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KELLAHIN, KELLAHIN and AUBREY 
A ttorney t at Law 

W. ThoniM Kellahin El Patio -117 North Guadalupe Telephone 9S2-+2S5 
Karen Aubrey P o s t Q & _ B _ m j A r e l C o d e J 0 5 

Jaaon Kellahin Santa Fe, New Mexico 87504-2265 Fax : 505/982-2047 
Of Counsel 

Augus t 14, 1989 

HAND-DELIVERED 

Mr. William J. LeMay 
O i l Conservation Division ĈElVED 
P.O. Box 2088 
Santa Fe, New Mexico 87504 *UG 2 5 19B9 
Re: Application of Meridian O i l , Inc. . 

for Compulsory Pooling 
Well Name: A l l i s o n Unit Well No. 13$ s 
San Juan County, New Mexico / 

Dear Mr. LeMay: 

On behalf of Meridian O i l , Inc., please f i n d enclosed our 
Application for Compulsory Pooling which we would request be 
set for hearing on the next available Examiner *s docket now 
scheduled for September 6, 198 9. 

By copy of t h i s l e t t e r to a l l parties to be pooled, we are 
n o t i f y i n g .them by c e r t i f i e d mail-return receipt, that they 
have the r i g h t to appear at the hearing, to make a statement 
to the Division, to present evidence and cross-examine w i t 
nesses either i n support of or i n opposition to the Applica
t i o n . Those parties are directed to contact the Division or 
the applicant's attorney to determine what additional r i g h t s 
they may have. In addition, they are advised that the entry 
of a Compulsory Pooling Order w i l l a f f e c t t h e i r r i g h t to 
share i n the production from the subject w e l l . 

Very t r 

Thomas KAllahin 

WTK/rs 
Encl. 

cc: Mr. Alan Alexander - Federal Express 
James Bruce, Esq. - Federal Express 
Hinkle, Cox, Eaton, C o f f i e l d & Hensley 
500 Marquette N.W., Suite 740 
Albuquerque, New Mexico 87102-2121 

C e r t i f i e d Mail-Return Receipt to a l l parties l i s t e d " 
Exhibit A of the Application, w/encl. 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF MERIDIAN OIL, INC. FOR r 
COMPULSORY POOLING '* j 
SAN JUAN COUNTY, NEW MEXICO RECE1VEEPASE; 

r\UG l 5 1989 
A P P L I C A T I 0 N L C 0 H S E R V A T 1 Q N DIVISION 

COMES NOW, MERIDIAN OIL, INC., by and through i t s at

torneys, Kellahin, Kellahin and Aubrey, and i n accordance 

with Section 70-2-17(c) NMSA (1978) applies to the New 

Mexico O i l Conservation Division for an order pooling a l l 

mineral i n t e r e s t i n the Basin F r u i t l a n d Coal Gas Pool under

ly i n g Lots 1 and 2, SE/4NE/4, E/2SE/4 of Section 8 and SW/4 

of Section. 9, T32N, R6W, San Juan County, New Mexico. The 

above described un i t i s to be dedicated to i t s Al l i s o n Unit 

Well No. 135 to be d r i l l e d at standard well location i n said 

Section 9, and i n support thereof would show: 

1. Applicant i s the operator of the A l l i s o n Unit 

which i s a majority working i n t e r e s t owner i n the 

proposed spacing and proration u n i t . 

2. Applicant desires to d r i l l a well at a standard 

location 900' FSL and 1490« FWL of Section 9, T32N, 

R6W. 
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3. Applicant has sought a voluntary agreement with 

a l l those parties shown on Exhibit "A" for the forma

t i o n of appropriate spacing and proration unit as shown 

on Exhibit B for the d r i l l i n g of the subject well but 

has been unable to obtain a voluntary agreement. 

4. Pursuant to the Division notice requirements, Ap

p l i c a n t has n o t i f i e d a l l those parties shown on Exhibit 

"A" of t h i s application for compulsory pooling and the 

Applicant's request for a hearing before the Division 

to be set on September 6, 198 9. 

5. . In order to.obtain i t s j u s t and equitable share of 

the p o t e n t i a l production underlying the above t r a c t , 

Applicant needs an order pooling the mineral interests 

involved i n order to protect Applicant's correlative 

r i g h t s and prevent waste. 

WHEREFORE, Applicant prays that t h i s application be set 

for hearing before the Division's duly appointed Examiner, 

and that a f t e r notice and hearing as required by law, the 

Division enter i t s order pooling the mineral interest 

described herein. Applicant f u r t h e r prays that i t be named 

operator of the w e l l , and that the order make provisions f o r 

Applicant to recover out of production i t s costs of d r i l l 

ing, completing and equipping the subject w e l l , costs of 
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operation, including costs of supervision, and a r i s k factor 

in the amount of 200% for the d r i l l i n g and completing of the 

well, for such other and further r e l i e f as may be proper. 

Respectfully submitted, 

w. Thomas^Kelljahin 

Kellahin, Kellah/n & Aubrey 
P.O. Box 2265 
Santa Fe, New Mexico 87504 

(505) 982-4285 
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SUPPLEMENTAL LIST OF PARTIES TO BE POOLED 

The Estate of John A. Pierce, Deceased: 

Martin A. Pierce 
Post Office Box AA 
Aztec, NM 87410 

David A. Pierce 
Box 2802 
Farmington, NM 87401 

John B. Pierce 
Post Office Box AA 
Aztec, NM 87410 

Susan Leigh Pierce Nelson 
107 West 30th 
Farmington, NM 8 7401 

•' Lance Brewster Reemstma 
937 Bathurst Street 
Toronto, Ontario, Canada 

Dick Vanhorn Reemstma 
706 E. 3rd Street, #12 
Salt Lake City, UT 84102 

Belinda Lopez 
97 Beach Drive 
Pittsburg, CA 94565 

Judy C. Zweiback 
9008 Pacific 
Omaha, NE 68114 

Myrna G. R a f f k i n d 
3800 Danbury 
Amarillo, TX 79109 

Barbara Ann Witten 
535 East 86th Street 
New York, NY 10028 



Robert C. Witten 
535 East 86th Street 
New York, NY 10028 

Vicky Mizel 
101 West Broadway, #1300 
San Diego, CA 92101 

Gary Dean Mizel 
c/o Pamela Staeck 
3801 East Florida Ave, #605 
Denver, CO 80210 

Steven Mayer Mizel 
c/o Kaufmann Alsberg & Co. 
20 Broad Street 
27th Floor 
New York, NY 10005 

Larry Mizel 
3600 Yosemite Street 
Suite 1040 
Denver, CO 80281 



Exhibit "A" 

T.H. McElvain Oil and Gas Properties 
220 Shelby Street 
Post Office Box 2148 
Santa Fe, New Mexico 87504-2148 

*Richmond-Hogue Oil and Gas Partnership 
2651 North Harwood, Suite 360 -
Dallas, Texas 75201 

40.943592% 

*Subject to Farmout Agreement with Richmond-Hogue O i l 
and Gas Company. 
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MERIDIAN ©IL 

August 15, 1989 

Judy G. Zweiback 
9008 Pacific 
Omaha, NE 68114 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Ms. Zweiback: 

This i s to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as wel l as a copy of our Operating Agreement with an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the A l l i s o n Unit, 
your i n t e r e s t was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed w e l l and spacing unit on the 
docket of September 6, 1989 for application f o r an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to p a r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my attention at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
V i c k i Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 
18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-327-0251 



Judy G. Zweiback -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
fi n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander 
Senior Land Advisor 

AA:TFH:j f 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to participate to the 
f u l l extent of the undersigned's i n t e r e s t i n the d r i l l i n g , t e s t i n g , 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 



MERIDIAN ©DL 

August 15, 1989 

Myrna G. Raffkind 
3800 Danbury 
Amarillo, TX 79109 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Ms. Raffkind: 

This i s to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as wel l as a copy of our Operating Agreement wi t h an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the A l l i s o n Unit, 
your interest was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed w e l l and spacing u n i t on the 
docket of September 6, 1989 for application f o r an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to p a r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my a t t e n t i o n at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
V i c k i Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 

18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 

Meridian Oii Inc., 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-327-0251 



Myrna G. Raffkind -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
f i n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

u 
Alan Alexander ' 
Senior Land Advisor 

AA:TFH:j f 

Attachments 

Doc. 10+ 

F i l e : Allison Unit, 3.0 

Agreed t h i s day of , 1989 to p a r t i c i p a t e to the 
f u l l extent of the undersigned's interest i n the d r i l l i n g , t e sting, 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 



MERIDIAN ©ML 

August 15, 1989 

Barbara Ann Witten 
535 East 86th Street 
New York, NY 10028 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Ms. Witten: 

This i s to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as wel l as a copy of our Operating Agreement with an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the A l l i s o n Unit, 
your int e r e s t was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed w e l l and spacing unit on the 
docket of September 6, 1989 for application for an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to p a r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my attention at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289. Farmington. New Mexico 87499-4289, Telephone 505-327-0251 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
V i c k i Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 
18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 



Barbara Ann Witten -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
fi n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander / ^ 
Senior Land Advisor 

AA:TFH:j f 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to participate to the 
f u l l extent of the undersigned's interest i n the d r i l l i n g , t e s t i n g , 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 



MERIDIAN ©OL 

August 15, 1989 

Robert C. Witten 
535 East 86th Street 
New York, NY 10028 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Mr. Witten: 

This i s to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as well as a copy of our Operating Agreement wi t h an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the All i s o n Unit, 
your interest was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed w e l l and spacing unit on the 
docket of September 6, 1989 for application for an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to p a r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my at t e n t i o n at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
V i c k i Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 

18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-327-0251 



Robert C. Witten -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
f i n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander 
Senior Land Advisor 

AA:TFH:j f 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to pa r t i c i p a t e to the 
f u l l extent of the undersigned's interest i n the d r i l l i n g , t e s t i n g , 
completing, and equipping of the above-described w e l l and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 



MERIDIAN ©DL 

August 15, 1989 

Vicki Mizel 
101 West Broadway, #1300 
San Diego, CA 92101 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Ms. Mizel: 

This i s to propose the d r i l l i n g of a Fruit l a n d Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as wel l as a copy of our Operating Agreement with an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the A l l i s o n Unit, 
your i n t e r e s t was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed well and spacing u n i t on the 
docket of September 6, 1989 for application f o r an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to p a r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my attention at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
V i c k i Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 
18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-327-0251 



Vicki Mizel -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
fi n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander 
Senior Land Advisor 

AA:TFH:jf 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to participate to the 
f u l l extent of the undersigned's interest i n the d r i l l i n g , t e s t i n g , 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 



MERIDIAN ©BL 

August 15, 1989 

Gary Dean Mizel 
c/o Pamela Staeck 
3801 East Florida Ave., #605 
Denver, CO 80210 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Mr. Mizel: 

This is to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as well as a copy of our Operating Agreement with an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the A l l i s o n Unit, 
your interest was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed well and spacing unit on the 
docket of September 6, 1989 for application for an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to p a r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my attention at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
Vic k i Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 
18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289. Farmington. New Mexico 87499-4289, Telephone 505-327-0251 



Gary Dean Mizel -2- August 15, 1989 

From our records, ownership of the new w e l l w i l l be as i s shown above. I f you 
f i n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander 
Senior Land Advisor 

AA:TFH:j f 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to pa r t i c i p a t e to the 
f u l l extent of the undersigned's interest i n the d r i l l i n g , t e sting, 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: . 

T i t l e : 

Company: 



MERIDIAN ©IL 

August 15, 1989 

Steven Mayer Mizel 
c/o Kaufmann Alsberg & Co. 
20 Broad Street 
27th Floor 
New York, NY 10005 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Mr. Mizel: 

This i s to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as well as a copy of our Operating Agreement with an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the A l l i s o n Unit, 
your i n t e r e s t was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed well and spacing unit on the 
docket of September 6, 1989 for application for an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to pa r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my attention at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

A l l i s o n Unit Working Interest Owners 59.056408% 
Southland Royalty Company 6.22901% 
T. H. McElvain O i l and Gas Properties 18.88655% 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 1.96844% 
Myrna G. Raffkind 1.96844% 
Barbara Ann Witten 3.93688% 
Robert C. Witten 3.93688% 
Vi c k i Mizel 0.98422% 
Gary Dean Mizel 0.98422% 
Steven Mayer Mizel 0.98422% 
Larry Mizel 0.98422% 
Lance Brewster Reemstma 0.01052% 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289. Farmington, New Mexico 87499-4289, Telephone 505-327-0251 



Steven Mayer Mizel -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
fi n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander 
Senior Land Advisor 

AA:TFH:jf 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to participate to the 
f u l l extent of the undersigned's in t e r e s t i n the d r i l l i n g , t e sting, 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 



MERIDIAN ©DL 

August 15, 1989 

Larry Mizel 
3600 Yosemite Street 
Suite 1040 
Denver, CO 80281 

Re: Al l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Mr. Mizel: 

This i s to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) .copies of an Authority for Expenditure (AFE) are enclosed for your 
review, as well as a copy of our Operating Agreement with an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the Al l i s o n Unit, 
your interest was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed w e l l and spacing unit on the 
docket of September 6, 1989 for application f o r an order pooling a l l interest 
i n the non-standard spacing dedication. 

I f you desire to p a r t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my att e n t i o n at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-327-0251 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
Vicki Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 

18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 



Larry Mizel -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
f i n d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander / 
Senior Land Advisor 

AA:TFH:jf 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to pa r t i c i p a t e to the 
f u l l extent of the undersigned's interest i n the d r i l l i n g , t e s t i n g , 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 



MERIDIAN ©OIL 

August 15, 1989 

Lance Brewster Reemstma 
937 Bathurst Street 
Toronto, Ont a r i o , Canada 

Re: A l l i s o n Unit #135 Well 
Non-Standard Dedication 
Sections 8 and 9 
Township 32 North, Range 6 West 
San Juan County, New Mexico 

Dear Mr. Reemstma: 

This i s to propose the d r i l l i n g of a Fruitland Coal test to be located i n the 
SE/4 SW/4 of Section 9, (approved Application for Permit to D r i l l and revised 
Pool and Dedication enclosed) on a non-standard spacing dedication of Lots 1, 
2, SE/4 NE/4, E/2 SE/4 Section 8 and the SW/4 of Section 9, T-32-N, R-6-W. 
This spacing u n i t conforms to the existing approved Mesaverde non-standard 
spacing dedication i n these two (2) sections. 

Two (2) copies of an Authority for Expenditure (AFE) are enclosed f o r your 
review, as w e l l as a copy of our Operating Agreement with an extra signature 
page. Although t h i s acreage l i e s w i t h i n the boundaries of the A l l i s o n Unit, 
your i n t e r e s t was not committed and your joinder i s requested. For your 
information, we w i l l be placing t h i s proposed well and spacing u n i t on the 
docket of September 6, 1989 for application f o r an order pooling a l l int e r e s t 
i n the non-standard spacing dedication. 

I f you desire to par t i c i p a t e , please so indicate by signing and returning one 
copy each of t h i s l e t t e r and the enclosed AFE to my attention at the address 
shown below. I f the Operating Agreement i s acceptable, please include the 
extra signature page f u l l y executed by you. The ownership i s : 

A l l i s o n Unit Working Interest Owners 
Southland Royalty Company 
T. H. McElvain O i l and Gas Properties 
Richard-Hogue O i l and Gas Company 
Judy G. Zweiback 
Myrna G. Raffkind 
Barbara Ann Witten 
Robert C. Witten 
V i c k i Mizel 
Gary Dean Mizel 
Steven Mayer Mizel 
Larry Mizel 
Lance Brewster Reemstma 

59.056408% 
6.22901% 
18.88655% 

1.96844% 
1.96844% 
3.93688% 
3.93688% 
0.98422% 
0.98422% 
0.98422% 
0.98422% 
0.01052% 

Meridian Oil Inc., 3535 East 30th St., P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-327-0251 



Lance Brewster Reemstma -2- August 15, 1989 

From our records, ownership of the new well w i l l be as i s shown above. I f you 
fin d otherwise, please advise. Meanwhile, your early consideration of our 
proposal w i l l be appreciated. 

Yours very t r u l y , 

Alan Alexander 
Senior Land Advisor 

AA:TFH:j f 

Attachments 

Doc. 10+ 

F i l e : A l l i s o n Unit, 3.0 

Agreed t h i s day of , 1989 to participate to the 
f u l l extent of the undersigned's i n t e r e s t i n the d r i l l i n g , t e s t i n g , 
completing, and equipping of the above-described well and to pay said 
undersigned's proportionate share of a l l actual expenditures therefor. 

By: 

T i t l e : 

Company: 
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\.A.?.L. i-'ORM hl(> - MODEL FORM OPERATING AGREEMENT "v*; 

OPERATING AGREEMENT 

" THIS AGREEMENT. ,r.terefl ,mo nv .n,, n.^e,- EL PASO NATURAL GAS COMPANY 

r. ̂ remitter designated and 
rjierrea to as "Operator . and the signatory partv or Tines otner :run Operator, sometimes neremauer reterreo to individually herein 
as "Non-Operator", and coiiectiveiy as "Non-Operators" 

> WITNESSETH: 

!') WHEREAS, the parties to this agreement are owners ot oii and eas ieases ancor oil and eas interests in the land identified in 
11 Exhibit "A *. and the parties hereto nave reacnea an aereement to explore and develop these leases anc or oii ana eas interests tor the 
12 production oi oii and gas to the extent anu as hereinatter proviced. 

: , NOW. THEREFORE, it is agreed as follows: 

ARTICLE I . 

• ' DEFINITIONS 

'. ̂  
[•) As used in this aereement. the following words ana terms snail have the meanings here ascribed to them: 
2° A. The term "oil and eas" shall mean oil, eas. casingheaa eas. gas condensate, and all other liquid or easeous hydrocarbons 
2: and other marKetabie substances produced therewith, uniess an intent to limit the inclusiveness ot this term is specilicallv stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas ieases covering, tracts of land 
2 : '>"ine. within the Contract Area which are owned bv the parties to tnis aereement. 
2i C. The term "oil and eas interests" shall mean unleased tee and mineral interests in tracts ot land lying within the 
25 Contract Area which are owned by parties to this agreement. 
26 D. The term "Contract Area" shall mean ail oi the lands, oil and gas leasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, eii and gas icustheld'fflwwjq ana g't and gaj imiTwej 
28 are described in Exhibit " A " , 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well bv order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed bv any such rule or order, a drilling unit shall be the driiline unit as establish-
-1 ed by the pattern ol drilling m the Contract Area or as tixed by express agreement of the Drilling Parties. 
•2 F. The term "drillsite" ^hall mean the oii anQ eas it ase cr interest on which a proposed weil is TO be located. 
.\ ; G. The terms "'Drilling Party" ap.d "Consenune Partv" -ha.i mean a party who aerees to iom in and pav its ĥare ot the cost of 
- t anv operation conducted under the provisions oi this aereement. 
5̂  H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 
56 m a proposed operation. 

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 I I . 

42 EXHIBITS 
43 

44 The following exhibits, as indicated beiow and attached hereto, are incorporated in and made a part hereot: 
4"5 XIX A. Exhibit " A " , shall include the following intormation: 
46 U) Identification of lands subject to this agreement. 
4"7 2) Restrictions, if any, as to depths, formations, or substances. 
48 (3) Percentages or Iractional interests of parties to this aereement. 
49 i ]) Oil and g» laaaoa tm.mr ml nn,i gcu UUUPMM suij^i ie im3 aiuu-em. 
50 |5) Addresses of parties for notice purposes. 
51 XX B. Exhibit " B " , Form of Lease. 
52 XX C. Exhibit "C", Accounting Procedure. 
53 XX D. Exhibit " D " , Insurance. 
54 XX E. Exhibit "E" , Gas Balancing Agreement. 
55 XX F. Exhibit " F ' \ Non-Discrimination and Certification of Non-Segregated Facilities. 
56 C G. Exhibit "G" , Tax Partnership. 
57 If any provision of any exhibit, except Exhibits "E" and "'G*\ is inconsistent with any provision contained in^the body 
58 of this agreement, tile provisions in the body of this agreement shall prevail. 
59 
60 
61 
62 
63 
64 * ; 
65 
66 

67 - ' 

70 1 



ovA.P 1. . JRM SODEL FORM OPERATING AGREEMENT 

ARTICLE I I I . 
INTERESTS OF PARTIES 

\ . O i l and Gas Interests: 

:;• l i iny partv owns an oii ana gas interest m tne Contract Area, that interest snail he treated tor a.i purposes ot this agreement 

and during tr.e term hereot as it it were covered bv the torm oi oii and gas iease attacned hereto as Exhibit " B " . and the owner thereot 

shall be ceerr.ea to own poth the rovaitv interest reserved tn <ucr. iease ana the interest L.t the .essee thereunder. 

14 B. Interests ot Parties in Costs and Production: 

12 Unless cr.anced bv- otner provisions, ail costs and Liabilities incurred in operations under this agreement snail be borne and 

1 - -aid. and a2 equipment ana materials acquired m operations on tne Contract Area snaii be owned. ?v the rurv.es as their interests are set 

1 , tcrth in Exhibit " A " In tr.e same manner, tne parties shall aiso own all producuon ot oil and gas trom the Contract Area subject to the 

15 payment ._! rcviities to tne extent ot One e i g h t h ( 1 / 3 ) .vnicn -.-aU he rorne as hereinatter set iorth. 

:~ Reearciess ot which partv has contributed the leaseis: and or oii ^nu gas interests hereto on which rovaitv is due and 

! pavabie. eacr. rartv enutied tc receive a share ot production ot oil and gas trom the Contract Area <rSu hear and M.ail rav or deliver, or 

!9 cause to r>e pau or delivered, to the extent ot us interest in such production, the rovaitv amount stipulated Hereinabove and shall hold the 

20 other parties tree trom anv habilitv therefor. No partv shall ever oe responsible, however, on a price basis higher than the price received 

2\ by such partv. to any otner partv's lessor or rovaitv owner, and it any such other partv's lessor or rovaitv owner should demand and 

22 receive settlement on a higher price basis, the party contributing the attected lease shail bear the additional rovaitv burden attributable to 

2} such higher -rice. 

2-i 

25 Nothing contained in this Article III.B. shall be deemed an assignment or cross-assignment o£ interests covered hereby. 

26 
27 C. Excess Royalties. Overriding Royalties and Other Payments: 

28 

29 Unless changed bv other provisions, it the interest ot anv partv in anv lease covered herebv is subject to anv rovaitv, 

30 overriding royalty, production payment or other burden on production in excess ot the amount stipulated in Article III.B.. such party so 

^1 burdened shail assume and aione bear ail such excess obligations and shall indemnity and hold the other parties hereto harmless trom any 
; 2 and all ciaims ana demands tor payment asserted hv owners ot ^.ich excess ;mrden. 

v t D. Subsequently Created Interests: 

35 

}<3 If any party should hereafter create an overriding royalty, production payment or other burden payable out ot production 

37 attributable to its working interest hereunder. o*i>'«eH a cmpglgw H H I W ppwsr TO twn JigPU'emgni'̂ wB i~mt m t o n k i n Exhibit '"fVr"PP' 

^8 woo HOI duel ase d in wnnng 10 a^-othep^MMigfrpjiop is iho enogmioH aMhia aepcgpwpwt fey ail papww. — n 11 fumtii acknowledged and -

59 iweipud Bflwaanon oi<m\\ pawtco (any such interest being hereinafter referred to as "subsequently created interest" irrespective of the 

40 timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred 

41 to as "'burdened party"), and: 

42 

4 , 1. If the burdened partv is required under this agreement to assign or relinquish to anv other partv. or parties, all or a portion 

4^ ot its working interest andfor the production attributable thereto, said other partv. or parties, shall receive -̂aid assignment and/or 

-O production free and clear of said subsequently created interest and the burdened party shaii indemnity and save said other party, 

4ft or parties, harmless irom any and all claims and demands tor payment asserted bv owners ot the subsequently created interest; 

and. 
48 

i9 2. If the burdened partv rails to pay. when due. its share or expenses chargeable hereunder, aii provisions ot Articie VII.B. shall be 

SQ enforceable against the subsequently created interest in the same manner as thev are enforceable against the working interest of 

51 the burdened partv. 

52 

53 A R T I C L E I V . 

54 TITLES 

55 

56 A . Ti t le Examination: 

57 

58 Title examination shall be made on the drillsite of any proposed well prior to commencement ot drilling operations or, if 

59 the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to be indud-

60 ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding 

61 royalty and production payments under the applicable leases. A t the time a well is proposed, each party contributing leases andienrfeii and 

62 gas interests to the drillsite. or to oe included m such drilling unit, shall furnish to Operator all abstracts including federal lease status 

63 reports), title opinions, title papers and curative material in its possession tree ot charge. A l l such information not in the possession of or 

64 made available to Operator by the parties, but necessary for the examination of the title, shall be obtained bv Operator. Operator shall 

65 cause title to be examined by attorneys on its staff or bv outside attorneys. Copies of ail title opinions shall he furnished to each party 

66 hereto. The cost incurred by Operator m this title program shail be borne as follows: 

67 ^ 
68 _ Option No. 1: Costs incurred by Operator in procuring abstracts and title examination including preliminary, supplemental, -

69 shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided in ExTtftnr s^C", 

~0 and shaU not be a direct charge, whether performed by Operator's staff attorneys or bv outside attorneys. 
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well; 

J 1 Shouid an;, person n : a ;\.rr. • -his .,c:v-.-mep,t. v, no :s determined ;o oe the .wner K .inv interest :n the t::.e which has 

uuipmem. or parties tailed, pav in aro. manner anv Part : ':x ••[ i ivrati.'P. Jevr-iopinen 

who pore the c.sts which are -M xxr .xc : : 

e, Any liability to account to a :r.:rd partv tor prior production ot oil anj gas which arises bv reason ot ; :tie taiiure shall be 

borne by the party or parties whose titie tailed m the same proportions m which thev shared in such prior production: and. 

vO No charge shall be made to the ioint account tor iegal expenses, tees or saiaries. m connection with the defense ot the interest 

claimed by any party hereto. :t being the intention ot rhe parties hereto that each shall defend title to its interest and bear ail expenses in 

connection therewith. 

2. Loss by Non-Payment or Erroneous Payment of Amount Duet If. through mistake or oversight, anv rental, shut-in well 

payment, minimum royalty or rovaitv payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates, 

there shall he no monetary liability agam.st the party who tailed to make such payment. Unless ihe partv who tailed to make trie required 

payment secures a new lease covering tr.e âme interest within ninetv 901 davs trom the disco\erv ot the taiiure to make proper payment, 

which acquisition will not be xir-iea to Article VIII .B. . the interests ot the parties shall be revised on an acreage basis, eitective as ot the 

date of termination of the lease involved, and the party who tailed to make proper payment wiii no ionger be credited with an interest in 

the Contract Area on account of ownership ot the lease or interest which has terminated. In the event the partv who tailed to make the 

required payment shall not hav e been rc.iv reimbursed, at the time of the loss, trom the proceeds ot the saie ot o:i and gas attributable to 

the iost interest, calculated on an .urcge oasis, tor the development and operating costs theretoiore paid on account ot such interest, it 

shall be reimbursed for unrecovered actual costs theretoiore paid by it ibut not tor its share ot the cost ot any drv hole previously drilled 

or wells previously abandoned trom sp, much of the following as is necessary to effect reimbursement: 

•a) Proceeds ot oil and gas. iess operating expenses, theretofore accrued to the credit ot the irst interest, on an acreage basis, 

up to the amount of unrecovered costs; 

•b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, ot that portion of 

oil and eas thereafter produced and marketed '..excluding production trom any wells there-tter dnlledi which, in the absence ot such lease 

termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 

ponion of the oil and gas to be contributed by the other parties in proportion to their respective interests: and. 

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is. or becomes, the owner of the interest 

lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. 

3. Other Losses: A l l losses incurred, other than those set forth in Articles IV.B l . and IV,B.2. above, shall be joatt*losses 

and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of 

the Contract Area. 
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ARTICLE V 

OPERATOR 

A. Designation and Responsibilities oi Operator: 

EL PASO NATURAL GAS COMPANY s h a U ^ t h e 

Operator oi the Contract Area, ana snaii conduct ana direct ar.d nave mil control ot all operations on tne Contract Area as permitted and 
S required by. and within the limits or this agreement. It shail conduct all such operauons in a good and workmanlike manner, but it shall 
9 have no liability as Operator to the otner parties tor losses sustained or liabilities incurred, except such as mav result trom gross 

' j i negligence or willful misconduct. 
11 
12 B. Resignation or Removal ot Operator and Selection ot Successor: 

: - 1. Resignation or Removai ot Operator: Operator mav resign at anv time hv giving written notice thereot to Non-Operators. 
1" it Operator terminates its legal existence, no longer ovsns an interest hereunder m the Contract Area, or is no longer capable ot serving as 
In Operator. Operator shall be deemed to have resigned without anv action by Non-Operators, except the selection ot a successor. Operator 
I " may be removed if it fails or reiuses to carry cat its duties hereunder, or becomes insolvent, bankrupt or is piaced in receivership, by the 
IS affirmative vote of two {2) or more Non-Opera tors owning a maiority interest based on ownership as snown on Exhibit " A " remaining 
:9 atter excluding the voting interest ot Operator, been resignation or removal shall not become effective unul 7:00 o'clock A.M. on the 
2 • tirst day ot the calendar month following tr.e txnration , i ninetv davs after the giving ot notice cr resignation in Operator or action 

21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties ot Operator at an earb'er 
22 date. Operator, after effective date ot resignation or removai. snaii be bound bv the terms hereor as a Non-Operator. A change of a cor-
2 ; ^orate name or structure ot Operator or trar.sler c: Operator'̂  interest to anv single subsidiary. parent or successor corporation shail not 
24 be the basis for removal of Operator. 
2̂  
2b 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
27 the parties. The successor Operator shall be selected from the parties 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 (21 or more parties 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 
0̂ succeed itself, the successor Operator shail 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 atter excluding the voting interest ot the Operator that was removed. 

32 
C. Employees: 

s 4 

; ^ The number ot employees used h\ Operator :r. conducting operations hereunder, their selection and the hours ot labor and the 
v-i compensation tor services performed shall pe determined bv Operator, and aii such employees shall be the employees ot Operator. 

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 the area and the rate of such charges shail 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 m contracts of in-
44 dependent contractors who are doing work of a similar nature. 
45 
46 

48 
49 ARTICLE VT. 

50 DRILLING AND DEVELOPMENT 
51 
52 A. Initial Well: 
53 
54 On or before the 3 1 s t j a y 0 , December 19 &9 Operator shall commence the drilling of a well for 
55 oil and gas at the following location: 
56 

57 a l e g a l l o c a t i o n i n the SW/4 Section 9, T32N, R6W, N.M.P.M. 
58 San Juan County, New Mexico. 
59 

60 and shall thereafter continue the drilling of the well with due diligence to 
61 
62 a depth s u f f i c i e n t to test adequately the F r u i t l a n d formation. £1 . 
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 formauon or formations to which this agreement may apply. 
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3. Subsequent Operations: 

:. Proposed Operations: Should anv partv hereto desire :•; uni 1 any well on the Contract Area otner than the well provided 

tor in Article VTA., or to rework, deepen or piug Dack a drv hoie drilled at the joint expense ot all parties or a weil jointly owned by all 

the parties ana not then producing in paving quantities, the partv desiring to anil, rework, deepen or plug back such a well shall give the 

other parties written notice ot the proposed operation, specifying tr.e work to be performed, the location, proposed depth, objective forma

tion and the estimated cost ol the operation. The carties receiving sucn a notice shall have thirty ' ; 0 i davs atter receipt ot the nouce 

within wnicn tc notify the partv wishing to do tne work wr.etner -j;ev eiect to participate m tne cost ot the proposed operation. If a drill

ing ng is cn iocation. notice oi a proposal to rework. p;ug pack or anil deeper mav he given bv telephone and the response period shall be 

limited to tortv-eight o-t8> hours, exclusive ot Saturdav. Sunday and icgai holidays, failure ot a party receiving sucn notice to reply within 

tne period above fixed shaii constitute an election o\ that partv ppt to participate m the cost ot the proposed operauon. Any nouce or 

response fiiven by telephone snail be promptLv conlirmeo in writing. 

- : If all parties eiect to participate in such a proposed operation. Operator snail, within ninetv i90'i days alter expiration ot the notice 

period of thirtv ; Vr davs lor as promptiv as possible atter the expiration ot the tcrtv-eight '--tS1 hour period when a drilling ng is on loca-

t:on. as the case mav be'1, actuaiiy commence the proposed operation and complete it with due diligence at the risk and expense of all par-

- i ties hereto: provided, however, said commencement date may be extended upon written notice oi same by Operator to the other parties. 

:or a period ot up to tnirtv i 3'b additional davs u. m tne soie opinion ot Operator, such additional time is reasonably necessary to obtain 

-6 permits from governmental authorities, surtace rights [including rights-of-way i or appropriate drilling equipment, or to complete titleex-

2. aminataon or curative matter required tor title approval or acceptance. Notwithstanding the force majeure provisions ot Article X I , if the 

-S actual operation has not been commenced within the time provided ; including any extension thereot as specifically permitted herein) and 

29 if any party hereto still desires to conduct said operation, written nouce proposing same must be resubmitted to tiie other parties in accor-

30 dance with the provisions hereof as it no prior proposal had been maae. 

31 

-1 Operations PV Less tnan Al l Parties, h anv partv receiving such notice as provided in Article VI R 1. ur Y l l . D . l . (Option 

No. J elects not to participate m tne proposed operation, tr.en. :r rcer ro Pe entitled to the benefits ot tnis Articie. the partv or parties 

" f 1 giving the notice and such other parties as shall elect to participate :n the operation snail, within ninetv davs after the expiration of 

the notice period or thirty [ 30] davs ;or as promptiv as possibie alter tne expiration ot the torty-eight <4St hour period when a drilling rig is 

~8 on location, as the case may bei actually commence the proposed operation and complete it with due diligence. Operator shall perform all 

39 work for the account of the Consenting Parties: provided, however, it no drilling ng or other equipment is on location, and if Operator is 

40 a Non-Consen ting Party, the Consenung Parties shall either: ia) request Operator to perform the work required by such proposed opera-

41 tion for the account of the Consenting Parties, or (b) designate one > l'i of the Consenting Parties as Operator to perform such work. Con-

42 senting Parties, when conducting operations on the Contract Area pursuant to this Articie VI.B.2.. shall complv with all terms and con-

43 ditions of this agreement. 

44 

*6 

it less than ail parties approve any proposed operation, the proposing party, immediately atter the expirauon of the applicable 

48 notice period, shall advise die Consenting Parties of the total interest of the parties approving such operation and its recommendation as 

*9 to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within fortv-eight (48) hours 

" A ] exclusive of Saturday. Sundav and legal hoiidaysi alter receipt of sucn notice, shail advise the proposing partv ot its desire to ta) limit par-

ticipation to such party's interest as shown on Exhibit " A " or ib- carry its proportionate part ot Non-Consenung Parties' interests, and 

"•2 taiiure to advise die proposing party shall be deemed an election under 'a). In the event a drilling rig is on location, the time permitted for 

^ such a response shall not exceed a total of forty-eight (48] hours inclusive of Saturday. Sunday and legal holidays). The proposing party, 

^4 at its election, may withdraw such proposal if there is insufficient participation and shail promptiv notify ail parties of such decision. 

55 

56 

58 The entire cost and risk of conducting such operations shall be borne by the Consenung Parties in the proportions they have 
"39 elected to bear same under the terms oi the preceding paragraph. Consenting Parues shall keep the leasehold estates involved in such 

60 operations free and clear of all liens and encumbrances of every kind created by or arising from the operauons oi the Consenting Parties. 

61 If such an operation results in a dry hole, the Consenting Parues 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 ot 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 cosfc£rtd risk, 

64 

65 

66 ~ : ' 
67 

68 
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. ^ . v . r x x - - tr,e p:v ..x pi tms Article va.n N -r. vl. r.-e..;mg K.rv. s;-..̂  , t . l t m t L • r..o .• : .-. o : p-Pro to ' , r.-er.tme Parties. 

.nc rr.e L..rx.r.:;r.g Parties -r.d; .nvn and tx entitled t,. r.-cc:vr. n prop"n:or: r. -;x:r x-'pexr.:- :r.:.-rt-'s : sixr. \ ^n-Cnsemmg 

:xrtv - .r.x-r- • T. tne ..i.e. share cr production trtereirom ...-.::! tne proceeo tr.e -..a. : -. 1 Lr. oxfe. . . . a j iu i tu at tne weii. or 

r.arket v^ac tr. erect it su<_r. ^.are is not svid. alter deducting :\p auction taxes, etxse t„\cs. rovaitv. --.trrsding rovaitv and other in-

'erests not excepted bv Arnc.e III.D. payable out or or measured bv rne production irom su^n weii accruing v.;tn respect to such interest 

until it reverts shall equal tr.e total ot the following; 

i ' i i ' " ; each such Non-Consenting Partv s share ol the cost ot anv newiv acuuired xirtace equipment hevond the wellhead 

connections irc.ading. Put v.. t limited to. stock tanks, separators, treaters. pumrmg equipment and piping . plus I'l'V-'- ot each such 

V;n-Consenting Partv's share oj the cost oi operation ot the weii commencing '.vith nrst production .ind continuing until each such Non-

Consenting Partv s relinquished interest shaii revert to it under other provisions ot this Article. :t ^eing agreed that each Non 

Ccnsenting Partv's share or such costs and equipment wiii he that interest which would have heen cnargeanie to such Non-Consenting 

Party had it participated in tne weii trom the heginnmg o; the operations; anc 

21 b? 3QQ ". ot that portion oi the costs and expenses or drilling, reworking, deepening, piuggmg raik. testing and completing, 

22 alter deducting anv cash contributions received under Article YHI.C. and 3 0 0 ._,[ that portion ol the cos; of new iv awjuired equip-

2 : ir.er.t in the -A c-i to and including the wellhead s^nnecx. ns . whicn wouid have Jeer, Jtargeabie to sucn Non-Cnsenting Partv it it had 

2 l participated therein. 

26 

-S An election not to participate m the drilling or the deepening ot a well shall be deemed an election not to participate in any re-

-9 working or plugging back operation proposed in such a well, or portion thereot. to which the initial Non-Consent election applied that is 

30 conducted at any time prior to tull recovery by the Consenting Parties of the Non-Consenting Party's recoupment account. Any such 

31 reworking or plugging back operation conducted during the recoupment period shall be deemed part ot the cost ot operation ot said well 

32 and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent . 1WX. > ot that portion ol the costs of 
; ^ the reworking or plugging hacK operation which would have been chargeable to such Non-Consenting Partv had it participated therein. If 

"• t xich a reworking - r plugging rack operation is proposed during sue" recoupment period, the pro-.isions or this Article VLB. shall be ap-

" ^ phcabie as het'Aeeh said Consenting Parties in said well. 

X. 

38 

39 During the period oi time Consenting Parties are entitled to receive Non-Consenting Partv's share of production, or the 

40 proceeds therefrom. Consenting Parties shall be responsible for the payment of all production, severance, excise, gathering and other 

11 taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party 's share of production not excepted by Ar-

42 tide III.D. 

43 

44 

15 

In the câ e ot any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use. tree 

r oi cost, all casing, tubing and other equipment in the weil. but the ownership of ail such equipment shall remain unchanged: and upon 

\H abandonment ot a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-

t9 ment to the owners thereot. with each partv receiving its proportionate part m kind or in value, iess cost ot salvage. 

' 0 

51 

53 Within sixty i60) days alter the completion of anv operation under this Article, the partv conducting the operations for the 

54 Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an 

55 itemized statement of the cost ot drilling, deepening, plugging back, testing, completing, and equipping the well lor production; or, at its 

56 option, the operating party, in lieu ot an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-

57 ings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the 

58 operations for the Consenting Parties shall furnish the Non-Consenting 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 quantitv of oil and gas produced from it and the amount of proceeds 

60 realized from the saie of the well's working interest production during the preceding month. In determining the quantity of oil and gas 

61 produced during any month. Consenting Parties shall use industry accepted methods such as. but not limited to, metering or periodic 

62 well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation 

63 which would have been owned by a Non42onsenting Party had it participated therein shall be credited against the total unreturned costs 

64 ot the work done ana of the equipment purchased in determining when the interest of such Non-Consenting Party shall revert to it as 

65 above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Partv. 

66 

67 

68 

69 
70 
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ARTICLE \T 
continued 

• - . •• .T trom a Non-consenting Partv s reiinuL.isr.ed interest tr.e un;s provided lor above. 

" r-eP.v.ng rarr\ span ^.t^rp.aticai.Y revert : p trom ..r.d ar,er •-...n reversion, such Non-

rr.e r iL re : in sucn '.veil. :ne material anu equipment : : i er pertain T.g thereto, ar.u the production 

rr.r:v 'A L:U have neen entitled to had it participated in tne drilling, rewording, deepening or plugging 

\ . P. * Consenting Parte snaii ce charged with and snaii pav its proportionate p^rt .-t t ie turther costs ot 

a^nce ^ i :n tr.e terms oi this agreement anu the Accounting Procedure attached hereto. 

'.: .ind vvnen the v. ". et" r_ . 

p.e re.-noussr.ea interests : 

'-Consenting Partv snaii CAH -. 

"hereirom as sucn Non-c_. n-er.t:rg 

ack ot said weii. Thereatter. ;- _r. 

the operation 01 said wen ,r. J L . _ r 

'-'•) 
i\> Notwithstanding the provisions or this Article VI.B.2.. it is agreed that without tne mutual consent or ail parties, no wells shall 

11 he completed in or produced trom a source ot suppiy irom which a weil located elsewhere on the Contract Area is producing, unless such 

12 well contorms to the then-existing wti . spacing pattern tor such source ot supply. 

13 

lo The provisions ot this Artio.e shaii have no application whatsoever to the dniling ot the initial well described in Article VI .A. 

I " 1 except ia) as to Article VII.D 1 Option No. 2 . it .-.elected, or .;v as to the reworKmg. deepening and plugging bacx ui such initial well 

IS alter it has been drilled to the deptr. seemed in Articie VI .A. it it shall thereatter prove to he a dry hole or. it minailv completed for pro-

19 Juction. ceases to produce in raving dummies. 

2f> 

21 
i "> 

23 V Stand-Bv Time: When a -AO-I! which has been drilled or deepened has reached its authorized depth and all tests have been 

24 completed, and the results thereot turnished to the parties, stand-by costs incurred pending response to a party s notice proposing a 

21 reworking, deepening, plugging back or completing operation in such a weil shall be charged ana borne as part ot the drilling or deepen-

20 ing operauon just completed. Stand-bv costs subsequent to all parties responding, or expirauon of the response time permitted, whichever 

27 first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-

28 matical paragraph of Article VI.B.2. shall be charged to and borne as part of the proposed operauon, but if the proposal is subsequently 

29 withdrawn because of insufficient participation, such stand by costs shaU be allocated between the Consenting Parties in the proportion 

30 each Consenting Party's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of ail Consenting Par-

31 ties. 

32 

V i 

o i . Sidetracking: Except as ;tere:na:ter provided, those provisions ot this agreement applicable ro a "deepening ' operation shall 
; f i also be applicable to any proposal to directionaily control and intentionally deviate a weil from v ertical so as to change the bottom hole 

3 7 location therein called "sidetracKing'' . unless done to straighten the hole or to drill around iunk in the hole or because of other 

38 mechanical difficulties. Any partv having the right to participate in a proposed sidetracking operation that does not own an interest in the 

39 affected well bore at the time ot the notice shall, upon electing to participate, tender to the well bore owners its proportionate share (equal 

40 to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows: 

41 

42 

43 

44 (a) If the proposal is tor sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in 

45 the initial drilling of the weii down to the depth at which the sidetracking operation is initiated. 

to 
47 

48 

49 ib] If fhe proposal is tor sidetracking a well which has previously produced, reimbursement shail be on the basis of the well's 

50 salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined m accordance with the 

51 provisions ot Exhibit " C " . less the estimated cost ot salvaging and the estimated cost ot plugging and abandoning. 

52 

53 

54 

55 In the event that nouce for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period 

56 shall be limited to forty-eight i48't hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and 

57 receive up to eight (8} addidonal days atter expiration of the forty-eight (48) hours within which to respond bv 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 the notice, stand-

59 by costs shall be allocated between rhe parties taking additional time to respond on a day-to-day basis in the proportion each ejecting par-

60 ty's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all the electing parues. In ail other in-

61 stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. 

62 

63 
64 

65 C. T A K I N G P R O D U C T I O N I N K I N D : 

66 

67 Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced from the Contract Area, 

68 exclusive of production which may be used in development and producing operauons and in preparing and treating oil and gas for 

69 marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or s^aratedispasitiofl by any 

70 party of its proportionate share of the production shall be borne by such party. Any party taking its share of production inJdjgAshall be 
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r.aen rany shaii exerate sL-n - ~.:,r r.tracts as or-. r ;^-s. ;r-.. : :- : • --,-rest :n pr-auction trom 

-he lon t raa Area. anu. exte. t as - . : , > - : :p. . . , \ B . iv entitled ro receive P.P. m.ef.r o.:.- v T. :r.c purchaser thereot lor 

•s snare or aii production. 

angemems necessary ro take in Kind or separate!'- c. - r^e PI :ps proportionate share ot in ^ p ^ j 6 0 ^ ^ ' P a r i Y s n a ^ r d [ l u~! mase the arran 

•he oii^rxlucedTrom the Contract Area.^Operator snail have the right, subject to the revocation at w.ti bv the partv owning it . but not 

the obligation, to purchase such oiiTa**seL it ro^uhers at anv time and trom time to time. lor the account or the non-taking party at the 

pest price ootamable m the area tor sucn pr.icuco.pn. Any <uch purchase or saie bv Operator sh.au tx- su^iec: aiwavs to the right of the 

owner oi the producuon to exercise at anv time its ngnt to take in kind, or separately ^ ^ j ^ ' - r t ^ s '^ j r e 0 1 J ^ oii'riot'prev^ioGsIv 

delivered to a purchaser. Anv purchase or saie bv Operator ot anv other partv \ share ot o n f a l l he oniv k r Mich reasonable periods ot 

-ime as are consistent with the minimum needs or tre industry under the particular circumstances, rut in p.e event tor a period in excess 

t one <b year. ( C o n t i n u e d a t L i n e 60 b e l o w ) 

In the event one or more parties -.-pirate di-POM tion ot its share ot the gas causes sruit-stream deliveries to separate pipelines and/or 

deliveries which on a day-to-day casis le-r anv reason are not exactiy equai to a partv's respective proportionate share ot totai gas sales to 

he allocated to it. the balancing or accounting retween the respective accounts ot the parties snail he in accordance with anv gas balancing 

agreement between the parties hereto, wnether sucn an agreement is attached as Exhibit " E " . , r is a separate agreement. 

21 D. Access to Contract Area and Information: 

2~ Each partv shall have access to -he C r. tr^; Area J: ad reasonable times, at its soie rest and :, inspect or onserve operauons, 

24 and shall have access at reasonable times to intormation pertaining to the development or operation rhereoi. including Operator's books 

2: and records relating thereto. Operator, upon request, snail turnisn eacn ot the otner parties with copies or ail rorms or reports filed with 

26 governmental agencies, daily drilling reports, weil logs, tank tables, daily gauge and run tickets and reports ot stock on hand at the first of 

2~* each month, and shall make available samples ot any cores or cuttings taken from any well drilled on the Contract Area. The cost of 

28 gathering and furnishing information to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-

29 quests the information. 

30 

31 E. Abandonment of Wells: 

-> 
^ 1. Abandonment of Drv Holes: Except tor anv weii drilled or deepened pursuant to Article VI B.2.. anv well whtcti has been 

•- drilled or deepened under the terms ot this agreement ,:nj is proposed to he completed as a drv hole sha.i rot pe plugged and abandoned 

" without the consent of all parties Should 1 jperator ..per deigent ettort. oe unable to contact anv partv. or cpouid anv partv tail to reply 

within forty-eight (481 hours exclusive ot Saturday, "n.ndav and legal holidays' alter receipt ot notice et the proposal to plug and abandon 

such well, such party shall be deemed to nave consented to the proposed abandonment. Al i such weils shaii he plugged and abandoned in 

S accordance with applicable regulations ana at the cost, risk and expense of the parties who participated in the cost of drilling or deepening 

39 such well. Any party who objects to plugging and abandoning such well shall have the right to take over the well and conduct further 

40 operations in search of oil and/or gas subject to the provisions of Article VLB. 

1 

42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted 

hereunder for which the Consenting Parties have not been tully reimbursed as herein provided, anv weil which has been completed as a 

producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall 

be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense PT ali the parties hereto. If. within 

'•̂  thirty • 301 days after receipt of notice ot the proposed abandonment of anv well, all parties do not agree to the abandonment ot such well. 
1 those wishing to continue its operauon trom the intervals; of the lormationist then open to production shall tender to each of the other 

parues its proportionate share of the value of the weii s salvable material and equipment, determined in accordance with the provisions of 

Exhibit " C " , less the estimated cost ot salvaging and the estimated cost ot plugging and abandoning. Each abandoning partv shall assign 

^ the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or titness tor use of the equipment and 

^1 material, all of its interest in the well and reiatea equipment, together with its interest in the leasehold estate as to. but only as to, the in

terval or intervals of the formation or formauons then open to production. If the interest ot the abandoning partv is or includes an oil and 

gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-

54 tervals of the formation or formauons then open to production, tor a term of one i 1) year and so long thereatter as oil and/or gas is pro-

55 duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit 

56 

57 

58 

59 

60 (Continued from Line 14 above) Notwithstanding the foregoing, Operator s h a l l 
61 not make a sale, i n c l u d i n g one i n t o i n t e r s t a t e coTranerce, of any other party's 
62 share of gas production without f i r s t g i v i n g such other party t h i r t y (30)^days 
63 n o t i c e of such intended sale. 
64 
65 
66 
67 
68 
69 - '— •;• 
70 
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nunueu 

• tne aggrec.ite 

ctnaming port; 

p. rr.ents 0'.. ana tne 

: r jrriciranon in the 

r r.'.' reaaiustmen: ct 

7r.erea:ter. abandoning Parties sr.a,. lope r.-- :ertrnr r.-~ rsininrp. ..aPmtv. T .merest ;n tr.e :'t-r.mor. ••: production trom 

• - . i - wen in tr.e .nterval or intervals ir.en open oir.er ir.an tr.e : - ..::es retained m an> lease made under tne terms tnis Article. Upon re

ddest. Operator shaU continue to operate tne assigned weii t : tr.e account ot the non-abandoning parties at the rates and charges con

templated bv tnis agreement, plus an> additional cost anu charges wnicn mav arise as the result ot the separate ownersnip ot the assigned 

weii. L'por. proposed abandonment oi the prxuiung irterva, > .^signed or leased, the assignor or lesser shall then nave the option to 

repurchase its prior interest tn tne weil <using the same valuation : rmuia1 and participate in turther operations therein subject to the pro

visions hereof. 

\ Abandonment ot N o n n s e n t Operations The pr -.-o rs or Article VI .E. I . or VI.E.2. aivu- -hail he applicable as between 

Consenting Parties in tne event oi tne proposed abandonment : anv weii excepted from said Articles. pro\ idea. he>we\er. no weil shall be 

permanentiv plugged and abandoned unless anu untu .di parte- ",.o:nc hhe ngnt to conduct turtner operath->ns therein have been notified 

the proposed abandonment and aitorded the opportunitv f e.e.t ro taKe over the weii in accordance with the provisions ot this Article 

VI.E. 

ARTICLE. V H . 

EXPENDITURES A N D L I A B I L I T Y OF PARTIES 

A. Liabil i ty of Parties: 

The liability ot the parties snail be several, not 101m , r .. dective. Each party shail be responsible oniv tor its obligations, and 

shail be liable only for its proportionate share ot the costs ot developing and operating the Contract Area. Accordingly, the liens granted 

among the parues in Article VII.B. are given to secure only the aebts of each severally. It is not the intention ot the parties to create, nor 

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

B. Liens and Payment Defaults: 

Each Non-Operator grants to Operator a hen upon its oil and gas rights in the Contract Area, and a security interest in its share 

.'t ou and or gas when extracted and its interest tn ail equipment.secure payment ot its share ot expense, together with interest thereon 

..t the rate rr^.ided in Exhibit "<"" . [\. the extent that Uper.o.r ras a security interest under the I'r.iiorrn 0 •mmerciai Code of the 

• tote. Operator -rail be entitled *o exercise the rights arid r< rieo:— • ! a secured partv .mder the Cede. T A '^ringing ot a salt and the ob

taining -,! 'ujgment bv Operator tor ihe secured indebtedness -;-a.i not i \ - deemed an election or remedies or ''tneruise affect the lien 

rights or security interest as security tor the payment thereot. in addition, upon detauit bv anv Non-Operator in the payment of its share 

ot expense. Operator shall have the right, without prejudice to other rights or remedies, to collect trom the purchaser the proceeds from 

the sale of such Non-Operator's share of oil and or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each 

purchaser shall be entitled to rely upon Operator's written statement concerning the amount of anv detauit. Operator grants a like lien 

and security interest to the Non-Operator 5 to secure payment ot Operator's proportionate share of expense. 

If any party fails or is unable to pay us share ot expense within sixty (60) davs alter rendition ot a statement therefor by 

Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pav the unpaid amount in the proportion that 

the interest of each such partv hears to the interest ol ail such parties. Each party so paying its share ot the unpaid amount shall, to obtain 

reimbursement thereof, he subrogated to the security rights described in the foregoing paragraph 

C. Payments and Accounting: 

Except as herem otherwise specifically provided. Operator snail promptly pay and discharge expenses incurred in the development 

and operation ot the Contract Area pursuant to this agreement anu shall charge each ot the parties hereto with their respective propor

tionate shares upon the expense basis provided in Exhibit " C " \ Operator shall keep an accurate record ot the joint account hereunder, 

showing expenses incurred and charges and credits made and received. 

Operator, at its election, shall have the right irom time to time to demand and receive irom the other parties payment in advance 

of their respective shares of the estimated amount ot the expense to be incurred in operations hereunder during the next succeeding 

month, which right may be exercised only by submission to each such party of an itemized statement ot such estimated expense, together 

with an invoice for its share thereot. Each such statement and invoice tor the payment in advance of estimated expense shall be submitted 

on or before the 20th day of the next preceding montn. Each partv shall pav to Operator its proportionate share of such estimate within 

fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, the amount 

due shall bear interest as provided in Exhibit "C " until paid. Proper adjustment shall be made monthly between advances and actual ex

pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 

D. Limitation of Expenditures: 

1. Drill or Deepen: Without the consent ot all parties, no well shall be drilled or deepened, except anv well drilled or deepened 

pursuant to the provisions ot Article VI.B.2. ot this agreement Consent to the drilling or deepening shall include: 
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. otnorizeo derm, and a.i r. ;ven i . ponded. ..nd tht' repeats tpiereor rarnisr.ed : t:<-v v r.\-r~\- r - :.:.: go. r : on mediate notice 

• tne ,\ r.-Operators wrto rave tre ngnt p participate- ;r. the e. rr.pieucn e.sts ihe parties reeeivinc -uc.:\ :\. ace ^r.aa have trrtv-eight 

,S! hours exclusive or ^ i rur j^ ; . . rjcr.aav .ir.u iegai holidays in wnun to eiect to participate m the setting ot casing ana the completion at-

^ tempt, b-cr. election, wnen mace, shail include consent to ail necessary expenditures tor the completing and equipping ot such well, in-

-> eluding necessary tankage and or surtace taciiities. Failure ot anv partv receiv ing sucn notice to reply A nnm the period above lixed shall 

'o'l constitute an election bv that partv not tc participate m the cost e; tne completion attempt, it one or more, out le^ than all ot tne parties. 

11 eiect to set pipe and to attempt a completion, the provisions ot Arucie VLB.2. hereot .the phrase "reworking, deepening or plugging 

i 2 hack" as contained m Articie VLB. J. shail be deemed to include ' '-.ompienng " shail appiv to the opera turns thereatter conducted bv less 

1 ; than ail parties. 

; 4 

1" 2. R-:iv -rk or Plug Back. Without tne consent ot ail parties, no wed shall he reworked or p.dgged Pack except a '.veil reworked or 

io plugged pacK pursuant to the provisions or Articie VLB.2. ..: this agreement. Consent :o the reworking ^r plugging oack ot a well shall 

I " include all r.ecessarv expenditures sn conducting M L ' I I operations anu completing and equipping oi v iu wen. including necessary tankage 

IS and or surtace taciiities. 
' 0) 

21'i ; O.-.er Operations: Without rhe consent >d ail parties. O^eratnr -Tad not undertake .-.r.v -m^le -T -eo- -.asonabiv estimated 

21 to require an expenditure :n excess 0,1 t w e n t y - f i v e t h O U S a n d Hollars.S 2 5 , 0 0 0 . 0 0 ^ 

22 except m connection with a well, the drilling, reworking, deepening, completing, recompleting. or plugging back ot which has been 

21- previously authorized bv or pursuant to tn-.s agreement: provided, however, that, in case >•! expiosvor. tire, hoou or other sudden 

24 emergency, whether ot the same or different nature. Operator may lake such steps and incur such expenses as in its opinion are required 

25 to deal with the emergency to safeguard lite and property but Operator, as promptiv as possible, shall report tne emergency to the other 

26 parties, i i Qpemwp^egffps UH Mmhonty IUP uitponiMuff 'n^fei ter omm unoi'Qptm»w lirwtl iw*BM^i*ft»i^MH*fc>f**wi4«#^ 

27 nn inmnwuiign inm IHMIIBI IIM any nmeit WMHIHH unming m mt 

2S iHnUnrr i.i——• — ,• •• > P i«nfr.Unr. than ihn awotwtN«ww» nw>k mmmmm m ihn yimerApj-. 

29 
30 E. Rentals, Shut-in Well Payments and M i n i m u m Royalties: 

31 

32 Rentals, shut-in weil payments and minimum royalties which may be required under the terms ot anv lease shall be paid by the 

33 party or parties who subiected such lease to this agreement at its or their expense. In the event two or more parties own and have con-

v: intuited interests in the -ume -case t'-' thus agreement, such parties mav designate one nt -uch parties to ma.\c said pa\ rnents tor and on 

'ehait ot aii v-̂ ch parties. .Anv part', mav reddest, and shaii he entitled to rcco've. proper evidence ot aii si.kh payments in the event ot 

^ taiiure to rotate proper payment ot anv rentai. shut :n wed pav ment or minimum p.v.iitv through mistake or ^ersignt where such pay

s' ment is required to continue the lease in K rce, anv loss which results trom such non-payment •snaii be borne in accordance with the pro-

38 visions ot Article IV.B.2. 

39 

40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas weil, or the shutting in or return to production 

41 of a producing gas well, 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 bv Operator to so notify 

43 Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments ol any shut-in well payment 

4-1 shall be borne jointly by the parties hereto under the provisions ot Article IV.B.3. 

45 

tn F. Taxes: 

- t ; 

48 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad valorem raxation all property 

i9 subject to this agreement which bv law should be rendered tor such taxes, and it shall pav ail such laxes assessed thereon before they 

50 become deiinauem. Prior to the rendition date, each Non-Operator shail furnish Operator intormation as to burdens .to inciude. but not 

M be limited :o. royalties, overriding royalties and production payments 1 on ieases and oil and gas interests contributed by such Non-

5.2 Operator. It the assessed valuation ot any leasehold estate is reduced bv reason ol its being subject to outstanding excess royalties, over-

53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shail inure to the benefit ot the owner or 

54 owners ot such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-

55 tion. If the ad valorem taxes are based in whole or in part upon separate valuations ot each party 's working interest, then notwithstanding 

56 anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto m accordance with the tax 

57 value generated by each party's working interest. Operator shall bill the other parties tor their proportionate shares of all tax payments in 

58 the manner provided in Exhibit " C " . 

59 

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 the protest to a final determination, unless ail parties agree to abandon the protest prior to final deter-

62 minauon. During the pendency of administrative or judicial proceedings. Operator may elect to pay. under protest, all such taxesand any 

63 interest and penalty. When any such protested assessment shail have been finally determined. Operator shall pav the tax for the^trfht ac-

64 count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as 

65 provided in Exhibit " C " . 

66 
67 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect to 

68 me production or handling ot such party's share ot oil and/or gas produced under the terms of this agreement. 

69 • • 
70 
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\ : ... irp.ê  w rue ' ... . :. . : - . r . - i : : : jo ir-poor .„ ,. r r u \ w;r. re •' - rirensation .aw ot 

• rsati. .n - WT.Kh c • • "'. pp. 7 ..rc -r.au re- :r.juc r tra.- n -m-. ..... orp, sp...! re — - Vec r : •; " ' Operator srij.il 

• La.-rv r — p vu:e insurer. •.- - - r~r Pep.ei:: .pi tr.e p int accdht >a the patties as >-u topped ir. Exhibit " 1' PP.enc.: to ana made a part 

r.ereot. Operator snaii require a.. . r.traetors engaged m worK . P. or for tne Contrac \rea to oompiy with the w<TKmen\ compensation 

.aw ot the state where the iperations are being conducted and to maintain such other insurance as Operator may require. 

' - In the e'.L-nt automohiie " or:, hanim. insurance is specmed in -aid r.vhibit " I ) " or -upsediientiv receives the approval ot the 

; i parties, no direct charge sn^,, re made ru Operator tor premiums paid tor such insurance tor Operator's automotive equipment. 

A R T I C L E M I L 

1 • A C Q U I S I T I O N . M A I N T E N A N C E OR TRANSFER OF INTEREST 

A. Surrender ot Leases: 

in part unless all Partie 

• Tar as thev embrace acreage in the Ci ntruct .Area, ~.:ia.i p. \ -v surrendered in whole 

21 However, should anv parp. Jesire to surrender its interest m an\ iease or :n anv portion there* ; i . and ihe otner parties do not 

22 acree or consent thereto, the "ary opsinntt to surrender --nau assign, without express or implied warranty ot title, all ot its interest in 

2 : sjoh iease. • r portion trier.- :. ..r.o. ah", 'u-it, material and equipment which mav he located thereon and am rights in production 

2 , thereafter secured, to the parties rot consenting to sucn surrender. It mi1 miurw fnhc ^annmine-paM* i» **r wmvuit* aw mi and K.mm> 

n>n>m. ihe-a^gfffng^affT 1 ' ' . ' - " " - ! ! i u.'uj oi'im'p to tiM'-tniw- nr nurmjn n^'tmiueiwinti.tn liwcn nnm>mR'r BHMHWWUI L'IW itmoe ewowng 

uiun uil und ens tiMeruoMor * UTEB I**-*** I 11 war and w Imtu «h#r^ner-.*ft#4tind.or a«P«fr^<^c#^r»»'*nc-j . .ni* cowty#J'riicrwbyi o*wh 

2 T OH twg WPM aMagwea n t w w u fewtwht-'-BV Upon sucn assignment or lease, the assigning partv shail be relieved from all 

2S obligations thereatter accruing, hut not theretoiore accrued, with respect to the interest assigned or teased and the operation ot any well 

29 attributable thereto, and the assigning partv shall have no turther interest in the assigned or leased premises and its equipment and pro-
: 0 duction other than the royalties retained in anv lease made under the terms ot this Articie. The partv assignee or lessee shall pav to the 

31 party assignor or lessor the reasonable salvage value ot the latter's interest m any weils and equipment attributable tc the assigned or leas-

^2 ^d acreage. The value ot al! material shaii be determined m accordance with the provisions ot Exhibit " C " . '.ess tne estimated cost of 

-onaging and ihe estimated o *̂ : plugging and abandoning, ll the assignment or lease is ;n favor oi more than one partv. the interest 

- . r.ail be snared rv -uch par::- - ,o pre pr portion-- 'hat tre interest t each, bears t, 'he r-'ai interest . r .2! -..:cr. parties. 

: . \ny assignment, iease ' - ..-render PI.uie under this provision snail ra>t reduce 'er .nange the assignor s. lessor s r r surrendering 

party s interest JS it was imrru-diatcr. reiore the assignment, .ease or surrender m the raiance or the Contract Area: and the acreage 

;.q assigned, leased or surrendered, ahd subsequent operations thereon, shall not thereatter be subject to the terms and provisions of this 

=,9 agreement. 

-tO 

- i l B. Renewal or Extension of Leases: 

42 

i3 tt any party secures a renewal of any oil and gas iease subject to this agreement, all other parties shall he notified promptly, and 

i-4 shall have the right tor a period ot thirty • MY> davs following receipt oi such notice in which to eiect to participate in the ownership of the 

,s renewal lease, insofar as such .-.i^e ahects lands within the Contract Area, bv paving to the part', wno acquired it '.heir several proper pro-

,o portionate shares oi the acquisition o -st a,located to that part ot such lease within the Contract Area, wnich shah be m proportion to the 

i ~ interests held at that time bv the parties m the Contract Area. 

4S 

S) Il some, but less than an. : :r,e parties eiect to Participate in the purchase or a renewal lease, it shall be owned bv the parties 

0 i who elect to participate therein. ;r. a ratio based upon the relationship or their respective percentage ot participation in the Contract Area 

01 to the aggregate ot the percentage* ot participation in the C ntract Area oi all parties participating in the purchase oi such renewal lease. 

52 Any renewal lease in which iess ;r.an aii parties elect to participate shail not be subject to this agreement. 

53 

04 Each partv who participates m the purchase ot a renewal lease shall be given an assignment ot us proportionate interest therein 

55 by the acquiring partv. 

56 

5~? The provisions of this Articie shall apply to renew-al leases whether they are lor the enure interest covered by the expiring lease 

5S or cover oniv a portion ot its area or an interest therein. Anv renewal lease taken before the expiration ot us predecessor iease. or taken or 

59 contracted for within six I6'I months after the expiration of the existing lease shall be subject to this provision: but anv iease tak*n-or con-

60 tracted for more man six I 6 I montns after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subject to 

61 the provisions oi this agreement. 
*>2 . 

63 The provisions in this Article shall also be applicable to extensions of oil and gas ieases. 

<>\ 
65 C. Acreage or Cash Contributions: 

(-.6 

o T While this agreement ^ :n rorce. :t anv partv contracts tor a contribution of cash towards the drilling ot a weil or any other 

08 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 aeainst the cost or such drilling or other operation. If the contribution be in the form of acreage, the party to whorrV the con-

" i l tnbution is made shall promptiv tender an assignment ot the acreage, without warranty of title, to the Drilling Parties in the pT(^|j^Uons 



roRM - :. rHK.\ ; : \ - i AGRI 'TMCXT 

'.'lii'ii IA-: V ; I I 
• ' i i t i i i uwi 

. nsiueratirn "-nail nut rc deemed - - r t t p rn t r r ..• . r.tc-rr.r..a :n oris Article. \ 111 C. 

D. Maintenance ot Un i fo rm Interest: 

For the purpose 01 mam taming urner-rpr. -wvnersnip m trie oii and gas leasehold interests covered hv tnis agreement, no 

party shaii seil. encumber, transier or rr.aKe titer c:oo!:;>.n . : interest in trie ieases crnnraceu within tr.e Contract Area and in weils. 

..pjipment anu production unless s.icr. cores.t: rt r. vers either 

1. tne entire interest :ne r r ..^c- equipment atio production; . r 

2. an euuai undivided interest :P a., .case- ah.d eddirir.t-r.: ..PJ production m the i\>n tract Area 

Every sucn saie. encumDrancc. tp.hsicr . r tr.-r :. xt. P made hv anv partv ^hali iv made exrrc^.v ^ubiect to this agreement 

.ro shaii he made without • rouopoe ' tr-. r _rr : rti. ore' -

!r. at anv time the interest ot anv Pdt'. o ra.tued among anu owned bv tour or more ce owners. Operator. ..t its discretion, mav 

•"vdi.ire such co-owners to appoint J Mttdc :p.-Pr r ..rent w itr. autnor:t\ te receive non.es. approve expenditures, receive billings tor 

and approve ana pay such partv s share or the :otr.t expenses, and to deai generally with, and with power to bind, the co-owners of such 

partv's interest within the scope or the • reratu r-> crrr raced in tp.;s agreement; nowever. all such co-owners snail have the right to enter 

into and execute ali contracts or agreements ter the disposition ot their respective shares or the oil and gas produced trom the Contract 

Area and they shall have the right to receive, separately, pavmem ot the sale proceeds thereat. 

E. Waiver of Rights to Parti t ion: 

If permitted by the laws ot the state or states in wnicn the property covered hereby is located, each party hereto owning an 

jndivided interest in the Contract Area waives .mv and ail rights u may have to partition ana have set aside to it in severalty its undivided 

interest therein. 

iu Rmtuptmtiiil Bit-hi tu I'upt1 wuic. 

• i piim UL.MI'I i 1 M. u . . . i i ..u i i •!. • i ,n U L a ' • ..MULI iiii i . i u u u . u n , MI in i m m ...iu MIIUL.U i i 

Area, it sliaaTr7*f«Bae^ written notice to the other parties, with lull information concerning us proposed sale LI Im l l 1 H ill un unli the 

name and address ol the prostp'cTm^ who must be reaov. willing and able to purchasejaj^i'lTiTTiase price, and all other terms 

ot the offer. The other parties shail then have^I r r^ t t^^u^ right, tor a | i i ,nl if n II " l i i 11 alter receipt of the notice, to purchase 

on the same terms and conditions the interest which the otherTi^i rfjTITjig'ses to sell; and. if this optional right is exercised, the purchas

ing parties shall share the purchased intere^tdjw>t<^ that the lnr 'T^Tr^Trffh h n r r- the totai interest of all purchasing par

ties. However, there shaiJJtifr.i^pleTerential right to purchase in those cases where anv partvTillJiLi^tajnortgage its interests, or to 

dispose oMrjJwKit*stsby merger, reorganization, consolidation, or sale ot aii or substantially all of its assets to i nl nil li w ni on in com-

ii>'H*j(mr¥-**»-u m n, uni,, uurnMW"- , n . wpmjn miN*wt' mwin » mnunnup m¥ «m» mm 

A R T I C L E I X . 

I N T E R N A L REVENUE CODE E L E C T I O N 

This agreement is not intended to cr-r.r 

tor protit between or among the parties hereto 

and not joint or collective, or that this agreerr 

purposes, this agreement anu the operations i 

•. add sp j j p,.-;[ >\> construed to create, a relationship rr partnership or an association 

V twpr.stanumg anv provision herein that the rights and liabilities hereunder are several 
:nt ana operations hereunder shall not constitute a partnership, i l . tor federal income tax 

.-reorder are regarded as a partnership, each partv hereb-. attected elects to be excluded 

" « trom the application of all ot the p r o \ w n s -t Subchapter " K " . Chapter 1. Subtitle A " . of the internal Revenue Cede ot l ^ V i , as per-

"5 muted and authorized by Section "oi ol the Cede and the regulations promulgated thereunder. Operator is authorized and directed toex-

ecute on behalf of each party herebv affected such evidence id this election as mav he required hv the Secretary ot the Treasury of the 

5~ United States or the Federai Internal Revenue Service, including specincailv. but not bv wav or limitation, all ot the returns, statements, 

p>; and the data required by Federal Regulations I . " 1. Should there be anv requirement that each partv herebv affected give further 

=59 evidence ol this election, each such party snail execute such documents and furnish such other evidence as mav be required bv the 

00 Federal Internal Revenue Service or as mav be necessary to evidence this election. No such party shall give any notices or take any other 

61 action inconsistent with the election made herebv. If any present or future income tax laws of the state or states in which me-Contract 

62 Area is located or any future income tax iaws ot the United States contain provisions similar to those in Subchapter " K ' \ Chapter 1, 

65 Subtitle " A " , of the Internal Revenue Code of 1954. under which an election similar to that provided bv Section 7dl of the Code is per-

iv-! mitted. each party hereby affected shall make sucn election as may be permitted or required bv such iaws. In making the foregoing elec-

(o 'ion. each such party states that the income derived hv such party irom operations hereunder can be adequately determined without the 

06 computation of partnership taxable income. 

68 

69 



JR.M !ODl;I. : ORM ' OHRA P.\0 '-.dREEMENT 

eR I I C L E X. 

I.A.MS A N D LAWSUITS 

'".en tnousano ana "c 100 
10,000.00 

.v expenditure 

Dollars 

..i.d :i tre mo. metir is in .or 

• ramus hereto snaii assiime . .cds the apove amount, 

delegated '0 Operator. Ai l costs and expenses oa handling. ^ 

pense oi the parties participating in tne operation irom wnicn 

-tied on account ei anv matter arising rmin operations refer 

Operator hv tnis agreement, such partv snail immeaiatei\ not 

r suit in-..living operations Hereunder. 

p.t.e-r.ent or sucn cram - r -Lit. it tr.e amount reouireu tor settlement ex 

e .er tne turtner handling ot the c o m • r ..mess sucn authority is 

,,r otherwise discharging such uami or suit shall be at the lomt ex-

• ciaim or suit arises. Jt a claim is made against an\ rartv or it anv partv is 

. r \ t-r wp.Kh sucn inuiv tonal oas no eontroi hccause oi tne ngnts given 

other parties, and the ciaim or suit snaii be treated as anv other claim 

\RT!CLE X I . 

r-ORCi- MAJl'.L RE 

it anv r-artv is rendered unarie. wnouv . r :P : 

he urngap n t. maKe Prior.cv ravmcr-.is. tp.,o. par 

easonanh ruii particulars concerning it: merrupi :;. 

ihigence to remove the lorce majeure Mtjation as 

pugatiops 

t written 

• t tr.e partv civ ing 

cement, other than 

t rce maieure with 

ted h\- the torce 

.. .. - i aw reasonaDie 

r. ...iretP.ent that anv tcr.e maxure sr.ai. . •• r-. medic- or. an i eas. paiae dispaiLp siiao v., : quire the n "dement oi strikes. 

: .ckouis. r other laDor diliicuity bv the partv inverted. contrarv * • its wishes: how aii such ditticuities •.nail :v handled snail be entirely 

thm the discretion ot the party concerned. 

The term "torce maieure . as here emnioved. shail mean an act ot God. strike, lockout, or other industrial disturbance, act of 

the public enemy, war. blockade, public not. lightning. lire, storm, hood, explosion, governmental action. go\ernmentai delav. restraint 

or inaction, unavailability or equipment, and anv1 other cause, whether ot the kind specifically enumerated above or otherwise, which is 

not reasonably within the control ol the partv claiming suspension 

A R T I C L E X I I . 

NOTICES 

\ : i P. tpes authorized >r required oetwerh the -ar::ps _m,. r. mired b\ ahv .>r the pro\isp.ns PO agreement, unless otherwise 

-pecihcailv provided, shaii he given m v\ntmg bv man . r viegram postage or Lp.ifges prepaid, or m- telex telecopier and Jddressed to 

the parties to whom the notice is given at the addresses listed on Exhibit " A " The originating notice given under anv provision hereof 

shall be deemed given only when received bv the partv to whom sach, notice is directed, and the time lor such party to give anv notice in 

response thereto shall run from the date the originating notice is received. The second or any responsive notice shail be deemed given 

when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent bv teiex or telecopier. Each party 

shall have the right to change its address at anv time, and from time to time, by giving written notice thereof to all other parties. 

ARTICLE X I I I . 

TERM OF A G R E E M E N T 

This agreement shall remain in tuti UTCC and eitect js to -p.- . p and gas leases anc or oh and gas interests subject hereto for the 

period of time selected below: provided, however, no partv hereto shail ever he construed as hav ing anv right, title or interest in or to any 

lease or oil and gas interest contributed bv anv other partv hevr-nd the term ot this agreement. 

Option No. 1: So king as any ot the oil and gas ieases sun^-.t to this agreement remain or are continued m torce as to anv part 

• ' I the Contract Area, whether bv production, extension, renew ai or otherwise. 

X Option No. 2: In the event the wed described in Articie \ 1 A . or any subsequent well drilled under anv provision ot this 

agreement, results m production ol oii and or gas m raving quantities, this agreement shall continue in torce so ieng as anv such well or 

weils produce, or are capable of production, and for an additional period of 9 0 davs trom cessation ot all production; provided, 

however, it. prior to the expiration ot such additionai period, one or more ot tne parties hereto are engaged in drilling, reworking, deepen

ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in lorce until such opera

tions have been completed and it production results thereirom. this agreement shall continue in torce as provided herein. In the event the 

well described in Article VI .A. . or any subsequent w:ell drilled hereunder, results in a dry hole, and no other wel! is producing, or capable 

of producing oil and/or gas trom the Contract Area, this agreement shaii terminate unless drilling, deepening, plugging back or rework

ing operations are commenced within 9 0 j a y S f r o r n t n e 0 f abandonment of said well. 

It is agreed, however, that the termination ct this agreement shall not relieve anv partv hereto trom anv liability which has 

accrued or attached prior to the date ot such termination. 



P L. i ORM (.10 MODEL i'ORM OPERATING .\0;REE.ME\T 

ARTICLE \ : \ 

COMPLIANCE WITH LAWS AND REG LLA I IONS 

A. Laws. Regulations and Orders: 

This agreement shall be suoiect tn t.ne conservation iaws or tr.e state :n w m c 'r.o 0 ntract Arva IS toeated. 10 me v.iiid ruies. 

reguiatiuns. ana orders oi anv ouo. constituted regmatorv oouv o! <aid state: anu :o .LU ::::er jppjLaric tvoerai. ^.ae. anu U)sal laws, or

dinances, rules, regulations, ana orders. 

B. Governing Law: 

This agreement and ail matters pertaining Hereto, including, but not limited to. matters ot pertorrr.ance. non periorm.ince. breach, 

remedies, procedures, rights. Junes and interpretation or construction, shall be governed ana uetermmeo n\ tho law ot the state in which 

:ne Contract Area is located. It the Contract .Area is m two or more states, the iaw ot tne <:ate ol New M e x i c o 

snaii govern 

C. Regulatory Agencies: 

Nothing herein contained shail grant, or ne construed to grant. Operator tne ngnt or juthoritv to wane or release anv rights. 

O r':vneees. or obligations which Non Operators mav have under federal or state iaws or oncer ruies. regulations or orders promulgated 

-1 under such iaws in reference to oil. gas and minerai operations, including the iocation. operation, or production ot weiis. cn tracts offset-

211 ting or adjacent to the Contract Area. 

21 With respect to operations hereunder. Non-Operators agree to release Operator trom anv and ail losses, damages, injuries, claims 

2" and causes ot action arising out ot. incident to ot resulting directiv or mdirectlv trom Operator's interpretation or application ot rules. 

Ho rulings, regulations or orders oi the Department ot Energy or predecessor or successor agencies to the extent such interpretation or ap-

27 plication was made in good faith. Each Non-Operator turther agrees to reimburse Operator tor any amounts applicable to such Non-

US Operator s share ot production that Operator may be required to refund, rebate or pav as a resuit ot such an incorrect interpretation or 

29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application. 

30 

: 1 Non-Operators authorne Operator to prepare and submit such documents as may ne required to be submitted to the purchaser 
; 2 of any crude oil sold hereunder or to anv other person or entity pursuant to the requirements oi the "Crude Oil Windfall Profit Tax Act 
; ; ot 19S0". as same may be amended Irom time to time " Act ' ' . and anv valid regulations or ruies which mav be issued by the Treasury 

t Department trom time to time pursuant to s.nd .Act. Each party hereto agrees to turnish anv and .ul certifications or other intormation 

which is required to be furnished In- said Act m a nmeiv manner and in sutlicient detail to permit compliance with said Aot. 
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ARTICLE XV. 

OTHER PROVISIONS 

A. F a i l u r e of any party t o execute t h i s agreement s h a l l not render i t 
i n e f f e c t i v e as to any pa r t y which does execute the same. I f counterparts 
to t h i s agreement are executed, the signatures and acknowledgements of the 
p a r t i e s , as a f f i x e d t h e r e t o , may be combined by Operator i n , and treated 
and given e f f e c t f o r a l l purposes as, a si n g l e instrument. This agreement 
also may be r a t i f i e d by separate instrument r e f e r r i n g hereto, each of 
which s h a l l have the e f f e c t of the o r i g i n a l agreement and of adopting by 
reference a l l of the provisions herein contained. 

B. Notwithstanding anything to the contrary i n A r t i c l e VI.B.2 or 
VII.D.2, the share of production from a w e l l which non-consenting p a r t i e s 
s h a l l be deemed to have r e l i n q u i s h e d to consenting p a r t i e s i n any 
reworking, deepening, plugging back or completing of a w e l l (as such terms 
are defined and used i n A r t i c l e VI.B.2 and A r t i c l e VII.D.2) s h a l l be the 
non-consenting p a r t i e s ' share of production only from the i n t e r v a l or 
i n t e r v a l s of the formation or formations from which production i s obtained 
or increased as a r e s u l t of the operations i n which the non-consenting 
p a r t i e s d i d not p a r t i c i p a t e . I n the event a subsequent operation i s 
proposed f o r such w e l l by one or more consenting p a r t i e s p r i o r t o recovery 
of a l l costs and pen a l t i e s recoverable from the relinquished i n t e r e s t o f t 
non-consenting p a r t y i n said i n t e r v a l or formation, non-consenting party'" 
s h a l l be e n t i t l e d to p a r t i c i p a t e t h e r e i n t o the extent of i t s i n t e r e s t ^1 
p r i o r t o relinquishment. h^t 



ARTICLE XVI. 
MISCELLANEOUS 

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

This instrument may be executed i n any number of counterparts, each 
of which shall be considered an original for a l l purposes. 

IN WITNESS WHEREOF, this agreement shall be effective as of 11th day 
of August, 1989. 

OPERATOR 

By: 

EL PASO NATURAL GAS COMPANY AS 
OPERATOR AND ON BEHALF OF ALLISON 
UNIT WORKING INTEREST OWNERS 

Kent Beers, Attorney-in-Fact 

NON-OPERATORS 

T. H. McELVAIN OIL AND GAS 
PROPERTIES 

By: 

RICHMOND-HOGUE OIL AND GAS COMPANY 

By: 

JUDY G. ZWEIBACK 

By: 

MYRNA G. RAFFKIND 

By: 

BARBARA ANN WITTEN 

By: 

Allison Unit #135 



NON-OPERATORS (CONTINUED) 

ROBERT C. WITTEN 

By. 

VICKI MIZEL 

By: 

GARY DEAN MIZEL 

By: 

STEVEN MAYER MIZEL 

By: 

LARRY MIZEL 

By: 

SOUTHLAND ROYALTY COMPANY 

By: 

LANCE BREWSTER REEMSTMA 



STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SAN JUAN ) 

The foregoing instrument was acknowledged before me t h i s 11th day of 
August, 1989, by Kent Beers, Attorney-in-Fact, of EL PASO NATURAL GAS 
COMPANY, a Delaware corporation, f o r and on behalf of said c o r p o r a t i o n . 

Notary Public 

My Commission Expires: 

March 12. 1990 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SAN JUAN ) 

The foregoing instrument was acknowledged before me t h i s 11th day of 
August, 1989, by Kent Beers, Attorney-in-Fact, of SOUTHLAND ROYALTY COMPANY, 
a Delaware co r p o r a t i o n , f o r and on behalf of said corporation. 

Notary Public 

My Commission Expires: 

March 12. 1990 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day 
of , 1989 , by , 

of T. H. McELVAIN OIL AND GAS PROPERTIES, 
_ corporation, f o r and on behalf of said corporation. 

Notary Public 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF > 

The foregoing instrument was acknowledged before me t h i s day 
of , 1989, by , 

, of RICHMOND-HOGUE OIL AND GAS COMPANY, 
a corporation, f o r and on behalf of said corporation. 

Notary Public 

My Commission Expires: 



STATE OF ) 
) ss . 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989, by JUDY G. ZWEIBACK. 

Notary Public 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989 , by MYRNA G. RAFFKIND. 

Notary Public 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989, by BARBARA ANN WITTEN. 

Notary Public 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989 , by ROBERT C. WITTEN. 

Notary Public 

My Commission Expires: 



STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989 , by VICKI MIZEL. 

Notary Public 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989 , by GARY DEAN MIZEL. 

Notary Public 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989, by STEVEN MAYER MIZEL. 

Notary Public 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989, by LARRY MIZEL. 

My Commission Expires: 

Notary Public 



STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day 
of , 1989, by LANCE BREWSTER REEMSTMA. 

Notary Public 

My Commission Expires: 



EXHIBIT "A" 

Attached to and made a part of that c e r t a i n Operating Agreement dated 
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and 
Non-Operators. 

LANDS SUBJECT TO OPERATING AGREEMENT: 

Township 32 North. Range 6 West 

Section 8: Lots 1, 2, SE/4 NE/4, E/2 SE/4 
Section 9: SW/4 
Containing 317.51 acres, more or less 

RESTRICTIONS. IF ANY. AS TO DEPTHS OR FORMATIONS: 

This Agreement s h a l l cover only the F r u i t l a n d formation. 

ADDRESSES AND PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO 
THIS AGREEMENT: 

El Paso Natural Gas Company Operator 
c/o Land Department 
Meridian O i l Inc. 
P.O. Box 4289 
Farmington, New Mexico 87499-4289 

A l l i s o n Unit Working I n t e r e s t Owners 59.056408% 
c/o Land Department 
Meridian O i l Inc. 
P.O. Box 4289 
Farmington, New Mexico 87499-4289 

Southland Royalty Company 
c/o Land Department 
Meridian O i l Inc. 
P.O. Box 4289 
Farmington, New Mexico 87499-4289 

6.29901% 

*T. H. McElvain O i l and Gas Properties 18.88655% 
220 Shelby Street 
P.O. Box 2148 
Santa Fe, New Mexico 87504-2148 

*Richmond-Hogue O i l and Gas Company 
2651 North Harwood, Suite 360 
Dallas, Texas 75201 

Judy G. Zweiback 1.96844% 
9008 P a c i f i c 
Omaha, NE 68114 

Myrna G. Raffkind 1.96844% 
3800 Danbury 
A m a r i l l o , TX 79109 

Barbara Ann Witten 3.93688% 
535 East 86th Street 
New York, NY 10028 

Robert C. Witten 3.93688% 
535 East 86th Street 
New York, NY 10028 

V i c k i Mizel 0.98422% 
101 West Broadway, #1300 
San Diego, CA 92101 

*Subject t o Farmout Agreement w i t h Richmond-Hogue O i l and Gas Company 



EXHIBIT "A" (CONTINUED) 

I I I . ADDRESSES AND PERCENTAGES OR FRACTIONAL INTERESTS OF PARTIES TO 
THIS AGREEMENT (CONTINUED): 

Gary Dean Mizel 0.98422% 
c/o Pamela Staeck 
3801 East Florida Ave., #605 
Denver, CO 80210 

Steven Mayer Mizel 0.98422% 
c/o Kaufmann Alsberg & Co. 
20 Broad Street 
27th Floor 
New York, NY 10005 

Larry Mizel 0.98422% 
3600 Yosemite Street 
Suite 1040 
Denver, CO 80281 

Lance Brewster Reemstma 0.01052% 
937 Bathurst Street 
Toronto, Ontario, Canada 



EXHIBIT "B" 

Attached to and made a part of that certain Operating Agreement dated 
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and 
Non-Operators. 

OIL AND GAS LEASE 

STATE OF ) 
) ss. 

COUNTY OF ) 

THIS AGREEMENT made this day of 
19 , between 
whose address is 
and 

WITNESSETH: 

1. Lessor, for good and valuable consideration, the receipt of which 
is hereby acknowledged, and in consideration of the royalties herein provided, 
and of the agreements of Lessee herein contained, hereby grants, leases and 
lets exclusively unto Lessee for the purpose of investigating, exploring, 
prospecting, d r i l l i n g and mining for and producing o i l and gas only, laying 
pipe lines, building roads, tanks, power stations, telephone lines and other 
structures thereon to produce, save, take care of, treat, transport and own 
said products, the following described land i n 
to w it: 

2. Subject to other provisions herein contained, this lease shall be 
for a term concurrent with the term of the Operating Agreement to which this 
Exhibit "B" is annexed. 

3. The royalties to be paid by Lessee are: (a) on o i l , 
( ) of that produced and saved from said land, the same to be delivered at the 
wells or to the credit of Lessor into the pipeline to which the wells may be 
connected. Lessee may from time to time purchase any royalty o i l in i t s 
possession, paying the market price therefor prevailing for the f i e l d where 
produced on the date of purchase; (b) on gas, including casinghead gas or 
other gaseous substance, produced from said land and sold or used off the 
premises or for the extraction of gasoline or other produce therefrom 

( ) of the gross proceeds received by lessee for the gas so 
sold or used, provided that on gas sold at the wells the royalty shall be 

( ) of the amount realized from such sale. 

4. Lessee, at i t s option, is hereby given the right and power to pool 
or combine the acreage covered by this lease, or any portion thereof as to o i l 
and gas, or either of them, with other land, lease or leases i n the immediate 
v i c i n i t y thereof to the extent, hereinafter stipulated, when in Lessee's 
judgment i t is necessary or advisable to do so in order properly to explore or 
to develop and operate said leased premises i n compliance with the spacing 
rules of the lawful governmental authority having j u r i s d i c t i o n , or when to do 
so would, i n the judgment of Lessee, promote the conservation of o i l and gas 
in and under and that may be produced from said premises. Units pooled for 
o i l hereunder shall not substantially exceed 160 acres each in area, and units 
pooled for gas hereunder shall not substantially exceed i n area 640 acres each 
plus a tolerance of 10% thereof, provided that should governmental authority 
having j u r i s d i c t i o n prescribe or permit the creation of units larger than 
those specified, units thereafter created may conform substantially i n size 
with those prescribed or permitted by governmental regulations. Lessee under 
the provisions hereof may pool or combine acreage covered by this lease, or 
any portion thereof as above provided as to o i l in any one or more strata and 
as to gas i n any one or more strata. The units formed by pooling as to any 
stratum or strata need not conform i n size or area with the unit or units into 
which the lease is pooled or combined as to any other stratum or strata, and 

, as Lessor, 

as Lessee. 



: i l units need not confer™ as zz area with gas units. The reeling ir. cne or 
-ore instances shall r.ot exhaust rhe rights of the Lessee hereunder to pool 
this laase or portions thereof into other units. Lessee shaii r i l e for record 
ir. the appropriate records in the county in which the leased premises are 
situated an instrument describing and designating the pooled acreage as a 
tooled unit. Lessee shall furnish Lessor a c e r t i f i e d copy of each such unit 
designation. Lessee may at i t s election exercise i t s pooling option after 
commencing operations for or completing an o i l or gas well on the leased 
premises, and the operations for or completing an o i l or gas well on the 
leased premises, and the pooled unit may include, but i t is not required to 
include, land or leases upon which a well capable of producing o i l or gas in 
paying quanitites has theretofore been completed or upon which operations for 
the d r i l l i n g of a well for o i l or gas have theretofore been commenced. 
Cperations for d r i l l i n g on or production of o i l or gas from any part of the 
pooled unit which includes a l l or a portion of the land covered by this lease 
regardless of whether such operations for d r i l l i n g were commenced or such 
production was secured before or after the execution of this instrument or the 
instrument designating the pooled unit, shall be considered as operations for 
d r i l l i n g on or production of o i l or gas from land covered by this lease 
whether or not the well or wells be located on the premises covered by this 
iease, and the entire acreage constituting such unit or units, as to o i l and 
gas, or either of them as herein provided, shall be treated for a l l purposes, 
except the payment of royalties on production from the pooled units, as i f the 
same were included i n this lease. For the purpose of computing the royalties 
to which owners of royalties and payments out of production and each of them, 
shall be en t i t l e d on production of o i l and gas, or either of them, from the 
pooled un i t , there shall be allocated to the land covered by this lease and 
included in said unit a pro rata portion of the o i l and gas, or either of 
them, produced from the pooled unit after deducting that used for operations 
on the pooled unit or as to gas that which may be furnished to the lessors 
therein for use on such leases in accordance with their terms. Such 
allocation shall be on an acreage basis—that is to say, there shall be 
allocated to the acreage covered by this lease and included in the pooled unit 
that pro rata portion of the o i l and gas, or either of them, produced from the 
pooled unit which the number of surface acres covered by this lease and 
included i n the pooled unit bears to the t o t a l number of surface acres 
included i n the pooled unit. Royalties hereunder shall be computed on the 
portion of such production, whether i t be o i l and gas, or either of them, so 
allocated to the land covered by this lease and included i n the unit just as 
though such production were from such land. The production from an o i l well 
w i l l be considered production from the lease or o i l pooled unit from which i t 
is producing and not as production from a gas pooled unit and production from 
a gas well w i l l be considered as production from the lease or gas pooled unit 
from which i t is producing and not from an o i l pooled unit. Any pooled unit 
designated by Lessee in accordance with the terms hereof may be dissolved by 
Lessee by instrument f i l e d for record i n the appropriate records of the County 
in which the leased premises are situated at any time after the completion of 
a dry hole or the cessation of production on said u n i t . 

5. The rights of either party hereunder may be assigned in whole or 
in part, and the provisions hereof shall extend to their heirs, successors and 
assigns; but no change or division i n ownership of said land, or royalties, 
however accomplished, shall operate to enlarge the obligations or diminish the 
rights of Lessee; and no change or division i n such ownership shall be binding 
on Lessee u n t i l t h i r t y (30) days after Lessee shall have been furnished at 
Lessee's address noted above with a c e r t i f i e d or photostatic copy of recorded 
instrument or instruments evidencing same. Lessee shall furnish Lessor a true 
copy of each assignment affecting this lease. In the event of assignment 
hereof i n whole or in part, l i a b i l i t y for breach of any obligation hereunder 
shall rest exclusively upon the owner of thi s lease or a portion thereof who 
commits such breach. 

6. I t is agreed that Lessor does not warrant t i t l e to said land, 
either expressly or impliedly, but i f Lessor owns an interest i n the o i l or 
gas on, i n or under said land less than the entire fee simple estate, then the 
royalties to be paid Lessor shall be reduced proportionately. 

-2-



Should Lessee be prevented from complying with any express cr 
implied covenant of this lease, except the payment of money, from conducting 
d r i l l i n g cr reworking operations thereon or from producing o i l or gas 
therefrom by reason of operation of force majeure, or any Federal or state law 
or any order, rule or regulation of governmental authority, then while so 
prevented, Lessee's obligation to comply with such covenant shall be 
suspended, and Lessee shall not ce liable in damages for failure to comply 
therewith; and this lease shall be extended while and for so long as Lessee is 
prevented by any such cause from conducting d r i l l i n g or reworking operations 
on or from producing o i l or gas from leased premises; and the time while 
Lessee is so prevented shall not be counted against Lessee, anything i n this 
lease to the contrary notwithstanding. 

IN WITNESS WHEREOF, this instrument is executed on the date f i r s t above 
written. 

-3-



that c e r t a i n Operating Agreement dated August 11, 1989, 
betveen EL PASO NATURAL GAS COMPANY, as Operator, and Non-Operators. 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

!. ' . K N K R A l . PH.OVl> iO\> 
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nt •!--• j • - : I 'rnperv 
Ava-.- ;"' • a.: aaa.a taa- a' '• . - a" ' a- a a-a-. - ,.;.ei .. .a a t- a a. a-, a ai a , a at,-- . ; ne .Joinl Opera-

a->n- a:id a-naa. are fo no -nared i)1." the Partie-. 
' 'a. -raior" -'aa. aaai'i ;ia : :.a' ae-urmia-d la • . a aaa :>:,,. .Lata 1 'aerat. .:>. 

' \ -a-' 'pernlor- ai.aa na-ar. *aa- rarties ro ino-. imaa-emem outer man tae ' iperator, 
"Parties" shaii mean Operator anil Non-Operators. 
"First Level Supervisors" shaii mean those employees whose primarv function in .Joint Operations is the direct supervision 
• >:' other employees and or contract labor directly employed on the Joint Property in a field operatimr capacity. 
"T-chnical Employees* shaii mean those employee* navinjr special anti -pecil'ic engineering, geological or other profes
sional skills, ana whose primary function in Joint I iperations ts the handling of specific operating- conditions and problems 
f i r tne benefit of the Joint Property. 
"Personal Expenses'' shall mean travel and olher reasonable reimbursable expenses of Operator's emplovees. 
"Material" saaa mean persona nraoerrv, ediiiiimoot ,a- -ai Plies acauired or hold for u>e on the nam Property. 
' atroilaha- Mai.-rial" -aa a- 'ia Maiorita m.-n ai »„. '•••w w .• a--niod lr 'iio Mau-na 1 ' a —a'aauion Manual as 

Matornem and Billings 

I iperator shail -nil Non-Operators on or before the last dav of each month lor their proportionate share of the Joint Ac-
••ounl for the preceding month. Such bills wil l be accompanied hy statements which identify the authority for expenditure, 
lease or facility, and all chartres and credits summarized by appropnate classifications of investment and expense except 
mat items of Controllable Material and unusual charges and credits shall be separately identified and fully described in 
detail. 

Advances and Payments by Non-Operators 

A. I'niess otnerwise provided for in tne agreement, tae Operator mav rodtiire the \'nti-< bvraiors to advance their 
share of estimated cash outlay for the succeeding month's operation within fifteen I lot days after receipt of the bill
ing or bv -.ne first day of the month for Iiich the advance is !-eduired. whichever is later, i iperator snail adjust each 
monthly nmjnir to re:'i>-c: ad\ance> leeoiuai from the Non-Operator-. 

Much N'.n-operator shaii pay us proportion oi aii bills within fifteen i 1-M days after receipt, i f pavment is not made 
vi t r in sucn time, the unpaid balance snail bear interest montnlv at tne prime rate ir. effect at TeXBS CoHTier*Ce 

Bank. Houston. Texas 
- ai ihe first day of the month in wnicn delinquency IK cars pius2% or the maximum 

'•ontract rate permitted iv.- the appiicauie u.v.irv laws in the -taw in •.vhich the Joint Prooertv is iocateri. whichever 
the ie>-er. pills attorney s fees, court cnsis. and otner costs in connection with the collection of unpaid amounts. 

1. 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 1241 months following the end of any such calendar year, 
unless within the said twenty-four 1241 month period a Non-Operator takes written exception thereto and makes claim on 
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed 
period. The provisions of this iiaraaraph snail not prevent adjustments resulting from a physical inventory of Controllable 
Material as provided tor in Section V. 

COPYRIGHT- 1985 by the Council of Petroleum Accountants Societies. 
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r 'a.- la^ata: '' a<a-.a-u e:e--a a-ai \ - t.tai lav ::!:!:a;:ve!:o of accounts ;b ye- >- ;' a-toaraa;: 1 of this Set-lion 
'. -'-'here mere are ;:<;., '"aa- Nona ipt-iauor-. Xoa-' )aeraior> -haa aaike rt>rr '••-a^onaine effort to conduct a 
aim auuii a-, a tTair.nor '.alien a-.a ta'suii m a mminvum o.f inconvenience to tn.. i iperaaita ' 'aerator -hail bear no por-

t.on oi tne Xon-i inerators' aaua. a'-sr incurred under tnis paragraph unless airreed to nv the 1 Iperator. The audits 
-hall not ba conducted a ore ir.aa once each year witnout nnor approval of ' 'oerator, vacant upon the resignation or 
'aano\ai ai ate ' 'aerator, aaa -aaa ia- -aade at i re expense at those Xoao ipeiattors approving -non audit. 

i i . The Onerator snail '•otav in •'. '•"aaa to ati aaaii ropota Aaihm 1st' davs after receipt oi -aor. retain. 

b. Approval By Non-Operators 

Where an anprnvai or other agreement of tiie Parties or .Non-Operators is expressiv required aimer other sections of this 
Accounting Procedure ana if the agreement to wnicn tnis Accounting Procedure is attached contains no contrary provisions 
a-, regard thereto, i Iperator -haii notify ail Non-Operators of the Operator's proposal, anu tne agreement or approval of 
a majority in interest of tr.e N'.m-i 'aerators snail he controibntr on all Non-Operator-. 

I I . D I R E C T C H A R G E S 

Operator shall charge tne 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. 

:!. Labor 

A. (11 Salaries and wages of (iperator'.- field employees directly employed on the Joint Property in the conduct of Joint 
Operations. 

12) 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 i f 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 unuer Paragraph aiA of this Section I I . Such costs under 
this Paragraph SB 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 :iA 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 lite Joint Account under Paragraphs HA ana .'IB of this Section [ I . 

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

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance. Hospitalization, pension, retirement, stock 
purchase, thrif t , bonus, and other benefit plans of a like nature, applicable to Operator's labor cost chargeable to the Joint 
Account under Paragraphs HA 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. I f 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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services 

The cost of contract services 'attuiama':; ana otaates nia)-. aaai tyv lut-ibe source-, oxaopt -cnaas oxaiuued bv Paragraph 
'." a Section H ami Paragrapn a . ...at a a .-..-anon i i i , Tae cost of professional consultant -,-r\ :ce> and contract ser-
' aes of locr.nicai personnel duaaaa" >-'"gag<-a oa ale .ioint t-a-nperty :f .-non aparges are exaa.dod 'Vom the overhead rates. 
Taa ao>t of professional oan>.ntatu -•!".- a- a' • -'arret soraes of technical aor-oanei taa, ;;:>'d:v engaged on the Joint 
Pronertv shad not be charged to '.tio Account aniess previously agreed io by me Parties. 

Equipment and Facilities Furnished Hy Uperator 

A. 1 'aerator shaii charge the Joint Account !°:>r a-e of i Iperator owned eduipruent anc. factiitie- at rates commensurate 
van co.-t-, ofownersntp ana ooerala-a. >..ct; .-'..'.v.- stia,. naaude co.-ts oi maiiueiianco. la-paa's. otner operating expense, 

insurance, taxes, depreciation ami interest on gross investment iess accumulated depreciation not to exceed 
t w e l v e nercentl 12 percent I ±A i :vr annum. Such rates shall not exceed average commercial rates currently pre

vailing in the immediate area of '.he -hunt Pr»t>erty. 

B. Ir. lieu of charges in paragraph SA above. < iperator may eiect to use average commercial rates prevailing tn the immedi
ate area of the Joint Property less v M ,, p 0 ] - automotive equipment. Operator may eiect to use rates published by the 
Petroleum Motor Transport Association. 

9. Damages and Losses to Joint Property 

AU 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 ana 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 serv ices of Operator's legal staff or fees or expense of outside attor
neys shall be made unless previously agreed to by the Parties. Al l 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 Propertv. 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 wnich 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, inciude the risk under its self-
insurance program and in that event. Operator snail 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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Overnead - 1 / r i l l ing and Producing i Jperations 

.1- compensation, for admim-i ramo. s .aaa".'!-;' -a ::a,a- -ervces ana a anaaaiM'aj- iasi>. < a -raaa - -uaaa cnarge (fri l l ing 
and producing operation:- or. eimer. 

XXi Fixed Rate Basis. Paragraph IA. or 
I I Percentage Basis. Paragrapn IB 

I.'nless otner'.vise agreed to hv the Parties, -non anarge snail be in iieu of costs and expenses of aii offices and salaries 
or wages pins applicaole burdens and expenses of aii personnel, except those directiy enargeanie under Paragraph 
3A. Section i l . The cost and expense of services from outside sources m connection with maulers of taxation, traffic, 
accounting or matters nefore or involving governmental agencies shall be considered as included m trie overnead rates 
provided for in the above -Hooted Paragrapn of thi.- Section i l l uniess such cost and expense are agreed to by the 
Parties a.- a a i red cnarge to tne .loint Account. 

: i . The salaries, '.cages and Personal Expenses of Technical Employees and>or the cost of professional consultant services 
and contract services of tecnnicai personnel directly employed on the -joint Propertv: 

i I shall be covered by the overhead rates, or 
KX) shad not pe covered by the overnead rates. 

ai. The saiaries. wages and Personal Expenses of Tecnnicai 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: 

I I shall be covered by the overhead rates, or 
XX) shall not oe covered by the overhead rates. 

A. Overhead - Fixed Rate Basis 

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

Dri l l ing WeU Rate $ 3 , 5 0 0 . 0 0 

(Prorated for less than a ful l month) 

Producing Well Rate * 350._00 

(2l Application of Overhead - Fixed Rate Basis shall he as follows: 

lal Dril l ing Well Rate 
111 Oharges for dril l ing wells shall begin on tne date the well is spudded and terminate on the date the dr i l l 

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 d r i l l i ng 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 dri l l ing well rate. Such charges shall be applied for the period 
from date workover operations, with r ig or other units used in workover. commence through date of r i g 
or other unit release, except that no cnarge shall be made during suspension of operations for fifteen 
115) or more consecutive calendar days. 

lb) Producing Well Rates 

i 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. 

12) Each active completion in a muiti-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 weil 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. 

U l A one-well charge shail 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 
dri l l ing well rate applies. 

(5) Al l 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 weil rates shall be adjusted as of the first day of Apri l 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: 

-4-
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Paragrapns J ;.r..i Hi .if Section i l . aii i-aivaire -''edit-, tra- v a.m- •>!' aaecteii -iihsianees purchased for secondary 
lu-onverv ana a,, 'axes ana as-essrr.enfs '.vrucn are eviea, :a--cs-f-d ana aaia tiaoii i:a- minera; interest in and 
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Application of ' "a.-a-atti - iVrcemat't' if;isi~ -aaa !»• as foiio.v-

;• or ; ni- tmrpose ..f tftermining ••narws • ai a pctv> at aire istt.-i.- under Purairrapr. I I ! i;;i - Section i l l , deveiopment 
-'am auae tie c - t - tn oonnee'-oti '0-110 ata ti ac. '•••'! rti iintr, a--: . ' ' i i i ic , or an'.' remedial , a 10 rat acts on any or ai! 
veils atvoiving tr.e .se of ani l ine :-« ami crea, capable of dril l ing to tne prmiucintr interval on the Joint Prop-

arty: a.so. preiiminarv oxtiettiiitures nece-.-arv ir. ureparation for araiirtg and expenditures incurred in abandoning 
'. lien tae '.veil is aot completed a.- producer, and original cost • f can.-truction or in-ituialion of fixed assets, the 

• expansion of fixed asset-, and tiny otner nroiect ca-ariv diseerrntee a.s a fixed a-.-ei. except Maior ('(instruction as 
defined in Paragrapn Ll of this Section i i i . .vii oauer costs snap i e considered a.s operating. 

2. therhead - Major ( (instruction 

To compensate Operator for overhead costs incurred in the construction and installation uf fixed assets, the expansion of 
fixed assets, and any other nroiect ckatriv discernible as a fixed asset required for tiie development and operation of the 
Joint Property. Operator snail either negotiate a rate prior to the beginning of construction, or shail charge the Joint 
Account for overnead based on the following rates for any Major Construction project in excess of .< 25 , OOP. 00 • 

A. 5 a of first $100.dOO or total cost if less, plus 

B. 3 •„ 0 f e o s t s j n excess of $100,000 but less than $1,000,000. plus 

C. 1 "b 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 dri l l ing and workover wells and art if icial l i f t equipment shall be 
excluded. 

•!. 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 5 % of total costs through $100,000: plus 

B ? % o f tota| c o s [ s m e x c e s s o f $100,000 but less than $1,000,000: plus 

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

Expenditures subject to the overheads above wi l l 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 oniv by mutual agreement between 
the Parties hereto if. in practice, the rates are found to be insufficient or excessive. 

I V . PRICING OF J O I N T ACCOUNT M A T E R I A L PURCHASES. TRANSFERS A N D 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 basis exclusive of cash discounts: 
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,.) f : ; i 'i.ar goons, -..a 1 J. . ';.':>> 1 M ' ;mu targer. except idle tope, -i i i in Oe or; ced ai iTaslei'ii rati] published 
• •anoau base prices effective .u- »r late movement Pius transportation cost msing tne <MMM») pound carload 
weight basis to tr.e raia.vay receiving point nearest the .loint Property for WMCP inibbsneii rail rates for 
tubuiar goods exist. If tne Hi.i.ibi) pound rail rate is not offered, the 70.000 pound or HO.boO pound rail rate 
may oe used. Freight cnarges for tubing will be calculated from I/orain. Ohio and casing from Youngstown. 
Ohio. 

For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans
portation "ost from mat miii to me railway receiving point nearest the Joint Property as provided above in 
Paragrapn 2.A.lli(ai. For transportation cost from points other than Eastern mills, tne oil.(Hid pound Oil Field 
Haulers Association interstate truck rate snail be used. 

Special end finish tubuiar goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston. 
Texas, plus transportation cost, using Oii Field Haulers Association interstate Mil.1)0(1 pound truck rate, to 
tne railway receiving point nearest the Joint Property. 

Macaroni tuning isize iess than 2'. inch OO) shail be priced at tne lowest published out-of-stock prices f.o.b. 
the supplier pius transDortation costs, using the Oii Field Haulers Association interstate truck rate per weight 
of tubing transferred, to tne railway receiving point nearest the joint Property. 

i2) Line Pipe-

la) Line pipe movements lexcept size 21 inch OD and larger with walls a inch and oven 30.000 pounds or more 

shall be priced under provisions of tubuiar goods pricing in Paragrapn A.iI l ia) as provided above. Freight 

charges snail be calculated from Lorain. Ohio. 

(b) Line pipe movements (except size 24 inch OD and larger with walls 3-4 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.llXa) as provided above. Freight charges shall be calculated from Lorain. Ohio. 

(c) Line pipe 24 inch OD and over and 3 \ 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. 

ul) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be 
priced at quoted prices pius 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 wi i i be priced as provided above in Paragraph 2 A l l ) and (21. 

B. Good Used Material (Condition Bl 

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

11) 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°f)) 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 f i f ty 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. 

-li-
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xciuuing " : : : K . - • vor -uaaa.c :o>- :• 'uaguau aara"-a. a a- a - ' •• ..inor a auxise snail be j 
. oasis eumme't-'aaite .van a.- a.-e. avtutlor mas' dispose . ( ' a. -. a..e : .at-'.aa: a-aier procedures j 
-ea ira i 'aerator a umuu piear approval nf Nona i..etuitors. 

••i i Casing, tubing, ur una aaa1 used a.s line tape -nan be tinned lis i ,r:uie .\ am: •', -• anness i:ne pipe of com
parable size ami weignt. U-eii casing, tubing or u n i i pipe utilized a,- one nine -na., ae priced at used line 
pipe prices. 

i bl Casing, tubing or drib pipe used as higher pressure service lines than standard line tape. e.g. power oil lines, 
-naii ue priced under :a rnai pricing procedures :or casing, tubing, or drm pipe. I tiset tubuiar goods shall 
be priced on a non upset basis. 

oil Condition E 

•Junk shall be priced at provid ing prices. 1 Iperator may dispose of Condition E Material under procedures nor
mally utilized by Operator -vitnout prior approval of Non-Operators. 

[). Obsolete Material 

Material which is serviceable ana usable lor us original function but conuition anil ur value of such. Material is not 
•-uuivaient to that whicn would lustifv a once as provided above mav ue specially amend as agreed to by the Parties. 
Sucn price should result m the joint Account being charged with the value of tr.e service rendered by such Material. 

E. Pricing Conditions 

f 1) Loading or unloading costs mav tie charged to the Joint Account at the rate of twenty-five cents IL'5-"I per hundred 
weight on ail tubular goons movements, in lieu of actual loading or unloading costs sustained at the stocking 
point. The above rate shall be adjusted as of the first day of Apr i l each year following January 1. 198.5 by the same 
percentage increase or decrease used to adjust overnead rates in Section I I I . Paragraph 1.AI3L Each year, the 
rate calculated shail be rounded to the nearest cent and shall be the rate in effect until the first day of Apr i l next 
year. Sucn 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 oeeause of national emergencies, strikes or other 
unusual causes over which tue Operator has no control, the Operaior may cnarge the Joint Account for the required 
Material at tne Operator's actual cost incurred in providing sucn Material, in making it suitable for use. and in moving 
it to the Joint Property: provided notice :n wri t ing is furnisned 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. I N V E N T O R I E S 

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 thir ty 130) 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 Parties 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. 



EXHIBIT "D" 

Attached to and made a part of that certain Operating Agreement dated 
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and 
Non-Operators. 

INSURANCE 

To protect against certain l i a b i l i t i e s , losses, or expenses arising from 
damage to property, injury or death of any person or persons incurred out of, 
i n connection with, or resulting from the operations provided hereunder, 
Operator shall obtain, and whenever practicable, may require subcontractors to 
obtain insurance as provided below from (financially sound, Best rated BA 
Class VI) a reliable insurance company authorized to do business i n the state 
i n which the operations are to be performed. Each policy may provide for a 
waiver of subrogation rights against the signatory parties other than 
Operator. Operator shall maintain in force during the entire period of this 
agreement, the following schedule of insurance coverages for the benefit of 
the j o i n t account. Any Non-Operator may elect not to participate i n any 
coverage l i s t e d below (except coverage l i s t e d i n A) and i t s associated cost by 
providing evidence to Operator of insurance coverage of the same li m i t s and 
similar terms from a reliable, financially sound insurance company or a 
self-insurance l e t t e r . . 

COVERAGES LIMITS OF LIABILITY 

Workers' Compensation 

Employers' L i a b i l i t y 
Voluntary compensation 
Borrowed servant 

Statutory. 

$1,000,000 per occurrence 

Comprehensive General L i a b i l i t y 
including Personal Injury, 
Premises/Operations Coverage, 
Owners and Contractors Protective 
L i a b i l i t y , Contractural L i a b i l i t y , 
Products and Completed Operation 
L i a b i l i t y ; Independent Contractor 

Bodily Injury L i a b i l i t y / 
Property Damage L i a b i l i t y 

$5,000,000 per occurrence 

Comprehensive Automobile L i a b i l i t y 
including Coverage of Owned and 
Non-Owned Automobiles and Hired 
Car Coverage 

Bodily Injury L i a b i l i t y / 
Property Damage L i a b i l i t y 

$5,000,000 per occurrence 

Control of Well including Clean-Up 
Containment, Seepage, Pollution, 
Contamination, and Redrilling 
Expense (This coverage is maintained 
while d r i l l i n g from spudding to 
completion). 

$10,000,000 per occurrence 
(For 100% interest) 

I f A i r c r a f t , including helicopters, 
are used i n operations, include 
A i r c r a f t L i a b i l i t y , Passenger 
L i a b i l i t y and Property Damage 
L i a b i l i t y Insurance, covering 
Owned, Non-Owned Aircraft and 
Hired A i r c r a f t . 

$5,000,000 per occurrence 



_f ''"atercrart are used in any 
inland cperations: 

a) Protection and Indemnity $10,000,000 per occurrence 
Insurance on the SP23 form or 
equivalent, (or, in the alter
native, deletion of the water-
craft exclusion from the 
Comprehensive General L i a b i l i t y 
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 
i t s equivalent. 

Any insurance which any party may carry which exceeds or adds to that li s t e d 
on this schedule, either as to type of coverage or as to l i m i t s of l i a b i l i t y , 
shall be for the benefit of the party acquiring only and shall not be for the 
benefit of the j o i n t account or any signatory party other than the party 
acquiring such insurance. 

Operator shall furnish signatory parties upon request with Certificates from 
insurers evidencing that satisfactory coverage as set fo r t h herein is in force. 

I f any party provides evidence of insurance so as to elect out of any 
coverage, such insurance shall include the following provisions: 

1. A l l signatory parties hereto shall be named as additional insureds. 

2. Each policy shall include a waiver of any rights of subrogation 
against the other signatory parties hereto. 

3. Each policy shall contain a provision obligating insurer to give 
Operator written notice of change or cancellation not less than 
t h i r t y (30) days prior to the effective date of such change or 
cancellation. 
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EXHIBIT "E" 

Attached to and made a part of that certain Operating Agreement dated 
August 11, 1989, between EL PASO NATURAL 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 t o t a l cumulative volume of Gas 
disposed of by a l l 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 B r i t i s h 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 mi l l i o n 
(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 a l l hydrocarbons produced or producible from 
a Well, whether a Well classified as an o i l Well or gas Well by the 
regulatory agency having j u r i s d i c t i o n i n such matters, which are or may 
be made available at the Measurement Point for sale or separate 
disposition by the Parties, excluding o i l , condensate and other liquids 
separated upstream from the Measurement Point. "Gas" does not include 
gas used for j o i n t operations, or gas which is vented or lo s t , prior to 
delivery at the Measurement Point. Reference herein to the right to 
"dispose of" Gas or Gas "disposed of" includes a l l methods of 
disposition of Gas, including taking i n kind, delivering i n kind to a 
Lessor, sales to a Party or t h i r d party or an a f f i l i a t e , or gas used by 
a Party for purposes other than j o i n t 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 i n 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 i t s 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 j o i n t l y 
owned production f a c i l i t i e s , or such other point mutually agreeable 
where Gas from a Well is measured after the separation of o i l , 
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 i t s 
Percentage Ownership of the t o t a l cumulative volume of Gas disposed of 
by a l l Parties from such Well. 



(k) "Party" ~eans any party subject to the Operating Agreement. 
"Parties" means a l l parties subject to the Operating Agreement. 

(1) The "Percentage Ownership" of each Party is equal to that 
Party's percentage or fractional interest i n 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 i t s 
Percentage Ownership of the t o t a l cumulative volume of Gas disposed of by 
a l l 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, i f i t had 
disposed of i t s Percentage Ownership of Gas from that Well. 

(o) "Well" means a well d r i l l e d 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 i n 
the singular include plural, the plural includes the singular, and the neuter 
gender includes the masculine and the feminine. 

ARTICLE I I 
Scope and Term of Agreement 

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

2.02 This Agreement shall terminate, separately as to each Well, the 
earlier of (a) when the oi l 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 I I I 
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 
entitled to produce and dispose of i t s Percentage Ownership of Gas which can 
be produced from a Well. During any month when a Party does not dispose of 
i t s entire Percentage Ownership of such Gas, the other Parties shall be 
entitled to produce and dispose of a l l or any portion of such Gas; provided, 
that to the extent such Parties desire to dispose of more Gas than i s 
available, they shall share in such Gas in the proportion that each such 
Party's Percentage Ownership bears to the combined Percentage Ownership of a l l 
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 i t s sole account, and the proceeds 
thereof, including constituents contained therein that are recovered 
downstream from the Measurement Point. I f at any time, and from time to time, 
a Party i s Underproduced with respect to a Well, i t s Underproduction shall be 
deemed to be in storage in the Well, subject to the right of such Party to 
produce and dispose of such Gas at a later time. 

AKTICLE IV 
Malce—DP Gas 

4.01 In order to make up an Imbalance, each Underproduced Party in a Well 
shall have the right, after thirty (30) days written notice to the Operator, 
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 f i r s t taking or disposing of i t s full 
Percentage Ownership of Gas from a Well; and 
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(b) An Overproduced Party shall not be required under any 
circumstances to reduce i t s takes to less than i t s 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 i t s 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) I f there is more than one Overproduced Party, the Make-Up Gas 
w i l l be taken from the Overproduced Parties i n the proportion that each 
Overproduced Party's Percentage Ownership i n a Well bears to the t o t a l 
Percentage Ownership of a l l Overproduced Parties i n that Well; and 

(e) I f there is more than one Underproduced Party who desires and is 
able to dispose of Make-Up Gas in a month, each Underproduced Party w i l l 
share i n the Make-Up Gas i n the proportion which i t s Percentage Ownership 
i n a Well bears to the t o t a l Percentage Ownership of a l l Underproduced 
Parties i n 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 i t s f u l l Percentage Ownership of Gas in a 
Well for the purpose of conducting deliverability 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 administering the provisions of this Agreement. The 
Operator shall use its best efforts to cause Gas to be delivered at the 
Measurement Point in such 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 i f 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 a l l Parties in each Well at the end 
of each month during such quarter. In the event that production from each 
Well is not separately measured, then the Operator w i l l allocate production to 
each Well on the basis of periodic tests 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 any Underproduced Party over and above the monthly amount 
attributable to i t s Percentage Ownership shall be credited against and offset 
it s f i r s t Underproduction from time-to-time. 

5.03 Each Party shall retain a l l data, information and records pertaining 
to the Gas taken and disposed of by such Party in a Well during periods of 
Imbalance hereunder, including, but not limited to, records pertaining to the 
volumes of Gas disposed of, the gross and net proceeds received from the 
disposition of such Gas, and the information utilized to adjust volumes and 
prices on a Btu basis, for a period expiring three (3) years after the 
termination of this Agreement as to such Well. 
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5.04 Turing the term of this Agreement, each Party shall have the right 
to request information from and to audit the records of the Operator and any 
other Party as to a l l matters concerning volumes, Btu adjustments, prices and 
disposition of Gas from a Well. These rights for each Well shall extend u n t i l 
three (3) years after the expiration oi this Agreement as to that Well. Any 
audit shall be conducted at the expense of the Party or Parties desiring such 
audit, and shall be conducted, after reasonable notice, during normal business 
hours i n the office of the Party whose records are being audited. I f more 
than one Party desires to audit the records of another Party, then a l l such 
Parties shall cooperate with each other i n order that Only one audit shall be 
conducted i n any twelve (12) month period. 

ARTICLE VI 
Cash Settlement of Imbalance 

6.01 When production from a Well permanently ceases, the Operator shall 
render i t s f i n a l account of the cumulative Imbalance of a l l Parties for that 
Well within sixty (60) days after receiving the information requested as 
hereafter provided. Within t h i r t y (30) days of Operator's request, each 
Overproduced Party shall provide information to Operator s u f f i c i e n t for the 
preparation of such statements including, but not limited to the net price 
received for i t s Overproduction and each Underproduced Party shall submit to 
Operator such data and information evidencing i t s payment of a l l royalties, 
overriding royalties, production burdens and taxes on i t s Underproduction 
which i t was obligated to pay. Each Overproduced Party shall account to and 
pay each Underproduced Party within sixty (60) days of Operator's f i n a l 
account a sum of money equal to the net price on the Underproduction which an 
Underproduced Party was entitl e d to receive from an Overproduced Party. A l l 
past due payments due Underproduced Parties shall bear interest at the prime 
rate of interest i n effect from time to time of Chemical Bank, N.Y. from date 
due u n t i l date paid. Net price for cash settlements herein shall be 
determined i n accordance with Paragraph 6.02. 

6.02 The net price for cash settlements (without interest) under this 
A r t i c l e VI shall be the price actually received by the Overproduced Party for 
the sale of the Overproduction at the time the Overproduction accrued less 
production, severance and other similar taxes, fees or levies thereon and less 
royalties actually paid by an Overproduced Party attributable to the 
Underproduction of an Underproduced Party. 

6.03 I f any portion of the price which i s to be paid to an Underproduced 
Party i s subject to refund under order, rule or regulation of the FERC, then 
the Overproduced Party shall withhold the increment of price subject to refund 
u n t i l the price i s f u l l y approved, unless the Underproduced Party furnishes a 
corporate undertaking satisfactory to the Overproduced Party guaranteeing the 
return of the increment i n price attributable to such refund, including 
interest, i f any, which is required to be paid with such refund. In addition, 
i f FERC or any other governmental agency having j u r i s d i c t i o n requires that an 
Overproduced Party make a refund with respect to any portion of a price used 
to make payment xmner this A r t i c l e VI, then the Underproduced Party(ies) shall 
reimburse the Overproduced Party(ies) for such refund, including any interest 
required to be paid with respect thereto. This Paragraph 6.03 shall survive 
the termination of this Agreement u n t i l the period has passed for which a 
refund may be required. 

ARTICLE VTI 
fln«t-« »nd Ownership of Liquids 

A l l operating risks, expenses and l i a b i l i t i e s shall be borne and paid by 
the Parties i n accordance with the provisions of the Operating Agreement, or 
other agreement, rule or order i f there i s not an Operating Agreement, 
regardless of whether the Gas i s being taken or disposed of from a Well at any 
given time i n proportion to the Percentage Ownership of the Parties i n the 
Well. Liquid hydrocarbons of a Well separated from the Gas prior to delivery 
at the Measurement Point shall be owned by a l l Parties i n accordance with 
their Percentage Ownership i n the Well, and each of the Parties shall be 
enti t l e d to own and market their l i q u i d hydrocarbons separated prior to the 
Measurement Point i n accordance with i t s Percentage Ownership i n the Well, 
irrespective of the fact that one or more of the Parties may not be disposing 
of Gas from the Well. 
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ARTICLE V I I I 
Indemnity 

Each Party hereby indemnifies and agrees to hold the other Parties 
harmless from a l l claims which may be asserted by any t h i r d party arising out 
of the operation of this Agreement and the performance by the indemnifying 
Party of i t s obligations hereunder. Such indemnity shall extend to and 
include a l l costs of investigation and defense (including reasonable attorneys 
fees), and a l l judgments and damages incurred or sustained, as a result of any 
such claim. 

ARTICLE IX 
Payment of Lease Burdens 

Unless otherwise required by provisions of a lease, agreement, or statute, 
rule, regulation, or order of any governmental authority having j u r i s d i c t i o n , 
and regardless of who is actually taking or disposing of Gas from a Well, each 
Party shall be responsible for and shall pay or cause to be paid any and a l l 
royalties, overriding royalties, production payments and similar encumbrances 
on production due on i t s f u l l Percentage Ownership of Gas production from a 
Well and shall hold the other Parties free from any l i a b i l i t y therefor. The 
Party or Parties actually taking and disposing of Gas from a Well shall be 
responsible for and shall pay a l l production, severance or similar taxes, fees 
or levies on such production. 

ARTICLE X 
Hotices 

Any notices or other communications required or permitted hereunder shall 
be in writing and shall be deemed given only when received by the Party to 
whom the same is directed at the addresses and in the manner then provided 
under the Operating Agreement. 

202L 
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EXHIBIT "F" 

Attached to and made a part of that certain Operating Agreement dated 
August 11, 1989, between EL PASO NATURAL GAS COMPANY, as Operator, and 
Non-Operators. 

I . EQUAL EMPLOYMENT OPPORTUNITY PROVISION 

During the performance of this contract, the Operator agrees as follows: 

(1) The Operator w i l l not discriminate against any employee or 
applicant for employment because of race, color, religion, 
national origin, or sex. The Operator w i l l take affirmative 
action to ensure that applicants are employed, and that employees 
are treated during employment, without regard to their race, 
color, religion, national origin, or sex. Such action shall 
include, but not be limited to the following: Employment, 
upgrading, demotion, or transfer, recruitment or recruitment 
advertising; layoff or termination; rates of pay or other forms of 
compensation; and selection for training including 
apprenticeship. The Operator agrees to post i n conspicuous places 
available to employees and applicants for employment notices to be 
provided by the contracting o f f i c e r setting forth the provisions 
of this nondiscrimination clause. 

(2) The Operator w i l l , i n a l l s o l i c i t a t i o n s or advertisements for 
employees placed by or on behalf of the Operator, state that a l l 
qualified applicants w i l l receive consideration for employment 
without regard to race, color, r e l i g i o n , national origin, or sex. 

(3) The Operator w i l l send to each labor union or representative of 
workers with which i t has a collective bargaining agreement or 
other contract or understanding a notice to be provided by the 
agency contracting o f f i c e r advising the labor union or workers' 
representative of the Operator's commitments under Section 202 of 
Executive Order 11246 of September 24, 1965, and shall post copies 
of the notice on conspicuous places available to employees and 
applicants for employment. 

(4) The Operator w i l l comply with a l l provisions of Executive Order 
11246 of September 24, 1965, and of the rules, regulations and 
relevant orders of the Secretary of Labor. 

(5) The Operator w i l l furnish a l l information and reports required by 
Executive Order 11246 of September 24, 1965, and by the rules, 
regulations, and orders of the Secretary of Labor, or pursuant 
thereto, and w i l l permit access to i t s books, records, and 
accounts by the contracting agency and the Secretary of Labor for 
purposes of investigation to ascertain compliance with such rules, 
regulations, and orders. 

(6) In the event of the Operator's non-compliance with the 
nondiscrimination clauses of this contract or with any of such 
rules, regulations, or orders, this contract may be cancelled, 
terminated or suspended in whole or i n part and the Operator may 
be declared i n e l i g i b l e for further Government contracts in 
accordance with procedures authorized in Executive Order 11246 of 
September 24, 1965, and such other sanctions may be imposed and 
remedies invoked as provided i n Executive Order 11246 of September 
24, 1965, or by rule, regulation, or order of the Secretary of 
Labor, or as otherwise provided by law. 

(7) The Operator w i l l include the provisions of paragraphs (1) through 
(7) in every subcontract or purchase order unless exempted by 
rules, regulations, or orders of the Secretary of Labor issued 
pursuant to Section 204 of Executive Order 11246 of September 24, 
1965, so that such provisions w i l l be binding upon each 
subcontractor or vendor. The Operator w i l l take such action with 
respect to any subcontract or purchase order as the contracting 
agency may direct as a means of enforcing such provisions 
including sanctions for non-compliance: Provided, however, that 



in che event the Operator becomes involved i n , or is threatened 
with, l i t i g a t i o n with a subcontractor or vendor as a result of 
such direction by the contracting agency, the Operator may request 
the United States to enter into such l i t i g a t i o n to protect the 
interests of the United States. 

Operator acknowledges that i t may be required to f i l e Standard Form 100 
(EEO-l) promulgated j o i n t l y by the Office of Federal Contract 
Compliance, the Equal Employment Opportunity Commission, and Plans for 
Progress with Joint Reporting Committee, Federal Depot, Jeffersonville, 
Indiana, within t h i r t y (30) days of the date of contract award i f such 
report has not been f i l e d for the current year and otherwise comply with 
or f i l e such other compliance reports as may be required under Executive 
Order 11246, as amended, and Rules and Regulations adopted hereunder. 

Operator further acknowledges that he may be required to develop a written 
affirmative action compliance program as required by the Rules and Regulations 
approved by the Secretary of Labor under authority of Executive Order 11246 
and supply Non-Operators with a copy of such program i f they so request. 

I I . CERTIFICATION OF NON-SEGREGATED FACILITIES 

(1) Operator assures Non-Operators that i t does not and w i l l not 
maintain or provide for i t s employees any segregated f a c i l i t i e s at 
any of i t s establishments, and that i t does not and w i l l not 
permit i t s employees to perform their services at any location, 
under i t s control, where segregated f a c i l i t i e s are maintained. 
For this purpose, i t is understood that the phrase "segregated 
f a c i l i t i e s " includes f a c i l i t i e s which are i n fact segregated on a 
basis of race, color, religion, or national o r i g i n because of 
habit, local custom, or otherwise. I t is further understood and 
agreed that maintaining or providing segregated f a c i l i t i e s for i t s 
employees or permitting i t s employees to perform their services at 
any location under i t s control where segregated f a c i l i t i e s are 
maintained is a violation of the equal opportunity clause required 
by Executive Order 11246 of September 24, 1965. 

(2) Operator further understands and agrees that a breach of the 
assurance herein contained subjects i t to the provisions of the 
Order at 41 CFR Chapter 60 of the Secretary of Labor dated May 21, 
1968, and the provisions of the equal opportunity clause 
enumerated in contracts between the United States of America and 
Non-Operators. 

(3) Whoever knowingly and w i l l f u l l y makes any false, f i c t i t i o u s , or 
fraudulent representation may be li a b l e to criminal prosecution 
under 18 U.S.C. Sec. 1001. 

I I I . OCCUPATIONAL SAFETY AND HEALTH ACT 

Operator wil l observe and comply with a l l safety and health standards 
promulgated by the Secretary of Labor under Section 107 of the Contract 
Work Hours and Standards Act, published in 29 CFR Part 1518 and adopted 
by the Secretary of Labor as occupational safety and health standards 
under the Williams-Steiger Occupational Safety and Health Act of 1970. 
Such safety and health standards shall apply to a l l subcontractors and 
their employees as well as to the prime contractor and its employees. 

IV. VETERAN'S PREFERENCE 

Operator agrees to comply with the following insofar as contracts i t 
lets for an amount of $10,000 or more or which will generate 400 or more 
man-days of employment (each man-day consisting of any day in which an 
employee performs more than one hour of work) and further agrees to 
include the following provision in contracts with Contractors and 
Subcontractors: 
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"CONTRACTOR AND SUBCONTRACTOR LISTING REQUIREMENT 

(1) As provided by 41 CFR 50-250, the contractor agrees that a l l 
employment openings of the contractor which exist at the time of 
the execution of this contract and those which occur during the 
performance of this contract, including those not generated by the 
contract and including those occurring at an establishment of the 
contractor other than the one wherein the contract is being 
performed, but excluding those of independently operated corporate 
a f f i l i a t e s , s hall, to the maximum extent feasible, be offered for 
l i s t i n g at an appropriate local office of the State employment 
service system wherein the opening occurs and to provide such 
periodic reports to such local office regarding employment 
openings and hires as may be required: Provided, that this 
provision shall not apply to openings which the contractor f i l l s 
from within the contractor's organization or are f i l l e d pursuant 
to a customary and traditional employer-unionhiring arrangement 
and that the l i s t i n g of employment openings shall involve only the 
normal obligations which attach to the placing of job orders. 

(2) The contractor agrees to place the above provision i n any 
subcontract di r e c t l y under this contract." 

V. CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL LAWS 

Operator agrees to comply with the Clean Air Act (42 U.S.C. Sec. 
1857) and the Federal Water Pollution Control Act (33 U.S.C. Sec. 
1251) when conducting operations involving nonexempt contracts. 
In a l l nonexempt contracts with subcontractors, Operator shall 
require: 

(1) No f a c i l i t y is to be u t i l i z e d by Subcontractor i n the performance 
of t h i s contract with Operator which i s l i s t e d on the 
Environmental Protection Agency (EPA) List of Violating 
F a c i l i t i e s . See Executive Order 11738 of September 12, 1973, and 
40 CFR Sec. 15.20. 

(2) Prompt written notification shall be given by Subcontractor to 
Operator of any communication indicating that any such facility is 
under consideration to be included on the EPA List of Violating 
Fa c i l i t i e s . 

(3) Subcontractor shall comply with a l l requirements of Section 114 of 
the Clean Air Act (42 U.S.C. Sec. 1857) and Section 308 of the 
Federal Water Pollution Control Act (33 U.S.C. Sec. 1251), 
relating to inspection, monitoring, entry, reports, and 
information, as well as a l l other requirements specified i n these 
Sections, and a l l regulations and guidelines issued thereunder. 

(4) The foregoing c r i t e r i a and requirements shall be included i n a l l 
of Subcontractor's non-exempt subcontracts, and Subcontractor 
shall take such action as the Government may direct as a means of 
enforcing such provisions. See 40 CFR Sec. 15.4 & 5. 
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MERIDIAN OIL INC. 
Farmington Region 
Post Office Box 4289 

Farmington, New Mexico 87499 
(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

AFE No.: 
Lease/Well Name: Allison Unit #135 
Field/Prospect: Undesignated Fruitland 
Location: SE/4. SW/4. Sec. 9. T32Nf R6W Countv: 

Date: 8-22-88 
Lease No.: 

_ Region: Farmington 
San Juan State: NM 

AFE Type: 01 Development Original X Supplement Addendum API Well Type 
Operator Meridian Oil Inc. 
Objective Formation:. 
Project Description:. 
Expenditure 

Fruitland Coal Authorized Total Depth (Feet) 2760 
1988/89 Farmington Region Drilling Program Capital 

Est. Start Date: 11/88 
Est. Completion Date: 12/88 

Prepared By: C. McCracken 

GROSS WELL COST DATA 
Drilling Workover, Construction 

Dry Hole Suspended Completion or F a c i l i t y Total 
Days: 11 11 7 18 

This AFE: 238.300 238.300 193.210 431.510 
Prior AFE'S: 
Total Costs: £238.300 £ 238.300 t i 193.210 & 431.510 

Company 

JOINT INTEREST OWNERS 
Working Interest Net $ Expenditures 

Percent Dry Hole j Completed £ 

MERIDIAN OIL INC. 100.00000% 238.300 431.510 
AFE TOTAL: 100.00000% $ 238.300 $ 431.510 

,v|l/»^ MERIDIAN OIL APPROVAL 

ecommended: fam /Date: /jfa/38 Recommended: -^OQ/A*ICSL. /Date 

Recommended: /Date: ^ Approved: /Date: 
Title: Regional Operations Manager 

PARTNER APPROVAL 
Company Name: 

Authorized By: Date:. 

Title: 
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M E R I D I A N O I L I N C O R P O R A T E D 
D R I L L I N G W E L L C O S T E S T I M A T E 

WELL NAME: A l l i s o n U n i t #135 
COUNTY,STATE: San J u a n C o . , NM 
PROPOSED TD: 2590 /2760 

ACCT AFE NOMENCLATURE 

PREPARED BY: J . D . F a l c o n i DATE: l l - J u n - 8 8 
APPROVED BY: W S h ^ c t - DATE: i , , ^ 
AFE T Y P E : 01 Development 1 Type 2 

DRYHOLE 

248. INTANGIBLE DRILLING COSTS 
02 Environmental studies 
03 Location and roads construction 
04 Surface restoration 
05 Move in, move out 
06 Contractor fees - Footage 2,590 @ $11.25 / F t . — 
07 Contractor fees - Daywork 7.00 @ $5,330 /Day— 
09 Drilling fluids 
10 Gas and a i r d r i l l i n g 
16 Water 
17 Bits 
18 Primary cementing 
20 Mud logging 
21 Wireline logging 
22 Coring and Analysis 
23 Fuel 
' 1 BOP and Wellhead rentals 
~5 D r i l l and work string rentals 
27 Tank rentals 
28 Other rentals 
29 Trucking and Transportation 
33 Tubular inspection 
34 Cased hole logging 
43 Consultants 
45 Roustabout and contract labor 
4 6 Miscellaneous 

Contingency - 5% 

SUSPENDED 
11 Days 

1,000 
14,600 
1,500 
3 , 600 
29,100 
37,300 

12,000 
4, 300 
1,500 
9,100 
900 

5,500 

4,500 
6,800 
8,400 

3 , 0 0 0 
2 , 0 0 0 
3 , 0 0 0 
7 , 4 0 0 

TOTAL INTANGIBLE DRILLING COST 155,500 

TANGIBLE DRILLING COSTS 
80 Casing 34,400 

225 Ft. 9 5/8" 32.3# H-40 § $15.72 /Ft. 
2590 Ft. 7" 20.0# K-55 @ $10.53 /Ft. 
220 Ft. 5 1/2" 23.0# P-110 @ $16.40 /Ft. 

81 Tubing 8,600 
2760 Ft. 2 3/8" 4.7# J-55 @ $3.11 /Ft. 

84 Downhole equipment - Liner Hangers, accessories- 3,800 
86 Wellhead equipment 36,000 

TOTAL TANGIBLE DRILLING COST 82,800 

TOTAL DRILLING COST ESTIMATE 238,300 



T E A S E / W E L L NAME: ALLISON UNIT #135 PREPARED BY: M.MANSON 
3CATION: SW SEC 9 T-32 -N R - 6 -W NM DATE:7-20-88 

WELL TYPE: UNDESIGNATED FRUITLAND COAL 
AFE TYPE: DEVELOPMENT 01 

APPROVED BY: ^ £ P / ( ^ ? 7 ^ 

DATE: n ~ ~ 
ACCOUNT NUMBER <--±S~Z 

F A C I L I T Y T A N G I B L E F A C I L I T Y C O S T S 

247 

03 TRANSPORTATION 
LOC FACILITIES & PIPE HAULING 2,234 

12 COMPANY SUPERVISION AND OVERHEAD 
7 DAYS @ $350/DAY W/LOC AND GAS 2,45C 

26 SEPARATORS 
18" X 12', 2 PHASE VERTICAL COAL SLURRY TYPE, 1440 PSI WP 17,050 

2 7 HEATERS-TREATERS 
29 PUMPING UNIT 
31 PRIME MOVER 
32 TANKS AND PITS 

50 BBL GLASS PIT @ $1900 INST, 5 -500 BBL HEATED § $7174 37,770 
3 3 METERING EQUIPMENT 

AUTOMATION & TELEMETRY - $11,500 / GAS METERING - $4800 16,3 00 
4 FLOW LINES 13,250 

J5 COMPRESSORS - COMPANY OWNED 
3 6 BUILDINGS 
39 PIPING, VALVES AND FITTINGS 18,800 
4-4 TECHNICAL CONTRACT SERVICES 

PIPELINE INSPECTION 9 HRS §$35/HR 315 
47 COMPRESSOR RENTAL 
48 EQUIPMENT RENTAL 
49 CATHODIC PROTECTION GROUND BED & TRANSFORMER 5,000 
50 RIGHT OF WAY, SURVEY, ARCHY 

SURV §$.46/FT, ARCHY § $.29/FT, ROW § $1.21/FT 
GAS= 1120 FT WTR=4913 FT 11,825 

51 MINOR PIPELINES 
6033 FT, 4" XC SCH-40 @$2.90 /FT CONST @ $3.65 /FT 39,516 

52 ARTIFICIAL LIFT EQUIPMENT 
53 CHEMICAL PUMPS 
54 ELECTRICAL ACCESSORIES UTILITY HOOKUP 5,000 
94 DEHYDRATION UNIT 

3 MMCF/D, 1000 PSI WP, 1/8" CORRS ALLOW. 350 PSI STD.OP.PRES. 14,500 
55 MISC. FACILITY EXPENSE 

5% CONTINGENCY COST 9,200 

TOTAL FACILITIES $193,210 

* NOTE: FACILITY COST DOES INCLUDE WTR LINE ! 





Risk Penalty Analysis Case #9750 
September 6, 1989 

Al l i s o n Unit #135 
Lots 1 & 2, SE/4 NE/4, E/2 SE/4 of Section 8 

and SW/4 of Section 9 T32N, R6W 
San Juan County, New Mexico 

Risk Penalty 

Geological Risk 
Coal Stratigraphy and Thickness 
Cleating/Fractures 
Coal Characteristics 

60% 

Reservoir Risk 
Sustained D e l i v e r a b i l i t y 
Dewatering 
Reserve Recovery 
Undefined Coal Producing Characteristics 

Qpff'-flt?q"«1 Risk 
Completion Operations 
Equipment Failures While D r i l l i n g 
Formation Problems While D r i l l i n g 

80% 

60% 

Recommended Non-consent Penalty 
Capital Recovery Factor 

200% 
100% 

Total Rem ided 300% 





+ i - .2, 7 / 3 7 
• o. o r COMCS t c c c i v c o 

D I S T R I B U T I O N 

S A N T A F E 

F I L E i 

L - • i . S . G . S . 

A N O O F F I C E 

O P E R A T O R 

NEW MEXICO OIL CONSERVATION COMMISSION Fonn C-101 
Revised 1-1-45 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 

5 A. Indicate Type o i Leaae 
I 1 

" • A T I | | r „ 

5 . S t a t e O i l 6. G a a L 
G3 

No. 

l a . Type ol Work 

b. Type of Well 
OIL 
M C L L 

DRILL 

CAS 

DEEPEN _ PLUG BACK _ } 

SINGLE I J U U L T I » H I I 

Unit Agreement Na 

A l l i s o n Unit 
3. Farm or Lease Noam 

Allison Unit 
2. Name ot Operator 

Meridian O i l Inc 
9. *«-il No. 

135 
3, Address of Operator 

PO Box 4Z89. Farmington. MM 87499 
__F>oo^^t Wildcat 

• ru i t land Cc 

oi. cl.evations ohow wnether Oh. HT, etc.) 21 A. Kind 4 Status Pluq. Bond I 2 IB . DrillLnq Contractor 

statewide | 
22. Approx. Data Work w i l l start 

2 3 . 

PROPOSED CASING AND CEMENT PROGRAM 

SIZE OF HOLE SIZE OF CASING WEIGHT PER FOOT SETTING C E P T H SACKS OF CEMENT | EST. TOP 

i : i / 4 M - 9 5 / 8 " 36. 0* 200 ' 130 c u . f t . c i r c . s u r f a c e 
8 3 / 4 " 20.0 = 2627 ' ~hrrft-. - C^rc . s u r f a c e 
6 1 /4" 5 1 /2 " 2 3 . 0 s 2755 T ido/ iuotvCgnre 

The Frui t land Coal formation w i l l be completed. '388 

A 3000 psi 'A'P and 6000 psi test double gate preventer equipped' -vi-t^-' 
b l i n d and pipe rams w i l l be used for blow out prevention on- ttiijs w e l l . 

This gas is dedicated. 

The SW/4 of Section 9 is dedicated tj£)jtM^v&ia.X« j - : rs* \ 

OCTl 4J988 *~ 

OIL CON. r»* 
DIST " I N A B O V E S P A C E D E S C R I B E P R O P O S E O P R O G R A M : I F PROPOSAL IS TO OCC PCM OH PLUS S A C K , CIVC OAT A OM PKCSCNT PPOOuCTIVC l O N t * M » PAO#OSCO NEW P« Of 

T IVC I O N C , G i v e a c o w o u r P « C V C N T C N M O C I A M , tF AMY. 

I hecebf cer t i fy thmt/thm tnfi 

X 
a e * » e i u true and complete to the beet of ar* knowledge and belief . 

A P P R O V E D B T 

> J S - M ^ / s r f - Y - y ruu Regulatory A f f a i r s D ( U . n r * « a ^ TQ* 
tm Ute) (This space /or State Ute) 

DffUTY OB. & GAS INSPECTOR, DIST. #3 

C O N D I T I O N S O F » M W » » L . I F » N « 



STATE OF NEW MEXIC3 
ENERGY JMO MINERALS CEPARTMENT 

P. C . BOX ZOSS 

S A N T A F E , N E W M E X I C O 87S01 

Alt « 4 t t M C • % A I M ! mm from tn . « I M « * mmimtmmwimm *4 th . S.ctla 

Tnrm C-102 

L I O N 

A l l i s o n Unit ffeel 
• X I No. 

1 1 ~ 

'Jnlt L«u*r 

N a. . 
Townanlp 

32 Ilorth 
Rons* . | County 

6. West I San Juan 
Actual rooioq. Location al Wall* 

9 0 0 f . « f m m i h * S o U t l l tin. and 1 4 9 0 f « n from Ih. V f e S t 1|n« 

Ground L « T » I Ci w . 

6140 r 

Produ cinq formation 

Fruitland Coal T TTj4*vr4-«ia t &xL=» 
Dadlcai*d Acraaavt 

1. Outline the acreage dedicated to the aubject well by colored pencil or hachure marks on the plat below. 

2. If more than one leaae ia dedicated to the well, outline each and identify the ownership thereof (both aa to worl 
interest and royalty). 

3. If more than one iease of different ownership is dedicated to the well, have the interests of all owners beea cons 
dated by communitization, unitization, force-pooling, etc? 

I XI Yes No If answer is "yes" type of consolidation u n i t i z a t i o n 

If answer is "no." list the owners and tract descriptions which have actually been consolidated. (Use reverse sid 
this form if «»r»«««nt > 

No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitizat 
forced-pooling, or otherwise) or until a non-standard unit, eliminating such interests, has been approved by the Oiri 

NOTE: reissued to show corrected location. 

^ ^ ^ ^ ^ ^ ^ ^ 

IBi IS ̂  s VI sr 

_ u i I 

r\r>-\o 'crq 
I 

0 S3* • • • • 10» lin^MHV l»»»~ »St* 2**0-- xoo*r* IIOOYC' toes »o*~-

CERTIFICATION 

/ hmrmby certify thmt thm infmrmmtimn 

tminmm hmrnin it f ru . on*' €ommimtm ft 

brntlyf mf knmmimSqm^ftd mmHmf. ^ 

Nam* ' 

Regulatory A f f a i r s 
Position 

El Paso Natural Gas 
Compony 

Oat* 

thmvjn^rthriis £lmt wm\Di*rn^/Vri 

r1*alst*raa r i n l i » i i * * j * * i r i i . I i m l ' 
and/or Land 1 

He s ia 
Cvrtitleat* Now-



STATE OF NEW MEXICO 
ENERGY i.-io MINEPflis DEPARTMENT 

0 i S T * i « u r > O M 

] AM rA *% 

O I L C O N S E R V A T I O N D I V I S I O N 
». O . S O X 2 0 8 8 

SANTA FE, NEW M E X I C O 3750 1 

faro C-103 
Itvtted 10-1-

L A a O O f n e t 

0 » ( " A I O « 

i a . indicate Type ol L m i 

State Q r. . fi[j 
i . State CU & Cas w ease 

SUNDRY NOTICE; AND REPORTS ON WELLS 
tae e o r use r a n r o a „ *oa M o » o i A k * ' o : - ' o a i » t« oa • rn * o i ' a r a c a r a c i c a v a i a . 

j i t " I ' A ^ I C A T IQ a » 5 » a f a w i f ' g i u C - I 3 1 I ' O a I U C M » * c * f l 1 * i l . j 

1. 

a C L L 1 ' 
CAS 
" H I 

7. Unil Agreement .'.crr.e 

Allison Unit 
2. .Name oi Csetmst 

Meridian Oil Inc. 
3. Farm or Lease l.air.e 

Allison Unit 
3. Adore*! ot Cperator 

P.O. Box 4289. Farming-ton. MM R74QQ 
9. *e l l No. 

135 
«. Location ol *••! 

vj«IT L C T T c e . 
N 

„« West - i » c . t c c r i e a 

900 rt.T r.o- ,»« SOUth tl»« rc«T f 

o 52N . . . . . fitt 

10. Field ana Pool, or "liacat 

Basin Fruitland Coal 

Elevation tSneui uAcmtr Jp, RT, CR. tte.) 

6140'CL 
1 2. County 

San Juan 
Check Appropriate Box To Indicate .Nature of Notice, Report or Other Data 

N O T I C E O F I N T E N T I O N T O : 

ce reeM I C M C O I A I . w o e * I 1 

fi 
i k aa ALrCf l C A » I » « I I 

«-«• Revision 

• 

S U B S E Q U E N T R E P O R T O F : 

aCMKOiAL wroea, I j 

C O U U I A C C S a i l . L i a S 9 X 1 1 , n 

C A t l N f t T C S T ANO C t M C N T JOS I ! 

A , T A . . . « A . „ . . T 

•*.!!• AMO *M*OONM(rir \ 

17. Cescuse Precosea or Completed Operations (Cleariy state ati pertinent details, and f ive pertinent aattt. ineiuaing estimated date of starting any propose 
work) s e c D U L ( t 101. 

Attached is a cony of the C-102 showing the revised nool F, ded icat i on. 



37-73 :." ,;s!.7 >Ae:ucz * ° - 3 0 * ; 3 3 : J 

i i - e r id ian . O i L I n c . " T ^ — ' J o g ) 
*•<» No. 

O A 7 3 * n » n i o Sana* 

i " I 
f — I 

6. 77.32-: 

r-V 

/ram tt>m w GUI JJ.— ' In* 9td — 'c«t from thm :; S w I In* 
Proauciru? f arm a tion Pool 

| c ! 4 C r 

F r*_ii T3 a <; •! T - - T -

1. Outline the acreage dedicated la the suaject weil by colored pencu or hachure mariis on the slat below. 

2. If more than one lease ia dedicated to the weil, outline each and identify the ownership thnreot (both aa to wt 
interest and royalty). 

3. If more than one leaae ot different ownership ia dedicated to the well, have the interests ot all owners been co 
dated hv communitization. unitization, lorce-pooiing. etc? 

j .\l Yes f"~7 No If answer is "yes^' type of consolidation T r i 

If answer is "ao" list the owners and tract descriptions which have actually been consolidated. (Use reverse 3 
this form it necessary.) 

No allowable will be assigned to the well untii ail interests have been consolidated (by communitization. unitiz 
farced-oooiine, or otherwise) or untii a non-standard unit, eliminating such interests, has been approved by the Di' 

ra.ua 

i 
Sec. 1 S 

! 

« — -

^ 1 

<33 

° ±J___f % 
M 87° 

AFRl 11989 

OIL CON. DIV. 
DIST r>. 

CcRTIFICATION 

/ hmmor certify thnt thm infntmmt* 

HiMa n*r*«t is rru* «n« cMiwii 

•sv and omtimi. amaf at" my 

position 

Meridian O i l inc 
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