5

E: WORK SHEET - AUTHORITY FOR EXPENDITURE ,
§ _eelweme_ J.P, WHITE E-1 o rwe ape_ DRILLING
; \ mTAN € ESTIMATED COSTS -
A WMTARGISLE Sec.28,T10S,R28E T Cosing Point Camoietion P
— 800 U
{ :
4,200 900 5. ﬁ}g ;
21.600 21,600
4 200 2
— 900 _ 900
. ) 300 _____ 600 9
MPC1ns 4P M) wQving 18 —— e e LSNP SN LI W S
CEMENTING FLEVICH: SURFACE CABWS & WTER-STMue casme cwew | 2 . Sﬂﬂ___»____[__m_mh ] 2 .6%0 ]
naw izt BUS a%E cwdmcaLs b 20900 3 1 7,900
ELECTRIC LOSGNG - OFEN  NOLE 4,100 | . _ . _1 4,100
Y -
comne -
FLUID ARG CORE AmALYSS -
"7y 800 800
WD OF FutL: FURNISHED @Y
WATER FURNIGHED OV rRow 3.300 3,300
sweeavision : =~
ABANOORMENT - 5.000 — -
CLEANUP ANT BAGKFILL , 300 _ 3060
SHOE, FLOAT, CEMENTING, RUNNING 0. STRING, LINER CASING CREW 6,000 6,000
ELECTRIC LOGSING AND PERFORATING IN_CASING ,__],JQ_Q__ 1,70
SQUELZinG, BRNIDQINGE FPLUSE & RETMIEVAME PrLUGS - e e o ot el e e e e
ACIDIZING, STIBULATION & FRACTURING 13 ﬁQQ_ . _
CABLE TOOL OR ROTARY COMPLETION 9.0Q0 5.000 ,
WISCELLANEOUS INTANGIBLE 4,000 2,800 | 6.800
TOTAL INTANGIBLE 59,200 31,500 85 .700 :
" TANGIBLE ‘
- Footage Size Grade w-ig3m cggf
" comoucrom _30*' 12-3/4" H-40 29.31 C 250 250
sunrace casme _ 300°' _8-5/8" J-55 24.0 STC 2,400 . . 2,400
INTER - STRING ‘
ot sraras 24007 4-1/2"K-55 10.5° _STC 9,800 9,800
Tusine 2400" 2-3/8" J-55 4.7 EUE 5,700 5,700
WELL MEAD, SAFETY EQUIPHENT, ETC. 600 600 1,200
ARTIFICIAL LIFT, ETC. -
PRODUCTION PACKER, MANGERS, DOWNNOLE FLOW CONTROL, ETC. ) o ‘
®ICELLANEOUS TANGISLE 850 4. 1.000 _ | 3 _
TOTAL TANGIBLE COST . 4,100 17,100 21.200
TOTAL WELL COST 63,300 48 . 600 106,900
LEASE EQUIPMENT OR PLANT : ‘
. racwities, Teeatens, evc. Share of Battery & 5,000 5,000
ranks Flow Line Pumplng Unijt _20.000 20,000
LINE PwE, PLOWLING, VALYES & F(TTiNes
TRUCKING - —_— L
LADOR & WELDING - S R
{fication - TS 1300
, ' ‘ , 1,100 1,100
0 }_Vise EQUIPMENT OR PLANT COSTS - . . 27,600 | 27.600
GRAND TOTAL ESTI.ME COSTS ' 63, 19(0 16 . 200. 1 134 ,SO()
- - l!'l’l.l‘f!ﬂ pars . . ‘
The figures present:ed here azg'e estimates only. You are responsible for the
differ from the estimat:ed rosts. )

w%l gosc aug,p gggy
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WORK SHEET ~ AUTHORITY FOR EXPENOITURE ) '
wlLL wand J'P‘ m BF el -vyprg avg m IKG i

‘ ~ ESTIMATED COSTS o
TANG & Sec.15,T11S,R28E T Caving Poimt | Compwtion | Toret Prodiar.
‘%gﬁf 200
& 900 15100
1.600 21,600
4,200 . 4,200
— 900 900
300 _600_ _900
uE.nm SERVICE: BURFACE CASWIS & INTER - STRING.CARNS CREW %, g_gg 00
FUNLING BUS ANS CHEWICALE 7,300
IARETAC Loomwme - Ok work 4,100 _L___,__,._.,,_____A.LC_!_LL
oy — : 3 -
oopsne 2 —— -
FLUID AN CORE_ANALYMS ... ,
P - 300 800
_mND oF _fut: FURNISHED BY
WATES rommitnee v oo 3. 300 3,300
seziewn -
ASANOONNENT 5 Q0 p— p—
CLEANGS ANS BACEFILL 300 _3C
SMOE, PLOAT, CINENTING, RUNNING O ITRING, LINER,CASING CAEW 6.000 1 .
ELECTRIC LOGSING ARD PIRFOMATING W CASING ' 1.70 1,700
| SameEzias, smiseins siuss 8 BETSMVANE rives - - -
: s ; = 13,600 13,600
CASLE TEGL Of ROTARY COMPLZTION 5,000 S.a0
WTANSI DL E 4,000 2,800 6,80 H
. TOTAL NTANGIOLE 59,200 31,500 85,700
 iaRE :
SIS . Foatage Siee Wei cac ) ;
CONBUCTOR —30° !..Z.JI‘*' E-&O 29. 1 0 250 250
swaracE casiis 300 8- 5[8" =55 24.0 STC 2.400 2,400
INTER - STRING .
InER -
o srawe  2BO0T  E-172'"K-55 0.5 STC 9,800 | 9,800
Tusing 2400' _2-3/8" J-55 4.7 EUE 5,700 5,700
SELL NEAS, JAPERTY EOWPRENT, ETS. 600 600 1,200 ;
MTIFICIAL LIST, ETE,
MANGERS, OOWHMOLE FLOW CONTROL, ETC. . i
. SapcELLANEOUS TANSISLE 850 1.000 1.830 i
TOTAL TANGISLE COST ~ 4,100 17,100 21,200
TOTAL WELL COST 63,300 48,600 106,900
Mﬁ!—f“ PLANT ' : )
PRODUCTION FACILITIES, TREATERS, ETC. Share of Battery & . 5,000 5,000
Flow Line Pumping Unilt 20,000 | 20,000
anm
- weLoine _
.Mziectnﬁcat:i.on j 1,500 1.500 & .
@iscELLANEOUS LEASE cosTs : : 1,100 1,100
TOTAL LEASE EQUIPMENT OR PLANT COSTS e | 27,600 . 27,600 ,
SRAND TOTAL ESTIMAYE COSTS , 63,300 76,200 134,500 =
) . " | asvimares oars - -
o B S N, el . ;
The figures presented lu-te are estiutea only. You are responsible for the

actusl cost i.f such costs differ from the estimated costs.
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OPERATING AGREEMENT
THIS AGREEMENT. entered into by and between_CORONADO EXPLORATION

CORPORATION . hercinafior designated and

referred to as “Operator”, and the sxgnntory party or parties other than Opera'or sometimes hereinafter
referred ‘o individually herein o5 “Non-Operator”. and cellectively as “Non-Operators”,

WITNESSETH:

WHEREAS, the partics to this agrecment are owners of oil and gas icases and - or oil and gas in-
terests In the iand ideniiiied in Eanduii “A”, asd the porties herete have reached an agreement to explore
and develop these leases and/or oil and gac interests for the production of oil and gas to the extent and
as hereinafter provided:

NOW, THEREFORE. it is ugreed as follows:

ARTICLE I
DEFINITIONS

As used in this apreement, the following words and terms shall have the meanings hoere aseribed
to them:

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

B. The terms “oil and gas lease”, “lease” und “leasehold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties 1o this agreement.

C. The term “0il and gas interests” shall mean unleased fee and mineral interests in tracts of
jund lying within the Contract Area which are owned by parties to this agreement.

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

E. The term “drilling - unit” shall mean the arca fixed for the drilling of ¢ne well by order orv rule
of uny state or federal body having autherity. If a drilling unit is not fixed by any such rule or order,
a drilling unit shall be the drilling unit as established by the pattern of driliing in the (,ontxact Area
or as fixed by express agrecment of the Drilling Parties.

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

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

" "H. The terms “Non-Drilling Party” and ‘‘Non-Consenting Party” shall mean a party who elects
not to participate in a proposed operation.

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

ARTICLE W1,

EXHIBITS

The followmg exhibits, as mdlcated below and attached héreto, are incorporated in and made a

part hereof:
7X A. Exhibit A", shall include the following information:

(1) Identification of lands subject to agrcement,

(2) Restrictions, if any, as to depths or formations,

(3) Percentages or fractional interests of parties lo this agreement. .

(4) Oil and gas leases and/or oil and gas interests subjeet to this agreement.,

(5) Addresses of parties for notice Purposcs.

¥ B. Exhibit “B”, Form of Lease.

x C. Exhibit “C”, Accounting Procedure.

¥ D. Exhibit “D”. Insurance.

—E Exhibit “E”, Gas Balancing Agreenent

~ F. Exhibit “F". Non-Diserimination and Certification of Non-Segregated Facilities.

If any provision of any exnibit, except Exhibit “E”, is inconsistent with any provision contained
in the body of this agreement, the provisions in the body of this agreement shall prevail.

-
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1 ARTICLE 1.

2 INTERESTS OF PARTIES

3

3+  A. 0il and Gas Interests:

)

6 If any party owns an unleased oit and gas interest in the Contract Area. that interest shall be

T treated for the purpose of this agreement and during the term hereof ax if it were a leased interest

8 under the form of oil and gas lease attached as Exhibit “B”. As to such interesi. the owner shall re-

9 ceive royalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit .
10 ‘B, Such party shall. however, be subject to all of the provisions of this agreément relating to lessees,
i1l 16 the extent that it owae the losses interest, :
12 ;
13 B. Interest of Parties in Costs and Production:
14 o
15 Exhibit A" lists all of the parties and their respective percentage or fractional interests under this
16 azreement. Unless chanced by other provisions, all costs and labilities incurred in operations under j
17 this agreement shall he borne and paid, and all equipment and material acquired in operations on the z;
12 Contract Area shall b owned by the parties as their interests are shown in Exhibit “A”. AH produc- i
19  tion of otl and gas from the Contract Area, subject to the payment of lessor’s rovalties which will be
20 borne by the Joint Account. shall also be owned by the parties in the same manner during the term »
21 hereof: provided. howcever. this shall not be deemed an assignment or cross-assignment of interests cov- 3
22 c¢red hereby.

s‘.23 ‘ i
24 ARTICLE 1IV. 3
25 TITLES
26 ‘ :

7 A. Title Examination:
29 Title examination shall be made on the drillsite of any proposed well prior to commen: ment of :
30  drilling operations or. if the Driliing Parties so request. title examination shall be made on the leases §
%1 und or nil and gas interests included. or planned to be included. in the drilling unit around such well. «
32 The opinion will include the ownership of the working interest, minerals, rovalty. overriding rovalty :
33 and production payments under the applicable leases. At the time a well is proposed. each party con- -

34  tributing leases and or oil and gas interests 1o the drillsite, or to be included in such drilling unit. shall
35 furmish to Operator «l abstraets (including Federal Lease Status Reports). title opinions. title papers
36 and curative material in its possession free of charge. AH such information not in the possession of or /

3% made avatlable ta Operator by the parties. but nccessary for the examination of title. shali be obtained ,
38 by Operator. Operator shall cause title to be cxamined by attorneys on its staff or by outside attornevs. :
39 Copies of zll title opinions shall be furnished to cach party hereto. The cost incurred by Operator in §
40 this title program shall be horne as follows: ) '
41 : ) : i
42 77 Option No. I: Costs incurred by Operator in procuring abstracts and title examination (including )

3 preliminary, supplemental. shut-in gas royally opinions and division order title opinions) shall be a $
44  part of the administrative overhead as provided in Exhibit *‘C.”" and shall not be a .ireet charge. whethev ;
45 performed by Operator's staff attorneys or by outside attorneys. ) A
46 ' .

37 i Option No. 2: Costs incurred by Operator in proecuring abstracts and fees paid outside attornevs - 8
48 for m(:.:zamination (including prc!imimgry. supplemental, shut-in gax rovalty opinions and division -

49 order {it]v opinions) shali be borne by the Drilling Parties in the proportion that the interest of each A
50  Drilling Party bears to the totgl interest of all Drilling Parties as such intercsts appear in Exhibit ~A" 2
51 Operator shall make nn charge for services rendered by its staff attornevs or other personnel in the ?

52 performance of the above {unctions, i
53 ' B
54 Each party shatl be rcsbonsiblc for securing curative matter and pocling amendments or agreements b
35  required in connection with leases or ol and pas interests contributed by such party. The Operator shall be
56{ responsible for 1hcﬂ' preparation and recording of Pooling Designations or Declarations as well as the 5
57 conduct of hearings before Governmental Agencies for the securing of spacing or pooling orders. This €
58 shall not prevent any party from appearing on its own behalf at any such hearing. 2
59 . - A
60 No ‘well shall iwe drilled on the Contract Arca untid after (1) the title to the drillsite or drilling unit
61 has been examined as above provided, and (2) the title has been approved by the examining attorney os - e
62 title has been accepled by all of the parties who are to participate in the drilling oi the weil.

64 B.  Loss of Title:
65 :
6t 1. Faijure ot Title: Should any oil and gas interest or lease, or interest therein. be lost through

$57  failure of title. which loss results in a reduction of interest from that shown gn Exhibit A", this agree-

4% ment, nevertheless, shall continue in force as 1o all remaining oil and gas leases and interests. and
9 (a) The party whose oil and gas icase or interest is affected by the title failure shall bear alena
70 the enure loss anc it shall hot be entitled to recorer from Operator or the other parties any development

"2- 30 1
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or operating costs which it may have theretofore paid..but_there shall be no monctary liability on its
part to the other partics hereto ior drilling, development. operating or other similar costs by reason of
such title failure: and

(b} There shall be no reunactive adjusiment of exponises incurred or revenuces reccived from the
operation of the interest, which has been lost, but the interosts of the parties shall be revised on an acre-
age basis, as of the time it is determined finally that title failure has occurred. so that the intevest of
the party whose lease or interest is affected by the title faiture will thereafter be reduced in the Contract
Area by the amount of the interest lost: and

(c) If the proportionate interest of the other parties hereto in any preducing well lhcrcloiom drilled
on the Contract Area is increased by reason of the title Lnlure, the party whose titie has failed shall
rugceive the proceeds sitributable tu the increase in such interests (less costs and burdens attributable
therceto} until it has bheen reimbursed for unrecovered costs paid by it in connection wiith such well:
and .

{d) Should any person not a party to this agreement, who is determined to be the owner of any in-
terest in the title which has failed, pay in any manner any part of the cost of operation, development,
or equipment, such amount shall be paid 10 the party or parties who bore ihe rosts which are so refund-
ed: and

(e} Any liability to account to a third party for prior production of oil and gas which arvises by
reason of title failure shall be borne 5y the party or parties in the same proportions in which they shared
in such prior production; and R

{f) No chzrze shal be made to the joint account for legal expenses. feey or salaries, in connection
with the defense of the piterest claimed by any party hereto, it being the intention of the parties
hereto that cach shalt defend title 0 its interest and bear all expenses in connection therewith.

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

(a) Proceeds cf oil and gas, less operating expenses, theretofore accrued to the credit of the lost
interest. on an acreage basxs up to the amount of unrecovered costs;

{b) Proceeds, less aperating expenses, thercafter accrued attributable to the lost interes: on an
acreage basis, of that portion of oil and gas théreafter produced and marketed (excluding pruduction
from any wells thereafter drilled) which, in the absence of such lease termination, would be attributable
to the lost interest on an acreage basis, up 1o the amount of unrecovered costs. the procceds of said
portion of the oil and gas to be contributed by the other partics in proportion to their respective in-

“terests; and

{c) Any monies, up to 1hc amount of unrecovered costs, that may be paid by any party whe is. or
hecomes, the owner of the interest lost, for the privilege of partlc1patmg in the Contract Area or be-
commg a party to this agt‘eement :

3. gher Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2.

~ above. shall not be considered failure of titie but shall be joint losses and shall be borne by all part:ies

in proportion to their interests. There shall be no readjusiment of interests in the remaining portion of
the Contract Arca.

- : ARTICLE V.
OPERATOR

A. DESIGNATION AND RESPONSIBILITIES OF OFFRATOR:

CORONADO FXPLORATION CORPORATION ' : shall be the

Operator of the Contract Arca, and shall conduct and direct and have full comrol of all operations on
the Contract Area as pcrmmul and required by, and within the limits of. this agreement. I* shall con-
duct all such operations in a good and workmanlikte mannor bt it shall have no liahility as Operator

te the other parues for losses susttined or liabilities mcuucd except such as may result from gross
neghigence or willfnl misconduct.

4
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B. Resignation or Remnval of Operator and Selection of Swccessor: ’

1

2

3 1. Resignation or Removel of Operator: Operator may resign at any time by giving written notice
4 thereof to Non-Opcrators. If Operator terminates its Jegal existence. no longer owns an interest in the
5 Contract Area. or is no longer capable of serving as Operator. it shaH ceasc to be Operator without any
&  action by Non-Operator, except the selection of a successor. Operator may be removed if it fails or
7 refuses to carry Gut its dutics hercunder, or becomes insolvent, bankrupt or is placed in receivership,
8 by the affirmative vote of two (2) or more Non-Operaters owning a majority interest based on owner-
9  ship as shown ¢n Exhibit “A”, and not on the number of parties remaining after excluding the voting

10 interest of Operator Such resignation or removal shall not become effective ‘until 7:00 o'clock AM.

1i  on the first day of the calendar month following the expiration of ninetv (90) days after the giving of

iZ nolice oi resignation by Operator or action by tire Non-Operators to remove Operator, unless a successor

N 13  Operator has been selected and assumes the duties of Operator at an earlier date. Operator. after effect-
41 ive date of resignation or removal. shall be bound by the terms hercof as a Non=Operatar. A change of
15 a corporate name or structure of Operator or transfer of Operator’s interest to any single subsidiary,
16 parent or successor corporation shall not be the basis for removal of Operator.

17 . .
13 3. Selection of Successor Operalor: Upon the resignation or removal of Operator, a successor Op-
19  erator shall be selected by the Parties. The successor Operator shall be selected from the parties owning i
20t ar interest in the Contract Arvea - the time such successor Operator s <clecled. 11 the Operator that :
21 15 removed fails 1o vole or votes only 1o suceeed itsetf, the successor Operator shalt be selected by the T
22 affirmutive vote of two (2) or more partics owning a majority interest based on ownership as shown ;

23  on Exhibit “A7, and not on the number of partics remasinng after exeluding the voting interest of the
.2 24 Operator that was removed. :

e

25
26 C. Employees:
[ 4 . H

28 The number of employces ased by Operator in conduciing operations hercunder. their selection, :

29  and the hours of labar und the compensation for services pertormed. shall be determined by Operator.

30 and all such emptoyees shall be the employees of Operator. 5
) 31 ‘

32 D. Drilling Contracts: ;

33

34 All wells drilled on the Contract Arca shall be drilled on a competitive contract basis at the usual

35 rates prevailing in the area. I it so desires. Operator may employ its own tools and equipment in the

36 drilling of wells. but its charges therefor shall not exceced the prevailing rates in the area and the rate

37 of such charges shall be agreed upon by the parties in writing before drilling operations ¢ com- :

38 meneed. and such work shall be performed by Operator under the same terms and condition: as are ’

R3] custbmary and usual i the area in contracts of independent contractors who ave doing work of a sim-

40  ilar nature. ' . *

41 i

42 ARTICLE VL 3
- 43 SKILLING AND DEVELOPMENT. :

44

15 ?

46

4 A. Test Wells:

48 R X ’ . .

49 The parties here.o have the option to acquire separate o0il and

s0 f£as leases collectively covering undivided interests in all of the

51 .Contract Area. The L.F, Minerals leases will each be made upon the

53 condition that a well ["Test Well(s)"] is commenced on the leased

53 Premises within one year from the date of the lease. Overator shall

54 8elect the drilling site for the Test Vells and Fon-Operators shall

55 have 15 days after receipt of the drilling site selection and the

- 55 A.F.E. for the well within which to elect to narticinate or not: :

i <7 participate in the drilling operation. If Non-Operators, or either

g; of them, elect not to participate im the drilling oreration, the

- Mon-Operator(s) electing not to participate shall be deemed to have

29 relinquished to the parties participating in the well, in the propor-

60 +ions set forth in Fxhibit "A", all of its right, title and interest

b P AT B D i T 2 TR SR Ry et

61 " 4n.and to-zll of the lands in the spacing unit upon which the Test
22 - Well is proposed to be drilled. All of the wells drilled under the

> provisions of the Article VI-A will hereinafter be referred Lo as th
8 "Well Provided for in Article VI-A". | » '
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o
1  B. Subsequent Operstions: 5
2 ' . . £
3 1. Praposed Operations: Should any party hereto desire to drill any well on the Contract Area
4 2t than the well provided for in Article VILA. or to rework, deepen or plug back a dry hole drifled :
5 at the joint cxpense of all parties or a well jointly owned by all the parties and not then producing
6 in paying quantities, the party desiring to drill. rework, deepen or plug back such a wcll shall give the
-7 other parties written notice of the proposed operation, specifying the work to be periormed. the loca- g
8 tinn. proposcd depth. objective formation and the estimated cost of the operation. The pariies receiv- :
9 ing such » nntice shall have thirty (30) days after reccipt of the notice within which 1o notify the
16 parties wishire ta de the work whether they cleet to participate in the cost of the proposed opceration.
11 If a drilling rig is on location, notice of proposal to rework. plug back or drill deeper may be given
12 by telephone und the response period shail be dimiied o foily=cighit {387 houis, exclusive of Saturday. :
13 Sunday or lczsl hoiidavs. Failure of a parly recciving such notice 1o reply within the period above fixed P
14 shall constitute an cleetion by thul party not to participate in the cost of the proposed operation. Any o
15 notice or response given by telephone shall be pmmptly confirmed in writing. )
16 ' :
17 2. Operations by Less than All Parties: Tf any party receiving such notice as provided in Article
18 VIBI1 or VIE.L clects nnt to participate in the proposed operation, then. in order to be entitled to
19  the benefits of this article, the party or parties giving the notice and such other parties as shall elect é
20 to participate in the operalion shall, within sixty (60) days after the expiration of the notice period of !
21  thirty (30) duvs (or as promptly as possible after the expivation of the fortv-eight (48) hour period
22 where the driliing rig is on location, as the case may be) actually commence work on the proposed
23 operation and complete it with due diligence. Opcrator shall perform all work for the account of the
24 Consenting Parties: provided, however, if no drilling rig or other equipment is on location, and if Op- ¢
25 crator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform i
26 the work required by such proposed operation for the account of the Consenting Parties. or (b) desig- !
27 nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties. when
2€ conducting operations on the Contract Area pursuant to this Article VL.B.2., shall comply with all terms
29 and conditions of this agreement.
; 30 . : ;
[ 3 If less than all partics approve any proposed operation. the proposing partv. immediately after the
32 expiration of the applicable notice period. shall advise the Consenting Parties of (a) the total interest
33 of the parties approving such operation, and (b) its recommendation as to whether the Consenting Par-
34  ties should proceed ic the operation as proposed. Each Consenting Party, within forty-cight «48)
35 hours f{exclusive of Suturday. Sunday or legal hotidays) after receipt of such notice, shall advise the {
36 proposing party of its desire to {a) limit participation to such party’s intercst as ~shown on Exhibit ~A™, "
37 or {(b) carr its proportionate pa * of Non-Consenting Parties' interest. The proposing party. at its - :
3% clection. mu withdraw such proposal if there is insufficient participation. and shall promptly notify :
39  all parties uf such decision.
18 _ : .
B 41 ' The entire cost and risk of conducting such operations shall be beine by the Consenting Parties in -
42  the proportions they have clected to bear same under the terms of the preceding paragraph. Consenting
43 Parties shall keep the ijeaschold estates involved in such operations free and clear of all liens and
43  encumbrances of cvery kind created by or arising from the operations of the Consenting Parties. If such
45  an operation resuits in a dry hole, the Consenting Parties shall plug and abandon the well at their sole . -;‘
46 cost. risk and cxpense. If any well drilled. reworked. deepened or plugged back under the provisions
47  of this Article results in a producer of oil and or gas in paying quantities. the Consenting Parties shall
) 43 complete and cquip the weli to produce at_their sole cost and risk, and the well shail then be turned
- 49  over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties.

50 Upon commcncement of operations for the drilling, reworking, deepening or plugging back of any such 3
"31 well by Consenting Parties in accordance with the provisions of this Article. each Non-Consenting Partx i :
32 shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and i
53 be entitled to receive, in proportion to their respective interests, all of such Non-Conseniing Party's
54 interest in the weil and share of production therefrom until the proceeds of the sale of such shave. ) 3 .
55 calculated at the well, or market value thereof if such share is nol sold (after deducting production ' g
56 taxcs. royalty, overriding royalty and other interests c\isting on the effective date hercof. payable out of g
57 o1 measured by the pre diiction from such well aceruing with respect Lo such mterest until 11 reverts) i
58 shall equal the total of the following: ] S §
59 300% : ‘ 5
60 (ay/ H9&% of each such Non~Consen1mg Party’s share of the cost of any newly acqunred surface g
61  ecquipmen? beyond the welihead connections (including, but not limited to. stock tanks. separators, b4
62  ireaters. pumpine eauipment and piping). plu§Q(Q % of cach such Non-Consenting Party's share of the ;
33 cost of operation of the well commencing with first production and continuing until each such Non- ‘
64 Consenting Party’s rebnquisbed interest shall revert to it under other provisions of this Article, it beiug 5

65  agreed that cach Non-Consenting Party's share of such costs and cquipment will be that interest which £ :

66 would have been chargeable to cach Non-Consenting Par y had it participated in the well from the be- 5 :

67 - ginning of the operation: and . - . - . ;

68 ' : N : : ' = s

, 69 (b)400) % of that portion of the costs and expenses of drilling reworking. deepening, or plugging £ .

R 4 - 70 back. testing and compieting. after deducting any cask contributions received under Article VIII.C.. and E :
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1 ___% of that portion of the cost of newly acquired equipment in the well (to and including the well-
2 head connections), which would have been chargeable to such Non-Consenting Party if it had partici-
3 pated therein. ‘
F 3
o 5 Gas production attributable to any Non - Consenting Party’s relinquished interest upon such Party's
6 electior, shall be sold to its purchaser, if available, under the terms of its existing gas sales con-
7 tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable from
8 such sale dirrct to the Consenting Parties until the amounts provided for in this Article are recov-
9 ered from the Non - Consenting Party’s relinquished interest. I¢ such Non - Consenting Party has not
10 contracted for sale of its gas at the time such gas is available for delivery. or “has not made ‘he elec-
11 tion as provided above, the Consenting Parties shall amm ond be sodlited o jeceive and seii such Non-
12 Coasenting Party’s share of gas as hercinabove provided during the recoupment period.
13 , )
14 During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share -
15 of production. or the proceeds therefrom. Consenting Parties shall be responsible for the payment of
16 all productior. severance, gathering and other taxes, and all rovalty. overriding rovalty and other
17  burdens applicable to Non-Consenting Party’s share of production,
18
19 In the casc of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall '
20  be permiited w use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
21  all such equipment shall remain unchanged; and upon abandonment ofﬁa well after such reworking.
22 plugging back or deeper drilling, the Consenting Parties shall account foi ail such equipment to the
23 owners thereof, with each party receiving its proportionate part in kind or in wvalue, less cost of
24 salvage. ' ’
b : _
26 Within sixty (60) days after the completion of any operation under this Article. the party con-

27 . ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an .in-
ventory of the equipment:in and connected to the well, and an itemized statement of the cost of drilling.
29 deepening. plugging back, testing, completing, and equipping the well for production: or. at its option.
30 the operating party, in lieu of an itemized statement of such costs of operation. may submit a detailed
31 statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
32 reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall furn-
33 ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the
34  operation of the well, together with a statement of the quantity of ¢il and gas produced from it and the
35 amount of proceeds realized from the sale of the well’s werking interest production during the preceding
36 month. In determining the quantity of oil and gas produced during any month, Conseating Parties
37  shall use industry accepted‘ methods such as. but not limited to, metering or periodic well tests. Any
38 amount realized from the sale or other disposition of equipment newly acquired in eonnection with any
39 such operation which would have been owned by a Non-Consenting Party had it participated therein
4G shall be credited against the iotal unreturned costs of the work done and of the equipment purchased, i
41 in determining when the interest of such Non-Consenting Party shall revert to it as above provided: ;
42  ‘and if there is a credit balance, it shall be paid to such Non-Consenting party. I

If and when the Consenting Parties recover from a Mon-Consenting Party’s relinquished interest :
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46  maticzlly revert 1o it and, from and after such reversion, such Non-Consenting Party shall own the same i
47 interest in such well. the material and equipment in or pertaining thereto. and the production’ there- ;
$3  from as such Non-Consenting Party -would have been entitled to ‘had it participated in the driiling, ;
43 reworkmg_, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be P
50 chaxiged -with and shail pay its proportionate part of the further costs of the operation of said well in - o
51 accordance with the terms of this agreement and the Accounting Procedure, attached hereto. :

53 " Notwithstanding the provisions of this Article VL.B.2,, it is agreed that without the mutual consent
34 of 4ll pariics no wells shall be « npleted in or produced from a scurce of supply from which a well ’ -
55 located elsewhere on the Contract Area is producing, unless such well conforms to: the then-exlstmg 4
56 weh spacmg pattein for such sovrce of supply,
57

PRI PRy MR

58 The provisions of this Article shall have no application whatsoever to the drilling of the initial =

59 well described in:Arﬁcle VI.A_ except (a) when Option 2, Article VILD.1., has been selected, or (b)

60 to the reworking, deepening and plugging back of such initial well, if such well is or thereafter shall

61 prove to be 4 dry hole or non-commercial well, after having been drilled to the depth specified in Article : .
62 VLA ' . . :

63 _ \ _ o SO
64 C. Right to Take Production in Kind: —

65

66 Each party shall have the right to take in kind or separately dispose of its proportionate share of -

67 all oil and gas produced from the Contract Area, exclusive of production wjich may be used in de-

68 velopment. and producing operations and in preparing and treating oil for marketing purpodes. and 5

69 production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate dispo- Lo

70 sition by any party of its proportionate share of the production shall be borne by such party. Any Lo

-6-
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party taking its share of production in kind shall be required to pay for only its proportionate share
of such part of Operator's surface facilities which it uses.

Each party shall execute such division orders and coniracts as may be necessary for the sale of its
interest in production from the Contract Area, and, excopt ax provided in Article VILB., shall be entitled
to receive gayment direct from the purchaser thereof for its share of all production.

In the event any party shall fail o make the arrangements necessary 1o take in kind or separatelv
dispose of its proportionate share of the oil and gZas produced from the Contract Area. Operator shall have
the right, subject tn the revocation at will by the party owning it, but not the obligation. to purchase such
il and Z85 Or aoll it to otheors ot ‘any tims and from time 1o time. for the account of the non-taking
party at the best price obtainable in the area for such production. Any such purchase or sale by Op-
erator shall be subject always to the right of the owner of the production fo exercise at any time its

right to take in kind. or separstely dispose of, its share of all oil and gas not previously delivered to a

' purchaser. Any purchase or sai¢ by Operator of any other party’s share of oil and gas shall be only for

such reasonable periods of time as are consistent with the minimum needs of the industry under the
particular circumstances. but in no event for a period in excess of one (1) year. Notwithstanding the
foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party's

share of gas production without first giving such other party thirty (30) days notice of such intended
sale.

In the event one or more parties’ séparate disposition of its share of the gas causes split-stream de-
liveries to separate pipelines and or deliveries which on a day-to-day basis for any reason are not

. exactly equal to a party’s respective proporiienate share of total gas sales to be allocated to it, the

bulancing or accounting bétween the respective accounts of the parties shall be in accordance with
any Gas Balancing Agreement between the parties hereto. whether such Agreement is attached as
Exhibit “E”, or is a separate Agreement. '

D. Access to Contract Area and Infermatien:

Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect
or observe operations, and shall have access at reasonable times to information pertaining to ‘the de-
velopment or operation thereof, including Operator's books and records relating thereto. Operator. upon
requast. shall furnish each of the other parties with copies of all forms or reports filed with govern-
mental agencies, daily drilling reports, well logs. tank tables, daily gauge and run tickets and reports
of stock on hand at the first of cach month, and shall make available samples of any cores or cuttings
taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to

Non-Operator. other than that specified above, shall be charged to the Non-Operator that requests the

information.
E. Abandonment of Wells:

1. Abandonment of Dry Hol&s Except for any well drilled pursuant to Article VI.B.2.. any well
which has been drilled under the terms of this agreement and is proposed to be completed as a dry hole

shall not be plugged and abandoned without the consent of all parties. Should Operator, after diligént,

effort. be unabie to coniact any pariy. or-should any party foil to reply within fortv-eight (48) hours

vy asxaa s

: (exclusive of Saturday, Sunday or legal holidays) after receipt of notice of the proposal to plug and

abandon such well, such party shall be deemed to have consented to the proposed abandonment. Al
such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost.
risk and expense of the parties who participated in the cost of -drilling of such well. Any party who gb-
jects to the plugging and abandoning such well shall have the right to take over the well and conduct
further operations in search of oil and/or gas subject to the Vprovisions, of Article VIiB.

2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
worked pursuant to Article VI.B.2. hereof for which the Consenting Parties have not been fully reim-

_bursed as ‘therein provideid. any well which has been completed as a producer shall not be plugged and

abandoned without the consent of all parties. If all parties consent tosuchabandonmem the well shall

be plugged and abandoned 'in asccordance with applmble regulations and at the cost, risk and expense

of all the parties hereto. If, within thirty (308) days after receipt of notice of the proposed abandenment
of such well. ali parties do not agree to the abandonment of any well, those wishing to continue its op-
eration shall tender to each of the other parties its proportionate share of the value of the well's salvable
material and equipment. determined in accordance with the provisions of Exhibit “C”. less he estimated

cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall

L3
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assigh io tire non-dbandomhg partics, without warranty, express or implied, as to title or as to quant.ty
quality, or or fitness for use of the equipment and material, all of its interest in the well and related equip-
ment, together with its interest in the leasehold estate as to, but only as-to, the interval or mtervah of the
formation or formations then open to product:on If the interest of the abanchmng party is ot includes

an oil and gas interest. such party shall exceute and deliver to the uon-abandoning party or .parties. an

oil ard gas lease, limited to the interval or intervals of the formation or formations thcn open to produc-
tion, for a term of one year and so long thereafter as oil and/or gas is produced from the interval or Mgr-
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vals of the formation o1 formati-ns covered thereby, such icase to be on the form attached as Exhibit
“B". The assignmems or leases so limited shall encompass the “drilling unit” upon which the well is
located. The payments by. and the assignments or leases to. the assignees shall be in a ratio based upon
the relationship of their respeclive percentages of paiticipation in the Contract Area to the aggregate of
the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
of interest in the remaining portion of the Contract Area.

Thercalter, abandoning partics shall have no further respensibility, liability. nr interest in the op-
cration of or production from the well in the interval or intervals then open other than the rovalties
retained in any lease made under the terms of this Article. Upon request. Operator shall continue to
nperate the assigned well for the account of the non-abandoning parties at the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of
the separate ownership of the assigned well.

ARTICLE VH.
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The tability of the partics <hadi be several, nol joint or cellective, Each party shall be responsible
only for its obligations, and shall ‘be liable only for its propertionate share of the costs of developing
and operating the Contract Area. Accordingly, the liens granted among the parties in Article VII.B. are
given to secure only the debis of each severally. It is not the intentlion of the parties to create. nor shall

this agreement be construed as creating, a mining or other partnership or association. or to render the
parties liable as partners.

B. Liens and Pavment Defaults:

Each Non-Operalor grants to Operator a lien upon its oil and gas rights in the Contract Area. and a
‘ sceurity interest in its share of oil and or gas when extracted and its interest in all equipment, to secure
pa_vinent of its share of expense, together with interest thercon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C”. Té the extent that Operator has a security interest under the
Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
for the secured indebtedness shall not be deemad an election of remedies or otherwise affect the lien

rights or security interest as security for the payment thereof. In addition. upon defauit by any Non- ‘

Dperator in the payment of its share of expense, Operator shall have the right. without prejudice to
other rights or remedies, to collect from the ‘purchaser the proceeds from the sale of such Non-Operator’s
share of oii and. or gas until the amount owed by such Non-Operator, plus interest has been paid. Each
purchaser shall be entitled to rely upon Operatior’'s written statement concermng the amount of any de-
fault. - Operator grants a- like lien and security ‘interest to the Non-Operators to secure payment of Op-
erator’s proportionate share of expense. ' ’

If any party fails or is unable to pay its share of expense within sixty (60) days after rer lition of
a statement therefor by Operator, the non-defaulting parties, including Operator. shall. upon request by
QOperator, pay the unpaid amount in the proportion that the interest of each such party bears to the in-
terest of all such parties. Each parly so paying its share of the unpaid amount shall. to obtain reimburse-
ment thereof. be subrogated to-the security rights described in the foregoing paragraph.

Exceptr as hérein otherwise specifically provided. Operator shall promptly pay and discl;farge expenses
incurred in the development and operation of the Contract Arca pursuant te this agreement and shall
charge each of the parties hereto with their respective preportionate shares upon the expense basis oro-

-~ ‘vided in the Accounling Procedure attached ‘hereto as Exhibit “C”. Operator shall keep an accurate

6 mcord of the Jomt account hereunder, showmg expenses 1ncurred and charges and eredits made and

7

Operator, at its ¥k : - § = i Py and récene from the
other parties paymem i ad\ ance of thelr respectlve ;harcs of the esttmated amount of the expense to
ke incurred in operationghércunder during the next succeeding month, which right may bo exercised only
by submission to each such party of an itemized siatement of such estimated expemo 1nzether with

-an inveice for its sharc thereof, Each such statement and invoice for the payment in advance of esti-

mated expense shall be submitted on or beforc the 20th day of the next preceding month. Each party
shall pay to Operatos its proportionass. share of such estimate within” fifteen (15) davs after such es-
umate and invoice is received. If any party fails to pay its share of said estimate withinr said time. the
amount due shall bear interest as pmvrded in Exhibit “C” until paid. Prgper adjustment shall be
made momhly between -advances and actual expense to the end that each party shall bear and pay its
proportionate share of actual expenses incurred, and no more. The provision covering

advance psyment on- drill:.ng and reworking operations is found in
XV-A. -8
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'D. Lisitation of Expenditures:

1. Drili or_Deepen: Without the consent of all parties, no well shall be drilled or deepened. ex-

cept any well drilted or deepened pursuant to the provisions of Article VI.B.2. of this Agrecment. it being
understood that the consent to the drilling or deepening shall include:

Option No. 1: AH necessary cxpenditures for the drilling or deepening, testing. completing and
equipping of the well, including necessary tankage and-or surface facilities.
7 Opuon No. 2: Al necessary expenditures for the drilling or deepening and testing of the well. When
such well has reached its authorized depth, and all tests have been completed. Operator shall give im-
mediate notice to the Non-Operators who have the rignt to participaie in the compietion costs. The parties
receiving such notice shall have forty-cight (48) hours (exclusive of Saturday. Sunday and iegal holi-
days) in which to clect to participate in the setting of casing and the completion attempt. Such election.
when made. shall include consent 1o all neeessary expenditures for the completing and equipping of such
well.’ including necessary tankage and‘or surface facilities. Failure of any party receiving such notice
to reply within the period above fixed shall constitute an election by that party not to parti‘ipate in
the cost of the completion attempe. I ane or more, buf less than all of the parties. elect to set pipe and
{0 attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
plugging buck”™ as contained in Article VI.B.2. shall be decemed to include “corapleting™) shall apply to
the opcrations thercaflter cenducted by less than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or blugged
back except a well reworked or plugged back pursuant to the provisions of Article VL.B.2. of this agree-
ment, it being understnod that the consent to the reworking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and cquipping of
said well. including necessary tankage and/or surface facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
- an expenditure in cxcess of _Fifteen thousand -----=c-c--- Doilars (15,000,000 )
except in connectiorn with a well, the drilling, reworking, deepening, completing. recompleting. or plug-
ging back ot which has been previousiy auihorized by or pursuani io ihis agreemeni. piovided, hiow-
ever, that. in case of explosion, fire. flood or other sudden cmergency, whether of the same or different
nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
the emergency to safeguard life and property but Operator, as promptly as possible. shall report the emer-
gency to the other parties. If Operator prepares “Authority for Expenditures™ for its own use.
Operator, upon request, shall furnish copies of its “Authority for Expenditures” for anyv xingle project
costing in excess of __Fifteen thousand ~----==-~---~cc-pgjjars ($ 15,000.00. .

E. Royaliies. Overriding Royalties and Other Payments:

Each party shall pay or deliver, or cause to be paid  or delivered. all royalties to the extent of
2 )7 _of 8/8ths due on its share of production and shall hold the other parties free
from any liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
ment is subject to any royalty. overriding royalty, production payment, or other charge over and above
the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account
for or cause to be accounted for. such interest to the owners thereof.

No party shall ever be responsible, on éﬁy price basis higher than the price received by such partv.
tc any other party’s lessor or royalty owner; and if any such other party’s lessor or royvalty owner should
demand and receive settlements on a higher price basis, the party contributing such lease shall bear the
royalty burden insofar as such higher price is concerned. ’

- F. Rentals, Shut-in Weli Payments and Minimam Reyalties:

Rentals, shut-in well payments -and minimum royalties which may be required under the terms of
any lease shall be paid by the party or narties who subjected such lease to this agreement at its or their
expense. In the event two or morce parties own and bave contributed interests in the same Icase to this

. agreement, such -parties may designate onc of such parties to make said payments for and on behalf of all
such parties. Any party may request, and shall be entitled to receive. proper evidence of all such pay-

- ments. In the event of failure to make proper payment of any rental, shut-in well payment or niinimum’

‘royzlty through mistake or oversight where such payment is required to continue the lease in force,

any loss which results from such non-payment shall be borne in accordance with the provisions of Article
IVv.B.2.

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas weill, or the shut-
ting in or return to production_of a producing gas well, at least five (5) days {excluding Saturday, Sun-
day and bholidays). or at the earliest opportunity permitted by circumstances, prior to taking such action,
but assumes no liability for failure to do so In the cvent of fa.lure by Operator to so notify Non-
Operator, the Joss of any jease contributed hereto by Non-Operator for failure to make timely payments
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1 of any shut-in well payment shall be borne jointly by the pames hereto under the provisions of Atticle -
2 VB3
3
4 G. Taxes: e
5 :
6 Beginning with the first calendar year aller the effective date heveol. Opetstor shall render for ad :
7 valorem taxation ail property subject to this agreement which by law should be rendered for such 5
: 8 taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
$ dition date. cach Non-Operator shall furnish Operator information as to burdens (1o include. but not be .
18 limited to, royaltics. overriding rovalties and production payments) on leases and 6il and gas interests con-
11 tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
12 heins subiect to outstanding excess royalties. overriding royalties or production pavments. the reduction in
13  ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such ieasehoid
14  cstate. and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such
15 reduction. Operator shall bill other parties for their proportionate share of ali tax payments in the man-
16 ner provided in Exhibit “C",
17
18 If Operator considers any tax assessment improper, Operator may, at its discretion. protest within
19 the time and manner prescribed by law, and prosecute the protest to a final determination. unless all
28 parties agree to abandon the protest prior to final determination. During the pewdeney of administrative
21 ur judicial proceedings, Opceralor may elect to pay, under protest, all such taxes and any interest and
22  penalty. When any such protested assessment shall have been finally determined. Operator shall pay
‘23 the tax for the joint account. together with any interest and penalty accrued, and the total cost shall then
24 be assessed against the parties, and be paid by them, as provided in Exhibit “C",
25
26 Each party shall pay or cause to be paid all production. severance. gathering and other taxes im-
. 7 posed upon or with respect to the production or handling of such party’s share of oil and or gas pro-
$2B  duced under the terms of this agreement.
29 ‘
30 H. Insurance:
31 . :
32 At all times while operations are conducted hereunder, Operator shall comply with the Workmen's
33 Compensation Law of the State where the operations are being conducted: provided. however, that Gp-
34 erator may be a self-insurer for iability under said compensation laws in which event the on:v charge
3 that shall be made to the joint account shall be an amount equivalent to the premium which would have
: 36 been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
: 37  benefit of the joint account of the parties as outlined in Exhibit “D”, attached to and made u part hereof. -
{ - 38  Operator shall require all contractors engaged in work on cr for the Contract Area to comply with the -
§ 39 Workmen's Compensation Law of the State where the operations are being conducted and to maintain
A 40 such other insurance as Opecrator may require. ;
g 2 3
o 42 In the event Automobile Public Liability Insurance is specified in said Exhibit D", or subsequently .
; f 43 receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for
: 44  such insurance for Oneratar’s fully owned automotive equipment.
R 45
46 ‘ ARTICLE VIiIL
» 7 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
48 i
43 A. Surrender of Leases: . %
50 : o f
S5t The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall ‘
52  not be surrendered in whole or in part unless all parties consent thereto.
53

54 ~ However, should any party dcsire to surrender its interest in any lease or in any portion thereof. and
55 other parties do not agree or consent thereto, the parly desiring {o surrender shalt assign, without express
56 or impiied warranty of title. ull of its interest in'such lease. or portion thereof. and any well. material and
57 equipment which may be located thereon and any righis in production thereafter secured. to the parties
58° not desiring to surrender it. If the interest of the assigning party includes an oil and gas interest. the as-
59 signing party shall exccute and deliver to the party or parties not desiring to surrender an oil and gas
60 lease covering Such oil and gas inteiest for a term of one year and so long thereafter as oil and/or gas -
61 is produced from the land covered thereby, such lease to be on the form attached hercto as Exhibit ~B™.
: 62 Upon such assignment. the assigning party shall be relieved from all obligations thereafter accruing.
4 63  but not theretofore accrued. with respect to the acreage assigned and the operation of any well thereon,
64 and the assigning partv shail have no further interest in the lease assigned and its equipment-and pro-
65 ducticn other than the rovalties retained in any lease made under the terms of this Article. The parties
66 assignee shall pay 1o the party assignor the reasonable salvare value of the latter’s interest in any wells
67 and equipment on the assigned acreage. The value of all material shall be determined in accordarce
68 with the provisions of Exhibit “C”. less the estimated cost of salvaging and the estimated cost of plug--

vy

E 69 ging and abandoning. If the assignment is in favor of more than one party. the assigned interest shall :
3 70 ' %
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be shared by the parties assignee in theproportmus thatthemmofudnbwstomemmduﬂ
parties assignee.

Y

Any assignment or surrender made under this provision zhall not reduce or change the assignor’'s or
surrendering parties’ interest. as it was immcdiately before the assignment, in the balance of the Contract
Area: und the acreage assigned or surrendered, and subsequent operations thereon. shall not thereafter
be subject to the terms and provisions of this agreement.

B. Renewal or Extensivn of Leases:

If any party secures a renewal of any oil and gas lease subject to this Agreement, all othe'r_ parties
shall be notiied pivinpily, and shall have the right for a period of thirty (30) days following receipt
of such notice in which to elect Lo participate in the ~wnership of the renewal lease, insofar as such
lease affects lands within the Contract Arca, by paying to the party who acquired it their several proper
propoitionate shares of the acquisition cost allocated to that part of such lease within the Contract Aren,
which shall be in proportion to the interests held at that time by the parties in the Contract Area.

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

Each party who participates in the purchasc of a renewal lease shall be given an assignment of its
proportionate interest therein by the acquiring party.

The provisions of this Article shall apply to renewal leuses whether they are for the entire interest
covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
the expiration of the existing lease shall be subject to this provision: but any lease taken or contracted
for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
lease and shall not be subject t¢ the provisions of this agreement.

The provisions in this Article shall apply also and in like manner to extensions of oil and gas
leases.

C. ' Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash toward the drilling
of a well or any other operation on the Contract Area, such contribution shall be paid to the party who
conducted the dritling or other operation and shall be applied by it against the cost of such drilling or
other operation. If the contribution be in the form of acreage, the party to whom the contribution is

made shall promptly tender an assignment of the acreage, without warranty of title. to the Drilling -

Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all parties hereto
are Drilling Parties and accept such tender, such acreage shall become a part of the Contract Area and
be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
accept such tender. such acreage shalt nol become a part of the Contract Area. Each party shall prompt-
ly notify all other parties of all acreage or money contributions it may obtain in suppbrt of any well or
any other operation on the Contract Area. ’

If any party contracts for any consideratio:x' relating to disposition of such party’s share of substances

produced hereunder. such consideration shall not be deemed a contribution as contemp!ated in this ‘

Article VIII.C.  ©

D. Subsequently Created Interest: _

Notwithstanding the provisions of Article VIILE. and VIILG., if any party hereto sha“.f#ub‘nqueat
to execution of this agreement, create an overriding royalty. production payment. or net proceeds inter-

est, which such interests are hereinafter referred 1o as “subsequently created interest”. such subsequently -
" created interest shall be specifically made subject to all of the terms and provisions of this agieement. as

follows:

1. If non-consent operations are conductéd pursuant to any provision of this agreement, and the
party conducting such opcrations becomes entitled to receive the production attributable to the interest
out of which the subsequently created interost is derived, such party shall receive same free and clear

of such subsequently created interest. The party creating same shall bear and pay all such subsequently

created interests and shall mdcmmfy and hold the other parties hereto free and harmless from any and
all liability resuiting thercfrom.
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Yinterests in the Conffaet.Area. it shall promptly, give written notice to the gthef parties. with full infor-
‘mation concerning its. " :ale, which shall include the name “addvess of the prospective pur-]

F'chased interest in ‘the propotls 1 that lh‘e; interest of each bears to 1 interest of all purchasing;

{tq mortgage L terests ar 1o dispose of its mterests by merger, reorgamzatwn

AAPL. FORM 610 - MODEL FORM OPERATING AGREEM!éNT - 1977

-

2. It the owner of the interest from which the subsequently created interest is derived (1) fails to
pay. when due, its share of expenses chardeable hereunder, or (2) elects 10 abandon a well under pro-
visions of Article VLE. hereof, or {3) elects to surrender a lease under provisions of Article VIILA.
hereof. the subsequently created interest shail be chargeahle with the pro rata portion of all expenses
hereunder in the same manner as if such intercst were a working interest. For purposes of collecting
such chargeabie expenses. the party or parties who receive assignments as a result of (2) or {3) above
shall have the right 1o enforce all provisions of Article VILB. hereof against such subsequently created
interest.

E. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests
cuvered by this agreement. and notwithstanding any other provisions to the contrary, no party shatl
sell, encumber. transfer cr make other disposition of its interest in the leases embraced within the Con-
tract Area and in welis, equipment and production unless such disposition covers either:

1. the entire interest of the party in all leases and equipment and production; or ‘

2.‘ an equal undivided interest in all leases and equipment and production in the Contract -Area,

Every such sale, encumbrance., transfer or other disposition made by any party shall be made ex-
pressily subject to this agrcement. and shall be made without prejudice to the rizht of the othe . parties.

If. at any timc the interest of any party is divided among and owned by four or more co-owners.

Opecrator, at its discreuion, may require such co-owners to appoint a single trustee or agent with full ‘

authority 10 receive notices, approve expenditures, receive bi!lihgs for and approve and pay such party's
share of the joint expenses. and to deal generally with. and with power to bind, the co-owners .of such
party’s interests within the scope of the operations embraced in this agreement; however. all such
co-owners shall have the right to enter into and execute all contracts or agreements for the disposition

- ¢f their respective shares of the oil and gas produced from the Contract Area and they shall have the

right to receive. separately. payment of the sale proceeds hereof.

F. Waiver of Right to Partition:

If permittéd by the laws of the state or states in which the property covered hereby is located. each
party hereto owning ain undivided interest in the Contract Area waives any and all rights it mayv have
tno partition and have set uside te i in severalty its undivided interest therein.

Should an rty desire to seil all or any part of its interests under this agr -5t its rights and]

chaser {who must be ready. willing a le to purchase). chase price. and all other terms of]
the off>r. The other parties shall then have Pl prior right, for a period of ten (10) dayvs after
re¢eipt of the notice. to purchase on the sa a nditions the interest which the other party]
proposes to sell: and. if this optionglright is exercised, the chasing parties shall share’ the pur-

parties. Howéver.‘ H be no preferential right to purchase in those ere any party wiches

ition, or salef
of a substanuallv all of ns assets to a qubsuhary or parent mmpany ot to a snbmdxarv o

INTERNAL REVENUE CODE ELECTION

¢

- This égree_ment is not intended to cge;!.efa"ﬁd sha}l not be construed to create, a relationship of part-

“neérship or an association for profit between or among the partiés hereto. Notwithstanding any pro-

visions hereir that the rights and liabilities hereunder are several and not joint or collective. or that this

‘agreement and operations herounder shall not constitute a partnership, if. for Federal income tax pur-

poses, thi= agreement and the aperations hereunder are regarded as a partnership, each party hercby
affected elects to be excluded from the application of all of the provisions of Subchapter “K*”. Chapter
1. Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Section 761 of
the Code and the regulations promulgated thereunder. Operator is authorized and directed to execute on
behalf of each party hereby affected such evidenee of this election as may be required by the Secretary
of the Treasury of the U'nited Sta = or the Federal Internal Revenue ’Servxc:_: including specifically, but
not by way of limitation, all of the retwns, statements, and the data required by Federa: Regula-
tions 1.761. Should there be any requirement that cach party hereby affected give further evidence of

" this election, each such party ‘shall execute such dozuments and furnish such other evidence as mayv be

required by the Federal Internal Revenue Service or as may be necessary to evidence this election. No
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’suchplrtythﬁmmmﬁcuoruhmymmwwa ﬂ\eelecﬁonmdemw
If any present or future ;mmmwmmmwmmmmemmaumx

any future income tax laws of the United States contain wrovisions similar to those in Subchapter “K”.
Chapter 1, Subtitie “A”, of the Internal RRevenue Code of 1954, under which an election similar to that
provided by Section 761 of the Code is permiited, each parly hereby affected shall make such election as
may be permitted or required by such laws. In making the foregoing election, each such party states that
mmmwmmnymmmmumwmmtm
compuuhon of parinership taxable income,

ARTICIE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the ex-
penditure does not exceed __Ten thousand ~--esreeemece-cercvercencenereees=-Dollars
($10,000.00 ) and if the payment is in complete settlement of such claim or suit. if the amount
required for settlement exceeds the above amount, the parties hereto shall assume and take over the
further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-

_pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
of the parties. If a claim is made against any party or if any party s sued on accouni of any matler -

MR LTS

arising from operations hereunder over which such individual has no control because of the rights given
Gperator by this agrecement, the party shall immediately notify Cperator, and the claim or suit shall
be treated as any other claim or suit involving operations hereunder.

ARTICLE XL
FORCE MAJEURE

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

The requirement that any force majeure shall be remedied with all rcasonable dispatch shall not
require the settlement of strikes, lockouts, or other labor difficulty by the party involved. contrary to its

wishes: how all such difficuities shall be handied shall be entirely within the discretion of the party
concerned.

The term “force majeure”, as here employed, shall mean an act of God. strike, lockout. or other

industrial disturbance, act of the public enemy, war, blockade, public risi, lightning, fire, storm. flood. .

explosion. governmental action, govermmental delay, restraint or inmaction, unavailability of: equipment,

" and any other cause, whether of the kind specifically enumerated above or otherwme which 1smot

reasonably within the comrol of the pasty claumng suspenswn.

"ARTICLE XL
NOTICES

All notices authorized or required betweon the partnes, and reqmred by any of the provisions of -

this agreement. unless otherwise soeclf‘mlly provtded shall ‘be given in writing by United States mail

or Western Union . telegram, postage or ‘charges prepaid, or by teletype, and addressed to:ihe party to
whor the notice is given at the addresses-listed on Exhibit “A”_ The originating notice given under -any

provision hereof shall be deemed given only when recelved by the party to whom such notice is directed. :
and the time for such party to give any notice in response theretc shall run from the date the originat- .
ing “notice is received, Theseeondorany responavenﬁweshallbedewuedgimwhen_deposi;edm_

the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid.

or when sent by teletype. Eachpartyshanhavcthenghttochange:tsaddrenatanvtm andfmm -

time to ume, by giving wrstten notice hereof to all other parsm

| ARTICLE XaL ,
TERM OF AGREEMENT

" This agreement shall remain in full force and effect as-to the oil and gas leases and. or cil and gas in-

terests subjected hereto for the period of time selecled below: provid.d. however, no party hereto shall
ever be construed as havm;., any right, title or interest in or to any lease. or oil and g3s mterst con-
tributed by any other party beyond the term of this agreemmt

). € Opnon No. 1: So iong as any of the oil and gas leases subject to this agreement remain or are con-'-

tinued in force as ta any part of the Contract Area, whether by production, extension, renéwal oy other-
wise. and/or so iong as oil and/or gas production continues from any I&se or oil and gas interest.
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‘ under any provision of this agreement, results in production of oil and/or gas in paying quantities. this

,Mllugﬂmwmamlwmmm thwmtnn mmmmm»-,

N::E.eu-e’bm.buu.g S

. itad to, matters of performance, non-performance, breach, remedaa, procedures, rights, duties and in-
'lerpxetatlen or ‘vonstruction, shall be governed and determined by the law of the state in which the

#nd receive
- shares ‘of the estimated amount of the expense to, be incurred in

: étty:propose& &r:lling or reworking operation hereunder, which nght
"may be exercised by submission to Hon-Operators of an itemzzzd

invioice
-Operator all of its right, t:r:tle“ and im:erest in and to the spacmg
_and ‘proration mmit upon whi o d
- or reworked. Proper. adjustment ,hall be marie at the completzon

of the dri 1ling or reworking operation between advances and actual-

‘»'ax:e sim::«e of actual expenses i.ncurred and no more.
“B. Anrea of F‘!ntual Interest. -

them to the exclusioaf of the ethers of information obtained for
- the accomt uf all parties hereto, an

?sszaaazage%wgﬁaﬂiﬁﬁﬂkfgﬁa

!h_‘-i* 1n the evet the well deseribed in aﬂie!e V’HL, or any subsequent well drilled

agreement shal] continue in force nhngasmmehwuorwhm or are capable of produc-
tion. and for an audditional pericd of days from cessation of ali production; provided, however.
if, priuhthet:ﬂuh«:dnwhaddﬂbtmlperm&mmmofﬁnmﬂieshemtoammgaﬁedm

erations have been compleicd and if production resuits therefrom, this agreement shall continue in
force as provided hercin. In the event the weil desceribed in Article VLA or any subsequent well
drmed hereunder, rosults in a dry hole, and nb other well is producing, or capable of producing oil
and ‘or gas from the Contract Area, this agrecment shall terminate unless drilling or reworking opera-
tions are mmmeneed within’ days from the date of abandmmem of said well.

t is agreed, however, that the termination of this agreement shall not relieve any party hereto from
any habxltty winch has accrued or attached prior to the date of snch termmahon

ARTICLE X1V.
COMPLIANCE WITH LAWS AND REGULATIONS

[ RS

A Laws, Reguistions and Ovders:

Tnis agreement shall be subject to the vonservation laws of the state in which the committed
acreage is located, tn the valid rules, regulations. and orders of any duly constituted regulatory body of
said state. and to all other applicable federal, state, and local laws. ordinances, rules. regulations. and
B Goveniing Law:

The essential validity of this agreement and all matters pertaining thereto, including‘ but not lim-

Contract Area is located. If the Contract Area is in two or more states, the law of -the state where most
of the land in the Centract Area is located shall govern.

OTHER PROVISIONS

A, Advance Payaent on Eri.lling and Rework:.ng Operatlons :

Operator shall have the r:.ght from t:ime to time to. demand
from Ran—operators payment in advance of their respect:we

statement of such estimated expeunse, together with an invoice for
its share thereof. If Non-Operators, or either of them fail to
pay their share of such estimate wltlnn 60 days arfter said estimate
and. invo‘ ' re. ecei.ved; the Fon-Operator(s) failing to pay said
in said time shall. be deemed to have relinquished to

;,;f.;h well is to be drilled

to the end that each party shall pay and bear irs proport.i.on#

In oréer to protect the ;mtties agamst the use by any of

“Area of Mutual Interest” Y
is hereby created which shall x.nclude t:he following lands in Chaves
Coum:y. Few Mex:.co to-wit:
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Section 24: E/2, SW/&4
Section 25: All

Section 26: All

Section 27: SE/4 NE/4, SE/4
Section 34: E/2 " ' :
Section 35: All g ; .

Section 36: All

Township 10 South e 27 Fast, N.M.P M,

Section 1: All
Section 2: All
Section 3: E/2
Section 10: E/2 :
Section 11: All :
Section 12: All {
Section 13: All ’
SEction 14: All
Section 15: E/2
Section 22: E/2
: Section 23: All
. Section 24: All
s Section 25: All
Section 26: All
Section 27: E/2
Section 34: E/2 ;
Section 35: All .
Section 36: All : B

Township 9 South, Range 28 East, N.M.P.M.

Section 17: All
.t Section 18: SE/4 o =
Section 19: All : :
- Section 20: W/2

Section 30: All

Section 31: W/2

4

i S i

* Township 10 South, Range 28 Fast, N.M.P.M.

All 36 sectioms.

If any party hereto should hereafter acquire a lease or leases,
or mineral right or rights or any other form of oil, gas or mineral
-right, including but not limited to the ownership of minerals in
fee, royalties, overriding royalties, rights or any interest there-
in (an interest therein being defined as including the right to
acquire by purchase or under contractual arrangement, such as a
farmout, farmin or acreage contribution with another par:y) at
any time subsequent to the date of this agreement and during the
: - texrm of this agreement, such acquiring party shall give written’
- notice to the other parties at the appropriate address set forth
- in Exhibit "A" hereto, within 15 days of acquisition, and such ,
other parties shall have separate options for a period of 15 days
after receipt of written notice within which to give notice in
writing to the acquiring party at its address of its election to
exercise. its optrion with respect to an interest in said oil, gas -
or mineral right or rights acquired as hereinabove defined. The
party exercising its option to acquire such interest shall pay
the other party its proportionate share of the consideration paid
for such oil, gas or mineral right within 30 days after it gives
notice of the exercise of its option, and it shall, as of the date
of its written notice of exercise of option, assume its proportionate
share of the obligations incurred incidental and appurtenant to
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y amended to include such
oi.l {as oz ninercl hts or interests therein. Rotwithstanding
Arti.e e XIII, the provisions of this Area of Muctual Interest shail
anmticany terminate five years from the date hereof, and there-
:g;rlth;v parties to this sg:eaun: shall not be bouua by thil
cle B.
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" AAPL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

1 ARTICLE XVIL
2 MISCELLANEOUS ;
3 ' ¥
4 This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their
5 respaeﬁve huu, devisees, legal representatives, successors and assigns.
6 ,
i Tlus mstwment may be executed in any number of counterparts, each of which shall be considered :
8 an original for all purpeaes.
) :
19 _Illg WITNESS WHEREOF, this agreement shall be effective as of _30th __dey of_September -
11 19 7%,
12 :
13 OPERATOR ) ’ K
ATTEST: v . CORONADO EXPLORATION CORPORATION _

77 / /% N PN (Y

PR VR

14
-]
16
17 R
o @_ VR J’C/S sr;;rl SN U @7 \{/ |
Secretary Presideqt :
20 \ ( Vi %
21
23 . %
2 , NON-OPERATORS =3
258 ATTEST: GREAT EASTERN ENERGY & DEVELOPMENT CGRP.
i
28
29 L,
30 Secretary ‘ :
31
39 ATTEST'
2 / ( ffg
A uwna Lo ‘
25 uon‘eenromnou
36 Generai Rartuer
37 STATE OF NEW MEXICO ) .
38 188
3% COURTY OF BERNALILLD )
40
4 The foregoing {nstrumeat was acknowledged before me this zzﬁﬁay of
42 %&_, 1978, by HARVEY E. YATES, JR., President of CORONADO EXPLORATION
- 43 ION, a New Mexico corporation, on behalf of said corporationm.
at ; .
45
46
47 My commission expires:
49 i
58 4
51 : CE
52 STATE OF VIRGINIA ) i
53 :88 - IR 1
54 COUNTY OF EEHRICO - : |
55 3
56 The foregoing instrument was aclcnovledged ‘before me this 2 day of foﬁ .
57 ‘1978, by JAMES B. BOV'{S President of GREAT EASTERN m W., H
58 @ Virginia corporation, on behalf of said corporat:icn. S ‘ ) ‘
59 - - - - E
: e
2; My commission expires: : >/ 72V Q/Q%/”?‘e 2
) , : ~ Notary Public -
N &/ &F 24 . | 3
86 .o
67 S . . L §
: - 68 - £ ~ =
- : 70

-17-




L

STATE OF NEW MEXICO )
. 188
COUNTY OF BERNALILLO )

The foregoing ilanstrument was subsctribed, acknowledged and sworn to
“before me this 40" day of Scptember, 1978 by Harvey E. Yates, Jr., as
President of CORONADC EXPLORATION CORPORATION, a New Mexico corporation,

as attorney-in-fact pursuant to a power of attornmey given in the New Mexico
Exploration Company Agreement of Limited Partnership for the limited partner
of NEW MEXICO EXPLORATION COMPANY, Jack Pennell. The said Harvey E. Yates, Jr.,
b..,‘-‘- £irst duly swoin, siates, by his execuction of the foregoing imstrument,

that the statements contained therein are true to the best of hia knowledge,
information and belief,

. Witness my hand and official seal.

My commission expires: M}:{ {18/

’C

et i Syt 3 netanl e s e

PN

Ty

e
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EXHIBIT “A"

ATTACHED TO AND MADE A PART OF o N
OPERATING AGREEMENT BETWEEN

CORONADO EXPLORATION CORPORATION,

OPERATOR, AND THE NON-OPERATORS

1. Lands subject to agreement:

Township 9 South, Range 28 East Township 10 South, Range 28 East

Tract 1 - Section 17: E/2 Tract 24 - Section l4: E/2
2 - Section 19: W/2 . 25 - Section 15: E/2
3 - Section 20: W/2 26 - Sectiom 17: E/2
4 - Section 30: E/Z 27 - Section 18: E/2
5 - Section 31: W/2 28 - Section 19: W/2
6 - Section 18: SE/4 and 29 - Section 20: W/2
- 30 ~ Section 22: W/2
Towaship 9 South, Range 27 East 31 - Section 23: W/2
32 - Section 24: W/2
~ 6 ~ Section 24: SW/4 33 - Section 25: E/2
7 - Section 25: E/2 34 - Section 26: E/2
8 - Section 26: E/2 35 - Section 27: E/2
. 9 - Section 27: SE/4 NE/4 36 - Section 28: E/2 .
10 ~ Section 27: SE/4 37 - Section 30: E/2
Section 34: SE/4 38 - Section 31: W/2
11 - Section 35: W/2 39 - Section 33: W/2
, o 40 - Section 34: W/2
Township 10 South, Range 28 East 41 - Section 35: W/2
12 - Section 1l: E/2 Township 10 South, Range 27 East
13 - Secrion 2: E/2
14 -~ Section 4: E/2 42 -« Section 1: E/2
15 ~ Section 5: E/2 43 -~ Sectiom 2: E/2
16 - Section 6: E/2 44 ~ Section 3: SE/4
: 17 ~ Section 7: ‘ W/2 Section 10: SE/&4
bt 18 - Section 8: W/2 45 ~ Section 11: W/2
‘ 19 - Section 9: W/2 46 - Section 12: W/2
20 - Section 10: W/2 - 47 - Section 15: SE/4
21 - Section 11l: W/2 Section 22: SE/4
* 22 - Section 12: W/2 ‘ 48 - Section 26: E/2
23 - Section 13: E/2 ) 49 - Section 35: W/2

50 - Section 27: SE/4
Section 34: SE/4

PR

2. Restriction, if any, as to depths or formations:
None o

3. . Ftactlonal interests of partles to this agreement and their eddresses:

e AR

CGreat Eastern Energy & Development Corporatxon 4/8ths
~ 516 Mutual Building _
~ Richmond, Virginia 23219

. New Mexico Explpratlon Company _ 4/8ths S S
(A ¥ew Mexico Limited Partmership) - ‘o e
1005 Marquette N.W. :
Albuquerque, New Mexico 871&2
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. EXHIBIT b 3
Wsu.-tmnwms» lNe--m-uva Mn“*umwmmun

OIL & GAS LEASE

W, bk

iy o

THIR AGREEMENT b this e . day of

of
(Past Oftiee Address)

herein called leswor {whether one or morel and ... e e S, ~ it i SRR >V )

1. Lensar, in consideration of TEN AND OTHER DOLLARS in wand puul reeript of which bhn mmmaa. msn herein erovided
dtbeunemenuotlhknn herein contained, abymnu!emm‘a-uemvwhnmh—efulm»urﬁ-d wmmm«g
drilling, and sperating for and Mduuln“mhmﬁum,wmmnmh.hadnhmm l"bl - e, storing ofl. building
tanks, roadways, telephone lines, and other structuron and things thervon to praduce, save, takir ecare of, treat, prvocesn. sbove transport sabl sinerals, the
follewing dimcribed lund ia County, New Mexieo, to-wit:

%

For the purpose of eslculating the rental payments hereinafter provided for, suid Iand in estimated e e e YOS, whethor i, motually
comprines more or bens. 5

2. Subject tn the gther provisions hercin contained, thia iesse shall nm fotée for 8 teem of yrars (rom this dete (exlled “primary teri”), and
as long thereafter ds oil or gwn, nprodue«ltmnuhndwhndwm-wh-ﬂxuulhndu

3. The royuities to be paid by lesser are: (a) on oll, and on other liguid hydrocarbons xnved at “u-\n'\l 3/ 6dthllvnuhfﬁllduwd from said land,
same 10 be delivered at the \vdlnormthr credit of lewsor in the pipe line te which the wolls may be h caningkrad gas and afl gae-

voun substances, and sold or ased ofF the premivew or in the mevalacture of gaselive o ros. 1.c markey velse at
Ihe-.utlull.h-wellot flhmmuo{dnrc b, provided thal s ges sobl st the wells the rayalty shalc of the smount renfised from

sweh sale; (o and at any 13 this beane it oA validated by other proviviens heveufl and there i a gas amt or of vaid tand. or Jumd
thecewith, but gas and/or condeﬁn:u-uuml beingt x0 seld or wed aad such well i bt in, either before or after produttion therofrom, then on or before hﬂ

after suid well is ahut in, and therealter at annual intervaln, lessirs may pay or tender an advance annoal shut-in royality ejal te the smwunt of delsy remta
provided for in this lease for the acreage then held under thin axe by the parly makiag such paymest or tender, nml o long us suid shut-in royalty i paid or
iemdered th mlused\dlnotmmtennd|twullkam-&rdundrfnllehmw M‘m-h‘r.nw lessed premmises in paying quastities.
Enach such payment shall be paid or tendered W Uhe party o parties who at the time of surh payment would be uuud W teoeive the m which would be
paid under this lemse if ibe well were in fact producing, or e paid or lendered o the eredit of such party or partice in the depository bank and in the manace.
hereinafter provided for the payiment of rentahs.

4. 1If operations for drilling are not commenced on naid land or on land povled therewith on or before one (1) year from this date, this lease shal) ug_im

a2 to both parties, unieas on or before one (1) year from this date lessee shali pay or tender o mm.maslamm.ﬁ_m__m
MmthoprnalqedMenmm:dmmfaumrkﬂdtwnmhlﬁn llulum ike payments or
an . the of said operstions may be further deferred for succrwsive periods of twelve (12) months each during the primary term. PIM

or tender may be made to the jessor or 1o the credit of the lessor in the .

at ' wllidi
cuntinue to be the agent for the lessor and lessor’s beirs and sssigns, If such Iunk (or any successor bank) alall fail, dat Y
‘wlornaymsulldlwufuebmtmw lesnee shall not be held in Mult until ihirty (39) days sftec lesaor shall deliver to lemsee & revovdabic
inste or another acceptable method of paywicn! or tender, and any depository charge is & labiity of the lessor. The paymest or temder
ofrenulm,be-ad:bscheckordnnofku«- mailed ar delivered 1o said hank or huor or any lessor if wore than eme, on or before the recitsl paying
date. Any timely payment or tender of mul or shut-m royalty which is made in & bona fide ztlempt to make proper payment, bdut which is

whole o' in part as to parties, or jeu whall nevertheless be nufficient to prevest termination of this lease in the same ranner as though
proper payment had been made: provided, however, k-m shall enrreet such error within thirty t30) days after lessee han received written notice theveof by
certified mail from lessor together wnh sueh instrumenws ms are necessary to enable lessce to make proper payment,

5. Lessee is hereby granted the right and power, from time to time, to poni or combine this lease, the land covered by it or any part or horizon thereof
with any other land, lease, lemses. minersd estaten or parts thereof for the production of wil or gas. Units poohd hereunder shall not exceed the standard pro-
ration unit fixed by luw or by the New Mexivo Oil Conservation Commmission or by other lawful authority for the poul or area in which said land is situated, plus
a twolevance of 107;. Leasee shall file written unit designativns in the county in which the premises are located and such units may be designated from time to
tinie and either before or after the completion of wells. Drifting operations on ur praluction from any part of any such unit shall be cons

idered for all pur-
Ixeen, except the payment of royalty, as operations condicted upon or production from the tand dencribed in this lease There shall be aliocated to the lund
covered by Lhis lesse included in any such unit thut portion of the ttal production of pouled minerala from wells in the unit, after deducting any used in lense
o umit operstivas, which the number of surface aereu in the land covered by thin leane inrhuded i Lhe unit bears to the total number of surface zcres in the

unit. The prodncﬂon so altvcated ahall be coasiderid Tor all purposes, mchuhnu the payment o delivery of royalty, to be the entire production of pocled minecals
from the nortion of said land covered bereby wnd included in awid unit in the same manner ax thouxh produced from ssid {and under the terms of this lease.
Any pooled unit designated by lenve, an provided herrin, may be dimolved by banee by recordiog aa apiropriste instrument in the County where the land is wit-
usted st any time after the completion of  dry hule or the ceation of production on said unit,
s I prmr 10 the discovery of oil or gas hirvandor, lewsee should drill and abanden & dry hale or Roles hereunder, or if after discovery of oil or gas the
production thereof should cemse for any caude. this lewse shall not terminate if lessce commences reworking or additional drillink operations within 60 days
thereafter and diligently prosccutes the simwe, or 1if it be within the primary term) o p the payment or tender of rentuls or comprences
operations for drilling or reworking on or before the rental paying date next ensuing afier the expiration of three nonun. from date of abandonment of said
dry hole or holes or the cessation of production. If at the cxpiration of the primary term ail or gas 8 not heing produced but lessee is then engaged in

operations
of more than 66

faith said i 1
with due diligence. If sny drilling, additional drilting, or reworking operations hervunder result in production. then this lease shall remain in full force 4o long
thereafter as il or gas is produced heveunder.

7. Lessee shall have free use of il, gas and wxter from waid land, ‘except water from lessor's wells and tunks, for all operetions hereunder, and the ~oyaity
shall be puted after & any so ased. IM shall have the right at any time during or after the expirstion of this lease to remove el property and
" fixtures M by lessee on said land, inciading the right to draw and remove all casing. Whea required by lessor, lessee will bury all pipe lines on cultivated
lands below ordinacy plow depth, and no well shall be drifled within two hundred (eet 1200 (1) of any residence or ba’n nuw on said land without lessor's com-
sent. Lessor shall have the privilege. & his risk and expense, of uaing ras from any gas well on said land for stoves and inside lighta in the pripcipal cwellmg
thereon. out of any mivpius WAs a0t ncedsd for operations hereunder.

8. The rights of either party Bercunder may be anvigned in whole or in nart and the provisions bereof shail extend to the heirs, e dministrators,

s ud : bt nu change wr diviinny in the onnership of the land, or in the ownership of or right te crevive rentals, royalties or payments. however

accomplished shal! m 1o m the ohligalicas or diviainh the righis of leiewe: and no xuch rlnm or division shail be binding upoa lessee for any pur-
powe wstil 30 days after leswor hos buen Turnbihed by certifiod mait ax busee’s principai place of with ble instruments or certified copies
WWuuuutheinhdthhl the original lessor. If sal such change .n ownership occurs through the death of the owner, leisec may pay or
tender &y Tentals, ruygition or payments to the credit of the decrmsed or his estate in the depository bank until such time as lessce has been furnisbed with
idence satisfactory to Mseee as 10 the persons entithd to such sums. la the evﬂuof-umnmtdthn leane a8 10 a segregated portion of said land, the
T i b dor shall he hetwesn the reversl hold - ewners ing to the surface ares of each, and default in rental

mwgmmm.mmmalmmw'm»rnhrmmh An smsignmeni of this lease, in whele or in part, shail, 10 the extent of such
assignomest, relieve and discharme leviee of any ovhligstions hereunder. and, i lesaee or mstwtwwuhem(shll fail or make defauit in the payment
3 he rentals due fruem such levmer or Ainigner or fail to eompiy with iy otner provision of the lease, such d+fault shall not affect this
Jeaie in 5o (sr a8 It covars & part of said lands upon which lesser or any aasignee thereof shall so comply or make such payments. Rentals as (sed in this

:
%
{
!
il

lying with any mwlmpludmmtal&nkl!ewfmmmdrdlworrwwhumm.
und-v.orlmudumalnrwhnu-‘-rbymdmchyminw-mymobunormmhmewm by operation of foree majeare; or
by any Federsl or state law ar Ay order, cule or regulillon of governmentul nutbority, then while so prevented, lessee’s .duty shail be suspended, and lessee
shull Mot be ._bie far faifure to eomply theraewith: und ihis fease ahall he extended while and s long a8 Jessee is provented by any such cause frome comduction
e an e (rom ereducing ol oc gas hereunder ;. and the time while lessee s 30 prevented mklnubeoounudwm

wmwﬂubﬂu‘wlm’hwm.a-dun-ﬂmk-n. itn option. mduchtrzeunyux.mmz other
ton, o T2 el Dol e e et e e e e e et Ve Seass covere s Te miereor T ol

w of fensen’s Fights udder tie -warranty, if Jeaze covers s less mterest in the oil or gus in al) or any
ontire mnd umdivided fev siple tate (whether lomor's fnterer ix herein anceified or not) then royuities, shut-in royaity, rentsl,
i Dot than such full interent. whall be paid only in the pruportien which the
w the whole and ondivided fre simple eniate therein. Shoull sny one or more of the parties named above as
; the party of partics execul!ng the same.
have the right st any time to surrender this lease, in whole or in part, te lessor or his heirs, sucoes-
[

Earcuted the duy and yror first shove written, : . : -




BT S

e

. day of

INDIVIDUAL ACKNOWLEDGNENT (New Mexice Shert Ferm)

County af.
.

Notary Publie
Notary Pubiic
Notary Pablic
Notary Public

day of
day of

day of.

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Shert Form)

INDIVIDUAL ACKNOWLEDGMENT {(New Mexice Shert Ferm)

INDIVIDUAL ACKNOWLEDGMENT (Xew Mexico Shert Ferm)

19,
19

. 18

ing instrument was acknowledged before me this

=

ission expires.

by

b )
The foregoing instrument was acknowledged before me this

™ by
The foregoing instrument was acknowledged before me this

The {

STATE OF NEW MEXICO,

County of

STATE OF NEW MEXICO,

Caunty of

My Comwm
My Commission expirea
County of

x|

i».

“#y Commission expires

STATE OF'

e e . geon

OIL AND GAS LEASE
NEW MEXICO

TO

Date NI, | S

Section.............., Township " wuuna,

No. of Acres

e e et o e e e e e m o e et e 3 1 v

STATE OF NEW MEXICO
COUNTY OF..

I hereby certify that this instrument was filed for

record on the day of...... )
A. D, 19 . at. o'clock.—.......... m, and
was duly recorded in Book..........._.at PAge........oe

of the Records of said .9.53..

Gounty Cletk.

3

-

.19
.19

corporation
Notary Public

day of

Vb”’

CORPORATION ACKNOWLEDGMENT {New Mexica Short l"ori)
CORPORATION ACKNOWLEDGMENT (New Mexice Shert F«-).

STATE OF NEW MEXICO

STATE OF
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COPAS — 1974

Recommended by
NEEE 601, suisa raron Council _of _Petrolewsn

EXHIBIT ~cC™

Attached to and made a of OPERATING AGREEMENT
___between CORONADO RATION 'CORPORATION and the
__Non—Operators dated September 30, 1978, and covering
Lands in Towmships 9 & 10 South, Ranges 27 & 28 East

"

ACCOUNTING PROCEDURE
JOI!NT OPERATIONS

L GENERAL PROVISIONS

1. Definitions

6.

~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 Proporty.

“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 empioyed on the Joint Property in a field operat-
ing capacity.

“Technical Employees” shall mean those employees having special and specific engineering, geological or other

prdfessional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.

“Personal Expenses” shail mean travel and other reasonable reimbursable expenses of Operator’s employees,
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

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

Statement and Billings

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

Advances and Paymts by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall adjust each monthly billing
‘to reflect advances received from the Non-Operators.

Each Non-Operator shali 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 rate of iwelve percent (12% ) per
annurm or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Propcrty is located, whichever is the lesser, plus attorneys fees, court costs, and other costs in connection with
the collection of unpaid amounts. -

Adjustments : . _— .

Payment of any such bxlls shall not prejudice the right of any Non—Operator to protest or question the correct-
ness thereof; provided, however, all bills and statements rendered o Nor-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 Oy rator shall
be made unless it i:s made within the san.C prescribed period. The provisions of this' paragraph shall not prevent

’ adjustments resulting from a physical inventory of Controllable Material as provided for in Scction V.

Audits

A. Non-Operator, upon notice it writing to Operator and all ¢ther Non-Ouerators shall have the right to audit Ope-
rator's accounls and records relating to the Joint Account for any calendar year within the twenty-four (24) month
penod folewing the end of such calendar year; provided, however, the making of an audit shall not extend the
time for the taking of writien exception to and the adjustments of accounts as provided for in Paragraph 4 of this

. Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to

conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Opera-

tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator,

Approval by Non-Operators

Where an approval or other agreément of the Partls or Non-Operators is expressly required under othel sec-
tions of this Acoountmg 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 Nan-Operators shall be eonlrolung on all Non-Opera

—_—
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2.

o

Operator shall charge the Joint Account with the following items:

I DIRECT CHARGES

Rentals and Royalties

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

A. (1) Salaries and wages of Operator’s field embloyeés directly emplayed on the Joint Property in the conduct
of Joint Operations.

(2) Sataries 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,

B. Operator's cost of holiday, vacation, sickness and dxsabzmy benefits and other customary allowances paid to
employees whose salaries and wages are chavgeable to the Joint Account under Paragraph 2A of this Section
I1. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount »f salaries and wages chargeable teo the Joint Account under Paragraph ZA of this
Section II. If percentage assessment is used, the rate shall be bazed on the Operator's cost experience.

C. E: pendxtures or contributicns made pursuant to ussessments imposed by governmental authority which ase

applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion I1.

.D. Personal Expenses of those employees whose salanes and ‘wages are '-hax "Lable to the Jomt Account under

Paragraph 2A of this Section I1.
Employee Benefits
©perator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-

LA
tirement, stock purchase, thrifi, bonus, and other benefit plans of a like nature, applicable to Operator’s labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator’s actual

cost not to exceed twenty per cent (20%).

"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 Properiy as may be required for im-iediate use
and is reasonably practical and consis.ent with efficient and economical operations. The accumulation of sur-
plus stocks shall be avoided.

Transportation .
Transportation of employvees and Material necessary for the Joint Operations but subject to the following limita- -
tions:

A. If Materia! is moved to the Joint Properily from the Operator’s warehouse or other properties, ro charge shall
be made to the Joint Account for a distance greater than the distarnce from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally avatiable unless agreed
to by the Parties.

B. If surplus Material is moved to Operator’s warchouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance tc the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties.

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

Services

The cost of contract services, equxpment and utilities provided by outside sources, except services exciuded by
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professional consultant services and con-
tract services of technical personnet ilirectly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consuliant services er contract services of technical personnel not/di-

rectly engaged on the Joint Property shall not bc charged to the Joint Account uniless previously agreed to by .
the Parties. v

Equipment and Facilities Furnished by Operater

A Operator shali'charge the Joint Account for use of Operator swned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent {8%)

_per annum. . Such rates shall not exceed average commercial ratts currently pm'aﬂmg in the immediate area
of the Joint Property.

B.. In iicu of charges in Paragraph 7A above, Operdtor may elect to use average commercxal rates prevailing in

the immediate area of the Joint Property less 20%;. For automohve equipment, Operator may elect to use rates’ k

“published by the Petroleum Motor Transport Assocxatmn.

) B&ﬁuges and Losses to Joint l’ropertv

All custs or ex@enses neocessary for the repair or replacemcnt of Joint Property made ° necasary because of dam-
ages 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 farnish Non-Operator wriften notice of damages or losses
incurred as soon as practxmble after a report thereof has been recexved by Operator

_ Legal Expense )

Expense of handling, mvestxgatmg and sectling litigation or claims, discharging of liens, payment of judgments
and amounts paid ior settlement of claims incurred in or resulting from operations under the agreemem or -
pecessary - to protect or recover_the Joint Property, except that no charge for services of Operator’s legal staff
or fecs or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expensexsoonsnderedtobecovercdby the overhead provisions of Section III unless " otherwise agreed to by the

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

.
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Al! txxu of every kmd and nature assessed or 1ev1ed upon or in connection with the Jomt Propert._ | the opera-

g:x:hﬂ:ereof erthepmdncuontherefrom andwhxchtaxeshaveheenpmdbytheOperatorforthebeneﬁtofme
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ties. In the event Joint Operations are conducted in a slate in which Operator may act as seif-insurer for Work-
moen’s Compensation and/or Employers Liability undertheneupecﬁvestateslaws,Operatormay at its election,
include the risk uander its self-insurance program and in that event, Operator shall include a charge at Operator's
cost not to exceed m:mual rates.

. ) D) ) :

Anyotlmumﬁmnotmemdordwtm&mmtomgmvmdmmmwmmm'
andwh:ch:smcurvedoyme()pemwrmthenecmryandproperconductottheJomtOpemtwns

i As compensauon for aﬂnumstrauve, supernsm omee services and warehousmg costs. Operamr shaﬂ m: V
drilling ard producing operations on either:

{ X ) Fixed Rate Basis, Paragraph 1A, or

{ )} Percentage Basis, Paragraph 1B. :
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnei, ¢xcept those darectly chargeable
‘under Paragraph 2A, Section I Thewstandexpenseo{servm from outside sourges in connection with -
matters of taxation, traffic, accounting or matters before or invoiving governmental agencies shail be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section I tmiess sueh
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.

il The salaries, wages and Personal Expenses of Technicali Employees and/or the cost of p’rofessional consultant

. services and contract services of technical personnel dxrectly employed on the Joint Pmperty shali { ) shall :
not(X)beeaveredbytheOveﬂmdrates. '

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

Drilling Well Rate $ lower than 5,000°'); $2,800 (Wells
Producing Well Rate $_245 2? / deeper than 5,000')

-

{2) Appircaiion ci Gvetrlread ~ Fixed Rate Basis shall be as fol
{a) Drilling Well Rate

{13 Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion ng:srelased,wbxcheverxslatet except that no charge shall
be made during suspension of drilling operatmns for fifteen (15) or more consecutwe days

{Z] Cbargwﬁrnﬁﬂme&ﬂmgmﬂsshaﬂbemwtheda&whmdrﬂhgormmpﬁdmwt'

R arrives on location and terrhmateonthedatethedniﬁngorcmnplenoneqmpmentmomoﬁm-‘

. tion or ng is released, whichever occurs first, cxcept that no charge shall be made during suspen-
sion of drilling operat;ons fnr fifteen (15) or more consecutive days

[3] Charges for wells undergomg any ‘type of workover or recompletion for a period of f‘ve (5) con-‘

" secutive-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, commence through date of rig release, except = |

that no charge shall be made dunng wspemuon of. operations for fiftcen (15) armeonsecmave HE

(b) Pmdmng Wen Ratm

{13 An active. we‘l eithér produwd or mjected mto for any po"hon of the month ahall be cons!dore&
" as a one-well charge for the entire month.

[2] Each active compleuon ina mum—comp!eted well. in which production is not mmmmghd down " s
hole shall beoonsdemdasaone—weﬁdmrgepmwdmg&ch cmnpletmn;sconsxderedaseparate\ .
weil by the governing regulatory autkority. L

[3}Mmmwdxm1mmmamm@m“fmlmeamwt&emm'"-j
N tmnshallhecomhedasawe—wenchargepmwémgthegaswellhdn'eeﬁyconuededwaw-j~,,'_f

-‘,”[ﬂﬁmne—wenchargemaybemdeforﬂaemh Mphmandabamm
are eumpleted on any well. .
[5] All other macuve wells (including but not hmm’d to mactxve wells covered by umt allowable
lease allowable,” transferred allowable, ete.) shall not quahfy for an overhead. charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effeclive date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by mukti-
plyving the rate cusrcntiy in use by ihe percenlage 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 Fields Produc-

- tion Workers as published by the United States Department of Labor, Buregu of Labor Statistics, or_the
equivalent Canadian index as published by SwhshcsCanada,asapphcable. ‘l‘headjnstednteshanhe,
- theratsmrreuﬂymuse,plusormusﬂnmuedadjm .
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(1) Operator hall charge the Joint Account at the following rates: - : ,
(a) Deveiopment ‘

e Percent { %) of the cost of Development of the Joint Property exclusive of custs
provided under Paragraph 9 of Section IT and all salvage credits.

®) Operati

e Percent (%} of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
{or secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
: eral interest in and to the Joint Property. B
(2) Application of Overhead - Percentage Basis shal: be as follows:
X For the purpose of determining charges on a percentage basis under Paragraph 1B of 1this Section 111, de-
3  welopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilli rew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
picted as a producer, and original cost of couslruction or installation of fixed assets, the expansion uf fixed
assets and: any otl.cr. project clearly discernible as a fixed asset, except Major Construction as dei ned in
: ; ,mzofﬁtis&cﬁmln. All other costs shall be considered as Operating.
2. Overhead - Major Censtruction '
= csosmansate Onaratec for overhead costs incurred in the construction and installation of fixed asscls, the ex-
= gets; and any other project clearly discernibie as a fixed asset required tov iiw development and
operation oint Properiy, Operator shall either nepoliate a rate prior to the beginning of construction, or shall
_ charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess
of § [ : : ) :
A "o of total costs if such costs are more than § ' but lessthan § . _
B - % of total costs in excess of $ but less than $1,000,000; plus
e ol A %&Meostsmexm of $1,000,000. ‘ . 1
Total cost shall mean the gross cost of any one project. For the purpose of this paragra ph, the component parts -
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.
3. Amendment of Rates ) ‘

o The Overhead rates provided for in this Section I may be amended from time to time only bty mutual agreemen
FRIE wwéeﬁthe Pa:neshaae(o if, in practice, the rates are found to be insufficient or excessive. .

. plus

IV. PERICING OF JOINT ACCOUNT MATERIAL PURCHASES, PTRANSFERS AND DISPGSITIONS
Operator is responsible for Joint Accouni Material and shall make proper and timely charges and credits for all ma-
__terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shail 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 sal¢ to outstders. Operaior may purchase, kut <hall he under no obligation to purchase, intcrest of Non-Opera-

tofs in surplus condition A or B Material. The disposal of surphis Controllable Material not purchased by the Opera- "
tor shall be agreed to by the Parties. .

Material purchased shall be: charged at the price paid by Operator after deduction of all discounts received. In case .
“of Material-found to be “<fective or returned to vendor for any other reason, credit shall be passed to the Joint .
Account when adjustment has been received by the Operator_ o ; ; o

Materiat furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, anless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-

A New Material (Conditiond) , - .
(l)ﬁl}i:buiai'gtmds,"exbebtline pipe, shall be priced at the current new price in effect on date of movement on a

" maximum carload or barge:load weight basis, regardless of guantity transferred, equalized to the lowest
" published price L.ob. railwa y-receiving point-er- recognized barge terminal nearest the Joint. Property -
. ‘where such Material is noermally available. k ‘ T TR i

‘(a) Mov . of less than 30,000 pounds shall be priced at the cusrent new -price, in effect at date of

4. . movement, as’listed by a reliable supply store nearest the Joint Property where such Matefial isnor-~
(1) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
"~ (3)-Other Material shall be priced at the current new price, in effcct at date of movement, astisted by.a reliable |
. sonply store or fob. railway receiving point nearest the Joint Property where such Material is normally
available. R s - T
B. Good Used Material (Condition B) - ,
Material in sound and serviceable condition and suitable. for reuse without reconditioning:
{1 Material moved to the Joint Property - _ ) . .
(a) At seventy-five percent (75 ) of current new price, as determined by Paragraph 2A of this Section IV.
(2) Material moved from the Joint Property - . ‘ :
(a) At-seventy-five percent (75% ) of current new price, as determined by Pfragraph 2A of this Section V.
fifwmodgiwﬂy-dmged'to_théimmuntsnewmﬂ,or . :
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- I¥, il Material was eriginally charged to the Joint Account as good used Material at seventy-five per-
eent (75%) of current new price.-

The cost of reconditioning, if any, shall be absorbed by the transferring property.
" C. Other Used Material (Condition C and D) -

(1) Condition C
Maserial which is nct 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 Para-
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condmon B value.

£2) Condition ©

All other Material, including junk, shall be priced al a value coramensurate with its use or at prevailing
prices. Material no longer suitabie for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of jtems normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without pnor approval
of Mon-Operators.

D. Obsolete Iaterial

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 resuit in the Joint Account being charged with the value of the service ren-
deted hy such Material.

E. Pr:cmg ‘Conditions

(1) Loading and unloading costs may be charged 1o the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of loadmg and unloadiing costs sustained. when
actual hauling cost of such tubular goods are cqualized under provisions of Paragraph 5 of Section I

{2) Material involving eré¢ction costs shall be charged at applicable percentage of the current knocked-down
s price of new Material. ‘
~ 3. Premimm Prices
’ "-Whenr'ver Material is not readily obtainable at published or listed prices because of natlonal emergencies, strikes
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the
. reqmred Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,
. and in rnnvmg it to the Joint Property: provided notice jn writing is furnished to Non-Operators of the proposed
“charge prior to billing Non-Operstors for such Materiul. 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.

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

V. INVENTORIES

. The Opei'ator shall maintain detailed records of Controllable Material.

- Periodie Inventeries, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Matenal
Written notice of intention to take inventory shall be.given by Operator at least thirty {30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
10 he represented at an inventory shall bind Non—Operators to accept the mventory taken by Operator.

2. Mmmmﬁmm

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shail be furnished to the Non-Opcratoxs within six months following the taking of the inventory. Inventory ad-
3ustments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
“held aceoumable only for shortages due to iack of reascnahle diligence.

: Spec:ai fnventones may be taken whenever there is any sale or change of interest in the Joint Pr roperty. lt sha!l
be the duty of the party selling to notify al other Partics as quickly as possible after the transfer of mtcrest takes
“place.: In such cases, both the seller and the purchaser shall be govemed by such inventory.

‘4 Expense of Co-duchng Periodic Inventeries .

Theﬁexpense of conduclmg periodic Inventories sha]l not be charged to the Jomt Account unless agreed to by the

St e o
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EXHTBIT "D"

ATTACEED TO AND MADE A PART OF
OPERATING AGREEMENT BETWEEN
CORORADO EXPLORATION CORPORATION,

OPZRATOR, AND THE NON-OPERATORS

ADDYITIONAL INSURANCE PROVISIONS

Operator, during the term of this agreement, shall carry finsurance
N for the bemefit of the parties hereto, as follows:

(A) vorkmen's Compensation Insurance as contemplated by the laws of the
State of New Mexico, ani Employers' Lisbility Insurance vith linits
of not less than $100,C00 per employee:

(B) Public Liability (Bodily Injury) Insurance with limits of not less
than $500,000 for each otcurrence, and Public Liability (Property
Damage) Insurance with limits of $100,000 for each occurremce and
$250,000 in the aggregate.

(C) Automobile Public Liability Insurance covering all automotive
equipment used under this agreement, with limits of not less
than $250,000 for bodily injury for one person and $500,000 for
moy'e than one person in any one accident, and $50,000 for property
damage in any one accident. (If automotive equipment used is owned
exclusively by Operator, no charge will be made to the joint account
for premf{ums for this coverage except as provided in Section IV,
Paragrapk 5 of the Accounting Procedure - Exhibit "C".)

‘Except as authorized by Article VII.H and by this Exhibit "D", Operator shall
uot make any charge to the joint account for imsurance premiums. Losses not
covered by Operator's insurance (or by insurance required by this agreement
to be carried for the benefit and at the expense of the parties hereto) shall
be charged to the joint account.
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Docket Mo. 39-78

Dockets Wos. A0-78 and A1-78 are tentatively set for hearing on December 20, 1978 and Jaouery 3, 1979. Appli-
cations for heering must e filed at least 22 days in advance of hesring date.

DOCKET: EXANINER HBEARING - THURSDAY - DECEMBER 7, 1978

9 A.4. ~ OIL CONSERVATTON DIVISION CONFEREMCE ROOM
ST:..& LAND OFFICE BUILDING, SAMTA FE, WEW MEXICO

The following cases will de heard before Richard L. Stamets, Examiner, or Daniel S. Rutter, Altermate Excminer:

CASE 6392:

CASE 6393:

.

CASE 6394

:
&
&

CASE 6397:

:
g

;
§

In the matter of the heacing called Dy the 01il Comservation Division on {ts owa motion to permit
Corinne Crace, The Travelers Indemnity Company, and all other interested parties to appear and
show cause why the Indian Hills Com. %¥=2ll Mo, 1 located in Unic J of Sectioc 8, Tommship 21 South,
Range 24 East, Eidy County, New Mexico, should not be plugged and abandoned in accordance with a
Pivisioo-spproved plugging progrem.

In the matter of the hearing callied by the 0il Conservation Division on its own motiom to cousider
the amendwent of Rule 104 F of the Division Rules and Regulations to pruvide for the administrative
approval of the unorthodox locatiom of wells drilled within secondary recovery or pressurs
mintenance projects.

In the watter of the hearing called by the 041 Conservation Division on its owm motion to consider
the sdoption of an administrative procedure and Forms C-132 and G-132-A, all for the purpose of
making wellbesd price ceiling category determinations under the Natural Cas Policy Act of 1978.

Application of David Fasken for pool contraction and pool extension, Eddy County, Bew Mexico.
Applicant, in the above-styled cause, seeks the contraction of the Indian Basin-Morrow Gas Pool by
the deletion therefrom of Section 9, Towaship 21 South, Range 24 East, Bddy County, New Mexico, sund
the extension of the Cemetery-Morrow Gas Pool to include the aforesaid Sectioa 9.

Application of Amoco Productiom Company for pool crestion and coutraction, Lea County, Rew Mexico.
Applicent, in the above-styled cause, seeks the contraction of the Houee Drinkard oil pool by the
deletion therefrom of the NXE/4 and £/2 SEf4 of Section 12 and the Ef2 RE/4 of Section 13, both im
Township 20 South, Range 38 East, and the W/2 of Section 7 and the WW/4 of Section 18, Toumship 20
South, Range 39 East, and the creation of a2 new gas pool for Lower Drinkard production in the NE/4
of Secticn 12, Township 20 South, Range 383 East, all in Lea County, New Mexico.

Application of Western 011 Producers, Inc. for compulsory pooling, Lea County, New Mexico.
Applicant, in the above~styled cause, seeks an order pooling all mineral interests im the Morrow
formation undevlying all of Section 4, Towmship 24 South, Range 35 East, Cianta Roja-Morrow Gas Pool,
to be dedicated to a well to be drilled at a standard location thereon. Also to be considered will
be the cost of drilling and completing said well and the allocation of the cost thereof as well as
actual operating costs ani charges for supervision. &lso to be considered will be the desimtnm
of applicaut as operator of the well and a charge for risk involved in driiTing said well.

Applicumnoftmoﬂicasmtionformmhodumveulmuon, Eddy County, Bew
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location for the
Wolfcamp and Pennsylvanian formations of its State Com Well No. 1, to be located 660 feetr from
the South and Hest lines of Sectiom 18, Township 21 South, Range 26 East, Catclaw Draw Field, Eddy
County, Hew Mexico, all of said Section 18 to be dedicated to the well in the Morrow formation.

Application of Texss 01l & Gas Corporation for compulsory pooling, Eddy County, New Mexico.
Applicant, in the sbove-styled cause, seeks an order pooling zll mineral interests in the Wolfcamp 3
end Perusylvanian formations uaderlying the W/2 of Section 32, Towmship 18 South, Range 27 East,
Eddy County, ew Mexico, to be dedicated to a well to be drilled 710 feet from the North lise and
2330 feet from the West line of said section. Also to be considered will be the cost of drilling
and completing said well and the allocation of the cost thereof as well as actual operating costs
and charges for supervision. Also tc be comsidered will be the designation of applicant as operator !
of the well and a charge for risk involved in drilling said well. N :
Application of Coromado Exploration Corporation for compulsory pooling, Chaves County, New Mexico.
Applicant, in the above-styled camnse, seeks an order pooling all mineral iaterests in the San Aadres
formation underlying each of the following 40-acre tracts: SW/4 SW/4 Section 7; SW/4 Su/4 Sectiom 8;
SU/4 SE/4 Sectiom 18; WW'&s WW/4 Section 19; and NW/A Wi/4 Sectiom 20, all in Township 10 South, o

28 East, Race Track-San Andres Pool, Chaves County, New Mexico. Also -the NE/4 NE/4 Section 28,

“Towmship 10 South, Range 28 Bast, LE Ranch-San Andres Fool, Chaves County, and the SW/4 NE/4é Sectiom

15, Tounship 11 South, Range 28 East, East Cuisum—San Andres Fool, Chaves County. Each of the afore-

‘said &0-acre tracts would comprise a drilling unit to be dedicaced to a well to be drilled st a

standard location thereon. Also to be considerad, with respect to each of the above deseribed drii-
ling vunits and well, will be the cost of drmingandeo-pletingthewelland the allocation of the
cost thereof as well as actual operating costs and charges for supervision; also to be considered
will be the designation of applicant as operator of each well aod a charge for risk involved In
drilling each well.
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Exsminer Nescing - Thursday -~ December 7, 1978

CAST 6401:
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- Claffy add Mesiverde produoction within the wellbore of its Jicarilla 101 Well No. 1 located ia

'ms.rmnm.wum,mmm New Mextco.

Dockat No. 39-78

Application of Southlsand Royalty Company for downbole commingling, Xio Axriba County, Wew Mexico. g D
Applicant, in the abdove-stylad cause, seeks approval for the downhola commingling of Pictured . .

M\ fmmx,mzpzsmm Range & Vest, Ric Arribs County, New Mexico.

mlm:m of Southland Royalty Company for downhole comminglivg, Kilo Arride County, ¥ew Mexico.
Applicant, in the above-styled causs, seeks appruval for the downhole cosmingling of Gallup asd
Dskota: production within the wellbore of icts Jicarillis 101 Well ¥o. 2 located i Unit M of Section
12, Township 26 North, Rangs & Hest, Rio Arribe County, New Mexico.

Application of Consolidated 01 & Gas, Inc. for dounhole commingling, San Jaan County, Mew Mexico.
A"umt in the above-styled cause, seeks approval for the downhole commingling of Basin Dakots
mmmmuzmmuum.ofmo'smwm.xmuam: K of

Application of Sun Production Compsuy for compulsory pooling, noun-standard gas proration umit, amd
asn mmorthodox well location, Les County, New Mexico. Applicant, in the abowe-styled cause, seeks

s ocder pooling ail mineral interests in the Bumont Gas Fool underlying the SE/4 of Sectiom 15,

Township 19 South, Range 36 Esst, Lea County, ¥ew Mexico, to form a mon-standsrd 160-ecre proration
vait to be dedicated to a well to be drilled at an unorthodox location 810 fect from the South line
and 2030 feet from the Esst line of ssid section. iAlso to be considered will be the cost of dril-
liag axd completing said well aad the allocation of the cost thereof as well as actual opevating

costs and charges for supervision. Also to be consideread wili be the dasigmation of applicant =s
oparator of the well gad a charge for risk fovolved in drilling said well.

Application of LaRlue and Muocy for exception to Order No. R-111-A, Eddy County, Bew Mexico.
Applicsat, inm the sabove-styled cause, seeks sn exception to the casing/casting rules for the
Gil-Potash Area as promuligated dy Order Ro. R~11l-A to permit its Faderal FR Well ¥o. 1 located

in Onic T of Section 15, Township 18 South, Range 30 East, Bddy County, Bew Mexico, to be completed
in the following manner: aset surface casieg and circulate cement; eliminste s2lt protectiom string;
and do not circulate cement om production casing.
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LAW OFFriCES
LOSEE & CARSON, PA ‘
A J. LOSEE 300 AMERICAN HOME SLILOING c e AREA CODE BOS
JOLL M.CARBON P.O.DRAWEIR 230 S gy 746-3508
CHAD DICKERASON AQTI.M. NEW MEXICO as210 )

15 November 1978

Mr. Joe D. Ramey, Director . ‘ ;
New Mexico 0Oil Conservation Division 2
P. O. Box 2088

‘Santa Fe, New Mexico 87501

B RAE

s

Dear Mr. Ramey:

Enclosed for filing, please find three copies each of seven
Applications of Coronado Exploration Corp. for compulsory
pooling, in Chaves County, New Mexico.

We ask that these casesbhe set for hearing before an exaniner
and that you furnish us with a docket of said hearings.

Yours truly,

LOSEE, CARSON & DICKERSON, P.A,
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B | ratxon unit who have not agreed to pool their interests.

'»=;~1zr§mutect corrélative rights and to afferd’to the owner of each

Vlgas in said unit, all atneral interests. uhatever they may be,

BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

' IN THE MATTER OF THE APPLICATION OF
CORONADO EXPLORATION CORP. FOR
| COMPULSORY FOOLING, CHAVES COUNTY,

CASE NO. (4 coO
| NEW HBXICO '

48 w4 U3 S0 e%

APPLICATION

COMES NOW CORONADO EXPLORATION CORP., by its attorneys,
| and in support hereof, respectfully states:
| 1. Applicant has the right to drill its J. P. White

éﬂell at a depth of 2,500 feet as an oil well, which is to be

i;Iochtea at an orthodox location in the SW/4 SE/4 of Section 18,
Township 10 South, Range 28 East, N.M.P.M., Chaves County, New
Mexico.

2.. The applicant has dedicated the SW/4 SE/4 of said

B :
section to this well, and there are interest owners in the pro-

3. ‘Applicant shonld be deslgnated ‘the operator of

the well and. the proratlon unit.

Iatetest ln sald unit the opportunlty to recover or receive

mlthout unnecessary expense hls jnst and falr share of the

fra-;the.snrface to a depth of 2,500 feet anderlylng the SW/4 SE/4

' - “4;> To av01d the drllllng of unnecessary wells,
lof said Section 18,_should;be pooled.
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5. ‘That any non—oonsentmg working interest cowner
that does not pay his share of estimated well costs should have
withheld from production his share of the reascnable well costs,
| plus an additional 200% thereof as a reasonable charge for the |

risk involved in the drilling of the well.

6. Applicant should be authorized to wlthhald from
‘t‘t'production the proportimte share of a reasonable supervision
bharge for drilling and producing wells attributable to each
‘non—consenting working interest owner.

'  WHEREFORE, applicant prays that:
| A. This ,applicatlon be set for hearing before an
exaniner andthat ‘notice of sa:i;a nearm;- be given as required
by 1a§.

B. Upon hear:.ng the pivision enter its order pooling 3
all mineral interests, whatever they may be, from the surface
to a depth of 2,500 feet undei;lying the SW/4 SE/4 of said Section

18, Township 10 South, Range 28 East, N.M.P.M., Chaves County, | ;
. New Liexic;o, to form a 40-acre ‘séacing nni£ dedicated"to appli- ’g
cant's weil- M Q;
| C. And for such other relief as may be just in the ’;
?. O. Dr’ 239
Artesia, New neleco 882190
. Attorneyé"'fc_ir‘?&ppitcant- e
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
CORONADO EXPLORATION CORP. FOR
COMPULSORY POOLING, CHAVES conm.
HEW MEXICO

CASE NO. ‘gOO

o e or W ¢

APPLICATION

 COMES NOW CORONADO EXPLORATION CORP., by its attorneys,
amd in support hereof, ‘r,espectfnlly states:

| 1. Applicant has the right to drill its J. P. white
?'A‘ Well at a depth of 2,500 feet as an ocil well, which is to be

‘flocated at an orthcdox 1ocatxon in the NW/4 WW/4 of Section 19,

Township 10 South, Range 28 East, N.M.P.M., Chaves County, New

2. . The applicant has dedicated the NW/4:NW/4 of said

sect:.on to this well, and there are interest mers in the pro—
rat::m mu:t. whohave not agreed to pool uze:u: :mberests. . B
‘ 3. Appllcant should ‘be designated the operator of
‘the we.l and the proratlon nnlt. o
4- h Tomz.dthedrx.lhng of mnecessary wells,;:;w -

to protect mrreiat:ve rzgﬁts and to afford to the ouner of each

,t’m the mfaee :bo a depth of ~2,590 feet unéerlqu the W}’4 ﬂwﬂ

of saidSection 19, should be pooled.
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5. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs,
plus an additional 200% thereof as a reasonable charge for the
risk involved in the drilling of the well,

6. Applicant should be authorized tc withhold from
prbdmction the proportionate share of a r‘easona‘ﬁl‘e supervision
charge for drilling and producing wells attributable to each
non-consenting working interest owner.

WHEREFORE, applicant prays that:

A. This application be set for hearing before an
examiner and that notice of said hearing be given as required
by law. |

B. - Upon fhéaring the Division enter its order pooling

all mineral interests, whatever they may be, from the surface

_to a depth of 2,500 feet underlying the NW/4 NW/4 of said Section
i 19, Township 10 South, Range 28 East, N.M.P.M., Chaves County,

New Mexico, to form a 40-acre spacing unit dedicated to appli-

cant's wéll.

C. 2and for such other relief as may be just in the

CORONADO EXPLORATION CORRy

LOSEE, § .
P.” 0. Drawes” 239 .
Artesia, New Mexico 88210

Attorneys for Applicant
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: BEFORE THE OIL CONSERVATION DIVISION
OF THE STATE OF NEW MEXICO
| IN THE MATTER OF THE APPLICATION OF :
i CORONADO EXPLORATION CORP. FOR : : ;
| COMPULSORY POOLING, CHAVES COUNTY, : CASE NO. Jo o
I NEN MEXICO s
APPLICATION “
COMES NOW CORONADO EXPLORATION CORP., by its attorneys, 7
and in support hereof, respectfully states: |
1. BApplicant has the right to drill its J. P. White '
“B1" Well at a depth of 2,500 feet as an oil well, which is to be
located at an orthodox location in the SW/4 SW/4 of Section 7,
Township 10 South, Range 28 East, N.M.P.M., Chaves County, New }
#Kexico.
2. The applicant has dedicated the SW/4 SW/4 of said
sectlon to this well, and there are interest owners in the pro-
lration unit who have not agreed to pool their mterests.
1 3. Applicant should be ‘designated the operator of
Athe‘ well and the proration unit.
4. To avoid the drilling of unnecessary wells, *’f_
. to protect correlatlve rlghts and to afford to the owner of each %
A mterest in said unit the opportum.ty to recover or recez_ve %
_mthout unnecessary expense h:.s just and fair share of the %
' gas in said mmit, all m.neral interests, whabever they nay be, . *"
fron the surface to a depth of 2, 500 feet underlymg the SW/d SW/4 *
; of said Section 7, should be pooled.
5
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| 5. That any non-coﬁsenting working interest owner
| that does not pay his share of estimated well costs should have
| withheld from pioduction his share of the reasonable well costs,

| plus an additional 200% thereof as a reasonable charge for the

| risk involved in the drilling of the well.

6; Applicant should be authorized to withhold from
| production the proportionate share of a reasonable supervision
charge for drilling and producing wells attributable to each

non-consenting working interest owner.

WHEREFORE, applicant prays that:

A. This application be set for hearing before an
examiner and that notice of said hearing be given as required ,;

by law.

B. Upon hearing the Division enter its order pooling
all mineral interests, whatever they may be, from the surface
to a depth of 2,500 feet underlying the SW/4 SW/4 of said Section

7, Township 10 South, Range 28 East, N.M.P.M., Chaves County,

New Hexico, to form a 40-acre spacing unit dedicated to appli-

cant's well.

i C. And for such other relief as may be just in the é
. i .
H . :

premises.

AL NARD PR 1 O e At < 0 e St < e g e

~ ﬂ~‘; T P. O. Drawer 239 -
Artesia, New Mexico 88210
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Attorneys for Applicant
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
ﬂ CORONADO EXPLORATION CORP. FOR
COMPULSGRY POOLING, CHAVES COUNTY,

WIS MDDV TN
AVASTY & MOSER N W

CASE NO. (Y00

0 [ 1NN L N 1)

COMES NOW CORONADO EXPLORATION CORP., by its attorneys,
and in support hereof, respectfully states:

i 1. Applicant has the right to drill its J. P. White
"Cl" Well at a depth of 2,500 feet as an oil well, which is to be
located at an orthodox location in the SW/4 SW/4 of Section 8,
Township 10 South, Range 28 East, N.M.P.M., Chaves County, New
Mexico.

2. The applicant has dedicated the SW/4 SW/4 of said
section té this well, and there are interest owners in the pro-
ration unit who have not agreed to pool their interests.

3. Applicant should be designated the operator of
the well and the proration unit.

4. To aveid the drilling of unneceésary wells,
to protect correlative rights and to afford to the owner of each

interest in said unit the opportunity to recover or receive

without unnecessary expense his just and fair share of the

‘ﬁgas in said unit, all mineral interests, whatever they may'be,

from the surface to a depth of 2,500 feet undeflying’the SW/4 SW/4

jof said Section 8, should be pooled.

i
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5. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs,

plus an additional 200% thereof as a reasonable charge for the

" R TR L LS I LRt
peot S R A : :

_risk involved in the drilling of the well.
E 6. Applicant should be authorized to withhold from
production the proportionate share of a reasonable supervision
charge for drilling and producing weilé attributable to each
non-consenting working interest owner.

WHEREFORE, applicant prays that:

A. This application be set for hearing before an

! examiper and that notice of said hearing be given as required
‘ | wby iaw.

B. Upon hearing the Division enter its order pooling
all mineral interests, whatever they may be, from the surface : ;
to a depth 6f 2,500 feet underlying the SW/4 SW/4 of said Section

| : 8, Township 10 South, Range 28 East, N.M.P.M., Chaves County,

i f New Mexico, to form a 40-acre spacing unit dedicated to appli-

cant's well.

C. And for such other relief as may be just in the

premises.

[RORTNIY

CORONADO EXPLORATION CORP,

Artesia, New Mexico 88210

Attorneys for Applicant
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BEFORE THE OIL CONRSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
CORONADO EXPLORATION CORP. FOR
COMPULSORY POOLING, CHAVES COUNTY,
NEW MEXICO

CASE NG. O

0w e sy de e

APPLICATION

COMES NOW CORONADO EXPLORATION CORP., by its attorneys,
and in support hereof, respectfully states:

1. Applicant has the right to drill its J. P. White
*D1l" Well at a depth of 2,500 feet as an o0il well, which is to be
located at an orthodox locatior in the WW/4 NwW/4 of Section 20,
Township 10 Scuth, Range 28 East, N.M.P.M., Chaves County, New
‘Mexico.

2. The applicant has dedicated the NW/4 NW/4 of said
section to this well, and there are interest owners in the pro-
raticn unit who have not agreed to pool their interests.

3. Applicant should be designatedlthe operator of
the well and the proration unit.

4, VTo avoid the drilling of unnecessary wells,
to protect correlative rights and to’afford to the owner of each
iﬂterest in said unit the opportunity to recover or‘;eceive
without unnecessary expense his just and fair share of the
gas in said unit, all mineral interests, whatever they may.be,
from the surface ﬁo'a depth of 2,500 feet underlying the NW/4VNW);

of said Section 20, should be pooled.
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5. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs,
plus an additional 200% thereof’as a reasonable charge for the
risk involved in the drilling of the well.

6. Applicant should be authorized to withhold from
production the proportionate share of a reasonable supervision
charge for drilling and producing wells attributable to each
non-consenting working interest owner.

WHEREFORE, applicant prays that:

A. This application be set for hearing before an
examiner and that notice of said hearing be given as réquired
by law.

B. Upon hearing the Division enter its order pooling
ali mineral interests, whatever they may be, from the surface
to a depth of 2,500 feet underlying the NW/4 NW/4 of said Section
20,‘wanshipv10 South, Range 28 East,.N.H.P,H., Chéves County,
New Mexico, to form a.40—acre spaéing unit dedicated to appli-
cant's well.

C. And for such other relief as may be just in the

premises.

Artesia, New Mexico 88210

Attorneys for Applicant
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BEFORE THE OlL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

CORONADO EXPLORATION CORP. FOR
PCOHEULSORY POOLING, CHAVES COUNTY,
NEW MEXICO

CASE NO. bW 0O

FTORE T T I T e 1]

APPLICATION

COMES NOW CORONADO EXPLORATION CORP., by its attorneys,
and in sqpport hereof, respectfully states:

1. Applicant has the right to drill its J. P. white
*gl” Well at 2 depth of 2,500 feet as an oil well, which is to be
located at an orthodox locatzon in the NE/4 NE}4 of Secticn 28,
Township 10 South, Range 28 East, N.M.P. M., Chaves County, New
Mexico.

2. The applicant has dedicated the NE/4 NE/4 of said
section to this well, and there are interest owners in the pro-
ration unit who have not agreed to pool thelr lnterests.

3. Applicant should be des;gnated the operator of
the well and the proration unit.
4. To avoid the drilling of unnecess'ary wells,

to protect correlative rlghts and to afford to the owner of each

| interest in said unit the opportunity to recover or receive

w1thout unnecesqary expense his just and fair shate of the

dgas 1n sald unxt, all mzneral 1nter=sts, vhatever they may be,

 from the surface to a depth of 2,500 feet underlylng the NE/A RE/4

of said Section 28, should be pooled.
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§ charge for drilling and producing wells attributabie to each

:»nnn-coﬁsenting working interest owner.

; examiner and that notice of said hearing be given as required

dént’s well.

;pren;ses.

5. That any non?consenting working interest owner
that does not pay his share of estimated well costs should havé
withheld from production his share of the reasonable well costs,
Plus an additional 200% thereof as a reasonable charge for theA
risk involved in the driiling of the well.

6. Applicant should be authorized to withhold from

production therproportionate share of a reasonable sunervigion

SR o e © s

WHEREFORE, appliéan; prays that:

A. This application be set for hearing before an

B. Upon hearing the Division enter its order paoling
all mineral interests, whatever they may be, from the surface
to a depth of 2,500 feet underlying the NE/4 NE/4 of said Section
23;, Township 10 South, Range 28 East, N.M.P.M., Chaves County,

New Mexico, to form a 40-acre spacing unit dedicatedyto appli-

C. ‘And for such other relief asz may be just in the

-

CORORADO EXPLORATION CORP.

Atﬁorneys for Applicant

! J e
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXTCO

| IN THE MATTER OF THE APPLICATION OF
CORONADO EXPLORATION CORP. FOR

| COMPULSORY POOLING, CHAVES COUNTY,
mm:co '

casE wo. _ 6900

% 48 0 WV o

APPLICATION

COMES NOW. CORONADO EXPIbRATION CORP., by -its' 'attorneys,,
l and in support hereof, respectfully states:

. 1. Appllcant has the right to drill its J. P. white
"Fi" Well at a depth of 2,500 feet as an oil well, which is to be
located at an orthodox location in the SW/4 NE/4 of Sectiom 15,

{ Township 11 South, Range 28 East, N.M.P.M., Chaves County, New

Mexico.
2. - The app}.icant has dedicated the SW/4 NE/4 of said
 section to 'tliis‘we‘}l.l, and there aré intefest owners in the p:__:'o-
r‘ati.on: unit who have not agreéd io pool their :ihterest:s. |
f 3. nApplicant should be designated the operator of
, the well .and the proration anit.

4. 'Bo a;v01d the drlllmg of unnecessary wells,

to protect corre].at:l.ve rlghts a.nd to afford to the owner of each . -

interest in sa1d mu.t the opporl:um.ty to reccver or recelve :
- without mnecessaryexpensehls ]ustandfaz.rshareofthe

‘gasmsalﬁmt, allnneral mterests,whateverthegnaybe,w

\-zzﬁneathesnriacetoadepthof 25M£wtunée§1ylugtbesw/4 NE/4

of sa:.d Section 15, should be pooled
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5. That any non-consenting working interest owner

-thgi does not pay his share of estimated well costs should have
Puithhe;d from producticn his share of the reasonable well cbsts,
 91ﬁs an additional 200% thereof as a reasonable charge for the
firisk involved in the drilling of the well.

A 6. Applicant should be authorized to withhold from
fptodnction the proportxonate share of a reasonable supervision
icharge for drilling and produc1nq wells attributable to each
inon—consenﬁing working interest oﬁner.

| RHERBFORE, applicant piays that:

A. This application be set for hearing befote an
xiner and that notice of said hearing be yiven as required
by law.

B. Upon hearing the Division enter its order pooling
all mineral interests, whatever=they may be, from the surface

to a depth of 2, 500 feet underlylng the SW/4 NE/4 of said Section

15, z'msh:m 11 south, Range 28 East, N.M.P.M., Chaves County,
-New‘ﬂexlco, to form a 40-acre spacing unit dedlcated to appli-
s

;cant's well.

€. And for such other relief as may be just in the

Attorneys for Applicant
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P —— DRAFT i S5UATE UF NEW MEXLCU
| = ‘ ENERGY AND Mil“RALS DMPARTMENT

b

dr/ OIL CUKBEFVAHTION DIVISION

T
$5

5 : | IN THE MATTER OF THE HEARING
. « CALLED BY THE OIL CONSFRVATION

TN L e
e T

\, /|| DIVISION FOR THE PURPOSE OF
Q N CONSIDERING:

CASE NO, 6400

Order No. R~ 5§%5 _
APPLICATION OF CORONADO EXPLORATION i

CORPORATION FOR COMPULSORY POOLING,

CHAVES COUNTY, NEW MEXICO.
(O |
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§ _ORDER OF THE DIVISION

é BY THE DIVISION:

f This cause came on for hearing at 9 a.m. on December 7 I

g 19__1‘1, at Santa Fe, New Mexico, before Examiner Richard L. bta_mé% “ = ‘“

|
NOW, on this day of December e 1978 , the Division

Director, having considered the testirmony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,
. FINDS:
(1) That due public notice having been given as required by
law, the Division has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Coronado Exploration Corporation

seeks an order pooling all mineral interests in the San Andres

: formation ) underlying ttoe each of the following
- _ il TA0-acre tracts: ‘ :

TS PR TRIEHER .. SR

SW/4 SW/4 of Section 7; SW/4 SW/4 of Section 8;

SES SNTI

SW/4 SE/4 of Section 18; NW/4 MW/4 of Section 19; (
and NW/4 NW/4 of Sectlon 20, all in Townsh:.p 10 1

South, Range 28 East, Race Track-San Andres Pool,

Chaves County, New Mexicoy < B R

- <

ks the  NE/4 NE/4 of Section 28, Township 10

- ' South, Range 28 East, LE Ranch-San Andres Pool,

- *{wg-ﬁﬁgaﬁiw;ﬁ‘ww"r'

Chaves County; and the SW/4 NE/4 of Section 15,

"{V" - Township 11 South, Range 28 East, East Chisum-San

Andres Pool, Chaves County.
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% (3) That the appllcanL has the rlcht to drill and proposes

i to drill a wella /a A ca o-. 21_., e,q,c./ o/’ se. d
z Y0 ~acre  Fracviy

§ (4) That there are interest owners 1nathe propcsed proration

SOOI
=3

unitgwho have not agreed to pcol their interests.

(5) That to avoigd the drilling of unnecessary wells, to
protect corielafive rights, and to afford to the cwner of each
1nterest€:;ﬁg;1d units the opportunity to recover or receive
% without unnecessary expense his just and fair share of the 3&4

in said poolS, the subject application should be approved by

Pooling all mineral interests, whatever theg may be, within saig

unitsg,

{6) That the applicant should be designated the operator

of the subject wells and units. . o,
hﬂ.’d SQ;J GV

(7) That any non-consenting working interest ownergshould

m—————
L ——

be afforded the Opportunity to pay his share of estimated well
Qbbb dable Jo st 12T 4

ccstspto the operator in lieu of paying his share of reasonable

well costs out of production.

(8) fThat any non-consenting working interest owner that

6 b

does ot Pay his share of estimated well costs should have
f’»‘.“& *ﬂ Such u'll“

withheld from productionphis share of the reasonable well costs

A Ry

Plus an additional Zoqfknngfr thereof as a reasonable charge for th

W

-

% risk involved in the drilling of the well.
(9} That any nhon-consenting interest owner should be
afforded the bpportunity to object to the actual well costs but

that actual well costs should be adopted as the reasonable well

costs in the absence of such Objection..
(10) That following aeternlratlon of reasonab‘e well costs,j

any ncn- conseﬂtlng work;ng interest owner that has paiqg hls f%

share of estlvated costs shouid pay to the operator any amount
that reasonable well costs exceed estimated well costs and
should receive from the operathr any amount that Faid estimated

well costs exceed reasonable uell costs,

P,
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st bt ot bl e 42 =

o Lor cack 'J.sw'lvﬂ”-':

able chargegfor supervision (combined fixed rates that the

l o1 bube ble Yo sSach we/l
operator should be authorized to withhold from productiongthe
proportionate share of such supervision chargegattributable to
each ncia-consenting werking interest, and in addition therxeto,

Swcé
! the operator should be authorized to withhold fromjproduction

the proportionate share of actual expendiiures required for
loperating the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

{12) That all proceeds from production frgﬁglge sukject
welldwhich are not disbursed for any reason should be placed
in escrow to be paid to the true owner thercsof upon demand and
proqf of ownership.

(13) That upon the failure of the operato;‘g%}gaid pooled
units to commence drilling of the well to which said unit is

dedicated on or before 4%& /, 127 % .+ the order

pooling said unit should become null and void and of no effect

i

whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,

in the San Andres

lof the following 40-acre tractse s hercdy froeled He A
Stendard oi/ pacry awd proratoon tnifs § : :

SW/4 SW/4 of Scction 7; SW/4 SW/4 of Section 8; s
SW/4 SE/4 of Section 18; NW/4 NH/4 of Section 19;

and NW/4 zéw/4 of Section 20, all in TSownship. 10

South, Range 28 East, Race Track-San Andres Pool,

[}

Chaves‘County, New Mexico,

&#dwe tne NE/4 NE/4 of Section 28, Township 10
» South; Rahge 28 East, LE Ranch-San Andres Pool,

Chaves County}.and the SW/4 NE/4 of Section 15,
—

/”——paownship 11 South, Range 28 East, East Chisum-San

~ Z'v’ll/ | ; |
f? Andres Pool, Chaves County. E;d%;

id 40-acfe tractswould prise QA’V//
be dedjcat /to'ZZyéfi/;zzzg/?s

Eaeliof the afox
a qifiing
: /

d¥illed at a standard location thereon.

it

(11) That : pax-merrth shculd be fixed as #» reason-

formation underlying timx each

ot PO
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PROVIDED FUR“PER, that qhouldﬁpe&é wellsnot ke drilled to

" conpletion, or abandonment, within 120 days after commencerent

thereof, said cperator shall appear before the Division Director a
Qs P Sach Wwell
show cause why Order (1) of this order should not be rescindedp

(2) Thathronado Exploration Corpora/t.'é"ismhe,.e Ly designated

the operator of the subject &ellsand unityg .

(3} That after the effective date of this order and within
90 days prior to commencihgnsaid-wells ths operator shall furnish
the Division and each known working interest owner in the subject
unit an itemized schedule of estimated well costs.

(4) That within ﬁg’days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro-
vided above shall xemain liable for operating costs but shall
not be liable for risk charges,

{5) That the operator shall furnish the vaxs*on and each

o f‘ceqavafafi Gw:
known worxlng interest ‘\wnerAan 1tem:z:ed sﬁ{xizl‘e of. :f‘ii:‘uf}' ;vell
costs within 90 days following completion of thedvedl; that 15;
no objection to the actual well costs is received py the bivision

and the Division has not objected within 45 days following receipt

of said schedule, the actual well costs shall be the reasonable
, _ _ . ;

well cests; provided however, that if there is an objection to

aétual well costs within said 45-day period the Division will

! determine reasonable well cosﬁs after. public notice and hearing.

(6) That within 60 days following determination of reason-

able well cecsts, any ncn—consenting working interest owner that

has paid his share of estimated costs in advance as provided

nd
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above shall pay to thé cperator his pro rata share of the amount
| that reasonable well costs exceed estimated well costs and shall
r receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

(7) That the operator is hereby authorized to withhold
" the follow:mg costs and&‘c%::ge“grom production &lhﬂw‘ b"““"‘* :

{(a) The pro rata share of reasonable well costs

& attributable to each non-consenting working
| interest owner who has not paid his share of

estimated well costs within 30 days from the

date the schedule of estimated well costs is =
furnished to him.

{B) As a charge for the risk involved in the

drilling of the well,'gaﬂfgggfbf the pro rata
u ‘ o share of reasonable well costs attributablev
to each non-consenting working ipterest»
owner who has aot paid his share‘of estimated
well costs within ‘ﬁfhays from the date the

schedule of estimated well costs is furnished

‘ to him.-
; (8) That the operator shall distribute said costs and

charges withheld from production to the partles who advanced i

o Yewi e o, )
the well costs. l”g‘;:; 1;;’ ﬁ,,,,,..,zr( 1’34.1 pnoiu.uy e
- {(9) That « ﬁ;r~qm&nﬁh—*s.hereby fixed as # reasonablng

—-

Kor each of se’d waells,
cbargesFor superv1sxon (comblned fixed rates)/\fhat the operator

oo Mg AN

i

is hereby authorized to,wi;hhol& from productlon the proportionate

share of such supervision charge attrlbutable to each non-

consenting working interest,’and in additiqn‘thereto;’the operator}

» A A ey AR

is hereby authorized to withhold from production théwprgbortionate“

e‘e‘ 0
-share of actual expenditures required for operatingpsuch well§, 5

e — ———

not in excess of what are reasonable, attributable to each non-

consenting working interest. ; z
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(10) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs and charges ¥
under the terms of this order.

{11) That any well costs or charges which are to be paid

e SR

out 6f production shall be withheld only from the working
interests sharé of production, ana no costs or charges shall
be withheld from preduction attributable to royalty interests.

. (-} :
{12) That all proceeds ifrom production fromptne subject S 3

wellswhich are not disbursed for any reason shall immediately

be placed in escrow in Chaves County, New Mexico, to be

,fgpaid‘to the true owner thereof upon demand and proof of ownership; %
that the operator shall notify the Division of the name and -
address of said escrow agent within 30 days from the date of
first dep05i£ with said escrow ageni; ' | ' %
| (13) That jurisdicﬁion of this cause is retainéd for the
entry of such further orders as the Division may deem necessary.
DONE at Santa Fe, New Mexico, on the day and year herein-

above designated. o :
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