
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
FOR PACIFIC ENTERPRISES OIL COMPANY (USA) 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO CASE NO. 98 93 

CERTIFICATE OF MAILING 

AND 

COMPLIANCE WITH ORDER R-8054 

In Accordance with Division Rule 1207 (Order R-8054) I 
hereby c e r t i f y that on February 28, 1990 I caused to be 
mailed by c e r t i f i e d mail return receipt requested notice of 
t h i s hearing and a copy of the Application for the above 
referenced case along with the cover l e t t e r , at least twenty 
days p r i o r to the hearing set for A p r i l 4, 1990, to the 
parties shown i n the Application as evidence by the attached 
copies of return receipt cards. ~-— 

SUBSCRIBED AND SWORN to before me t h i s 2nd day of A p r i l , 
••1990.. . 

Notary Public 

"M$ Jcfc&urussion Exp i re s : 
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BEFORE- EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

P&CL EXHIBIT NO. W 

CASE NO. 3 



TRIGG 28 FEDERAL COM #1 WELL 
EDDY COUNTY, NEW MEXICO 

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS; 

- 5 6S ll> 
Read & Stevens, Inc. 
Exxon Company, U.S.A. 
Depco, I n c . 
Paul Slayton 
James L. A l f o r d , J r . 
Mark D. Wilson 
Yates Employees 87, L t d . 

NON-CONSENTING PARTIES 

Yates Petroleum Corporation 

Bonneville Fuels 

Amoco Production Company 
Myco I n d u s t r i e s , I nc. 

ABO Petroleum Corporation 

Yates D r i l l i n g Company 

Davoil, I n c . 

Featherstone Development Co. 

8.219040% 

8.730325% 

1.695200% 
3.539595% 

3.539595% 

3.539595% 

3.719240% 

.050850% 

V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, no 
Ve r b a l l y 
pate, AFE 
executed 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o Farmout 
agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
AFE or JOA returned 
agreed t o P a r t i c i -
r e t u r n e d , no JOA 

*Westway Petro 
•Raymond R. T r o l l i n g e r , J r 

& Sharon S. Trollinger 
*Rottman 1984 Family Trust 
''•Randall R. Fort 
•David K. Henderson 
•Joel M. Wigley 
•William A. Bradshaw, IIIv^/?( 

•John C. Maexy, Jr. f \ 
•Lucy Marie Brown 
•Thomas M. B e a l l 

TOTAL NON-CONSENT 3 3 . 0 3 3 4 4 0 % 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

EXHIBIT NO. 

CASE NO. 

•These p a r t i e s own some p o r t i o n of Read & Stevens, I n c . i n t e r e s t , 
who has agreed t o p a r t i c i p a t e ; however, t h e r e i s no w r i t t e n 
documentation s t a t i n g t h i s . 



TRIGG 28 FEDERAL COM #1 WELL 
EDDY COUNTY/ NEW MEXICO 

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS: 

- 5~ IS l ? 
Read & Stevens, I n c . " 
Exxon Company, U.S.A. 
Depco, Inc. 
Paul Slayton 
James L. A l f o r d , J r . 
Mark D. Wilson 
Yates Employees 87, L t d . 

NON-CONSENTING PARTIES 

Yates Petroleum Corporation 

Bonneville Fuels 

Amoco Production Company 
Myco I n d u s t r i e s , I n c . 

ABO Petroleum Corporation 

Yates D r i l l i n g Company 

Davoil, I n c . 

Featherstone Development Co. 

8.219040% 

8.730325% 

1.695200% 
3.539595% 

3.539595% 

3.539595% 

3.719240% 

.050850% 

V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, AFE 
executed 
V e r b a l l y 
pate, no 
Ve r b a l l y 
pate, AFE 
executed 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o Farmout 
agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
r e t u r n e d , no JOA 

agreed t o P a r t i c i -
AFE or JOA returned 
agreed t o P a r t i c i -
r e t u r n e d , no JOA 

•Westway Petro 
•Raymond R. T r o l l i n g e r , J r . 
& Sharon S. T r o l l i n g e r 

•Rottman 1984 Family Trust 
''•Randall R. Fo r t 
•David K. Henderson 
•Joel M. Wigley 
•W i l l i a m A. Bradshaw, II I v ^ / ? ( 

•John C. Maexy, J r . r | 
•Lucy Marie Brown 
•Thomas M. B e a l l 

TOTAL NON-CONSENT 33.033440% 

BEFORE EXAMINER CATANACH 
OIL CONSERVATION DIVISION 

EXHIBIT NO. 

CASE NO. 

•These p a r t i e s own some p o r t i o n o f Read & Stevens, I n c . i n t e r e s t , 
who has agreed t o p a r t i c i p a t e ; however, t h e r e i s no w r i t t e n 
documentation s t a t i n g t h i s . 



TRIGG 28 FEDERAL COM #1 WELL 
EDDY COUNTY, NEW MEXICO 

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS: 

- 'n SS 2 2 
Read & Stevens, Inc. ' 
Exxon Company, U.S.A. 
Depco, Inc. 
Paul Slayton 
James L. A l f o r d , J r . 
Mark D. Wilson 
Yates Employees 87, L t d . 

NON-CONSENTING PARTIES 

Yates Petroleum Corporation 

Bonneville Fuels 

Amoco Production Company 
Myco I n d u s t r i e s , I n c . 

ABO Petroleum Corporation 

Yates D r i l l i n g Company 

Davoil, I n c . 

Featherstone Development Co. 

8.219040% V e r b a l l y agreed t o P a r t i c i 
pate, AFE re t u r n e d , no JOA 
executed 

8.730325% V e r b a l l y agreed t o P a r t i c i 
pate, AFE re t u r n e d , no JOA 
executed 

1.695200% V e r b a l l y agreed t o Farmout 
3.539595% V e r b a l l y agreed t o P a r t i c i 

pate, AFE ret u r n e d , no JOA 
executed 

3.539595% V e r b a l l y agreed t o P a r t i c i 
pate, AFE ret u r n e d , no JOA 
executed 

3.539595% V e r b a l l y agreed t o P a r t i c i 
pate, AFE retur n e d , no JOA 
executed 

3.719240% V e r b a l l y agreed t o P a r t i c i 
pate, no AFE or JOA returned 

.050850% V e r b a l l y agreed t o P a r t i c i 
pate, AFE ret u r n e d , no JOA 
executed 

•Westway Petro 
•Raymond R. T r o l l i n g e r , J r . 
& Sharon S. Trollinger 

•Rottman 1984 Family Trust 
''•Randall R. Fort 
•David K. Henderson 
•Joel M. Wigley 
•William A. Bradshaw, III^ 
•John C. Maexy, Jr. r f 
•Lucy Marie Brown 
•Thomas M. B e a l l 

TOTAL NON-CONSENT 33 . 033440% 

BEFORE EXAMINER CATANACH 

OIL CONSERVATION DIVISION 

EXHIBIT NO. 

CASE NO. 

•These p a r t i e s own some p o r t i o n of Read & Stevens, I n c . i n t e r e s t , 
who has agreed t o p a r t i c i p a t e ; however, t h e r e i s no w r i t t e n 
documentation s t a t i n g t h i s . 



TRIGG 28 FEDERAL COM #1 WELL 
EDDY COUNTY, NEW MEXICO 

PARTIES TO DROP FROM COMPULSORY POOLING PROCEEDINGS: 

- ^ SS 2 7> 
Read & Stevens, Inc. ' ^ • 
Exxon Company, U.S.A. 
Depco, Inc. 
Paul Slayton 
James L. A l f o r d , J r . 
Mark D. Wilson 
Yates Employees 87, L t d . 

NON-CONSENTING PARTIES 

Yates Petroleum Corporation 

Bonneville Fuels 

Amoco Production Company 
Myco I n d u s t r i e s , I n c . 

ABO Petroleum Corporation 

Yates D r i l l i n g Company 

Davoil, I n c . 

Featherstone Development Co. 

8.219040% 

8.730325% 

1.695200% 
3.539595% 

3.539595% 

3.539595% 

3.719240% 

.050850% 

V e r b a l l y agreed t o P a r t i c i 
pate, AFE re t u r n e d , no JOA 
executed 
V e r b a l l y agreed t o P a r t i c i 
pate, AFE ret u r n e d , no JOA 
executed 
V e r b a l l y agreed t o Farmout 
V e r b a l l y agreed t o P a r t i c i 
pate, AFE ret u r n e d , no JOA 
executed 
V e r b a l l y agreed t o P a r t i c i 
pate, AFE re t u r n e d , no JOA 
executed 
V e r b a l l y agreed t o P a r t i c i 
pate, AFE ret u r n e d , no JOA 
executed 
V e r b a l l y agreed t o P a r t i c i 
pate, no AFE or JOA returned 
V e r b a l l y agreed t o P a r t i c i 
pate, AFE re t u r n e d , no JOA 
executed 

*Westway Petro 
*Raymond R. T r o l l i n g e r , J r 
& Sharon S. Trollinger 

*Rottman 1984 Family Trust 
''•Randall R. Fort 
•David K. Henderson 
•Joel M. Wigley 
•William A. Bradshaw, III^ n( 

•John C. Maexy, Jr. r f 
•Lucy Marie Brown 
•Thomas M. B e a l l 

TOTAL NON-CONSENT 33.033440% 

BEFORE EXAMINER CATANACH 
OIL CONSERVATION DIVISION 

EXHIBIT NO. 

CASE NO. 

•These p a r t i e s own some p o r t i o n of Read & Stevens, Inc. i n t e r e s t , 
who has agreed t o p a r t i c i p a t e ; however, t h e r e i s no w r i t t e n 
documentation s t a t i n g t h i s . 
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TRIGG 28 FEDERAL COM #1 WELL 
EDDY COUNTY, NEW MEXICO 

WORKING INTEREST OWNERS ELECTION 

OWNER 

P a c i f i c E n t e r p r i s e s O i l 
Company (USA) 

Yates Petroleum Corporation 

Bonneville Fuels 

Great Western D r i l l i n g 

Read--6—Stevens, Ine. 
James L. A l f o r d , J r . 
J. Hiram Moore, Betty Jane 
Moore, Michael Harri s o n 
Moore, Trustees 

Featherstone Development 

Myco I n d u s t r i e s , I nc. 

Abo Petroleum Corporation 

Yates D r i l l i n g Company 

Davoil, Inc. 

Mark D. W i l s o n 
DEKALB, I n c . 

j^mocq_JProduction Company 

INTEREST 

50.00000% 

8.21904% 

8.730325% 

6.750410% 

5.352200% 
1.695200% 
.254300% 

.050850% 

3.539595% 

3.539595% 

3.539595% 

3.719240% 

2.355050% 
.559400% 

1. 695200% 

ELECTION 

Executed JOA & AFE i n hand 

V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
*See below* 
Executed JOA & AFE i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate & have executed AFE. 
No signed JOA i n hand. 
V e r b a l l y agreed t o P a r t i c i 
pate. No AFE or JOA i n hand 
Executed JOA & AFE i n hand. 
Agreed t o Farmout. No 
formal Agreement. 
V e r b a l l y agreed t o Farmout. 

*Read & Stevens, I n c . has signed an AFE and JOA f o r t h e w e l l . They have 
v e r b a l l y i n d i c a t e d t h a t they are re p r e s e n t i n g the p a r t i e s l i s t e d below whom 
own some p o r t i o n of Read & Stevens, I n c . i n t e r e s t i n t h e u n i t , however, 
there i s no w r i t t e n agreement from these p a r t i e s s t a t i n g t h i s . The p a r t i e s 
Read & Stevens, I n c . i s r e p r e s e n t i n g are as f o l l o w s : 

/ Rottman 1984 Family T r u s t 
^ Randall R. Fort 
/ David H. Henderson 
j W i l l i a m A. Bradshaw, I I I 
/ Lucy Marie Brown 

Westway Petro 
Raymond R. T r o l l i n g e r , J r . 
& Sharon S. T r o l l i n g e r 

J o e l M. Wigley 
5̂ ,., / John C. Maxey, J r . 

Thomas M. B e a l l 

^ . { 

/...-.-' • / 



TRIGG 28 FEDERAL COM #1 WELL 
EDDY COUNTY, NEW MEXICO 

LAND SUMMARY 

Location: 2030' FNL & 1980' FWL, Section 28, Township 18 South, 
Range 27 East, Eddy County, New Mexico. 

Depth: 10,000' Morrow t e s t 

P r o r a t i o n U n i t : W/2 of s a i d Section 28 

Ownership: 

TRACT A: NORTHWEST QUARTER (NW/4) SECTION 28. T-18-S. R-27-E 

OWNER INTEREST IN LEASE 

P a c i f i c E n t e r p r i s e s 
O i l Company (USA) 100.00% 

TRACT B: EAST HALF OF THE SOUTHWEST QUARTER (E/2SW/4) FOR ALL 
DEPTHS FROM THE BASE OF THE SAN ANDRES FROMATION TO 
THE TOP OF THE MISSISSIPPIAN CHESTER LIMESTONE 
FORMATION 

OWNER INTEREST IN LEASE 

Bonneville Fuels Corp. 50.00% 
Yates Petroleum Corporation 12.50% 
Yates D r i l l i n g Company 12.50% 
Myco I n d u s t r i e s , Inc. 12.50% 
ABO Petroleum Corporation 12.50% 

100.00% 

TRACT C: WEST HALF OF THE SOUTHWEST QUARTER (W/2SW/4) FOR ALL 
DEPTHS FROM THE BASE OF THE SAN ANDRES FROMATION TO 
THE TOP OF THE MISSISSIPPIAN CHESTER LIMESTONE 
FORMATION 

OWNER INTEREST IN LEASE 

Bonne v i l l e Fuels Corp. 12.500% 
Yates Petroleum Corporation 28.125% 
Yates D r i l l i n g Company 3.125% 
Myco I n d u s t r i e s , I n c . 3.125% 
ABO Petroleum Corporation 3.125% 
Read & Stevens, Inc. 29.000% 
Westway Petro 21.000% 

NOTE: Tra c t s B and C are p a r t of the Rio Pecos U n i t . By v i r t u r e 
of t he Operating Agreement, the o p e r a t i n g r i g h t s are owned 
as f o l l o w s : 



OWNER 

B o n n e v i l l e F u e l s C o r p o r a t i o n 
Great Western D r i l l i n g Co. 
Read & Stevens, I n c . , e t a l 
Amoco P r o d u c t i o n Company 
James L. A l f o r d , J r . 
Mark D. W i l s o n 
DEKALB C o r p o r a t i o n 
J. Hirman Moore, B e t t y 

Jane Moore, M i c h a e l 
H a r r i s o n Moore, T r u s t e e s 

F e a t h e r s t o n e Development Co. 
Yates P e t r o l e u m C o r p o r a t i o n 
Yates D r i l l i n g Company 
Myco I n d u s t r i e s , I n c . 
ABO P e t r o l e u m C o r p o r a t i o n 
D a v o i l , I n c . 

INTEREST I N 
RIO PECOS UNIT 

17.460650% 
13.500820% 
10.704400% 
3.390400% 
3.904000% 
4.710100% 
1.118800% 

.508600% 

.101700% 
16.438080% 
7.079190% 
7.079190% 
7.079190% 
7.438480% 

TOTAL 100.000000% 



4-
Submit to Approoriau 
District Office 
Suss Lssse "4 copied 
FM Leas* - 3 copies 
DISTRICT I 
P.O.Box 19S0.HobtM.KM U240 

DISTRICT n 

P.O. Drawer DD. Ariesis, NM M210 

DISTRICT III 
1000 Rio Braios IU, Artsc, NM 17410 

State of New Mexico ( 
Energy, Minerals and Natural Resources Department 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
Al Distances must be from toe outer boundaries ot the section 

Form C-102 
Revised i-J -89 

Operator 
PACIFIC ENTERPRISES OIL CO. USA Trigg 28 Federal 

WellNo. 

Unit Letter Section 
28 

Towuhip 
18 South 

Range 
27 East 

NMPM 

County 
Eddy 

Actual Footage Location of WcB: 
2030 

fed from the 
North 1980 feet train the W e s t line 

Ground level Bev. 
3419 .9 

Producing Formation Pool Dedicated Acreage: 

Acre* 
1. Outline tbe acreage dedicated to the subject wed by colored pencil or hachure marks on tbe ptat below. 

2. If more than one lease is dedicated to *o well, outline each and identify the ownership mereof (both as to working interest snd royalty). 

3. If more than one lease of different ownership is dedicated to Ihe well, have the interest of sll owners been coneolidJted by communitizatioa, 
unitiTSlinn. force-pooling, etc 7 

Q Yes Q No If answer is "yes" type of consolidation 
If answer is "no" list the owners snd tract descriptions which have actually been consolidated, (Use reverse side of 
this form if neccessary. 
No sllowsble will be assigned to the well until all interests have been consolidated (by comnsmitiwtion, unitization, forced pooling, or otherwise) 
or until a non-standard unit, eliminating such interest, has been approved by the Division. 

1980-

o 
to 
o 
CM 

3422 .2 r -

3417.4"--

-13424.7 

4-$73.3-
'3419.5 

T 

OPERATOR CERTIFICATION 
/ hereby certify lhal th* ufcrmalLon 

cemaimtd herein im true and complete le Ihe 
best ef my htemdedge and belief. 

Signature 

Printed Name 

Position 

Company 

Date 

SURVEYOR CERTIFICATION 

/ hereby certify thai th* well location shown 
cm Ihit plat was plotted from field nous cf 

• 334 tt* 990 t m M50 MM 2310 2449 2000 1500 1000 500 « 



PACIFIC ENTERPRISES <La>MPANY<lJSA) OFF!CI= C O R R E S P O N D E N C E 

TO: Regeina Hall 
Dallas 

FROM: 

SUBJECT: 

Trigg 28 Federal Com #1 
W/2 Section 28, T18S, R27E 
Eddy County, New Mexico 

Pursuant to my telephone conversation with Brad Lane this 
morning, the Southwest Division anticipates spudding the above 
referenced well April 15, 1990. I have attached a copy of the 
interest owners in the well along with their respective 
interest as well as a cost estimate for said well. 

Please prepare an advance b i l l i n g f o r the dry hole costs 
of the subject well and forward t o the J o i n t I n t e r e s t Owners as 
soon as possible. Should you have any questions or problems, 
please do not hesitate t o contact me. 

MCC/dsr 

Attachment 



=AS£N fef J . 



PACIFIC ENTERPRISES OIL COMPANY (USA) 

February 1, 1990 

To: WORKING INTEREST OWNERS 
Address L i s t Attached 

Gentlemen: 

SOUTHWEST REGION 

200 N Loraine. #400 

P.O. Box 3083 

Midland TX 79702-3083 

(915) 684-3861 

(915) 684-6426 (Fax) 

RE: Red Lake Prospect #6097 
TRIGG 28 Federal #1 
West H a l f of Section 28 
T-18-S, R-27-E 
Eddy County, New Mexico 

P a c i f i c Enterprises O i l Company (USA) has acquired a farmout 
covering the NW/4 of the referenced Section 28 and hereby proposes 
the d r i l l i n g of an 10,000 f o o t Morrow w e l l t o be lo c a t e d 
approximately 1980' FNL and 1980' FWL o f s a i d Section 28, T-18-S, 
R-27-E, Eddy County, New Mexico. The d r i l l i n g and spacing u n i t f o r 
said w e l l w i l l be the West h a l f o f s a i d Section 28. The d r i l l i n g 
and t e s t i n g costs f o r the w e l l are estimated t o be $349,000 w i t h 
t o t a l completed costs being $605,000. 

I f you e l e c t t o p a r t i c i p a t e i n the d r i l l i n g of t h e proposed 
w e l l , please so i n d i c a t e by s i g n i n g both o f the enclosed A u t h o r i t y 
For Expenditures and r e t u r n i n g one (1) o r i g i n a l t o the a t t e n t i o n of 
the undersigned. Upon r e c e i p t o f your executed A u t h o r i t y For 
Expenditure, an Operating Agreement governing operations of the 
w e l l w i l l be submitted f o r your review. 

I n the event you do not wish t o p a r t i c i p a t e i n the d r i l l i n g of 
said w e l l , P a c i f i c requests a farmout o f your acreage i n the 
proposed d r i l l i n g u n i t d e l i v e r i n g a 75% net revenue i n t e r e s t before 
payout w i t h the o p t i o n t o convert your o v e r r i d i n g r o y a l t y i n t e r e s t 
t o a 25% working i n t e r e s t a f t e r payout. I f you e l e c t t o farmout 
your i n t e r e s t , a formal Farmout Agreement w i l l be submitted f o r 
your review. 

P a c i f i c i s i n t e r e s t e d i n spudding t h i s w e l l as soon as 
possib l e and t h e r e f o r e requests your v o l u n t a r y cooperation i n 
accomplishing same t o avoid a Compulsory Pooling Hearing. 

Should you have any questions or problems, please do not 
h e s i t a t e t o contact me. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 

OIL COMPANY (USA) 

M. Craig Clark 
Landman 



WORKING INTEREST OWNERS 
ADDRESS LIST 

Yates Petroleum Corporation 
105 S. 4 t h St. 
A r t e s i a , NM 8 8210 
A t t n : Ms. Kathy Porter 

Great Western D r i l l i n g Company 
P.O. Box 1659 
Midland, TX 79702 
A t t n : Mr. Mike Heathington 

Exxon Company, U.S.A. 
P.O. Box 1600 
Midland, TX 70702 
A t t n : Mr. Joe B. Thomas 

Anna R. A l f o r d 
P.O. Box 489 
McComb, MS 39648 

J. Hiram Moore, Betty Jane 
Moore, Michael Harrison Moore, 
Trustees 
P.O. Box 1733 
Midland, TX 79702 
A t t n : Mr. Richard Moore 

Myco I n d u s t r i e s , I nc. 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Ms. Kathy Porter 

* 
Yates D r i l l i n g Company 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Ms. Kathy Porter 

Mr. Mark D. Wilson 
110 W. Louisiana, Suite 210 
Midland, TX 79701 

Bo n n e v i l l e Fuels 
1600 Broadway, S u i t e 1110 
Denver, CO 80202 
A t t n : Mr. Larry L i l l o 

Read & Stevens, I n c . 
P.O. Box 1518 
Roswell, NM 88201 
A t t n : Mr. Joe Wigley 

Amoco Production Company 
P.O. Box 3092 
Houston, TX 77253 
A t t n : Mr. Houston Kauffman 

Depco, I n c . 
1625 Broadway 
Denver, CO 80202 
A t t n : Mr. K e i t h Ranum 

Paul Slayton 
P.O. Box 2035 
Roswell, NM 88202 

ABO Petroleum Corporation 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Ms. Kathy Porter 

D a v o i l , I n c . 
P.O. Box 122269 
F o r t Worth, TX 76121-2269 
A t t n : Ms. Debbie Sin g l e t o n 



PACIFIC ENTERPRISES OIL COMPANY (USA) 

AUTHORITY FOR EXPENDITURE 

SOUTHWEST REGION 

200 N. Loraine, #400 

P.O. Box 3083 

Midland TX 79702-3083 

(915)684-3861 

(915)684-6426 (Fax) 

DIVISION: Permian Basin E x p l o r a t i o n Team DATE: 2-1-90 

DEPARTMENT: E x p l o r a t i o n and Development Midland, Texas 

WELL NAME: TRIGG 28 Federal #1 

LOCATION: 1980' FNL and 1980' FWL o f Section 28, T-18-S, R-27-E 
Eddy County, New Mexico 

D r i l l and Test Cost 
Completion 

TOTAL $605,000.00 

$349,000.00 
$256,000.00 

JUSTIFICATON: 

Proposed 10,000' w e l l t o t e s t t h e Morrow Formation. 
See attached d e t a i l e d D r i l l i n g and Completion Cost Estimate. 

PARTICIPANTS WORKING COST GROSS AFE AMOUNT 
INTEREST $605,000 

P a c i f i c Enterprises 50.00000% $302,500 
O i l Company (USA) 

Yates Petroleum Corp. 6.181390% $ 37,397 

Bonneville Fuels 8.730325% $ 52,818 

Great Western D r i l l i n g 6.750410% $ 40,840 
Co. 

Read & Stevens, Inc. 5.352200% $ 32,381 

Exxon Company, USA 2.037650% $ 12,328 

Amoco Production Co. 1.695200% $ 10,256 

Anna R. A l f o r d 1.695200% $ 10,256 



( 

Working I n t e r e s t Owners 
February 1, 1990 
Page 2 

PARTICIPANTS WORKING COST 
INTEREST 

Depco, I n c . 0.559400% $ 3 ,384 

J. Hiram Moore, B e t t y 
Jane Moore, M i c h a e l 
H a r r i s o n Moore, T r u s t e e s 0.254300% $ 1, 539 

Paul S l a y t o n 0.050850% $ 307 

Myco I n d u s t r i e s , I n c . 3.539595% $ 21,415 

ABO Pet r o l e u m Corp. 3.539595% $ 21,415 

Yates D r i l l i n g Company 3.539595% $ 21,415 

D a v o i l I n c . 3.719240% $ 22 , 501 

Mark D. W i l s o n 2.355050% $ 14 ,248 

100.0000% $605,000 

APPROVED DISAPPROVED 

REPRESENTATIVE 

COMPANY 

DATE 
4 



l/February/1990 ( 

PACIFIC (ENTERPRISES OIL CO. (USA I 

DRILLING t COMPLETION DETAILED COST ESTIMATE 

Prospect: Red Lake Field Red Lake Morrow 

Hell Location W/2 Seel ion 28 Legal Description T-18-S, R-27-E 

County Eddy Sta te NM Proposed Depth 10,000' 

Objective Formation Morrow AFE No. Terra H.I. 

CATEGORY NO . 0RILL < TEST NO. COMPLETION TOTAL 

Survey - Stake Location 1 700 xxx 0 700 

Permits t Hearings 2 800 83 0 800 

B u i l d i n g Road, b r i d g e s , canals 3 5,000 84 0 5,000 

B u i l d i n g Location * P i t s 4 10,000 85 2,000 12,000 

Insurance ( f o r Terra o n l y 1 S 3,100 86 0 3,100 

Move i n - Rig up - Rig down - Move out 6 0 87 0 0 

Rat Hole 7 0 xxx 0 0 

Footage Contract 10,000' a $15.5/ft 8 155,000 XXX 0 155,000 

Oav work c o n t r a c t 4/2 days 9 $3,900/day 9 15,600 88 7,800 23,400 

Turnkey Agreement 10 0 90 0 0 

Rig f o r Completion $1400/day x 8 days XXX 0 101 11,200 11,200 

D r i l l B i t s 12 0 102 500 500 

Rental Equipment 13 5,000 103 3,500 8,500 

Fishing Tools 4 Service 14 0 104 0 0 

Company Labor 15 0 107 1,400 1,400 

Auto & Travel 16 0 108 400 400 

Contract Labor 17 10,400 113 12,000 22,400 

Trucking, Hauling, Service Equipment 18 3,000 114 3,500 6,500 

Power & Fuel 19 0 115 0 0 

Hater 20 8,500 116 1,500 10,000 

Mud S Chemicals 21 15,000 117 2,000 17,000 

D r i l l Pipe, Casing, Rod I n s p e c t i o n 22 2,000 125 3,000 5,000 

Formation T e s t i n g ( i n c l 2 DST) 23 12,000 xxx 0 12,000 

Coring f t o f core 2 $ / f t 24 0 xxx 0 0 

Mud Logging 25 8,200 xxx 0 8,200 

Logs 26 16,000 126 4,000 20,000 

Temperature Survey 27 0 148 0 0 

Bottom Hole Pressure Test 28 0 149 3,500 3,500 

D i r e c t i o n a l Services 29 0 152 0 0 

Engineering, Geological, Geophysical 30 0 153 0 0 

Cmtg, Conductor or Surf Csg ( i n c l Float equip) 31 4 ,000 xxx 0 4 ,000 

Cmtg, Interm or Prod Csg ( i n c l Float equip) 32 9,000 154 14,000 23,000 

Squeeze Jobs 33 0 155 0 0 

Perf or Shooting 34 0 156 3,500 3,500 

Frac xxx 0 157 4,000 4,000 

Swabbing 36 0 158 0 0 

Plugging, i f dry 37 8 ,000 159 0 8,000 

Damage Claims 38 0 165 0 0 

Cleaning Location 39 3,500 166 0 3,500 

D i s t r i c t Expense 40 7,500 172 2,000 9,500 

Communicat ions 41 200 177 200 400 

Environmental & Safety Equipment 42 0 178 0 0 

Misc M a t e r i a l 4 Service (Contingency) 43 10,500 179 5,000 15,500 

TOTAL INTANGIBLES 313,000 85,000 398,000 



l/February/1990 I ' 

PACIFIC ENTERPRISES OIL CO. (USA) 

ORILLING t COMPLETION DETAILED COST ESTIMATE 

CATEGORY NO. 0RILL 4 TEST NO. COMPLETION 

TOTAL 

Surface Casing 

350' o f 13-3/8" 00 H-40 4 8 t / f t . , 

8 r d , ST4C 3 20.35/ft. 50 7,200 xxx 0 7,200 

Intermediate Casing 

2000" of 8-5/8" 00, 32S/ft., 8rd 

ST4C 3 S l l . 8 3 / f t . 51 23,700 xxx 0 23,700 

Production Casing 

10,000* 5-1/2" OO, 1 7 t / f t , N-80 3 *8 . 2 5 / f t . xxx 0 52 82,500 82,500 

Liner 

f t o f " 00, t / f t a $ / f t XXX 0 53 0 0 

Tubing 

9,500' of 2-3/8" 00, N-80, 4 . 7 t / f t , 

8 r d , EUE a $3.08/ft xxx 0 54 30,000 30,000 

Xmas Tree 4 Tubing Head Components 55 3,500 182 12,000 15,500 

Pumping U n i t or Prime Mover xxx 0 56 0 0 

Production Platform - Mat. 4 Labor xxx 0 58 0 0 

Rods xxx 0 59 0 0 

Subsurface Pump xxx 0 60 0 0 

Tanks xxx 0 61 6,000 6,000 

C i r c u l a t i n g Pump xxx 0 63 0 0 

Dehydrator xxx 0 64 0 0 

Heater Treater or Gunbarrel (Stakpac) xxx 0 65 12,000 12,000 

Separator/FHKO xxx 0 66 0 0 

Flowline 4 Connection 500" f t of 2" OD FG 

Linepipe a $ 2 / f t xxx 0 68 1,000 1,000 

Meter, Heter Run 4 Connections xxx 0 ™ 5,000 5,000 

B u i l d i n g s xxx 0 71 0 0 

Packer xxx 0 72 8,000 8,000 

Miscellaneous Equipment ( f i t t i n g s , e t c . ) 73 1,600 1B5 4,500 6,100 

TOTAL TANGIBLES 36,000 161,000 197,000 

I n s t a l l a t i o n of Tubing xxx 0 54 0 0 

I n s t a l l a t i o n of Pumping Unit 4 Prime Mover xxx 0 56 0 0 

I n s t a l l a t i o n of Tanks xxx 0 61 1,000 1,000 

I n s t a l l a t i o n of Dehydrator xxx 0 64 0 0 

I n s t a l l a t i o n of Heater Treater or Gun B a r r e l xxx 0 65 2,000 2,000 

I n s t a l l a i o n o f Separator/FHKO xxx 0 66 0 0 

I n s t a l l a t i o n o f Flowline xxx 0 68 2,000 2,000 

I n s t a l l a t i o n of Miscellaneous Equipment 73 0 185 5,000 5,000 

TOTAL INTANGIBLE INSTALLATION COSTS 0 10,000 10,000 

Est. 5280' gas sales l i n e 448,000* 313,000 85,000 398,000 

36,000 161,000 197,000 

0 10,000 10,000 

TOTAL HELL COST COMPLETED 1 34 9,000 256,000 60S,000 

Prepared by: ̂  ^ ^ > ^ W 0 a t e / -

Approved by: 
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RIO PECOS CORPORATION 
110 WEST LOUISIANA. SUITE 210 

MIDLAND. TEXAS 79701 

(915) 687-0127 

-LAND- -GEOLOGY-

ROGER T. ELLIOTT MARK 0. WILSON 

February 6 , 1990 TODOM. WILSON 
HEATHER WILSON ECHOLS 

TO: WORKING INTEREST OWNERS (Addressee L i s t A t t ached ) 

RE: Red Lake Prospect #6097 
'Trigg 28 Federal #1 
W/2 of Sect ion 28 , T - 1 8 - S , R-27-E, 
Eddy County, New Mexico 

EXPL. & DEVEL, 
Gentlemen: 

As you are aware, Mark D. Wilson o r i g i n a l l y formed the Rio Pecos Working 
I n t e r e s t Uni t which i s s u b j e c t t o the Model Form Opera t i ng Agreement-1956 dated 
A p r i l 26, 1976. The o p e r a t o r f o r the Rio Pecos W. I . U. i s Yates Petroleum Corpo
r a t i o n . 

P a c i f i c En te rp r i ses O i l Company (USA) has approached Mark Wilson rega rd ing 
t h e i r des i re to cause a Morrow t e s t t o be d r i l l e d i n t he SE/4 NW/4 o f Sect ion 2 8 , 
w i t h the W/2 of Sect ion 28 des ignated as the p r o r a t i o n u n i t ded ica ted t o Pennsy l 
vanian gas p roduc t i on . Th i s p r o r a t i o n u n i t would i n c l u d e o n e - h a l f u n i t acreage 
and one-hal f non-un i t acreage. P a c i f i c p r e f e r s to e n t e r i n t o a new ope ra t i ng 
agreement (1982) cover ing the W/2 of Sec t ion 28 , which would supersede our A p r i l 
26, 1976, agreement cove r i ng the SW/4 of Sec t ion 28 o n l y . We concur w i t h t h i s 
request . 

Mark D. Wilson has been i n touch w i t h Yates Pet ro leum Corpora t ion and i t s 
a f f i l i a t e s regarding P a c i f i c ' s p r o p o s a l , and the Yates group has agreed t o p a r t i 
c i p a t e w i t h t h e i r 16.800175% work ing i n t e r e s t and a l l o w P a c i f i c t o operate the 
proposed W/2 p r o r a t i o n u n i t . Mark Wilson i s p a r t i c i p a t i n g w i t h h i s 2.35505% 
work ing i n t e r e s t . 

We recommend a l l the p a r t i e s s u b j e c t to the Rio Pecos Working I n t e r e s t U n i t 
agree to e i t h e r p a r t i c i p a t e o r farmout s u b j e c t t o the terms o f the P a c i f i c l e t t e r 
dated February 1 , 1990. P a c i f i c would l i k e to d r i l l t h i s w e l l as soon as p o s s i b l e , 
so your prompt a t t e n t i o n t o t h i s proposal w i l l be g r e a t l y a p p r e c i a t e d . 

Thank you f o r your c o o p e r a t i o n . 

RTE/sh 
Attachment 

FE9 0 7 1990 
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ADDRESSEE LIST 

RED LAKE PROSPECT 
EDDY COUNTY, NEW MEXICO 

Yates Petroleum Corporation 
Myco Industries, Inc. 
Abo Petroleum Corporation 
Yates D r i l l i n g Company 
105 South 4th Street 
Artesia, NM 88210 

Attn: Mrs. Kathy Porter 

Read and Stevens, Inc. 
P. 0. Box 1518 
Roswell, NM 88202 

Attn: Mr. Joel M. Wigley 

Amoco Production Company 
P. 0. Box 3092 
Houston, TX 77253 

Attn: Mr. Houston Kauffman 

DeKalb Energy Company 
110-16th Street, Suite 1000 
Denver, CO 80202 

Attn: Mr. Keith C. Ranum 

Mr. Paul Slayton 
Featherstone Development Corp. 
P. 0. Box 2035 
Roswell, NM 88202 

Mr. Mark D. Wilson 
110 W. Louisiana, Suite 210 
Midland, TX 79701 

Attn: Mr. Roger T. E l l i o t t 

Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, CO '80202 

Attn:: Mr. L. D. L i l l o 

Great Western Drilling Company 
P. 0. Box 1659 
Midland, TX 79702 

Attn: Mr. P. L. Shanahan 

Exxon Company, U.S.A. 
P. 0. Box 1600 
Midland, TX 79702-1600 

Attn: Mr. Joe B. Thomas 

Anna R. Alford 
P. 0. Box 489 
McComb, Mississippi 39648 

J. Hiram Moore, Betty Jane Moore, 
Michael H. Moore, Trustees 

404 Blanks Building 
Midland, TX 79701 

Davoil, Inc. 
Suite 509 
Ridglea Bank Building 
Fort Worth, TX 76116 

Attn: Mr. Jerry Brannon 

Pacific Enterprises Oil 
Company (USA) 

P. 0. Box 3083 
Midland, TX 79702 

Attn: Mr. John Lodge 



PACIFIC ENTERPRISES OILCOMFWNY (USA) 

February 26, 1990 SOUTHWEST REGION 

To: WORKING INTEREST OWNERS 
Address L i s t Attached 

200 N loraine. #400 
P O Box 3083 
Midland TX 79702 3083 
(915)684 3861 
(915) 684 6426 (Fax) 

RE: Red Lake Prospect #6097 
TRIGG 28 Federal #1 
West H a l f of Section 28 
T-18-S, R-27-E 
Eddy County, New Mexico 

Gentlemen: 

P a c i f i c Enterprises O i l Company (USA) has acquired a farmout 
co v e r i n g t h e NW/4 o f the referenced Section 28 and hereby proposes 
the d r i l l i n g o f an 10,000 f o o t Morrow w e l l t o be l o c a t e d 
approximately 2030' FNL and 1980** FWL o f s a i d Section 28, T-18-S, 
R-27-E, Eddy County, New Mexico. The d r i l l i n g and spacing u n i t f o r 
s a i d w e l l w i l l be the West h a l f o f s a i d Section 28. The d r i l l i n g 
and t e s t i n g costs f o r the w e l l are estimated t o be $349,000 w i t h 
t o t a l completed costs being $605,000. 

I f you e l e c t t o p a r t i c i p a t e i n the d r i l l i n g of t h e proposed 
w e l l , please so i n d i c a t e by s i g n i n g both o f the enclosed A u t h o r i t y 
For Expenditures and r e t u r n i n g one (1) o r i g i n a l t o the a t t e n t i o n of 
the undersigned. Upon r e c e i p t o f your executed A u t h o r i t y For 
Expenditure, an Operating Agreement governing operations of the 
w e l l w i l l be submitted f o r your review. 

I n the event you do not wish t o p a r t i c i p a t e i n the d r i l l i n g of 
s a i d w e l l , P a c i f i c requests a farmout o f your acreage i n the 
proposed d r i l l i n g u n i t d e l i v e r i n g a 75% net revenue i n t e r e s t before 
payout w i t h the o p t i o n t o convert your o v e r r i d i n g r o y a l t y i n t e r e s t 
t o a 25% working i n t e r e s t a f t e r payout. I f you e l e c t t o farmout 
your i n t e r e s t , a formal Farmout Agreement w i l l be submitted f o r 
your review. 

P a c i f i c i s i n t e r e s t e d i n spudding t h i s w e l l as soon as 
p o s s i b l e and t h e r e f o r e requests your v o l u n t a r y cooperation i n 
accomplishing same t o avoid a Compulsory Pooling Hearing. 

Should you have any questions or problems, please do not 
h e s i t a t e t o contact me. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY (USA) 

Landman 

MCC/dsr 



WORKING INTEREST OWNERS 
ADDRESS LIST 

Featherstone Development Company 
1717 West Second S t r e e t 
Roswell, NM 88201 
ATTN: Mr- Joe Featherstone 

Yates Employees 87 Ltd. 
105 South Fourth S t r e e t 
A r t e s i a , NM 88210 

Rottman 1984 Family Trust 
12100 W i l s h i r e Blvd. 
Los Angeles, CA 90025 

James L. A l f o r d , J r . 
Post O f f i c e Box 489 
McComb, MS 39648 

David K. Henderson 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 

Marion R i l e y 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 

John C. Makey, J r . 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM- 88201 

Westway Petro, 
a Texas J o i n t Venture 
500 North Akard S t r e e t 
LB #70 
Da l l a s , TX 75201 

Raymond R. T r o l l i n g e r , J r . 
and Sharon S. T r o l l i n g e r 
2915 LBJ Freeway, S u i t e 161 
Da l l a s , TX 75234 

Thomas M. B e a l l 
Post O f f i c e Box 3098 
Midland, TX 79702 

Randall R. F o r t 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 

J o e l M. Wigley 
c/o Read & Stevens, I n c . 
Post O f f i c e Box 1518 
Roswell, NM 88201 

W i l l i a m A. Bradshaw, I I I 
c/o Read & Stevens, I n c . 
Post O f f i c e Box 1518 
Roswell, NM 88201 

Lucy Marie Brown 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 



l / f o b f - o a r y / l ^ O 

P A C I F I C e N T f R P f l l S e S O I L C O . ( U S A I 

O R t L L I N C * C O M P L E T I O N O C T A I L E O C O S T C S T I M A T C 

P o o s p o c t : R o d L » K e F i e l d R o d L « k « H o r r o w 

I O O 28 L o < j a l O o s c r i p t i o o T - 1 6 - S , R - 2 7 - f J 

C o u n l y C d d y f, < ^ 1 <- NM C r o j M s o d O o p < t i 10 . 0 0 0 ' 

0<> j o c t i v<i f o o « > ( i o n M o r r o w A f t N o . T«r« - j> H . I . 

CATTGORY N O . O R I L L « T C S I N O . C O M P L C T I O N I OT AL 

S u r v e y - S i a k « t L o c a t i o n 1 7 0 0 K K K 0 7 0 0 

P o m l i s t H e a r i n g s z eoo 6 3 0 eoo 

8 u i l d i r * g Road, brxdo**x* canals 3 5 , 0 0 0 6 4 0 S . 0 0 0 

B u i l d i o g l o c * t i o o t P i t * i o , o o o O S z ,ooo 1 2 , 0 0 0 

I o s « u o a r v c « t t ( f o r T e r r a o n l y ) s 3 . 1 0 0 6 6 o 3 . 1 0 0 

M o v « a i n — R i g < j p — R I Q d o v * n - M o v « o u t 0 <J7 0 0 

Rat Hol« 7 0 X X X 0 0 

F o o t a g o C o n t r a c t 1 0 , 0 0 0 * 3 « I S . 5 / f t e 1 S 5 . 0 0 0 K X X 0 I S S . 0 0 0 

O a y w o r k c o n t r a c t < * / Z - d a y s 3 * 3 , ? 0 0 / d a y "? 1 5 , 6 0 0 6 6 7 , 6 0 0 2 3 . 4 0 0 

T u m k o y A g r o o m c n t 1 0 0 9 0 0 0 

R i g < o r C o t n p l o t i o n $ l < i 0 0 / d a y x 6 d a y s X X X 0 1 0 1 1 1 , 2 0 0 1 1 . 2 0 0 

O r i 1 1 B i i s 1 2 0 1 0 2 5 0 0 S O O 

R e n t a l G q u i j v » o n t 1J 5 , 0 0 0 1 0 3 3 , S 0 0 6 , S 0 0 

f i s h i r v g T o o l s 4 S e r v i c e I A 0 1 0 < i 0 0 

C o < n p - a r t y L a J r o r I S 0 1 0 7 1 , 4 0 0 1 . 4 0 0 

A u t o A T r a v o 1 1 6 0 1 0 8 4 0 0 4 0 0 

C o n t r a c t L a b o r 1 7 1 0 , 4 0 0 1 1 3 1 2 , 0 0 0 2 7 . 4 0 0 

T r u c k i n g , H a t / 1 z r v ^ , S o r v i c o E q u i p m o o f 18 3 , 0 0 0 1 1 4 3 , 5 0 0 6 , S O O 

P o w e r £ f u e l 0 11S 0 0 

H a t e r 2 0 6 , 5 0 0 1 1 6 1 , 5 0 0 1 0 . 0 0 0 

r k / d 4 C t > c * - i i c * K 2 1 J 5 , 0 0 0 1 1 7 2 . 0 0 0 1 7 , 0 0 0 

O r i 1 ] P j p < : , C A S i r * g , R o d I n s p e c t i o n 3 7 z .ooo 1 7 5 J , 0 0 0 5 ,ooc 

T o r m o t i o n T o s t i r * g < j r > c l Z O S f 1 2 3 1 ?,000 K K K 0 1 7 . 0 0 0 

C o r i< v g f ( 0 f < ; o r o 3 £ / f t 7 4 0 K X X 0 0 

f"Vj<J t, o c j g i r%g 2 S n. ?oo X K K 0 6 . 7 0 0 

L o g s 2 6 1 6 . 0 0 0 1 7 6 4 , 0 0 0 7 0 . 0 0 0 

r c ^ w r a l u r e ; S u r v e y 7 7 0 1 4 0 0 0 

Oo<(<vn Hole Pressure Xc:^i 7 (1 0 14 -9 J . 5 0 0 3 . S 0 0 

0 l r c r . t j o n * J S e r v i c < ! S 7<) 0 1 5 7 0 0 

f f * g i rvr»*M i « v j , C e o l o g i c a l , C o o ( i J »y * i I I f l 0 1 5 5 0 0 

C*n ( y , C < x v i r K : t o r o r 5 u r f C SO < 1<>c 1 f l o a t r ( f 1 3 1 4 . 0 0 0 K K K 0 < . 0 0 0 

C**' t <J , J «»t o « *n o r P c o d ( < j f w i r l f 1 O A t J i (> 1 5 ? 1 , 0 0 0 1 5 ' . 1 4 . 0 0 0 ? . 0 0 0 

! i o * # e e . y « i J « J ( I * 5 '. o 1 5 " . O o 

P r r f o r S I > r > o ( i « v q 5 ' . 0 1 5 0 5 . 5 0 0 1 . 5 0 0 

f r >.,... 0 1 5 7 4 . 0 0 0 <-. ono 

r~.-.< , V . 11 J ' . ' 1 O o 

i < <<• y 1 / ft . o o o 1 ' . N 0 1 . 0 0 0 

*.<l o 1 (1 <1 

5 . S O O ) l.i. o 5 . S O O 

0 i ^ t « j <: { f > < | ) r < n ^ 4 0 ! . 5 0 ( 1 1 7 7 7 , 0 0 0 " . soo 

4 ) 7 0 0 1 7 7 7 0 0 <.oo 

O 1 " \ (1 <> 
1 0 . 5 0 0 1 5 . 0 0 0 1 5 . 5 0 0 

TOTAI imAfocinirs S I S , 0 0 0 a s , 0 0 0 j«.e .ooo 



l/f~obruary/1990 x 

PACiriC ENTERPRISES OIL CO. < USA I 

ORILLINC * COMPLETION DETAILED COST ESTIMATE 

CATEGORY NO- DRILL I TEST NO. COMPLETION 

TOTAL 

Surface Casing 

550' of 13-3/0" OO H-40 48«/ft., 

O r d , S T « C 3 2 0 . 5 5 / f t . SO 7 . 7 0 0 K K X O 7 . 7 0 0 

I ( i t o r m n d l a Lo C a s i n g 

2 0 0 0 * o f 8 - S / O " O O , 3 2 * / f t . . O r d 

STIC 3 S 1 1 . 8 J / H . 5 1 2 3 . 7 0 0 x x x 0 2 3 . 7 0 0 

P r o d u c t i o n C a s i r x j , 

10,000" 5-1/2" O0, 1 7 t / f t , N-80 3 »8.2S/ft. KXX 0 S2 02,500 67,500 

L i n e r 

f t o f ~ O0, I / f l 3 * / f t KXX 0 S3 0 0 

T u b i n g 

•9,500' o t 2-3/8" 0 0 , N-80, 4 . 7 I / f t , 

8 r d , EUE 3 S 3 . 0 8 / f t KXX 0 S4 30,000 30,000 

Xmas T r e e * T u b i n g Head Comport* 0* 5 55 3,500 182 12,000 15.500 

Pumping U n i t o r Prima Mover KXX 0 56 0 0 

P r o d u c t i o n P l a t f o r m - Mat. t Labor KXX 0 58 0 0 

Rods XXX 0 59 0 0 

S u b s u r f a c e PUTT^J XXX 0 60 0 0 

Tanks XXX 0 61 6 ,000 6 ,000 

C i r c u l a t i n g Pump XXX 0 63 0 0 

OeKydra t o r XXX 0 64 0 0 

H e a t e r T r e a t e r o r Gur"»barrcl ( S t a k p a c ) x x x 0 65 12,000 17.000 

Sopara ( o r / F W O x x x 0 66 0 0 

E l o w l i n o t C o n n e c t i o n SOO" f t o f 2" 00 fG 

L i n c p i p e 3 S 2 / f t x x x 0 68 l.ooo 1 ,000 

M e t e r , M e t e r Run t C o n n e c t i o n s KXX 0 70 5,000 5 ,000 

B u i l d i n g s x x x 0 71 0 0 

Pac k e r x x x 0 72 0 ,000 8 .000 

M i s c e l l a n e o u s t o u i p m o n t ( f i t t i n g s , e t c . 1 73 1 r 6 0 0 185 4 , SCO <,, :oo 

TOTAL TANGIBLES 36 ,000 161,000 i s ; _ j 0oo 

I n s t a l l a t i o n o f T u r i n g x x x 0 54 0 0 

I n s t a l l a t i o n o f Punning U n i t t Prime Mover x x x 0 56 0 0 

I n s t a l l a t i o n o f Tar*ks x x x 0 61 1 ,000 1 .000 

I n s t a l l a t i o n o f O e b y d r a t o r x x x 0 64 0 0 

I n s t a l l a t i o n o f l l c a t c r T r e a t e r o r Gun B a r r e l x x x 0 6 5 ? ,000 7 .000 

I n s t a l l a i o n o f Separator/FHKO x x x 0 66 0 0 

I n s t a l l a t i o n o f T l o w l i n e XXK 0 68 7 ,000 2 .000 

I n s t a l l a t i o n o f M l s e e 1 1 arveous fpui(>*nenf 75 0 ins 5 ,000 5 .000 

TOTAL INTANGIBLE INSTALLATION COSTS 0 10,000 ] 0.000 

C s t . 5700' gas salo-. 1 i>«? 448.000' 3 11,000 IV, ,000 \^ r : .ooo 

34,OOO 1 <. 1 , ooo ,«•.". OOO 

0 10,000 ) " . 0011 

TOTAL HLLL COST COndfTCO 

Pi<iparo<i by: ' 

54") ,0 00 

A p p r o v e d b y : / J /<. 

FEATHERSTONE DEVELOPMENT COMPANY 

Approved: 

Name: 

Title: 

Oate 7 ' ~ 

754,000 •'.;•« .ooo 

Oate: 
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INC. 

Mail Address: P.O. Box 122269 • Fort Worth, Texas 76121-2269 • Tel: 817-737-6678 

February 21, 1990 FEB 2 3 1990 

M. Craig Clark 
P a c i f i c E n terprises O i l Company (USA) 
P. O. Box 3083 
Midland, Texas 79702-3083 

EXPL & DEVEL 

RE: Red Lake p r o s p e c t #6097 
TRIGG 28 F e d e r a l #1 W e l l 
W/2 , Sec. 28 , T-18S , R-27E 
Eddy County, New Mexico 

Dear Mr. Clark: 

I n response t o your l e t t e r and AFE dated February 1, 1990, 

t o the referenced p r o p e r t y , we wish t o express our 

dec i s i o n t o p a r t i c i p a t e i n the d r i l l i n g of the TRIGG 28 

Federal #1 Well, but o n l y upon r e c e i p t of a mutually 

agreeable o p e r a t i n g agreement covering same p r o p e r t y . 

Once t h i s o p e r a t i n g agreement i s approved, executed 

copies of agreement and AFE w i l l be re t u r n e d t o you. 

Yours t r u l y . 

THOMAS A. KNAPIK 
President 

TAK:dls 

Office: Suite 1208 Ridglea Bank Bldg., Fort Worth, Texas 76116-5738, Telex 820213. 
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PACIFIC ENTERPRISES OIL COMPANY (USA) 

March 15, 1990 
SOUTHWEST REGION 

200 N. Loraine, #400 
PO. Box 3083 
Midland TX 79702-3083 
(915) 684-3861 
(915) 684-6426 (Fax) 

Mr. Mike Burch 
Yates Petroleum Company 
105 South Fourth 
Artesia, New Mexico 88210 

RE: Red Lake Prospect #6097 

T r i g g 28 Federal Com #1 Well 
Eddy County, New Mexico 

Dear Mr. Burch: 

Pursuant t o our telephone conversation of t h i s date, enclosed 
please f i n d a r e v i s e d A u t h o r i t y For Expenditure i n d i c a t i n g Yates 
Petroleum Corporation, e t a l ' s c o r r e c t i n t e r e s t . 

Also, as discussed, please advise i f you would be interested 
in purchasing the i n t e r e s t of Dekalb i n the subject w e l l . 

Should you have any questions, please l e t me know. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY (USA) 

M. Craig Clark 
Landman 

MCC/dsr 

Enclosure 



PACIFIC ENTERPRISES OIL COMPANY (USA) 

AUTHORITY FOR EXPENDITURE 

SOUTHWEST REGION 

200 N. Loraine. #400 

P.O. Box 3083 

Midland TX 79702-3083 

(915)684-3861 

(915) 684-6426 (Fax) 

DIVISION: Permian Basin E x p l o r a t i o n Team DATE: 3-15-90 

DEPARTMENT: E x p l o r a t i o n and Development Midland, Texas 

WELL NAME: TRIGG 28 Federal #1 

LOCATION: 1980' FNL and 1980' FWL o f Section 28, T-18-S, R-27-E 
Eddy County, New Mexico 

D r i l l and Test Cost $349,000-00 
Completion $256,000.00 

TOTAL $605,000.00 

JUSTIFICATON: 

Proposed 10,000' w e l l t o t e s t t h e Morrow Formation. 
See attached d e t a i l e d D r i l l i n g and Completion Cost Estimate. 

PARTICIPANTS WORKING COST GROSS AFE AMOUNT 
INTEREST $605,000 

P a c i f i c E n t e r p r i s e s 50.00000% $302,500 
O i l Company (USA) 

Yates Petroleum Corp. 9.744720% $ 58,956 

Bo n n e v i l l e Fuels 8.730325% $ 52,818 

Great Western D r i l l i n g 6.750410% $ 40,840 
Co. 

Read & Stevens, Inc. 5.352200% $ 32,381 

James L. A l f o r d , J r . 1.695200% $ 10,256 

Dekalb, I n c . 0.559400% $ 3,384 

J. Hiram Moore, Betty 
Jane Moore, Michael 
Harrison Moore, Trustees 0.254300% $ 1,539 
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PARTICIPANTS 

F e a t h e r s t o n e Development 
C o r p o r a t i o n 

Myco I n d u s t r i e s , I n c . 

ABO Pet r o l e u m Corp. 

Yates D r i l l i n g Company 

D a v o i l I n c . 

Mark D. W i l s o n 

Yates Employees 87 L t d . 

WORKING 
INTEREST 

0.050850% 

3.539595% 

3.539595% 

3.539595% 

3.719240% 

2.355050% 

0.169520% 

COST 

$ 307 

$ 21,415 

$ 21,415 

$ 21,415 

$ 22,501 

$ 14,248 

$ 1,025 

100.0000% $605,000 

APPROVED DISAPPROVED 

REPRESENTATIVE 

YATES PETROLEUM CORPORATION 
COMPANY 

DATE 

APPROVED DISAPPROVED 

REPRESENTATIVE 

ABO PETROLEUM CORPORATION 
COMPANY 

DATE 

APPROVED DISAPPROVED 

REPRESENTATIVE 

MYCO INDUSTRIES , INC. 
COMPANY 

DATE 

APPROVED DISAPPROVED 

REPRESENTATIVE 

YATES DRILLING COMPANY 
COMPANY 

DATE 

APPROVED DISAPPROVED 

REPRESENTATIVE 

YATE8 EMPLOYEES '87 LTD. 
COMPANY 

DATE 



l/February/1990 

PACIFIC ENTERPRISES OIL CO. IUSA I 

DRILLING « COMPLETION DETAILED COST ESTIMATE 

Prospect: Red Laka Fiald Rod Lake Morrow 

Hall Location W/2 Section 28 Legal Description T-18-S, R-27-E 

County Eddy State NM Proposed Depth 10,000' 

Objective Formation Morrow AFE No. Terra H.I. 

CATEGORY NO . ORILL * TEST NO. COMPLETION TOTAL 

Survey - Stake Location 1 700 xxx 0 700 

Permits t Hearings 2 800 83 0 800 

Building Road, bridges, canals 3 5,000 84 0 5,000 

Building Location i P i t s 4 10,000 85 2,000 12,000 

Insurance < for Terra only 1 5 3,100 86 0 3,100 

Move in - Rig up - Rig down - hove out 6 0 87 0 0 

Rat Hole 7 0 xxx 0 0 

Footage Contract 10,000' S> $15.5/ft 6 155,000 XXX 0 155,000 

Oay work contract 4/2 days 3 $3>900/day 9 15,600 88 7,800 23,400 

Turnkey Agreement 10 0 90 0 0 

Rig for Completion $1400/day x 8 days xxx 0 101 11,200 11,200 

D r i l l B i t s 12 0 102 500 500 

Rental Equipment 13 5,000 103 3,500 8,500 

F i s h i n g Tools t Service 14 0 104 0 0 

Company Labor 15 0 107 1,400 1,400 

Auto S Travel 16 0 108 400 400 

Contract Labor 17 10,400 113 12,000 22,400 

Trucking, Hauling, Service Equipment 18 3,000 114 3,500 6,500 

Power t Fuel 19 0 115 0 0 

Hater 20 8,500 116 1,500 10,000 

Mud t Chemicals 21 15,000 117 2,000 17,000 

O r i l l Pipe, Casing, Rod I n s p e c t i o n 22 2,000 125 3,000 5,000 

Formation T e s t i n g ( i n c l 2 DST) 23 12,000 xxx 0 12,000 

Coring f t o f core 3 $ / f t 24 0 xxx 0 0 

Mud Logging 25 8,200 xxx 0 8,200 

Logs 26 16,000 126 4,000 20,000 

Temperature Survey 27 0 148 0 0 

Bottom Hole Pressure Test 28 0 149 3,500 3,500 

O i r e c t i o n a l Services 29 0 152 0 0 

Engineering, G e o l o g i c a l , Geophysical 30 0 153 0 0 

Cmtg, Conductor o r Surf Csg ( i n c l Float equip) 31 4,000 xxx 0 4,000 

Cmtg, Interm o r Prod Csg ( i n c l F loat equip) 32 9,000 154 14,000 23,000 

Squeeze Jobs 33 0 155 0 0 

Perf or Shooting 34 0 156 3,500 3,500 

Frac xxx 0 157 4,000 4,000 

Swabbing 36 0 158 0 0 

Plugging, i f dry 37 8,000 159 0 8,000 

Oamage Claims 38 0 165 0 0 

Cleaning Location 39 3 ,500 166 0 3,500 

D i s t r i c t Expense 40 7,500 172 2,000 9,500 

Communications 41 200 177 200 400 

Environmental t Safety Equipment 42 0 178 0 0 

Misc M a t e r i a l i Service (Contingency) 43 10,500 179 5,000 15,500 

TOTAL INTANGIBLES 313,000 85,000 398,000 



l/February/1990 

PACIFIC ENTERPRISES OIL CO. (USA) 

DRILLING « COMPLETION DETAILED COST ESTIMATE 

CATEGORY NO. 0RILL t TEST NO. COMPLETION 

TOTAL 

Surface Casing 

350" o f 13-3/8" 00 H-40 4 8 t / f t . , 

8 r d , ST«C 3 20. 3 5 / f t . 50 7,ZOO xxx 0 7,200 

In t e r m e d i a t e Casing 

2000" o f 8-5/8" 00, 3 2 # / f t . , 8rd 

ST«C 3 S11.83/ft. 51 23,700 xxx 0 23,700 

Production Casing 

10,000' 5-1/2" 00, 1 7 * / f t , N-80 3 * 8 . 2 5 / f t . xxx 0 52 82,500 82,500 

L i n e r 

f t o f " OD, t / f t 3 $ / f t xxx 0 53 0 0 

Tubing 

9,500' o f 2-3/8" 00, N-80, 4 . 7 ? / f t , 

8 r d , EUE 3 S3.06/ft xxx 0 54 30,000 30,000 

Xnas Tree i Tubing Head Components 55 3,500 182 12,000 15,500 

Pumping U n i t or Prime Mover xxx 0 56 0 0 

Produc t i o n P l a t f o r m - Mat. t Labor xxx 0 58 0 0 

Rods xxx 0 59 0 0 

Subsurface Pump xxx 0 60 0 0 

Tanks xxx 0 61 6,000 6,000 

C i r c u l a t i n g Pump xxx 0 63 0 0 

Dehydrator xxx 0 64 0 0 

Heater T r e a t e r o r Gunbarrel (Stakpac) xxx 0 65 12,000 12,000 

Separator/FHKO xxx 0 66 0 0 

Fl o w l i n e t Connection 500' f t o f 2" 00 FG 

Linepi p e 3 $ 2 / f t xxx 0 68 1,000 1,000 

Meter, Meter Run t Connections xxx 0 70 5,000 5,000 

B u i l d i n g s XXX 0 71 0 0 

Packer xxx 0 72 8,000 8,000 

Miscellaneous Equipment ( f i t t i n g s , e t c . ) 73 1,600 185 4,500 6,100 

TOTAL TANGIBLES 36,000 161,000 197,000 

I n s t a l l a t i o n o f Tubing xxx 0 54 0 0 

I n s t a l l a t i o n o f Pumping U n i t & Prime Mover xxx 0 56 0 0 

I n s t a l l a t i o n o f Tanks xxx 0 61 1,000 1,000 

I n s t a l l a t i o n o f Dehydrator xxx 0 64 0 0 

I n s t a l l a t i o n o f Heater Treater or Gun B a r r e l xxx 0 65 2,000 2,000 

I n s t a l l a i o n o f Separator/FHKO xxx 0 66 0 0 

I n s t a l l a t i o n o f F l o w l i n e xxx 0 68 2,000 2,000 

I n s t a l l a t i o n o f Miscellaneous Equipment 73 0 185 5,000 5,000 

TOTAL INTANGIBLE INSTALLATION COSTS 0 10,000 10,000 

Est. 5280' gas sales l i n e $48,000+ 313,000 85,000 398,000 

36,000 161,000 197,000 

0 10,000 10,000 

TOTAL HELL COST COMPLETED I 349,000 256,000 605,000 

Prepared by: 

Approved by: 

Oate / - 7 ^ 

Date 



March 15, 1990 

Pacific Enterprises Oil Company (USA) 
200 N. Lorraine, #400 
Midland, Texas 79702-3083 

Attention: Mr. John Lodge 

This will confirm that DEKALB agrees to farmout its interest on the basis 
described in your letter of February 1, 1990. 

Sincerely, 

DEKALB Energy Company 

RE: Red Lake Prospect #6097 
Trigg 28 Federal #1 
W/2 Section 28-18S-27E 
Eddy County, New Mexico 

Gentlemen: 

K. G. Ranum 
Land Department 

KGR/jas 

xc: M. Craig Clark 
Pacific. Enterprises Oil Company 
200 N. Lorraine, #400 
Midland, Texas 79702-3083 MAR 1 9 1990 

Mike Burch 
Yates Petroleum Corp. 
105 S. 4th Street 
Artesia, New Mexico 88210 

EXPL. & DEVEL 

DEKALB Energy Company 

1625 Broadway 

Denver, Colorado 80202 

(303) 592-4600 

FAX (303) 592-5901 
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PACIFIC ENTERPRISES OIL COMPANY (USA) UPS OVERNIGHT DELIVERY 

March 27, 1990 SOUTHWEST REGION 

200 N Loraine. #400 

P.O. Box 3083 

Midland TX 79702-3083 

(915)684-3861 

(915)684-6426 (Fax) 

Mr. Mike' Burch 
Yates Petroleum Company 
105 South Fourth 
Artesia, New Mexico 88210 

RE: Red Lake Prospect #6097 

T r i g g 28 Federal Com #1 Well 
Eddy County, New Mexico 

Dear Mr. Burch: 

Pursuant t o our telephone c o n v e r s a t i o n o f March 26, 1990, 
enclosed please f i n d a r e v i s e d A u t h o r i t y For Expenditure f o r Yates 
Petroleum Corporation and a copy o f t h e Supplemental D r i l l i n g T i t l e 
Opinion covering the referenced w e l l . 

As we discussed, t h i s new A u t h o r i t y For Expenditure r e f l e c t s 
Yates a c q u i r i n g Exxon's i n t e r e s t b u t not Amoco's i n t e r e s t . Should 
you have any questions or problems, please do not h e s i t a t e t o 
contact me. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 

M. C r a i g vxziark 
Landman 

MCC/dsr 

Enclosure 

r 



PACIFIC ENTERPRISES OIL COMPANY (USA) 

AUTHORITY FOR EXPENDITURE 

SOUTHWEST REGION 

200 N. Loraine. #400 
P.O. Box 3083 
Midland TX 79702-3083 
(915)684-3861 

(9! 5) 684-6426 (Fax) 

DIVISION: Permian Basin E x p l o r a t i o n Team DATE: 3-27-90 

DEPARTMENT: E x p l o r a t i o n and Development Midland, Texas 

WELL NAME: TRIGG 28 Federal #1 

LOCATION: 2030' FNL and 1980' FWL of S e c t i o n 28, T-18-S, R-27-E 
Eddy County, New Mexico 

D r i l l and Test Cost $349,000.00 
Completion $256,000.00 

TOTAL $605,000.00 

JUSTIFICATON: 

Proposed 10,000' w e l l t o t e s t the Morrow Formation. 
See attached d e t a i l e d D r i l l i n g and Completion Cost Estimate. 

PARTICIPANTS WORKING COST GROSS AFE AMOUNT 
INTEREST $605,000 

P a c i f i c E n t e r p r i s e s 52.25460% $316,140 
O i l Company (USA) 

Yates Petroleum Corp. 8.219040% $ 49,725 

Bonneville Fuels 8.730325% $ 52,818 

Great Western D r i l l i n g 6.750410% $ 40,840 
Co. 

Read & Stevens, Inc. 5.352200% $ 32,381 

James L. A l f o r d , J r . 1.695200% $ 10,256 

J. Hiram Moore, Betty 
Jane Moore, Michael 
Harrison Moore, Trustees 0.254300% $ 1,539 
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PARTICIPANTS WORKING COST 
INTEREST 

Featherstone Development 

Corporation 0.050850% $ 307 

Myco I n d u s t r i e s , I n c . 3.539595% $ 21,415 

ABO Petroleum Corp. 3.539595% $ 21,415 

Yates D r i l l i n g Company 3.539595% $ 21,415 

Davoil I n c . 3.719240% $ 22,501 

Mark D. Wilson 2.355050% $ 14,248 
100.0000% $605,000 

APPROVED DISAPPROVED 

REPRESENTATIVE 

YATES PETROLEUM CORPORATION 
COMPANY 

DATE 



- l/February/1990 
PACIFIC ENTERPRISES OIL CO. <OSAV 

ORILLING t COUPLE TT ON OETAILEO COST ESTIMATE 

Prospect: Red Lake Field Red Lake Morrow 

Hell Location W/2 Section 28 Legal Description T-16-S, R-27-E 

County Eddy Sta te NM Proposed Oepth 10,000* 

Objective Formation Morrow AFE No. Terra H.I. 

CATEGORY NO . ORILL * TEST NO. COMPLETION TOTAL 

Survey - Stake Location 1 700 xxx 0 700 

Permits ( Hearings 2 800 83 0 800 

Building Roed, bridges, canals 3 5, OOO 84 0 5,000 

Building Location t P i t s 4 10,000 85 2,000 12,000 

Insurance ( f o r Terra only 1 5 3,100 86 0 3,100 

Move i n - Rig up - Rig down - Move out 6 0 87 0 0 

Rat Hole 7 0 xxx 0 0 

Footage Contract 10,000' 3 U S . S / f t 8 155,000 XXX 0 155,000 

Day work contract 4/2 days 3 $3,900/day 9 15,600 88 7,800 23,400 

Turnkey Agreement 10 0 90 0 0 

Rig for Completion *1400/day x 8 days xxx 0 101 11,200 11,200 

Orill Bits 12 0 102 500 500 

Rental Equipment 13 5,000 103 3,500 8,500 

Fishing Tools C Service 14 0 104 0 0 

Coapany Labor 15 0 107 1,400 1,400 

Auto t Travel 16 0 108 400 400 

Contract Labor 17 10,400 113 12,000 22,400 

Trucking, Hauling, Service Equipment 18 3,000 114 3,500 6,500 

Power C Fuel 19 o 115 0 0 

Hater 20 8,500 116 1,500 10,000 

Mud t Chemicals 21 15,000 117 2,000 17,000 

O r i l l Pipe, Casing, Rod Inspection 22 2,000 125 3 ,000 5,000 

Formation Testing ( i n c l Z OST1 23 12,000 xxx 0 12,000 

Coring f t of core 3 t -• / f t 24 0 xxx 0 0 

Mud Logging 25 8,200 xxx 0 8,200 

Logs 26 16,000 126 4 ,000 20,000 

Temperature Survey 27 0 148 0 0 

Bottom Hole Pressure Test 28 0 149 3 ,500 3, SOO 

Oirectional Services 29 0 15Z 0 0 

Engineering, Geological, Geophysical 30 0 1S3 0 0 

Cmtg, Conductor or Surf Csg < i n c l Float equip 1 31 4 ,000 xxx 0 4 ,000 

Cmtg, Intei-m or Prod Csg ( i n c l Float equip 1 32 9,000 154 14,000 25,000 

Squeeze Jobs 33 0 155 0 0 

Perf or Sfxxjting 34 0 156 3 ,500 3.500 

Frac KXK 0 157 4 ,000 4 .000 

Sv<abb ing - 56 0 156 0 0 

Plugging, i f dry 37 n.ooo 159 0 e.ooo 
Oamaga Claims 10 0 K.5 0 0 

Cleaning Location 39 3 ,500 166 0 J.S00 

D i s t r i c t Expense 40 7,500 1/2 2 ,000 9.500 

Comrm^iica t ions 41 200 177 ZOO 400 

Environmental * Safety Equipment 42 0 178 0 0 

Misc Material * Service (Contingency) 43 10,500 1 79 5 ,000 IS.500 

TOTAL INTANGIBLES 85,000 598.000 



l/February/1990 
PACIFIC ENTERPRISES OIL CO. <Us( 

"DRILLING ( COMPLETION DETAILED COST ESTIMATE 
CATEGORY NO. ORILL * TEST NO. COMPLETION 

TOTAL 

Surface Casing 

350* of 13-3/6" OO H-40 4 8 t / f t . . 

8rd, STIC 3 20.35/ft. 50 7,200 xxx 0 7,200 

Intermediate Casing 

2000* of 8-5/8" OO. 3 2 f / f t . . 8rd 

STIC 3 «11.83/ft. S I 23,700 xxx 0 23,700 

Production Casing 

iotooo* s-i/z** oo, irt/ft, N-«O a *a.zs/ft. xxx 0 52 82,500 82,SOO 

Liner 

ft of - oo, t/ft a « /ft xxx 0 53 0 0 

Tubing 

9,500' of 2-3/8" 00, N-80, 4.7«/ft, 

8rd, EUE S «.08/ft JOCK 0 54 30,000 30,000 

Xjnas Tree t Tubing Head Components 55 3,500 182 12,000 IS,500 

Pumping Unit or Prime Mover xxx 0 56 0 0 

Production Platform - Mat. t Labor xxx 0 58 0 0 

Rods xxx 0 59 0 0 

Subsurface Pump xxx 0 60 0 0 

Tanks xxx 0 61 6,000 6,000 

C i r c u l a t i n g Punp xxx 0 63 0 0 

Dehydra tor xxx 0 64 0 0 

Heater Treater or Gunbarrel (Stakpac) xxx 0 65 12,000 12,000 

Separator/FHKO xxx 0 66 0 0 

Flowline t Connection 500* f t of 2" O0 FG 

Linepipe a SZ/ft xxx 0 68 1,000 1,000 

Meter, Meter Run < Connections KXX 0 70 5,000 5,000 

Buildings xxx 0 71 0 0 

Packer xxx 0 72 8,000 8,000 

Miscellaneous Ecjuipment ( f i t t i n g s , e t c . I 73 1,600 185 4,500 6 ,100 

TOTAL TANGIBLES 36,000 161,000 197.000 

I n s t a l l a t i o n o f Tubing xxx 0 54 0 0 

I n s t a l l a t i o n o f Punning U n i t 1 Prime Mover xxx 0 56 0 0 

I n s t a l l a t i o n o f Tanks xxx 0 61 1.000 1,000 

I n s t a l l a t i o n o f Oehydrator xxx 0 64 0 0 

I n s t a l l a t i o n o f tj/aater Treater or Gun B a r r e l xxx 0 65 2,000 2,000 

I n s t a l l a i o n o f Soparator/FHKO xxx 0 66 0 0 

I n s t a l l a t i o n o f F l o w l i n e xxx 0 68 2,000 2,000 

I n s t a l l a t i o n o f Miscellaneous Eo^iipment 73 0 185 5.000 S.OOO 

TOTAL INTANGIBLE INSTALLATION COSTS 0 10,000 10,000 

Est. 5280' gas sales l i n o S48,000< 313,000 8S.000 596,000 

56 ,000 161.000 197.000 

0 10,000 10,000 

TOTAL HELL COST COMPLETE0 ' 54 9,000 256,000 tos.ooo 

Prepared by 

Approved 

Date -

Oate 7///V-



M A R T I N Y A T E S . I l l 
1 9 t 2 - 1985 

F R A N K W. Y A T E S 
1936 - 1986 

PETROLEUM 
CORPORATION 

105 S O U T H F O U R T H S T R E E T 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S P Y A T E S 
C H A I R M A N o r T H E B O A R D 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G . P A T T E R S O N 
S E C R E T A R V 

D E N N I S G . K I N S E Y 
TREASURER 

March 30 , 1990 
APR 2 1990 

EXPL & DEVEL 
P a c i f i c E n t e r p r i s e s O i l Company (USA) 
P. O. Box 3083 
Midland, Texas 79702 

A t t e n t i o n : Craig Clark 

RE: T r i g g 28 Federal #1 
Township 18 South, Range 27 East, NMPM 
Section 28: W/2 
Eddy County, New Mexico 

Gentleiaen: 

Pursuant t o your l e t t e r dated March 27, 1990 requesting approval of a re v i s e d 
A u t h o r i t y For Expenditure covering Yates Petroleum Corporation's i n t e r e s t i n 
the above captioned w e l l , please f i n d enclosed executed AFE. 

Previous approved AFE's signed on be h a l f of Yates D r i l l i n g Company, Abo 
Petroleum Corporation, and Myco I n d u s t r i e s , I n c . , were forwared t o you under 
l e t t e r dated March 19, 1990. 

We request t h a t you drop Yates Petroleum Corporation, Yates D r i l l i n g Company, 
Abo Petroleum Corporation, and Myco I n d u s t r i e s , I n c . , from your compulsory 
p o o l i n g procedure on captioned w e l l . 

Thank you. 

Very t r u l y yours, 

YATES PETROLEUM CORPORATION 

Michael R. Burch 
Landman 

MRB:cp 

Enclosure 

xc: Karen Aubrey 
K e l l a h i n , K e l l a h i n & Aubrey 
P. O. Box 2265 
Santa Fe, New Mexico 87504 

xc: W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n 
P. O. Box 2088 
Santa Fe, New Mexico 87504 



PACIFIC ENTERPRISES OIL COMPANY (USA) 

AUTHORITY FOR EXPENDITURE 

SOUTHWEST REGION 

200 N Loraine, #400 

PO Box 3083 

Midland TX 79702-3083 

(915) 684-3861 

(915) 684-6426 (Fax) 

DIVISION: Permian Basin E x p l o r a t i o n Team DATE: 3-27-90 

DEPARTMENT: E x p l o r a t i o n and Development Midland, Texas 

WELL NAME: TRIGG 28 Federal #1 

LOCATION: 2030' FNL and 1980' FWL o f Section 28, T-18-S, R-27-E 
Eddy County, New Mexico 

D r i l l and Test Cost 
Completion 

$349,000.00 
$256.000.00 

TOTAL $605,000.00 

JUSTIFICATON: 

Proposed 10,000** w e l l t o t e s t the Morrow Formation. 
See attached d e t a i l e d D r i l l i n g and Completion Cost Estimate. 

PARTICIPANTS WORKING COST GROSS AFE AMOUNT 
INTEREST $605,000 

P a c i f i c E n t e r p r i s e s 52.25460% $316,140 
O i l Company (USA) 

Yates Petroleum Corp. 8.219040% $ 49,725 

Bonneville Fuels 8.730325% $ 52,818 

Great Western D r i l l i n g 6.750410% $ 40,840 
Co. 

Read & Stevens, Inc. 5.352200% $ 32,381 

James L. A l f o r d , J r . 1.695200% $ 10,256 

J. Hiram Moore, Betty 
Jane Moore, Michael 
Harrison Moore, Trustees 0.254300% $ 1,539 



PARTICIPANTS WORKING 
INTEREST 

COST 

F e a t h e r s t o n e Development 
C o r p o r a t i o n 0. 050850% $ 307 

Myco I n d u s t r i e s , I n c . 3.539595% $ 21, 415 

ABO Pe t r o l e u m Corp. 3 . 539595% S 21, 415 

Yates D r i l l i n g Company 3.539595% $ 21, 415 

D a v o i l I n c . 3.719240% $ 22, 501 

Mark D. W i l s o n 2.355050% $ 14, 248 

100.0000% $605, 000 

APPROVED* DioArrnovED 

REPRESENTATIVE/^ *' 

ẑ YATES PETROLEUM CORPORATION 
COMPANY 

DATE 



U N I T E D B A N K P L A Z A 

4 Q C N . P E N N . S U I T E l O O O 

C H A R L E S B . R E A D 

P R E S I D E N T 

P H O N E s o t , 6 2 

F A X : S O S 6 2 Z 

01̂ 1 JU JU~ mot ISSKCiSd l§® 
march 26, 1990 

MAR 2 7 1990 

P a c i f i c E n t e r p r i s e s O i l Company 
P.O. Box 3083 
Midland, TX 79702-3083 
A t t n : Craig Clark 

EXPL. & DEVEL 

RE: AFE 
Operating Agreement 
Signature Page 
Geological Requirements 
Sheet 
T r i g g 28 Federal #1 

Dear Mr. Clark: 

Enclosed please f i n d the s u b j e c t documents which have been 
executed by Charles B. Read on behalf of Read & Stevens, I n c . I f 
we can be of f u r t h e r assistance, please advise. 

S i n c e r e l y 

Theresia Arnold 



f ( 

Working I n t e r e s t Owners 
February 1, 1990 
Page 2 

PARTICIPANTS WORKING COST 
INTEREST 

Depco, I n c . 0.559400% $ 3,384 

J. Hiram Moore, B e t t y 
Jane Moore, M i c h a e l 
H a r r i s o n Moore, T r u s t e e s 0.254300% $ 1,539 

Paul S l a y t o n 0.050850% $ 307 

Myco I n d u s t r i e s , I n c . 3.539595% $ 21,415 

ABO Petro l e u m Corp. 3.539595% $ 21,415 

Yates D r i l l i n g Company 3.539595% $ 21,415 

D a v o i l I n c . 3.71924 0% $ 22,501 

Mark D. W i l s o n 2.355050% $ 14,248 

100.0000% $605,000 

APPROVED > C DISAPPROVED 

REPRESENTATIVE Charles B. Read, P res iden t \ 

Read & Stevens, I n c . 

COMPANY 

3-9-90 

DATE 



S. P. Y A T E S 
CHAIRMAN OF THE B O A R D 

MARTIN YATES. Ill W / / I T i T / / / f t d C T T f C i r i l C I I M JOHN A. YATES 
1912-1985 T i i J / / M / / /Ju i t I l " \ L I I — C U I l PRESIDENT 

FRANK W. YATES ^ ^ l / m / w m B ' P n R ' R X i r i N PEYTON YATES 

1936-1986 ^OtssBlKr 1— U I A *Li l \ r f ! I I U l l EXECUTIVE VICE PRESIDENT 

R A N D Y G. P A T T E R S O N 

1 0 5 S O U T H F O U R T H S T R E E T SECRETARV 
DENNIS G. K I N S E Y 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 TREASURER 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

March 19, 1990 Federa l Express M a i l 

P a c i f i c En te rp r i s e s O i l Company (USA) 
P. O. Box 3083 
Mid land , Texas 79702 

A t t e n t i o n : Cra ig C l a r k 

RE: T r i g g 28 Federa l #1 
Township 18 South, Range 27 East , NMPM 
Sec t ion 28: W/2 

Gentlemen: 

Please f i n d enclosed copy o f an executed A u t h o r i t y For Expenditure signed on 
behalf of Yates Petroleum C o r p o r a t i o n , Yates D r i l l i n g Company, Abo Petroleum 
Corporation, Myco I n d u s t r i e s , I n c . , and Yates Employees '87 L t d . , covering the 
above captioned w e l l . We request t h a t you remove Yates Petroleum Corporation, 
e t a l from your compulsory p o o l i n g l i s t scheduled f o r March 21, 1990. 

I f you have any questions, please c a l l . 

Thank you. 

Very t r u l y yours, 

YATES PETROLEUM CORPORATION 

Michael R. Burch 
Landman 

MRB:cp 

Enclosure 

xc: W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n 

p. o. BOX 2088 MAR 2 0 1990 
Santa Fe, New Mexico 87504 

EXPL & DEVEL. 



PACIFIC ENTERPRISES OIL COMPANY (USA) 
SOUTHWEST REGION 

200 N Loraine. #400 

P O. Box 3083 

Midland TX 79702-3083 

(915) 684-3861 

AUTHORITY FOR EXPENDITURE (915)684-6426 (Fax) 

DIVISION: Permian Basin E x p l o r a t i o n Team DATE: 3-15-90 

DEPARTMENT: E x p l o r a t i o n and Development Midland, Texas 

WELL NAME: TRIGG 28 Federal #1 

LOCATION: 1980' FNL and 1980' FWL o f Section 28, T-18-S, R-27-E 
Eddy County, New Mexico 

D r i l l and Test Cost 
Completion 

TOTAL $605,000.00 

$349,000.00 
$256,000.00 

JUSTIFICATON: 

Proposed 10,000*" w e l l t o t e s t the Morrow Formation. 
See attached d e t a i l e d D r i l l i n g and Completion Cost Estimate. 

PARTICIPANTS WORKING COST GROSS AFE AMOUNT 
INTEREST $605,000 

P a c i f i c E n t e r p r i s e s 50.00000% $302,500 
O i l Company (USA) 

Yates Petroleum Corp. 9.744720% $ 58,956 

Bo n n e v i l l e Fuels 8.730325% $ 52,818 

Great Western D r i l l i n g 6.750410% $ 40,840 
Co. 

Read & Stevens, Inc. 5.352200% $ 32,381 

James L. A l f o r d , J r . 1.695200% $ 10,256 

Dekalb, Inc. 0.559400% $ 3,384 

J. Hiram Moore, Betty 
Jane Moore, Michael 
Harrison Moore, Trustees 0.254300% $ 1,539 



( 

PARTICIPANTS WORKING 
INTEREST 

COST 

Featherstone Development 
Corporation 0.050850% $ 307 

Myco I n d u s t r i e s , I nc. 3.539595% $ 21, 415 

ABO Petroleum Corp. 3.539595% $ 21, 415 

Yates D r i l l i n g Company 3.539595% $ 21, 415 

Davoil I n c . 3.719240% $ 22, 501 

Mark D. Wilson 2.355050% $ 14, 248 

Yates Employees 87 L t d . 0.169520% $ 1, 025 

100.0000% $605, 000 

DIDAPrROVBD 

YATES PETROLEUM CORPORATION »,fr 
COMPANY 

DATE 

APPROVED DIOArrROVED 

COMPANY 

DATE 

APPROVED;/ 

/ 1 / 

DISAPPROVED 

; /7 
REPRESENTATIVE 

ABO PETROLEUM CORPORATION 
COMPANY 

DATE 

DIOAPrROVED 

RTjrPRESBNTATiyE 

YATES DRILLING COMPANY 

COMPANY 

DATE 

APPROVED/ DicArrnovED 

REPRErfEjn^T^VE 

YATES EMPLOYEES '87 LTD. 
COMPANY 

3-
DATE 



( 

Working I n t e r e s t Owners 
February 1, 1990 
Page 2 

PARTICIPANTS WORKING COST 
INTEREST 

Depco, Inc. 0.559400% $ 3,384 

J. Hiram Moore, Betty 
Jane Moore, Michael 

Harrison Moore, Trustees 0.254300% $ 1,539 

Paul Slayton 0.050850% $ 307 

Myco Industries, Inc. 3.539595% $ 21,415 

ABO Petroleum Corp. 3.539595% $ 21,415 

Yates D r i l l i n g Company 3.539595% $ 21,415 

Davoil Inc. 3.719240% $ 22,501 

Mark D. Wilson 2.355050% $ 14,248 
100.0000% $605,000 

APPROVED _ DISAPPROVED 

COMPANY 

DATE 7 



( ( 

Bonneville Fuels Corporation 
A Subsidiary of Bonneville Pacific Corporation 

March 7, 1990 

P a c i f i c E n t e r p r i s e s O i l Company (USA) 
P. 0. Box 3083 
Midland, TX 79702-3083 

MAR 12 1990 

A t t e n t i o n : Mr. M. Craig Clark 
EXPU. & DEVEC 

Re: T r i g g 28 Federal #1 Well 
SE/4NW/4 Sec. 28, T18S, R27E 
Eddy County, New Mexico 
Red Lake Prospect #6097 

Gentlemen: 

Enclosed i s a copy of your AFE dated 2/1/90 whereby Bonneville 
Fuels Corporation has e l e c t e d t o p a r t i c i p a t e f o r i t s 8.730325% 
i n t e r e s t i n the d r i l l i n g o f the captioned w e l l . 

I t i s understood t h a t the governing JOA i s being prepared by 
P a c i f i c E n terprises and w i l l c o n t a i n a Casing P o i n t E l e c t i o n 
P r o v i s i o n . 

Very t r u l y yours, 

BONNEVILLE FUELS CORPORATION 

L. D. L i l l o 
Senior Landman 

LDL/ds 
e n c l . i 
cc/Rio'Pecos Corporation 

A t t n : M. Mark D. Wilson 

16fX) Broadway Suite 1 ! 10/ Denver, Colorado K0202 / :«M-8(W-1555 / Facsimile .m'Wi.'MooH 



r 
Working I n t e r e s t Owners 
February 1, 199 0 
Page 2 

PARTICIPANTS WORKING COST 
INTEREST 

Depco, I n c . 0.559400% $ 3, 384 

J. Hiram Moore, B e t t y 
Jane Moore, M i c h a e l 
H a r r i s o n Moore, T r u s t e e s 0.254300% $ 1, 539 

Paul S l a y t o n 0.050850% $ 307 

Myco I n d u s t r i e s , I n c . 3.539595% $ 21 , 415 

ABO Pet r o l e u m Corp. 3.539595% $ 2 1 , 415 

Yates D r i l l i n g Company 3.539595% $ 2 1 , 415 

D a v o i l I n c . 3.719240% $ 22 , 501 

Mark D. W i l s o n 2.355050% S 14, 248 

100.0000% $605, 000 

B o n n e v i l l e Fuels Corpora t ion 
COMPANY 

March 7, 1990 
DATE 



( ( 

Working I n t e r e s t Owners 
February 1, 199 0 
Page 2 

PARTICIPANTS WORKING COST 
INTEREST 

Depco, Inc. 0.559400% $ 3,384 

J. Hiram Moore, Betty 
Jane Moore, Michael 

Harrison Moore, Trustees 0.254300% $ 1,539 

Paul Slayton 0.050850% $ 307 

Myco I n d u s t r i e s , I nc. 3.539595% $ 21,415 

ABO Petroleum Corp. 3.539595% $ 21,415 

Yates D r i l l i n g Company 3.539595% $ 21,415 

Davoil Inc. 3.719240% $ 22,501 

Mark D. Wilson 2.355050% $ 14,248 
100..0000% $605,000 

APPROVED / ̂"""̂ V̂  DISAPPROVED 

REPRESENTATIVE 

GREAT WESTERN DRILLING COMPANY 

COMPANY 

February 12, 1990 
DATE 



JAMES L. ALFORD, JR. 
POST OFFICE BOX 489 

MCCOMB, MISSISSIPPI 39648 
TELEPHONE (601) 684-1942 

MAR 61990 

£*P£ & DEVEIi 

March 2, 1990 

CERTIFIED MAIL P 132 580 672 
RETURN RECEIPT REQUESTED 

Mr. M. C r a i g C l a r k 
La ndman 
P a c i f i c E n t e r p r i s e s O i l Company (USA) 
Post O f f i c e Box 3083 
Midl a n d , Texas 79702-3083 

RE: Red Lake Prospect #6097 
TRIGG 28 Federal #1 
West Half of S e c t i o n 28 
T-1S-S, R-27-E 
Eddy County, New Mexico 

Dear Mr. C l a r k : 

Please f i n d enclosed one executed A u t h o r i t y f o r E x p e n d i t u r e . 

My f a t h e r s a i d t o remind you t o g i v e your f a t h e r h i s best 
r e g a r d s . Thank you. 

Yours v e r y t r u l y , 

J a mes L . A l f o r d , Jr 

J L A j r / b p 

e n c l o s u r e s 



1 / f o b r o a r y / 1 9 9 0 

P A C I F I C E N T E R P R I S E S O I L C O . <USA» 

OR I L U N G C COMPLETION DETAICEO COST ESTIMATE 

P r o s p e c t : Rod Lako F i « l d Rod l a k e Morrow 

H o i 1 L o c a t i o n W / 2 S e c t i o n 28 Legal D e s c r i p t i o n T - 1 8 - S , R - 2 7 - •E 

C o u n t y C d d y S t a t e NM P r o ( > o s o d O o p t h 1 0 , 0 0 0 " 

(H i j< i<: i i v o f o n n a i i o n M o r r o w ATE N o . T o r r a H . I . 

CATEGORY N O . O R I L L * T E S T N O . C O M P L E T I O N T O T A L 

S u r v e y - S t a k e L o c a t i o n 1 7 0 0 x x x 0 7 0 0 

P e r m i t s I H e a r i n g s 2 8 0 0 8 3 0 8 0 0 

B u i l d i n g R o a d , b r i d g e s , c a n a l s 3 S . 0 0 0 8 4 0 5 , 0 0 0 

B u i l d i n g L o c a t i o n t P i t s 4 1 0 , 0 0 0 8 5 2 , 0 0 0 1 2 . 0 0 0 

I n s u r a n c e I f o r T e r r a o n l y ) 5 3 , 1 0 0 8 6 O 3 , 1 0 0 

M o v e i n - R i g o p - R i g d o w n - M o v e o u t 6 0 8 7 0 0 

R a t H o l e 7 0 KXX 0 0 

F o o t a g e C o n t r a c t 1 0 , 0 0 0 ' 3 S 1 5 . 5 / f t 8 1 5 5 , 0 0 0 XXX 0 1 5 5 , 0 0 0 

D a y w o r k c o n t r a c t 4 / 2 d a y s 3 * 3 , 9 0 0 / d a y 9 1 5 , 6 0 0 8 8 7 , 8 0 0 2 3 , 4 0 0 

T u r n k e y A g r e e m e n t 1 0 0 9 0 0 0 

R i g f o r C o m p l e t i o n $ 1 4 0 0 / d a y x 8 d a y s x x x 0 1 0 1 1 1 , 2 0 0 1 1 . 2 0 0 

O r i l l B i t s 1 2 0 1 0 2 5 0 0 5 0 0 

R e n t a l E q u i p m e n t 1 3 5 , 0 0 0 1 0 3 3 , 5 0 0 8 , 5 0 0 

f i s h i n g T o o l s & S e r v i c e 1 4 0 1 0 4 0 0 

ConY>any L a b o r I S 0 1 0 7 1 , 4 0 0 1 , 4 0 0 

A u t o I T r a v e l 1 6 0 1 0 8 4 0 0 4 0 0 

C o n t r a c t L a b o r 1 7 1 0 , 4 0 0 1 1 3 1 2 , 0 0 0 2 2 . 4 0 0 

T r u c k i n g , H a u l i n g , S e r v i c e E q u i p m o n t 1 8 3 , 0 0 0 1 1 4 3 , 5 0 0 6 , 5 0 0 

P o w e r t f u e l 1 9 0 1 1 5 0 0 

H a t e r 2 0 8 , 5 0 0 1 1 6 1 , 5 0 0 1 0 , 0 0 0 

Mud I C f i t ^ m i c a l s 2 1 1 5 , 0 0 0 1 1 7 2 , 0 0 0 1 7 , 0 0 0 

D r i l l P i p e , C a s i n g , R o d I n s p e c t i o n 2 2 2 , 0 0 0 1 2 5 3 , 0 0 0 5 . 0 0 C 

f o r m a t i o n T e s t i n g ( i n c l 2 0 S T 1 2 3 1 2 , 0 0 0 x x x 0 1 2 . 0 0 0 

C o r i r x j f t o f c o r e 3 $ / f t 2 4 0 x x x 0 0 

Mud L o g g i n g 2 5 8 , 2 0 0 x x x 0 8 . 2 0 0 

L o g s 2 6 1 6 , 0 0 0 1 2 6 4 , 0 0 0 2 0 . 0 0 0 

T e m p e r a t u r e S u r v e y 2 7 0 1 4 8 0 0 

B o t t o m H o l e P r e s s u r e T e s t 2 0 0 1 4 9 3 , 5 0 0 3 . 5 0 0 

O i r e c t i o n a l S e r v i c e s 2 9 0 1 5 2 0 0 

f i > g l r v o c r i r x j , G e o l o g i c a l , Goo f>hys l o a ] 3 0 0 1 5 3 0 0 

C n t g , C o r x f * x M o r o r S u r f C s g ( i r v t l f l o a t e g w l p '' 31 4 , 0 0 0 x x x 0 4 , 0 0 0 

C f i i g , J n i o r t t i or- P r o d C s g ( l r » o l M o a t e q u i p 1 3 2 9 , 0 0 0 1 5 4 1 4 , 0 0 0 7 3 , 0 0 0 

V**? K*<*7*I Jol>s 3 3 0 1 5 5 0 0 

P c f i o r 5 J v o o ( i n q 34 0 1 5 6 3 , 5 0 0 3 . 5 0 0 

r r j r 0 1 5 7 4 . 0 0 0 4 . 0 0 0 

3 6 0 1 5 0 0 0 

P 1 < «;<j 1 n<j , i f f l l y 5 7 H . 0 0 0 1 5 9 0 fl . 0 0 0 

I M 0 1 6 5 0 0 

SS 3 . 5,00 1 6 6 0 3 , 5 0 0 

0 i s 11 i <: t f ypens<> 4 0 7 , SOO 1 77 2 , 0 0 0 9 . SOO 

CrKn™ HI | ( i fx"»S 4 1 2 0 0 1 77 2 0 0 4 0 0 

iMviKMinctil^] K Ti^f.'ty i 'f i li>nui\\ 4 ? O 1 70 0 0 

M l ' .< . M ^ ( * . r j ^ , ] > i v i r p ( f *»n1 i n q r T v : y 1 4 j 1 0 , 5 0 0 1 79 5 , 0 0 0 I S . S O O 

I0TAI i t n A N G i t u r s 313,000 85,000 3 9 8 . 0 0 0 



l / T o b r u a r y / 1 9 9 0 

CATEGORY 

I 

P A C I F I C ENTERPRISES O I L CO. tUSAI 

ORILLING I COMPLETION OETAILEO COST ESTIMATE 

NO. O R I L L t TEST NO. 

TOTAL 

S t i r f i c f l Ca s i n g 

3 5 0 ' o f 1 3 - 3 / 0 " OO 11-40 4 8 « / f f . . 

8 r d , ST*C 3 2 0 . 3 5 / f t . 

I f l t o r m o d i a i f l C a s i n g 

2 0 0 0 ' o f 8 - 5 / 0 " OO t 3 2 « / f t . . O l d 

ST iC 3 S l l . 8 3 / f t . 

P r o d u c t i o n C a s i r x j 

51 

7.70O 

2 3 . 7 0 0 

COMPLETION 

7 .200 

2 3 . 7 0 0 

10,000' 5-1/2" OO, 1 7 t / f t , N-80 3 < f l . 2 5 / f t . 

L i ner 

f t of " OO, 1/ft 3 * / f t 

Tubing 

9,500' of 2-3/8" OO, N-80, 4.7t/ft, 

8 r d , EUE 3 *3.08/ft 

Xmas Tree t Tubing Head Components 

Pumping U n i t or Prime Mover 

Production Platform - Mat. t Labor 

Rods 

Subsurface Pump 

Tanks 

C i r c u l a t i n g Pump 

Oehydrator 

Heater Treater or Gunbarrel (Stakpacl 

Separator/FHKO 

Flowline t Connection 500* f t of 2" O0 FG 

Linepipe 3 S2/ft 

Mater, Meter Run ( Connections 

Buildings 

Packer 

Miscellaneous Equipment ( f i t t i n g s , e t c . l 

TOTAL TANGIBLES 

I n s t a l l a t i o n o f Tubing 

I n s t a l l a t i o n of Pumping Unit t Prime Mover 

I n s t a l l a t i o n of Tanks 

I n s t a l l a t i o n o f Oehydrator 

I n s t a l l a t i o n of Heater Treater or Gun Bar r e l 

Insta11a ion of Separator/FHKO 

Ins t a l l a t ion of Tlowlirx? 

I n s l a l l a i i o n of Miscellaneous Equipment 

TOTAL JN!Ar«IjLLEIN3TALlAUON COSTS Est. STflO* gas sales li.w? S40,000< 

TOTAL HELL COGT COMCLfTCO ' 

XXX 0 52 82,500 62,SOO 

xxx 0 S3 0 0 

KXX 0 54 30,000 30.000 

55 3,500 182 12,000 15,500 

xxx 0 S6 0 0 

xxx 0 58 0 0 

xxx 0 59 0 0 

xxx 0 60 0 0 

xxx 0 61 6 ,000 6 .000 

xxx 0 63 0 0 

xxx 0 64 0 0 

xxx 0 65 12 ,000 12,000 

xxx 0 66 0 0 

xxx 0 68 1,000 1 ,000 

xxx 0 70 5,000 5,000 

xxx 0 71 0 0 

xxx 0 72 8,000 8,000 

73 1 .600 185 4 ,500 6 ,100 

36,000 161,000 197,000 

xxx 0 54 0 0 

xxx 0 56 0 0 

xxx 0 61 1 ,000 1 .000 

xxx 0 64 0 0 

xxx 0 65 2,000 2 .000 

xxx 0 66 0 0 

xxx 0 60 2 ,000 2 .000 

73 0 105 5,000 S .000 

0 10,000 10.000 

313,000 05,000 i'Jfj .000 

34,OOO 1 <, 1 , ODIJ iv; .ooo 
0 10,000 10 .000 

34 9 . OOO 7 56,000 ..(•'. .OOO 

O a t e 7 - / ~ 

(J.i (< / / / / ''C-

D a t e : 



( ( 

J . HIRAM MOORE 310 WEST WALL (915) 682-1681 

SUITE 404 

MIDLAND, TEXAS 79701 

February 16, 1990 

P.O. BOX 1733 

Pacific Enterprises Oil Company 
200 N. Loraine, St. 400 
Midland, Texas 79702-3083 
Attn: Mr. Craig Clark FEB 21 1990 

Landman 
EXPL. & DEVE-

RE : Red Lake Prospect #6097 
TRIGG 28 Federal #1 
West Half of Section 28 
T-18-S, R-27-E 
Eddy Co., NM 

Gentlemen: 

Enclosed please find the above referenced AFE, whereby The Moore Trust 
has elected to participate in the d r i l l i n g of the TRIGG 28 Federal #1. 
The AFE has been approved by Richard L. More, Attorney-in-Fact for The 
Moore'Trust. Also enclosed are our dr i l l i n g requirements. 

If you should have any questions or require additional information, please 
advise the undersigned. 

Sincerely, 

Cynthia L. Bennett 
Land Department 

Enclosure 



Working I n t e r e s t Owners 
February 1, 1990 
Page 2 

PARTICIPANTS WORKING 
INTEREST 

COST 

Depco, I n c . 0.559400% $ 3,384 

J. Hiram Moore, B e t t y 
Jane Moore, Mi c h a e l 
H a r r i s o n Moore, T r u s t e e s 0.254300% $ 1, 539 

Paul S l a y t o n 0.050850% $ 307 

Myco I n d u s t r i e s , I n c . 3.539595% $ 21,415 

ABO Petroleum Corp. 3.539595% $ 21,415 

Yates D r i l l i n g Company 3.539595% $ 21,415 

D a v o i l I n c . 3.719240% $ 22,501 

Mark D. Wilson 2.355050% $ 14,248 

100.0000% $605,000 

Attorney-in-Fact for The Moore Trust 

COMPANY " 

2//y/70 
D A T E I U 



Working I n t e r e s t Owners 
February 1, 1990 
Page 2 

PARTICIPANTS WORKING COST 
INTEREST 

D e p c o , I n c . 0 . 5 5 9 4 0 0 % $ 3 , 3 8 4 

J . H i r a m M o o r e , B e t t y 
J a n e M o o r e , M i c h a e l 
H a r r i s o n M o o r e , T r u s t e e s 0 . 2 5 4 3 0 0 % $ 1 , 5 3 9 
Featherstone Development Corp. 
EeixixxaxasykKaK 0.050850% $ 3 07 

Myco I n d u s t r i e s , I n c . 3.539595% $ 21,415 

ABO Petroleum Corp. 3.539595% $ 21,415 

Yates D r i l l i n g Company 3.539595% $ 21,415 

D a v o i l I n c . 3.719240% $ 22,501 

Mark D. W i l s o n 2.355050% $ 14,248 

3NTATJ 

Featherston4 Development Corporation 
COMPANY 

February 14, 1990 
DATE 

1 0 0 . 0 0 0 0 % $ 6 0 5 , 0 0 0 



l / r o b r u a r y / 1 9 9 0 

CATEGORY 

I 
PACITIC ENTERPRISES O I L CO. fUSAJ 

ORILLING t COMPLETION OETAILEO COST ESTIMATE 

NO. ORILL * TEST NO. 

TOTAL 

S u r f a c e C a s i n g 

350' o f 13-3/8" OO H-40 4 8 * / f t . , 

Ord, ST«C 3 7 0 . 3 5 / f f . 

I n t e r m e d i a t e C a s i r x j 

2 0 0 0 ' o f 8 - 5 / 0 " 0 0 , 3 2 « / f t . . O r d 

S T « C 3 4 1 1 . 8 3 / f t . 

P r o d u c t i o n C a s i r v g 

7,700 

25,700 

COMPLETION 

7,700 

25,700 

10,000' 5-1/2" OO, I7«/ft, N-80 3 * 8 . 2 5 / f t . 

L i n e r 

f f o f _ " OO, f / f t 3 S / f t 

T u b i n g 

9,500" o f 2-3/8" OO, N-80, 4 . 7 t / f t , 

8 r d , EUE 3 S 3 . 0 8 / f t 

Xmas T r e e * T u b i n g Head Components 

Pumping U n i t o r Prime Mover 

P r o d u c t i o n P l a t f o r m - Mat. i Labor 

Rods 

S u b s u r f a c e Pump 

Tanks 

C i r c u l a t i n g Pump 

D e h y d r a t o r 

H e a t e r T r e a t e r o r G u n b a r r e l ( S t a k p a c l 

Separator/FHKO 

F l o w l i n e I C o n n e c t i o n 500 1 f t o f 2" 00 FG 

L i n e p i p e 3 $ 2 / f t 

M e t e r , M a t e r Run t Co n n e c t i o n s 

B u i l d i n g s 

Packer 

M i s c e l l a n e o u s Equipment ( f i t t i n g s , e t c . ) 

TOTAL TANGIBLES 

I n s t a l l a t i o n o f T u b i n g 

I n s t a l l a t i o n o f Pumping U n i t t Prime Mover 

I n s t a l l a t i o n o f Tanks 

I n s t a l l a t i o n o f O e h y d r a t o r 

I n s t a l l a t i o n o f Meater T r e a t e r o r Gun B a r r e l 

I n s t a l l a i o n o f Separaior/FHKO 

I n s t a 1 l a t i o n o f F l o w l i n o 

I n s t a l l a t i o n o f M i s c e l l a n e o u s Equipment 

TOTAL INTANGIBLE INSTALLATION COSTS 

Es t . 5780" gas s a l e s li<x? «48,000< 

x x x 

55 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

73 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

x x x 

73 

0 

3,500 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

o 
1 .600 

56,000 

0 

0 

0 

0 

0 

0 

0 

0 

0 

313,000 

36,000 

0 

52 

53 

54 

182 

56 

58 

59 

60 

61 

63 

64 

6S 

66 

68 

70 

71 

72 

385 

82,500 87,500 

54 

56 

61 

64 

65 

66 

60 

105 

30,000 

12,000 

0 

0 

0 

0 

6,000 

0 

0 

12,000 

0 

1,000 

5,000 

0 

8,000 

4 ,500 

161,000 

0 

0 

1,000 

0 

2 ,000 

0 

2 ,000 

5,000 

10,000 

05,000 

161,000 

io, 0 0 0 

30,000 

IS.SOO 

0 

0 

0 

0 

6,000 

0 

0 

12,000 

0 

1 ,000 

5,000 

0 

8,000 

6,100 

197,000 

0 

0 

1 ,000 

0 

2 ,000 

0 

Z .000 

5 .000 

10 .00(1 

19G.000 

i s ; . 0(H) 

10 .000 

TOTAL H f l L COST COMI'lfTfD 

Proparad hy: 

3'. 9 , OOO 

Oate .7- " / ~ Y<> 

756,000 





PACIFIC ENTERPRtSES (ML COMPANY (USA) O F F I C E C O R R E S P O N D E N C E 

TO: Ralph Moore FROM: C. Robert Winkler DATE: 04-02-90 

SUBJECT: AFE1 s - Forced Pooling Hearing 
Trigg 28 Federal and Dark 
Canyon Prospect 

The f o l l o w i n g comments are provided t o support the d r i l l i n g AFE's 
during the forced pooling hearings on the Trigg 28 Federal and the 
Dark Canyon Prospect. 

Trigg 28 Federal No. 1 

The cost estimate i s based on actual costs provided by conversations 
with numerous d r i l l i n g contractors, mud companies and service 
companies. The actual footage b i d awarded on t h i s w e l l was f o r 
$14.65 ($15.40/foot w i t h tax) compared t o the AFE of $15.5/foot. 
One modification has been made t o the o r i g i n a l AFE by el i m i n a t i n g 
the 13-3/8" surface casing. Peterson d r i l l i n g has done t h i s 
successfully on three o f f s e t wells f o r Oryx Energy w i t h an estimated 
savings of $12,000. 

Dark Canyon Prospect 

The cost estimate i s based on actual costs provided by conversations 
with numerous d r i l l i n g contractors, mud companies, and service 
companies. S p e c i f i c a l l y , actual costs from an o f f s e t w e l l d r i l l e d 
by B e t t i s , Boyle, and Sto v a l l i n August 1989. D r i l l i n g operations 
i n t h i s area are r e l a t i v e l y trouble free w i t h the exception of l o s t 
c i r c u l a t i o n i n the surface hole. A d d i t i o n a l cementing costs were 
included t o "one-inch". No services have as yet been contracted 
out, however no costs are expected t o change s i g n i f i c a n t l y . 

FORM PFOC 00-0 9.'89 



PACIFIC ENTERPRISES OIL COMPANY (USA) INTER-OFFICE 

TO A l Buron FROM C. Robert Winkler DATE 02-01-90 

SUBJECT D r i l l i n g Cost Estimate 
Red Lake Prospect 
Red Lake (Morrow) F i e l d 
Eddy County, New Mexico 

Attached f o r your c o n s i d e r a t i o n and approval i s a cost estimate t o 
d r i l l and complete the Red Lake Prospect. The s u b j e c t w e l l i s a 
10,000' Morrow t e s t , located i n th e S/2 o f Section 27, T-28-S, R-
27-E, Eddy County, New Mexico. The estimated t o t a l c ost i s $605,000 
( $ 6 0 . 5 / f t . ) , w i t h a DHC of $349,000 ( $ 3 4 . 9 / f t . ) and completion cost 
of $256,000. The o r i g i n a l cost estimate was provided by O'Brien 
Consultants and i s c o n s i s t e n t w i t h other s i m i l a r Morrow w e l l s . 



l/February/1990 ( ( 
PACIFIC ENTERPRISES OIL CO. (USA) 

DRILLING t COMPLETION DETAILED COST ESTIMATE 

Prospect: Rod Lake Field Red Lake Morrow 

Well Location S/2 Section 27 Legal Description T-18-S, R-27-E 

County Eddy Sta t e NM Proposed Depth 10,000" 

Objective Formation Morrow AFE No. Terra H.I. _ _ 

CATEGORY NO . DRILL * TEST NO. COMPLETION TOTAL 

Survey - Stake Location 1 700 xxx 0 700 

Permits t Hearings 2 800 83 0 800 

B u i l d i n g Road, b r i d g e s , canals 3 5,000 84 0 5,000 

B u i l d i n g Location t P i t s 4 10,000 85 2,000 12,000 

Insurance ( f o r Terra only 1 5 3,100 86 0 3,100 

Move i n - Rig up - Rig down - Move out 6 0 87 0 0 

Rat Hole 7 0 xxx 0 0 

Footage Contract 10,000' 3 $15.5/ft 8 155,000 xxx 0 155,000 

Day work c o n t r a c t 4/2 days 3 $3,900/day 9 15,600 88 7,800 23,400 

Turnkey Agreement 10 0 90 0 0 

Rig f o r Completion $1400/day x 8 days xxx 0 101 11,200 11,200 

D r i l l B i t s 12 0 102 500 500 

Rental Equipment 13 5,000 103 3,500 8,500 

Fishing Tools & Service 14 0 104 0 0 

Company Labor 15 0 107 1,400 1,400 

Auto S Travel 16 0 108 400 400 

Contract Labor 17 10,400 113 12,000 22,400 

Trucking, Hauling, Service Equipment 18 3,000 114 3,500 6,500 

Power & Fuel 19 0 115 0 0 

Hater 20 8,500 116 1,500 10,000 

Mud i Chemicals 21 15,000 117 2,000 17,000 

D r i l l Pipe, Casing, Rod I n s p e c t i o n 22 2,000 125 3,000 5,000 

Formation T e s t i n g ( i n c l 2 DST) 23 12,000 xxx 0 12,000 

Coring f t o f core 3 $ / f t 24 0 xxx 0 0 

hud Logging 25 8,200 xxx 0 8,200 

Logs 26 16,000 126 4,000 20,000 

Temperature Survey 27 0 148 0 0 

Bottom Hole Pressure Test 28 0 149 3,500 3,500 

D i r e c t i o n a l Services 29 0 152 0 0 

Engineering, Geological, Geophysical 30 0 153 0 0 

Cmtg, Conductor or Surf Csg ( i n c l F loat equip) 31 4,000 xxx 0 4,000 

Cmtg, Interm or Prod Csg ( i n c l F l o a t equip) 32 9,000 154 14,000 23,000 

Squeeze Jobs 33 0 155 0 0 

Perf or Shooting 34 0 156 3,500 3,500 

Frac xxx 0 157 4,000 4,000 

Swabbing 36 0 158 0 0 

Plugging, i f dry 37 8,000 159 0 8,000 

Damage Claims 38 0 165 0 0 

Cleaning Location 39 3 ,500 166 0 3,500 

D i s t r i c t Expense 40 7,500 172 2,000 9,500 

Communications 41 200 177 200 400 

Environmental * Safety Equipment 42 0 178 0 0 

Misc M a t e r i a l & Service (Contingency) 43 10,500 179 5,000 15,500 

TOTAL INTANGIBLES 313,000 85,000 398,000 



l/February/1990 

CATEGORY 

PACIFIC ENTERPRISES OIL CO. (USA) 

ORILLING t COMPLETION DETAILED COST ESTIMATE 

NO. DRILL « TEST NO. 

TOTAL 

Surface Casing 

350' o f 13-3/8" OD H-40 4 8 * / f t . , 

8 r d , ST*C 3 20.35/ft. 

Intermediate Casing 

2000' o f 8-5/8" 00, 3 2 f / f t . , 8rd 

ST«C 3 S l l . 8 3 / f t . 

Production Casing 

50 

51 

7,200 

23,700 

COMPLETION 

7,20 0 

23,700 

10,000' 5-1/2" OD, 1 7 * / f t , N-80 3 * 8 . 2 5 / f t . XXX 0 52 82,500 82,500 

Liner 

f t of _ " OD, «/ft 3 $ / f t xxx 0 53 0 0 

Tubing 

9,500' o f 2-3/8" 00, N-80, 4 . 7 t / f t , 

8 r d , EUE 3 S3.08/ft xxx 0 54 30,000 30,000 

Xmas Tree X Tubing Head Components 55 3,500 182 12,000 15,500 

Pumping U n i t or Prime Mover xxx 0 56 0 0 

Production Platform - Mat. S Labor xxx 0 58 0 0 

Rods xxx 0 59 0 0 

Subsurface Pump xxx 0 60 0 0 

Tanks xxx 0 61 6,000 6,000 

C i r c u l a t i n g Pump xxx 0 63 0 0 

Dehydrator xxx 0 64 0 0 

Heater Treater or Gunbarrel (Stakpac/ xxx 0 65 12,000 12,000 

Separator/FHKO xxx 0 66 0 0 

Flowline & Connection 500" f t of 2" OO FG 

Linepipe 3 $ 2 / f t xxx 0 68 1,000 1,000 

Meter, Meter Run i Connections xxx 0 70 5,000 5,000 

B u i l d i n g s xxx 0 71 0 0 

Packer xxx 0 72 8,000 8,000 

Miscellaneous Equipment ( f i t t i n g s , e t c . ) 73 1 ,600 185 4,500 6 ,100 

TOTAL TANGIBLES 36,000 161,000 197,000 

I n s t a l l a t i o n of Tubing xxx 0 54 0 0 

I n s t a l l a t i o n of Pumping Unit Si Prime Mover xxx 0 56 0 0 

I n s t a l l a t i o n of Tanks xxx 0 61 1,000 1,000 

I n s t a l l a t i o n of Dehydrator xxx 0 64 0 0 

I n s t a l l a t i o n of. Heater Treater or Gun B a r r e l xxx 0 65 2,000 2,000 

Insta11aion o f Separator/FHKO xxx 0 66 0 0 

I n s t a l l a t i o n of Flowline xxx 0 68 2,000 2,000 

I n s t a l l a t i o n of Miscellaneous Equipment 73 0 185 5,000 5,000 

TOTAL INTANGIBLE INSTALLATION COSTS 0 10,000 10,000 

Est. 5280' gas sales l i n e $48,000* 313,000 85,000 398,000 

36,000 161,000 197,000 

0 10,000 10,000 

TOTAL WELL COST COMPLETED ' 349,000 256,000 60S,000 

Oate 

Approved by: Date l . 



l/February/1990 

PACIFIC ENTERPRISES OIL CO. (USA) 

DRILLING I COMPLETION DETAILEO COST ESTIMATE 

Prospect: Red Lake F i e l d Red Lake Morrow 

H e l l Location S/2 Section 27 Legal D e s c r i p t i o n T-18-S, R-27-E 

State NM Proposed Oepth 10,000' County Eddy 

Obje c t i v e Formation Morrow AFE No. 

CATEGORY 

Terra H.I. 

DRILL t TEST COMPLETION TOTAL 

Surveyor 

1. Survey - Stake Location 

700 

700 700 

P e r m i t t i n g 

O r i l l i n g t i t l e o p i n i o n 

Lawyer - Spacing hearing 

Archeologist 

2. Permits t Hearings 

400 

0 

0 

400 

800 
800 

D i r t Work ( 1 mi.) 

Caliche 

3. B u i l d i n g Road, br i d g e s , canals 

3 , 0 0 0 

2 , 0 0 0 

5 , 0 0 0 5 , 0 0 0 

P i t Liner (Double Horseshoe) 

D i r t Work ( B u i l d 2 cap l o c a t i o n ) 

Caliche 

Fence P i t 

Fence Location 

C a t t l e Guard 

Culverts 

2,000 

4,400 

3,000 

600 

0 

0 

0 

0 

2,000 

0 

0 

0 

0 

0 

4. B u i l d i n g Location i P i t s 10,000 2,000 12,000 

SO.3037 x 10,000 

5. Insurance IPEOC ONLY I 

3 ,100 

3,100 3,100 

On Contractor 

6. Move i n - Rig up - Rig down - Move out 

0 

0 

0 

0 0 



Red take Prospect ( 

Cost Estimate Worksheet 

Page Z 

( 

PRILHTEST COMPLETION TOTAL 

155,000 

155,000 155,000 

1,950 

1,950 

0 

1,950 

1,950 

0 

7,800 

0 

0 

7,800 

0 

0 

0 

0 

15,600 7,800 25,400 

11,200 

11,200 11,200 

500 

500 500 

0' of conductor, mouse hole, rat 

hole, c e l l a r and cement -

7. Rat Hole 

8. Footage Contract 10,000' 3 S15.5/ft. 

Run < cement 15-3/8" « WOC - 1/2 day 

Run i cement 8-5/8" £ WOC - 1/2 day 

Run 5-1/2 X cement or plug - 2 days 

WOO - 1/2 day 

C i r c samples - 1/2 day 

NU & test time - 0 day 

DST - (2) - 2 days 

9. Day work 4/2 days 3 $3,900/day 

10. Turnkey Agreement 

11. Rig f o r completion Si,400/day x 8 days 

1 - 4" m i l l tooth 

12. O r i l l B i t s 



Red Lake Prospect / 

Ccst Est. Worksheet 

Page 3 

1 tank f/OST 

2 f r a c tanks (compl 

Casing scraper 

BOPE/rotating head 

C i r c u l a t i n g equipment 

Dr l g f l a n g e , r i n g gasket, b o l t s 

P i t l e v e l i n d i c a t o r s £ flow senser 

Test sep £ tank 

Gen £ l i g h t s 

Mtr run 

Water w e l l pump £ tanks ($ /day x days) 

Water t r a n s f e r pump £ p i p i n g ( $ /day x days I 

Flow manifold (S /day x days ) 

BHA ( s t a b i l i z e r s £ short d r i l l c o l l a r ) 

M i see1laneous 

13. Rental Equipment 

( 

O R I L H T E S T COMPLETION TOTAL 

BOO 0 

0 1 ,000 

0 0 

1 ,000 0 

0 0 

0 0 

1 ,500 0 

500 0 

0 0 

0 0 

0 0 

0 0 

0 0 

0 0 

1 , 5 0 0 2 , 5 0 0 

5 , 0 0 0 3 , 5 0 0 8 , 5 0 0 

14. Fishing Tools * Service 

Foreman to b u i l d l o c a t i o n /day x days 0 0 

D r i l l i n g foreman /day x days 0 0 

Production foreman $350/day x 4 days 0 1,400 

15. Company Labor 0 1,400 1,400 

$50/day x 8 days 0 400 

16. Auto £ Travel 0 400 400 



Red Lake Prospect ( ( 

Cost Est. Worksheet 

Page <* 

DRILLtTEST COMPLETION TOTAL 

F l u i d C a l i p e r 0 0 

D r i l l i n g Consultant S350/day x 20/8 days 7,000 2,800 

Welder 800 500 

RU t RD OST tank 0 0 

Csg crew f/13-3/8" csg 0 0 

Csg crew f/8-5/8" csg 0 0 

Csg crew f/S-l/Z" csg 0 2,300 

Roustabouts 0 500 

LD DP » DC 0 0 

PU 5-1/2" csg 0 1,000 

Well testing 0 1,000 

At r i g j unload with fork l i f t 800 1,200 

Remove varnish on production casing 0 500 

String & pick up water l i n e 0 0 

Hot O i l e r 0 0 

CTU 0 0 

N 2 to p e r f 8 blow w e l l dry 0 0 

Lay temporary gas sales l i n e 0 0 

Sand Plug 0 0 

Anchors 0 600 

Blade l o c a t i o n 0 0 

F o r k l i f t 0 0 

F i l t e r i n g 0 0 

Miscellaneous 1,800 1,600 

Contract Labor 10,400 12,000 

D e l i v e r i set up foreman t r a i l e r ( t r e t u r n ) 

Haul water t o d r i l l 

DST tank 

Tubing - FOB l o c a t i o n 

Temporary gas sales l i n e 

Pumping u n i t 

Fresh water f o r cementing 

Monel c o l l a r and shot k i t 

13-3/8" csg - road haul 

8-5/8" csg *r road haul 

5-1/2" csg - road haul 

Frac tanks 

Haul t e s t separator i n 

Miscellaneous t r u c k i n g 

0 

0 

0 

0 

0 

0 

0 

0 

800 

1 ,200 

0 

0 

0 

1 ,000 

2 ,000 

0 

0 

1,500 

18. Trucking, Hauling, Service Equip 3 ,000 3,500 6,500 
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ORILLtTEST COMPLETION TOTAL 

19. Power S Fuel 

Trucking 

20. Water 

8,500 

8,500 

1,500 

1,500 10,000 

D r i l l i n g Mud 

KCL f o r 2'/. KCL water completion 

Tolulene 

15,000 

0 

0 

2,000 

0 

0 

21. Mud * Chemicals 15,000 2,000 17,000 

13-3/8" 

8-5/8" 

5-1/2" 

Tubing 

800 

1,200 

0 

0 

0 

0 

1,500 

1,500 

22. D r i l l Pipe, Casing, Rod i n s p e c t i o n 2 , 0 0 0 3 , 0 0 0 5,000 

23. Formation Testing I i n c l . 2 D.S.T.I 

12,000 

12,000 12,000 

24. Coring and Core Analysis f t . o f core 

cut 3 S /Ft 

0 

1 man 0 days, 2 man 25 days 

Rig up - R*>g down 

25. Mud Logging 

8,200 

0 

8,200 8,200 

Open hole logs 

Cased hole logs (CBL-V0LI 

16,000 

0 

0 

4,000 

26. Logs 16,000 4,000 20,000 
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Temperature i Post Frac logs 

27. Temperature Survey 

0RILL8TEST COMPLETION TOTAL 

0 

28. Bottom Hole Pressure Test 

3,500 

3,500 3, £100 

29. D i r e c t i o n a l Services 

Engineer (D&T) 

Geologist 

Engineer (CSEI 

30. Engineering, Geological, Geophysical 

13-3/8" s u r f casing cement 4,000 

31. Cmtg, Conductor or Surf Csg | i n c l Float equipl 4,000 4,000 

Cement, pumping, shoes, stab 

Magnetic depth marker 

32. Cmtg or Prod Csg I i n c l Float equipl 

9,000 

0 

9,000 

14,000 

0 

14,000 23,000 

33. Squeeze Jobs 0 0 Cl 
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Vann Gun 

34. Perf or Shooting 

ORILLtTEST COHPLETION TOTAL 

3,500 

3,500 3,500 

Acid work < 2000 g a l ) 

35. Frac 

4,000 

4,000 4,000 

36. Swabbing 

37. Plugging, i f dry 

8 , 0 0 0 

8 , 0 0 0 8 , 0 0 0 

State/Tenant (BLM - no charge I 

P i p e l i n e Row 

38. Damage Claims 

Break out & l e v e l p i t s 

39. Cleaning Location 

3 , 5 0 0 

3 , 5 0 0 3 , 5 0 0 

DST S250(30 days) 

Comp S250/8 days 

40. D i s t r i c t Expense 

7,500 

0 

7,500 

0 

2,000 

2,000 
9,500 

41. Communications 

200 

200 

200 

200 400 



Red Lake Prospect ( 

Cost Est. Worksheet 

Page 8 

PRILHTEST COMPLETION TOTAL 

42. Environmental & Safety Equipment 

Wear bowl X necessary accessories 

Pipe dope, sample bags 

Contingency 

Anderson S t r a t i g r a p h i c Sample 

Storage Fee 

Miscellaneous m a t e r i a l 

0 

0 

0 

0 

10,500 

0 

0 

0 

0 

5,000 

43. Misc M a t e r i a l 8 Service IContingencyI 10,500 5,000 15,500 

TOTAL INTANGIBLES. 313,000 85,000 398,000 

50. Surface Casing 

350 f t o f 13-3/8" OD, H-40, 48«/ft, 8 r d , ST8C 

3 S20.35/ft 

7 , 2 0 0 

7 , 2 0 0 7 , 2 0 0 

2000" of 8-5/8" OD, 3 2 t / f t , J-55, ST8C 

3 11.83/ft. 

23,700 

51. Intermediate Casing 23,700 23,700 

52. Production Casing 

10,000' of 5-1/2" 00 1 7 f / f t , N-80, 

3 58.25/ft., LT8C 

82,500 

82,500 82,500 

53. Liner 

f t of " 00 «/ft 

3 $ / f t 

54. Tub ing 

9,500 f t of 2-3/8" 00, N-80, 4.7<t/ft, 

8rd, EUE 3 $3.08/ft 

0 

0 

30,000 

30,000 30,000 
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13-3/8" csg head, 3K w/spool 5K 

Tubing head S accessories 

55. Xmas Tree & Tbg head Comp 

PRILL&TEST 

3,500 

0 

3,500 

COMPLETION 

0 

12,000 

12,000 

TOTAL 

15,500 

56. Pumping U n i t or Prime Mover 

58. Production P l a t f o r m - Mat. t Labor 

59. Rods 

60. Subsurface Pump 

1 - 210 b b l welded s t e e l w/landing 

61. Tanks 

6 , 0 0 0 

6 , 0 0 0 6 , 0 0 0 

63. C i r c u l a t i n g Pump 

6<t. Oehydrator 

Stakpac 

65. Heater Treater or Gunbarrel 0 

12,000 

12,000 12,000 
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ORILLtTEST COMPLETION TOTAL 

66. Separator/FWKO 

68. Flowline X Connection 500 f t of 2" 00 s t e e l 

l i n e pipe 3 $2/ft 

1,000 

1,000 1,000 

70. Meter, Meter run t Connections 

5,000 

5,000 5,000 

71. B u i l d i n g s 

Model "R" OG 

72. Packer 

8 , 0 0 0 

8 , 0 0 0 8 , 0 0 0 

75. Miscellaneous Equipment I f i t t i n g s , e t c l 

1,600 

1,600 

4,500 

4,500 6 ,100 

INTANGIBLES 

54. I n s t a l l a t i o n o f Tubing 

56. I n s t a l l a t i o n Pumping Unit and Prime Mover 

61. I n s t a l l a t i o n of Tanks 

1,000 

1,000 1 ,000 

64. I n s t a l l a t i o n of Dehydrator 0 0 0 
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65. I n s t a l l a t i o n o f Heater Treater or Gun B a r r e l 

ORILLSTEST 

0 

COMPLETION 

2,000 

2,000 

TOTAL 

2,000 

66. I n s t a l l a t i o n o f Separator/FWKO 

68. Flo w l i n e I n s t a l l a t i o n 

2 , 0 0 0 

2 , 0 0 0 2 , 0 0 0 

73. Miscellaneous Equipment I n s t a l l a t i o n 

5,000 

5,000 5 , 0 0 0 

TOTAL INTANGIBLE INSTALLATION COSTS. 

TOTAL WELL COST COMPLETED. 349,000 

10,000 10,000 

256,000 605,000 

Remarks: Estimated 5280' gas sales l i n e 3 $ 9 / f t = $48,000 

Prepared by: 

Prepared by: 

Approved by: 

Date 2-/- ?& 

\ Date 

Date 



U i t DRILLING, INf 
DRILLING OR WORKOVER AFE AFE NO. 

• WILDCAT 
• DRILLING 
• COMPLETION 
• RE-ENTRY 

0 DEVELOPMENT 

E DRILLING 
• COMPLETION 
• RE-ENTRY 

• WORKOVER 

• SAME ZONE 
• NEW ZONE 
• P S A 

LSE. NO. 

W.I 

EST. NET COST. 

AFE DATE 

LEASE 8 
WELL NO. f?ccj Lskc Pros.(>ooi 

DEPTH 
a FORM to.oca' Marrow 

LOCATION S/2 Sec 27 T-I8S RZn-l? 

COUNTY 
a STATE fccUy C o o n V y , /VcoJ W ^ C d FIELD R c v l L g K c MdrrcHO 

OPERATOR rWi<ic fcn+er prises' 0; 1 Co (0£f\) 
SPUD 
DATE 

INTANGIBLE WELL COST 

DESCRIPTION DRILLING COMPLETION TOTAL 
1 Access, Location a Roads y i -5.066 J 5 i~d0 I &, t o 0 
2 Rig Move 
3 Footage Cost IO,Odo' Q /<f..T6 J ( iT£" 00 0 
4 Day Work Cost £ days at 2 ^ 6 O •J J«?..Crtrt i i . i r o o 
5 Bits 8 Reamers 
6 Fuel 
7 Water 8S*0Q ' I5<30 
8 Mud 8 Chemicals f£",COC i n . o o d 
9 Cementing 8 Service <i •/ \£CA& 

10 Coring 
I I Surveying a Testing LAOS. t S DST* J 3 0 , 0 0 0 S0,C60 
12 Mud Logging Sb'o 3 0 £ J 
13 Perforating -J .TA'OO Z&>6 
14 Stimulation •/ Uc-56 -1.6*6 
15 Transportation SJTOO sscc C>.660 
16 Drilling Overhead a Supervision 33 §. UiTd m,8s"o 
17 Equipment Renfol 7 0 6 0 I6S0O 
18 Completion Rig Q days at moo tl.Z&O U.Z66 
19 Ot(jer Drilling Expense S066 S6.666 
20 •Contingencies (lOVo of Intangibles) SCS6 
21 

.•• 
22 
23 TOTAL INTANGI BLES 533.135 

TANGIBLE WELL COST 

24 ' Of " Conductor Casing 

25 36 'C ' O f 1 3 % " Surface Casing <SK7S~ 
26 2660 'Of Q% " Intermediate Casing ei.Soo 
27 ' Of " Intermediate Casing 
28 ' Of " Intermediate Casing 

29 (0,000 'Of S*e. " Production Casing 75 .0O6 7iT.fi 6 6 
30 ' Of. " Tie-Back Casing 

31 I.sac 'of " Tubing 

32 ' Of " Tubing 

33 ' Of " Tubing 

34 Liner Equipment 
35 Wellhead Equipment 3 5 0 0 lE,66d I £.£66 
36 Producing Focilltie s, Tank Battery, Flowline 35.666 

37 Packers a Other Subsurface Tools 8.00 6 

38 Contingencies (10 V. of Tanqibles) HAW 
39 
40 

41 TOTAL TANGIBLES 314 ,623 
42 TOTAL WELL COST £57.MC 6611,8114 

COMPANY APPROVAL 

>y Date By Date By Date By Date By Date 

JOINT OPERATOR APPROVAL 

By Title 

AFF. Uo 
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PACIHC ENTERPRISES OIL COMPANY (USA) 

M a r c h 2 9 , 1 9 9 0 SOUTHWEST REGION 

200 N. Loraine. #400 
PO Box 3083 
Midland TX 79702-3083 
(915) 684-3861 
(915) 684-6426 (Fax) 

Mr- Randall F o r t 
Read & Stevens, I n c . 
Post O f f i c e Box 1518 
Roswell, New Mexico 88202 

RE: Red Lake Prospect #6097 

T r i g g 28 Federal Com #1 Well 
Eddy County, New Mexico 

Dear Mr. F o r t : 

We are i n r e c e i p t o f Read & Steven's l e t t e r o f March 26, 1990 
t r a n s m i t t i n g an approved A u t h o r i t y f o r Expenditure and Operating 
Agreement s i g n a t u r e page f o r the referenced w e l l . 

I t i s our understanding t h a t t he 5.3522% i n t e r e s t approved by 
Read & Stevens, I n c . may be owned by t h e below l i s t e d p a r t i e s ; 
however, Read & Stevens, Inc. w i l l be r e s p o n s i b l e f o r the payment 
of a l l costs i n c u r r e d i n the d r i l l i n g and completion o f s a i d w e l l 
and b i l l t h e f o l l o w i n g p a r t i e s t h e i r p r o p o r t i o n a t e share: 

Rottman 1984 Family T r u s t 
Westway Petro 
Raymond R. T r o l l i n g e r , and Sharon 
S. T r o l l i n g e r , h i s w i f e 

Randall R. Fo r t 
David K. Henderson 
Jo e l M. Wigley 
Marion R i l e y 
W i l l i a m A. Bradshaw, I I I 
John C. Maxey, J r . 
Lucy Marie Brown 
Thomas M. B e a l l 

I t i s a l s o our understanding t h a t should p r o d u c t i o n be 
es t a b l i s h e d , Read & Stevens, I n c . w i l l p r o v i d e t h e appr o p r i a t e 
c u r a t i v e m a t e r i a l t o determine t h e proper ownership o f the above 
l i s t e d p a r t i e s so t h a t P a c i f i c may p r o p e r l y disburse the revenue 
f o r s a i d w e l l or a l t e r n a t i v e l y , Read & Stevens w i l l assume the 
o b l i g a t i o n and r e s p o n s i b i l i t y o f d i s b u r s i n g the proceeds t o the 
appro p r i a t e p a r t i e s . 



( ( 

Read & Stevens, I n c . 
March 29, 1990 
Page 2 

Should you have any questions or problems regarding t h i 
matter, please do not h e s i t a t e t o c o n t a c t me. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY (USA) 

M. Cr a i g Vcj^ark 
Landman 

MCC/dsr 

cc: Rottman 1984 Family Trust 
12100 W i l s h i r e Blvd. 
Los Angeles, CA 90025 

David K. Henderson 
c/o Read & Stevens, I n c . 
Post O f f i c e Box 1518 
Roswell, NM 88201 

Marion R i l e y 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 

John.C. Makey, J r . 
c/o Read & Stevens, I n c . 
Post O f f i c e Box 1518 
Roswell, NM 88201 

Lucy Marie Brown 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 

W i l l i a m A. Bradshaw, I I I 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 

Westway Petro, 
a Texas J o i n t Venture 
500 North Akard S t r e e t 
LB #70 
D a l l a s , TX 75201 

Raymond R. T r o l l i n g e r , J r 
and Sharon S. T r o l l i n g e r 
2915 LBJ Freeway, 
S u i t e 161 
D a l l a s , TX 75234 

Thomas M. B e a l l 
Post O f f i c e Box 3098 
Midland, TX 79702 

Randall R. F o r t 
c/o Read & Stevens, I n c . 
Post O f f i c e Box 1518 
Roswell, NM 88201 

J o e l M. Wigley 
c/o Read & Stevens, Inc. 
Post O f f i c e Box 1518 
Roswell, NM 88201 



M A R T I N Y A T E S . Ill 
1 9 1 2 - 1 9 8 5 

F R A N K W. Y A T E S 
1 9 3 6 - 1986 

PETROLEUM 
CORPORATION 

105 SOUTH FOURTH STREET 

A R T E S I A , N E W M E X I C O 8 8 2 1 0 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

S. P. Y A T E S 
C H A I R M A N OF T H E B O A R D 

J O H N A . Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V I C E PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

DENNIS G. K I N S E Y 
TREASURER 

March 1 5 , 1990 
1 9 iSyO 

EXPL\ & DEYEli 

P a c i f i c Enterprises O i l Company (USA) 
P. O. Box 3083 
Midland, Texas 79702 

A t t e n t i o n : M. Craig Clark 

RE: T r i g g 28 Federal #1 Well 
Township 18 South, Range 27 East, NMPM 
Section 28: W/2 
Eddy County, New Mexico 

Gentlemen: 

Pursuant t o your l e t t e r dated March 2, 1990, Yates Petroleum Corporation, Yates 
D r i l l i n g Company, Abo Petroleum C o r p o r a t i o n , Myco I n d u s t r i e s , I n c . , and Yates 
Employees '87 L t d . , agree t o execute t h e Operating Agreement covering the above 
captioned w e l l subject t o the f o l l o w i n g changes: 

(1.) A r t i c l e I I I B, Line 15: Add words " t o the extent of lowest 
r o y a l t y which s h a l l be borne as h e r e i n a f t e r s et f o r t h " . 

(2.) A r t i c l e VI A, Line 57: Your A u t h o r i t y For Expenditure c a l l s 
'.for w e l l l o c a t i o n 1980' FNL and 1980' FWL and t h i s Operating 
Agreement c a l l s f o r l o c a t i o n a t 2030' FNL and 1980' FWL, 
please change one or the other t o match. 

(3.) A r t i c l e VI C, Line 67: Each p a r t y s h a l l have the r i g h t t o 
take i n kind , etc . 

(4.) A r t i c l e V I I A, Line 29: Add t h i s sentence - I t i s not the 
i n t e n t i o n of the p a r t i e s t h a t t h i s c o n t r a c t i s made or i n 
tended f o r the b e n e f i t o f any t h i r d person. 
A r t i c l e V I I C, Line 60: Change 15 days t o read 30 days. 
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(5.) A r t i c l e XV, Line 63: Add f o l l o w i n g p r o v i s i o n s as C & D: 

C. Notwithstanding any other p r o v i s i o n s h e r e i n , i f during 
the term o f t h i s agreeement, a w e l l i s r e q u i r e d t o be 
d r i l l e d , deepened, reworked, plugged back, sidetracked, 
or recompleted, or any other o p e r a t i o n t h a t may be r e 
q u i r e d i n order t o (1) continue a lease or leases i n 
force and e f f e c t , or (2) m a i n t a i n a u n i t i z e d area or 
any p o r t i o n t h e r e o f i n f o r c e and e f f e c t , or (3) earn 
or preserve an i n t e r e s t i n and t o o i l and/or gas and 
other minerals which may be owned by a t h i r d p a r t y or 
which, f a i l i n g i n such o p e r a t i o n , may r e v e r t t o a 
t h i r d p a r t y , or (4) comply w i t h an order issued by a 
r e g u l a t o r y body having j u r i s d i c t i o n i n the premises, 
f a i l i n g i n which c e r t a i n r i g h t s would t e r m i n a t e , the 
f o l l o w i n g s h a l l apply. Should less than a l l o f the 
p a r t i e s hereto e l e c t t o p a r t i c i p a t e and pay t h e i r 
p r o p o r t i o n a t e p a r t o f the c o s t s t o be i n c u r r e d i n 

such o p e r a t i o n , those p a r t i e s d e s i r i n g t o p a r t i c i p a t e 
s h a l l have the r i g h t t o do so a t t h e i r sole cost, 
r i s k , and expense. Promptly f o l l o w i n g the conclusion 
of such o p e r a t i o n , each o f those p a r t i e s not p a r t i 
c i p a t i n g agree t o execute and d e l i v e r an a p p r o p r i a t e 
assignment t o the t o t a l i n t e r e s t o f each n o n - p a r t i 
c i p a t i n g p a r t y i n and t o the lease, leases, or r i g h t s 
which would have terminated or which otherwise may 
have been preserved by v i r t u e o f such o p e r a t i o n , and 
i n and t o the lease, leases or r i g h t s w i t h i n the 
balance of the d r i l l i n g u n i t upon which the w e l l was 
d r i l l e d , excepting, however, w e l l s t h e r e t o f o r e com
p l e t e d and capable o f producing i n paying q u a n t i t i e s . 
Such assignment s h a l l be d e l i v e r e d t o the p a r t i c i p a 
t i n g p a r t i e s i n the p r o p o r t i o n t h a t they bore the 
expense a t t r i b u t a b l e t o the n o n - p a r t i c i p a t i n g p a r t i e s ' 
i n t e r e s t . 

D. No p r o d u c t i o n , whether o i l or gas, may be s o l d from the 
lease acreage, or lands pooled t h e r e w i t h , t o any p a r t y ' s 
s u b s i d i a r i e s , a f f i l i a t e s , o r a s s o c i a t e s , w i t h o u t each 
par t y ' s p r i o r w r i t t e n consent. A l l p r o d u c t i o n s o l d from 
the lease acreage, or lands pooled t h e r e w i t h , w i l l be an 
arm's le n g t h trade w i t h a t h i r d p a r t y purchaser. I t i s 
expressly agreed i f p r i o r w r i t t e n consent i s given t o a 
p a r t y s e l l i n g t o themselves, i t s s u b s i d i a r i e s , a f f i l i a t e s , 
or associates, the other p a r t i e s t o t h i s agreement w i l l 
have the o p t i o n t o also s e l l t o s a i d purchaser, a t the 
same or b e t t e r p r i c e . I n the event any p a r t y hereto, 
makes an arm's l e n g t h trade w i t h a t h i r d p a r t y purchaser, 
the remaining p a r t i e s w i l l have the o p t i o n t o also s e l l 
a t the same or higher p r i c e . 
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(6.) A r t i c l e XVI: Add Yates Employees '87 L t d . as s i g n a t o r . 

(7.) E x h i b i t "A", I I I : Revise percentages t o r e f l e c t our 
purchase o f Exxon and Amoco's i n t e r e s t and add Yates 
Employees '87 L t d . 

V: Add Yates Employees * 87 L t d . , and 
b r i n g a l l Yates e n t i t i e s ' n o t i c e s t o the a t t e n t i o n 
of Michael R. Burch. 

(8.) E x h i b i t "C": Please consider using a 1974 COPAS w i t h 
the f o l l o w i n g r e v i s i o n s : , 

I I I , 2. Overhead-Major c o n s t r u c t i o n f i l l i n blank w i t h 
$25,000.00. 

(9.) E x h i b i t "E": Line 5_ reword as f o l l o w s : 

5. This agreement s h a l l c o n s t i t u t e a separate agreement 
as t o each p r o r a t i o n u n i t approved by the a p p l i c a b l e 
r e g u l a t o r y a u t h o r i t y f o r a po o l w i t h i n the Contract 
Area, but such p r o r a t i o n u n i t s h a l l not incude any 
producing h o r i z o n which i s not w i t h i n the v e r t i c a l 
l i m i t s of sai d p o o l . T his agreement s h a l l remain i n 
force and e f f e c t so long as the Operating Agreement 
t o which i t i s attached remains i n e f t e c t , and s h a l l 
inure t o the b e n e f i t o f and be b i n d i n g upon the p a r t -
t i e s hereto, t h e i r h e i r s , successors, l e g a l representa
t i v e s and assigns. 

Line 6: Revise as f o l l o w s : 

6. I f a p r o r a t i o n u n i t ceases t o produce gas and/or l i q u i d 
hydrocarbons i n paying q u a n t i t i e s before the gas account 
i s balanced, settlement w i l l be made between the under
produced and overproduced p a r t i e s . I n making such s e t t l e 
ment, the underproduced p a r t y or p a r t i e s w i l l be p a i d a 
sum of money by the overproduced p a r t y or p a r t i e s a t t r i 
butable t o the o v e r p r o d u c t i o n , which sa i d overproduced 
pa r t y received, less a p p l i c a b l e taxes t h e r e t o f o r e p a i d , 
at the a p p l i c a b l e p r i c e d e f i n e d below f o r the d e l i v e r y 
of a volume of gas equal t o t h a t f o r which settlement i s 
made. For gas, the p r i c e of which i s not re g u l a t e d by 
f e d e r a l , s t a t e or other governmental agencies, the 
p r i c e basis s h a l l be the p r i c e r e c eived f o r the sale 
of the gas. For gas, the p r i c e o f which i s subject t o 
r e g u l a t i o n by f e d e r a l , s t a t e o r oth e r governmental 
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a u t h o r i t i e s , the p r i c e b a s i s s h a l l be the r a t e c o l l e c t 
ed from time t o time, which i s not s u b j e c t t o p o s s i b l e 
refund, as provided by the Federal Energy Regulatory 
Commission or any other governmental a u t h o r i t y , 
pursuant t o f i n a l order or s e t t l e m e n t a p p l i c a b l e 
t o the gas s o l d from such w e l l , p l u s any a d d i t i o n 
a l c o l l e c t e d amount which i s not u l t i m a t e l y r e q u i r e d 
to be refunded by such a u t h o r i t y , such a d d i t i o n a l 
c o l l e c t e d amount t o be accounted f o r a t such time 
as f i n a l d e t e rmination i s made w i t h respect hereto. 

6A. Notwithstanding the p r o v i s i o n s o f Paragraph 6, i t 
i s expressly agreed t h a t any underproduced p a r t y 
s h a l l have the o p t i o n a l r i g h t , w i t h respect t o each 
p r o r a t i o n u n i t , t o r e c e i v e a cash settlement b r i n g 
in g such underproduced p a r t y ' s gas account i n t o 
balance a t any time and from time t o time p r i o r t o 
the f i n a l s e t t l e m e n t , by f i r s t g i v i n g each over
produced p a r t y 90 days' w r i t t e n n o t i c e of demand 
f o r cash settlement. I f such o p t i o n i s so exer
c i s e d , settlement s h a l l be made (as o f 7:00 o'clock 
A.M. on the f i r s t day o f the calendar month f o l l o w i n g 
the date of such w r i t t e n demands) w i t h i n 90 days 
f o l l o w i n g the a c t u a l r e c e i p t o f such w r i t t e n demands 
by the overproduced p a r t i e s , i n the same manner pro
vided f o r i n Paragraph 6. The o p t i o n provided f o r i n 
t h i s paragraph may be e x e r c i s e d , from time t o time, 
but only one time i n each calendar year. 

I f these changes meet w i t h your approval, please submit s u b s t i t u t e pages f o r 
our review and s i g n a t u r e . Please c o n t a c t me i f you have any questions or want 
to discuss t h i s matter f u r t h e r . 

Thank you.-. 

Very t r u l y yours. 

YATES PETROLEUM CORPORATION 

Michael R. Burch 
Landman 

MRB:cp 



PACIFIC ENTERPRISES OIL COMPANY (USA) TELECOPIED 

March 29, 1990 SOUTHWEST REGION 

200 N. Loraine. #400 
P.O. Box 3083 
Midland TX 79702-3083 
(915)684-3861 

(915) 684-6426 (Fax) 

Mr. Michael R. Burch 
Yates Petroleum Company 
105 South Fourth S t r e e t 
A r t e s i a , New Mexico 88210 

RE: Red Lake Prospect #6097 

T r i g g 28 Federal Com #1 Well 
Eddy County, New Mexico 

Dear Mr. Burch: 

Reference i s made t o your l e t t e r o f March 15, 1990 and our 
telephone conversation o f March 28, 1990 concerning t h e proposed 
r e v i s i o n s t o the Operating Agreement c o v e r i n g the captioned w e l l . 

As we discussed, P a c i f i c E n t e r p r i s e s O i l Company (USA) i s 
agreeable t o amend the s u b j e c t Agreement t o t h e ex t e n t i n d i c a t e d 
below: 

1. P a c i f i c i s agreeable t o your r e v i s i o n 1. 

2. The c o r r e c t w e l l l o c a t i o n should be 2030'FNL and 1980' 
FWL. 

3. P a c i f i c i s not agreeable t o your r e v i s i o n s 3 t h r u 5. 

4. Revisions 6 and 7 are no l o n g e r a p p l i c a b l e . 

5. P a c i f i c i s agreeable t o r e v i s i o n 8 i n s o f a r as f i l l i n g i n 
the blank f o r Overhead-Mojor C o n s t r u c t i o n . 

6. P a c i f i c i s agreeable t o r e v i s i o n 9 i n s o f a r as number 5 
i s concerned. 

7. P a c i f i c i s agreeable t o r e v i s i o n 9, number 6 su b j e c t t o 
the f o l l o w i n g : 

Line 1, i n s e r t "permanently" a f t e r " u n i t " . 
Line 2 d e l e t e " i n paying q u a n t i t i e s " . 
Line 14, i n s e r t " l e s s a p p l i c a b l e t a x e s " a t the end 

of the sentence. 
Line 14 d e l e t e " i s " and i n s e r t " a t t h e time of sale 

was" 
end of paragraph, add t h e f o l l o w i n g " i n any event, 

no more than the amount a c t u a l l y r e ceived l e s s 
a p p l i c a b l e taxes" 
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8. P a c i f i c i s not agreeable t o r e v i s i o n 9, number 6A. 

Should you have any questions o r problems, please do not 
h e s i t a t e t o cont a c t me. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY (USA) 

MCC/dsr 

Enclosure 



INC. 

Mail Address: P.O. Box 122269 • Fort Worth, Texas 76121-2269 • Tel. 817-737-6678 

March 27, 1990 

M. Craig Clark 
P a c i f i c Enterprises O i l Company (USA) 
P. O. Box 3083 
M i d l a n d , Texas 79702-3083 

MAR 29 1990 

E X P L & DEVEL 

RE: Red Lake P rospec t #6097 
TRIGG 28 F e d e r a l #1 W e l l 
W/2 , Sec. 28 , T-18S, R-27E 
Eddy C o u n t y , New Mex ico 

Dear M r . C l a r k : 

I n e a r l i e r correspondence w i t h you, D a v o i l , Inc. wishes 
to j o i n i n the d r i l l i n g of the TRIGG 28 Federal #1 Well 
w i t h a mutually agreeable o p e r a t i n g agreement. We wish 
to add the f o l l o w i n g two clauses t o the^Operating 
Agreement t o the referenced, dated February 23, 1990: 

ADD TO ARTICLE X. CLAIMS AND LAWSUITS p. 13 
Operator agrees t h a t i t s h a l l , at f i r s t n o t i c e 
of any cla i m , n o t i f y the p a r t i e s i n w r i t i n g 
and by telephone t o r e p o r t c o n d i t i o n s , events, 
or accidents t h a t could give r i s e t o a personal 
i n j u r y or p r o p e r t y damage l i a b i l i t y c l a i m , 
and w i l l a s s i s t and coordinate the claims s e t t l e 
ment procedure between j o i n t i n t e r e s t s and 
the t h i r d p a r t y claimants, Operator f u r t h e r 
agrees, i f operator f a i l s t o give n o t i c e i n 

' . s u f f i c i e n t time f o r the p a r t i e s insureds t o 
respond t o cla i m , then the p a r t i e s complete 
l i a b i l i t y , i n c l u d i n g the p r i n c i p a l c l a i m and 
a l l costs and expenses of handling of said 
c l a i m s h a l l be born by the Operator and s h a l l 
not be chargeable t o the J o i n t Account. 

ADD TO EXHIBIT "D" INSURANCE ITEM I I I 
Operator agrees t h a t i t s h a l l , at f i r s t n o t i c e 
of any claim, n o t i f y the p a r t i e s i n w r i t i n g 
and by telephone t o r e p o r t c o n d i t i o n s , events, 
or accidents t h a t could give r i s e t o a personal 

Office: Suite 1208 Ridglea Bank Bldg.. Fort Worth. Texas 76116-5738. Telex 820213. 
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i n j u r y or p r o p e r t y damage l i a b i l i t y c l a i m , and 
w i l l a s s i s t and coordinate the claims settlement 
procedure between j o i n t i n t e r e s t s and the t h i r d 
p a r t y claimants, Operator f u r t h e r agrees, i f 
operator f a i l s t o give n o t i c e i n s u f f i c i e n t time 
f o r the p a r t i e s insureds t o respond t o cl a i m , 
then the p a r t i e s complete l i a b i l i t y , i n c l u d i n g 
the p r i n c i p a l c l a i m and a l l costs and expenses 
of handling of said c l a i m s h a l l be born by the 
Operator and s h a l l not be chargeable t o the J o i n t 
Account. 

I f the foregoing c o n d i t i o n s are acceptable, please i n d i c a t e 
by s i g n i n g i n the space provided below and r e t u r n i n g one (1) 
copy of t h i s l e t t e r t o the undersigned at the l e t t e r h e a d 
address. 

Yours t r u l y , 

DEBBIE SINGLETON 
Land Department 

AGREED TO AND ACCEPTED THIS 

DAY OF 1990. 

PACIFIC ENTERPRISES OIL COMPANY (USA) 

BY: 

TITLE: 



INC. 

Mail Address: P.O. Box 122269 • Fort Worth. Texas 76121-2269 • Tel: 817-737-6678 

MAR 29 1990 

M. Cra ig C l a r k 
P a c i f i c Enterpr i se s O i l Company {USA) EX**1- * DEVEL. 
P. O. Box 3083 
Midland, Texas 79702-3083 

RE: Red Lake Prospect #6097 
TRIGG 28 Federal #1 Well 
W/2, Sec. 28, T-18S, R-27E 
Eddy County, New Mexico 

Dear Mr. Clark: 

I n e a r l i e r correspondence w i t h you, D a v o i l , I n c . wishes 
t o j o i n i n the d r i l l i n g of the TRIGG 28 Federal #1 Well 
w i t h a mutually agreeable o p e r a t i n g agreement. We wish 
t o add the f o l l o w i n g two clauses t b i t h e n O p e r a t i n g 
Agreement t o the referenced, dated February 23, 1990: 

ADD TO ARTICLE X. CLAIMS AND LAWSUITS p. 13 
Operator agrees t h a t i t * j j a , l l . at f i r s t n o t i c e 
of any c l a i m , n o t i f y «ie—part i e s i n w r i t i n g 
and by telephone t o r e p o r t c o n d i t i o n s , events, 
or accidents t h a t could g i v e r i s e t o a personal 
i n j u r y or p r o p e r t y damage l i a b i l i t y c l a i m , 
and w i l l a s s i s t and coord i n a t e the claims s e t t l e 
ment procedure between joxnt^^^rnfc c r e s t s and 
the t h i r d p a r t y c l a i m a n t s , O p o r a t o r — f u r t h e r 
a g r c o o , — 4 r € — o p e r a t o r — f a i l o — t e — g i v e — n o t i c e — i n 
;puf f i o i c n t — t i m e — f - e r - — t h e — p a r t i o G — i n o u r o d G — t o 
r e s p o n d — t e — c l a i m , t h e n — t h e — p a r t i c o — c o m p l e t e 
l i a b i l i t y , i n c l u d i n g — t t r e — p r i n c i p a l — c l a i m — a n d 
all—costs—and—OKpcncoc—©£—handling—of-—said 
- c l a i m — s h a l l — b e — b o r n — b y — t + t e — O p e r a t o r — a n d — s h a l l 
not be chargeable t o the—Joimir Account. 

ADD TO EXHIBIT 'D' INSURANCE ITEM I I I 
Operator agrees t h a t i t s h a l l , at f i r s t n o t i c e 
of any c l a i m , n o t i f y t-fte—parTTie-s i n w r i t i n g 
and by telephone t o r e p o r t c o n d i t i o n s , events, 
or accidents t h a t could give r i s e t o a personal 

Office: Suite 1208 Ridglea Bank Bldg.. Fort Worth. Texas 76116-5738, Telex 820213. 
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i n j u r y or pr o p e r t y damage l i a b i l i t y c l a i m , and 
w i l l a s s i s t and coordinate the claims settlement 
procedure between j-e-i orootc and the t h i r d 
p a r t y claimants» Operates? f u r t h e r agrees, i f 

Account• 

I f the foregoing c o n d i t i o n s are acceptable, please i n d i c a t e 
by s i g n i n g i n the space provided be.low and r e t u r n i n g one (1) 
copy o f t h i s l e t t e r t o the undersigned a t the l e t t e r h e a d 
address. 

Yours t r u l y , 

DEBBIE SINGLETON 
Land Department 

AGREED TO AND ACCEPTED THIS 

DAY OF 1990. 

PACIFIC ENTERPRISES OIL COMPANY (USA) 

BY: 

TITLE: 



MAR 30 1990 

EXPU. & DEVEL\ 

GREAT WESTERN DRILLING COMPANY 
Post Office Box 1659 • Midland, Texas 79702 • 915/682-5241 

March 30, 1990 

Re: Operating Agreement 
Tri g g 28 Federal #1 Well 
W/2 Section 28, T-18-S, R-27-E, 
Eddy County, New Mexico. 

P a c i f i c Enterprises O i l Company (USA) 
200 N. Loraine, Suite 400 
Midland, Texas 79702-3083 

A t t e n t i o n : Mr. M. Craig Clark 

Gentlemen: 

Attached please f i n d (1) one executed and n o t a r i z e d copy 
of signature page t o above captioned Agreement. This 
Operating Agreement has been executed by Great Western 
expressly subject to A r t i c l e I I I - I n t e r e s t s o f the P a r t i e s -
Subsection B, l i n e 15 through l i n e 23 being deleted i n i t s 
e n t i r e t y and the f o l l o w i n g language s u b s t i t u t e d t h e r e f o r . 

"payment of r o y a l t i e s ^ which s h a l l 
be borne as h e r e i n a f t e r set f o r t h . 

Each p a r t y e n t i t l e d to r e c e i v e a share o f production 
of- o i l and gas from the Contract Area s h a l l bear and 
pay or d e l i v e r or cause t o be p a i d or d e l i v e r e d t o the 
extent of i t s i n t e r e s t i n each lease c o n t r i b u t e d by 
such p a r t y to the Contract Area, the r o y a l t y and other 
payments out of produc t i o n burdening such lease and 
s h a l l hold the other p a r t i e s f r e e from any l i a b i l i t y 
t h e r e f o r " . 

A l l other provisions remain unchanged. I n the event the above 
c o n d i t i o n a l acceptance of t h i s Operating Agreement meets 
w i t h your acceptance, please s i g n and r e t u r n (1) one copy of 
t h i s l e t t e r to our o f f i c e . 
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Pacif i c Enterprises O i l Company (USA) 
March 30, 1990 

Thank you f o r your consideration and we look forward 
working w i t h you on t h i s project. 

Yours very t r u l y , 

GREAT WESTERN DRILLING COMPANY 

Mike S. Heathington 
Landman 

MSH/11 

Enclosure 

ACCEPTED AND AGREED TO THIS 
DAY OF APRIL, 1990. 

PACIFIC ENTERPRISES OIL COMPANY (USA) 

By: 
TitTeT 



Bonneville Fuels Corporation 
A Subsidiary of Bonneville Pacific Corporation 

March 23, 1990 

P a c i f i c E n t e r p r i s e s O i l Company (USA) 
P. 0. Box 3 08 3 
Midland, TX 79702-3083 

A t t n : Mr- M. Craig Clark 
Landman 

Re: Red Lake Prospect 
T r i g g 28 Federal #1 Well 
Eddy County, New Mexico 

Gentlemen: 

Bonneville Fuels Corporation i s i n r e c e i p t of your proposed 
Operating Agreement dated February 23, 1990 covering the W/2 of 
Section 28, T18S-R27W, Eddy County, New Mexico, r e l a t i v e t o t h e 
d r i l l i n g of the captioned w e l l . B o n n e v i l l e requests c e r t a i n 
amendment be made t o the s u b j e c t Operating Agreement as f o l l o w s : 

1. ) Page 2. A r t . I l l , B. and C. - This language needs t o be 
amended t o r e f l e c t t h e B e n e f i c i a l I n t e r e s t s of the p a r t i e s as 
t o the SW/4 of Section 28 as p r o v i d e d i n E x h i b i t A - l , 2, 3 (as 
r e v i s e d 8/1/78) t o t h a t c e r t a i n Rio Pecos U n i t Operating 
Agreement dated 4/2 6/7 6. 

2. ) Page 3, A r t . IV, B. - Delete l i n e s 18 through 61. I n l i n e 63, 
replace "other than those s e t f o r t h i n A r t i c l e s I V . B . l and 
IV.B.2 above" w i t h " i n c l u d i n g losses due t o t i t l e f a i l u r e " . 

3. ) E x h i b i t "C" - Copas 
a.) Page 1. A r t . 3.B - Provide f o r b i l l s t o be paid w i t h i n 

30 days. Provide f o r unpaid balances t o bear i n t e r e s t 
U/ • a t a r a t e of prime p l u s 1%. 

vb.) Page 3, A r t . 11, 8, l i n e 5 - Change the reference of 12% 
t o 8%. 

c.) Page 5, A r t . I l l , 2., l i n e 4. - F i l l i n $25,000.00 i n the 
space provided. 

4. ) E x h i b i t "E" - Gas Balancing Agreement - Add as paragraph 
number 9: "The p a r t i e s h e r e t o r e a l i z e t h a t due t o the 
l i a b i l i t i e s associated w i t h becoming an "underproduced" p a r t y 
under the terms hereof, i t i s not i n the best i n t e r e s t of any 
p a r t y hereto t o invoke gas b a l a n c i n g . I n order t o avoid t h i s 

{} s i t u a t i o n , Operator s h a l l g i v e n o t i c e t o non-operators which 
s h a l l prevent non-operators from i n v o l u n t a r i l y becoming an 
underproduced p a r t y . S p e c i f i c a l l y , Operator s h a l l n o t i f y non-
operator of operator's gas marketing arrangements a t l e a s t 10 

MAR 2 6 2990 

EXPL. & DEVEL. 

m m Brodduav Suiic I I Kl- l )cn\cr . Colorado x<0<>2. 3(H-M>3-1 SSS/l-'acsimile *tf.K<>>. | » 
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days p r i o r t o the s t a r t o f any p r o d u c t i o n month i n order f o r 
the non-operators t o e i t h e r e l e c t t o s e l l i t s share o f gas 
pro d u c t i o n under s a i d marketing arrangement or t o c o n c u r r e n t l y 
take i t s share o f p r o d u c t i o n i n k i n d and sep a r a t e l y market 
same. 

I f you have any questions or would l i k e t o discuss any o f the 
requests h e r e i n , please c o n t a c t t h e undersigned a t (303) 863-1555. 

Very t r u l y yours, 

BONNEVILLE FUELS CORPORATION 

L. D. L i l l o 
Senior Landman 

cc/Rio Pecos Corporation 
A t t n : Mr. Roger E l l i o t t 

Yates Petroleum Corporation 
A t t n : Mr. Mike Burch 



PACIFIC ENTERPRISES OIL COMPANY (USA) 

SOUTHWEST REGION 

M a r c h 2 , 1 9 9 0 200 N. Loraine. #400 
P.O. Box 3083 
Midland TX 79702-3083 
(915)664-3861 
(915) 684-6426 (Fax) 

TO: Working I n t e r e s t Owners 
(See Attached L i s t ) 

RE: Red Lake Prospect #6097 

T r i g g 28 Federal #1 Well 
Eddy County, New Mexico 

Gentlemen: 

Enclosed f o r your approval and execution i s a proposed 
Operating Agreement w i t h e x t r a s i g n a t u r e and acknowledgment pages, 
covering operations f o r the referenced w e l l . 

I f e v e r y t h i n g appears c o r r e c t , please execute and r e t u r n one 
(1) copy of the e x t r a s i g n a t u r e and acknowledgement page t o t h e 
a t t e n t i o n o f the undersigned. Should you have any questions or 
problems, please do not h e s i t a t e t o c o n t a c t me. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY (USA) 

M. Craig-Clark 
Landman 

MCC/dsr 

Enclosure 



WORKING INTEREST OWNERS 
TRIGG 28 FEDERAL #1 WELL 

Yates Petroleum Corporation 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Ms. Kathy P o r t e r 

Great Western D r i l l i n g Co. 
P.O. Box 1659 
Midland, TX 79702 
A t t n : Mr. Mike Heathington 

Exxon Company, U.S.A. 
P.O. Box 1600 
Midland, TX 70702 
A t t n : Mr. Joe B. Thomas 

James L. A l f o r d , J r . 
P.O. Box 489 
McComb, MS 39648 

J. Hiram Moore, Betty Jane 
Moore, Michael Harrison 
Moore, Trustees 
P.O. Box 1733 
Midland, TX 79702 
A t t n : Mr. Richard Moore 

Myco I n d u s t r i e s , I nc. 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Ms. Kathy Porter 

Yaties D r i l l i n g Company 
105'S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Ms. Kathy Porter 

Mr. Mark D. Wilson 
110 W. Louisiana, S u i t e 210 
Midland, TX 79701 

Bo n n e v i l l e Fuels Corporation 
1600 Broadway, S u i t e 1110 
Denver, CO 80202 
A t t n : Mr. La r r y L i l l o 

Read & Stevens, I n c . 
P.O. Box 1518 
Roswell, NM 88201 
A t t n : Mr. Joe Wigley 

Amoco Production Company 
P.O. Box 3092 
Houston, TX 77253 
A t t n : Mr. Houston Kauffman 

DEKALB Corporation 
1625 Broadway 
Denver, CO 8 02 02 
A t t n : Mr. K e i t h Ranum 

Mr. John H. T r i g g 
P.O. Box 520 
Roswell, NM 88202 

ABO Petroleum Corporation 
105 S. 4 t h St.. 
A r t e s i a , NM 88210 
A t t n : Ms. Kathy Porter 

D a v o i l , I n c . 
P.O. Box 122269 
F o r t Worth, TX 76121 
A t t n : Ms. Debbie Singleton 

Featherstone Development Co. 
1717 West Second S t r e e t 
Roswell, NM 88201 
ATTN: Mr. Joe Featherstone 



PACI=K ENTERPRISES OIL COMPANY (USA) 
MarAi*/29, 1990 SOUTHWEST REGION 

200 N. Loraine, #400 
P.O. Box 3083 
Midland TX 79702-3083 
(915) 684-3861 
(915) 684-6426 (Fax) 

TO: Working I n t e r e s t Owners 
(See Attached L i s t ) 

RE: Red Lake Prospect #6097 

Trigg 28 Federal #1 Well 
Eddy County, New Mexico 

Gentlemen: 

Some o f the p a r t i e s t o the Rio Pecos U n i t have requested t h a t 
the B e n e f i c i a l I n t e r e s t p r o v i s i o n not be d e l e t e d from t h e J o i n t 
Operating Agreement f o r the captioned W e l l . We have t h e r e f o r e 
enclosed a r e v i s e d page 14 t o r e f l e c t t h e i n c l u s i o n of t h e 
B e n e f i c i a l I n t e r e s t p r o v i s i o n . Also enclosed i s a new E x h i b i t A t o 
t h a t c e r t a i n Operating Agreement dated February 23, 1990. 

Please s i g n i f y your acceptance o f s a i d r e v i s i o n s by executing 
below and r e t u r n i n g one (1) copy o f t h i s l e t t e r t o the undersigned. 
Should you have any o b j e c t i o n s t o the proposed r e v i s i o n , please 
n o t i f y us as soon as po s s i b l e since our Compulsory Pooling Hearing 
i s scheduled f o r Wednesday, A p r i l 4, 1990. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY (USA) 

Landman 

MCC/dsr 
Enclosure 

AGREED TO AND ACCEPTED 
t h i s day of 1990 

YATES PETROLEUM CORPORATION 

By: 
Name:_ 
T i t l e : 

interests set f o r t h under Column 5 of Exh i b i t "A-3" to said OpeT&ting 



WORKING INTEREST OWNERS 
TRIGG 28 FEDERAL #1 WELL 

Yates Petroleum Corporation 
105 S. 4 t h St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Great Western D r i l l i n g Co. 
P.O. Box 1659 
Midland, TX 79702 
A t t n : Mr. Mike Heathington 

James L. A l f o r d , J r . 
P.O. Box 489 
McComb, MS 39648 

Bo n n e v i l l e Fuels Corporation 
1600 Broadway, S u i t e 1110 
Denver, CO 80202 
A t t n : Mr. L a r r y L i l l o 

Read & Stevens, I n c . 
P.O. Box 1518 
Roswell, NM 88201 
A t t n : Mr. Joe Wigley 

DEKALB Corporation 
1625 Broadway 
Denver, CO 80202 
A t t n : Mr. K e i t h Ranum 

J. Hiram Moore, Betty Jane 
Moore, Michael Harrison 
Moore, Trustees o f the 
Moore T r u s t 
P.O. Box 1733 
Midland, TX 79702 
A t t n : Mr. Richard Moore 

ABO Petroleum Corporation 
105 S. 4 t h St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Myco I n d u s t r i e s , I n c . 
105 S. 4 t h St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Yates D r i l l i n g Company 
105 S. 4 t h St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

D a v o i l , I n c . 
P.O. Box 122269 
F o r t Worth, TX 76121 
A t t n : Ms. Debbie S i n g l e t o n 

Featherstone Development Co. 
1717 West Second S t r e e t 
R o s w e l l , NM 88201 
A t t n : Mr. Joe Featherstone 

Mr. Mark D. Wilson 
110 W. Louisiana, S u i t e 210 
Midland, TX, 79701 



A.A.P.L. FORM 610 • MODEL FORM OPERATING AGREEMENT - 1982 

1 ARTICLE XIV. 

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

10 B. Governing Law: 
11 
12 This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach, 
13 remedies, procedures, righu, duties and interpretation or construction, shall be governed and determined by the law of the state in which 
14 the Contract Area is located. If the Contract Area is in two or more states, the law of the state of 
15 shall govern, 
16 
17 C. Regulatory Agencies: 
18 

19 Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights, 
20 privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated 
21 under such laws in reference to oil, gas and mineral operations, including the location, operation, or production of wells, on tracts offset-
22 ting or adjacent to the Contract Area. 
23 

24 With respect to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims 
25 and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation or application of rules, 
26 rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
27 plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
28 Operator's share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application. 
30 

31 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 
32 of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Profit Tax Aa 
33 of 1980", as same may be amended from time to time ("Act"), and any valid regulations or rules which may be issued by the Treasury 
34 Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information 
35 which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act. 
36 
37. - ARTICLE XV. 

38 OTHER PROVISIONS 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 

A. I f , at any time, there is more than one operation proposed i n 
connection with any well subject to t h i s agreement, then unless a l l 
p a r t i c i p a t i n g parties agree on the sequence of such operations, such proposals 
sha l l be considered and disposed of i n the following order of p r i o r i t y : 

1. Proposals to do additional t e s t i n g , coring or logging. 
2. Proposals to attempt completions, i n ascending order. 
3. Proposals to plug back and attempt completions, i n 

ascending order. 
4. Proposals to sidetract the w e l l . 

B. This agreement supersedes that certain Operating Agreement dated 
A p r i l 26, 1976 (as revised August 1, 1978) between Yates Petroleum 
Corporation, as Operator, and Inexco O i l Company, e t a l , as Non-Operators, 
insofar as said Operating Agreement covers the SW/4 of Section 28, Township 18 
South, Range 27 East, for a l l depths below the base of the San Andres to the 
top of the Mississippian Chester Limestone, as to a l l terms and provisions 
thereof, provided, however, the ownership interests of the parties i n the SW/4 
of Section 28 p r i o r to the pooling effectuated by t h i s agreement s h a l l be?̂  the 

62 
63 
64 

(A interests set f o r t h under Column 5 of Exhibit "A-3" to said Operating 
6 1 Agreement, taking into account such i n t e r e s t changes as may be found of j^cord 

i n Eddy County, New Mexico, The in t e r e s t i n production of the parties i n - the 
Southwest Quarter (SW/4) of Section 28, Township 18 South, Range 27 E a s t ^ f i a l l 
be governed by the Beneficial Interest i n Column 6 of said Exhibit "A-3"^ 

66 /-/ss ya$$i 

67 & f ~ ~ ^ 
68 
69 v * 
70 ^^j*£k. 

14 



EXHIBIT "A" 

Attached t o and made a p a r t of t h a t c e r t a i n Operating Agreement 
dated February 23, 1990, between P a c i f i c E n t e r p r i s e s O i l Company 
(USA), as Operator and Yates Petroleum Corporation, e t a l , as 
Non-Operators. 

Land Subject t o t h i s Agreement 

West Half (W/2) of Section 28, Township 18"South, Range 27 East, 
N.M.P.M., Eddy County, New Mexico. 

Depth R e s t r i c t i o n s 

Below the base of the San Andres t o the top of the M i s s i s s i p p i a n 
Chester Limestone. 

Working I n t e r e s t Percentages of a l l P a r t i e s t o t h i s Agreement 

WI BEFORE PAYOUT WI AFTER PAYOUT 

P a c i f i c E n t e r p r i s e s 
O i l Company (USA) 

John H. T r i g g 
Yates Petroleum Corporation 
B o n n e v i l l e Fuels Corporation 
Great Western D r i l l i n g Company 
Read & Stevens, I n c . 
James L. A l f o r d , J r . 
DEKALB Corporation 
J. Hiram Moore, Betty Jane 
Moore, Michael Harri s o n 
Moore, Trustees of the 
Moore Tr u s t 

Featherstone Development 
Company 

Myco I n d u s t r i e s , I n c . 
Abo Petroleum Corporation 
Yates D r i l l i n g Company 
Davoil I n c . 
Mark D. Wilson 

52.254600% 
.000000% 

8.219040%"^ 
8.730325% 
6.750410% 
5.352200% 
1.695200% 
0.000000% 

0.254300% 

0.050850% 
3.539595% 
3.539595% 
3.539595% 
3.719240% 
2 .355050% 

39.614750%* 
12.500000%* 
8.219040% 
8.730325% 
6.750410% 
5.352200% 
1.695200% 
0.139850%* 

0. 254300% 

0.050850% 
3.539595% 
3.539595% 
3.539595% 
3.719240% 
2.355050% 

100.000000% 100.000000% 

•Assuming t h a t John H. T r i g g and DEKALB Corporation 
e l e c t t o convert t h e i r ORRI a t payout. 

O i l and Gas Leases, Assignments and Agreements Subject 
t o t h i s Agreement 

1. S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

NM-13731 
United States of America 
Read & Stevens, I n c . 
June 1, 1971 
West Ha l f of the Southwest 
Quarter (W/2SW/4) Section 28, 
T-18-S, R-27-E, Eddy County, 
New Mexico 

2 . S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

NM-9817 
United States of America 
Raymond A. P a n i c i 
J u l y 1, 1969 
East Half of the Southwest 
Quarter (E/2SW/4) Section 28, 
T-18-S, R-27-E, Eddy County, 
New Mexico 

Revised 3-27-90 



S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

LC 060122 
United States of America 
John T. Bonner 
A p r i l 1, 1948 
Northwest Quarter (NW/4) 
Section 28, T-18-S, R-27-E, 
Eddy County, New Mexico 

Assignment of O v e r r i d i n g Royalty I n t e r e s t dated December 19, 
1979 recorded i n Book 184, Page 478 of the Eddy County, New 
Mexico Records,from John H. T r i g g , etux t o Yates E x p l o r a t i o n 
Company of an undivided 2.5% o v e r r i d i n g r o y a l t y i n t e r e s t 
i n s o f a r as i t covers the NW/4 of Section 28, T-18-S, R-27-E, 
Eddy County, New Mexico. 

Assignment dated J u l y 1, 1970 recorded i n book 74, Page 600 
of the Eddy County, New Mexico Records, from Raymond A. 
P a n i c i , etux t o Inexco O i l Company wherein assignors reserved 
a 5% o v e r r i d i n g r o y a l t y i n t e r e s t i n s o f a r as i t covers the 
E/2SW/4 of Section 28, T-18-S, R-27-E, Eddy County, New 

;Mexico 

6. Assignment dated March 23, 197 6 recorded i n Book 14 5, Page 
990 of the Eddy County, New Mexico Records, from Yates 
Petroleum Corporation, e t a l t o Mark _.J). Wilson of an 
o v e r r i d i n g r o y a l t y i n t e r e s t equal t o the d i f f e r e n c e between 
e x i s t i n g burdens and 25% i n s o f a r as i t covers the SW/4 of 
Section 28, T-18-S, R-27-E, Eddy County, New Mexico. 

7. Farmout Agreement dated December 1, 1989 by and between John 
H. T r i g g , etux as Farmor and Rio Pecos Corporation as Farmee 
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County, 
New Mexico. 

8. L e t t e r Agreement dated February 13, 1990 by and between Rio 
Pecos Corporation and P a c i f i c E n t e r p r i s e s O i l Company (USA) 
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County, 
New Mexico. 

9. Farmout Agreement by and between Amoco Production Company and 
P a c i f i c E n t e r p r i s e s O i l Company (USA) covering the SW/4 of 
Section 28, T-18-S, R-27-E, Eddy County, New Mexico. 

10. Farmout Agreement by and between DEKALB Corporation and 
P a c i f i c E n t e r p r i s e s O i l Company (USA) covering the SW/4 of 
Section 28, T-18-S, R-27-E, Eddy County, New Mexico. 

V. Addresses of P a r t i e s f o r Notice Purposes 

Yates Petroleum Corporation 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Great Western D r i l l i n g Co. 
P.O. Box 1659 
Midland, TX 79702 
A t t n : Mr. Mike Heathington 

James L. A l f o r d , J r . 
P.O. Box 489 
McComb, MS 3 9 648 

Bon n e v i l l e Fuels Corporation 
1600 Broadway, S u i t e 1110 
Denver, CO 80202 
A t t n : Mr. Larry L i l l o 

Read & Stevens, I n c . 
P.O. Box 1518 
Roswell, NM 88201 
A t t n : Mr. Joe Wigley 

DEKALB Corporation 
162 5 Broadway 
Denver, CO 80202 
A t t n : Mr. Kp - i t h 'Ranii-m 



i 

J. Hiram Moore, Betty Jane 
Moore, Michael Harrison 
Moore, Trustees of the 
Moore Trust 
P.O. Box 1733 
Midland, TX 79702 
A t t n : Mr. Richard Moore 

Myco I n d u s t r i e s , I n c . 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Yates D r i l l i n g Company 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Mr. Mark D. Wilson 
110 W. Louisiana, Suite 210 
Midland, TX 79701 

P a c i f i c E n t e r p r i s e s 
O i l Company (USA) 
P.O. Box 3 083 
Midland, TX 79702 
A t t n : Mr. John E. Lodge 

ABO Petroleum Corporation 
105 S. 4 t h St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

D a v o i l , I nc. 
P.O. Box 122269 
F o r t Worth, TX 7 6121 
A t t n : Ms. Debbie S i n g l e t o n 

Featherstone Development Co. 
1717 West Second S t r e e t 
Roswell, NM 88201 
ATTN: Mr. Joe Featherstone 

Mr. John H. T r i g g 
P.O. Box 520 
Roswell, NM 88202 



PACIFIC ENTERPRISES OIL COMPANY (USA) 
M a r c h 2 9 , 1990 

200 N. Loraine, #400 < 
P.O. Box 3083 
Midland TX 79702-3083 j \ P $ 2 1990 
(915)684-3861 
(915) 684-6426 (Fax) 

SOUTHWEST REGIi 

TO: Working I n t e r e s t Owners 
(See Attached L i s t ) 

EXPL * OEVEL 

RE: Red Lake Prospect #6097 

T r i g g 28 Federal #1 Well 
Eddy County, New Mexico 

Gentlemen: 

Some of the p a r t i e s t o the Rio Pecos U n i t have requested t h a t 
the B e n e f i c i a l I n t e r e s t p r o v i s i o n not be de l e t e d from the J o i n t 
Operating Agreement f o r the captioned W e l l . We have t h e r e f o r e 
enclosed a r e v i s e d page 14 t o r e f l e c t t he i n c l u s i o n of the 
B e n e f i c i a l I n t e r e s t p r o v i s i o n . Also enclosed i s a new E x h i b i t A t o 
t h a t c e r t a i n Operating Agreement dated February 23, 1990. 

Please s i g n i f y your acceptance o f s a i d r e v i s i o n s by executing 
below and r e t u r n i n g one (1) copy o f t h i s l e t t e r t o the undersigned. 
Should you have any o b j e c t i o n s t o t h e proposed r e v i s i o n , please 
n o t i f y us as soon as p o s s i b l e since our Compulsory Pooling Hearing 
i s scheduled f o r Wednesday, A p r i l 4, 1990. 

Very t r u l y yours, 

PACIFIC ENTERPRISES 
OIL COMPANY (USA) 

Landman 

MCC/dsr 
Enclosure 

AGREED TO AND ACCEPTED 
t h i s J & ^ d a y o f /^S^oV 1990 

Mark D. Wilson 



Survey Results — 1989 
Region: West Texas and Eastern New Mexico-5 

Oil Wells 

Depth in Feet 
Responses But 
1989 1988 Over Not Over 
147 214 0- 5,000 
115 163 5,000- 10,000 
42 76 10,000- 15,000 
10 26 15,000- 20,000 
10 16 20,000 
32 29 No Depth Limit 

Monthly Drilling Well Rates 
1989 1988 

A verage A verage 
or Mean Median or Mean Median 
$ 3,487 $ 3,000 $ 3,069 $ 3,000 

4,541 4,000 4,066 4,000 
6,082 5,000 4,939 5,000 
6,042 6,000 5,594 5,763 
5,679 5,737 5,554 5,953 
5,396 5,490 4,961 5,200 

Monthly Producing Well Rates 
1989 1988 

A verage A verage 
or Mean Median or Mean Median 

335 $ 300 $ 318 $ 300 
438 400 407 390 
581 500 520 500 
649 620 634 592 
619 620 673 595 
541 570 561 530 

Gas WeHs 

Monthly Drilling Well Rates Monthly Producing Well Rates 
Depth in Feet 1989 1988 1989 1988 

Responses But A verage A verage A verage A verage 
1989 1988 Over Not Over or Mean Median or Mean Median or Mean Median or Mean Median 
115 151 0- 5,000 $ 3,265 $ 3,042 $ 3,202 $ 3,000 $ 318 $ 300 $ 325 $ 300 
86 119 5,000- 10,000 4,914 4,000 4,109 4,000 469 400 419 400 
38 64 10,000- 15,000 6,134 5,000 4,940 5,000 566 450 524 500 
11 23 15,000- 20,000 6,049 6,000 5,434 5,658 642 620 633 582 
10 15 20,000 5,674 5,688 5,506 5,953 620 620 676 595 
32 28 No Depth Limit 5,320 5,490 5,035 5,000 535 562 567 530 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982 

I OPERATING AGREEMENT 

3 THIS AGREEMENT, entered into by and between Pacif ic Enterprises Oil Company (USA) 
4 , hereinafter designated and 
5 referred to as "Operator", and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein 

6 as "Non-Operator", and collectively as "Non-Operators". 

7 
8 WITNESSETH: 

9 
10 WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in 
I I Exhibit " A " , and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the 
12 production of oil and gas to the extent and as hereinafter provided, 
13 

14 NOW, THEREFORE, it is agreed as follows: 

15 
16 ARTICLE I . 
17 DEFINITIONS 
18 

19 As used in this agreement, the following words and terms shall have the meanings here ascribed to them: 
20 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 
21 and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated. 
22 B. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 
23 lying within the Contract Area which are owned by the parties to this agreement. 
24 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of land lying within the 
25 Contract Area which are owned by parties to this agreement. 
26 D. The term "Contract Area" shall mean all of 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, oil and gas leasehold interests and oil and gas interests 
28 are described in Exhibit " A " . 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any state or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 O. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in and pay its share of the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 

36 in a proposed operation. 

37 

38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the 
39 singular, and the neuter gender includes the masculine and the feminine. 
40 
41 ARTICLE I I . 
4 2 EXHIBITS 
43 

44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 
45 QD A. Exhibit " A " , shall include the following information: 
46 (1) Identification of lands subject to this agreement, 
47 (2) Restrictions, if any, as to depths, formations, or substances, 
48 (3) Percentages or fractional interests of parties to this agreement, 
49 (4) Oil and gas leases and/or oil and gas interests subject to this agreement, 
30 (5) Addresses of parties for notice purposes. 
51 BO B. Exhibit " B " , Form of Lease. 
52 BO C. Exhibit "C", Accounting Procedure. 
53 BC D. Exhibit " D " , Insurance. 
54 BS E. Exhibit "E" , Gas Balancing Agreement. 
55 05 F. Exhibit "F" , Non-Discrimination and Certification of Non-Segregated Facilities. 
56 • G. Exhibit " G " , Tax Partnership. 

57 If any provision of any exhibit, except Exhibits "E" and " G " , is inconsistent with any provision contained in^he body 
58 of this agreement, the provisions in the body of this agreement shall prevail. •<! 

59 £ 
60 ft: 
61 
62 >!B 
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1 A R T I C L E I I I . 

2 I N T E R E S T S O F P A R T I E S 

3 

4 A. Oil and Gas Interests: 
5 
6 If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement 
7 and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit " B " , and the owner thereof 
8 shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder. 
9 

10 B. Interests of Parties in Costs and Production: 

11 
12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne and 
13 paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set 
14 forth in Exhibit " A " . In the same manner, the parties shall also own all production of oil and gas from the Contract Area subject to the 

15 payment of rnyalfip^in ihn fiitnni nf which fihall hr borne ar, hereinafter aot forth. 

16 
17 Regardless of which party has contributed the lease(s) and/or oil and gas interests) hereto on which royalty is due and 
18 payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or 
19 cause to be paid or delivered, to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the 
20 other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received 
21 by such party, to any other party's lessor or royalty owner, and if any such other party's lessor or royalty owner should demand and 
22 receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to 
23 such higher price. 
24 

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

26 

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

28 
29 Unless changed by .other provisions, if the interest of any party in any lease covered hereby is subject to any royalty, 
30 overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article III.B., such party so 
31 burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any 

32 and all claims and demands for payment asserted by owners of such excess burden. 

33 

34 D. Subsequently Created Interests: 

35 
36 If any party should hereafter create an overriding royalty, production payment or other burden payable out of production 
37 attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit " A " , or 
38 was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged and 
39 accepted obligation of all parties (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 
43 1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or a portion 
44 of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and/or 
45 production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party, 
46 or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest; 

47 and, 

48 
49 2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be 
50 enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of 

51 the burdened party. 

52 
53 ARTICLE IV. 
54 TITLES 
55 
56 A. Title Examination: 
58 Title examination shall be made on the drillsite of any proposed well prior to commencement of 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,pe includ-
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. At the time a well is proposed, each party contributing leases andjpr bil and 
62 gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status 
63 reports), title opinions, title papers and curative material in its possession free of charge. All 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 by Operator. Op^nttor shall 
65 cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furnished to each party 
66 hereto. The cost incurred by Operator in this title program shall be borne as follows: f 
67 .. 3 , 
68 D 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 Exhibit-''C", 
70 and shall not be a direct charge, whether performed by Operator's staff attorneys or by outside attorneys. 

-2-
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ARTICLE IV 
continued 

1 CS Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination 
2 (including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions) shall be borne by the Drilling Parties 
3 in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
4 hibit " A " . Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 

5 functions. 
6 
7 Each party shall be responsible for securing curative matter and pooling amendments or agreements required in connection 
8 with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling 
9 designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders. 

10 This shall not prevent any party from appearing on its own behalf at any such hearing. 
11 
12 No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling uni; has been examined as above 
13 provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-

14 ticipate in the drilling of the well. 
15 

16 B. Loss of Title: 
17 
18 1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a 
19 reduction of interest from that shown on Exhibit " A " , the party contributing the affected lease or interest shall have ninety (90) days 
20 from final determination of tide failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
21 tion will not be subject to Article VIII.B., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil 
22 and gas leases and interests: and, 
23 (a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be 
24 entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred, 
25 but there shall be no additional liability on its part to the other parties hereto by reason of such title failure; 
26 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has 
27 been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-
28 curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract 
29 Area by the amount of the interest lost; 
30 (c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is 
31 increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase in such sn-
32 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such 
33 well; 
34 (d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the title which has 
35 failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the party or parties 
36 who bore the costs which are so refunded; 

37 (e) Any liability to account to a third party for prior production of oil and gas which arises by reason of title failure shall be 
38 borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and, 
39 (0 No charge shall be made to the joint account for legal expenses, fees or salaries, in connection with the defense of the interest 
40 claimed by any party hereto, it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in 
41 connection therewith. 
42 
43 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well 
44 payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates, 
45 there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required 
46 payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment, 
47 which acquisition will not be subject to Article VIII.B., the interests of the parties shall be revised on an acreage basis, effective as of the 
48 date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in 
49 the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the 
50 required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to 
51 the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled 
53 or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 
54 (a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest, on an acreage basis, 
55 up to the amount of unrecovered costs; 
56 (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of 
57 oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease 
58 termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
59 portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, jj, 
60 (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 
61 lost, for the privilege of participating in the Contract Area or becoming a party to this agreement. 
62 tf; 
63 3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.l. and IV.B.2. above, shall be joijnVlosses 
64 and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining portion of 
65 the Contract Area. "\ 
66 . 
67 .;;,<"\v:-\ 
68 i r-l V ) 
69 
70 
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1 ARTICLE V. 

2 OPERATOR 

3 
4 A. Designation and Responsibilities of Operator: 

6 Pac i f ic Enterprises Oil Company (USA) shall be the 
7 Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and 
8 required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shall 
9 have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross 

10 negligence or willful misconduct. 

11 
12 B. Resignation or Removal of Operator and Selection of Successor: 

13 
14 1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as 
16 Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator 
17 may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 
18 affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action 
21 by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier 
22 date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or structure of Operator or transfer of Operator's interest to any single subsidiary, parent or successor corporation shall not 
24 be the basis for removal of Operator. 
25 
26 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by 
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 (2) 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 
30 succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based 
31 on ownership as shown on Exhibit " A " remaining after excluding the voting interest of the Operator that was removed. 
32 
33 C. Employees: 
34 
35 The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 
36 compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contracts: 
39 
40 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so 
41 desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
44 dependent contractors who are doing work of a similar nature. 
45 
46 
47 
48 
49 ARTICLE V I . 

50 DRILLING AND DEVELOPMENT 
51 

52 A. Initial Well: 

53 
54 On or before the—1st 0 f May t IQ 90 _ Operator shall commence the drilling of a well for 
55 oil and gas at the following location: 
56 
57 2030' FNL and 1980' FWL of Section 28, T-18-S, R-27-E, Eddy County, New Mexico 
58 
59 4jr 
60 and shall thereafter continue the drilling of the well with due diligence to t e s t the Morrow Format ion Orjtfto a 

61 depth of 10,000 feet, whichever is the lesser. >p 
63 
64 
65 unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impraqt^al, is en-
66 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. .•.'-'"••::\i'V' ( 
67 . r i " N : ' \ 
68 Operator shall make reasonable tests of all formations encountered during drilling which give indication bf . containing oil and 
69 gas in quantities sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations' in which 
70 event Operator shall be required to test only the formation or formations to which this agreement may apply. 

-4-
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A R T I C L E VI 
continued 

If, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the 
well as a dry hole, the provisions of Article VI.E.l. shall thereafter apply. 

B. Subsequent Operations: 

1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided 
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all 
the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the 
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice 
within which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If a drill
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be 
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within 
the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or 
response given by telephone shall be promptly confirmed in writing. 

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice 
period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties, 
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain 
permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex
amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI , if the 
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and 
if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor
dance with the provisions hereof as if no prior proposal had been made. 

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article VI.B.l. cr VII.D.l. (Option 
No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties 
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of 
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is 
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all 
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is 
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con
senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con
ditions of this agreement. 

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable 
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as 
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours 
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par
ticipation to such party's interest as shown on Exhibit " A " or (b) carry its proportionate part of Non-Consenting Parties' interests, and 
failure to advise the 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, 
at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision. 

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have 
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involve^in such 
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. 
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface locatio|i at their 
sole cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this Article results% a pro
ducer of oil and/or gas in paying quantities, the Consenting Parties shall complete and equip the well to produce at their sole costĵ A'd risk, 
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ARTICLE V I 
continued 

1 and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
2 ties. Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties 
3 in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, 
4 and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting 
5 Party's interest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or 
6 market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-
7 terests not excepted by Article III.D. payable out of or measured by the production from such well accruing with respect to such interest 

8 until it reverts) shall equal the total of the following: 

9 
10 
11 
12 (a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead 
13 connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such 
14 Non-Consenting Party's share of the cost of operation of the well commencing with first production and continuing until each such Non-
15 Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
16 Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such NonConsenting 
17 Party had it participated in the well from the beginning of the operations; and 
18 
19 
20 
21 (b) 300 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing, 
22 after deducting any cash contributions received under Article VIII.C, and 300 % of that portion of the cost of newly acquired equip-
23 ment in the well (to and including the wellhead connections), which would have been chargeable to such Non-Consenting Party if it had 
24 participated therein. 
25 
26 
27 
28 An election not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-
29 working or plugging back operation proposed in such a well, or portion thereof, to which the initial Non-Consent election applied that is 
30 conducted at any time prior to full 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 of the cost of operation of said well 
32 and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent (100%) of that portion of the costs of 
33 the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If 
34 such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article VLB. shall be ap-
35 plicable as between said Consenting Parties in said well. 
36 
37 
38 
39 During the period of time Consenting Parties are entitled to receive Non-Consenting Party'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 
41 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 
45 
46 In the case of any reworkjng, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, free 
47 of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Parties shall account for all such equip-
49 ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage. 
50 
51 
52 
53 Within sixty (60) days after the completion of any operation under this Article, the party 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 of drilling, deepening, plugging back, testing, completing, and equipping the well for production; or, at its 
56 option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
57 ings. Each month thereafter, during the 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 quantity of oil and gas produced from it and the amount ofproceeds 
60 realized from the sale of the well's working interest production during the preceding month. In determining the quantity of gi! and gas 
61 produced during any month, Consenting Parties shall use industry accepted methods such as, but not limited to, metering a 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 NonConsenting Party had it participated therein shall be credited against the total unretuTned costs 
64 of the work done and 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 Party. Ji ; 

66 V ' . i f i 
67 V " > J \ 
68 : i • • • • V 
69 ! ?r-. 
70 , , 
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ARTICLE V I 
continued 

1 If and when the Consenting Parties recover from a NonConsenting Party's relinquished interest the amounts provided for above, 
2 the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
3 Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production 
4 therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling, reworking, deepening or plugging 
5 back of said well. Thereafter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of 
6 the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto. 
7 
8 
9 

10 Notwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all parties, no wells shall 
11 be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing, unless such 
12 well conforms to the then-existing well spacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VI.A. 
17 except (a) as to Article VII,D.l. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well 
18 after it has been drilled to the depth specified in Article VI.A. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
19 duction, ceases to produce in paying quantities. 
20 
21 
22 
23 3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been 
24 completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party's notice proposing a 
25 reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
26 ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration 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 operation, but if the proposal is subsequently 
29 withdrawn because of insufficient participation, such stand-by costs shall 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 all Consenting Par-
31 ties. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening" operation shall 
36 also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole 
37 location (herein called "sidetracking"), unless done to straighten the hole or to drill around junk in the hole or because of other 
38 mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the 
39 affected well bore at the time of 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 for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in 
45 the initial drilling of the well down to the depth at which the sidetracking operation is initiated. 
46 
47 
48 

49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well's 
50 salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the 
51 provisions of Exhibit "C", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. 
52 
53 
54 
55 In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location, the response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and 
57 receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time 
58 incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
59 by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each exacting par-
60 ty's interest as shown on Exhibit " A " bears to the total interest as shown on Exhibit " A " of all the electing parties. In another in-
61 stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. 
62 rt* 
63 
64 
65 C. TAKING PRODUCTION IN KIND: T i 
66 .^-M 
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 operations and in preparing and treating' oil arid gas for 
69 marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separa^edisgisition by any 
70 party of its proportionate share of the production shall be borne by such party. Any party taking its share of prodiic^tioriin^gfrshall be 
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1 required to pay for only its proportionate share of such part of Operator's surface facilities which it uses. 

2 
3 Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from 
4 the Contract Area, and, except as provided in Article VII.B., shall be entitled to receive payment directly from the purchaser thereof for 
5 its share of all production. 
6 
7 In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of 
8 the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not 
9 the obligation, to purchase such oil or sell it to others at any time and from time to time, for the account of the non-taking party at the 

10 best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the 
11 owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously 
12 delivered to a purchaser. Any purchase or sale by Operator of any other party's share of oil shall be only for such reasonable periods of 
13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess 
14 of one (1) year. 
15 
16 In the event one or more parties' separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales to 
18 be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing 
19 agreement between the parties hereto, whether such an agreement is attached as Exhibit "E" , or is a separate agreement. 
20 
21 D. Access to Contract Area and Information: 
22 
23 Each party shall have access to the Contract Area at all reasonable times, at its sole cost and risk to inspect or observe operations, 
24 and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator's books 
25 and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with 
26 governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of 
27 each month, and shall make available samples of 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: 
32 
33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2., any well which has'been 
34 drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned 
35 without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
37 such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in 
38 accordance with applicable regulations and 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. 
41 

42 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted 
43 hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a 
44 producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall 
45 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within 
46 thirty (30) days after receipt ofnptice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well, 
47 those wishing to continue its operation from the intervals) of the formation(s) then open to production shall tender to each of the other 
48 parties its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of 
49 Exhibit "C", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign 
50 the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and 
51 material, all of its interest in the well and related equipment, together with its interest in the leasehold estate as to, but only as to, the in-
52 terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and 
53 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 formations then open to production, for a term of one (1) year and so long thereafter 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 4 r 

60 
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1 " B " - The assignments or leases so limited shall encompass the "drilling unit" upon which the well is located. The payments by, and the 
2 assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the 
3 Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of 
4 interests in the remaining portion of the Contract Area. 

5 
6 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production from 
7 the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-
8 quest, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
9 templated by this agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the assigned 

10 well. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to 
11 repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-
12 visions hereof. 
13 
14 3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.l. or V1.E.2. above shall be applicable as between 
15 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be 
16 permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified 
17 of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article 
18 VI.E. 
19 
20 ARTICLE V I I . 
2 1 EXPENDITURES AND LIABILITY OF PARTIES 
22 

23 A. Liability of Parties: 
24 
2 ^ The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and 
26 shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted 
27 among the parties in Article VII.B. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor 
28 shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners. 
29 
30 B. Liens and Payment Defaults: 
31 

32 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share 
33 of oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of expense, together with interest thereon 
34 at the rate provided in Exhibit "C". To the extent that Operator has a security interest under the Uniform Commercial Code of the 
35 state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
37 rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share 
38 of expense, Operator shall have the right, without prejudice to other rights or remedies, to collect from the purchaser the proceeds from 
39 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 
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien 
41 and security interest to the Non-Operators to secure payment of Operator's proportionate share of expense. 
42 

43 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by 
44 Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
45 the interest of each such party bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain 
46 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 
47 v.-

48 C. Payments and Accounting: 
49 
50 Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incurred in the development 
51 and operation of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-
52 tionate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder, 
53 showing expenses incurred and charges and credits made and received. 
54 

55 Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding 
57 month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together 
58 with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted 
59 on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimate within 
60 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 
61 due shall bear interest as provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances and actual ex-
62 pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. $T 
63 ^ 
64 D. Limitation of Expenditures: ' Hi 
65 i - : 

• rrr.f 
66 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well drilled, pr'̂ eepened 
67 pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall includedY x 

68 j ' J , 
69 - 7r> 
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1 • Option No. 1: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including 

2 necessary tankage and/or surface facilities. 

3 
4 K3 Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its 
5 authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice 
6 to the Non-Operators who have the right to participate in the completion costs. The parties receiving such notice shall have forty-eight 
7 (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect to participate in the setting of casing and the completion at-
8 tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
9 eluding necessary tankage and/or surface facilities. Failure of any party receiving such notice to reply within the period above fixed shall 

10 constitute an election by that party not to participate in the cost of the completion attempt. If one or more, but less than all of the parties, 
11 elect to set pipe and to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase "reworking, deepening or plugging 
12 back" as contained in Article VI.B.2. shall be deemed to include "completing") shall apply to the operations thereafter conducted by less 
13 than all parties. 
14 
15 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or 
16 plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall 
17 include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage 

18 and/or surface facilities. 

19 
20 3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated 
21 to require an expenditure in excess of Twen ty Thousand and n o / 1 0 0 Dollars (t 2 0 . 0 0 0 . 0 0 ) 
22 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been 
23 previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 
24 emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting 
27 an information copy thereof for any single project costing in excess nf Twenty Thousand and no/100 
28 Dollars 1% 2 0 , 0 0 0 . 0 0 ) but less than the amount first set forth above in this paragraph. 
29 
30 E. Rentals, Shut-in Well Payments and Minimum Royalties: 

31 
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms ot any lease shall be paid by the 
33 party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
34 tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payments for and on 
35 behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of 
36 failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-

38 visions of Article IV.B.2. 

39 
40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production 
41 of a producing gas 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 by Operator to so notify 
43 Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payment 
44 shall be borne jointly by the parties hereto under the provisions of Article IV.B.3. 

45 

46 F. Taxes: 

47 
48 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property 
49 subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 
50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not 
51 be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
52 Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
53 riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or 
54 owners of such leasehold estate, and Operator 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 of 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 in accordance with the tax 
57 value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in 
58 the manner provided in Exhibit "C" . 

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 all parties agree to abandon the protest prior to final deter-
62 mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes'and any 
63 interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for th.e^olnt 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". r f 

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 the production or handling of such party's share of oil and/or gas produced under the terms of this agreement. f : • \ ' 
69 ~ 
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I G. Insurance: 

2 
3 At all times while operations are conducted hereunder, Operator shall comply with the workmen's compensation law of 
4 the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com-
5 pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit "C". Operator shall 
6 also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit " D " , attached to and made a part 
7 hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensation 

8 law of the state where the operations are being conducted and to maintain such other insurance as Operator may require. 

9 
10 In the event automobile public liability insurance is specified in said Exhibit " D " , or subsequently receives the approval of the 

I I parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment. 

12 
13 ARTICLE V I I I . 
14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 
15 
16 A. Surrender of Leases: 
17 
18 The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole 

19 or in part unless all parties consent thereto. 

20 
21 However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in 
23 such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production 
24 thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
25 terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering 
26 such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such 
27 lease to be on the form attached hereto as Exhibit " B " . Upon such assignment or lease, the assigning party shall be relieved from all 
28 obligations thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well 
29 attributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
30 duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the 
31 party assignor or lessor the reasonable salvage value of the latter's interest in any wells and equipment attributable to the assigned or leas-
32 ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit "C", less the estimated cost of 
33 salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor of more than one party, the interest 

34 shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties. 

35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering 
37 party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage 
38 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 

39 agreement. 

40 

41 B. Renewal or Extension of Leases: 

42 
43 If a n v party secures a renewal of any oil and gas lease subject to this agreement, all other parties shall be notified promptly, and 
44 shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the 
45 renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
46 portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the 

47 interests held at that time by the parties in the Contract Area. 

48 
49 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the parties 
50 who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area 
51 to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease. 

52 Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement. 

53 
54 Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 
55 by the acquiring party. 

56 
57 The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease 
58 or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or 
59 contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease tak«q or con-
60 tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be^ubject to 
61 the provisions of this agreement. ,V. 
o2 f;; 
63 The provisions in this Article shall also be applicable to extensions of oil and gas leases. fff r ' 
64 "jr* 
65 C. Acreage or Cash Contributions: ^ | -
66 
67 While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or;"any other 
68 operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation ahd shall be 
69 applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party.to"whpffrjhe con-70 tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Partiesir^the n^|^rtions 
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1 said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be 
2 governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contributions 
3 it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall also be applicable to op-

4 tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area. 

5 
6 If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such 

7 consideration shall not be deemed a contribution as contemplated in this Article VIII.C. 

8 
9 D. Maintenance of Uniform Interest: 

10 
11 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no 
12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells, 
13 equipment and production unless such disposition covers either: 
14 

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

16 

17 2. an equal undivided interest in all leases and equipment and production in the Contract Area. 

18 

19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement 

20 and shall be made without prejudice to the right of the other parties. 

21 
22 If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion, may 
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for 
24 and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
25 party's interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter 
26 into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract 
27 Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 
28 
29 E. Waiver of Rights to Partition: 
30 
31 If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an 
32 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 
34 
35 F. Piefeieiitial Right lu Punhuji . 
36 
37 Should any party desire to will all or any pan of ito interoatD undor thio agrccmcnti or ito rightc and interims in tho CDntgwt 
38 Area, it shall promptly give written notice to the other parties, with full information concerning its proposed sale^w^iii^hatHnclude the 
39 name and address of the prospective purchaser (who must be ready, willing and able to purchase^jjh^^mrffiaseprice, and all other terms 
40 of the offer. The other parties shall then have an optional prior right, for a periodjjfjerrtTflydays after receipt of the notice, to purchase 
41 on the same terms and conditions the interest which the nthrrriflixy jrr^rvir^itn sell; and, if this optional right is exercised, the purchas-
42 ing parties shall share the purchased interesHrjjli*^rtT5p^rtions that the interest of each bears to the total interest of all purchasing par-
43 ties. However, there shallbe^ne-prefeTential right to purchase in those cases where any party wishes to mortgage its interests, or to 
44 dispose ofitsjBiefesrrtyrnerger, reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-

45 fml t fu i lo a subsidiary of a parent company! or to any company in which uny ono party owns a majority of the atopic, 

46 
47 ARTICLE IX. 
48 INTERNAL REVENUE CODE ELECTION 
49 
50 This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association 
51 for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax 
53 purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affected elects to be excluded 
54 from the application of all of the provisions of Subchapter " K " , Chapter 1, Subtitle " A " , of the Internal Revenue Code of 1954, as per-
55 mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
56 ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, 
58 and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further 
59 evidence of this election, each Such party shall execute such documents and furnish such other evidence as may be required by the 
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other 
61 action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which theGontract 
62 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter " K " , Chapter 1, 
63 Subtitle " A " , of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Code is per-
64 mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing elec-
65 tion, each such party states that the income derived by such party from operations hereunder can be adequately determined without the 
66 computation of partnership taxable income. 
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1 ARTICLE X. 

2 CLAIMS AND LAWSUITS 
3 
4 Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure 
5 does not exceed Ten Thousand and n o / 1 0 0 Dollars 
6 f i 1 0 . 0 0 0 . 0 0 )and if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-
7 ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is 
8 delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
9 pense of the parties participating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is 

10 sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given 
11 Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim 
12 or suit involving operations hereunder. 

13 

14 ARTICLE XI. 

15 FORCE MAJEURE 

16 
17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than 
18 the obligation to make money payments, that party shall give to all other parties prompt written notice of the force majeure with 
19 reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by the force 
20 majeure, shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable 

21 diligence to remove the force majeure situation as quickly as practicable. 

22 
23 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely 
25 within the discretion of the party concerned. 
26 
27 The term "force majeure", as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of 
28 the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint 
29 or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is 

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

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

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

42 
43 ARTICLE XIII. 

44 TERM OF AGREEMENT 

45 
46 This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the 
47 period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any 

48 lease or oil and gas interest contributed by any other party beyond the term of this agreement. 

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

52 
53 Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this 
54 agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or 
55 wells produce, or are capable of production, and for an additional period of 90 days from cessation of all production; provided, 
56 however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
57 ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opera-
58 tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the event the 
59 well described in Article VI.A., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, of capable 
60 of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back of' rework-
61 ing operations are commenced within 90 days from the date of abandonment of said well. ^ 
62 i~> 
63 It ' s agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability which has 
64 accrued or attached prior to the date of such termination. 
65 
66 V 
67 - • s ft 
68 ; A; 4> 
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1 ARTICLE XIV. 

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

10 B. Governing Law: 
11 

12 This agreement and all matters pertaining hereto, including, but not limited to, matters of performance, non-performance, breach, 
13 remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which 
14 the Contract Area is located. If the Contract Area is in two or more states, the law of the state of New M e x i c o 
15 shall govern. 
16 
17 C. Regulatory Agencies: 
18 

19 Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights, 
20 privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated 
21 under such laws in reference to oil, gas and mineral operations, including the location, operation, or production of wells, on tracts offset-
22 ting or adjacent to the Contract Area. 
23 

24 With respect to operations hereunder, Non-Operators agree to release Operator from Uriy and all losses, damages, injuries, claims 
25 and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation or application of rules, 
26 rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
27 plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
28 Operator's share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application. 
30 
31 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 
32 of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Profit Tax Aa 
33 of 1980", as same may be amended from time to time ("Aa"), and any valid regulations or rules which may be issued by the Treasury 
34 Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information 
35 which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Aa. 
36 
37 ARTICLE XV. 

38 OTHER PROVISIONS 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

A. I f , at any time, there i s more than one operation proposed i n 
connection with any well subject to t h i s agreement, then unless a l l 
p a r t i c i p a t i n g parties agree on the sequence of such operations, such proposals 
s h a l l be considered and disposed of i n the following order of p r i o r i t y : 

1. Proposals to do additional t e s t i n g , coring or logging. 
2. Proposals to attempt completions, i n ascending order. 
3. Proposals to plug back and attempt completions, i n 

ascending order. 
4. Proposals to sidetract the w e l l . 

B. This agreement supersedes that certain Operating Agreement dated 
A p r i l 26, 1976 (as revised August 1, 1978) between Yates Petroleum 
Corporation, as Operator, and Inexco O i l Company, e t a l , as Non-Operators, 
insofar as said Operating Agreement covers the SW/4 of Section 28, Township 18 
South, Range 27 East, for a l l depths below the base of the San Andres to the 
top of the Mississippian Chester Limestone, as to a l l terms and provisions 
thereof, provided, however, the ownership interests of the parties i n the SW/4 
of Section 28 p r i o r to the pooling effectuated by t h i s agreement s h a l l be^. the 
interests set f o r t h under Column 5 of Exhibit "A-3" to said OpeB&ting 
Agreement, taking into account such int e r e s t changes as may be found of cecord 
i n Eddy County, New Mexico. The int e r e s t i n production of the parties iw£ the 
Southwest Quarter (SW/4) of Section 28, Township 18 South, Range 27 Eastjfeflall 
be governed by the Beneficial Interest i n Column 6 of said Exhibit "A-3"^ 

14 • 
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28 

29 
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31 
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33 
34 
35 
36 
37 
38 
39 
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41 
42 
43 
44 
45 
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47 
48 
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ARTICLE X V I . 

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

IN WITNESS WHEREOF, this agreement shall be effective as of 2 3 r d day of F e b r u a r y , 19 90 . 

O P E R A T O R 

PACIFIC ENTERPRISES OIL COMPANY (USA) 

YATES PETROLEUM CORPORATION 

ẑ John E. Lodg§==*̂  
Land Manager 

N O N - O P E R A T O R S 

BONNEVILLE FUELS CORPORATION 

GREAT WESTERN DRILLING COMPANY 

EXXON COMPANY, U.S.A. 

JAMES L. ALFORD, JR. 

J. HIRAM MOORE, BETTY JANE MOORE, 
MICHAEL HARRISON MOORE, TRUSTEES 
OF THE MOORE TRUST 

MYCO INDUSTRIES, INC. 

YATES DRILLING COMPANY 

READ & STEVENS, INC. 

AMOCO PRODUCTION COMPANY 

DEKALB CORPORATION 

FEATHERSTONE DEVELOPMENT COMPANY 

ABO PETROLEUM CORPORATION 

DAVOIL INC. 

2r>//.\-

HEW. 

MARK D. WILSON JOHN H. TRIGG 
15-



STATE OF TEXAS } 
} 

COUNTY OF MIDLAND } 

This instrument was acknowledged before me on March 5 t h , 1990, 
by John E. Lodge, Land Manager o f PACIFIC ENTERPRISES OIL COMPANY 
(USA), a C a l i f o r n i a Corporation. 

My Commission. Expires: 
7-25-91 

Notary P u b l i c i n ai 
the State o f Texas 
Notary's P r i n t e d Name: 
Diedre Schiemenz Rush 

.7 
f o r 

[CORPORATION] 

STATE OF 

COUNTY OF 

This instrument was acknowledged before me on March 
by , o f 
a Corporation. 

1990, 

My Commission Expires: Notary P u b l i c i n and f o r 
the State of Texas 
Notary's P r i n t e d Name: 

[INDIVIDUAL] 

STATE OF 

COUNTY OF } 

by 
This instrument was acknowledged before me on March 1990, 

My Commission Expires: Notary P u b l i c i n and f o r 
the State o f Texas 
Notary's P r i n t e d Name: 
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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 in any number of counterparts, each of which shall be considered an original for all purposes. 

IN WITNESS WHEREOF, this agreement shall be effective as of 23rd day of February , 19 90 . 

OPERATOR 
PACIFIC ENTERPRISES OIL COMPANY (USA) 

YATES PETROLEUM CORPORATION 

John E. Lodg 
Land Manager 

NON-OPERATORS 
BONNEVILLE FUELS CORPORATION 

GREAT WESTERN DRILLING COMPANY 

EXXON COMPANY, U.S.A. 

J. HIRAM MOORE, BETTY JANE MOORE, 
MICHAEL HARRISON MOORE, TRUSTEES 
OF THE MOORE TRUST 

MYCO INDUSTRIES, INC. 

YATES DRILLING COMPANY 

READ & STEVENS, INC. 

AMOCO PRODUCTION COMPANY 

DEKALB CORPORATION 

FEATHERSTONE DEVELOPMENT COMPANY 

ABO PETROLEUM CORPORATION 

DAVOIL INC. 

MARK D. WILSON 



STATE OF TEXAS 

COUNTY OF MIDLAND } 

This instrument was acknowledged before me on March 5th, 1990, 
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY 
(USA), a C a l i f o r n i a Corporation. 

My Commission Expires: 
7-25-91 

. . 
Notary Public i n and^Jfor 
the State of Texas 
Notary's Printed Name: 
Diedre Schiemenz Rush 

[CORPORATION] 

STATE OF 

COUNTY OF } 

This instrument was acknowledged before me on March 
by , of 
a Corporation. 

1990, 

My Commission Expires: Notary Public i n and f o r 
the State of Texas 
Notary's Printed Name: 

[INDIVIDUAL] 

STATE OF M i 5 S15 S1pp i ) 
} 

COUNTY OF Pi ke ) 

by 
This instrument was acknowledged before me on March 
James L. Alford, Jr. 

Hy Commission Expires: 
3/24/92 

8th 1990, 

Notary Public i n and f o r 
the State of 5ffe£a&X MISSISSIPPI 
Notary's Printed Name: 

Bonnie K. Prescott 
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ARTICLE X V I . 

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

IN WITNESS WHEREOF, this agreement shall be effective as of 2 3 r d day 0 f F e b r u a r y , 19. 90 . 

O P E R A T O R 

PACIFIC ENTERPRISES OIL COMPANY (USA) 

ohn E. Lodg 
Land Manager 

N O N - O P E R A T O R S 

YATES PETROLEUM CORPORATION BONNEVILLE FUELS CORPORATION 

GREAT WESTERN DRILLING COMPANY 

EXXON COMPANY, U.S.A. 

JAMES L. ALFORD, JR. 

J. HIRAM MOORE, BETTY JANE MOORE, 
MICHAEL HARRISON MOORE, TRUSTEES 
OF THE MOORE TRUST 

MYCO INDUSTRIES, INC. 

YATES DRILLING COMPANY 

4 MARK D. WILSON 

READ & STEVENS, INC. 

AMOCO PRODUCTION COMPANY 

DEKALB CORPORATION 

FEATHERSTONE DEVELOPMENT COMPANY 

ABO PETROLEUM CORPORATION 

DAVOIL INC. 

JOHN H. TRIGG 
15 -



STATE OF TEXAS 

COUNTY OF MIDLAND ) 

This instrument was acknowledged before me on March 5th, 1990, 
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY 
(USA), a C a l i f o r n i a Corporation. 

My Commission Expires; 
7-25-91 

:or Notary Public i n and^Jfc 
the State of Texas 
Notary's Printed Name: 
Diedre Schiemenz Rush 

STATE OF TEXAS 

[CORPORATION] 

COUNTY OF MIDLAND } 

; T h i s v ' i n s t r u m e n t was acknowledged b e f o r e me on March 20 , 1990, 
••bv~V-^''fterk--DV,rti1son President of RIO PECOS CORPORATTUN f 

a New Mexico : C o r p o r a t i o n . 

My Commission Expires: 
' Oct; -9,* 1992 

Notary P u b l i c i n and fjiar 
t he S t a t e o f Texas 
N o t a r y ' s P r i n t e d Name: 

Sharon K. Hickey 

[INDIVIDUAL] 

STATE OF 

COUNTY OF ) 

by 
This instrument was acknowledged before me on March 1990, 

My Commission Expires: Notary Public i n and f o r 
the State of Texas 
Notary's Printed Name: 
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ARTICLE X V I . 

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

IN WITNESS WHEREOF, this agreement shall be effective as of 2 3 r d day of F e b r u a r y , 19 90 . 

OPERATOR 

PACIFIC ENTERPRISES OIL COMPANY (USA) 

YATES PETROLEUM CORPORATION 

Land Manager 

N O N - O P E R A T O R S 

BONNEVILLE FUELS CORPORATION 

GREAT WESTERN DRILLING COMPANY READ & STEVENS, INC 

EXXON COMPANY, U.S.A. 
Charles B. Read, President 

AMOCO PRODUCTION COMPANY 

DEKALB CORPORATION 

JAMES L. ALFORD, JR. 

J. HIRAM MOORE, BETTY JANE MOORE, 
MICHAEL HARRISON MOORE, TRUSTEES 
OF THE MOORE TRUST 

FEATHERSTONE DEVELOPMENT COMPANY 

MYCO INDUSTRIES, INC. ABO PETROLEUM CORPORATION 

YATES DRILLING COMPANY DAVOIL INC. 

MARK D. WILSON JOHN H. TRIGG 
15-



STATE OF TEXAS 

COUNTY OF MIDLAND } 

This instrument was acknowledged before me on March 5th, 1990, 
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY 
(USA), a C a l i f o r n i a Corporation. 

My Commission Expires: 
7-25-91 

. . -21% 
Notary Public i n and^Jf 
the State of Texas 
Notary's Printed Name: 
Diedre Schiemenz Rush 

or 

[CORPORATION] 

STATE OF 
NEW MEXICO 

COUNTY OF CHAVES 
) 

This instrument was acknowledged before me on March 9th r 

b y Charles B. Read , P res iden t o f Read & Stevens, I n c . 
a New Mexico Corporation. 

My Commission Expires: 
8-11-90 

1990, 

Notary Public i n and f o r ' 
the State of M a c (Aty&o 
Notary's Printed Name: 

Randall Fort 

[INDIVIDUAL] 

STATE OF } 
) 

COUNTY OF } 

This instrument was acknowledged before me on March , 1990, 

My Commission Expires: Notary Public i n and f o r 
the State of Texas 
Notary's Printed Name: 
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ARTICLE X V I . 

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

IN WITNESS WHEREOF, this agreement shall be effective as of 2 3 r d day of F e b r u a r y , 19 90 . 

O P E R A T O R 
PACIFIC ENTERPRISES OIL COMPANY (USA) 

^ 7 < ^ 

YATES PETROLEUM CORPORATION 

ohn E. Lodg 
Land Manager 

N O N - O P E R A T O R S 
BONNEVILLE FUELS CORPORATION 

GREAT WESTERN DRILLING COMPANY 

Alan T. Davis , Pres ident 
EXXON COMPANY, U.S.A. 

JAMES L. ALFORD, JR. 

J. HIRAM MOORE, BETTY JANE MOORE, 
MICHAEL HARRISON MOORE, TRUSTEES 
OF THE MOORE TRUST 

MYCO INDUSTRIES, INC. 

YATES DRILLING COMPANY 

READ tt STEVENS, INC, 

AMOCO PRODUCTION COMPANY 

DEKALB CORPORATION 

FEATHERSTONE DEVELOPMENT COMPANY 

ABO PETROLEUM CORPORATION 

DAVOIL INC. 

MARK D. WILSON JOHN H. TRIGG 
-15-



STATE OF TEXAS 

COUNTY OF MIDLAND } 

This instrument was acknowledged before me on March 5th, 1990, 
by John E. Lodge, Land Manager of PACIFIC ENTERPRISES OIL COMPANY 
(USA), a C a l i f o r n i a Corporation. 

My Commission Expires: 
7-25-91 

or Notary Public i n an 
the State of Texas 
Notary's Printed Name: 
Diedre Schiemenz Rush 

[CORPORATION] 

STATE OF 

COUNTY OF 

TEXAS } 

MIDLAND } 

This instrument Mvas acknowledged before me on March 22, 1990, 
by Alan T. Davis , President of Great Western D r i l l i n g : Company 
a Texas Corporation. 

My Commission Expires: 
11-30-92 

U/.A/YU J 

4 / ' i % \ t-'VERNE LITTLE 
{* ( " W l ' j Notary Public, Stat* of Texai 
X \ % i ^ J My Comm. Exp. 11-30-92 

Notary Public i n and fo 
the State of Texas 
-TToTaTy^ Printed Name 

[INDIVIDUAL] 

STATE OF 

COUNTY OF } 

by 
This instrument was acknowledged before me on March 1990, 

My Commission Expires: Notary Public i n and f o r 
the State of Texas 
Notary's Printed Name: 



EXHIBIT "A" 

Attached t o and made a p a r t of t h a t c e r t a i n Operating Agreement 
dated February 23, 1990, between P a c i f i c E n t e r p r i s e s O i l Company 
(USA), as Operator and Yates Petroleum Corporation, e t a l , as 
Non-Operators. 

Land Subject t o t h i s Agreement 

West Ha l f (W/2) of Section 28, Township 18 South, Range 27 East, 
N.M.P.M., Eddy County, New Mexico. 

Depth R e s t r i c t i o n s 

Below the base of the San Andres t o the top o f the M i s s i s s i p p i a n 
Chester Limestone. 

Working I n t e r e s t Percentages of a l l P a r t i e s t o t h i s Agreement 

WI BEFORE PAYOUT WI AFTER PAYOUT 

P a c i f i c E n t e r p r i s e s 
O i l Company (USA) 

John H. T r i g g 
Yates Petroleum Corporation 
B o n n e v i l l e Fuels Corporation 
Great Western D r i l l i n g Company 
Read & Stevens, Inc. 
James L. A l f o r d , J r . 
DEKALB Corporation 
J. Hiram Moore, Betty Jane 
Moore, Michael Harrison 
Moore, Trustees of the 
Moore Tr u s t 

Featherstone Development 
Company 

Myco I n d u s t r i e s , I n c . 
Abo Petroleum Corporation 
Yates D r i l l i n g Company 
Davoil I n c . 
Mark D. Wilson 

52.254600% 
.000000% 

8.219040% 
8.730325% 
6.750410% 
5.352200% 
1.695200% 
0.000000% 

0.254300% 

0.050850% 
3.539595% 
3.539595% 
3.539595% 
3.719240% 
2.355050% 

39.614750%* 
12.500000%* 
8.219040% 
8.730325% 
6.750410% 
5.352200% 
1.695200% 
0.139850%* 

0.254300% 

0.050850% 
3.539595% 
3.539595% 
3.539595% 
3.719240% 
2.355050% 

100.000000% 100.000000% 

•Assuming t h a t John H. T r i g g and DEKALB Corporation 
e l e c t t o convert t h e i r ORRI a t payout. 

O i l and Gas Leases, Assignments and Agreements Subject 
t o t h i s Agreement 

1. S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

NM-13731 
United States of America 
Read & Stevens, I n c . 
June 1, 1971 
West Ha l f o f the Southwest 
Quarter (W/2SW/4) Section 28, 
T-18-S, R-27-E, Eddy County, 
New Mexico 

2. S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

NM-9817 
United States of America 
Raymond A. P a n i c i 
J u l y 1, 1969 
East H a l f of the Southwest 
Quarter (E/2SW/4) Section 28, 
T-18-S, R-27-E, Eddy County, 
New Mexico 

Revised 3-27-90 



3 . S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

LC 060122 
United States of America 
John T. Bonner 
A p r i l 1, 1948 
Northwest Quarter (NW/4) 
Section 28, T-18-S, R-27-E, 
Eddy County, New Mexico 

4. Assignment of O v e r r i d i n g Royalty I n t e r e s t dated December 19, 
1979 recorded i n Book 184, Page 478 of the Eddy County, New 
Mexico Records,from John H. T r i g g , etux t o Yates E x p l o r a t i o n 
Company of an undivided 2.5% o v e r r i d i n g r o y a l t y i n t e r e s t 
i n s o f a r as i t covers the NW/4 of Section 28, T-18-S, R-27-E, 
Eddy County, New Mexico. 

5. Assignment dated J u l y 1, 1970 recorded i n book 74, Page 600 
of the Eddy County, New Mexico Records, from Raymond A. 
P a n i c i , etux t o Inexco O i l Company wherein assignors reserved 
a 5% o v e r r i d i n g r o y a l t y i n t e r e s t i n s o f a r as i t covers the 
E/2SW/4 of Section 28, T-18-S, R-27-E, Eddy County, New 
Mexico 

6. Assignment dated March 23, 1976 recorded i n Book 145, Page 
990 of the Eddy County, New Mexico Records, from Yates 
Petroleum Corporation, e t a l t o Mark D. Wilson o f an 
o v e r r i d i n g r o y a l t y i n t e r e s t equal t o the d i f f e r e n c e between 
e x i s t i n g burdens and 25% i n s o f a r as i t covers the SW/4 of 
Section 28, T-18-S, R-27-E, Eddy County, New Mexico. 

7. Farmout Agreement dated December 1, 1989 by and between John 
H. T r i g g , etux as Farmor and Rio Pecos Corporation as Farmee 
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County, 
New Mexico. 

8. L e t t e r Agreement dated February 13, 1990 by and between Rio 
Pecos Corporation and P a c i f i c E n t e r p r i s e s O i l Company (USA) 
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County, 
New Mexico. 

9. Farmout Agreement by and between Amoco Production Company and 
P a c i f i c E n t e r p r i s e s O i l Company (USA) covering the SW/4 of 
Section 28, rT-18-S, R-27-E, Eddy County, New Mexico. 

10. Farmout Agreement by and between DEKALB Corporation and 
P a c i f i c E n t e r p r i s e s O i l Company (USA) covering the SW/4 of 
Section 28, T-18-S, R-27-E, Eddy County, New Mexico. 

V. Addresses of P a r t i e s f o r Notice Purposes 

Yates Petroleum Corporation 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Bo n n e v i l l e Fuels Corporation 
1600 Broadway, S u i t e 1110 
Denver, CO 80202 
A t t n : Mr. L a r r y L i l l o 

Great Western D r i l l i n g Co. 
P.O. Box 1659 
Midland, TX 79702 
A t t n : Mr. Mike Heathington 

Read & Stevens, I n c . 
P.O. Box 1518 
Roswell, NM 88201 
A t t n : Mr. Joe Wigley 

James L. A l f o r d , J r . 
P.O. Box 489 
McComb, MS 39648 

DEKALB Corporation 
1625 Broadway 
Denver, CO 80202 
A t t n : Mr. K e i t h Ranum 
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J. Hiram Moore, Betty Jane 
Moore, Michael Harrison 
Moore, Trustees of the 
Moore Trust 
P.O. Box 1733 
Midland, TX 79702 
A t t n : Mr. Richard Moore 

Myco I n d u s t r i e s , I n c . 
105 S. 4 t h St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Yates D r i l l i n g Company 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

Mr. Mark D. Wilson 
110 W. Louisiana, S u i t e 210 
Midland, TX 79701 

Mr. John H. T r i g g 
P.O. Box 520 
Roswell, NM 88202 

P a c i f i c E n t e r p r i s e s 
O i l Company (USA) 
P.O. Box 3 083 
Midland, TX 79702 
A t t n : Mr. John E. Lodge 

ABO Petroleum Corporation 
105 S. 4th St. 
A r t e s i a , NM 88210 
A t t n : Mr. Michael R. Burch 

D a v o i l , I n c . 
P.O. Box 122269 
Fo r t Worth, TX 76121 
A t t n : Ms. Debbie S i n g l e t o n 

Featherstone Development Co. 
1717 West Second S t r e e t 
Roswell, NM 88201 
ATTN: Mr. Joe Featherstone 
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EXHIBIT "A" 

Attached t o and made a p a r t o f t h a t c e r t a i n Operating Agreement 
dated February 23, 1990, between P a c i f i c E n t e r p r i s e s O i l Company 
(USA), as Operator and Yates Petroleum Corporation, e t a l , as 
Non-Operators. 

Land Subject t o t h i s Agreement 

West Ha l f (W/2) of Section 28, Township 18 South, 
N.M.P.M., Eddy County, New Mexico. 

Range 27 East, 

I I . Depth R e s t r i c t i o n s 

Below the base of the San Andres t o the top of the M i s s i s s i p p i a n 
Chester Limestone. 

I I I . Working I n t e r e s t Percentages of a l l P a r t i e s t o t h i s Agreement 

WI BEFORE PAYOUT WI AFTER PAYOUT 

P a c i f i c E n t e r p r i s e s 
O i l Company (USA) 

John H. T r i g g 
Yates Petroleum Corporation 
B o n n e v i l l e Fuels Corporation 
Great Western D r i l l i n g Company 
Read & Stevens, Inc. 
Exxon Company, U.S.A. 
Amoco Production Company 
James L. A l f o r d , J r . 
DEKALB Corporation 
J. Hiram Moore, Betty Jane 
Moore, Michael Harrison 
Moore, Trustees of the 
Moore Trust 

Featherstone Development 
Company 

Myco I n d u s t r i e s , I nc. 
Abo Petroleum Corporation 
Yates D r i l l i n g Company 
Davoil I n c . 
Mark D. Wilson 

50.000000% 
.000000% 

6.181390% 
8 .730325% 
6.750410% 
5. 352200% 
2.037650% 
1.695200% 
1.695200% 
0.559400% 

0.254300% 

050850% 
539595% 
539595% 
539595% 
719240% 
355050% 

100.000000% 

37.5000 
12.5000 
6.1813 
8.7303 

7504 
3522 
0376 
6952 
6952' 

6. 
5. 
2 , 
1. 
1, 
0.5594 

00%* 
00%* 
90% 
25% 
10% 
00% 
50% 
00% 
00% 
00% 

0.254300% 

050850% 
539595% 
539595% 
539595% 
719240% 
, 355050% 

100.000000% 

*Assuming t h a t John H. T r i g g e l e c t s t o convert h i s ORRI a t payout. 

IV. O i l and Gas Leases and Agreements Subject t o t h i s Agreement 

S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

S e r i a l Number: 
Lessor: 
Lessee: 
Date: 
Acreage D e s c r i p t i o n : 

NM-13731 
United States o f America 
Read & Stevens, I n c . 
Jane 1, 1971 
West Half o f the Southwest 
Quarter (W/2SW/4) Section 28, 
T-18-S, R-27-E, Eddy County, 
New Mexico 

NM-9817 
United States of America 
Raymond A. P a n i c i 
J u l y 1, 1969 
East Half of the Southwest 
Quarter (E/2SW/4) Section 28, 
T-18-S, R-27-E, Eddy County, 
New Mexico 



Serial Number: 
Lessor: 
Lessee: 
Date: 
Acreage Description: 

LC 060122 
United States of America 
John T. Bonner 
A p r i l 1, 1948 
Northwest Quarter (NW/4) 
Section 28, T-18-S, R-27-E, 
Eddy County, New Mexico 

4. Farmout Agreement dated December 1, 1989 by and between John H. 
Trigg, et ux as Farmor and Rio Pecos Corporation as Farmee 
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County, 
New Mexico. 

5. Letter Agreement dated February 13, 1990 by and between Rio 
Pecos Corporation and Pacific Enterprises O i l Company (USA) 
covering the NW/4 of Section 28, T-18-S, R-27-E, Eddy County, 
New Mexico 

Addresses of Parties f o r Notice Purposes 

Yates Petroleum Corporation 
105 S. 4th St. 
Artesia, NM 88210 
Attn: Ms. Kathy Porter 

Great Western Drilling Co. 
P.O. Box 1659 
Midland, TX 79702 
Attn: Mr. Mike Heathington 

Exxon Company, U.S.A. 
P.O. Box 1600 
Midland, TX 70702 
Attn: Mr. Joe B. Thomas 

James L. Alford, Jr. 
P.O. Box 489 
McComb, MS 39648 

J. Hiram Moore, Betty Jane 
Moore, Michael Harrison 
Moore, Trustees of the 
Moore Trusty, 
P.O. Box 1733 
Midland, TX 79702 
Attn: Mr. Richard Moore 

Myco Industries, Inc. 
105 S. 4th St. 
Artesia, NM 88210 
Attn: Ms. Kathy Porter 

Yates Drilling Company 
105 S. 4th St. 
Artesia, NM 88210 
Attn: Ms. Kathy Porter 

Mr. Mark D. Wilson 
110 W. Louisiana, Suite 210 
Midland, TX 79701 

Bonneville Fuels Corporation 
1600 Broadway, Suite 1110 
Denver, CO 80202 
Attn: Mr. Larry L i l l o 

Read & Stevens, Inc. 
P.O. Box 1518 
Roswell, NM 88201 
Attn: Mr. Joe Wigley 

Amoco Production Company 
P.O. Box 3092 
Houston, TX 77253 
Attn: Mr. Houston Kauffman 

DEKALB Corporation 
1625 Broadway 
Denver, CO 80202 
Attn: Mr. Keith Ranum 

Pacif i c Enterprises 
O i l Company (USA) 
P.O. Box 3083 
Midland, TX 79702 
Attn: Mr. John E. Lodge 

ABO Petroleum Corporation 
105 S. 4th St. 
Artesia, NM 88210 
Attn: Ms. Kathy Porter 

Davoil, Inc. 
P.O. Box 122269 
Fort Worth, TX 76121 
Attn: Ms. Debbie Singleton 

Featherstone Development Co. 
1717 West Second Street 
R o s w e l l , NM 88201 
ATTN: Mr. Joe Featherstone 

Mr. John H. Trigg 
P.O. Box 520 
Roswell, NM 88202 



EXHIBIT "B" 

Attached t o and made a part of th a t c e r t a i n Operating Agreement 
dated February 23, 1990, between Pacific Enterprises O i l Company 
(USA), as Operator and Yates Petroleum Corporation, e t a l , as 
Non-Operators. 

There i s not EXHIBIT "B" to t h i s Agreement. 
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i o c t i n I 

E X H I B I T " C " 

, m j l l l ( . a oan cf t h a t c e r t a i n Opera t ing Agreement dated February 23, 1990 

Pftt.rmwim C o r p o r a t i o n , p t a l . as Nnn-Onerators. : 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting Procedure 
is attached. . . 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection ;imt r.,,,:.',; • 
nance of the Joint Property. , . . 
"Joint Account" shall mean the account showing the charges paid and credits received in tne conduct el tlie Junu upe: ••• 
tions and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. 
"Parties" snail mean Operator and Non-Operators. 
"First Level Supervisors" shal! mean those employees whose primary function in Joint Operations is the direct juperv.s:vf. 
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other profes
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions ami prub'.e.' -
for the benefit of the Joint Property, 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use cn the Joint Property. 
"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Man;;;;! 
most recently recommended by the Council of Petroleum Accountants Societies. 

2. Statement and Billings 

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

3. Advances and Payments by Non-Operators 

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

B. Each Non-Operator s h a l l pay i t s p ropo r t i on of a l l b i l l s as rendered w i t h i n f i f t e e n 
(15) days a f t e r r e c e i p t . I f payment is not made w i t h i n such t ime, the unpaid 
balance s h a l l bear i n t e r e s t monthly on the f i r s t day of thoi month i n which 
delinquency occurs, at the ra te of f i f t e e n percent (15) per annum or the maximum 
contract rate permit ted by the appl icab le usury laws i n the s ta te i n which the 
J o i n t Property i s loca ted , whichever i s the lesser , plus a t t o rney ' s fees, court 

I costs , and other costs i n connection w i t h the c o l l e c t i o n of unpaid amounts, 
j 4. Adjustments 

i Payment of any such bills shall not prejudice the right of any Non-Operator lo protest or question the correctness thereof; 
I provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
i clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year. 

unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim o" 
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribes 
period, The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable 
Material as provided for in Section V, 

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies. 



Audits 

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the righl to audit Opera
tor's accounts and records relating to the Joint Account for any calendar year within lhe twenty-four month 
period following the end of such calendar year; provided, however, the making of an audit shall noi extend the time 
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this seeiu: 
1 Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a 
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no pot -
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operalor. lhe audits 
shall not be conducted more than once each year without prior approval of Operator, except upon ihe resignation u: 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. 

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

Approval By Non-Operators 

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

I I , DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

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

Rentals and Royalties 

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

Labor 

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

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

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

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

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

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

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

4. Employee Benefits 

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

R. Material 

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

6. Transportation 

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

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

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

J. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
10 cf Section I I and Paragraph i , i i , and i i i , of Section I I I . The cost of professional consultant services and contract ser
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates. 
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joir. 
Property shall not be charged to the Joint Account unless previously agreed to by the Parties. 

8. Equipment and Facilities Furnished By Operator 

Operator s h a l l charge the Jo in t Account f o r use of Operator owned equipment and 
f a c i l i t i e s at rates commensurate w i t h costs of ownership and ope ra t ion . Such rates 
s h a l l include costs of maintenance, r epa i r s , other opera t ing expense, insurance, 
taxes, deprec ia t ion , and i n t e r e s t on gross investment less accumulated deprec ia t ion 
not t o exceed 12% per annum. Such rates s h a l l not exceed average commercial rates 
c u r r e n t l y p r e v a i l i n g i n the immediate area of the J o i n t Property. For automotive 
equipment, operator may e lec t to use rates published by the Petroleum Motor 
Transport Associa t ion, 

9. Damages and Losses to Joint Property 

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or los.-e* 
incurred by fire, Hood, 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. lx,'gal Kxpen.se 

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgement- ar.-.i 
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect 
or recover the Joint Property, except that no charge for services of Operator's legal .staff or fees or expense of outside attor
neys shal! be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the 
overhead provisions of Section 111 unless otherwise agreed to by the Parties, except as provided in Section I , Paru^rap'-
3. 

11, Taxes 

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ac! valo
rem taxes are based in whole or in part upon separate valuations of each parly'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 aecordanee 
with the tax value generated tey each party's working interest. 

12. Insurance 

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

13. Abandonment and Reclamation 

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulators-
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 11. 

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. 



I I I . OVERHEAD 

Overhead - Drilling and Producing Operations 

1. 
As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge drilling 
and producing operations on either: 

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

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

ni. 

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

The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant servnc-
and contract services of technical personnel either temporarily or permanently assigned to and dircctlv employed >: 
the operation of the Joint Property: 

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

Drilling Well Rate $ .5,050.00 
(Prorated for less than a full month) 

Producing Well Rate $ 5 ° 5 . 0 0 

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

(a) Drilling Well Rate 

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (lo) or 
more consecutive calendar days. 

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

(b) Producing Well Rates 

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

(2) Each active completion in a multi-completed well in which production is not commingled down hole shal'. 
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 shal 
be considered as a one-well charge providing the gas well is directly connected to a permanent sale.-
outlet. 

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

(5) Ail 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 well rates shall be adjusted as of the first day of April each year following the effective date of the agreemer, 
• to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rale cut 

rently in use by tho percentage increase or decrease in the average weekly earnings of Crude Petroleum and da 
Production Workers for the last calendar year compared to the calendar year preceding as shown by the imie 
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United State 
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian, index as published by Statistic 
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ac 
justmenl. 

B. Overhead - Percentage Basis 

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



(s) Development. 

Percent ( %) of the cost of development of the Joint Properly exclusive of costs prov 
ur.der Paragraph 10 of Section I I and all salvage credits. 

(b) Operating 

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

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

For the purpose of determining charges on a percentage basis under Paragraph IB of this Section 111, development 
shall include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or a.: 
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint 1 rop-
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning 
when lhe well is not completed as a producer, and original cost of construction or installation of fixed assets, ute 
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction 
defined in Paragraph 2 of this Section I I I . All other costs shall be considered as operating. 

Overhead - Major Construction 

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

A. 5 % 0 r f j r s t $100,000 or total cost if less, plus 

B. 3 % 0 f c o s t s i n excess of $100,000 but less than $1,000,000, plus 

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

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single 
project shall not be treated separately and the cost of drilling and workover wells and artificial l if t equipment shal1 be 
excluded. 

3. Catastropne Overhead 

To compensate Operator for ovethead 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 Joinl Account for overhead based on 
the following rates: 

A P. % of total costs through $100,000; plus 

B 2 % of total costs in excess of $100,000 but less than $1,000,000; plus 

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

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

4. Amendment of Rates 

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

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator's 
option, such Materia! 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 io outsiders. 
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or R 
Material. The disposal of surplus Controllable Materia! not purchased by the Operator shall be agreed tc 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: 



(2) Condition D 

Material, excluding junk, no longer suitable for i u original purpose, but usable for some other purpose shall un
priced on 3 basis commensurate with its use. Operator may dispose of Condition D Material under procedure.-
normally used by Operator without prior approval of Non-Operators. 

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

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

(31 Condition E 

Junk shall be priced al prevailing prices. Operalor may dispose of Condition K Material under procedures nm 
mally utilized by Operator without prior approval of Non-Operators. 

D. Obsolete Material 

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

E. Pricing Conditions • 

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

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

3. Premium Prices 

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other 
unusual causes over which the Operator has no control, the Operator may charge the Joini Account for lhe required 
Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, and in moving 
it to the Joint Property; provided notice in writing is'furnished to Non-Operators of the proposed charge prior to billing 
Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operalor within 
ten days after receiving notice from Operator, to furnish in kind al! or pari of his share of such Material suitable for u>c 
and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

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

V. INVENTORIES 

The Operator shall maintain detailed-records of Controllable Material. 

I . Periodic Inventories, Notice and Representation 

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

I . Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shal! 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. 
It 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 bv the 
Parties. 

B. The expense of conducting special inventories shall be chargetl to lhe Parlies requesting such inventories, except in
ventories required due to change of Operator shall be charged to the Joinl Account. 



EXHIBIT "D» 

INSURANCE 

Attached to and made a part of that c e r t a i n J o i n t Operating 
Agreement dated February 23, 1990 by and between P a c i f i c 
Enterprises O i l Company (USA), as Operator and Yates Petroleum 
Corporation, e t a l , as Non-Operators. 

Operator s h a l l procure and maintain the following insurance: 

A. WORKER'S COMPENSATION INSURANCE granting f u l l 
compensation under the Worker's Compensation Law of 
the State i n which the Contract Area i s located, and 
EMPLOYER'S LIABILITY INSURANCE, including f u l l 
maritime coverage, i f applicable, with l i m i t s of not 
less than $1,000,000.00 f o r a l l of Operator's 
employees engaged i n work fo r the Jo i n t Account. 

B. COMPREHENSIVE GENERAL LIABILITY INSURANCE, to a 
combined single l i m i t of $1,000,000.00 each 
occurrence fo r bodily i n j u r y and property damage. 
Such insurance s h a l l be extended to cover products 
and competed operations, and broad form contractual 
l i a b i l i t y as respects any contract i n t o which the 
Operator may enter under the terms of t h i s Agreement. 

C. AUTOMOBILE INSURANCE covering a l l motor vehicles, 
owned and non-owned, operated and/or licensed by the 
Operator, with a bodily i n j u r y , death and property 
damage l i m i t of $1,000,000.00 in c l u s i v e . 

D. I f Operator uses owned or non-owned a i r c r a f t , 
AVIATION LIABILITY INSURANCE covering bodily i n j u r y , 
death passenger and property damage with a combined 
single l i m i t of $5,000,000.00. 

I I . I f so requested by any party, the Operator s h a l l f u r n i s h 
evidence of the above coverages. 

I I I . Each party agrees t o be l i a b l e f o r the insure (or 
self-insure) i t s proportionate share of Operator's 
self-insured retention ($500,000.00 deductible) under the 
insurance maintained f o r the Jo i n t Account, i t being the 
int e n t of the parties t h a t Operator s h a l l not act as an 
insurer f o r the Joint Account t o the extent of i t s 
self-insured retention. 

IV. Any accidental loss of, or damage t o , j o i n t property and 
any l i a b i l i t y t o t h i r d p a r t i e s or each other f o r bodily 
i n j u r y or property damage a r i s i n g out of the operations 
performed by any on behalf of the p a r t i e s , i n excess of, 
or i n addition t o , the insurance maintained f o r the Jo i n t 
Account s h a l l be borne i n d i v i d u a l l y by said p a r t i e s i n 
proportion t o t h e i r respective percentage of i n t e r e s t . 
The cost of such insurance as each i n d i v i d u a l party may 
carry t o cover said party's proportionate share of any 
such loss or l i a b i l i t y i s not chargeable t o the Jo i n t 
Account. 



EXHIBIT "E 

Attached to and made a part of that certain Joint Operating 
Agreement dated February 23, 1990 by and between Pacific 
Enterprises O i l Company (USA) as Operator and Yates Petroleum 
Corporation, e t a l as Non-Operators. 

Each party s h a l l have the r i g h t to take i n kind and separately dispose of 
i t s proportionate share of the gas produced from gas welis on the 
Contract Area. 

To give e f f e c t to the intent of t h i s Agreement, the parties s h a l l be 
governed by the following: 

(a) Each underproduced party (a party who has taken a lesser 
volume of gas than the quantity such party i s herein e n t i t l e d ) s h a l l 
have the r i g h t to take a greater amount of gas than i t s 
proportionate share of the well's current production, provided that 
the r i g h t to take such greater amount s h a l l be i n proportion that 
i t s interest bears to the t o t a l i n t e r e s t of a l l underproduced 
parties desiring to take more than t h e i r proportionate share of the 
well's current production. 

(b) Each overproduced party (a party who has taken a greater volume of 
gas than the quantity such party i s herein e n t i t l e d ) s h a l l reduce 
i t s respective take i n the proportion that such party's i n t e r e s t 
bears to the t o t a l i n t e r e s t of a l l overproduced p a r t i e s , but i n no 
event sh a l l any overproduced party be required to reduce i t s take to 
less than seventy-five (75%) of such overproduced party's 
proportionate share of the well's current production. 

(c) The Contract Operator, at the request of any party, may produce the 
entire w e l l stream, i f necessary fo r a d e l i v e r a b i l i t y t e s t not to' 
exceed seventy-two (72) hours duration required under such 
requesting party's gas sales contract and may overproduce i n any 
other s i t u a t i o n provided that such overproducing would be consistent 
with prudent operations. 

Each party taking gas s h a l l furnish the Contract Operator a monthly 
statement of gas taken. After commencement of production, Contract 
Operator sh a l l furnish a current account monthly of the gas balance 
between parties hereto including the t o t a l quantity of gas delivered to a 
market, the portion thereof used i n Contract operations, vented or l o s t , 
and the t o t a l quantity of gas produced. 

Each party producing and/or delivering gas to i t s purchaser s h a l l pay any 
and a l l production taxes due on such gas. 

The provisions of th i s Agreement s h a l l be separately applicable to each 
gas w e l l . 

When gas sales from a gas well permanently cease, there s h a l l be a f i n a l 
accounting of underproduction and overproduction and each overproduction 
party s h a l l account to and compensate each underproduced party with a sum 
of money equal to the amount actually received, less applicable taxes, by 
any overproduced party from the sale of that part of the t o t a l cumulative 
volume of gas produced which the underproduced party was e n t i t l e d to take 
and payment for such overproduction s h a l l be i n the order of accrual, 
provided, that i f such overproduced party has paid the ro y a l t i e s 
a t t r i b u t a b l e to such overproduction, the amount of such r o y a l t i e s s h a l l 
be deducted from such payment. 

The parties hereto realize that there s h a l l remain some small imbalance 
each month because of the disposition of gas to d i f f e r e n t markets. This 
imbalance between parties w i l l be kept to a minimum by making the needed 
adjustments the following month for gas deliveries to each party based on 
the previous month's over and under statement. 

A l l parties hereto s h a l l share i n and own the condensate recovered at the 
surface i n accordance with t h e i r respective i n t e r e s t . 



EXHIBIT "F" 

Attached to and made a part of that c e r t a i n Operating 
Agreement dated February 23, 1990 between Pacific 
Enterprises O i l Company (USA), as Operator and Yates 
Petroleum Corporation, e t a l , as Non-Operators. 

I . EQUAL OPPORTUNITY CLAUSE 

Operator s h a l l bound by and agrees to the following provisions as 
contained i n Section 202 of Executive Order 11246 as amended to w i t : 

(1) The Operator w i l l not discriminate against any employee or 
application f o r employment because of race, color, r e l i g i o n , sex, or 
national o r i g i n . The Operator w i l l take a f f i r m a t i v e action to ensure that 
applicants are employed, and that employees are treated during employment, 
without regard to t h e i r race, color, r e l i g i o n , sex, or national o r i g i n . 
Such action s h a l l include, but not be l i m i t e d to the following: 
Employment, upgrading, demotion, or transfer, recruitment advertising; 
l a y o f f or termination; rates or pay or other forms of compensation; and 
selection for t r a i n i n g , 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 s e t t i n g f o r t h 
the provisions of t h i s 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 q u a l i f i e d 
applicants w i l l receive consideration for employment without regard to 
race, color, r e l i g i o n , sex, or national o r i g i n . 

(3) The Operator w i l l send to each labor union or representative of 
workers with which he has a c o l l e c t i v e 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 sha l l post copies of the notice i n 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 his books, records, and accounts by the contracting agency and 
the Secretary of Labor f o r purposes of invest i g a t i o n to ascertain 
compliance with" such rules, regulation, and orders. 

(6) I n the event of the Operator's noncompliance with the 
nondiscrimination clauses of t h i s contract or with any of such rules, 
regulations, and orders, t h i s Contract may be cancelled, terminated or 
suspended i n 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 i n accordance with procedures authorized 
i n 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 ru l e , 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) i n 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 d i r e c t as a means of enforcing such provisions 
including sanctions for noncompliance: Provided, however, that i n the 
event the Operator becomes involved i n , or i s threatened w i t h , l i t i g a t i o n 
with a 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 in t e r e s t of the United States. 

-1-



I I . CERTIFICATION OF NONSEGREGATED FACILITIES 

Operator c e r t i f i e s that he does not maintain or provide for his 
employees any segregated f a c i l i t i e s at any of his establishments, and that 
he does not permit his employees to perform t h e i r services at any location, 
under his control, where segregated f a c i l i t i e s are maintained. He 
c e r t i f i e s further that he w i l l not maintain or provide f o r his employees 
any segregated f a c i l i t i e s at any of his establishments, and that he w i l l 
not permit his employees to perform t h e i r services at any location, under 
his control, where segregated f a c i l i t i e s are maintained. The Operator 
agrees that a breach of t h i s c e r t i f i c a t i o n i s a v i o l a t i o n of the Equal 
Opportunity Clause i n thi s contract. As used i n t h i s c e r t i f i c a t i o n , the 
term "segregated f a c i l i t i e s " means, but i s not l i m i t e d to any waiting 
rooms, work areas, rest rooms and wash rooms, restaurants and other eating 
areas, time clocks, locker rooms, and other storage or dressing areas, 
parking l o t s , drinking fountains, recreation or entertainment areas, 
transportation and housing f a c i l i t i e s provided for employees which are 
segregated by e x p l i c i t d i r e c t i v e or are i n fact segregated on the basis of 
race, color, r e l i g i o n , sex, or national o r i g i n , because of habit, l o c a l 
custom, or otherwise. He further agrees that (except where, he has obtained 
i d e n t i c a l c e r t i f i c a t i o n s from proposed subcontractors p r i o r to the award of 
subcontracts exceeding $10,000 which are not exempt from the provisions of 
the Equal Opportunity Clause; that he w i l l r e t a i n such c e r t i f i c a t i o n i n his 
f i l e s ; and that he w i l l forward the following notice to such proposed 
subcontractors (except where the proposed subcontractors have submitted 
i d e n t i c a l c e r t i f i c a t e s for specific time periods): 

"NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR CERTIFICATIONS OF 
NONSEGREGATED FACILITIES. 

A C e r t i f i c a t i o n of Non-segregated F a c i l i t i e s must be submitted p r i o r 
to the award of a subcontract exceeding $10,000 which i s not exempt from 
the provisions of the Equal Opportunity Clause. The c e r t i f i c a t i o n may be 
submitted either for each subcontract or for a l l subcontracts during a 
period ( i . e . , quarterly, semiannually, or annually)". Note: The penalty 
for making false statements i s prescribed i n 18 U.S.C. 1001. 

I I I . EEOI REPORT AND AFFIRMATIVE ACTION COMPLIANCE PROGRAM 

Operator i s aware of Executive Order 11246 and Section 601.7 and 
Section 601.4, T i t l e 41 of the Code of Federal Regulations. The Operator 
agrees and c e r t i f i e s that, i f he has 50 or more employees and a contract of 
$50,000 or more, he w i l l f i l e complete and accurate EEO report on Standard 
Form 100 (EEOI) with the appropriate government contracting or 
administering agency and develop aff i r m a t i v e action programs fo r each of 
his establishments, i n accordance with Executive Order 11246 and a l l rules, 
regulations and orders promulgated thereunder. 

IV. LISTING 0F"~EMPL0YMENT OPENINGS 

Operator s h a l l be bound by and agrees to the provisions of Executive 
Order 11701 and Section 50250 of T i t l e 41 of the Code of Federal 
Regulations, and a l l rules and regulations and orders promulgated 
thereunder to w i t : 

(a) The Operator, to provide special emphasis to the employment of 
qu a l i f i e d disabled veterans and veterans of the Vietnam era, agrees that 
a l l suitable employment openings of the Operator which exi s t at the time of 
the execution of t h i s contract and those which occur during the performance 
of t h i s contract, including those not generated by t h i s contract and 
including those occurring at an establishment of the Operator other than 
the one wherein the contract i s being performed but excluding those of 
independently operated corporate a f f i l i a t e s , s h a l l be offered for l i s t i n g 
at an appropriate l o c a l o f f i c e of the State employment service system 
wherein the opening occurs and to provide such reports to such lo c a l o f f i c e 
regarding employment openings and hires as may be required; PROVIDED, that 
i f the contract i s for less than $10,000 or i f i t i s with a State or local 
government the reports set f o r t h i n paragraph (c) and (d) of t h i s clause 
are not reauired. 



(b) L i s t i n g of employment openings with the employment service system 
pursuant to thi s clause sh a l l be made at least concurrently with the use of 
any other recruitment service or e f f o r t and sh a l l involve the normal 
obligations which attach to the placing of a bonfire job order, including 
the acceptance of r e f e r r a l s of veterans and nonveterans. The l i s t i n g of 
employment openings does not require the h i r i n g of any p a r t i c u l a r job 
applicant from any pa r t i c u l a r group of job applicants, and nothing herein 
is intended to relieve the Operator from any requirements i n any Executive 
Orders or regulations regarding nondiscrimination i n employment. 

(c) The reports required by paragraph (a) of t h i s clause sh a l l 
include, but not l i m i t e d to, periodic reports which s h a l l be f i l e d at least 
quarterly with the appropriate l o c a l o f f i c e or, where the Operator has more 
than one establishment (1) the number of individuals who were hired during 
the reporting period, (2) the number of those h i r e d who were disabled 
veterans, and (3) the number who were nondisabled veterans of the Vietnam 
era. The Operator sh a l l submit a report w i t h i n 30 days a f t e r the end of 
each reporting period wherein any performance i s made on t h i s contract. 
The Operator sh a l l maintain copies of the reports submitted u n t i l the 
expiration of one (1) year af t e r f i n a l payment under the contract, during 
which time they sh a l l be made available upon request, for examination by an 
authorized representatives of the contracting o f f i c e r or of the Secretary 
of Labor. 

(d) Whenever the Operator becomes contractually bound to the l i s t i n g 
provisions of t h i s clause, he sh a l l advise the employment service system i n 
each State wherein he has establishments of the name and location of each 
such establishment i n the State. As long as the Operator i s contractually 
bound to these provisions and has so advised the State system there i s no 
need to advise the State system of subsequent contracts. The Operator may 
advise the State systems when i t i s no longer bound by t h i s contract 
clause. 

(e) This clause does not apply to the l i s t i n g of employment openings 
which occur and are f i l l e d outside of the 50 states, the D i s t r i c t "of 
Columbia, Puerto Rico, Guam, and the V i r g i n Islands. 

( f ) This clause does not apply to openings which the Operator 
proposes to f i l l from w i t h i n his own organization or to f i l l pursuant to a 
customary and t r a d i t i o n a l employer-union h i r i n g arrangement. The exclusion 
does not apply to a pa r t i c u l a r opening once an employer decides to consider 
applicants outside of his own organization or employer-union arrangement for 
that opening. 

(g) As used i n t h i s clause: 

(1) " A l l suitable employment openings" includes, but i s not 
l i m i t e d to, openings which occur i n the following job categories: 
Production and nonproduction; plant and o f f i c e ; laborers and 
mechanics; supervisory and nonsupervisory; technical and 
executive, administrative, professional openings which are 
compensated on a salary basis of less than $18,000 per year. 
This term Includes f u l l t i m e employment, temporary employment. I t 
does not include openings which the Operator proposes to f i l l 
from w i t h i n his own organization or to f i l l pursuant to a 
customary and t r a d i t i o n a l employer-union h i r i n g arrangement. 
Under the most compelling circumstances an employment opening may 
not be suitable for l i s t i n g , including such situations where the 
needs of the Government cannot reasonably be otherwise supplied, 
where l i s t i n g would be contrary to national security, or where 
the requirement of l i s t i n g would otherwise not be for the best 
inte r e s t of the Government. 

(2) "Appropriate o f f i c e of the State employment service system" 
means the l o c a l o f f i c e of the Federal-State national system of 
public employment o f f i c e with assigned r e s p o n s i b i l i t y f o r serving 
the area where the employment opening i s to be f i l l e d , including 
the D i s t r i c t of Columbia, Guam, Puerto Rico, and the V i r g i n 
Islands. 



(3) "Openings which the Operator proposes to f i l l from w i t h i n 
his own organization" means employment openings for which no 
consideration w i l l be given to persons outside the Operator's 
organization (including any a f f i l i a t e s , subsidiaries, and the 
parent companies) and includes any openings which the Operator 
proposes to f i l l from regularly established " r e c a l l " or "rehire" 
l i s t s , 

(4) "Openings which the Operator proposes to f i l l pursuant to a 
customary and t r a d i t i o n a l employer-union h i r i n g arrangement" 
means employment openings for which no consideration w i l l be 
given to persons outside of a special h i r i n g arrangement, 
including openings which the Operator proposes to f i l l from union 
h a l l s , which i s a part of the customary and t r a d i t i o n a l h i r i n g 
relationship which exists between the Operator and 
representatives of his employees. 

(5) "Disabled veteran" means a person e n t i t l e d to d i s a b i l i t y 
compensation under laws administered by the Veterans' 
Administrations for d i s a b i l i t y rated at 30 per centum or more, or 
a person whose discharge or release from active duty was for a 
d i s a b i l i t y incurred or aggravated i n l i n e of duty. 

(6) "Veteran of the Vietnam era" means a person (1) who ( i ) 
served on active duty for a period of more than 180 days, any 
part of which occurred a f t e r August 5, 1964, and was discharged 
or released therefrom with other than a dishonorable discharge, 
or ( i i ) was discharged or released from active duty for service 
connected d i s a b i l i t y i f any part of such duty was performed aft e r 
August 5, 1964, and (2) who was so discharged or released w i t h i n 
the 48 months preceding his application f o r employment covered 
under t h i s part. 

(h) The Operator agrees to place t h i s clause (excluding t h i s 
paragraph (h) i n any subcontract of $2,500 or more d i r e c t l y under t h i s 
contract. This clause sh a l l apply to any subcontract entered into "by 
Operator i n carrying out any contract f o r the procurement of personal 
property and nonpersonal services (including construction) f o r the United 
States. 

V. MINORITY BUSINESS ENTERPRISES 

Operator s h a l l be bound by and agrees to the provisions for Executive 
Order 11625 and a l l rules, regulations and orders promulgated thereunder to 
wit: 

1. UTILIZATION OF MINORITY BUSINESS ENTERPRISES 

(a) JLt is the policy of the Government that minority business 
enterprises s h a l l have the maximum practicable opportunity to p a r t i c i p a t e 
i n the performance of Government contracts. 

(b) The Operator agrees to use his best e f f o r t s to carry out 
t h i s policy i n the award of his subcontracts to the f u l l e s t extent 
consistent with the e f f i c i e n t performance of t h i s contract. As used i n 
t h i s contract, the term "minority business enterprise" means a business, at 
least 50 percent of which is owned by minority group members or, i n case of 
publi c l y owned businesses, at least 51 percent of the stock of which is 
owned by minority group members. For the purposes of t h i s d e f i n i t i o n , 
minority group members are Negroes, Spanish-speaking American persons, 
American-Orientals, American-Indians, American-Eskimos, and 
American-Aleuts. Operator may r e l y on w r i t t e n representations by 
subcontractors regarding t h e i r status as minority business enterprises i n 
l i e u of an independent investigation. 

2. MINORITY BUSINESS ENTERPRISES SUBCONTRACTOR PROGRAM 

(a) The Operator agrees to establish and conduct a program which 
w i l l enable minority business enterprises (as defined i n the clause 
e n t i t l e d " U t i l i z a t i o n of Minority Business Enterprises") to be considered 
f a i r l y as subcontractors and suppliers under t h i s contract. I n the 
connection, the Operator s h a l l : 



(1) Designate a l i a i s o n o f f i c e r who w i l l administer the 
Operator's minority business enterprises program. 

(2) Provide adequate and timely consideration of the 
p o t e n t i a l i t i e s of known minority business enterprises i n a l l 
"make-or-buy" decisions. 

(3) Assure that known minority business enterprises w i l l 
have an equitable opportunity to compete f o r subcontracts, 
p a r t i c u l a r l y by arranging s o l i c i t a t i o n s , time f o r the preparation of 
bids, quantities, specifications, and delivery schedules so as to 
f a c i l i t a t e the p a r t i c i p a t i o n of minority business enterprises. 

(4) Maintain records showing ( i ) procedures which have been 
adopted to comply with the p o l i c i e s set f o r t h i n t h i s clause, 
including the establishment of a source l i s t of minority business 
enterprises ( i i ) awards to minority business enterprises on the source 
l i s t and ( i i i ) specific e f f o r t s to i d e n t i f y and award contracts to 
minority business enterprises. 

(5) Include the U t i l i z a t i o n of Minority Business 
Enterprises clause i n subcontracts which o f f e r substantial minority 
business enterprises subcontracting opportunities. 

(6) Cooperate with the contracting o f f i c e r i n any studies 
and surveys of the Operator's minority business enterprises procedures 
and practices that the contracting o f f i c e r may from time to time 
conduct. 

(7) Submit periodic reports of subcontracting to known 
minority business enterprises with respect to the records referred to 
in subparagraph (4), above, i n such form and manner and at such time 
(not more often than quarterly) as the Contracting Officer may 
prescribe. 

(b) The Operator further agrees to in s e r t i n any subcontract 
hereunder which may exceed $500,000 provisions which s h a l l conform 
substantially to the language of t h i s clause, including t h i s paragraph 
(b) and to n o t i f y the contracting o f f i c e r of the names of such 
subcontractors. 

VI. EMPLOYMENT OF THE HANDICAPPED 

Operator s h a l l be bound by and agrees to the provisions of Section 503 
of the Rehabilitation Act of 1973 and Executive Order 11758 and a l l rules, 
regulations, and orders promulgated thereunder to w i t : 

(This clause applies to a l l nonexempt contracts and subcontracts which 
exceed $2,500 as follows: (1) Part A applies to contracts and subcontracts 
which provide for performance i n less than 90 days. (2) Parts A and B 
apply to contracts and subcontracts which provide f o r performance i n 90 
days or more and the amount of the contract or subcontract i s less than 
$500,000 and (3) Parts A, B, and C apply to contracts or contracts which 
provide for performance i n 90 days or more and the amount of the contract 
or subcontract Is $500,000 or more.) 

Part A 

(a) The Operator w i l l not discriminate against any employee or 
applicant for employment because of physical or mental handicap i n regard 
to any position for which the employee or applicant f o r employment i s 
qu a l i f i e d . The Operator agrees to take a f f i r m a t i v e action to employ 
advance i n employment and otherwise t r e a t q u a l i f i e d handicapped individuals 
without discrimination based upon t h e i r physical or mental handicap i n a l l 
employment practices such as the following: employment, upgrading, 
demotion or transfer, recruitment or recruitment advertising, l a y o f f or 
termination, rates of pay or other forms of compensation, and selection for 
t r a i n i n g , including apprenticeship. 

(b) The Operator agrees that, i f a handicapped i n d i v i d u a l f i l e s a 
complaint with the Operator that he is not complying with the requirements 
of the Act, he w i l l (1) investigate the complaint and take appropriate 
action consistent with the requirements of 20 CFR 741.29 and (2) maintain 
on f i l e for three years, the record regarding the complaint and the actions 



(c) The Operator agrees that, i f a handicapped i n d i v i d u a l f i l e s a 
complaint with the Department of Labor that he has not complied with the 
requirements of the Act, (1) he w i l l cooperate w i t h the Department i n i t s 
investigation of the complaint, and (2) he w i l l provide a l l pertinent 
information regarding his employment practices with respect to the 
handicapped. 

(d) The Operator agrees to comply with the rules and regulations of 
the Secretary of Labor i n 20 CFR Ch VI, Part 741. 

(e) I n the event of the Operator's noncompliance with the 
requirements of t h i s clause, the contract may be terminated or suspended i n 
whole or i n part. 

( f ) This clause shall be included i n a l l subcontracts over $2,500. 

Part B 

(g) The Operator agrees (1) to establish an af f i r m a t i v e action 
program, including appropriate procedures consisting with the guidelines 
and the rules of the Secretary of Labor, which w i l l provide the aff i r m a t i v e 
action regarding the employment and advancement of the handicapped required 
by P.L. 93112, (2) to publish the program i n his employee's or personnel 
handbook or otherwise d i s t r i b u t e a copy to a l l personnel, (3) to review his 
program on or before March 31 of each year and to make such changes as may 
be appropriate, and (4) to designate one of his p r i n c i p a l o f f i c i a l s to be 
responsible for the establishment and operation of the program. 

(h) The Operator agrees to permit the examination by appropriate 
contracting agency o f f i c i a l s or the Assistant Secretary of Employment 
Standards or his designee, of pertinent books, documents, papers and 
records concerning his employment and advancement of the handicapped. 

( i ) The Operator agrees to post i n conspicuous places, available to 
employees and applicants for employment, notices i n a form to be prescribed 
by the Assistant Secretary for Employment Standards, provided by the 
contracting o f f i c e r s t a t i n g Operator's obli g a t i o n under the law to take 
affirmative action to employ and advance i n employment q u a l i f i e d 
handicapped employees and applicants for employment and the ri g h t s and 
remedies available, 

( j ) The Operator w i l l n o t i f y each labor union or representative of 
workers with which he has a c o l l e c t i v e bargaining agreement or other 
contract understanding, that the Operator i s bound by the terms of Section 
503 of the Rehabilitation Act, and i s committed to take a f f i r m a t i v e action 
to employ and advance i n employment physically and mentally handicapped 
individuals. 

Part C 

(k) The Operator agrees to submit a copy of his aff i r m a t i v e action 
program to the Assistant Secretary for Employment Standards w i t h i n 90 days 
a f t e r the award to him of a contract or subcontract. 

(1) The Operator agrees to submit a summary report to the Assistant 
Secretary for Employment Standards, by March 31 of the year during 
performance of the contract and by March 31 of the year following 
completion of the contract i n the form prescribed by the Assistant 
Secretary, covering employment and complaint experience, accommodations 
made and a l l steps taken to effectuate and carry out the commitments set 
f o r t h i n the affirmative action program. 
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