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1L OVERIEAD

1. Overhend = Deilling and Producing Operalions

i.  As compensatlon for adminislrative, supervision, office serviees and winrchousing conts, Operator shall chaege drilling
and producing operations on cither:

(%) Fixed Rale Basis, Parngraph 1A, or

() Percentage Basia, Parapeaph 113

Unless otherwise agreed Lo by Uhe Partivs, such charge shall be in lieu of costs nnd expenses of all offices nod anlaries

or wages plus applicabie burdens and expenses of all personnel, except these direetly churgeable under Paragraph

A, Section . The cosl and expense of services from oulside saurces in connection with matters of laxation, tealfie,

accounting or mallers before ar fnvolving governmental agencies shall be consldered as inclided in the overhenl rates
; provided for in the above selected Paragraph of this Section U unless such cost mud expense are agreed Lo by the
: Parties as a direct eharge to the Joinl Account, .

fl. The salaries, wages and Perronal Bxpenses of Pechnical Faployees sd/or the cost of professional consullant gervices
and contraet services of techiieal personnel divectly etptoyed un the Joint Properly:

{ ) shall be covered by Lhe overhond rales, or
{ X) shiall not be covered by e overhead rales,

i, Tho salaries, wages and Personal Fxpenses of Fechnical Bimployees and/or coals of professionnl consultant services
and contract reevices of technical porsonnel either temporarily or permanenUy asaigned Lo aned divectly smployed in
the operation of the Joint Properly:

() shall be covered by the overhead vides, or
( x) shall not ba covered by the overhend ratus.

A. Overhend - Fixed Rate Hasis

(1) Operalor shall chunrge the Juinl Account al the following rates per well per month:

Drilling Well Rate § ..5,000,00.—.—.
(Proraled for less Lhan a full month)

I'roducing Well Rate $ 500,00 et
(2) Application of Overhend - Fixed Itde Basis shall bo as follows:
(n) Drilling Well Rale

(1) Charges for drilling wella shall begin on tha date the well s spudded and larminale on the dute the delil-
ing rig, complelion rig, or ollier unita used In completion of Lhe well 1a relensed, whichever is luter, axcept
that no chargo shall be made during suspension of drilling or completion operations for fifteun (15) or
more conscculive enlendar days.

(2) Chargens for welln underroing any type of warkover or recompletion for a parlod of five (5) consecutive
work days or mare shall he made al tie deilling well rate. Such chargos shinll be applied for the perfad
from date workover aperalions, with rigr or olher units used in workover, commence through date of rig
or other unit relense, except thal ne charpe shall be made during suspenaion of eperationa for fillcen
(16) or mure conseculive calemlur days,

(b) I'roducing Welt Rades

(1) An active woll either produced or injecled into for noy portion of the month shall he considerad as a one-
well ehuirge for e entire month,

(2) Fach active completion in n multi-completed well in which production is not commingled down hole aball
be conslderd as a one-well charge providing each complelion is considered # sepurade well by the govern-
ing regulatory aulhority.

(3) An innctive gas well shul in beeause of overproduction or Inilure of purchaser to take the production shall
be considerod as n one-well charge providing the gas well Ia directly connected lo n permanent sules
oullel.

(4) A onc-well charpe shall be made for the mouth in which plugging and nbnndonment operntions are com-
pleted on any well, ‘Phis ong-well charge shall be made whether or not the well has produced exeept when
drilling well rute applies,

(5) All other innetive wells (ineliding but nol limited o inactive wells covared by unit allowable, lease allow-
nble, Lransferred allowable, ele.) shall not qualify for an overhead charge.

(1) The well rates shall be acjusted as of the first day of April ench year following e effective dale of the ngreement
Lo which this Aceounting Procedure is altached. The muljustment shall be ecomputed by multiplying the rate eur-
vently in use by the percentage Inerenne or deerenne in Lhe avernge weekly onrninga of Crude PPetroloum and (na
Produetion Workers for the last enlendar yonr compured {o the enlandar your procoding as shown by the fndaex
of averngo weekly enrnings of Crude Petrolewm wnd Gas Production Workera as published by the United States
Department of Labor, Biurenu of Lalor Statisties, or Ue equiv T Pl L Ubatiettie

Canadn, as applicable. The adjusted rales shall be the rales ¢ BEFORE THE
justnent. OIL CONSE?ATION DIVISION
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(1) Operntor shall eharge the Joint Account al the followinge rales: Richardson Productio
n
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ERNST & YOUNG

2001 SURVEY

MONTHLY DRILLING WELL FIXED OVERHEAD RATES

MONTHLY PRODUCING WELL FIXED OVERHEAD RATES



New [viexico

Monthly Drilling Well Monthly ProducingWell
Fixed Overhead Rates Fixed Overhead Rates
Depth | Minimum  Average Median  Meximum i | Minimum  Average Median  Maximum }
0-5000  $1,510 $3,567  $3,500 $6,534 $200 $381 839 $719
5,001 ~ 10,000 $3,000 84,772 ‘8_4,25'0 $7,507 $2_00 $523 8521 $918
10,001 - 15,000 $4,250 $6,121 $6,000 $8,061 $425 $639 $600 $1,101
15,001 - 20,000 $9.131 $9,131 $9,131 $9,131 $1,219 $1,219 $1,219 $1,219
Over 20,000 ’
No Depth Limit $1,500 $5,822 $5,641 $10,123. . 8325 $1,246 $830 $7.118

FixBD-RATE OVERHEAD SURVEY 18



