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iJArt JUAN BASIN LAND SERVICES 
PO BOX 243S 
DURANGO CO 81302 
(970) 259-5242 

I D 5 0 5 3 2 B 9 7 8 1 i>;u;i: 

PoBpect: Arch Rock 

OWNERSHIP REPORT 

T 

Tr 3, RR ROW 
T31N,R1QWr NMPM 
Sec 8: Nl, N^SWi, SŴ SWi 
Containing 440 acres, more or less 
San Juan County, NM 
Unless otherwise indicated, below the Mesaverde Formation 

This ownership was compiled from a cursory check of the tract index 
at Guardian Abstract & T i t l e Company in Farmington NM from patent 
to 3-31-95 (the date of l a s t posting of this index) and the Grantor 
Grantee index of the San Juan County Clerk and Recorder in Aztec 
NM 3-31-95 to 5-12-96. This ownership report i s limited to the 
information reviewed in these records. 

JR: BROKER: " C^™f) . 
Terry A. £loores 

TRACT! 

1 -

WORKING INTEREST OWNER 

Amoco Production Company 
PO Box 600 

NŴ NEi & Denver CO 80201 
1 acre in 
E4SWNE Meridian Oil Inc. 

2919 Allen Parkway, #900 
41 ac Houston Tx 77019 

DATE: 5-12-96 

%INT 

85.00% 

15.00% 

NET REV INT 

.875 X .85 
- .74375 NRI 

.875 X ,15 
* .13125 NRI 

Fee Leases: 

1 ac in E^SwiNEi: 
B210 P105-Sprott 
LOR 12.5% 

NŴ NEi less RR ROW: 
B186 P149-McEwen 
LOR 12.5% 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

~P EXHIBIT NO. 

CASE NO. 

RR ROW i n NW^NEi: 
B205 P47-Den & Rio G RR Co 
LOR 12.5% 

2. NE|NW*, SW4;SWt, SiNŴ NWi West of River 
(a) A l l that part of the SE*NWi and NE±SW* lying East of the 

RR ROW and desc as follows: Beg at a point where the E line 
of SÊ NŴ  crosses a certain sand arroya, thence Westerly 
along center of said arroya to the intersection of the RR 
ROW, thence in a Southerly direction along the East line of 
RR ROW to the intersection of the South line of NE^SWi, or 
the North line of the ROW of a public road running along 
the South line of the NEiSW|, thence E along said line to 
a point where the public road turns to a NEasterly course, 
thence along the North line of said public road to a point 
of'intersection with the E line of NEiSWi, thence N along 



JUN-03-37 13 00 FROM: MERIDIAN O I L ID 50532B97B1 I > A i ; I 

WALTER S. PARKS, CPL 
SAN JUAN BASIN LAND SERVICES 
PO BOX 2435 OWNERSHIP REPORT 
DURANGO CO 81302 Page 2 of 4 
(970) 259-5242 

T31N,R10W, NMPM 
Sec 8: N i , NiSW}, SW^SWi CONT 

( t r a c t 2 cont) 
the E l i n e of the NE|SW± and SE^NW± to the po i n t of beg. 

(b) Beg at the NW corner of SÊ NŴ -, thence E along the N l i n e 
of s a i d f o r t y 576i f e e t t o a p o i n t , thence i n a Southerly 
d i r e c t i o n p a r a l l e l w i t h the w l i n e of RR ROW 300 feet to a 
p o i n t , thence W t o the W l i n e of said f o r t y thonce N along 
W l i n e of said f o r t y 300 f e e t t o p o i n t of beginning. 
A l l t h a t p a r t of SŴ NŴ  l y i n g N of the sand arroya and E of 
the Animas River. 
A l l t h a t p a r t of Ŝ NŴ NWi East of Animas River 

(c) A l l t h a t part of SW$NW£ West of the Animas River. 
Less the RR ROW as i t crosses the E£NW}, NE^SW}, Swisw£ (9.3 
ac) Containing 155.2 acres, more or less 

Amoco Production Company 74.375% 
PO Box 800 
Denver CO 80201 

.74375 X .675 
= .65078125 
NRI 

Cross Timbers O i l Company, 13.125% .13125 X .875 
L.P. = .1148437 
810 Houston St, #2000 NRI 
Fort Worth TX 76102 

Lee Wayne Moore and JoAnn 6.25% .875 X .0625 
Montgomery Moore, Trustees = .0546875 
Midland TX NRI 

George W i l l i a m Umbach 3.125% .875 X .03125 
Las Vegas NV =.02734375 

NRI 

Robert Warren Umbach 3.125% .875 x .03125 
Farmington NM ^ .02734375 

NRI 
Fee Leases: 
NE^NWi 
B186 P149-McEwen 
LOR 12.5% 

Tract (c) and Ŝ NŴ NWi West of River: 
B172 P346 c o r r B210 P61-Brandenburg, 0. 
B172 P348 c o r r B210 P60-Brandenburg, C. 
Both above 12.5% LOR 

Tract ( a ) : 
B175 P265-Welk 
B175 P267-Boyd 
B175 P304-Whitley 
B182 P39-Shryrock 
a l l 4 above 12.5% LOR 

Tract ( b ) : 
B172 P354-Smith 
LOR 12.5% 

SWiSW£: 
B172 P340-Brown 
B172 P361-Boyd 
B172 P365-Hottell 
a l l 3 above 12.5% LOR 
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WALTER PARitS7 GPL, 
SAN JUAN BASIN LAND SERVICES 
PO BOX 2435 
DURANGO CO 81302 
(970) 259-5242 

T31N,R10W, NMPM 
Sec 8; Ni, NiSWi, SŴ SWi CONT 

3. RR ROW as it crosses EiNW^, NEjSW£, SW^SWi 9.3 ac m/1 

Amoco Production Company 74.375 .875 X ,74375 
PO Box 800 = .6507812 NRI 
Denver CO 80201 

OWNERSHIP REPORT 
Page 3 of 4 

Cross Timbers O i l Company, 
L.P. 
810 Houston St, #2000 
Fort Worth TX 76102 

Lee Wayne Moore and JoAnn 
Montgomery Moore, Trustees 
Midland TX 

George William Umbach 
Las Vegas NV 

Robert Warren Umbach 
Farmington NM 

Fee Leases: 
RR ROW i n SWiSW^: 
B197 P5-Den & Rio G W RR Co 
LOR 12.5% 

RR ROW i n EiNWi, NEiSW^: 
B205 P47-Den & Rio G W RR Co 
LOR 12.5% 

13.125% .875 X .13125 
= .1148437 
NRI 

6.25% .875 X .0625 
= .0546875 
NRI 

3.125% .875 X .03125 
= .02734375 
NRI 

3.125% .875 X .03125 
= .02734375 
NRI 

4. N^SWi, SiNWi less tr a c t s 2(a), ( b ) , (c) above. 
Containing 95.5 acres, more or less 

Amoco Production Company 100.00% .875 X 1.0 
PO BOX 800 = .875 NRI 
Denver CO 80201 

Fee Lease: 
B135 P129-Pierce, T. 
LOR 12.5% 

B224 P19-Pierce, L. 
LOR 12.5% 

5. Amoco Production Company 50.00% .50 x .665 
NiNW^NWi, PO Box 800 - .3 325NRI 
WiSW^NEi, Denver CO 80201 
40 ac 
below Conoco, I n c . 50.00% .50 X .66 5 
Dakota PO Box 1267 = .3325NRI 

Ponca C i t y OK 

ree Leases: 
NiNW^NW^: 
B125 P52-Carruthers 
LOR 12.5% 

B192 P27-Sprott 
LOR 12.5% 
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WALTER S. PARKS, CPL 
SAN JUAN BASIN LAND SERVICES 
PO BOX 2435 OWNERSHIP REPORT 
DURANGO CO 81302 Page 4 of 4 
(970) 259-5242 

T31N,R10W, NMPM 
Sec 8: Ni, NiSWi, SW±SWi CONT 

Overriding Royalty: 
A l l below burden both leases above: 

B126 P568 

Moore to Mudge o i l , res 2.5% 

B146 P633 
Mudge to Delhi, res 15% gas, 20% o i l to revert to Wl i f 
prod f a l l s below 500,000cf gas or 15 bbls o i l per day. 
This ORR i s to take effect a f t e r payout. 
B587 P2 
Delhi to Tenn. and Conoco, res 5% of net (3.5%) 

6. Amoco Production Company 77.91729% .7791729 X 
EiNEj, PO Box 800 .875 = 
EiSWNE . Denver CO 80201 .6817762 NRI 
less 
1 ac Meridian O i l Inc. 13.75011% .1375011 X 
99 ac 2919 Allen Parkway, #900 .875 * 

Houston TX 77019 ,1203134 NRI 

Lee Wayne Moore and JoAnn 4.1663% .875 x .041663 
Montgomery Moore, Tustees * .0364551 
Midland TX NRI 

George William Umbach 2.08315% .875 X .0208315 
Las Vegas NV = .0182275 

NRI 

Robert Warren Umbach 2.08315% .875 X .0208315 
Farmington NM =» .0182275 

NRI 

Fee Lease: 
B200 P75-Marcotte 
LOR 12.5% 



BURLINGTON 
RESOURCES 
SAN JUAN DIVISION 

Lee Wayne Moore and 
JoAnn Montgomery Moore 
Trustees of the Moore Loyal Trust, 
U/T/A dated August 20, 1979 
403 N. Marienfield 
Midland, TX 79701 

RE: Acreage Support Proposal 
Deep Penn Test 
T31N, R10W 
T31N, R11W 
Arch Rock Prospect 
San Juan County, New Mexico 

Gentlemen: 

Burlington Resources Oil & Gas Company (Burlington) is in need of your acreage 
support for a high risk 14,000' Penn test. Mr. Lee Wayne Moore, you acquired your 
interest in the subject lands in 1955. The Deep Penn was never contemplated in 1955, 
especially with the possibility of encountering H2S and other environmental liabilities. 
We strongly recommend that you consider a Farmout of the interest as a prudent 
business decision and limit the Trust's liability. I f our efforts bear success then the 
interest will bring in new revenues to help replace the old production on the subject 
lands. We solicit your cooperation to allow Burlington to take the risk. Please find 
enclosed a Farmout Proposal covering your acreage in the subject project. Burlington 
would also like to offer the following alternatives to a farmout for your consideration: 

1. ) Purchase all your non-productive leasehold rights owned and set forth on the 
attached Exhibit "A" to the farmout letter. The terms offerd are $100.00 per 
net acre plus a 5% overriding Royalty ( but in no event delivering less than 
an 80% Net Revenue Interest Lease) proportionality reduced. The depths 
covered by an assignment shall include all your rights below the base of the 
Mesaverde formation. The bonus consideration for your acreage is 
$14,927.00 (149.27 Net Acres). 

2. ) Participate with your interest in the drilling and completion of a 14,000' 
Penn Test with an estimated cost of $2,316,973.00 (see attached letter with 
AFE and JOA). The well will be covered by a mutually acceptable AAPL 
Model Form 610-1982 Operating Agreement with a 400% non-consent 
penalty and no Preferential Right to Purchase Provision. The JOA shall 
cover a 640 acre drill block section. 

April 22, 199^ BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

EXHIBIT NO, 

CASE NQ. 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700. Fax 505-326-9833 



Moore Loyal Trust 
April 22, 1997 
Page 2 

Burlington is hopeful that you wi l l f ind one of the above offers including the farmout 
proposal to your satisfaction. As always time is of the essence on putting together this 
type of prospect. Please respond with your election to one of our proposals within thirty 
(30) days of your receipt or sooner i f possible. 

We look forward to hearing from you soon and please don't hesitate to call me at (505) 
326-9756 i f you should have any questions. 

Participate for the Moore Loyal Trust proportionate share of a 
deep test well located in Section 8, T31N-R10W. Please see the 
attached AFE and Operating Agreement. 

Sell the Moore Loyal Trust interest in the referenced leases below 
the base of the Mesaverde formation to Burlington Resources for 
$100.00 per net acre retaining a 5% overriding royalty interest, 
proportionately reduced. 

Farmout the Moore Loyal Trust interest in t he prospect as 
outlined on the attached Farmout letter. 

Yours very truly, 

James R.J. Strickler 
Senior Staff Landman 

JES/ll 
farm_mor 

AGREED TO AND ACCEPTED THIS DAY OF ., 1997. 

LEE WAYNE MOORE AND JOANN MONTGOMERY MOORE, 
TRUSTEES OF THE MOORE LOYAL TRUST, U/T/A dated 
August 20, 1979 

By: 

Name: Lee Wayne Moore. Trustee 

By: 

Name: JoAnn Montgomery Moore, Trustee 



BURLINGTON 
RESOURCES 
SAN JUAN DIVISION 

April 22, 1997 

Lee Wayne Moore and 
JoAnn Montgomery Moore 
Trustees of the Moore Loyal Trust, 
U/T/A dated August 20, 1979 
403 N. Marienfield 
Midland, TX 79701 

RE: Acreage Support Proposal 
Deep Penn Test 
T31N, R10W 
T31N,R11W 
Arch Rock Prospect 
San Juan County, New Mexico 

Gentlemen: 

Burlington Resources Oil & Gas Company (Burlington) is in need of your acreage 
support for a high risk 14,000' Penn test. Mr. Lee Wayne Moore, you acquired your 
interest in the subject lands in 1955. The Deep Penn was never contemplated in 1955, 
especially with the possibility of encountering H2S and other environmental liabilities. 
We strongly recommend that you consider a Farmout of the interest as a prudent 
business decision and limit the Trust's liability. I f our efforts bear success then the 
interest will bring in new revenues to help replace the old production on the subject 
lands. We solicit your cooperation to allow Burlington to take the risk. Please find 
enclosed a Farmout Proposal covering your acreage in the subject project. Burlington 
would also like to offer the following alternatives to a farmout for your consideration: 

1. ) Purchase all your non-productive leasehold rights owned and set forth on the 
attached Exhibit "A" to the farmout letter. The terms offerd are $100.00 per 
net acre plus a 5% overriding Royalty (but in no event delivering less than 
an 80% Net Revenue Interest Lease) proportionality reduced. The depths 
covered by an assignment shall include all your rights below the base of the 
Mesaverde formation. The bonus consideration for your acreage is 
$14,927.00 (149.27 Net Acres). 

2. ) Participate with your interest in the drilling and completion of a 14,000' 
Penn Test with an estimated cost of $2,316,973.00 (see attached letter with 
AFE and JOA). The well will be covered by a mutually acceptable AAPL 
Model Form 610-1982 Operating Agreement with a 400% non-consent 
penalty and no Preferential Right to Purchase Provision. The JOA shall 
cover a 640 acre drill block section. 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700. Fax 505-326-9833 



Moore Loyal Trust 
April 22, 1997 
Page 2 

Burlington is hopeful that you wi l l f ind one of the above offers including the farmout 
proposal to your satisfaction. As always time is of the essence on putting together this 
type of prospect. Please respond with your election to one of our proposals within thirty 
(30) days of your receipt or sooner i f possible. 

We look forward to hearing from you soon and please don't hesitate to call me at (505) 
326-9756 i f you should have any questions. 

Yours very truly, 

James R.J. Strickler 
Senior Staff Landman 

JRS/ll 
farm_mor 

Participate for the Moore Loyal Trust proportionate share of a 
deep test well located in Section 8, T31N-R10W. Please see the 
attached AFE and Operating Agreement. 

Sell the Moore Loyal Trust interest in the referenced leases below 
the base of the Mesaverde formation to Burlington Resources for 
$100.00 per net acre retaining a 5% overriding royalty interest, 
proportionately reduced. 

Farmout the Moore Loyal Trust interest in t he prospect as 
outlined on the attached Farmout letter. 

AGREED TO AND ACCEPTED THIS DAY OF , 1997. 

LEE WAYNE MOORE AND JOANN MONTGOMERY MOORE, 
TRUSTEES OF THE MOORE LOYAL TRUST, U/T/A dated 
August 20,1979 

By: 

Name: Lee Wayne Moore. Trustee ' 

By: 

Name: JoAnn Montgomery Moore, Trustee 



BURLINGTON 
RESOURCES 
SAN JUAN DIVISION 

Lee Wayne Moore and 
JoAnn Montgomery Moore 
Trustees of the Moore Loyal Trust, 
U/T/A dated August 20, 1979 
403 N. Marienfield 
Midland, TX 79701 

RE: Farmout Letter of Intent 
Sections 3-10,15-18: T31N, R10W 
Sections 1,2,3,10,11,12,13,14,15,& 23, T31N, R11W 
Arch Rock Prospect 
San Juan County, New Mexico 

Gentlemen: 

Burlington Resources Oil & Gas Company (hereinafter referred to as "Burlington") hereby 

requests that you grant an Farmout Agreement of the interest of the Moore Loyal Trust listed 

on Exhibit "A" (collectively referred to as "Farmor"), in Sections 3-10, 15-18: T31N, R10W and 

Sections 1,2,3,10,11,12,13,14,15 & 23: T31N, R11W, San Juan County, New Mexico, insofar as 

Farmor's interest covers undeveloped depths below the base of the Mesaverde formation 

(hereinafter referred to as the 'Farmout Lands"), on the following terms and conditions: 

1) On or before January 1, 1998, Burlington will have the right to commence drilling of 

an Initial Test Well at a legal location in Section 8, T31N, R10W, San Juan County, 

New Mexico, and drill said Initial Test Well with due diligence to a depth of 14,000', 

or a depth sufficient to penetrate and test the Pennsylvanian formation, whichever is 

the lesser depth. Please see the attached Exhibit "A" identifying Farmor's leasehold 

acreage and ownership in the farmout lands. 

2) If the Initial Test Well is completed in the Farmout Lands as a commercial producer of 

oil and/or gas, Burlington will earn an assignment of 100% of Farmor's interest, if any, 

within the production unit established for the Initial Test Well, reserving to Farmor 

an overriding royalty equal to 5% of 8/8 on any lease (but in no event delivering less 

than an 80% net revenue interest), of all oil, gas and other minerals allocated to 

production from the farmout lease, proportionately reduced. 

^ 7 BEFORE EXAMINER CATANACH 
OIL CONSERVATION DIVISION 

EXHIBIT NO. 

CASE NQ 
. 11808 <M 180*7 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833 



Moore Loyal Trust 
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At payout of said Initial Test Well, Farmor shall have the option to convert the 

reserved overriding royalty to a 25% working interest proportionately reduced. 

Burlington shall notify Farmor by mail when payout of the earning well occurs, and 

Farmor shall have 30 days from receipt of such notice to elect to convert its Overriding 

Royalty Interest into a Working Interest herein provided or retain its Overriding 

Royalty Interest. 

3) In the event the Initial Test Well is drilled in a timely manner set out above, 

Burlington will earn the right to drill an Option Well at another location within the 

Farmout Lands, or acreage pooled therewith, within 365 days from the date of drilling 

rig release on the Initial Test Well, and earn an assignment of Farmor's interest in the 

Option Well's production unit under the same terms and conditions as for the Initial 

Test Well. There is a possibility of H2S gas which necessitates the building of a 

treatment plant and appropriate infrastructure to produce a sour Pennsylvanian well. 

The Option Well to be drilled to the same formation as the Initial Test Well. 

Burlington is contemplating 640 acre spacing with 1200' set backs from the sections or 

Unit Lines for Pennsylvanian production. 

4) Burlington shall have the right and option to earn the remainder of Farmor's 

leasehold in the Farmout Lands, on a unit by unit basis, under the same terms and 

conditions as the Initial Test Well by allowing not more than 180 days to elapse 

between completion of one Option Well and commencement of another Option Well. 

The 180 day continuous development program shall be extended in the event the BLM 

and NMOCD, other regulatory agency or force majeure delay the timely issue of 

permits necessary to drill on the Farmout Lands. The BLM indicates an 

Environmental Impact Statement (EIS) may be required in the event a successful 

discovery well is drilled and completed. This possibility may delay the approval of the 

permits to drill additional wells on the Farmout lands within the original 180 day time 

frame. 



Moore Loyal Trust 
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5) Burlington agrees to use good field practice and industry standards in the drilling of 

each well. Burlington further agrees to furnish to Farmor the well data as set out in 

Farmor's Well Data Requirement Sheet (limited to data scheduled to be obtained in 

Burlington's drilling and completion program). 

6) Farmor and Burlington agree to enter into a definitive Farmout Agreement that will 

1) describe in more detail the terms and conditions under which Farmor is farming out 

its lands to Burlington, 2) includes as an exhibit an AAPL Model Form 610-1982 

Operating Agreement with a 400% non-consent penalty and no preferential right 

provision. 

7) Failure of Burlington to drill the Initial Test Well will result in a forfeiture of 

Burlington's right to earn an assignment of Farmor's leasehold interest under this 

Agreement. 

8) In the event Burlington is unable to reach the intended formation in any Initial Test 

Well or any Option Well, because further drilling becomes impractical, Burlington may 

commence to drill a substitute well within 90 days and, if completed as a commercial 

producer, earn the rights that would have been earned by the well for which it is a 

substitute. 

9) Burlington may assign part of any, rights and obligations hereunder to Conoco Inc., 

but may not assign part of any such interest to any other party without the consent of 

Farmor. 

All operations shall be conducted at Burlington's sole expense and in a proper and 

workmanlike manner and in accordance with all applicable laws and regulations of the 



Moore Loyal Trust 
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constituted authorities, and Burlington shall defend, indemnify and hold Farmor and its officers, 

directors, agents, employees and invitees harmless from all liability for damage (including 

attorney's fees) to the person (including death) and/or property of all persons arising from 

Burlington's performance or non-performance of operations conducted hereunder. 

If this Farmout Letter of Intent meets with your approval, please execute a copy of same 

and return to the undersigned within thirty (30) days from the date hereof. Please respond 

sooner if at all possible to allow us time to overcome the regulatory and logistical hurdles 

necessary to permit and drill the Initial Test Well. . I f you should have any questions 

concerning our Farmout request, please call me at (505) 326-9756. 

Yours very truly, 

Burlington Resources Oil & Gas Company 

' James R.J. Strickler 
Senior Staff Landman 

JRS/11 
farm_mor.doc 

AGREED TO AND ACCEPTED THIS DAY OF ., 1997. 

L E E WAYNE MOORE AND JOANN MONTGOMERY MOORE, 
TRUSTEES OF THE MOORE LOYAL TRUST, U/T/A dated 
August 20,1979 

By: 

Name: Lee Wayne Moore, Trustee 

By: 

Name: JoAnn Montgomery Moore. Trustee 



EXHIBIT "A" 

Fee Lease Summary 

DESC %INT GR AC NET AC 

T31N, R11W 6.25% 1 ,278 .87 79.929375 
Sec 2 : SW^NWi, NWiSWi 
Sec 3: L o t 1 , SE^NEi 
Sec 12: NE^SEi 
Sec 14 : SE^NEi , NE^SEi 
Sec 2 3 : SE^NEi 
T31N, R10W 
Sec 4 : P t o f L4 and SW^NWi l y i n g 

S o f Animas R i v e r , l e s s : 
( a ) RR ROW 
(b) Beg at pt 431.8 feet N of 1/16th corner stone in SŴ NWi 

of Sec 4, thence N 1220 feet into Animas River, thence 
W along River 180 feet, thence S 1325 feet, thence E 
180 feet to POB. 

(c) Pt of SW±NWi "above" Inca Canal 
5: NW-̂ SEi W of RR ROW, Lot 1 and SE-yNE? N of Animas River, less 

RR ROW 
6: Lot 1, 6,7, S^NEi, NW£SEi 
7: Lots 3,4, S^NEiNEi, SE^NEi, Pt SE^SE? E of River 
8: NÊ NWi, SŴ SWi, Ŝ NŴ -NWi W of Animas River, also: 

(a) Pt of SEiNWi and NEiSWi lying E of RR ROW 
(b) Beg at NW corner of SEiNWi, thence E along N line of 

said 40, 576Jr feet to a pt, thence in a Southerly 
direction parallel with the W line of RR ROW 300 feet 
to a pt, thence W to W line of said 40, thence N along 
W line of said 40, 300 fet to POB. 

(c) Pt of SŴ NWi lying N of Sand Arroya and E of Animas River 
(d) Pt of Ŝ NWiNWi E of Animas River 
(e) Pt of SWiNWi W of Animas River 
(f) RR ROW as i t crosses E^NW±, NEiSWi, SW4;SW£ 

17: S^SEi, NWiNW* less RR ROW 
18: Lot 1, NEiNWi, WiSW^NEi S of Animas River, NEi S & E of River, 

LESS the following: 
(a) Beg at Center of Sec 18, th N on subdiv line 345 feet 

to Animas River, th along River N55degE 389 feet to waste 
ditch of Aztec Ditch, th S80deg15'E along S line of said 
waste ditch 865 feet to Aztec Ditch, th SW along W line 
of Aztec Ditch to W line of Aztec-Durango public road, 
th along w line of said road to pt in S line of NEi of 
Sec 18, th W on subdiv line 735 to POB. 

(b) Tr in NEi: Beg at intersec of Aztec Ditch with Aztec-
Durango hiway, th NE 513 feet along W line of said hiway 
th N 106 feet to E line of Aztec Ditch, th along ditch 
to POB. 

T31N, R10W 3.125% 95.00 2.96875 
Sec 5: Lot 3 Si E of River 
T31N, R11W 
Sec 14: SWiSWi 
Sec 23: NŴ NWi 

T31N, R10W 
Sec 8: E^NEi, E^SWiNEi less 1 ac 4.1663% 139.00 5.791157 
Sec 9: NWiNWi 

T31N, R11W 
Sec 1: NEiSEi 

12: Ŵ SWi 
13: wl, 8.6 a c i n S W i S E i 

6.25Z 448.60 28.0375 

TOTALS 1,961.47 116.726782 



EXHIBIT "A" 

Federal Lease Summary 

LEASE # 

SF-078040-A 

DESC 

T31N, R11W 
Sec. 01: SW/4, W/2 SE/4, SE/4 SE/4 
Sec. 12: E/2 SW/4 

GR AC NET AC 

360.00 22.50 

SF-079269 T31N, R11W 
Sec. 12: NW/4 

160.00 10.00 

TOTALS FOR FEDERAL LEASES 520.00 32.50 

GROSS TOTALS 2,481.47 149.27 

-2-



BURLINGTON 
RESOURCES 

" ™ April 22, 1997 
SAN JUAN DIVISION 

Lee Wayne Moore and \ctf4"^ 
JoAnn Montgomery Moore ekS -̂ »fftiG^0^ 
Trustees of the Moore Loyal Trust, ? 

U/T/A dated August 20, 1979 ^ 
403 N. Marienfield 
Midland, TX 79701 

RE: Farmout Letter of Intent 
Sections 3-10,15-18: T31N, R10W 
Sections 1,2,3,10,11,12,13,14,15,& 23, T31N, R11W 
Arch Rock Prospect 
San Juan County, New Mexico 

Gentlemen: 

Burlington Resources Oil & Gas Company (hereinafter referred to as "Burlington") hereby 

requests that you grant an Farmout Agreement of the interest of the Moore Loyal Trust listed 

on Exhxbit "A" (collectively referred to as "Farmor"), in Sections 3-10, 15-18: T31N, R10W and 

Sections 1,2,3,10,11,12,13,14,15 & 23: T31N, R11W, San Juan County, New Mexico, insofar as 

Farmor's interest covers undeveloped depths below the base of the Mesaverde formation 

(hereinafter referred to as the "Farmout Lands"), on the following terms and conditions: 

1) On or before January 1, 1998, Burlington will have the right to commence drilling of 

an Initial Test Well at a legal location in Section 8, T31N, R10W, San Juan County, 

New Mexico, and drill said Initial Test Well with due diligence to a depth of 14,000', 

or a depth sufficient to penetrate and test the Pennsylvanian formation, whichever is 

the lesser depth. Please see the attached Exhibit "A" identifying Farmor's leasehold 

acreage and ownership in the farmout lands. 

2) If the Initial Test Well is completed in the Farmout Lands as a commercial producer of 

oil and/or gas, Burlington will earn an assignment of 100% of Farmor's interest, if any, 

within the production unit established for the Initial Test Well, reserving to Farmor 

an overriding royalty equal to 5% of 8/8 on any lease (but in no event delivering less 

than an 80% net revenue interest), of all oil, gas and other minerals allocated to 

production from the farmout lease, proportionately reduced. 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833 
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At payout of said Initial Test Well, Farmor shall have the option to convert the 

reserved overriding royalty to a 25% working interest proportionately reduced. 

Burlington shall notify Farmor by mail when payout of the earning well occurs, and 

Farmor shall have 30 days from receipt of such notice to elect to convert its Overriding 

Royalty Interest into a Working Interest herein provided or retain its Overriding 

Royalty Interest. 

3) In the event the Initial Test Well is drilled in a timely manner set out above, 

Burlington will earn the right to drill an Option Well at another location within the 

Farmout Lands, or acreage pooled therewith, within 365 days from the date of drilling 

rig release on the Initial Test Well, and earn an assignment of Farmor's interest in the 

Option Well's production unit under the same terms and conditions as for the Initial 

Test Well. There is a possibility of H2S gas which necessitates the building of a 

treatment plant and appropriate infrastructure to produce a sour Pennsylvanian well. 

The Option Well to be drilled to the same formation as the Initial Test Well. 

Burlington is contemplating 640 acre spacing with 1200' set backs from the sections or 

Unit Lines for Pennsylvanian production. 

4) Burlington shall have the right and option to earn the remainder of Farmor's 

leasehold in the Farmout Lands, on a unit by unit basis, under the same terms and 

conditions as the Initial Test Well by allowing not more than 180 days to elapse 

between completion of one Option Well and commencement of another Option Well. 

The 180 day continuous development program shall be extended in the event the BLM 

and NMOCD, other regulatory agency or force majeure delay the timely issue of 

permits necessary to drill on the Farmout Lands. The BLM indicates an 

Environmental Impact Statement (EIS) may be required in the event a successful 

discovery well is drilled and completed. This possibility may delay the approval of the 

permits to drill additional wells on the Farmout lands within the original 180 day time 

frame. 
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5) Burlington agrees to use good field practice and industry standards in the drilling of 

each well. Burlington further agrees to furnish to Farmor the well data as set out in 

Farmor's Well Data Requirement Sheet (limited to data scheduled to be obtained in 

Burlington's drilling and completion program). 

6) Farmor and Burlington agree to enter into a definitive Farmout Agreement that will 

1) describe in more detail the terms and conditions under which Farmor is farming out 

its lands to Burlington, 2) includes as an exhibit an AAPL Model Form 610-1982 

Operating Agreement with a 400% non-consent penalty and no preferential right 

provision. 

7) Failure of Burlington to drill the Initial Test Well will result in a forfeiture of 

Burlington's right to earn an assignment of Farmor's leasehold interest under this 

Agreement. 

8) In the event Burlington is unable to reach the intended formation in any Initial Test 

Well or any Option Well, because further drilling becomes impractical, Burlington may 

commence to drill a substitute well within 90 days and, if completed as a commercial 

producer, earn the rights that would have been earned by the well for which it is a 

substitute. 

9) Burlington may assign part of any, rights and obligations hereunder to Conoco Inc., 

but may not assign part of any such interest to any other party without the consent of 

Farmor. 

All operations shall be conducted at Burlington's sole expense and in a proper and 

workmanlike manner and in accordance with all applicable laws and regulations of the 
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constituted authorities, and Burlington shall defend, indemnify and hold Farmor and its officers, 

directors, agents, employees and invitees harmless from all liability for damage (including 

attorney's fees) to the person (including death) and/or property of all persons arising from 

Burlington's performance or non-performance of operations conducted hereunder. 

If this Farmout Letter of Intent meets with your approval, please execute a copy of same 

and return to the undersigned within thirty (30) days from the date hereof. Please respond 

sooner if at all possible to allow us time to overcome the regulatory and logistical hurdles 

necessary to permit and drill the Initial Test Well. . If you should have any questions 

concerning our Farmout request, please call me at (505) 326-9756. 

Yours very truly, 

Burlington Resources Oil & Gas Company 

"James R.J. Strickler 
Senior Staff Landman 

JRS/11 
farm_mor.doc 

AGREED TO AND ACCEPTED THIS DAY OF ., 1997. 

L E E WAYNE MOORE AND JOANN MONTGOMERY MOORE, 
TRUSTEES OF THE MOORE LOYAL TRUST, U/T/A dated 
August 20,1979 

B y : _ 

Name: Lee Wayne Moore. Trustee 

By: 

Name: JoAnn Montgomery Moore. Trustee 



EXHIBIT "A" 

Fee Lease Summary 

DESC %INT GR AC NET AC 

T31N, R1HJ 6.25% 1,278.87 79.929375 
Sec 2 : SW^NWi, NW+SW? 
Sec 2 : L o t 1 , SE^NEi 
Sec 12 : NE^SEi 
Sec 14: S E i N E i , NEiSE? 
Sec 22 : SE^NEi 
T31N, R10W 
Sec 4 : P t o f L4 and SW^NWi l y i n g 

S o f Animas R i v e r , l e s s : 
(a) RR ROW 
(b) Beg at pt 431.8 feet K of 1/16th corner stone in SW*NWT 

of Sec 4, thence N 1220 feet into Animas River, thence 
W along River 180 feet, thence S 1325 feet, thence E 
180 feet to POB. 

(c) Pt of SŴ NWi "above" "nca Canal 
5: NW|SEi W of RR ROW, Lot 1 and SEiNE^ N of Animas River, less 

RR ROW 
6: Lot 1, 6,7, S^NEi, NW^SEi 
7: Lots 3,4, S^NEiNEi, SE^NEi, Pt SE^SE* E of River 
8: NEiNWi, SWiswi, Ŝ NŴ NWi W of Animas River, also: 

(a) Pt of SEiNWi and NEiSW* lying E of RR ROW 
(b) Beg at NW corner of SE^Nwi, thence E along N line of 

said 40, 576£ feet to a pt, thence in a Southerly 
direction parallel with the W line of RR ROW 300 feet 
to a pt, thence W to W line of said 40, thence N along 
W line of said 40, 300 fet to POB. 

(c) Pt of SWiNWi lying N of Sand Arroya and E of Animas River 
(d) Pt of Ŝ NŴ NWi E of Animas River 
(e) Pt of SWiNWi w of Animas River 
(f) RR ROW as i t crosses Ê NW-J-, NE^SWi, SŴ SWi 

17: S^SEi, NŴ NWi less RR ROW 
18: Lot 1, NEiNWi, wiSW^NEi S of Animas River, NE* S & E of River, 

LESS the following: 
(a) Beg at Center of Sec 18, th N on subdiv line 345 feet 

to Animas River, th along River N55degE 389 feet to waste 
ditch of Aztec Ditch, th S80degl5'E along S line of said 
waste ditch 865 feet, to Aztec Ditch, th SW along W line 
of Aztec Ditch to W line of Aztec-Durango public road, 
th along W line of said road to pt in S line of NE* of 
Sec 18, th W on subdiv line 735 to POB. 

(b) Tr in NE£: Beg at intersec of Aztec Ditch with Aztec-
Durango hiway, th NE 513 feet along W line of said hiway 
th N 106 feet to E line of Aztec Ditch, th along ditch 
to POB. 

T31N, R10W 
Sec 5: Lot 3 Si E of River 
T31N, R11W 
Sec 14: SWiSWi 
Sec 23: NW±NWi 

T31N, R10W 
Sec 8: E^NEi, EiSW^NEi less 1 ac 
Sec 9: NWiNWi 

3.125% 95.00 2.96875 

4.1663% 139.00 5.791157 

T31N, R11W 
Sec 1 : NEiSE* 6.25Z 448.60 28.0375 

12: WiSWi 
13: W±, 8.6 a c i n SWiSE* 

TOTALS 1,961.47 116.726782 



EXHIBIT "A" 

Federal Lease Summary 

LEASE # 

SF-078040-A 

DESC 

T31N, R11W 

Sec. 01: SW/4, W/2 SE/4, SE/4 SE/4 
Sec. 12: E/2 SW/4 

GRAC 

360.00 

NET AC 

22.50 

SF-079269 T31N, R11W 
Sec. 12: NW/4 

160.00 10.00 

TOTALS FOR FEDERAL LEASES 520.00 32.50 

GROSS TOTALS 2,481.47 149.27 



BURLINGTON 
RESOURCES 
SAN JUAN DIVISION A p r i l 22 , 1997 

CERTIFIED MAIL-RETURN RECEIPT 

To Working Interest Owners 
(see list below) 

RE: Marcotte #2 Well 
Pennsylvanian formation 
Proposed depth 14,000' 
ALL Section 8, T31N-R10W 
639.78 acres, more or less 
San Juan County, New Mexico 

Gentlemen: 

Burlington Resources Oil & Gas Company (Burlington) proposed to drill and complete the 
captioned well in the Pennsylvanian formation. The approximate location is 1540' FSL, 935' FEL 
(NE/SE) Section 8, T31N-R10W, with a proposed depth of 14,000'. Attached for your 
consideration and approval is one (1) copy of our Well Cost Estimate to drill and complete the 
subject well for $2,316,973.00. Our records indicate the ownership of the well and AFE share to 
be as follows: 

Company GWI AFE Share 
Burlington 9.310450% $ 215,721.00 
Conoco Inc. ' 9.310450% $ 215,720.00 
Amoco Production Company 68.073400% $1,577,242.00 
Total Minatome Corp. J 4.652200% $ 107,790.00 
Cross Timbers Oil Co.,. LP 3.374700% $ 78,191.00 
Lee Wayne Moore and JoAnn 2.251700% $ 52,171.00 

Montgomery Moore, Trustees 
George William Umbach 1.416600% $ 32,822.00 
Robert Warren Umbach 1.416600% $ 32,822.00 
Lowell White Family Trust .048460% $ 1,123.00 
Walter A. Steele .048460% $ 1,123.00 
Estate ofG. W. Hannett .040380% $ 936.00 
T. G. Cornish .032300% $ 748.00 
Patricia Hueter .008100% $ 188.00 
Mary Emily Voller .008100% $ 188.00 
A. T. Hannett .008100% $ 188.00 

100.000000% $2,316,973.00 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

6 EXHIBIT NO. 

CASE NO. ?., ^ 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833 
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An Operating Agreement is enclosed for your review and approval. 

I f you wish to participate in the drilling of the above referenced well, please verify your interest 
and return the following within thirty (30) days to the undersigned: 

1. One (1) executed copy of this letter 
2. One (1) executed copy of the Well Cost Estimate 
3. One (1) executed signature page for the Operating Agreement 

dated April 1, 1997 

Your prompt attention to this proposal is requested as we plan to begin operations in the near 
future. Please advise in writing if you do not wish to participate. 

Very truly yours, 

James R. J. Strickler, CPL 
Senior Staff Landman 
(505) 326-9756 

JRS:11 

The undersigned hereby elects this day of , 1997, to 
participate in and pay its proportionate share of the weil costs for the drilling 
and completion of the Marcotte #2, as correctly shown above. 

COMPANY/OWNER: 

BY: 

TITLE: 



AFE No.: 

BURLINGTON RESOURCES 
Farmington Region 

Post Office Box 4289 
Farmington, New Mexico, 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

Property Number: Date: 2/20/97 

Lease/Well Name: Marcotte #2 DP Number. 

Field Prospect: San Juan Basin Penn 

Location: Sec. 8, T31N, R10W 

AFE Type: 1 - New Drill Original: X Supplement: 

Objective Formation: Pennsylvanian 

Operator: Burlington Resources Region: Farmington 

County: San Juan State: NM 

Addendum: API Well Type: 

Authorized Total Depth (Feet): 14,000' 

Project Description: Pennsylvanian test in San Juan Basin - Exploratory well - Arch Rock Prospect 

Estimated Start Date: 2rd Qtr 1997 
Prepared By: C. E. Lane 

Estimated Completion Date: 2rd Qtr 1997 

Drilling 

GROSS WELL DATA 

Workover/ Construction 
Dry Hole Suspended Completion Facility Total 

Days: 58 2 12 0 72 
This AFE: $1,713,800 $77,100 $407,073 $119,000 $2,316,973 

Prior AFE's: 0 $0 

TOTAL COSTS: $1,713,800 $77,100 $407,073 $119,000 $2,316,973 

JOINT INTEREST OWNERS 

Company: 
Burlington Resources: 

Trust: 

AFE TOTAL 

Working Interest 
Percent 

0.00% 

90.689550% 
100.00% 

Dry Hole $ 

$159,562 
0 

$1.554.238 
$1,713,800 

Completed $ 
$215.721 

$0 

$2.101.252 
$2,316,973 

Approved: j ^ f f * ^ 
Title: 

Approved; 
Title: 

BURLINGTON RESOURCES APPROVAL 
Approved: 

Title 

/ , Approved; 
^ ' f / f h r f r 9 T i t l e 

PARTNER APPROVAL 

Company Name: Date: 

Authorized By: Title: 



Well Name. 

Location: 

AFE Type: 

Formation: 

Proposed TD: 

Comments: 

Burlington Resources 

Cost Estimate 

Marcotte #2 

1540* FSL. 935' FEL Section 8. T-31-N. R-10-W 

(02) Exploration 

Pennsylvanian 

14.225" Area Team: Penn 

OH Logs 7425' 

Intermediate TD: 3100', 7425' 
• 12.000': AIT-SP-GR. Micro-SP-GR. Dens-Neut-Cal-GR-SP. Dipole Sonic 

Prepared By: 

Date: 

Cost/ft: 

Kurt A. Shipley 

2/26/97 

S125.90/ft 

3 

OH Logs 12.000' -14.225': AIT-SP-GR. Micro-SP-GR. Dens-Neut-Cal-GR-SP. Dipole Sonic. Sidewall Cores 

Intangible Costs 

Total 
Dry Hole Suspended Estimated 

Account Cost Cost Cost 

Number Estimated Days: 58 2 60 

248 

03 Location Cost 4.9 Acre location w/ 30" Conductor Pipe. 35,000 0 35.000 

05 Move-in. Move-out Move in and move out. 200.000 0 200,000 

07 Rig Cost @ $7000/day. 430,000 15.000 445,000 

OS Safety Equipment H2S Monitor 10,500' to TD S600/day. 19,000 1,300 20,300 

10 Drilling Fluid LSND. Solids Control. Air Drilling. 137,500 0 137.500 

16 Fresh/Salt Water. Fluids 50,000 0 50.000 

17 Bits 141.900 0 141.900 

18 Cementing HES Cost Estimate. 98.000 17.000 115,000 

22 Coring and Analysis Sidewall Core Analysis. 20.000 0 20.000 

23 Fuel Air Package Fuel. 22,500 3.000 25,500 

25 Rentals BOP: 10 days @ S500/day. 3-1/2" D.P. + Misc. 18,500 0 18,500 

26 Fishing 0 0 0 

28 Other Rentals 5,000 0 5,000 

29 Transportation 20,000 0 20,000 

32 Directional Services 0 0 0 

33 Inspection 7,200 0 7,200 

34 Logging Services OH Logs. Sidewall Cores. Mud Log. 110,000 0 110,000 

36 Production Testing 0 0 0 

37 Swabbing,Snubbing.Coiled Tubing 0 0 0 

39 Stimulation 0 0 0 

43 Consultants 0 0 0 

44 Technical Contract Services 0 0 0 

45 Roustabout Labor Casing Crews. Welders. 15,000 2,000 17,000 

46 Miscellaneous 5,000 0 5.000 

49 Packer Rental 0 0 0 

53 ..?.nyj5.Qrjl?.nt!1.,.c5st „ 5,000 0 5,000 

54 Disposal Cost Trash Baskets. Toilets. 2,000 0 2,000 

60 District Tools Company Owned Equipment. 5,000 0 5,000 

72 .c^2Sjs.̂ _?js.P.a.ys. .̂ .*?i.1../.i?.a.y.:. 8,500 _._300 8,800 

Total Intangible Cost 
.̂ .*?i.1../.i?.a.y.:. 

$1,355,100 $38,600 $1,393,700 

Tangible Costs 

80 .Casing 8CT__ 30" Conductor 3,200 .2f?.:?PJ?.. 

soar I1?5rl™ ~ J-2:95? 
310rj 86,000 
74251 9-5/8" 153,500 

4775 T „..?5;9P°. ~ 
262g z..zziz'zzzzzz.zz .?jj.9?. 

81 Jiî irs.. 0 5. .?.. 
8 4 Cawing T̂uJ>ipg Equipment 13'.9°°. 11995 .?.4.599.. 
8 6 .ŷ .̂ i.̂ j?;!î .&9.yiRn?®J[l* __J.9^i^^S^?I.(19.'595f.?i11. ?9:.°59. 5 „.?.9.599.. 

Total Tangible Cost $358,700 $38,500 $397,200 
Total Cost 

All Costs include tax where applicable. 

$1,713,800 $77,100 $1,790,900 



Well Name: 
Location: 
AFE Type: 
Formation: 

Account 
Number 

247 
02 
03 
08 
12 
17 
20 
26 
27 
28 
29 
31 
32 
33 
34 
35 
36 
39 
43 
44 
47 
48 
49 
50 
51 
53 
54 
55 
57 
60 
62 
63 
68 
69 
70 
72 
73 
81 
82 
83 
84 
86 
88 
95 

Meridian Oil Inc. 
Facilities Estimate 

Marcotte #2 
Sec8,T31NR10W 
01-Exploration 
Pennsylvanian 

Prepared By: 
Date: 

Approved By: 
Date: 

C.E. Lane 
3/17/97 

Tangible Costs 

Estimated Days: Total 
Estimated 

Cost 

Labor-Contract, Roustabout, Consultants 
Company vehicles 
Location, Roads & Canals 
Overhead 
Damagej[,nProperJ^ Losses 
Equip. Coating and Insulation 

Separators 
Gas Sweetening 
Pumping Units 

15,000 

Prime Mover 
Tanks 
Metering Equipment 
Flow Line 
Compressors 
Building 
Flowlines, Piping. Valves & Fittings 
Safety" ~™"Z ~~ 
Technical Contract Svc. 
Rental Compressors & Maintenance 
Rental Equipment 
Cathodic Protection 
Right QfWay 
Minor Pipelines 
Surface Pumps 
Electrical Accessories 
.!i?j?S®i!aIl?.°.y.?.:̂ a( '̂'S Expense 
PuljjnglJnirCoste" 
Oper. Owned Equip/Facilities 
Env. Cornpliance-Assessment 
Env. Compliance (Remediation) 
Direct Labor 
Benefits 
Payroll Taxes and Insurance 
Overhead (Contingency 5%) 
FreJghtn"rajispoj1ajkjn_ 

Rods 
Downhole Pumps 
Alternative Artificial Lift Equip. 
Convent Artificial Lift Wellhead Equip. 
Communication Systems 
Employee Meals 

0 
"6" 
o" 
o" 
o" 
o" 
o" 
o" 
o" 
o" 

9"500" 

o" 
0 
...... 

TiTooo" 
o~ 
o 
o" 

___ 

Izboo" 
o 

_ „ . . 

"o" 
"o" ....... 

o 
"o" 
"o™ 
"o" 

1° 
"o 
"o" 

9 6 Gas pehydrator 

_0 
__0~ 

o" 
0" 

"6"' 
___ 

"oTooo" 

Total Facility Cost 119,000 



Meridian Oil tne 
Completion Estimate 

Well Name: Marcotte *2 Prepared By: C E. Lane 
Location: 3IN-10W-Sec 8 Date: 3/17/97 
AFE Type: New Drill-01 Approved By: 
Formation: Penmvlvanian Date: 

Intangible Costs 
Total 

Estimated Days: 15 Estimated 
Account Cost 
Number 

249 
02 Location. Roads or Canals S100 
03 Construction and Maintenance S5.000 
04 Surface Restoration S9.000 
05 Move-in. Move-out S6.250 
06 Fees of Contractor - Footage SO 
07 Fees of Contractor • Day-work S59.950 
OS Fire and Safetv Equip. S8.5O0 
09 Drilling Fluid System • Liquids 
10 Gas and Air Drilling S25.00O 
11 
12 Specialty Fluids and Chemicals S500 
14 SaltfBrine Water S2.500 
IS Onsite Disposal Svc. 
16 Fresh Water S15.000 
17 Bits S750 
18 Primary Cement & Svc's SO 
19 Remedial Cementing $2,000 
23 Fuel / Electricity S2.250 
24 BOP A Wellhead Rentals(Surface) S6.0OO 
25 Drill Work String Rentals $1,500 
26 Fishing Tool Rentals SO 
27 Tank Rentals S4.000 
28 Other Rental S3.500 
29 Transportation $2,250 
30 Offsite Disposal Service 
33 Tubular Inspection SI.000 
34 Cased Hole Services S30.000 
36 Production Testing 
37 Swabbing & Coiled Tubing 
38 Stimulation S 10.000 
39 Fracturing $50,000 
40 Casing Crews and Laydown 
41 Gravel Pack/Stnd Control 
42 BOP Testing 
43 Consultants $10,650 
44 Technical Contract Svc. 
45 Roustabout Labor $3,000 
46 Miscellaneous $450 
48 Communication Systems $500 
49 Packer Rental S2.200 
50 Pumping Charges 
60 Oper. Owned Equip/Facilities 
62 Env. Compliance-Assessment 
63 Env. Compliance (Remediation) 
65 Company Vehicles 
68 Direct Labor 
69 Benefits 
70 Payroll Taxes and Insurance 
72 Company Supervisor 
74 Employee Expense 
79 Employee Meals 

Total Intangibles $261,850 
Tangible Costs 

SO Casing SO 
81 Tubing and Tiebacks $72,223 
82 Packers and Bridge Plugs S25.000 
84 Casing/Liner Equipment 
85 Tubing Equipment $3,000 
86 Wellhead Equipment &. Tree Tbg spool, flange, and tree $45,000 

Total Tangibles $145,223 

t K ^ — 

Total Completion Cost $407,073 



Burlington Resources 
PROPOSED WELL LOCATION 

Marcotte #2 
Sec. 8,T31N-R10W 

1540' FSL 



BURLINGTON 
RESOURCES 
SAN JUAN DIVISION 

r : " T •• 

CERTIFIED MAIL-RETURN RECEIPT 

To Working Interest Owners 
(see attached Exhibit "A") 

April 29, 1997 

BEFORE EXAMINER CATANA&H 

OIL CONSERVATION DIVISION 

EXHIBIT NO, T 
CASE NO, 

RE: Scott # 24 Well 
Pennsylvanian formation 
Proposed depth 14,000' 
ALL Section 9, T31N-R10W 
636.01 acres, more or less 
San Juan County, New Mexico 

Gentlemen: 

Burlington Resources Oil & Gas Company (Burlington) proposed to drill and complete the 
captioned well in the Pennsylvanian formation at a legal location in the NW/4 (SE/4 NW/4) of 
Section 9, T31N-R10W, with a proposed depth of 14,000'. Attached for your consideration and 
approval is one (1) copy of our Well Cost Estimate to drill and complete the subject well for 
$2,316,973.00. 

The ownership schedule for the subject well is listed on the attached Exhibit "A". 

An Operating Agreement is enclosed for your review and approval. 

I f you wish to participate in the drilling of the above referenced well, please verify your interest 
and return the following within thirty (30) days to the undersigned: 

1. One (1) executed copy of this letter 
2. One (1) executed copy of the Well Cost Estimate 
3. One (1) executed signature page for the Operating Agreement 

dated April 1, 1997. 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833 
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Your prompt attention to this proposal is requested as we plan to begin operations in the near 
future. Please advise in writing if you do not wish to participate. 

Very truly yours, 

fames R. J. Strickler, CPL 
Senior Staff Landman 
(505) 326-9756 

JRS:dg 
scott24 

The undersigned hereby elects this day of , 1997, to 
participate in and pay its proportionate share of the actual well costs for the 
drilling and completion of the Scott #24, as correctly shown on Exhibit "A". 

COMPANY/OWNER: 

BY: 

TITLE: 



AFE No.: 

BURLINGTON RESOURCES 
Farmington Region 

Post Office Box 4289 
Farmington. New Mexico, 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

Property Number: Date: 2/20/97 

Lease/Well Name: S c o t t #24 DP Number: 

Field Prospect: San Juan Basin Penn 

Location: Sec. 9. T31N. R10W 

AFE Type: 1 - New Drill Original: X Supplement: 

Objective Formation: Pennsvivanian 

Operator: Burlington Resources Region: Farmington 

County: San Juan State: NM 

Addendum: API Well Type: 

Authorized Total Depth (Feet): 14.000' 

Project Description: Pennsylvanian test in San Juan Basin - Exploratory well - Arch Rock Prospect 

Estimated Start Date: 2rd Qtr 1997 
Prepared By. C. E. Lane 

Estimated Completion Date: 2rd Qtr 1997 

Drilling 

GROSS WELL DATA 

Workover/ Construction 

Dry Hole Suspended Completion Facility Total 
Days: 58 2 12 0 72 

This AFE: $1,713,800 S77.100 $407,073 $119,000 $2,316,973 
Prior AFE's: 0 $0 

TOTAL COSTS: $1,713,800 $77,100 $407,073 $119,000 $2,316,973 

JOINT INTEREST OWNERS 

Company: 

Burlington Resources 
Trust: 

Others 

AFE TOTAL; 

Working interest 
Percent 

10.311905Z 
0.00% 

100.00% 

Dry Hole $ 

S 176.7? •• 
o 

$1.064.514 
$1,713,800 

Completed $ 

$0 

S2 .1Q1 .2S? 
$2,316,973 

Approved: ^/P^f^S^ 
BURLINGTON RESOURCES APPROVAI 

Approved 
Date: 

Approved: 
Title 

Date: 7 

Title: ^ ^ ^../rr^r ',^- Date: ' / / / s f a p 

PARTNER APPROVAL 

Company Name: Date: 

Authorized By: Title: 



Well Name: 
Location: 
AFE Type: 
Formation: 

Account 
Number 
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07 
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28 
29 
30 
33 
34 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
48 
49 
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70 
72 
74 
79 

80 
81 
82 
84 
85 
86 

Scot t #24 
31N-IOW-Sec. 9 
New Drill-01 
Pennsylvanian 

Meridian Oil Inc 
Completion Estimate 

JnJMn>ibhKr«ts_ 

Estimated Davs: 15 

Prepared By: C E. Lane 
Date: 3/17/97 

Approved By: 
Date: 

L K i - — 

Total 
Estimated 

Cost 

Location. Roads or Canals 5100 
Construction and Maintenance S5.000 
Surface Restoranon S9.000 
Move-in. Move-out S6.250 
Fees of Contractor • Footage SO 
Fees of Contractor - Davwork S59.950 
Fire and Safety Equip. S8.500 
Drilling Fluid Svstem - Liquids 
Gas and Air Drilling S25.000 

Specialty Fluids and Chemicals S500 
Salt/Brine Water S2.500 
Onsite Disposal Svc. 
Fresh Water S 15.000 
Bits S750 
Primary Cement & Svc's SO 
Remedial Cemendnc SZ000 
Fuel / Electricity S2J50 
BOP & Wellhead Rcmalsl Surface) S6.000 
Drill Work String Rentals S 1.500 
Fishing Tool Rentals SO 
Tank Rentals S4.000 
Other Rental S3.500 
Transportation SZ250 
Offshe Disposal Service 
Tubular Inspection S 1.000 
Cased Hole Services S30.000 
Production Testing 
Swabbing & Coiled Tubing 
Stimulation S 10.000 
Fracturing S50.000 
Casing Crews and Lavdown 
Gravel Pack/Sand Control 
BOP Testing 
Consultants S10.650 
Technical Contract Svc. 
Roustabout Labor S3.000 
Miscellaneous S450 
Communication Svstems S500 
Packer Rental S2.200 
Pumping Charges 
Oper. Owned Equip/Facilities 
Env. Compliance-Assessment 
Env. Compliance 1 Remediation) 
Company Vehicles 
Direct Labor 
Benefits 
Payroll Taxes and insurance 
Company Supervisor 
Employee Expense 
Employee Meals 
Total Intangibles S261.850 
Tangible Costs 
Casing SO 
Tubing and Tiebacks S72.223 
Packers and Bridge Plugs S25.000 
Casing/Liner Equipment 
Tubing Equipment S3.000 
Wellhead Equipment & Tree Tbg spool, flange, and tree S45.000 
Total Tangibles SI45.223 

Total Completion Cost S407.073 



Meridian Oil Inc. 
Facilities Estimate 

Well Name: 
Location: 
AFE Type: 
Formation: 

Account 
Number 

247 
02 
03 
08 
12 
17 
20 
26 
27 
28 
29 
31 
32 
33 
34 
35 
36 
39 
43 
44 
47 
48 
49 
50 
51 
53 
54 
55 
57 
60 
62 
63 
68 
69 
70 
72 
73 
81 
82 
83 
84 
86 
88 
95 
96 

Scott #24 
Secq, T31N R10W 
01 -Exploration 
Pennsylvanian 

Prepared By: 
Date: 

Approved By: 
Date: 

C.E. Lane 
3/17/97 

Tangible Costs 

Estimated Days: Total 
Estimated 

Cost 

Labor-Contract. Roustabout. Consultants 15,000 
Company Vehicles 0 
Location. Roads & Canals 0 
Overhead 0 
Damages, Property Losses 0 
Equip. Coating and Insulation 0 
SWD Filtering 0 
Separators 0 
Gas Sweetening 0 
Pumping Units 0 
Prime Mover 0 
Tanks 9,500 
Metering Equipment 15,000 
Flow Line 0 
Compressors 6 
Building 0 
Flowlines, Piping, Valves & Fittings 11,000 
Safety 0 
Technical Contract Svc. 0 
Rental Compressors & Maintenance 0 
Rental Equipment 0 
Cathodic Protection 12,000 
Right Of Way 2.500 
Minor Pipelines 0 
Suriace Pumps 0 
Electrical Accessories . 0 

Miscellaneous-Facility Expense 0 
Pulling Unit Costs 0 
Oper. Owned Equip/Facilities 0 
Env. Compliance-Assessment 0 
Env. Compliance (Remediation) 0 
Direct Labor 0 
Benefits 0 
Payroll Taxes and Insurance 0 
Overhead (Contingency 5%) 0 
Freight/Transportation o 
Tubing 0 
Rods 0 
Downhole Pumps 0 
Alternative Artificial Lift Equip. " 0 
Convent Artificial Oft Wellhead Equip. 0 
Communication Systems 0 
Employee Meals 0 
Gas Dehydrator 54,000 

Total Facility Cost 0 0 119,000 



Burlington Resources 

Cost Estimate 

Well Name: S c o t t #24 Prepared By: Kurt A. Shipley 

Location: Section 3 T-31-N. R-1Q-W ^ X k - i ^ f 6 ' 2 / 2 6 / 9 7 

AFE Type: (02) Exploration App%vla*By: 

Formation: Pennsylvanian Date: 

Proposea TD: 14,22s* Intermediate^ TD: 3100'. 7425' Area Team: Penn Cost/ft: St25.90/ft 

Comments: OH Logs 742S' • 12.000': AIT-SP-GR. Micro-SP-GR. Dens-Neut-Cal-GR-SP. Dipole Sonic 

OH Logs 12.000' -14.225": AIT-SP-GR. Micro-SP-GR. Dens-Neut-Cal-GR-SP. Dipole Sonic. Sidewall Cores 

Intangible Costs 
Total 

Dry Hole Suspended Estimated 

Account Cost Cost Cost 

Number Estimated Days: 58 2 60 

248 

03 Location Cost _ 4.9 Acre location w/ 30" Conductor Woe. SS.CJOO 0 35.000 

05 Move-in. Move-out Move In and move out. ?.99.\999.. .9 200.000 

07 R i $ l £ S s t (3! $7000/day. 43.9:.999. 15:999. 445.000 
0 8 Safety Equipment £2.§.M?. n.?^ 1M9.9. 12PP. 20.300 

10 0 t S S S S F l u i d LSND. Solids Control. Air Drilling. 127.599. .9 1 3 7 S 9 ° 
1 6 Fresh/Salt Water. Fluids 5.9:999. 9. 59:99° 

17 Bits ~ 1 4 ! ? 9 9 . 9 141.900 

18 Ce?™?!!?0. H ES.Cost Estimate. 98 .000 1.7:9.9° !!5:P°9.. 

22 Coring ana Analysis Sidewall Core Analysis. 2„9.-.999. 9. 19:999.. 
23 Fuel Air Package Fuel. 22£00 3 000 2^500 

25 Rentals BOP: 10 days @ $500/day. 3-1/2" D P. + Misc. 18..399. .9 18,500 

26 Fishing 7HIZI . 1 ' . ~"™~™Z..'T ?• 9- -
2 8 Other' Rentals " ••• - ~ ™ • • • • • • • • • ~ ' ™ " ~ " £opo 0 5,000 

29 Transportation .2„9:.959.. -...9, 20.000 
32 Directional Services 0. 0_ 

33 Inspection 7^200. 0. 7,200, 
3 4 .AfSSfiELfiS™!^ O H L o 9 s - Sidewall Cores. Mud Log. 119:.999. _ .9 110,000 
3 6 Production Testing _. _. „ 9.. .9. 2. 
3 7 Swabbing.Snubfaing.Coiled Tubing 0̂  .0 0 

39 Stimulation ~ " " " " .9. ~9 9. 
43 Consultants 0 0 0 

44 Technical Contract Services 0. 0 0_ 
4 5 Roustabout Labor Casing Crews. Welders. 15.PP9.. 2:929 17.000 
4 6 Miscellaneous 1999.. .9 5599. 

49 Packer Rental . _ „..9. ~9. 2. 
5 3 Environmental Cost _ „?..999.. _.S. 5.000 
54 Disposal Cost Trash Baskets. Toilets. 2.000 _j0 2.000 

60 District Tools Company Owned Equipment. 5.999.. .0 5,000 
7 2 Overhead Rig Pays <a) $141/day. _ ..A599L 229. 8,800 

Total Intangible C o s t $ 7 , 3 5 5 , 1 0 0 $38,600 $1,333,700 

Tangible Costs 

80 C££!9. SOT 30" Conductor 3,200 ?.15J99.. 2.7:.?PP„ 343,200 
5jxr 207 2?.999. 
3100; l l2:3(§"Z. . . .Z. 8.6.:992 ..... 
7425; 9-5/8" I53:5„99 -. 
4775^ 7^ _ 5.9:999. 

2625' 5" [ " ' ...3L$99. 
si JiJiSHL 9 „.9 9. 
8 4 . . 9 ? . ^ £ . L I u y ! } . 9 „ § ? u i P m e ^ , . . „J3.'.999. 11.9PP. 24.000 
8 6 ..yy*!ihe.!l?...?.q.H!P.m.e.nt 20"X13-3/8"X9-5/8" (10.000 psi) . .30.000 0 30.000 

Total Tangible Cost $358,700 $38,500 $397,200 

Total Cost $1,713,800 $77,100 $1,790,900 

All Costs include tax where applicable. 



BURLINGTON 
RESOURCES 
SAN JUAN DIVISION 

April 29, 1997 

CERTIFIED MAIL-RETURN RECEIPT 

To Working Interest Owners 
(see attached Exhibit "A") 

RE: Scott # 24 Well 
Pennsylvanian formation 
Proposed depth 14,000' 
ALL Section 9, T31N-R10W 
636.01 acres, more or less 
San Juan County, New Mexico 

Gentlemen: 

Burlington Resources Oil & Gas Company (Burlington) proposed to drill and complete the 
captioned well in the Pennsylvanian formation at a legal location in the NW/4 (SE/4 NW/4) of 
Section 9, T31N-R10W, with a proposed depth of 14,000'. Attached for your consideration and 
approval is one (1) copy of our Well Cost Estimate to drill and complete the subject well for 
$2,316,973.00. 

The ownership schedule for the subject well is listed on the attached Exhibit "A". 

An Operating Agreement is enclosed for your review and approval. 

I f you wish to participate in the drilling of the above referenced well, please verify your interest 
and return the following within thirty (30) days to the undersigned: 

1. One (1) executed copy of this letter 
2. One (1) executed copy of the WeU Cost Estimate 
3. One (1) executed signature page for the Operating Agreement 

dated April 1, 1997. 

PLEASE RETURN TO 
LAND-FARM1NGT0N 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833 



Scott #24 Well 
April 29, 1997 
Page 2 

Your prompt attention to this proposal is requested as we plan to begin operations in the near 
future. Please advise in writing if you do not wish to participate. 

Very truly yours, 

n 
James R. J. Strickler, CPL 
Senior Staff Landman 
(505) 326-9756 

JRS:dg 
scott24 

The undersigned hereby elects this day of , 1997, to 
participate in and pay its proportionate share of the actual well costs for the 
drilling and completion of the Scott #24, as correctly shown on Exhibit "A". 

COMPANY/OWNER: 

BY: 

TITLE: 



AFE No.: 

BURLINGTON RESOURCES 
Farmington Region 

Post Office Box 4289 
Farmington. New Mexico. 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

Property Number Date: 2/20797 

Lease/Well Name: S c o t t #24 DP Number. 

Field Prospect: San Juan Basin Penn 

Location: Se&9.T31N. R10W 

AFE Type: 1 - New Drill Original: X Supplement: 

Objective Formation: Pennsylvanian 

Operator Burlington Resources 

County: San Juan 

Region: Farmington 

State: NM 

Addendum: API Well Type: 

Authorized Total Depth (Feet): 14.000' 

Project Description: Pennsvivaman test in San Juan Basin - ExDloratorv weil - Arch Rock Prosoect 

Estimated Start Date: 2rd Qtr 1997 
Prepared By: C. E. Lane 

Estimated Completion Date: 2rd Qtr 1997 

DrBHng 

GROSS WELL DATA 

Workover/ Construction 
Dry Hole Suspenaed Completion Facility Total 

Days: 58 2 12 0 72 
This AFE: $1,713,800 $77,100 $407,073 $119,000 S2.316.973 

Prior AFFs: 0 $0 

TOTAL COSTS: $1,713,800 $77,100 $407,073 $119,000 $2,316,973 

JOINT INTEREST OWNERS 

Company: 
Burlington Resources: 

Trust 
Others : 

AFE TOTAL: 

Working Interest 
Percent 

10.311905T 
0.00% 

9P»v89'i'f(fZ 
100.00% 

Dry Hole $ 

S T7fi.77V 
0 

$1.064.514 
$1,713,800 

Completed $ 

5 718.97A 
$0 

s - g . i n i . i s ? 
S2.316.973 

^ j - - - BURLINGTON RESOURCES APPROVA 
Approved: JsY'QfU-~> Approved 

Approved 
T i t l e ^ 

Title: 2 W M * * * * ^ Pate: 4 ^ 9 7 

Approveg>/ ' / r ^ytr /r y X / --• 
Qn*f//<tf7 Title: k - f -W>r- Date: s / f a f i p 

PARTNER APPROVAL 

Company Name: Date: 

Authorized By: Title: 



A.A.P.L. JQRM.610-1982 

MODEL FORM OPERATING AGREEMENT 

OPERATING AGREEMENT 

DATED 

A p r i l 1 1 Q 97 

OPERATOR BURLINGTON RESOURGES OIL & GAS COMPANY 

CONTRACT AREA SECTION 9, TOWNSHIP 31 NORTH, RANGE 10 WEST 

(LOTS 1 THRU 12, N/2 N/2) 

COUNTY *3tRx?A&JSH OF SAN JUAN STATE OF NEW MEXICO 

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

SCOTT #24 WELL 



A.AJ?.L. FORM 610 - MODEL FORM OPERATING AGREEMENT • 1982 

TABLE OF CONTENTS 

Article Title Pit* 

I. DEFINITIONS 1 

II. EXHIBITS 1 

III. INTERESTS OF PARTIES -
,\. Oiu AMD CAS îTCUrSTS • ' •— 
B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION 2 
C. EXCESS ROYALTIES. OVERR1DLNG ROYALTIES AND OTHER PAYMENTS 2 
D. SUBSEQUENTLY CREATED INTERESTS 2 

IV. TITLES 2 
A. TITLE EXAMINATION 2-3 
B. LOSS OF TITLE 3 

1. Failure ot Title 3 
2. Loss by Non-Payment or Erroneous Payment OJ Amount Due 3 
3. Other Losses 3 

V. OPERATOR 4 
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR 4 
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR 4 

1. Resignation or Removal of Operator 4 
2. Selection of Successor Operator. 4 

C. EMPLOYEES 4 
D. DRILLLNG CONTRACTS 4 

VI. DRILLING AND DEVELOPMENT 4 
A. INITIAL WELL 4-5 
B. SUBSEQUENT OPERATIONS 5 

1. Proposed Operauons 5 
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3. Stand-By Time 7 
4. Sidetracking 7 

C. TAKING PRODUCTION IN KIND 7 
D. ACCESS TO CONTRACT AREA AND INFORMATION 8 
E ABANDONMENT OF WELLS 8 

1. Abandonment of Dry Holes 8 
2. Abandonment of Wells that have Produced 8-9 
3. Abandonment of Non-Consent Operations 9 

VTI. EXPENDITURES AND LIABILITY OF PARTIES 9 
A. LIABILITY OF PARTIES 9 
B. LIENS AND PAYMENT DEFAULTS 9 
C. PAYMENTS AND ACCOUNTING 9 
D. LIMITATION OF EXPENDITURES 9-10 

1. 0ri9 or Deepen 9-10 
2. Rework or Plug Back 10 
3. Other Operations 10 

E. RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES 10 
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AJLP1. FORM 610 - MODEL FORM OPERATING AGREEMENT - iy_-

1 OPERATING AGREEMENT 

3 THIS AGREEMENT, entered into by and - RTTRT.TWCTnW R E S O U R C E S O I L & GAS COMPANY 
4 — hereinafter designated and 
5 reierreo :a as ' "Operator '.and the signatory party or parues other than Operator, sometimes herematter reierred to individually herein 
6 as "N'cn-Operator ". snd collecuveiy as "Non-Operators '. 

8 WITNESSETH: 

9 
10 WHEREAS, the parues to this agreement are owners of oil and gas leases and/or oil and gas interests m the land identified in 
11 Exhibit "A", and the parues hereto have reached an agreement to explore and develop these teases and/or cii and gas interests tor the 
12 production of oil and gas to the extent and as herematter provided. 
13 
14 NOW. THEREFORE it is agreed as follows: 
15 
16 ARTICLE I. 
17 DEFINITIONS 
18 
19 As used in this agreement, the following words and terms shall have the meanings here ascribed to them: 
20 A. The term "'oil and gas" shall mean oii, gas. casinghead gas. gas condensate, and all other liquid or gaseous hydrocarbons 
21 and other marketable substances produced therewith, uniess an intent to Limit the inclusiveness of this term is speciticaily stated. 
22 B. The terms "oil and gas lease", "lease"' and "leasehold" shall mean the oil and gas leases covering tracts ot land 
23 lying within the Contract Area which are owned by the parues to this agreement. 
24 C. The term "oil and gas interests" shall mean unleased tee and mineral interests in tracts oi land lying within the 
25 Contract Area which are owned by parues to this agreement. 
26 D. The term "Contract Area" shall mean all of the lands, oil and gas ieasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil ana gw Icaa-hald interests ann oil <na gw wiwut 
28 are described in Exhibit "A". 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federai body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 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 
34 any operation conducted under the provisions of this agreement. 
33 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 
36 in a proposed operation. 
37 
38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 
39 singular, and the neuter gender includes the masculine and the feminine. 
40 
41 ARTICLE II. 
42 EXHIBITS 
43 
44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a pan hereof: 
43 OS A. Exhibit "A", shall include the following information: 
46 (1) Identification of lands subiect to this agreement. 
47 (2) Restrictions, if any, as to depths, formauons. or substances. 
48 (3) Percentages or fractional interests of parties to this agreement. 
49 (4) Oil tmi gas l a w tailor oil and gta intewats nifrjeq to urn agreement 
30 (3) Addresses of parues for notice purposes. 
51 • D. I _ i . i i "D", Tuuu uf L—JL. 
52 OS. C. Exhibit " C \ Aosounung Procedure. 
53 01 D. Exhibit "D". Insurance. V 

54 H E . Exhibit " E " , Gas Balancing Agreement. 
55 Q_ F. Exhibit " F " , Non-Discrimination and Certification of Non-Segregated Facilities. 
56 • G. fj—lit ' 'G". Tux Puewship. 
57 If any provision of any exhibit, except Exhibits " E " and " G " . is inconsistent with any provision contained tnxhe body 
38 of this agreement, the provisions in the body of this agreement shail prevail. 
59 
60 
61 
62 
63 
64 



A_AJ?X. FORM 610 - MODEL FORM OPERATING AGK_-0i_N i • ivo-

1 ARTICLE IU. 
2 INTERESTS OF PARTIES 
3 
4 A. Oil lam Giu luieieaur 
5 
6 II mi u-ii.i u-tu ..i „u g_ IULL.-J. — — -—a— . .... -i L -ii-iii hi maim iui JU Lmpuiu u. um XUILHHUH 

7 gl'lB l iu f l l l t J . i X i . t l f.HILUl 1U li U HLHL LUIL1UB i l LI'll, lUI'Wl BI UN lino L'lU IHIUO ilUgWCg HCMIB «J jjliniBU " p " . mm UIL UHIILI Ult lLBI 

8 UL UJ.ri'.eu tu emu ui.u LIL HJIIIKI I.IIIULJI a . i im in OULM HUM unu U'IIL i.ngitM ei iht (ea3cr*B~H5g5cr. 
9 

10 B. Interests of Parties in Costs and Production: 
11 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and 
13 paid, and all equipment and materials acquired in operauons on the Contract Area shall be owned, by die parues as their interests are set 
14 forth in Exhibit "A". In the same manner, die parues shall also own ail production of oil and gas from die Contract Area suoject to die 
15 payment of royalties to the extent — due. • *<kith ihiii hn hm.. „r . • 
16 
17 Regardless of which party has contributed the ieaseisl and/or o:i and gas interesns) hereto on which royalty is due and 
18 payable, each party entitied to receive a share ot producuon of oil and gas from the Contract Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest in such proaucoon. tne royalty amount stipulated hereinabove and shall hold die 
20 other parues free from any liability therefor. No party shall ever be responsible, however, on a price basis higher man die price received 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should demand and 
22 receive settlement on a higher price basis, die party contributing tne affected lease shall bear the additional royalty burden attributable to 
23 such higher price. 
24 
25 Nothing contained in this Article III.B. shall be deemeo an assignment or cross-assignment of interests covered hereby. 
26 
27 C. Excess Royalties. Overriding Royalties and Other Payments: 
28 
29 Unless changed by outer provisions, if the interest of any party in any lease covered hereby is subiect to any royalty. 
30 overriding royalty, production payment or outer burden on production in excess of the amount stipulated in Article III.B- sucn party so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the outer parues hereto harmless from any 
32 and all claims and demands for payment asserted by owners of such excess burden. 
33 
34 D. Subsequently Created Interests: 
35 
36 II any party should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit "A", or 
38 was not disclosed in writing to all other parues prior to the execution of this agreement by all parties, or is not a jointly acknowledged and 
39 accepted obligation of all parties lany such interest being hereinafter referred to as "subsequently created interest" irrespective of the 
40 timing of its creation and die party out of whose working interest the subsequently created interest is derived being hereinafter lefetred 
41 to as "burdened party"), and: 
42 
43 1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parues. all or a portion 
44 of its worxing interest and/or the production attributable thereto, said other party, or parties, shail receive said assignment and/or 
45 production tree and clear of said subsequently created interest and the burdened party shall indemnify and save said other party. 
46 or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest: 
47 and, 
48 
49 2. If the burdened party fails to pay, when due. its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be 
50 enforceable against the subsequently created interest in die same manner as they are enforceable against the working interest of 
31 the burdened party. 
53 ARTICLE IV. 
54 TTTLES 
53 
56 A. Title Examination: 
57 __, 
58 Title rtammanon shall be made on the drillsite of any proposed well prior to commencement of drilling operations or. if 
59 die Drilling Parties so request, title examination shall be made on die leases and/or oil and gas interna included, or planned to be indud-
60 ed, in the drilling unit around such well. The opinion will include die ownership of the working interest, minerals, royalty, overriding 
61 royalty and production payments under the applicable leases. At the time a weii is proposed, each party contributing leases andfor oil and 
62 gas interests to the drillsite. or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status 
63 reportsi. tide optmons. utie papers and curauve material in its possession free of charge. All such information not in the pmv"snm of or 
64 made available to Operator by die parties, but necessary ror the examinauon ot the tide, shail be obtained by Operamr—OoeraTor shall 
65 cause title ID be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furnished to each party 
66 hereto. The cost incurred by Operator m this ride program shail be borne as follows: '•' t ? -* 
67 *f ^ry/r; 
68 D OUUUH I'll). 1. Gmu uiLuiiLU bj Optiatui in pieeuruu aujuaitu and tide, utauiuiauuu (iiidudiui, piiLiiruiuu j , iiû ii—lemiL 
69 shut in gai tuiawf upwiam and rfiviaiew I M U tide apMiami ahaU be • MM ai Uu auwaaawfatwe"iuiii— aj uiuiid—*I3——yftV8; 
70 a— aliaal BBI at a dimi uiaigL, iihcihej puiaiuud bj Ouuatui a jiiii aueiiiLij ui Lj uuuklt aiiuiaiji. • •—•• •• »••-%« 
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ARTICLE IV 
inm ,'"'Wf^ 

1 _5 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for due r — M 1 ' ' m 

2 (including preliminary, supplemental, shut-m gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties 
3 in die proportion that the interest ot each Drilling Parry bears to the total interest ot oil Drilling Parties as such interests appear in Ex-
4 hibit "A". Operator shall make no charge for services rendered by its statf attorneys or other personnel in the performance of die above 

functions. 
6 

Each party shall be responsible ior securing curative matter ana oooiing amendments or agreements reauired in connecuon 
3 with leases or oii and gas interests contrioutea by such party. Operator snail be responsible for tne preparauon ana recoroing oi pooling 
9 designations or declarauons as weii as the conduct ot hearings Detore governmental agencies ior the securing oi soacmg or pooling orders.-

10 This shall not prevent any party trom appeann« on its own oehaif at ar.v such neanng. 
11 
12 No weil shall be drilled on the Contract Area unul alter <1) the tide to the driiisite or drilling unit has been examined as above 
13 provided, and (2) the ntie has been approved by the examining attorney or title has been accepted by all of the parnes who are to par-
14 ticipate in the drilling of the weil. 
15 
16 B. Loss of Title 
17 
18 1. railuiL ui -iiuuiu am <i.'. and tu UULH!II ui inut. or iiULiui i«i>em. it iciai twfwuiin t'niluM «ii m\i. m wuw iujj ruum in »' 
19 reduction of interest trom mat shown on Exhibit "A", die party contnouung tne aliened lease or interest shall have ninety (90) days 
20 trom final determination of tide failure to acquire a new iease or other instrument curing the ennrety of the tide failure, which arquisi-
21 tion will not be subiect to Arucie Vlll.B.. ana failing to do so. this agreement, nevertneiess. shall continue in force as to ail remaining oii 
22 and gas leases and interests: and. V / 
23 (a) The party whose oii and gas iease or interest is affected by the title failure shall bear aione the enure ioss arurit shail not be 
24 entitled to recover from Operator or the other parties any development or operating costs which it may have theretofojepaid or incurred. 
25 but there shall be no additional liability on its pan to the other parues hereto by reason of such title failure: / 
25 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from tne operauonyot the interest which has 
27 been lost, but the interests ot die parues shall be revised on an acreage basis, as of the time it is determined fiiully that ude failure has oc-
28 curred. so that the interest ot the party whose lease or interest is affected by the tuie failure wiil thereaifer be reduced in the Contract 
29 Area by die amount of the interest tost: / 
30 (c) If the proportionate interest of die other parttes hereto in any producing well theretoiore drilled on the Contract Area is 
31 increased by reason of the title failure, the pany whose titie has failed shall receive die proceedŝ attributable to uie increase in such in-
32 terest (less costs and burdens attributable thereto i until it has been reimbursed for unrecovered costs paid by it in connecuon with such 
33 weil: / 
34 (d) Should any person not a pany to this agreement, who is determined to be/die owner of any interest in the tide which has 
35 failed, pay in any manner any pan of die cost ot operauon. development, or equipment, such amount shall be paid to the party or parties 
36 who bore die costs which are so refunded: / 

37 (e) Any liability to account to a third party for prior production of/oti and gas which arises by reason of titie failure shall be 
38 borne by the pany or parties whose utie failed in the same proportionv'iri which they shared in such prior production: and. 
39 (f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of die interest 
40 claimed by any party hereto, it being tne imenuon of the panies hereto that each shall defend title to its interest and bear all expenses in 
41 connection therewith. / 
42 / 
43 2. Loss bv Non-Payment or Erroneous Payment /n Amount Due: If. through mistake or oversight, anv rentaL shut-in well 
44 payment, minimum royalty or royalty payment, is no/paid or is erroneously paid, and as a result a lease or interest therein terminates. 
45 there shall be no monetary liability against tne part/who failed to make such payment. Unless die party who failed to make die required 
46 payment secures a new lease covering the same interest within ninety (90) days from die discovery of die failure to make proper payment. 
47 which acquisition will not be subject to Artiofe Vlll.B.. the interests of the parues shall be revised on an acreage basis, effective as of the 
48 date of termination of die iease invoived^nd the party who failed to make proper payment will no longer be credited with an interest in 
49 the Contract Area on account of ownership of the lease or mterest which has terminated. In the event the pany who failed co nuke the 
50 required payment shall not have been fullv reimbursed, at the time of die ioss. from the proceeds of the sale of oii and gas attributable to 
51 the lost interest, rainilated on an acreage basis, for the development and operanng costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unrepovrrea actual costs theretoiore paid by it (hut not for its share of the cost of any dry hole previously drilled 
53 or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 
54 (a) Proceeds of on and gas. less operanng expenses, theretoiore ̂ accrued to the credit of the lost interest, on an acreage basis. 
55 up to the amount*!unrecovered costs: 
56 (b) Proceeds'. less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that poroon of 
57 oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease 
58 tertninatjoft. would be attributable to die lost mterest on an acreage basis, up to die amount of unrecovered costs, the proceeds of said 
59 portimrof die oii and gas to be contributed by the other panies in proportion to their respective interests: and. 
60 y \ c ) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is. or becomes, die owner of the interest 
61 Hit. Li mi (Jiiiiiiji ui pmuuiiuuiu in iin Cuuuuu rtim ui ULIUUUHL U uuni LU liiu ugllEUlUUl. 
62 
63 3. Other Losses: All losses incurred, mini liiuw uiuje JU iuiiui ii. luutiiu IV.B.l. anu IV,D.2 —un. shall be joint losses 
64 and shall be borne by all parues in proporaon to their interests. There snail be no readjustment of interests in the remaining pomon of 
65 the Contract Area. 
66 
67 
68 •--
69 . .- Tp-n: 
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1 ARTICLE V. 

2 OPERATOR 

3 
4 A. Designation and Responsibilities of Operator: 

6 BURLINGTON RESOURCES OIL & GAS COMPANY ^ ^ ^ 
7 Operator of the Contract Area, and shall conduct and direct and have lull control of all operauons on die Contract Area as permitted and 
8 required by. and within die limits of this agreement. It shall conduct all such operauons in a good and workmanlike manner, but it shall 
9 have no liability as Operator to die other parues for losses sustained or liabilities incurred, except such as may result from gross 

10 negligence or willful misconduct. 
11 
12 B. Resignation or Removal of Operator and Selection of Successor: 

13 
14 1. Resignation or Removal of Operator: Operator may resign at any ume by giving written nouce thereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
16 Operator. Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is piaced in receivership, by the 
18 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 alter excluding die voting interest of Operator. Such resienauon or removal shall not become effective until 7:00 o'clock A.M. on die 
20 first day of the calendar month following the expiration of ninety 1.90) days after the giving of notice of resignation by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the dudes ol Operator at an earlier 
22 date. Operator, after effective date of resignauon or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or structure of Operator or transter of Operator s interest to any single subsidiary, parent or successor corporation shall not 
24 be die basis for removal of Operator. 
25 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
2? the parues. The successor Operator shall be selected from the parues owning an interest in the Contract Area at the time such successor 
28 Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parues owning a majority interest 
29 based on ownership as shown on Exhibit " A " : provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based 

31 on ownership as shown on Exhibit " A " remaining after excluding the voting interest of the Operator that was removed. 

32 
33 C. Employees: 
34 
35 The number of employees used by Operator in .conducting operations hereunder, their selection, and the hours of labor and the 
36 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
39 
40 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
41 desires. Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 
42 rates in die area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
44 dependent contractors who are doing work of a similar nature. 
45 
46 
47 
48 
49 ARTICLE V I . 
50 DRILLING AND DEVELOPMENT 

51 
52 A. Initial Well: 

53 x or recoopietion 
54 On or before thf 1st day nf January , 19 9B . Operator shall commence the drilling of a well for 
55 oil and gas at die following location: 
5 6 Section 9, T31N-R10W 
57 San Juan County, New Mexico 
58 
59 ~ 
60 and shall thereafter continue the drilling of the well with due diligence to 

61 14,000' or depth sufficient to test the Pennsylvanian formation, 
62 whichever is the lesser depth 
63 
64 -. 
65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impractical, is en-
66 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. 
67 
68 Operator shall make reasonable tests of all formations encountered during drilling which give indication of containing oil and 
69 gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, in which 
70 event Operator shall be required to test only the formation or formations to which this agreement may apply. _ - — . / j ^ g ^ 
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ABHCLEVI 
imitiiiued 

1 If. in Operator's judgment, the weil will not produce oil or gas in paying quanuues. and it wishes to piug and abandon the 
weil as a dry hole, die provisions of Arucie VI.E.l. shall thereaiter appiy. i 

3 
4 
5 

B. Subsequent Operations: 

S i. Proposed Operauons: Should any party hereto aesire to anil anv weii on the Contract Area otner man tne weii provided 
^ for in Arucie VI.A., or to rework, deepen or plug back a dry hoie drilled at me joint expense of all parues or a weii iointiv owneo by ail 

10 the parties and not then producing m paying quanuues. the party Gesiring to anil, rework, deepen or piug back sucn a weil shail give die 
11 other parues written nouce of die proposed operation, specifying the work to oe pertormed. the locauon. proposed deoth. obiecuve forma-
12 rion ana the estimated cost of the operauon. The parues receiving such a nouce shall have thirty (30) days after receipt of the nouce 
13 within which to noufy die party wishing to do the work whether they eiect to parucipate in the cost of the proposed operauon. it a drill-
14 ing ng is on location, nouce of a proposal to rework, plug back or drill deeper mav be given by telephone and die response oenod shall be 
1 5 limited to wny-eight (48) hours, exclusive of Saturday. Sunday and legal holidays. Failure of a pany receiving such notice to repiy within 
16 the period above iixed shail consutute an election by that party not to parucipate in the cost of the proposea ooerauon. Any nouce or 
17 response eiven bv telephone shall be promptiv confirmed in wrttine. 
18 
19 
20 

-1 If all parties eiect to participate in such a proposed operation. Operator snail, within ninety (90) days after e.xpirauon oi the nouce 
-- penod of thirty (30) days tor as promptly as possible after the expirauon oi the torty-eight (48) hour penod when a drilling rig is on loca-
-3 tion. as tne case may bei, actually commence the proposed ooerauon and complete it with due diligence at the risk and expense oi ail par-
-4 ties hereto: provided, however, said commencement date may be extended upon wntten nouce of same by Operator to tne other panies. 
25 for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain 
26 permits from governmental authorities, surface rights (including rights-ot-wav i or appropriate drilling equipment, or to complete tide ex-
27 anunauon or curauve matter required for tide approval or acceptance. Notwithstanding the force maieure provisions ot Article XI. if the 
23 actual operation has not been commenced within die time provided (including any extension thereof as spewficaliv permitted herein i and 
29 if any party hereto suil desires to conduct said operauon. written nouce proposing same must be resubmitted to the other parues tn accor-
30 dance with die provisions hereof as if no prior proposal had been made. 
31 
32 
33 
34 2. Operations bv Less than All Parties: If any party receiving such notice as provided in Article VI.B.l. or VTf.D.l. (Option 
35 No. 2) elects not to participate in the proposed operation, then, in order to be enuded to the benefits of this Article, the pany or panies 
36 giving the notice and such other panies as shall etect to participate in the operation shall, within ninetv (90) days aiter the expiration of 
37 the nouce period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is 
38 on location, as die case may be) actually commence the proposed operauon and complete it with due diligence. Operator shall perform all 
39 work for the account of die Consenting Panies: provided, however, if no drilling rig or other equipment is on locauon. and if Operator is 
40 a Non-Consenting Pany. the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
41 tion for die account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
42 senung Panies. when conducting operations on the Contract Area pursuant to this Article VI.B.2.. shall comply with all terms and con-
43 ditions of this agreement. 
44 
45 
46 
47 If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of die applicable 
48 notice period, shall advise the Consenting Parties of die totai interest of the panies approving such operauon and its recommendation as 
49 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours 
30 (exclusive of Saturday. Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
31 ucxpation to such party's interest as shown on Exhibit " A" or (b) carry its proportionate pan of Non-Consenung Parties' interests, and 
52 failure to advise the proposing pany shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for 
53 such a response shall not exceed a total of forty-eight (48) hours iinclusive of Saturday. Sunday and legal holidays). The proposing party. 
54 at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision. 
55 
56 
57 
58 - The entire cost and risk of conducting such operations shall be borne by die Consenting Parties in the proportions they have 
59 elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep die leasehold estates involved.in such 
60 operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. 
61 If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their 
62 sole cost, risk and expense, if any well drilled, reworked, deepened or plugged back under the provisions of this Article results in a pro-
63 ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole cost and risk. 
64 
65 
66 
67 
68 
69 
70 
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ARTICLE VI 
coBStouod 

1 and the weil shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
2 ties. Upon commencement of operauons for die drilling, reworking, deepening or plugging back of any sucn well by Consenting Parues 
3 in accoroance with the provisions of this Arucie. each Non-Consenting Parry shail be deemed to have relinquished to Consenting Panies. 
4 and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting 
5 Parry's interest in the weil and share ot producuon therefrom unai the proceeds of the sale of such share, calculated at the well, or 
{> marxet vaiue thereot u such share is not sold, iafter deducting production taxes, excise taxes, royalty, overriding royalty ana other in

terests not excepted by Arucie III.D. payable out ot or measured bv the oroaucuon trom such well accruing with respect to such interest 
8 until it revertsi shail equal die totai of the following: 
9 
10 
11 
12 (a) 100% of each such Non-Consenung Pany's share of the cost of any newiy acquired surface equipment beyond the wellhead 
13 connecuons tinduding. but not limited to. stock tanks, separators, treaters. pumping equipment and piping), plus 100% of each such 
14 Non-Consenung Pany's share of the cost oi operanon ot the wed commencing with first production and conunumg unul each such Non-
15 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
16 Consennng Pany's share ot such costs and equipment will be that mterest which would have been chargeable to such Non-Consenung 
17 Party had it participated in the well from the beginning of die operations: and 
18 
19 
20 
21 (b) % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, tesung and completing. 
22 atter deducting any cash contnbutions received under Article VIILC. _-.d of that portion of the cost of newly acquired equip-
23 ment in the well (to and induding the wellhead connecuonsi. which wouid have been chargeable to such Non-Consenung Party if it had 
24 participated therein. 
25 
26 
27 
28 An elecuon not to parucipate in the drilling or the deepening of a well shall be deemed an eiecuon not to parucipate m anv 
29 re-working or plugging back operauon proposed in such a well, or portion thereof, to which the initial Non-Consent elecuon applied 

that is conducted at any ume prior to full recovery by the Consenting Parues of the Non-Consenung Party's recoupment grroimt Anv 
such reworking or plugging back operation conducted during the recoupment penod shall be deemed pan of the previous non-consent 
operauon on said weil and shail be added to the sums to be recouped by the Consenting Parties. If such a reworking or plugging back 
operauon is proposed during such recoupment penod. the provisions of this Article VLB. shall be applicable as between said 

33 Consenting Parties in said well. Similarly, an election not to parucipate in the completion or plugging back of a well «Ml be tr-d 
34 an election not to participate in a reworking operauon proposed in such weil. or portion thereof, to which the non-consent election 
35 applied, that is conducted at any time prior to full recovery by Consenting Parties of the Non-Consenung Party' s recoupment amount. 
36 
37 
38 
39 During die period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production, or the 
40 proceeds therefrom. Consenung Parties shall be responsible for the payment of all production, severance, excise, gathering and other 
41 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenung Party's share of production not excepted by Ar-
42 tide OLD. 
43 
44 
45 
46 In the case of any reworking, plugging back or deeper drilling operation, the Consennng Parties shall be permitted to use. free 
47 of cost, all casing, tubing and outer equipment in the well, but the ownership of all such equipment shall remain unchanged: and upon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equtp-
49 ment to die owners thereof, with each party receiving its proportionate pan in kind or in value, less cost of salvage. -
50 
51 
52 
53 Within sixty (60) days after die completion of any operation under this Article, the party conducting the operations for the 
54 Consenung Parties shail furnish each Non-Consenung Party with an inventory of the equipment in and connected to the well, and an 
55 itemized statement of the cost of drilling, deepening, plugging back, testing, completing, and equipping die well for production: or. at its 
56 option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
57 ings. Each month thereafter, during the ume the Consennng Parties are being reimbursed as provided above, the party conducting the 
58 operations ior the Consenting Parties shail furnish the Non-Consenung Parties with an itemized statement of all costs and liabilities in-
59 curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount of proceeds 
60 realized from the sale of the well's working mterest production during the preceding month. In determining the quantity of oii and gas 
61 produced during any month. Consenung Parties shall use industry accepted methods such as. but not limited to. metering or periodic 
62 weii tests. Any amount realized from the saie or other disposition of equipment newly acquired in connection with any such operation 
63 which wouid have been owned by a Non-Consenung Pany had it participated therein shall be credited against the total unreturned costs 
64 of the work done and of the equipment purchased in determining when the interest of such Non-Consenung Parry shall revert to it as 
65 aoove provided: and if there is a credit balance, it shail be paid to such Non-Consenung Parry. 
66 .: — rr* t 
67 , v r ~ \ 
68 * -': 
69 V : * ^ * ; ' 
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ARTICLE VI 
cMOtnwifri 

1 If and when the Consenting Panies recover from a Non-Consenting Party 's relinquished interest the amounts provided for above. 
2 the relinquished interests ot such Non-Consenung Party shall automatically revert to it. and. from and after sucn reversion, such Non-
3 Consennng Party shall own me same mterest in such well, the materiai and equipment m or pertaining thereto, and the production 
A therefrom as such Non-Consenung Party would have been entided to had it parnapated in the drilling, reworking, deepening or plugging 
5 back of said well. Thereafter, such Non-Consenung Partv shall be charged with and shail pay us proportionate pan ot the further costs of 
b the operauon of said weii in accordance with the terms of this agreement ana the Accounting Procedure attached hereto. 

3 
9 

10 Notwithstanding the provisions ot this Articie VI.B.2.. it is agreeu that without :.n.e muiuai consent ot ail panies. no weiis shall 
11 be completed in or produces, from a source ot suppiy irom which a weii Iocateo eisewnere on the Conuact Area is producing, uruess such 
12 weil conforms to the then-existing weii spacing pattern tor such source ot suppiy. 
13 
14 
15 
16 The provisions of this Arucie shall have no application whatsoever to the drilling of the initial well described in Arucie VI.A. 
17 except la) as to Article VII.D.1. (Option No. 2). if selected, or (b) as to tne reworkmg. deepening and plugging back of such initial well 
18 alter it has been drilled to the depth specified in Article VI.A. if it shall thereaiter prove to be a dry hole or. it initially completed for pro-
19 duction. ceases to produce in paytng quantities. 
20 
21 
22 V 
23 3. Stand-Bv Time: When a weii which has been drilled or deepened has reacned its authorized depth and all tests have been 
24 completed, and the results thereof furnished to the parues. stand-by costs incurred pending response to a party s nonce proposing a 
23 reworking, deepening, plugging back or camnieung operanon in such a weii shail be cnarged and borne as part oi the drilling or deepen-
26 ing operauon hist completed. Stand-by costs subsequent to ail panies responding, or expiration ot the response time permitted, whichever 
27 first occurs, and prior to agreement as to the participating interests of all Consenung Panies pursuant to the terms of the second gram-
23 maucai paragraph of Articie VI.B.2. shail be charged to and borne as part ot the proposed operauon. but if the proposal is subseauentiy 
29 withdrawn because oi insufficient participation, such stand-bv costs shall be ailocatea between the Consenting Parties in the proportion 
30 each Consenung Party's mterest as shown on Exhibit "A" bears to the totai interest as shown on Exhibit "A" of all Consenting Par-
31 ties. 
32 
33 
34 
33 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a 'Jeepening" operation shall 
36 also be applicable to any proposal to directionally control and intentionally deviate a well bam muni so as to change the bottom hole 
37 location (herein called "sidetracking"), uruess done to straighten the hole or to drill around iunk in the hole or because of other 
38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the 
39 affected well bore at die ume of the notice shall, upon electing to participate, tender to the well bore owners us proportionate share (equal 
40 to its interest in die sidetracking operation) of the value of that ponton of the existing well bore to be utilized as follows: 
41 
42 
43 
44 (a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basts of the actual costs incurred in 
45 the initial drilling of the weii down to the depth at which the sidetracking operauon is initiated. 
46 
47 
48 
49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well's 
50 salvable materials and equipment down to the depth at which the sideuacking operauon is initiated, determined in accordance with the 
51 provisions of Fxhibit " C * \ less the esumated cost of salvaging and the estimates cost of plugging and abandoning. 
52 
53 
54 
55 In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, die response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday. Sunday and legal holidays: provided, however, any party may request and 
57 receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time 
58 incurred during such extended response period. If more than one party elects to take such additional time to respond to die nonce, stand-
59 by costs shall be allocated between the parues taking additional time to respond on a day-to-day basis in the proportion each electing par-
60 ty's interest as shown on Exhibit "A" bears to die total interest as shown on Exhibit "A" of all the electing parties, in ail other in-
61 stances die response penod to a proposal for sidetracking shall be limited to thirty (30) days. 
62 
63 
64 
65 C. TAKING PRODUCTION IN KIND: 
66 • 
67 Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced from .die Contract Area. 
68 exclusive of production which may be used in development and producing operations and in preparing and treating oii and gas for 
69 marketing purposes and production unavoidably lost. Any extra expenditure incurred in die taking in kind or separate flisrwaiirm by any 
70 party of its proportionate share of the production shall be borne by sucn party. Any party taking its share of production in kind shall be 
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ARTICLE VT 
continued 

1 required to pay ior only its proportionate share ot such part or Operator s surface facilities which it uses. 
2 

3 Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in producuon from 
4 the Contract Area. and. except as provided in Article VII.B.. shad be enutied to receive payment direcdy from tne purchaser thereof for 
5 its share ot ail producuon. 
6 

In the event any party shall fail to make the arrangements necessarv to taice in kind or seoarateiv dispose oi ::s :rooortionate share ot 
3 the oii produced trom the Contract Area. Operator snail have tne right, suoiect to the revocauon at wiii bv tne carty owning it. but not 
9 'he obiigauon. to purchase sucn oil or seil it to otners at any time ana trom time to time, tor the account oi trie non-caking partv ac che 

10 best price obtainable in the area for such production. Any sucn purchase or sale by Operator snail be subiect aiways to tne right ot the 
11 owner of the producuon to exercise at any time its ngnt to take in kind, or separately dispose ot. its snare or ail oil not previously 
12 delivered to a purchaser. Any purchase or sale by Operator oi any other pany 's share ot oil shall be oniv tor sucn reasonable ceriods of 
13 time as are consistent with the minimum needs ot the industry under the particular circumstances, but in no event ior a period in excess 
14 ot one ti) year. 
15 
16 In the event one or more names' separate disposition ot its share of the gas causes spiit-stream deliveries to separate pipelines and/or 
17 delivenes which on a day-to-day basis for any reason are not exactly equal to a party 's respecuve proporuonate snare ot total gas sales to 
18 be allocated to it. the balancing or accounting between the respective accounts of the parties shail be in accordance with any gas balancing 
19 agreement between the parues hereto, whether such an agreement is aitacned as Exhibit " E " . or is a separate agreement. 
20 
21 D. Access to Contract Area and Information: 

">•> V 
•upon prior notification to the Operator 

23 Each party shall have access to the Contract Areaiat ail reasonable times, at its sole cost and risk to inspect or observe operauons. 
24 and shall have access at reasonable times to information pertaining to the development or operation thereot. including Operator's books 
25 and records relating thereto>Operator. upon request, shall furnish each ot the other parties with copies of ail forms or reports tiled with 
26 governmental agencies.tiaily drilling reports, weil logs, tank tables, daily gauge and run tickets and reports ot stocit on nand at the first of 
27 each montn. and shall (make available samples of any cores or cuttings taken from any well drilled on the Contract Area. The cost of 
28 gathering ana furnishingjinformation to Non-Operator, other than that specified above, shall be charged to tr.s Nun-Operator that re-
29 quests the imormauon. ^During d r i l l i n g , couplet i o n , and workover operations, access shal l be Uni ted to 
30 only those personnel d i r e c t l y involved i n performing the actual work. 
31 E. Abandonment of Wells: 
32 
33 1. Abandonment of Dry Holes: Except for any weil drilled or deepened pursuant to Article VI.B.2.. any well which has been 
34 drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday. Sunday and legal holidays) after receipt of notice of the proposal to piug and abandon 
37 such weii. such pany shall be deemed to have consented to the proposed abandonment. All such wells shall be piugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parues who participated in the cost of drilling or deepening 
39 such well. Any party who objects to plugging and abandoning such weil shall have the right to take over the well and conduct further 
40 operauons in search of oil and/or gas subject to the provisions of Articie VLB. 
41 
42 2. Abandonment of Wells that have Produced: Except tor any weil in which a Non-Consent operauon has been conducted 
43 hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a 
44 producer shall not be plugged and abandoned without the consent of all parues. If all parues consent to such abandonment, the well shall 
45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parues hereto, if. within 
46 thirty (30) days after receipt of notice of the proposed abandonment of any wed. all parties do not agree to the abandonment of such well. 
47 those wishing to continue its operation from the intervals) of die formationis) then open to production shall tender to each of the other 
48 parties its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of 
49 Exhibit "C ' \ less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
50 the non-abandoning parties, without warranty, express or implied, as to tide or as to quantity, or fitness for use of die equipment and 
51 material, all of its interest in die weii and related equipment, together with its interest in the leasehold estate as to. but only as to. the in-
52 tervtl or intervals of the formation or formations then open to production. If tha intern mf tha abandianing.pirry u nr inrlurfat in nil and 
53 gM intararti imh pany ihall aaaa«n m i ithvtr n aha nan daniiig ptwr P — • an ail and gat iaaia, limited to tha internal or in. 
54 wrwto ef the formation er famwwna then eetn la awduwiam iei a mm ti ana (1) yaar and tn Inng rhrrrairrr at nil anrlfnr gn ii pro-
55 ringed frnm she kwaawl »* mwmtm ef Uu iawwauan mt lewmieiu tevttti ihettay, tush l a w la ba an rht form irrirhad if Fnhihit • 
56 
57 
58 
59 — 
60 -.: 
61 
62 
63 
64 
65 H 
66 — • 
67 
68 • - ' 
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ARTICLE VI 
connnueci 

1 ****** The assignments or ieases so limited shall encompass the ' 'drilling unit'' upon which the well is located. The payments by. and the 
2 assignments or ieases to. the assignees shall be in a ratio oased upon me relationship ot their respecuve percentage ot paructpation in the 
3 Conmct Area to tne aggregate ot the percentages of oaracvoanon in the Contract Area of ail assignees. There snail be no readiusunent of 
^ interests tn the renaming poruon of the Contracr Area. 
«i 

° Tr.ereaiter. acandonmg parties shaii have no turtner rasrcnsibiiitv. liability. JI interest in the uoeration ot or production ircm 
:nc wen tn the interval or intervals then oocn otner tnar. :.-.e revalues retained in anv iease made unuer the terms ot tnis Articie. Upon re-

"* cucst. Operator snaii continue to operate tne assigned wen ior the account ct tne non-aDanconing parties at :rx rates and charges con-
n temoiatea bv this agreement, pius anv additional tost ana cr.araes w-nxn mav arise as tne result ot the separate owncrsnio ot the assigned 

10 wi-ii. L':on proposed abandonment c: tne oronucinc :ntervai:si assigned or leased, the assignor or iessor snaii then nave tne option to 
11 repurchase its prior interest m the weil (using tne same vaiuauon tormuiai ano participate in further operauons therein suoiea to tne pro-
12 visions nereoi. 
13 
l-i } Abandonment of Non-Consent Operations: Tr.z srovisions ot Articie VT.E.l. or VI.E.2. above shail be applicable as between 
15 Consenting Parues in me event ot me proposed abandonment ot any weii excepted from said Articles: provided, however, no weil shall be 
16 permanently plugged and abandoned unicss and untii ail carties having tne right to conduct further operauons therein have been notified 
17 oi tne proposed abandonment ana afforded the opportunity to eiect to take over the weii in accordance with tne provisions of this Arucie 
18 VI.E. 
19 
20 ARTICLE VII. 
21 EXPENDITURES AND LIABILITY OF PARTIES 
22 V 
23 A. Liability of Parties: 
24 
2' The liability of the parues shall be several, not loint or collective. Each party shall be responsible oniv tor tts obligauons. and 
26 shall be liable oniv for its proportionate snare oi the costs ot developing anc oocraung the Contract Area. Accordingly, the liens granted 
2"1 among tne parues m Article VII.B. are given to secure oniv the debts of each severally. It is not the intention of the parues to create, nor 
28 snail mis agreement be construed as creating, a mining or otner partncrsnip or asxociauon. or to render mc rarttcs liable as partners. 
29 
30 B. Liens and Payment Defaults: 
31 
32 Each Non-Operator grants to Operator a lien upon its oil and gas rights tn the Contract Area, and a security interest in its share 
33 oi oil and/or gas when extracted and its interest in all equipment, to secure payment of its share ot expense, together with interest thereon 
34 at the rate provided in Exhibit "C". To the extent that Operator has a security interest under the Uniform Commercial Code of the 
33 state. Operator shall be enutied to exercise the rights ano remedies ot a secured party under the Code. Tne bringing ot a suit and the ob-
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise aitect the lien 
37 rights or security interest as security for the payment tnereof. In addition, upon default by any Non-Operator in the payment of its share 
38 oi expense. Operator shall have the right, without pretudice to other rights or remedies, to collect from the purchaser the proceeds from 
39 the saie of such Non-Operator's share of oil and/or gas unul the amount owed by such Non-Operator, plus interest, has been paid. Each 
40 purchaser shall be entitled to reiy upon Operator s written statement concerning the amount of any default. Operator grants a like lien 
41 and security interest to the Non-Operators to secure payment of Operator 's proportionate share of expense. 
42 
43 If any party fails or is unable to pay its share oi expense within sixty y(Xf\ days alter rendition ot a statement therefor by 
44 Operator, the non-defauiting panies. including Operator. shalL upon request by Operator, pay the unpaid amount in die proportion that 
43 the interest of each such party bears to the interest ot ail such parties. Each pany so paying its share of the unpaid amount shalL to obtain 
46 reimbursement thereof, be subrogated to the security nghts described in the foregoing paragraph. 
47 
48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses incurred in the development 
51 and operauon of die Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
52 tionate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder. 
53 showing expenses incurred and charges and credits maoe and received. 
54 \ 
55 Operator, at its election, shall have the right from ume to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the estimated amount of the expense to be tncuned in operations hereunder during the next succeeding 
57 month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 
58 with an invoice for its share thereof. Each such statement and invoice for die payment in advance of estimated expense shall be subrnined 
59 on or before the 20th day of the next preceding month. Each parry shall pay to Operator its proportionate share of such estimate within 
60 fifteen (15) days after such estimate and invoice is received. If any pany fails to pay its share of said estimate within said time, the amount 
61 due shall bear interest as provided in Exhibit "C" unui paid. Proper adjustment shall be made monthly between advances and actual ex-
62 pense to the end that each party shall bear and pay tts proportionate share of actual expenses incurred, and no more. 
63 
64 D. Limitation of Expenditures: _ 
65 _1 
66 1. Drill or Deepen: Without me consent ot all oaroes. no well shall be drilled or deepened, except anv well drilled or deepened 
67 pursuant to me provisions of Artide VI.B.2. of this agreement. Consent to the drilling or deepening shail indude: 
68 
69 
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3 
4 G5 Option No. 2: All necessary expenditures ror the drilling or deepening and tesung of die well. When sucn well has reached its 
5 ' authorized depth, and ail tests have been completed, and the results thereot turnished to the parues. Operator shall give immediate nouce 
6 to the Non-Operators wno have the nght to participate m the completion costs. The parues receiving sucn notice shall have torty-eight 
" (481 hours lexciusive of Saturaav. Sunday and legal holidavsi in which to eiect to parucipate in the setting ot casing and the completion at-
8 tempt. Such eiecuon. wnen made, shail include consent to aii necessarv expenditures ior the completing and eouippmg o: sucn weil. in-
9 eluding necessarv tankage and/or suriace facilities. Failure ot any partv receiving sucn nouce to repiy within the oeriod above nxed shall • 

10 consutute an eiecuon by tnat pany not to parucipate in the cost ot the completion attempt. If one or more, but iess man ail oi the panies. 
11 elect to set pipe and to attempt a completion, the provisions ot Arucie VI.B.2. hereof ithe phrase '"reworking, deepening or plugging 
12 back" as contained in Arucie VI.B.2. shail be deemed to include ' 'completing'') shall appiy to the operauons thereafter conaucted by less 
13 than all parties. 
14 
13 2. Rework or Plug Back: Without the consent of ail parues. no weil shail be reworked or plugged back except a weii reworked or 
16 plugged back pursuant to me provisions of Arucie VI.B.l of this agreement. Consent to die reworking or plugging back of a well shall 
17 include ail necessary expenditures in conducting such operauons and compieung and equipping of said weil. including necessary tankage 
18 and/or surface facilities. 
19 
20 3. Other Operaoons: Without tne consent of all parues. Operator shall not undertake anv single protect reasonablv estimated 
21 to reqmrean expenoiture m excessni Twenty Five Thousand & no/100 rvu.r*,s 25,000.00 • 
22 except in connection with a well, the drilling, reworking, deepening, compieung. recompieting. or plugging back of which has been 
23 previously authorized by or pursuant to this agreement: provided, however, that, in case of explosion, tire, flood or otner sudden 
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parues. If Ouuuiui UILUIUU mi uuu'imm iur miptioiuun. uiFITi iur in B«H UJL. Outi'iiiot swall fumiiii uny r-u.n uunuiui ju H.L|UBU1UU" 

27 ••"' " ' " [ ' . ' J ' f " ' n i i n i i i m i i n i — r n m l m ^ ^ w — . 
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29 
30 H. Rentals. Shut-in Well Payments and Minimum Royalties: 
31 
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any iease shall be paid by the 
33 party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
34 tributed interests in the same iease to this agreement, such panies may designate one of such panies to make said payments for and on 
35 behalf of all such parties. Any pany may request, and shall be emitted to receive, proper evidence of all such payments. In the event of 
36 failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to continue the iease m force, any ioss which results from such non-payment shall be borne in accordance with the pro-
38 visions of Article IV.B.2. 
39 
40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production 
41 of a producing gas weil. at least five (5) days (excluding Saturday. Sunday and legal holidays), or at the earliest opportunity permitted by 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify 
43 Non-Operator, the ioss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in weil payment 
44 shall be borne jointly by the parues hereto under the provisions of Article IV.B.3. 
45 
46 F. Taxes: 
47 
48 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad valorem taxation all property 
49 subiect to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 
30 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator f̂ormation as to burdens (to indude. but not 
51 be limited to. royalties, oveiriding royalties and production payments t on leases and oil and gas interests contributed by such Non-
52 Operator. II the mnarri valuation of any leasehold estate n reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or 
54 owners of such leasehold estate, and Operator shail adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
33 tion. If the ad valorem taxes are based in whole or in pan upon separate valuations of each party s working mterest. then notwithstanding 
56 anything to the conuary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax 
37 vahte generated by each pany's working interest. Operator shall bill die other parties for their proportionate shares of ail tax payments in 
58 the manner provided in Exhibit "C*. 
39 
60 If Operator considers any tax assessment improper. Operator may. at its discretion, protest within the time and manner 
61 prescribed by law. and prosecute die protest to a final determination, unless all panies agree to abandon the protest prior to final deter-
62 miration. During the pendency of administrative or judicial proceedings. Operator may elect to pay. under protest, all such taxes and any 
63 interest and penairy. When any such protested assessment shall have been finally determined. Operator shall pay the tax for the joint ac-
64 count, together with any interest and penalty accrued, and the totai cost shall then be assessed against the panies. and be paid by them, as 
65 provided in Exhibit "C". _T_ 
66 
67 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed uponorwith respect to 
68 the production or handling of such party's share of oil and/or gas produced under the terms of this agreement. ' *- * " 
69 v . c $ n / * , 
70 
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ARTICLE VII 
conunued 

1 G. Insurance: 

2 
3 At ail times while operations are conducted hereunder. Operator shail compiy with the workmen s compensation law of 
4 the state r̂.ere the operadons are being conducted: provided, however, that Operator may be a self-insurer tor liability under said com-
1 pensauon laws in which event the oniv charge that shall be maae to the joint account shail be as provided in Exhibit "C". Operator shail 
'1 jiso carrv rr provide insurance tor the beneut ot tne roint account ot the parties as outlined in Exhibit "D". jttacned to ana maae a part 

r.ereoi. Operator shall require ail contractors ensagea m worit on or ior the Contract Area to comoiy with the wornmen s compensation 
5 ot tne state where the operauons are ceing conauctea ana to maintain sucn otner insurance as Operacor mav reamre. 
9 

10 in the event automobile public liability insurance is specified in said Exhibit "D". or subseouentiy receives the approval oi the 
11 parues. no cirect charge shall be maae bv Operator tor premiums paid ior sucn insurance for Operator 's automotive eauipment. 

12 
13 ARTICLE VIII. 

14 ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST 
15 
16 A. Surrender of Leases: 
i7 
18 The leases covered by this agreement, insofar as thev embrace acreage in the Contract Area, shall not be surrendered in whoie 
19 or in part unless all parues consent thereto. 
20 
21 However, should any pany desire to surrender its interest in any iease or in any poruon thereof, and the otner parues do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty ot titie. ail of its interest in 
23 such lease, or poruon thereof, and any well, material and equipment which may be located thereon and anv rights in production 
24 thereatter secured, to the panies not consenting to such surrender. If tha iniereoi ot the asoinmne puny in or inciuiies an oii »mi gas m 
25 toftit. ihe assigning pany shall uneeme ana deliver to »hc party or parues net consenting to such surrender an oii and gas iease coverwtf • 
26 iueh oil aiia gas interest for a term oi one i l'i your and oo ion* thereafter as oii and/or gas ts producao from the iano covered thereby, such 
27 luasa IO oo on ihe form aitachod huroto as exhibit 'fi". Upon such assignment or iease. the assigning party shail be relieved from all 
28 obligauons thereafter accruing, but not theretoiore accrued, with respect to the interest assigned or ieased and the cperauon ot anv well 
29 attnbutable thereto, and the assigning party shall have no iurther interest in the assigned or leased premises and its eauipment and pro-
30 duction other than the royalties retained in any lease made under the terms ot this Article. The party assignee or iessee shall pay to the 
31 party assignor or lessor the reasonable salvage value ot the latter s interest in any wells and equipment attributable to the assigned or leas-
32 ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit " C " . less the estimated cost of 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one pany. the interest 
34 shall be shared by such parties in the propomons that the interest of each bears to the total interest of all such parnes. 
35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering 
37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area: and the acreage 
38 assigned, leased or sunendered. and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of mis 
39 agreement. 

40 
41 B. Renewal or Extension of Leases: 
42 
43 U any party secures a renewal of any oil and gas lease subiect to this agreement, all other panies shall be notuied promptly, and 
44 shall have the right for a penod of thiny (30) days following receipt of such notice in which to elect to parucipate in the ownership of the 
45 renewal lease, insofar as such lease aifects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
46 portionate shares of the acquisition cost allocated to that pan of such lease within the Contract Area, which shall be in proporuon to the 
47 interests held at that time by die parties in the Contract Area. 
48 
49 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 
50 who elect to participate therein, in a ratio based upon the relationship of their respective percentage of parucipauon in the Contract Area 
51 to die aggregate of the percentages of parucipauon in the Contract Area of all parties participating in the purchase ot such renewal lease. 
52 Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement. 
53 
54 Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 
55 by the acquiring party. 
56 
57 The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease 
58 or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor iease. or taken or 
39 contracted for within six (6) months after die expiration of the existing lease shall be subject to this provision: but any lease taken-or con-
60 tracted for more than six (6) months after the expiration of an existing iease shall not be deemed a renewal lease and shall not be subject to 
61 the provisions of this agreement. 
02 . _ 

63 The provisions in this Article shall also be applicable to extensions of oil and gas ieases. 
64 . ; ; 
65 C. Acreage or Cash Contributions: 
66 U 
67 VYhfle this agreement is in force, if any parry contracts for a contribution of cash towards the drilling of a well or any. other 
68 operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation-and shall be 
69 applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party WwheB tale con-
70 tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to die Drilling Parties tnthe'iirrajliMii i 

k lut tKM*: . i 
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ARTICLE V m 
cutiliiiiiefi 

1 said Drilling Pardes shared tne cost of drilling the well. Such acreage shall become a separate Contract Area and. to the extent possible, be 
2 governed by provisions identical to this agreement. Each party shall promptly notify ail other parties of any acreage or cash contributions 
3 it may obtain in support ot any well or any other operauon on die Contract Area. The above provisions sruii also be applicable to op-
4 tionai rights to earn acreage outside die Contract Area which are in support of a weil drilled inside the Contract Area. 
3 
ft If any pany contracts for anv consideration relating to disposition ot such party 's share ot substances produced hereunder, such 

consmerauon shail not be deemed a contriouuon as contemplated in this Articie VIII.C. 
S 
9 D. Maintenance of Uniiorm interest: 

10 
11 for the purpose oi maintaining uniformity oi ownership in the oil and gas leasehold interests covered by this agreement, no 
12 partv shall sell, encumber, transfer or maxe otner disposition of its interest in the ieases emoraced within the Contract Area and in wells. 
13 equipment and production unless such disposition covers either: 
14 
15 1. the entire interest of the party in ail leases and equipment and producuon: or 
16 
17 2. an equal undivided interest in ail leases and equipment and production in the Contract Area. 
18 
19 Every such sale, encumbrance, transter or other disposition made by any party shall be made exprcssiv subject to this agreement 
20 ana shall be made without prqudice to tne right of the other parues. 
21 
22 If. at any time the interest of any party is divided among and owned by four or more co-owners. Oserator. at its discreuon. may 
23 reauire such co-owners to appoint a single uustee or agent with full authonty to receive nonces, approve expenditures, receive billings for 
24 ana approve and pay such party 's share oi the joint expenses, and to deal generaily with, and with power to bind, the co-owners of such 
25 party 's interest within the scope of the operations embraced in this agreement: however, all such co-owners shall have the nght to enter 
26 into and execute all contracts or agreements tor the disposition of their respective shares ot the od and gas produced from die Contract 
27 Area and they shall have tne right to receive, separately, payment of the sale proceeds thereof. 
28 
29 E. Waiver of Rights to Partition: 
30 „ 
31 If permuted by the laws of the state or states in which the property covered herebv is located, each pany hereto owning an 
32 undivided interest in die Contract Area waives any and all rights tt may have to partiuon and have set aside to it in severalty its undivided 
33 interest therein. 
34 
33 Fi Pt»(atamiai flight ta P»rthnMi 

3ft 

W ! Z T "° m i n i a ™"°" ""-rnnuju* proposed sale wruch shall induU^ n ^ \ n i i ^ o the 
purouser (who mutt be ready, w.ll.n, and able to pufchaset. the purchase price, and ail other term, of the offer. The o S ^ a S u then have an 

\ \ W " n o r "« h t - for a period of ten (10) day, anerrece.pt of ihe nouce, to purchase on tie s*w lerm, 
-It) proposes to sell: and. if thia onuonai ri*ht .« ,T,™„< l K . « !!.„ ««n««|ijaH!onion» tne interest which the other pan 
41 nrre s tils :.s£8ht * cxemT- *e >™ 

hear, to the total mterest of ail purchasing panies. However, there shall be no prjafimrmffnght to purchase in those easawnen anv B«LJ~ZL,' 
Ad L i t e ^ i ™ ^ ^ ° | " * " ^ 5 B J f t * < r t ^ ^ < ^ "Change, « conveyance with a rcuuned production payment, or ia required to tdl/aaign iu 

T ^ ^ ^ P ^ ^ ^ ^ ^ * ^ t ° m ™ U ̂ ' ^ V U I F ' s h*" n w «* to any parry'5 where iucXanV 
45 ^ L i S ^ » ^ 1 ^ t h a n >Q%. Forpurpc^thU An.de VIII F . . . W ^ 
46 — ~ — _ 
47 ARTICLE IX. 
48 INTERNAL REVENUE CODE ELECTION 

s49 
30 This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association 
51 for profit between or among the parties hereto. Notwimstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a parmership. if. for federal income tax 
53 purposes, this agreement and die operauons hereunder are regarded as a parmership. each party hereby affected elects to be ryjjtried 
54 from the application of all of the provisions of Subchapter "K", Chapter-l.Subtide "A", of the internal Revenue Code of 49*A. as per-
55 mttted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
56 ecute on behalf of each party hereby affected such evidence of this election as may be required by die Secretary of the Treasury of the 
57 United States or the Federal internal Revenue Service, mduding specifically, but not by way of limitation, all of the returns, statements. 
58 and the data required by Federal Regulauons 1.761. Should there be any requirement that each party hereby affected give further 
59 evidence of this election, each such pany shall execute such documents and furnish such other evidence as may be required by the 
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such parry shall give any notices or take any other 
61 action tn consistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract 
62 Area is located or any future income tax laws of thê uxed States contain provisions similar to those in Subchapter "K", Chapter 1. 
63 Subtide "A", of the internal Revenue Code of 405g unaer which an eiecuon similar to that provided by Section 761 of the Code is per-
64 mined, each party hereby affected shall make such elecuon as may be permitted or required by such laws, in making the foregoing eiec-
65 tion. each such party sates tnat the income derived by sucn pany from operations hereunder can be adeuuately determined without the 
66 computauon of parmership taxable income. .. 77"—. —s 
67 • '. 
68 
69 
70 
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{ ARTICLE X. 

2 CLAIMS AND LAWSUITS 
3 
4 Operator may settle anv single uninsured third pany damaae ciaim or suit arising from operauons Hereunder if the expenditure 
5 docs not Twenty F i v e Thousand R No/100 Dollars 

> 25 ,000 .00 u the payment is in comoiete settlement oi such ciaim or suit. If the amount recutrea ior settlement ex
ceeds mc aoove amount, the panies hereto shail assume ano take over tne iurther handling ot the ciaim or sun. uniess sucn authontv is 

< Jiieuatea to Operator. All costs anu expenses ot hanoiina. settling, or otnerwise discharging sucn ciaim or suit shall be at tne joint ex-
9 pense ot the writes oarnapating in tne ooerauon trom wnich the ciaim or suit arises, if a claim is maae against anv party or it any party is' 

10 <ticu on account oi anv matter arising from operations nereunaer over wnich sucn individual has no control because ot the rights given 
11 Operator by this agreement, such pany shail immeuiateiv nottfv all other parties, and the claim or suit shall be treated as any other claim 
12 or suit involving operauons hereunder. 
13 

U ARTICLE XI. 

15 FORCE MAJEURE 

16 
17 If any pany ts rendered unable, wholly or in pan. by torce maieure to carry out its obligauons under this agreement, other than 
18 the obligation to make money payments, that party shall give to all other parties prompt written notice ot the force maieure with 
19 reasonably full pantcuiars concerning it: thereupon, the obligauons ot the pany giving the notice, so tar as tnev are affected by the force 
20 maieure. shall be suspended during, but no longer than, the conunuance ot the force maieure. The affected party shall use ail reasonable 
21 diligence to remove the force maieure situauon as quickly as pracucable. 
22 
23 The requirement that any force maieure shall be remeoied with ail reasonable dispatch shall not require the settlement of strikes. 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes: how all such difficulties shaii he handled shall be entirety 
25 wunin the discreuon of the party concerned. 

26 
27 The term "force maieure". as here employed, shall mean an act of God. strike, lockout, or other industrial disturbance, aa of 
28 'he public enemy, war. blockade, public riot, lightning, tire, storm, flood, explosion, governmental actton. governmental delay, restraint 
29 nr inacuon. unavailability oi equipment, and anv otner cause, whether ot the kind specifically enumerated above or otherwise, which is 

30 not reasonably within the control of the party claiming suspension. 

31 
32 ARTICLE XII. 
33 NOTICES 
34 
35 All nonces authorized or required between the panics and required by any of the provisions of this agreement, unless otherwise 
36 specifically provided, shall be given tn writing by maii or telegram, postage or charges prepaid, or by telex or teiecopier and addressed to 
37 the parues to whom the nouce is given at the addresses listed on Exhibit "A". The onginaang nouce given under any provision hereof 
38 shall be deemed given only when received by the pany to whom such nouce is directed, and the ume for such pany to give any notice in 
39 response thereto shall run from the date the originaung nouce ts received. The second or any responsive notice shaii be deemed given 
40 when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party 

41 snail have the right to change us address at any time, and from time to ume. by giving wntten nouce thereof to all outer parues. 

42 

43 ARTICLE XIII. 

44 TERM OF AGREEMENT 

45 
46 This agreement shaii remain in full force and effect as to the oil and gas ieases and/or oil and gas interests subiect hereto for the 
47 period of time selected below: provided, however, no party hereto shail ever be construed as having any nght. titie or interest m or to any 
48 '-ease or oil and gas interest contributed by any other party beyond the term of this agreement. 

49 
50 Option No. 1: So long as any of the oil and gas ieases subiect to this agreement remain or are continued in force as to any pan 
51 of the Contract Area, whether by production, extension, renewal or otherwise. 

32 
53 Option No. 2: In the event the well described in Article VliA.. or any subsequent well drilled under any provision of this 
34 agreement, results in producuon of oil and/or gas tn paying quantities, tilts agreement shall continue in force so long as any such well or 
55 wells produce, or are capable of production, and for an additional period of 9 0 days from cessation of all production: provided, 
56 however, if. prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
57 ing. plugging back, testing or attempting to complete a well or wells hereunder, this agreement shail continue in force until such opera-
58 tiora have been completed and if production results therefrom, this agreement shail continue in force as provided herein, in the event the 
59 weii described in Article VI.A.. or any subsequent well drilled hereunder, results in a dry hole, and no other weil is producing, or capable 
60 of producing oii and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-
61 ing operations are commenced within 9 0 days from the date of abandonment of said well. 
62 
63 It is agreed, however, that the termmauon of this agreement shall not relieve any party hereto from any liability which has 
64 accrued or attached prior to the date of such termmauon. 
63 _ ~ ; 
66 - ; 

67 

69 " W 
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1 ARTICLE XIV. 

2 COMPLIANCE WITH LAWS AND REGULATIONS 
3 
4 A. Laws, Regulations and Orders: 
5 
6 This agreement shall be subject to the conservation laws oi the state in which the Contract Area is located, to the valid rules. 
7 regulations, and orders ot any duiv constituted rcguiatory body oi said state: ami to all other applicable federal, state, and local laws, or-
8 finances, rules, regulations, and orders. 
9 

10 D. Governing Law: 
11 
12 This agreement and ail matters pertaining hereto, including, but not limited to. matters ul performance. n u n1 , e ,' ,<jri£iao^g x]'ry^ri { i c o 

13 remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law oi the state m-wmcrr 
14 OflTGnniriiUL Arm Ui lumru. u thi' vjuniraTT7\TC3Ts*iTT iwu ui wui u sum, iiirsnroi tut.' MJIL1 HI 
15 slwiHjovern. 
16 
17 C. Regulatory Agencies: 
18 
19 Nothing herein contained shall grant, or be construed to grant. 0|>eraior the right or authority to waive or release any rights. 
20 privileges, or obligations which Non Operators may have under tcileral or state laws or under rules, regulations or orders promulgated 
21 under such laws in reference to oil, gas an»( mineral uperalions. including the location, operation, or production ot wells, on tracts olfset-
22 tmg or adjacent to the Contract Area. 
23 
24 With respect to operations hereunder. Non-Operators agree to release Operator trom any and all losses, damages, injuries, claims 
25 and causes of action arising out of, incident to or resulting directly or indirectly Irom 0|>eraior's interpretation or application ol rules. 
26 rulings, regulations or orders ol the Department of Energy or predecessor or successor agencies to ihe extent such uuerpn-i nion or ap-
27 plication was made in good iaith. luicli Non Operator further agrees to reimburse 0|K-rator lor any amounts applicable u> sueli Non-
2H Operator's share ol prtxiiiclion ihal Operator may l>e required to refund, rebate or pay as a result of such an incorrect interpretation or 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation <»r application. 
30 
31 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 
32 of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Ci udo Oil Windfall Profit Tax Aa 
33 o( 1980". as same may be amended from time to time ("Act"), and any valid regulations or rules which may be issued by the Treasury 
34 Department from time to lime pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information 
35 which is required to lie furnished by said Act in a timely manner and in sufficient detail lo permit compliance with said Aa. 
36 
37 ARTICLE XV. 

38 OTHER PROVISIONS 
)9 
40 A. Failure of any pany lo execute ihU agreement thall nol render it ineffective a* lo my pany which does execint ihe ume. If 
.. counicrpana to Uuaaa/euuuii art executed, ihe signatures and acknowledgment! of ihe parties, affixed thereto, may be combined by 

Operator m, and treated and given eiTed for ail purposes as a single mxtrumcrU- This agreement also mty be ratified by separate 
42 uatntment referring hereto, each of which shall have the effect of the original agreement and of adopting by reference all of the 
4} provtsiortt henin contained. 

44 
B. Notwithstanding anything to die contrary in Article VI.B.2. or V1I.D.2.. Uie share of production from a weil which non-consenting 

45 panies shall be deemed to have relinquished lo consenting parues in any reworking; deepening, plugging hack or completing of a 
46 well; (as such terms an defined and used in Article VI.B.2. and Article VH.D.2.) shall be (he notvconscming panties' share of 

production only from the interval or intervals of the formauon er formauons from which producuon is obtained or increased aa a 
result of Ihe operations in which the tun-consenting parues did not participate. In uie event a subsequent operauon it proposed for 
such well by one or more consenung panies prior to recovery of all costs and penalties recoverable from Ihe relinquished interest of 

49 non consenting party in said interval or formauon, non-conseniing pany shall be entitled to parucipate therein to the extent of its 
interest prior lo rclinquishmcnL 

47 
48 

50 

" C Notwithstanding anything contained hereinabove lo Ihe contrary, non-operators may elect to be carried as a non-consenting ps/ty, 
52 in Ihe initial well lo be drilled or recompleted hereunder. The non-consenting penalty provisions of Article VI.B.2a. and b. shail be 
5 3 applicable except that for purposes of calculating payout on the initial well, if it is a New Mexico Fruitland Coal well, and only if, the 
54 'MaO.Vigure on lines 21 and 22 of Article VT.B.2b. shall be replaced wilh the figures "236%". All other wells remsin al AOO% \ 

33 O. Notwithstanding anything to die contrary contained in Article VII.D, each party (contributing pany) contributing a lease or 
56 leasts (original lease) to this agreement shall have die option, but not the obligation, at any time prior lo and for sixty (60) days after 
. the expiration of Ihe original lean lo renew such lease and lo alone bear Ute cost and expense thereof and thereby maintain its nght, 

title and interest in Ihe tract or tracts included in the original lease and ihe renewal thereof. If mora than one party owns an interest in 
58 the original lease, ihe option granted herein shall inure lo die benefit of such parties jointly and severally. If any pany hereto other 
59 than the oomnhming pany (renewing party) renews the lease at any ume. the renewing party thall furnish the conirtbuiing pany an 
£0 hnmrrrri statement of the total cost and expense incurred in acquiring such renewal lease. The contributing party thall have sixty 

(60) days after the receipt of such itemized statement to reimburse the renewing party in full If the contributing party makes such 
61 remsbursernent. it thall receive from the renewing party an assignment, subject to this agreement, of all right, title and interest in and 
62 lo the renewal lease, if the conmbuting pany either renews such lease al IU expense, or fully reimburses the renewing party, the 
i i parties' interests hereunder in ihe Contract Area shall remain unchanged. If the contributing pany exercises neither of ihe options 

provided above it thall thereby forfeit its right under this Article XV.D.. as to such renewal lease and the renewal lease shall 
64 thereafter be subject lo all the terms snd conditions of Article VH.B. hereof. This Article XV.D. shall apply in like manner to 
65 extension* of lease. 
66 
67 
68 
69 
70 

E. This Operanng Agreement shall supersede and replace any previous Operating Agreements governing the depths covered in Ihe 
Contract Area shown on Ihe Exhibit "A". 
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ARTTCT.F.XV 
OTHER PRO VISIONS 

Through mutual consent the parties hereto may elect to 1) convert any well drilled hereunder to a disposal well 
or my other valuable use, or 2) convey any weil drilled hereunder and associated facilities and equipment to 
another party or group of parties and the parues hereto shall share in the value received and the costs borne due 
to such conversion or conveyances as the parties1 interest is set forth in Exhibit "A": except in any well drilled 
bercamder in which a party or parues went non-consent in the drilling of such well and the producuon from such 
well has not equaled the percentage of costs related to such weil provided in Arucie VI.B.2.. the approval of 
such conversion or conveyance is required only by the Consenung Parties, and costs borne and the vaiue received 
due to such conversion or conveyance shall be snared by the Consenting Parties m accordance with their cost 
bearing share of the drilling of such well. 

PRIORITY OF OPERATIONS 

If at any ftm* there is more than one ĉ craiion proposed in rannecaon with any well subject to this agreement. 
thmt uruess all Consennng Parties agree on the sequence of such operauon. such rjroposals shall be cormdered 
and disposed of in the following order of priority: 

(1) A proposal to do aMuonal logging, conng or tesung; 

(2) A rjroposai to deepen the well to "authorized depth" if logging and testing in option (1) above indicate 
the well has not reach authorized depth and format!mi 

(3) A proposal to attempt to complete the well at the authorized depth in the manner set forth in the AFE 
(i.e., in accordance with stimulation and other completion programs set forth in AFE); 

(4) A proposal to attempt to complete the well at the authorized depth in a rnarmer different than as set 
forth in the AFE; 

(5) For a horizontal well, a proposal to extend the length of the lateral drain hole for a specified number of 
feet in the direction it is drilling with priority given to the shortest rirlrlirirmal length proposed by any of 
the Consenting Parties; 

(6) For a horizontal weil. a proposal to drill a new lateral drain hole in a different direction at the 
wtii«hflny|r<fi depths 

(7) For a horizontal well, a proposal to drill a new lateral drain hole a afferent depth, with priority given 
in •ttmrlmg order to objectives above the ainhorized depth, and then in drscrnrlmg order to 
objectives below the authorized depth; 

(8) A proposal to plug back and attempt to compiete the well at a depth shallower than the authorized 
depth, with priority given to objectives in •««—•nrf™g order up the hole; 

(9) A proposal to sidetrack the well to a new target objective, with priority given first in asrmritng order 
to objectives above the authorized depth, and then in «t«̂ wr'W«g order to the objectives below the 

(10) A proposal to deepen the weii below the authorized depth, with pnority given to objectives in 
dfirimmg order. 

No pany may propose any operation with respect to any well (I) while there is pending a prior proposal far any 
operation irspextiug such well that proposal is withdrawn or until the operation contemplated thereby has 
been completed or (ii) while there is in progiess any operation on such well until such operation has been 

If, at the time the parties are amsidering a proposed operauon. the well is in such condition, in the Operator's 
judgment, that a reasonably prudent operator wouid not conduct such operation for fear of mrchaninat 
difficulties, placing the hole, equipment or personnel innanger of loss or injury, or fear of loss of the well for 
any reason without being able to attempt a completion at the authorized depth, then the proposal shall be given 
no priority to any proposed operauon except for plugging and nhnnHnimwg the well. 

If a well being drilled hereunder is a horizontal well, then the provisions of this agreement relating to 
sidetracking of a weil shall be of no torce and effect. 
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ARTICLE XV 
OTHER PROVISIONS 

CONFIDENTIALITY 

Operator and each Non-Operator hereby agree to keep confidential all information 
pertaining to the initial well drilled pursuant to Article VI.A of this Agreement, and that, 
without the prior written consent of all panies hereto, the information will not be disclosed 
to any person or legal entity not a party to this Agreement for a period of one year 
following completion of said well as a well capable of producing or plugging and 
abandonment of the same as a dry hole; except that (i) Operator shall have the right to 
make such disclosures and filings as may be mandated by applicable laws, rules, 
regulations or orders of governmental authorities having jurisdiction, provided Operator 
shall take reasonable steps to maintain the confidentiality of such disclosures and filings to 
the extent permitted by such laws, rules, regulations or orders, if any, and (ii) each party 
hereto shall have the right to disclose such information to any of its affiliates, provided 
such affiliate agrees in writing^ to be bound by the confidentiality provisions of this 
Agreement. "Affiliate" means any company or legal entity which directly or indirectly 
controls the disclosing party, or which is directly or indirectly controlled by the disclosing 
party, or which is directly or indirectly controlled by a company or entity which directly or 
indirectly controls the disclosing party. "Control" means the right to exercise more than 
50% of the voting rights in the appointment of the directors of the applicable company. 
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ARTICLE X V I . 

MISCELLANEOUS 

This agreement shall be binding upon and shall inure to the benefit of the parues hereto and to their respective heirs, devisees, 
legal representatives, successors and assigns. 

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

IN WITNESS WHEREOF, this agreement shall be effective as of 1 s t day of A p r i l 19 97 . 

OPERATOR 

Burlington Resources Oil & Gas Company 

BY: 
Robert T. Kennedy, Attorney-in-Fact 

NON-OPERATORS 

" Conoco Inc. 

BY: 

Amoco Production Company 

BY: 

Total Minatome Corp. 

BY: 2 

Lee Wayne Moore and JoAnn Montgomery 
Moore, Trustees 

BY: 

BY: 

BY: 
Robert Warren Umbach 

BY: 
George William Umbach 

/.•'•/ I . f\--. 

V a* •.1t-.ltt»it»} *• i:_> is i niWti.ir :l 

• i.lf"' v».l;rii <i.Hi,ri»M in tviHil'V, (,y 
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NON-OPERATORS CONT. 

Sunwest Bank of Albuquerque, N. A., 
as Agent for: 

Lowell White Family Trust 
Walter A. Steele 
Estate of G.W. Hannett 
T. G. Cornish 
Patricia Hueter 
Mary Emily Volier 
A. T. Hannett 

BY: 
Catherine Rugen 

Hope G. Simpson Estate 

BY. 

BY: 
Nancy H. Gerson (FKA Nancy H. Haskens) 

BY: 
Minnie A. Fitting 

BY: 
Robert P. Fitting 

BY: 
Catherine H. Ruml 

Katherine I . White 

BY. 

BY: 
Elizabeth B. Farrington 

BY: 
Mary S. Zick (FKA Nancy S. Zick) 

BY: 
Walter B. Farnham 

BY: 
Roy E. Bard, Jr. 

BY: 
Robert T. Isham — 
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NON-OPERATORS CONT. 

BY: 
Mary F. Love 

BY: 
James C. Bard 

BY: 
William P. Sutter 

George S. Isham Trust 

BY: 

BY: 
Albert L. Hopkins, Jr. 

BY: 
Kay B. Gundlach (FKA Kay B. Towle) 

BY: 
Virginia W. Isham 

BY: 
Eleanor Isham Dunne 

John M. Simpson & William Simpson Trust UAV 
James J. Simpson 

BY: 

Michael Simpson Trust 

BY: 

Patricia Simpson Trust 

BY: 

James F. Curtis 
Patrick J. Herbert I I I 
Successor Trustee U/A/D 2-9-79 
FBO James P. Curtis 

BY: 

15a 



NON-OPERATORS CONT. 

Gwendolyn S. Chabrier 
Patrick J. Herbert I I I 
Successor Trustee U/A/D 2-9-79 
FBO Gwendolyn S. Chabrier 

BY: 

William Simpson Trust 
Patrick J Herbert I I I 
Successor Trustee Of The 
WM Simpson Trust Dtd 12-17-79 

BY: 

Henry P Isham Jr., Deed 
First Natl. Bank of Chicago-Agent 
VW & RT Isham Trustees 
UWO Henry P. Isham Jr., Deed 

BY. 

Cortlandt T. Hill Trust 
1st Trust NA & Gaylord W. Glarner 
Trustee UA Dtd 9/16/74 

BY: 

Martha M Lattner Trust 
James E Palmer Successor 
Trustee U/T/A Dtd 2/21/63 
FBO Martha M. Lattner Settlor 

BY: 

* i. 

Robert D. Fitting 

BY: 
W. Watson LaForce, Jr. 

BY: 
J. Robert Jones 

BY: 
Robert B. Farnham 



NON-OPERATORS CONT. 

BY: 
Charles Wells Farnham, Jr. 

BY: 
Louis W. Hill, Jr. 

Ralph A Bard Jr, Trustee 
(FKA Ralph A. Bard, Jr. Trust) 
U/A/D February 12, 1983 

BY: 

Ralph Austin Bard Jr. 
(FKA Ralph A. Bard, Jr. Trust) 
Trustee U/A/D 7-25-49 

BY:_ 

Guy R. Brainard Jr. Trustee, of 
the Guy R. Brainard Jr, Trust 
Dated 9/9/82 

BY: 

Ralph U. Fitting Jr., Trust 

BY: 

Sabine Royalty Company 

BY: 

Judith Shaw Trust 
U/A/D 4-14-66 

BY. 

Nancy C. Bard, Lisa Bard Field 
Sharon Bard Wailes & Travis 
Bard Ind & Collectively As 
Co Trustees U/C/O Dtd 10-7-86 

BY: 



NON-OPERATORS CONT. 

Elizabeth T. Isham Trust 
Robert T. Isham & G.S. Isham & 
First Natl Bank Of Chicago Trust 

BY: 

Roger D. Shaw Jr, Trust 
U/A/D 8-27-62 

BY: 

William W. Shaw Trust 
U/A/D 12-28-63 

BY: 

BY: 
Diane Derry 

BY: 
Joan Derry 

Anthony Bard Boand 

BY: 

BY. 
Dorothy M. Derry 

Keyes Baber Properties 
C/O TX Commerce Bank Midland 
Acct #50-1532-00 

BY: 

BY: 
George A. Ranney 

BY: 
Fredrick F. Webster, Jr. 
(FKA Webster Properties Partn.) 

F F. Webster IV Trust Estate 
(FKA Webster Properties Partn.) 

BY: 



NON-OPERATORS CONT. 

John I . Shaw Jr., Trust 
U/A/D 1-2-57 

BY: 

Susanne Shaw Trust 
U/A/D 9/11/53 

BY: 

Arch W. Shaw I I Trust 
U/A/D 2/1/71 

BY: 

Bruce P. Shaw Trust 
U/A/D 6/8/72 

BY: 

Norman L. Hay Jr., Trustee of the 
Norman L Hay Jr. Gs Trust 

BY: 

Edward L. Ryerson J r Trust 
(Fka Edward L. Ryerson) 
Cambridge Trust Co Trustee 

BY: 

Margaret Stuart Hart 
Northern Trust Bnk/Lake Forest 
& Margaret Stuart Hart Co-Trustee 
U/A Robert Douglas Stuart 

BY: 

Robert Douglas Stuart Jr. 
Northern Trust Bank/Lake Forest 
& Robert Douglas Stuart Jr, 
Co-Trustee U/A Robert D. Stuart 

BY: 

15a 



NON-OPERATORS CONT. 

Anne Stuart Batchelder Trust 
First Natl Bank Of Chicago & 
U/A Robert Douglas Stuart 

BY: 

Harriet Stuart Spencer 
First Natl Bank Of Chicago & 
U/A Robert Douglas Stuart 

BY: 



ACKNOWLEDGMENTS 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SAN JUAN ) 

The foregoing instrument was acknowledged before me this day of 
, 1997, by Robert T. Kennedy, Attorney-in-Fact, of Burlington Resources 

Oil & Gas Company, a Delaware corporation, for and on behalf of said corporation. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

_) 
) ss. 

_) 

The foregoing instrument was acknowledged before me this day of 
, 1997, by , , of 

, a corporation, for and on behalf of said 
corporation. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

J 
) ss. 

. ) 

The foregoing instrument was acknowledged before me this 
, 1997, by , 

day of 
, o f 

Trust. 

My Commission Expires: 
Notary Public 



ACKNOWLEDGMENTS CONT. 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
, 1997, by , an individual. 

Notary Public 

My Commission Expires: 



EXHIBIT "A' 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and 
as Non-Operators. 

L LANDS SUBJECT TO OPERATING AGREEMENT: 

Township 31 North. Range 10 West 
Section 9: Lots 1-12, N/2 N/2 
San Juan County, New Mexico 
containing 636.01 acres, more or less 

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

Limited to all depths below the Dakota formation. 

UJ. ADDRESSES AND WORKING PERCENTAGE INTERESTS OF PARTIES TO 
THIS AGREEMENT: 

Burlington Resources Oil & Gas Company 
c/o Land Department 
P.O. Box 4289 
Farmington, New Mexico 87499 
Main # 505-326-9700 
Fax #505-326-9781 

OPERATOR 
10.311905% 

NON-OPERATORS 

Working Interest Owners GWI 

CONOCO INC. 
10 DESTA DRIVE , SUITE 100W 
MIDLAND, TX 79705-4500 

10.311905% 

AMOCO PRODUCTION COMPANY 
P.O. BOX 800 
DENVER, CO 80201 

10.175500% 

TOTAL MINATOME CORP. 
2 HOUSTON CENTER, SUITE 2000 
909 FANNIN 
P.O. BOX 4326 
HOUSTON, TX 77210-4326 

3.553900% 

LEE WAYNE MOORE 
AND JOANN MONTGOMERY MOORE. TRUSTEES 
403 N. MAPJENFEELD 
MIDLAND. TX 79701 

0.294805% 



EXHIBIT "A" CONT. 

GEORGE WILLIAM UMBACH .369518% 
2620 S. MARYLAND PKWY. #496 
LAS VEGAS, NV 89109 

ROBERT WARREN UMBACH .369518% 
P.O. BOX 5310 
FARMINGTON, NM 87499 

LOWELL WHITE FAMILY TRUST .037019% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-0500 

WALTER A. STEELE .037019% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

ESTATE OF G. W. HANNETT .030850% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

T. G CORNISH .024680% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

PATRICIA HUETER .006171 % 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

MARY EMILY VOLLER .006170% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. A 

ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

A. T. HANNETT .006170% 
C/O SUNWEST BANK OF ALBUQUERQUE, N.A. 
ATTN: CATHERINE RUGEN 
P.O. BOX 26900 
ALBUQUERQUE, NM 87125-6900 

HOPE G. SIMPSON 0.651006% 
C/O SIMPSON ESTATES INC. 
30 N. LASALLE, STE 1232 
CHICAGO. LL 60602-2504 



EXHIBIT "A" CONT. 

NANCY H. GERSON (FKA NANCY H. HASKENS) 
1555 ASTORST. 
CHICAGO, LL 60610 

MINNIE A. FITTING 
ROBERT P. FITTING 
P.O. BOX 2588 
SIERRA VISTA, AZ 85636-2588 

CATHERINE H. RUML 
P.O. BOX 297 
SOUTH STRAFFORD, VT 05070-0297 

KATHERINE I. WHITE 
C/O JOHN BEATY 
BAETYHAYNES & ASSOCIATES INC. 
2 WISCONSIN CIR., STE 400 
CHEVY CHASE, MD 20815-7006 

ELIZABETH B. FARRINGTON 
12 MURRAY FULL SQUARE 
MURRAY HILL, NJ 07974 

MARY S. ZICK (FKA NANCY S. ZICK) 
418 W.LYON FARTN 
GREENWICH, CT 06831 

WALTER B. FARNHAM 
P.O. BOX 494 
NORWOOD, CO 81423-0494 

ROYE. BARD, JR. 
508 S PARKWOOD AVE 
PARK RIDGE, LL 60068 

ROBERT T. ISHAM 
335 HOT SPRINGS RD. 
SANTA BARBARA, CA 93108 

MARY F LOVE 
4005 PINOLE VALLEY RD. ' 
PINOLE, CA 94564 

JAMES C. BARD 
7454 N. DESERT TREE DR. 
TUCSON, AZ 85704 

WILLIAM P. SUTTER 
THREE FIRST NATL PLAZA 
ROOM 4300 
CHICAGO. IL 60602 



EXHIBIT "A" CONT. 

GEORGE S. ISHAM TRUST 
1070 N. ELM TREE RD 
LAKE FOREST, IL 60045 

1.205003% 

ALBERT L. HOPKINS JR 
P O BOX 67 
DANBURY, NH 03230-0067 

0.456838% 

KAY B. GUNDLACH (FKA KAY B. TOWLE) 
FEARINGTON POST 247 
PITTSBORO,NC 27312 

0.164464% 

VIRGINIEW. ISHAM 
P O BOX 307 
LAKE FORREST, IL 60045 

0.602501% 

ELEANOR ISHAM DUNNE 
728 ROSEMARY RD. 
LAKE FOREST, JL 60045 

1.525335% 

JOHN M SIMPSON & WILLIAM 3.906037% 
SIMPSON TR U/W JAMES SIMPSON J. 
C/O TRUST CO OF NEW YORK 
ATTN. BARRY WALDORF 
114 WEST 47TH STREET 
NEW YORK, NY 10036 

MICHAEL SIMPSON TRUST 2.996042% 
C/O U S TRUST CO OF NEW YORK 
ATTN: BARRY WALDORF 
114 WEST 47TH STREET 
NEW YORK, NY 10036 

PATRICIA SIMPSON TRUST 2.996042% 
C/O U S TRUST CO OF NEW YORK 
ATTN: BARRY WALDORF 
114 WEST 47TH STREET 
NEW YORK, NY 10036 

JAMES F CURTIS 0.651006% 
PATRICK J HERBERT ffi . s 

SUCCESSOR TRUSTEE U/A/D 2-9-79 
FBO JAMES F CURTIS 
C/O SIMPSON ESTATES 
30 N LASALLE STE 1232 
CHICAGO, IL 60602-504 

GWENDOLYN S. CHABRIER 0.651006% 
PATRICK J. HERBERT in 
SUCCESSOR TRUSTEE U/A/D 2-9-79 
FBO GWENDOLYN S. CHABRIER 
C/O SIMPSON ESTATES 
30NLA SALLE ST #1232 
CHICAGO, LL 60602-2503 

.A. 



EXHIBIT "A" CONT. 

WILLIAM SIMPSON TRUST 1.953018% 
PATRICK J HERBERT I I I 
SUCCESSOR TRUSTEE OF THE 
WM SIMPSON TRUST DTD 12-17-79 
30 N LASALLE STE 1232 
CHICAGO, IL 60602-2504 

HENRY P ISHAM JR DECD 0.602501% 
FIRST NATL BANK CHICAGO AGENT 
VW&RT ISHAM TRUSTEES 
UWO HENRY P ISHAM JR DECD 
1400 ONE DALLAS CENTER 
DALLAS, TX 75201 

CORTLANDT T. HJLL TRUST 0.411162% 
1 ST TRUST NA & GAYLORD W 
GLARNER TRSTEE UA DTD 9/16/74 
C/O COLORADO NATIONAL BANK 
PO BOX 17532 (CNDT 2332) 
DENVER, CO 80217 

MARTHA M LATTNER TRUST 1.027904% 
JAMES E PALMER SUCCESSOR 
TRUSTEE U/T/A DTD 2/21/63 
FBO MARTHA M LATTNER SETTLOR 
POBOX 29352 
SAN FRANCISCO, CA 94129-0352 

ROBERT D. FITTING 
# 406 N. BIG SPRINGS #200 
MIDLAND, TX 79701 

W. WATSON LAFORCE JR 
PO BOX 353 
MIDLAND, TX 79701 

J. ROBERT JONES 
1205 W PECAN 
MIDLAND, TX 79705 

0.934459% 

1.111146% 

1.868917% 

ROBERT B. FARNHAM 
ST MARYS POINT 
16757 S. 25TH ST 
LAKELAND, MN 55043 

0.102790% 

CHARLES WELLS FARNHAM JR 
ST MARYS POINT 
16825 S. 25TH ST 
LAKELAND, MN 55043 

LOUIS W. HILL JR 
PO BOX 64704 
QT T>ATTT rV/TM c:<;i£A 

0.102790% 

2.466971% 



RALPH A BARD JR, TRUSTEE 
(FKA RALPH A. BARD, JR. TRUST) 
U/A/D FEBRUARY 12, 1983 
SUITE 2320 
135 S. LA SALLE ST. 
CHICAGO, IL 60603-4108 

RALPH AUSTIN BARD JR. 
(FKA RALPH A. BARD, JR. TRUST) 
TRUSTEE U/A/D 7-25-49 
135 S. LA SALLE STREET 
SUITE 2320 
CHICAGO, IL 60603-4108 

GUY R. BRAINARD JR. TRUSTEE, OF 
THE GUY R. BRAINARD JR TRUST 
DATED 9/9/82 
RR 6 BOX 281 
BROKEN ARROW, OK 74014 

RALPH U. FITTING JR, TRUST 
PO BOX 782 
MIDLAND, TX 79702 

SABINE ROYALTY TRUST 
C/O PACIFIC ENTERPRISES 
ABC CORPORATION 
ATTN: SARA WILLIAMS 
3131 TURTLE CREEK BLVD. 
DALLAS, TX 75219 

JUDITH SHAW TRUST 
U/A/D 4-14-66 
THOMASVILLE RT. BOX 60-B 
BIRCH TREE, MO 65438 

NANCY C. BARD LISA BARD FIELD 
SHARON BARD WAILES & TRAVIS 
BARD IND & COLLECTIVELY AS 
CO TRUSTEES U/C/O DTD 10-7-86 
609 RICHARDS LAKE RD. 
FT COLLINS, CO 80524 A 

ELIZABETH T. ISHAM TRUST 
ROBERT T. ISHAM & G.S. ISHAM & 
FIRST NATL BANK OF CHICAGO TRUST 
8150 N. CENTRAL EXPY, STE 1211 
DALLAS, TX 75206-1831 

ROGER D. SHAW JR, TRUST 
U/A/D 8-27-62 
THOMASVTLLE RT. BOX 60-B 
BIRCH TREE, MO 65438 

WILLIAM W. SHAW TRUST 
U/A/D 12-28-63 
THOMASVILLE RT BOX 60-B 
BIRCH TREE. MO 65438 



DIANE DERRY 
736 HINMAN AVE #1W 
EVANSTON, IL 60202 

JOAN DERRY 
P.O. BOX 866 
TESUQUE, NM 87574 

ANTHONY BARD BO AND 
BANK OF AMERICA ILLINOIS 
ATTN: DEAN KELLY 
PO BOX 2081 
CHICAGO, IL 60690 

DOROTHY M. DERRY 
2648 E WORKMAN AVE., STE 211 
W. COVTNA, CA 91791 

KEYES BABER PROPERTIES 
C/O TX COMMERCE BANK MIDLAND 
ACCT #50-1532-00 
PO BOX 209829 
HOUSTON, TX 77216 

GEORGE A. RANNEY 
17370 WEST CASEY ROAD 
LIBERTYVILLE, LL 60048 

FREDERICK F. WEBSTER JR 
(FKA WEBSTER PROPERTIES PARTN) 
945 WOODLAND DRIVE 
GLENVTEW, LL 60025 

F F WEBSTER IV TRUST ESTATE 
(FKA WEBSTER PROPERTIES PARTN) 
C/O COLORADO NATL BANK 
P.O. BOX 17532 
DENVER, CO 80217 

JOHN I. SHAW JR TRUST 
U/A/D 1-2-57 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 

SUSANNE SHAW TRUST 
U/A/D 9/11/53 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 

ARCH W. SHAW II TRUST 
U/A/D 2/1/71 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 

BRUCE P. SHAW TRUST 
U/A/D 6/8/72 
THOMASVILLE RT BOX 60-B 
BIRCH TREE, MO 65438 



EXHIBIT "A" CONT. 

NORMAN L. HAY JR., TRUSTEE OF THE 0.832603% 
NORMAN L. HAY JR GS TRUST 
3208 ELDON LN 
WACO, TX 76710 

EDWARD L. RYERSON JR TRUST 0.520755% 
(FKA EDWARD L. RYERSON) 
CAMBRIDGE TRUST CO TRUSTEE 
ATTN: DAVID STRACHAN 
1336 MASSACHUSETTS AVE 
CAMBRIDGE, MA 02138-3829 

MARGARET STUART HART 0.774329% 
NORTHERN TRUST BANK/LAKE FOREST 
& MARGARET STUART HART CO-TRUSTEE 
U/A ROBERT DOUGLAS STUART 
PO BOX 226270 
DALLAS, TX 75222 

ROBERT DOUGLAS STUART JR 0.774329% 
NORTHERN TRUST BANK/LAKE FOREST 
& ROBERT DOUGLAS STUART JR 
CO-TRUSTEE U/A ROBERT D. STUART 
PO BOX 226270 
DALLAS, TX 75222 

ANNE STUART BATCHELDER, TRUST. 0.774329% 
FIRST NATL BANK OF CHICAGO & 
U/A ROBERT DOUGLAS STUART 
ATTN: GAYLE COTTON 
8150 N CENTRAL EXPY STE 1211 
DALLAS, TX 75206 

HARRIET STUART SPENCER 0.774329% 
FIRST NATL BANK OF CHICAGO & 
U/A ROBERT DOUGLAS STUART TOTAL 100.000000% 
ATTN: GAYLE COTTON v 

8150 N CENTRAL EXPY, STE 1211 
DALLAS, TX 75206 
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EXHIBIT "B" 

There is no Exhibit "B" to this Joint Operating Agreement, dated April 1, 1997. 
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EXHIBIT " c " 

Atuched to and made a part of that certain Operating Agreement dated April 1. 1997. by and 
between BURLINGTON RESOURCES OIL & GAS COMPANY. as Operator, and Non-Onerators. 

A C C O U N T I N G P R O C E D U R E 
JOINT O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shail 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 mainte
nance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera
tions and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct supervision 
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other profes
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual as 
most recently recommended by the Council of Petroleum Accountants Societies. 

Statement and Billings 

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

3. Advances and Payments by Non-Operators 

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

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Texas f i f i i i i IT I 
Bank, Houston. Texas o n the first day of the month in which delinquency occurs plus To or the maximum 

contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever 
is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts. 

4. Adjustments 

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

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies. 

Recommended by th* Council 
of Petroleum Accountant* 
Societm 

fa 
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5. Audits 

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year, provided, however, the making of an audit shall not extend the time 
for the taking of written exception to and the adjustment? 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 a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. 

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

6. Approval By Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this 
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions 
in regard thereto. Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval of 
a majority in interest of the Non-Operators shall be controlling on all Non-Operators. 

V 

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

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

2. Rentals and Royalties 

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

3. Labor 

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

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

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

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

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

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

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

4. Employee Benefits 

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

5. Material 

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

6. Transportation 

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

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

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

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
10 of Section I I and Paragraph i . i i . and i i i . of Section I I I . The cost of professional consultant services and contract ser
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates. 
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint 
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. Such charges shall 
be supported by invoices, which shal l be made available to the non-operator's Auditors. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciation, and interest on gross investment less accumulated depreciation not to exceed 
twelve percent per annum. Such rates shall not exceed average commercial rates currently pre

vailing in the immediate area of the Joint Property. 

B. In lieu of charges in paragraph 8A above. Operator may elect to use average commercial rates prevailing in the immedi
ate area of the Joint Property less 20%. For automotive equipment. Operator may elect to use rates published by the 
Petroleum Motor Transport Association. 

9. Damages and Losses to Joint Property 

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

10. Legal Expense 

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and 
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect 
or recover the Joint Property, except that no charge for services of Operator's legal staff or fees or expense of outside attor
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the 
overhead provisions of Section I I I unless otherwise agreed to by the Parties, except as provided in Section I . Paragraph 
3. 

11. Taxes 

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

12. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the 
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation and/ 
or Employers Liability under the respective state's laws. Operator may. at its election, include the risk under its self-
insurance program and in that event. Operator shall include a charge at Operator's cost not to exceed manual rates. 

13. Abandonment and Reclamation 

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

14. Communications 

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

15. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I . or in Section I I I and which 
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint 
Operations. 
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m I I I . OVERHEAD 

Overhead - Drilling and Producing Operations 

i . As compensation for administrative, supervision, office services and warehousing costs. Operator shall charge drilling 
and producing operations on either: 

Ca) Fixed Rate Basis, Paragraph 1A. or 
( ) Percentage Basis. Paragraph IB 
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages pius applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
3A. Section I I . The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates 
provided for in the above selected Paragraph of this Section I I I unless such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account. 

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

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

V 
iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 

and contract services of technical personnel either temporarily or permanently assigned to and directly employed in 
the operation of the Joint Property: 
(SX) shall be covered by the overhead rates, or 
( ) shall not be covered by the overhead rates. 

iv . See Overhead Addendum on Page 7A. 
A. Overhead - Fixed Rate Basis 

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

Drilling Well Rate $ s.ioo.oo 

(Prorated for less than a full month) 

Producing Well Rate $ 510.00 

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

(a) Drilling Well Rate 
(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill

ing rig. completion rig, or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

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

(b) Producing Well Rates 

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

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

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

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

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

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

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

B. Overhead - Percentage Basis 

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

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

lb) Operating 

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

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

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

V 
2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of S 7 t i ,nnn.nn : 

A. 5 % of first $100,000 or total cost if less, plus 

B. ^ % of costs in excess of $100,000 but less than $1,000,000. plus 

C 2 % of costs in excess of $1,000,000. 

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

3. Catastrophe Overhead 

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

A *> % of total costs through $100,000; plus 

B. 3 % 0 f tota| j n excess of 5100.000 but less than $1,000,000: plus 

C. 2 % of total costs in excess of $1,000,000. 

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

4. Amendment of Rates 

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

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

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

1. Purchases 

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

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator, 
unless otherwise agreed to by the Parties, shall be priced on the following basia exclusive of cash discounts: 
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A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe 

(a)Tubuiar goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published 
carioad base prices effective as of date of movement pius transportation cost using the 80.000 pound carload 
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for 
tubular goods exist. I f the 80.000 pound rail rate is not offered, the 70.000 pound or 90.000 pound rail rate 
mav be used. Freight charges for tubing will be calculated from Lorain. Ohio and casing from Youngstown. 
Ohio. 

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in 
Paragraph 2.A.dXa). For transportation cost from points other than Eastern mills, the 30.000 pound Oil Field 
Haulers Association interstate truck rate shall be used. 

(c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston. 
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30.000 pound truck rate, to 
the railway receiving point nearest the Joint Property. 

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

(2) Line Pipe 

(a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30.000 pounds or more 
shall be priced under provisions of tubular goods pricing in Paragraph A.(l)(a) as provided above. Freight 
charges shall be calculated from Lorain. Ohio. 

(b) Line pipe movements (except size 24 inch OD and larger with walls 3/< inch and over) less than 30.000 pounds 
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent, 
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para
graph A.dXa) as provided above. Freight charges shall be calculated from Lorain. Ohio. 

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

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

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply 
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway 
receiving point nearest the Joint Property. 

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new 
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of 
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property. 
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2). 

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 

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

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

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

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

(3) Material not used on and moved from the Joint Property 

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

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

C. Other Used Material 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until after recon
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of 
reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning 
does not exceed Condition B value. 
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(2) Condition D 

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

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

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

(3) Condition E 

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

D. Obsolete Material 

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

E. Pricing Conditions 

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

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

3. Premium Prices 

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other 
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required 
Material at the Operators actual cost incurred in providing such Material, in making it suitable for use, and in moving 
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing 
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and 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 of Material Furnished By Operator 

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

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories. Notice and Representation 

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

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six 
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for 
overages and shortages, but. Operator shall be held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 

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

4. Expense of Conducting Inventories 

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

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in
ventories required due to change of Operator shall be charged to the Joint Account 
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Section UX Overhead Addendum: 

iv. The panies agree the overhead rates shall include, but not be limited 
to, the following functions, regardless of whether performed by Operator, 
Operator's Affiliates, or by third parties: 

Administrative Sc Accounting 

Accounting & Disbursing 
Producer gas balancing 
Taxes 
Office services 
Billing a Collection 
Data processing (other than computer production control) 
Human Resources 
Accounting systems and procedures 
Auditing \, 

Operations Support Functions 

Coordination, planning & follow-up 
Design & drafting 
Materials procurement 
Inventory taking and reconciliation 
Gas dispatching and control 
Obtaining permits, certificates 
Warehousing 
Off-site environmental compliance & reporting 
Technical Employees and other iabor not permitted as a direct charge 
under Section II.3 or Section ELLl (ii) and (iii). 
Held office expenses associated with engineering and 
adnrinistrative/accounting personnel located in the field. 

General Management 
Supervision or management not permitted as a direct charge in Section H.3 
Contract Negotiations (including, but not lirnhed to, negotiations with 
vendors, contractors, landowners, mineral owners, etc.) 

Legal Services not permitted as a direct charge under Section II . 10. 
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"ONSHORE" 

EXHIBIT "D-l" 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and Non-
Operators. 

INSURANCE 

To protect against liability, loss or expense arising from damage to property, injury or death of any person 
or persons, incurred out of, in connection with, or resulting from the operations provided hereunder, 
Operator shall maintain in force during the entire period of this agreement the following Schedule A 
insurance coverage for the benefit of the joint account. Schedule B coverages are the rrurdmum limits and 
type of insurances required to be maintained by Operator and each Non-Operator as to their respective 
working interest. All Schedule A and Schedule B insurance shall be obtained from financially sound, Best 
rate B+ Class VI or above reliable insurance companies authorized to do business in the state in which the 
operations are to be performed. Each policy shall provide for a waiver of subrogation rights against the 
other signatory parties. 

SCHEDULE A - OPERATOR FOR THE JOINT ACCOUNT 

COVERAGES LIMITS OF LIABILITY 

a. Workers' Compensation Statutory 

b. Employers' Liability Combined Single Limit 
Per occurrence of $1,000,000. 

SCHEDULE B - OPERATOR AND EACH NON-OPERATOR 
AS TO ITS WORKING INTEREST 

Each working interest owner's insurance is intended to cover such owner's working interest in the 
Joint Account and its coverages respond to such owner's pro-rata share of any Joint Account loss. 

COVERAGES LIMITS OF LIABILITY 

Comprehensive General Liability 
including Personal Injury, Premises/ 
Operations coverage, Pollution 
Coverage, Owners and Contractors 
Protective Liability, Contractual Liability, 
Products and Completed Operation 
Liability 

Bodily Injury Liability/ 
Property Damage Liability 

Comprehensive Automobile Lia
bility including coverage of 
Owned and Non-Owned Automobiles 
and Hired Car coverage 

Combined Single limit 
Per occurrence of $1,000,000 

Bodily Injury Liability/ 
Property Damage Liability 

Combined Single Limit 
Per occurrence of $1,000,000 



Exhibit "D" continued 
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Control of Well including Clean
up, Containment. Seepage, Pollu
tion, Contamination, and Redrilling 
Expense (This coverage is maintained 
for the term of the agreement.) 

Per occurrence of each working 
interest owner's share of 
$5,000,000. but not less than 
$1,000,000 

EXAMPLE: A Non-Operator owning a 3 0% 
working interest in the Joint 
Account properties is required 
to carry a minimum of 30% x 
$5,000,000 or $1,500,000 " 
Control of Well coverage, but 
a 4% Working Interest Owner is 
required to carry a minimum of 
$1,000,000 coverage. 

Note: If a Non-Operator elects not 
to purchase Control of Well 
coverage direct to protect 
his working interest, he may 
elect to participate in Oper
ator's coverage at a premium 
rate heretofore determined 
by Operator and available to 
all Non-Operators upon request. 

d. If Aircraft, including helicopters. Combined Single Limit 
are used in operations, include Per occurrence of $5,000,000 
Aircraft Liability, Passenger 
Liability and Property Damage 
Liability Insurance, covering 
Owned, Non-Owned Aircraft and 
Hired Aircraft 

e. If Watercraft are used in any 
inland operations: 
(a) Protection and Indemnity Combmed̂ Single Limit 
Insurance on the SP23 form or Per occurrence of $10,000,000 
equivalent, (or, in the alter
native, deletion of the water-
craft exclusion from the 
Comprehensive General Liability 
Policy) 

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

Operator may include the Schedule A coverage for the joint account under its self insurance program 
provided Operator complies with applicable laws, and in such an event Operator shall charge to the Joint 
Account manual rate premiums. 

Operator, as a working interest owner, shall also obtain for his own account the rrunimum insurances and 
limits required by Schedule B. These insurances obtained by Operator and Non-Operators will respond to a 
loss on a pro-rata working interest basis, and not as primary, to any other valid and collectible insurances. 
Non-Operators will not be additional insurers on Operator's policy unless specifically agreed to by 
Operaior and the appropriate premium charged Non-Operator. Failure of the Operator to maintain its 
required Schedule A and Schedule B insurance coverages shall be deemed cause for removal of Operator 
as the operator of the joint properties at the option of a majority in interests of the Non-Operators as 
provided in the Joint Operating Agreement to which this Exhibit "D" is attached. 

Operator shall not be obligated to obtain or carry on behalf of the Joint Account any insurance additional 
to Schedule A but may, at its discretion, provide additional coverage to a Non-Operator(s) for the 
operations to be conducted hereunder. Each Non-Operator shall acquire at its own expense the Schedule 
B coverage and such excess insurance as it deems proper to protect itself against claims, losses, or 
damages arising out of the joint operations. Such insurance shall include a waiver of subrogation against 
the other Parties in respect of their interest hereunder. Joint Account deductibles and uninsured losses shall 
be bome by the Parties in proportion to their respective working interests. 

Deductibles and/or limits established by Operator's Schedule A coverages shall apply to all Non-Operators 
on a working interest share basis and premiums for Schedule A coverage, losses falling within the 
deductible, or which exceed insurable limits, or which are otherwise not covered by insurance will be 
expenses of the Joint Account. 

Each Non-Operator shall furnish Operator with Certificates of Insurance evidencing satisfactory Schedule 
B coverages are in force, and Operator shall furnish each Non-Operator, upon request, with Certificates of 
Insurance evidencing Schedule A coverage and all Schedule B coverages that are in force. 

The Certificates of Insurance specifying Schedule B coverage must be provided by each Non-Operator to 
Operator within 10 working days from execution hereof or commencement of operations hereunder, 
whichever is earlier. Non-Operators shall supply Operator "Certificate of Insurance" annually, during the 
term of this agreement. Failure of a Non-Operator to provide Certificates of Insurance within the required 
time period will authorize Operator to either (i) purchase the required insurance for such Non-Operator 
and bill the Non-Operator for the cost thereof, (ii) add the Non-Operator as an additional insured to the 
Operator's policy and automatically allocate, without refund, the first year's insurance premium to the Non-
Operator, or (iii) notify the other Non-Operators that the Non-Operator's working interest is uninsured or 
underinsured. 

Operator shall promptly notify Non-Operators in writing of all losses involving damage to a Joint Account 
property in excess of $250.000. 

Operator shall require all contractors engaged in operations under this Agreement to comply with the 
applicable Worker's Compensation laws and to maintain such other insurance and in such amounts as 
Operator deems necessary. 



EXHIBIT "D-2 

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and Non-
Operators. 

1. Operator shall carry insurance as follows for the benefit and protection of the 
Parties to this Agreement. 

a. Worker's Compensation Insurance in accordance with laws of 
governmental bodies having jurisdiction including', if applicable. Unites 
States Longshore and Harbor Workers' Compensation Act with Outer 
Continental Shelf Extension and Employers' Liability Insurance. 
Employers' Liability Insurance shall provide coverage of $500,000 per 
accident. 

v 
b. Operator may include the aforesaid risks under its qualified self-

insurance program provided Operator complies with applicable laws, and 
in such an event Operator shall charge to the Joint Account, its actual 
cost, not to exceed a premium determined by applying manual insurance 
rates to the payroll. 

2. Operator shall not be obligated or authorized to obtain or carry on behalf of 
the Joint Account any additional insurance covering the Parties or the 
operations to be conducted hereunder without the consent and agreement of 
all Parties. Each Party individually may acquire as its own expense such 
insurance as it deems proper to protect itself against claims, losses, or 
damages arising out of the joint operations. All uninsured losses and all 
damages to jointly owned property shall be borne by the Parties in proportion 
to their respective interests. 

3. Operator shall promptly notify non-operators in writing of all losses 
involving damage to a jointly owned property in excess of $100,000. 

4. Operator shall require all contractors engaged in operations under this 
Agreement to comply with the applicable Worker's Compensation laws and to 
maintain such other insurance and in such amounts as Operator deems 
necessary. 

5. In the event that less than all Parties participate in an operation conducted 
under the terms of this Agreement, then the insurance requirement and 
costs, as well as all losses, liabilities, and expenses incurred as the result of 
such operation, shall be the burden of \he Party or Parties participating 
therein. 
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Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by 
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and 
Non-Operators. 

GAS BALANCING AGREEMENT 

ARTICLE I 
Definitions 

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

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

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

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

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

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

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

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

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

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

(j) "Overproduced" is the condition existing when a Party has disposed of a greater 
cumulative volume of Gas from a Well than its Percentage Ownership of the total cumulative 
volume of Gas disposed of by all Parties from such Well. 
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(k) "Party" means any party subject to the Operating Agreement. "Parties" means all 
parties subject to the Operating Agreement. 

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

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

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

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

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

ARTICLE H 
Scope and Term of Aereement 

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

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

ARTICLE m 
Right to Produce and Ownership of Gas 

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

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

4.01 In order to make up an Imbalance, each Underproduced Party in a Well shall have the right, 
after twenty (20) days written notice to all panies. to produce and dispose of Make-Up Gas. subject to the 
following rules: 

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

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

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

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

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

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

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

ARTICLE V 
Balancing of Gas Accounts 

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

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



BURLINGTON 
RESOURCES 
SAN JUAN DIVISION 

May 30,1997 

Lee Wayne Moore and 
JoAnn Montgomery Moore 
Trustees of the Moore Loyal Trust, 
U / T / A dated August 20,1979 
403 N. Marienfield 
Midland, TX 79701 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

u EXHIBIT NO. 

CASE NO. 
l l&08^ 11807 

RE: 

y 

y / 

Marcotte #2 Well 
Pennsylvanian formation 
Arch Rock Prospect 
Proposed depth 14,000' 
ALL Section 8, T31N-R10W 
639.78 acres, more or less 
San Juan County, New Mexico 

C A 

Dear Mr. Moore: 

Please reference my letter dated April 22, 1997 regarding the captioned well. As of this writing I 
have not received a response from your company concerning our proposal. Burlington Resources 
Oil & Gas Company (Burlington), is ready to drill this well as soon as possible. In that regard 
should we not hear from you in the near future we wil l be forced to pursue compulsory pooling 
under the rules and regulations of the State of New Mexico Oil Conservation Division. 

Per your request, please find enclosed a copy of a land ownership map of the subject prospect area. 

If we can be of any assistance in your review of the proposal please call me at (505) 326-9756, or 
Mike Dawson (Geologist) at (505) 326-9770. 

Yours very truly, 

K S James R.J. Strickler, C.P.L. 
Senior Staff Landman 

JRS:dg 
farm mor.doc 

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833 



Tom E. Moore 
403 N. Marienfeld 

Midland, Texas 79701 
(915) 682-8697 

July 1, 1997 

Mr. James Strickler 
Burlington Resources 
P.O. Box 4289 
Farmington, NM 87499-4289 

Re: Marcotte #2 Well 
Section 8, T31N -R10W 
639.78 acres, more or less 
San Juan County, NM 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

V EXHIBIT NO. 

CASE NO. 

Mr. Strickler: 

The Moore Loyal Trust proposes to farm out their interest in Section 8 - T31N-
R10W, San Juan County, NM to Burlington Resources on the following basis: 

A. Moore will deliver to Burlington a 60% NRI Lease, thus reserving to 
Farmor an overriding royalty equal to 27.5%, proportionately 
reduced. 

B. At payout of initial test well, Moore shall have the option to convert 
the reserved overriding royalty to a 40% working interest, 
proportionately reduced. 

C. In the event that the Marcotte #2 is a non-commercial well, Moore's 
full, not reduced, interests shall be reassigned to him within 30 
days. 

D. In the event that the Marcotte #2 is non-commercial and is utilized 
in any revenue earning capacity, Moore shall share, at no 
reduction of interest, in the monies. 

E. This farmout proposal applies only to Section 8, T31 - R10 of San 
Juan County, New Mexico and does not commit Moore's interest in 
any other sections or areas. 

F. The drilling of the Marcotte #2 must commence by September 1, 
1997. 



James, if this proposal meets with your approval, please draw up the agreement 
and send it to me. 

Thank you for your help with this problem. 

Sincerely, 

Tom E. Moore 

TEM/pb 



Lee Wayne Moore and JoAnn 
Montgomery Moore,Trustees' 

Ownership and Expense Burdens 
Marcotte Well No. 2 

Moore's Well Cost Contribution on a Participation Basis 
Moore's Ownership in Section 8: 2.25% 

2.25% x Dry Hole Cost of $1,713,800 $38,590 

2.25% x Completion Cost of $2,316,973 $52,171 

Moore's Well Cost Contribution on a Nonconsent Basis 
|2.25% x Dry Hole Cost of $1,713,800 x 300% $115,769 | 

Burlington Ownership in Section 8: 9.31% 

9.31% x Dry Hole Cost of $1,713,800 $159,562 

9.31% x Completion Cost of $2,316,973 $215,721 

f&FORE EXAMINER CATANACH 
OIL CONSERVATION DIVISION 

KXHIIIT NO. 


