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Overhead - Drilling mill I'rocluiiinpr Opernlions 

i . As compensation for administrative, nitpcrvisi*)!!. nrMce .wrvir.isi and wnrclimiiuiig coals, Operator slmll charge drilling 
and producing operations on cither: 

( x ) Fixed Kale llasis. riiriiKi :»|>h I A. or 
( ) Percentage Itasin, I'nrniti'mtli 111 
Unless otherwise agreed U> by the Parties, such charge ahull bo in lieu of coals and expenses of nil offices nnd salaries 
or wages plus applicable hurdtms and expenses uf all personnel, except those directly ehiirgeahlo under Paragraph 
HA, Section I I . 'i'lin cost and expense of services from outside sources in connection with mailers or luxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered ns included in the iiverhcnd ratea 
provided for in llic above selected Paragraph id this Section I I I unless such cost and expense are Agreed lo by Ihe 
Parties ns a direct charge In Hie Joint Account. 

i i . The salaries, wages and Personal F.xpenses of Tcchnirul F.niployecs and/or llic coal of profeasionul cousidtnul services 
nnd conlrncl ncrvic.es of technical perswmiifd directly employed on the Joint Properly: 

( ) slinll lie covered by llic overhead rales, or 
(X) flluill not be. covered by the* overhead mica. 

III. 'J'lio salaries, wages and Personal ISxpcimitn of Technical Pimployces and/or coals of professional consultant services 
and contract Rurvicca of technical personnel cither limipnrnrily or permanently assigned to and directly employed In 
lho opcritlion of the Joint Properly: 

( ) shall be covered by the overhead rales, or 
( x ) shall nol be covered by the overhead rules. 

A. Overhead - Fixed Rate Ilasin 

(1) Opornlor slinll charge the Jniul Account nl. the following rales per well per iiionlh: 

Drilling Well Halo f .Jj.^QQ.^QQ.. 
(Pronilcd for less than a full month) 

Producing Well itale $ .5OQ..00 

(2) Application of Overhead - Fixed Itale Itnsis slmll be as follows: 

(u) Drilling Well Kale 

(1) Chnritea for drilling wells slmll bnidn on the < 1 nIc the well Is spudded nnd terminate on llin ttnlc the drill­
ing riff, complclion rig. or oilier nulla used In completion of Use well la released, whichever Is later, cxccpl 
tha i no charge shall lie made du i in i t suspeiisinu of dr i l l ing; or completion upcralionn for fifteen (15) or 
more consecutive calendar days. 

(2) Charges for wells undergoing any typo of worliover nr rccompiclion for a period of five (li) consecutive 
work days or more shall be made nl the drilling well rnlo. Such charges slinll be nppliod for the period 
from dale workover operations, with rig or oilier units used In workover, commence through dale of rig 
or oilier unit release, except thai uo charge shall be made during Riispciioion of operalionn for fifteen 
(15) or more consecutive calendar days. 

(b) Producing Well Hates 

(1) An active well either produced or injected into for any portion nf tho niniilli shall bo considered as n one-
well charge for Ihe entire nioiilli. 

(2) IOach nctive completion in a mulli-complt'lcd well in which production is mil commingled down hole shall 
be considered as a one-well charge providing each eomplutlon is consiilered a separate well by Ihe govern­
ing regulatory authority. 

(.1) An inactive gas well shul in because of overproduction or failure of purchaser lo lake llic production slmll 
be considered ns u one-well charge providiiif' the gas well is directly connected lo n permanent sales 
nutlet. 

(•1) A one-well charge shall bo made for the moiilh in which plugging and abaiidonmciil operations are com­
pleted on any well. This one-well charge shall be made whether or nol Ihe well hits produced excepl when 
drilling well rate applies. 

(!>) All other inactive wells (including but not limited lo inactive wells covered by unit allowable, lense allow­
able, transferred allowable, etc.) shall not qualify for mi overhead charge. 

(3) The well rules shall be adjusted as of the first day of April cacli year following Ihe effective dale of the agreement 
lo which this Accounting Procedure in nllnchcd. The adjustment shall bo computed by multiplying lho rale cur­
rently in into by lho percentage Increase or decrease in lho nvurnjtc weekly earnings of Crude Petroleum nnd (in* 
Production Workers for the last calendar your compared lo tho calendar your preceding ns nhowii by lho Index 
of nvcrago weekly earnings of Crude Pelriileum and Can Production Workers na published by the Unlled Stnlcs 
Department of Labor, Mureati of Labor Statistics, or the eipiiv 
Canada, as applicable. The adjusted rates slinll he the rules c 
jualmcnl. 

BEFORE THE 

I). Overhead - Percentage llasis 

OIL CONSERVATION DIVISION 
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(1) Operator shall charge Ihe Joint Account al. Ihe following rates: Richardson Production 

Hearing Date: July 11 , 2002 



ERNST & YOUNG 

2001 SURVEY 

MONTHLY DRILLING WELL FIXED OVERHEAD RATES 

MONTHLY PRODUCING WELL FIXED OVERHEAD RATES 



iNew Mexico 
Monthly Drilling Well Monthly Producing Well 
Fixed Overhead Rates Fixed Overhead Rates 

Depth i Minimum Average Median Maximum j i Minimum Average Median Maximum 

0-5,000 $1,510 $3,567 $3,500 $6,534 $200 $381 $35) $719 

5,001 -10,000 $3,000 $4,772 $4,250 $7̂ 507 $200 $523 $527 $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 $325 $1,246 $830 $7,118 

FIXBD-RATE OVERHEAD SURVEY 18 


