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December 20, 1984 “

Western Oil Producers, Inc.
P. O. Box 1498
Roswell, New Maxico 88201

Re: Application for Unorthodox
Driiling Permit
East Carlsbad (Wolfcamp) Fool
and East Carlsbad (Morrow)
Pool ‘
Delta Fee #1 Well
8/2 Section 2,
T=22-8, R=27-E
Eddy County, New Mexico

Gentlenen:

™0 Proddftion Corp. plans to drill the Delta Fee #1 well at a location
660' FSL and 660' FEL of Section 2, T-22-S, R=-27-E, Eddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the EBast Carlsbad Wolfcamp and Bast Carlsbad Morrow
fields are 1980°' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TX0's Delta Fee §1
well will require an exception to the NMOCD's Rule 104 C II {(a). According
to this rule, permission to drill the Delta Fee 31 at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recaver oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance y
from the proposed location to other producing wells is sufficient to ensure o
no harmful effect on other producers,

If you have no objection to this lccation, please date and execute
the attached Waivers of Objection and return two {2) executed copies to us
in the enclosed self-addressed envelope. Please give me a call should you
have any questiona or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

David M. Hundley
Area Landman

DME/bv
Enclosure

ccs Mr. Chad Dickerson
P. O. Drawer 239
Artesia, New Mexico 88210



New Maexico 0il Conservation Division
P. O, Box 2088 -
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee {1 Well
5/2 Section 2,
T-22-8, R-27-E
Eddy County, New Mexico

Gentlenen:

Western Oil Producers, Inc., as an offset operator or offset owner of
operating rights, has been advised of the intention of TXO Production
Corp. to drill the referenced 11,800' Morrow and Wolfcamp Test at a location
660' FEL and 660' FSL of Bection 2, T-22-5, R-27-E, Eddy County, New Mexico.
We understand that this location is closer to the lease lines than the
rules specify for the Bast Carlsbad Morrow Gas Pocl and the East Carlsbad
VWolfcamp Gas Pool,(Statewide Rules).

This is to advise that Western Oil Producers, Inc. has no objection
to the granting of a permit to drill at this location and hereby waives
objection and notice of hearing on this application.

Very truly yours,
WESTERN OIL PRODUCERS, INC.
Bys

Titles

Date:




December 20, 1984

Union 011 Co. of California
500 N. Marienfeld
Midland, Texas 79701

Re: Application for Unorthodox
Prilling Permit
East Carlsbad (Wolfcamp) Pool
and Bast Carlsbad {Morrow)
Pool
Delta Fee $l1 Well
8/2 Section 2;
T-~22~8, R~27-E
Bddy County, New Mexico

Gentlemen:

%0 Pro¥Gtion Corp. plans to driil the Delta Fee il well at a location
660' FSL and 660' FEL of Section 2, T-22-5, R=-27-B, Eddy County, New Kexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the East Carlsbad Wolfcamp and Eazst Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewlde Rules). Consequently, TXO's Delta Fee #1
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee #1 at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) exscuted copies to us
in the enclosed self-addressed envelope. Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely sppreciated.

Sincerely,

Pavid M. Hundley
Area Landman

DMH/bv
Enciosure

©ct Mr., Chad Dickerson
P. Q. Drawer 239
Artesia, New Mexico 88210



\
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New Mexico 0ii Conservation Division
P, O. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and Bast Carlsbad (Morrow)
Pool
Delta Fee #1 Well
S/2 8ection 2,
T-22-8, R=27-E
Eddy County, New Mexico

Gentlemen:

Union 0il Co. of California,as an offset operator or offset owner of
operating rights, has been advised of the intention of TX0 Production
Corp. to drill the referenced 11,800' Morrow and Wolfcamp Test at a location
660" PEL and 6§60°' FSL of Section 2, T-22-S, R-27-E, Eddy County, New Mexico.
%e understand that this location is closer to the lease lines than the
rules specify for the Bast Carlsbad Morrow Gas Pool and the East Carlsbad
Wolfcamp Gas Pool (Statewide Rules).

This is to advise that Union Oil Co. of California has no objection
to the granting of a permit to drill at this location and hereby waives
objection and notice of hearing on this application.

Very truly yours,
UNION OIL CO. OF CALIFORMIA

By:

Title:

Date:

P

L



December 20, 1984

Pennzoil Company
P. O. Box 1828
Midland, Texas 79702

Re: Application for Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad {Mcrrow)
Pool
Delta Pee #1 Well
8/2 Section 2,
T-22-5, R-27-E
Eddy County, New Moxico

Gentlemens

X0 ProMction Corp. plans to drill the Delta Fee $#1 well at a location
660* FSL and 660°' FEL of Section 2, T-22-S, R-27-E, Eddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the EBast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660°' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee #1
well will require an exception to the MMOCD's Rule 104 C 1II (a). According
to this rule, permission to drill the Delta Fee #1 at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the propoaed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-~addresced envelope. Please give me a call should you
have any questions or want to discuss this matter further., Your prompt
and favorable response will be sincerely appreciated,

Sincerely,

David M. Bundley
Area Landman

DME/bv

Enclosure

cc: Mr. Chad Dickerson ; : 7
P. O. Drawer 239 '
Artesia, New Mexico 88210



New Mexico Oil Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) PooOl
and East Carlsbad (Morrow)
Pool
Delta Fee #1 Well
8/2 Section 2,
T-22-5, R-27-E
Eddy County, New Mexico

Gentlemen:

Pennzoil Company, as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660' FEL and
660° FSL of Section 2, T~22-8, R~27-E, Eddy County, New Mexico. We understand
_ that this location is closer to the lease lines than the rules specify for
% the East Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules).

This is to advise that Pennzoil Company has no objection to the

granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

Very truly yours,
PERNZOIL COMPANY

By:

Title:

Date:

™~



December 20, 1984

Champlin Petroleum
T™wo Allen Center, Suite 1900
Houston, Texas 77002

Re: Application for Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee 41 Well
8/2 Section 2,
Tr-22-S, R-27-B
Eddy County, New Mexico

Gentlemen:

@0 ProMction Corp. plans to drill the Delta Fee #1 well at a location
660*' FSL and 660' FEL of Section 2, T-22-5, R-27-E, Bddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee #1
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee #l at the proposed location
requires notice and hearing.

TXO wishes to drxill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells ig sufficient to ensure
no harmful effect on other producers.

If you have no cbjection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope. Please give me a call should you
have any questions or want to discuss this matter further., Your prompt
and favorable response will be sincerely appreciated.

Sincerely,
. pévid M. Hundley- - 77 ey
Area Landman
DMH/bv
Enclosure

ccs Mr, Chad Dickerson
P. O. Drawer 239
Artesia, New Mexico 88210



New Mexico 0il Conservation Division
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (vWolfcamp) Pool
and Bast Carlsbad (Morrow)
Pool
Delta Fee #l1 Well
8/2 Section 2,
T~22-5, R-27-B
Eddy County, New Mexico

Gentlemen:

Champlin Petroleum, as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660' FEL and
660* PSL of Section 2, T-22~85, R~27-E, Eddy County, New Mexico. We understand
that this location is closer to the lease lines than the rules specify for

the East Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules).

This is to advise that Champlin Petroleum has no objection to the
granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

Very truly yours,
CHAMPLIN PETROLEUM
By:

Title:

Date:




December 20, 1984

wWainoco 04l & Gas Co.
1200 Smith St., Suite 1500
Houston, Texas 77002

Re: Application for Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp] Pool
and East Carlsbad (Morrow)
Pool
Delta Fee $1 Well
5/2 Section 2,
T~22=8, R-27-B
Eddy County, New Mexico

Gentlerens

%0 Proliction Corp. plans to drill the Delta Fee #1 well at a location
660' FSL and 660' FEL of Section 2, T-22-8, R-27-E, Eddy County, New Mexico.
This well is being planned as a 11,800’ Morrow and Wolfcamp Test. The
field rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980°' from the end on the proration unit and 660' from the gide
of the proration unit (Statewide Rules), Consequently, TXO's Delta Fee {1
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee il at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it {s necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to othér producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope. Please give me & call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated,

Sincerxely,

pavid M. Hundley
Arez Landman

DM/ bv
Enclosute

cc: Mr. Chad Dickerson ;
P. O. Drawer 239
Artesia, New Mexico 88210



New Mexico 0il Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Res Application for an Unorthodox
Prilling Permit
Bast Carlsbad (Wolfcamp} Pool
and Fast Carishad (Morrow)
Pool
Delta Fee #1 Well
8/2 Section 2,
T-22-S, B-27-E
Eddy County, New Mexico

Gentlemen:

Wainoco O1il & Gas Co., as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660' FEL and
660' FSL of Section 2, T-22~-5, R-27-E, Eddy County, New Mexico. We understand
that this location ias closer to the lease lines than the rules specify for

the East Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules).

This is to advise that Wainoco 0il & Gas Co. has no objection to the

granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

7 Very truly yours,
WAINOCO OIL & GAS CO.

By:

Title:

Date:




AN

December 20, 1984

Gulf 01l Corp.
P. O. Box 1150
Midland, Texas 79701

Re: Application for Unorthodox
Drilling Permit
East Carlsbad {Wolfcamp) Pool
and Bast Carlebad (Morrow)
Pool
Delta Fee #1 Well
8/2 Section 2,
T~22-5, R~-27-B
Eddy County, New Mexico

Gentlemen:

X0 Praddiction Corp. plans to drill the Delta Fee £1 well at a location
660' FSL and 660' FEL of 8ection 2, T-22-§, R-27-E, Eddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1580' from the end on the proration unit and 660' from the side S
of the proration unit (8tatewide Rules). Consequently, TXO's Delta Fee 1
well will require an exception to the MMOCD's Rule 104 € 11 {a). According
to this rule, permission to drill the Delta Pee #1 at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover cil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2} executed copies to us
in the enclosed self-addressed envelope. Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

David M. Hundley
Area Landman

DMH/Dv
Bnclosure

cct Mr. Chad Dickerson
P. O. Drawer 239
Artesia, New Mexico 88210



New Mexico Oil Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodex
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee 31 Well
T-22-8, R-27~E
Eddy County, Rew Mexico

Gentlemen:

Gulf O0il Corporation, as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660' FEL and
660' FSL of Section 2, T-22-8, R~27-E, Eddy County, New Mexico. We understand
that this location is closer to the lease lines than the rules specify for

the Bast Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules).

This is to advise that Gulf 0il Corporation has no ocbjection to the
granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

B Very truly yours,
GULF 0OIL CORPORATION

By:

Pitle:

Date:




December 20, 1984

belta Drilling Co.
P. O. Box 3487
Midland, Texaz 79702 .

Res Application for Unorthodox
brilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Norrow)
Pool
Delta Fee ¢l Well
8/2 Section 2,
T-22-5, R~11-E
Eddy County, New Mexico

Gentlepens

TXO Progdction Corp. plans to drill the Delta Fee £l well at a location
660' FSL and 660' FEL of Section 2, 7T-22-85, R~27-B, Eddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the East Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee #1
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee #1 at the proposed location -
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance

from the proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope. Please give ma a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

David M. Hundley
Area Landman

DMR/bv
Enclosure

cct Mr. Chad Dickerson
?. 0. Drawer 239
Artesia, Hew Mexico 88210



New Mexico QOil Conservation Division
P. O. Box 2088
santa Pe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad {Morrow)
Pool
Delta Fee il Well
S/2 Section 2,
T-22-S, R-27-B
Eddy County, New Mexico

Gentlemen:

lta Drilling Co., as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660' FEL and
660' FSL of Section 2, T-22-8, R~-27-E, Eddy County, New Mexico. We understand
that this location is cleser to the lease lines than the rules specify for

the Bast Carlsbed Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
{8tatewide Rules).

This is to advise that Delta Drilling Co. has no objection to the
granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

Very t:ﬁiy yours,
DELTA DRILLING CO.
By:

Title:

Dates




December 20, 1984

Bass Enterprises Petroleum Co.
Mr. and Mrs., Perry K. Bass
Mr. and Mcs. Ralph ﬂlx

¢c/0 P. 0. Box 2760

Midland, Texas 79702

Re: Application for Unorthodox
Drilling Pemmit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fea #1 Well
S/ 2 Section 2,
T-22-8, R~27-E
Eddy County, New Mexico

Gentlexmen:

40 Production Corp. plans to drill the Delta Fee 31 well at a location
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
£ield rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Norrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). <Consequently, TXO's Delta Fee $1
well will require an exception to the NMOCD's Rule 104 C IX (a). According
to this rule, permission to drill the Delta Fee $1 at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute .
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope, Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

e s 8inceraly,

David M. Bundley
Area Landman

DMH/bv
Enclosure

cc: Mr. Chad Dicketson
P. O. Drawer 239 ,
Artesia, New Mexico 88210



New Mexico 0il Consegrvation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee {1 Well
S/2 Section 2,
T=-22-8, R-27-E
Bddy County, New Mexico

Gentlemen:

Bags Enterprises Petroleum Co., Perry K. Bass and wife Nancy Bass and
Ralph Nix and wife Prances Nix, as offset operators or offset owners of
operating rights, have been advised of the intention of TXO Production
Corp. to drill the referenced 11,800' Morrow and Wolfcamp Test at a location
660' FEBL and 660' FSL of Section 2, T-22~8, R~27-B, Eddy County, New Mexico.
We understand that this location is closer to the lease lines than the
rules specify for the East Carlsbad Morrow Gas Pool and the EBast Carlsbad
Wolfcamp Gas Pool {Statewide Rules).

This is to advise that Bass Enterprisesa Petroleum Co., Perry K. Bass
and wife Nancy Bass and Ralph Nix and wife Frances Nix have no objection
to the granting of a permit to drill at this location and hereby waive
objection and notice of hearing on this application.

Very truly yours,

Perry K. Bass Nancy Bass

Raiph Nix Prances NRix
BASS ENTERPRISES PETROLEM CO.

Bys
Titles ~ - ) —

Dates




BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF

TXO PRODUCTION CORP. FOR COMPULSORY :

POOLING AND AN UNORTHODOX LOCATION, : CASE NO.
EDDY COUNTY, NEW MEXICO :

AFFIDAVIT OF MAILING

STATE OF NEW MEXICO )
: ss.

COUNTY OF EDDY )
The undersigned, being first duly sworn, upon oath,

states that on the 20th day of December, 1984, the undersigned
did mail in the United States Post Office at Artesia, New Mexico,
a true copv of the Application of TXO Production Corp. for Com-
pulsory Pooling and an Unorthodox Location, in a securely sealed

postage prepaid envelope, addressed to Gulf 0il Corporation,

P. 0. Box 1150, Midland, Texas, 79702.

e DKo

Patti Menefee
SUBSCRIBED AND SWORN TO before me this 20th day of

December, 1984.

<. fcksbn

Notary Public

My commission expires:

1-d-ep




et FUTY

BASS ENTERPRISES PRODUCTION CO.
3700 CLAYDESTA NATIONAL BANK, 6 DESTA DRIVE
P. 0. BOX 2780
MIDLAND, TEXAS 79702

(915) 638-3300

JANUARY 7, 1985

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
& East Carlsbad (Morrow) Pool
Delta Fee #1 Well
S/2 Section 2, T22S, R27E
Eddy County, New Mexico
File: County Files

New Mexico 0il Conservation Division
P. 0. Box 2088
Santa Fe, NM 87501

Gent lemen:

Please find enclosed a waiver of objection by Bass Enterprises Production Co.
and Perry R. Bass for the proposed unorthodox location of TXO Production
Company's Delta Fee No. 1 Well.

Very truly yours,

Division Manager

4%%EEJDR/QD

Attachment

CC: J. E. Greve
TX0 Production Co., Attn: David Hundley
900 Wilco Bldg.
Midland, TX 79701




BASS ENTERPRISES PRODUCTION CO.
3700 CLAYDESTA NATIONAL BANK, 6 DESTA DRIVE
P. O. BOX 2760
MIDLAND, TEXAS 79702

(915) 638-3300

JANUARY 7, 1985

Re: Application for an !lnorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
& East Carlsbad (Morrow) Pool
Delta Fee #1 Well
S/2 Section 2, T22S, R27E
Eddy County, New Mexico
File: County Files

Bass Enterprises Production Co. and Perry R. Bass, as offset operator or offset
owner of operating rights, has been advised of the intention of TX0 Production
Corp. to drill the referenced 11,800' Morrow and Wolfcamp Test at a location
660' FEL and 660' FSL of Section 2, T22S, R27E, Eddy County, New Mexico. We
understand that this location is closer to the lease lines than the rules
specify for the East Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas
Pool (Statewide Rules).

This is to advise that Bass Enterprises Production Co. has no objection to the
granting of a permit to drill at this location and hereby waives objection and
notice of hearing on this application.

This waiver is granted by the undersigned provided the party or parties seeking
the non-standard Tocation by acceptance of this waiver do hereby agree that the
said undersigned may drill an offsetting well at a like non-standard location

without penalty if the said undersigned deems the drilling of such a well
necessary to protect correlative rights.

OFFSET OPERATOR: BASS ENTERPRISES PRODUCTION CO. AND PERRY R. BASS

AUTHORIZED BY: ‘l
V

DATE: JANUARY 7, 1985




C C_l'lomplin - | R

January 9, 1985

New Mexico 0il Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorothodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow) Pool
Delta Fee #1 Well
S/2 Section 2,
T-22-S, R-27-E
Eddy County, New Mexico

Gentlemen:

Champlin Petroleum, as an offset operator or offset owner of
operating rights, has been advised of the intention of TXO
Production Corp. to drill the referenced 11,800' Morrow and Wolfcamp
Test at a location 660' FEL and 660' FSL of Section 2, T-22-S,
R-27-E, Eddy County, New Mexico. We understand that this location
is closer to the lease lines than the rules specify for the East
Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules).

This is to advise that Champlin Petroleum has no objection to the
granting of a permit to drill at this location and hereby waives
objection and notice of hearing on this application.

Very truly yours,
CHAMPLIN PETROLEUM COMPANY

;. R. Carter, Jr. Zl/

JRC:rgo

cc: David M. Hundley
TX0O Production Corp.
900 Wilco Building
Midland, Texas 79701



STATE OF NEW MEXICO

ENERGY avo MINERALS DEPARTMENT

OlL CONSERVATION DIVISION

TONEY ANAYA POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
. SANTA FE, NEW MEXICO B7501
April 29, 1985 (50S) 827-5800

Chad Dickerson

Dickerson, Fisk & Vandiver

Attorneys at Law

Seventh and Mahone, Suite E
Artesia, New Mexico 88210

Dear Mr. Dickerson:

Per your request received in this office April 25,

1985, under the provisions of Division Order No. R-7817,
TXO Production Company is hereby granted an extension
of time to commence a well from May 1, 1985 to August 1,
1985.

Sincerely,

T Lol /o,

R. L. STAMETS
Director

RLS/MES/fd
cc: TXO Production Company

State Land Office - Louhannah Walker
~~Case File 8454



December 20, 1984
Westexrn Oil Producers, Inc. T
P. O. Box 1498
Roswell, New Mexico 88201

Re: Application for Unorthodox
Driiling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (uortow)
Pool
Delta Fee 41 Well
8/2 Section 2,
T=22-8, R~27-E
Eddy County, New Mexico

Gentlemen:

™0 Prodition Corp. plans to drill the Delta Fee #1 well at a location
660' FSL and 660' FEL of Section 2, 7T-22-5, R=-27-E, Eddy County, New uexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980°' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Pee §1
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee §#1 at the proposed location
requires notice and hearing.

TA0 wishes to drill this well at the proposed location because we
feel it is necessary 1f we are to recover oil and gas reserves underlying
our operating rights in our lease. UWe are also convinced that the distance
from the proposed location to other producing wells is sufficient to ensure
no harwmful effect on other producers.,

1f you have no objection to this location, please date and execute
the attached Waivers of Cbjection and return two (2) executed copies to us
in the enclosed self-addressed envelope. Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

David M. Hundley
Area Landman

DMH /by
Enclosure

ccs Mr. Chad Dickerson
P. O. Drawer 239
Artesia, New Mexico 88210



New Maxico 0il Conservation Division
P. O, Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and Bast Carlsbad (Morrow)
Pool
Delta Fee $#1 Well
S/2 section 2,
T-22-8, R-27-E
Eddy County, New Mexico

Gentlemen:

Western Oil Producers, Inc., as an offset operator or offset owner of
operating rights, has been advised of the intention of TXO Production
Corp. to driil the referenced 11,800' Morrow and Wolfcamp Test at a location
660' FEL and 660' FSL of Section 2, T-22-5, R-27-B, Eddy County, New Mexico.
We understand that this location is closer to the lease lines than the
rules specify for the East Carisbad Morrow Gas Pool and the East Carlsbad
Wolfcamp Gas Pool,{Statewide Rules).

This is to advise that Western Oil Producers, Inc. has no objection
to the granting of a permit to drill at this location and hereby waives
objection and notice of hearing on this application.

Very truly yoursa,
WESTERN OIL PRODUCERS, INC.

Bys

Titles

Date:




December 20, 1984

Union 011 Co. of California
500 N. Marienfeld
Midland, Texas 79701

Re: Application for Unorthodox
Drilling Permit
East Carlshad (Wolfcamp) Pool
and Bast Carlsbad {(Morrow)
Pool
Delta Fee £#) Well
8/2 Section 2,
T-22~5, R=27-E
Bddy County, New Mexico

Gentlemen:

730 ProMBtion Corp. plans to Arill the Delta Fee #1 well at a location
660' FSL and 660' FEL of Section 2, T-22-5, R-27-E, Eddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the East Carlsbad Wolfcamp and Bast Carlsbad Morrow
fields are 19580‘ from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TX0's Delta PFee ¢l
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee #) at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells ia sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed gelf-addressed envelope. Please give me a call should you
have any questions or want to discuse this matter further. Your proapt
and favorable response will be sincerely appreciated.

Bincerely,

David M. Bundley
Area Landman

DMHE/bv
Enclosure

cct Mr, Chad Dickerson
P. O. Drawer 239
Artesia, lew Mexico 88210



w,l

New Mexico 01l Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and Bast Carlsbad (Morzow)
Pool
Delta Pee 31 Well
8/2 8Section 2,
T-22-S, R=27-E
Eddy County, New Mexico

Gentlemen:

Union 0il Co. of California,as an offset operator or offset owner of
operating rights, has been advised of the inteantion of TXO Production
Corp. to drill the referenced 11,800' Morrow and Wolfcamp Test at a location
660' FEL and 660' FSL of Section 2, T-22-8, R-27-E, Eddy County, New Mexico.
We understand that this location is closer to the lease lines than the
rules specify for the Bast Carlsbad Morrow Gas Pool and the Bast Carlsbad
Wolfcamp Gas Pool (Statewide Rules).

This is to advise that Union 0il Co. of California has no objection
to the granting of a permit to drill at this location and hereby waives
objection and notice of hearing on this application.

Very truly yours,
UNION OIL CO. OF CALIFORNIA
Byt

Title:

L

ot



December 20, 1984

Pennzoil Company
P. O. Box 1828

Midland, Texas 79702

Re: Application for Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Pee #l1 Well
8/2 Section 2,
T-22-5, R-27-B
Eddy County, New Mexico

Gentlemens

TX0 Praoidiction Corp. plans to drill the Delta Fee #1 well at a location
660* FSL and 660°' FEL of Section 2, T-22-8, R~27-E, Eddy County, New Mexico,
Thie well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the East Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee #1
well will require an exception to the NMOCD's Rule 104 C IXI (a). According
to this rule, permission to drill the Delta Fee #1 at the proposed location
requizes notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are alsoc convinced that the distance
from the proposed location to other producing wells is sufficient to ensure
nc harmful effect on other producers.

If you have no objection to this location, please date and execute
the atteched Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addreseed envelope. Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

David M. Hundley
Area Landman

DMR/bv
Enclosure

‘¢t Mr. Chad Dickerscn
‘ P. O. Drawer 239
Artesia, New Mexico 88210

SN



New Mexico Oil Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee #1 Well
$/2 Section 2,
T-~22-S, R=27-B
Eddy County, New Mexico

Gentlemen:

Pennzoil Company, as an offset operator or offset owner of operating
rights, has been advited of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660°' FEL and
660° FSL of Section 2, T-22-3, R-27-E, Eddy County, New Maxico. We understand
that this location is closer to the lease lines than the rules specify for

" the Bast Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
{Statewide Ruies).

This is to advize that Pennzoil Company has no objection to the
granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

Very truly yours,
PERNZOIL COMPANY

By:

Title:

Date:

™~



December 20, 1984

Chazplin Petroleum
Two Allen Center, Suite 1900
Bouston, Texas 77002

Re: Application for Unorthodox
prilling Permit
Bast Carlsbad (Wolfcamp) Pool
and Eaat Carlsbad (Morrow)
Pool
Delta Fee 41 Well
8/2 Bection 2,
T-22-§, R=-27-R
Rddy County, New Mexico

Gentlemen:

%0 ProMction Corp. plans to drill the Delta Fee 41 well at a location
660' FSL and 6§60' FEL of Section 2, T-22-8, R~27-E, Eddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the Bast Carlsbad Wolfcamp and Baat Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Pee $1
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee §1 at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells 1s sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed coples to us
in the enclosed self-addressed envelope. Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,
; . 'David M. Hundley- - T ey
Area Landman
DMH/bv
Enclosure

cc: Mr. Chad Dickerson
P. O. Draver 239
Artesia, New Mexico 88210



New Mexico 0il Conservation Division
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and Rast Carlsbad (Morrow)
Pool
Delta Pee $1 Well
S/2 Section 2,
T™22-5, R-27-E
Eddy County, New Mexico

Gentlemen:

Champlin Petroleum, as an offset operator or offset owner of operating
rights, has been advised of the intention of TX0 Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660' FEL and
660' FSL of Section 2, T-22~-§, R-27-E, EBddy County, New Mexico. We understand
that this location is closer to the lease lines than the rules specify for

the East Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
{8tatewide Rules).

Thics is to advise that Champlin Petroleum has no objection to the
granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

Very truly yours,
CHAMPLIN PETROLEUM
By:

Title:

Date:




‘».3
R

Deceaber 20, 1984

Wainoco 011 & Gas Co.
1200 Smith St., Suite 1500
Bouston, Texas 77002

Re: Application for Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and Bast Carlsbad (Morrow)
Pool
Delta Pee $1 Well
S/2 Bection 2,
T~22-8, R-27-R
Eddy County, New Mexico

Gentlemens

TX0 ProiMction Corp. plans to drill the Delta Pee #1 well at a location
660. FSL m 660‘ FEL ot Section 2' 1"22’5, R—Z'l-E, Eddy County' H” micoo
This well s being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee #1
well will require an exception to the MMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Pee £l at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location hecause we
feel it is necessary if we are to recover oll and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance.
from the proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope. Ploase give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated,

Sincerely,

David M. Hundley
Area Landman

DMHE/bv
Enclosuce

ccs Mr. Chad Dickerson
P. O. Drawer 239
Artesia, New Mexico 88210



New Mexico 0il Conservation Division
P. O. Box 2088
Santa fe, New Mexico 87501

Ret Application for an Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee #1 ¥ell
S/2 Section 2,
T=22-S, BR=27-E
Eddy County, New Mexico

Gentlemen:

Wainoco 01l & Gas Co., as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660 PEL and
660' PSL of Section 2, T=22~-8, R-27-E, Eddy County, New Mexlco. We understand
that this location is closer to the lease lines than the rules specify for

the East Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules). )

This is to advise that Wainoco 0il & Gas Co. has no objection to the
granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

Wi,

Very truly yours,
WAINOCO OIL & GAS COC.

By:

Title:

Date:




"
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December 20, 1984

Gulf 0il Corp.
P. O. Box 1150
Midland, Texas 79701

Re: Application for Unorthodox
Priliing Permit
Bast Carlsbad (Wolfcamp) Pool
and Bast Carlsbad (Morrow)
Pool
Delta Fee #1 Well
8/2 Section 2,
P~22-5, R=-27-B
Eddy County, New Mexico

Gentlemen:

TXO Praddiction Corp. plans to drill the Delta Fee $1 well at a location
660' FSL and 660' FEL of Section 2, T-22-§, R-27-E, BEddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the East Carlsbad Wolfcamp and Eazt Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Pee §1
well will require an exception to the NMOCD's Rule 104 C 1I {a). According
to this rule, permission to 4rill the Delta Fee 3) at the proposed location
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wella is sufficient to ensure
no harmful effect on other producers.

1f you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to ua
in the enclosed self-addressed envelope. Please give me a cail should you
have any questions or want to discuzs this matter further. Your prompt
and favorable response will be sincerely appreciated.

Bincerely,

David M. Hundley
Area Landman

DMA/ by
Enclosure

ccs Mr. Chad Dickerson
P. O. Drawer 239
Artesia, New Mexico 88210

BrCR



New Maxico Oil Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Pee #1 Well
§/2 Section 2,
T-22~8, R=27-B
Eddy County, New Mexico

Gentlemen:

Gulf 0il Corporation, as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660' FEL and
660' PSL of Section 2, T-22-8, R-27-E, Eddy County, New Mexico. We understand
that this location is closer to the lease iines than the rules specify for

the Bast Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
{8tatewide Rules).

This 15 to advise that Gulf Oil Corporation has no cbjection to the
granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

5

Very truly yours,
GULF OIL CORPORATION

By:

Title:

Date:




December 20, 1984

Delta Drilling Co.
P. O. Box 3467
Midland, Texas 79702 .

Re: Application for Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and Bast Carlsbad (MNorrow)
Pool
Delta Fee $¢1 ¥ell
8/2 Section 2,
T-22-5, R=-27-E
Eddy County, New Mexico

Gentlemen:

TXO Progdction Corp. plans to drill the Delta Fee $1 well at a location
660' FSL and 660' FEL of Section 2, *~22-§, R=27-E, Eddv County, New Mexico.
This well is being planned as a 11,800°' Morrow and Wolfcamp Test. The
field rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1380' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee #1
well) will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee ¢1 at the proposed location -
requires notice and hearing.

TXO wishes to drill thies well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope. Please give me a call should you
bhave any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

David M. Hundley
Area Landman

DMH/bv
Enclosure

cct Mr., Chad Dickerson
P. 0. Drawer 239
Artesia, New Mexico 88210



New Mexico 0il Conservation Division
P. O. Box 2088
Santa Fe, Rew Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee {1 Well
8/2 Section 2,
T~22-S, R-27-B
Eddy County, New Mexico

Gentlemen:

Delta Drilling Co., as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 660°' FEL and
660' FSL of Section 2, T-22-8, R-27-E, Eddy County, Rew Mexico. We understand
that this location is closer to the lease lines than the rules specify for

the Bast Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules).

This is to advise that Delta Drilling Co. has no objection to the

granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

. Very truly yours,
DELTA DRILLING CO.

By:

Title:

Date:

[RE



December 20, 1984

Bass Rnterprises Petroleum Co,
Mr. and Mrs. Perry K. Bass
Mr. and Mrs. Ralph Nix

c/o P. 0. Box 2760

Midland, Texas 79702

Re: Application for Unorthodox
Drilling Permit
Bast Carlsbad (Wolfcamp) Pool
and Bast Carlsbad (Morrow)
Pool
Delta Fee $1 Well
8/2 Section 2,
T~22-5, B=27-E
Eddy County, New Mexico

Gentlemen:

T™HQ Production Corp. plans to drill tha Delta Pee 31 well at a location
660' PSL and 660' FRL of Section 2, T-22-8, R-27-E, Eddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcaxp Test. The
field rules for both the Bast Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee 31
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee 31 at the proposed location
requires notice and hearing.

TX0 wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from the proposed location to other producing wells is sufficient to ensure
no haraful effect on other producers.

If you have no objection to this lccation, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope., Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

R . Sincerely,

David M. Hundley
Area Landman

DMH/bv
Enclosure

cc: Mr. Chad Dicketson

P. O. Drawer 239 _
Artesia, New Mexico 88210

e



New Mexico 0il Conservation Division
P, O. Box 2088

Santa FPe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (wWolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee $) Well
8/2 Sectien 2,
T-22-8, R-27-E
BdAdy County, New Mexico

Gentlemen:

Bass Enterprises Petroleum Co., Perry K. Bass and wife Nancy Bass and
Ralph Nix and wife Frances Nix, as offset operators or offset owners of
operating rights, have been advised of the intention of TXO Production
Corp. to drill the referenced 11,800' Morrow and Wolfcamp Test at a location
660' FEL and 660' FSL of Section 2, T-22~-8, R~27-E, Bddy County, New Mexico.
We underastand that this location is closer to the lease lines than the
rules specify for the East Carlsbad Morrow Gas Pool and the East Carlsbad
Wolfcamp Gas Pool (Statewide Rules).

This is to advise that Bass Enterprisea Petroleum Co., Perry K. Bass
and wife Nancy Bass and Ralph Nix and wife Frances Rix have no objection
to the granting of a permit to drill at this location and hereby waive
objection and notice of hearing on this application.

Very truly yours,

Perry K. Bass Rancy Bass

Ralph Nix Frances Rix
BASS ENTERPRISES PETROLEUM CO.

By:

Title: ~ - ‘ -—

Date:




.‘k'% ?‘

December 20, 1984

CsK Petroleum, Inc.

¢/0 Enstar Petroleum, Inc.
P. O. Box 3546

Midland, Texas 79702

Re: Application for Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (¥orrow)
Pool
Delta Fee 1 Well
8/2 Section 2,
T~-22-8, R=27-B
Eddy County, New Mexico

Gentloman:

X0 Production Corp. plans to drill the Delta Fee #1 well at a locaticn
660' ¥SL and €60' FEL of Section 2, 7-22-S, R-27-E, Bddy County, New Mexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the East Carlisbad Wolfcazmp and Bast Carlsbad Morrow
fields are 198C' from the end on the proration unit and 660' from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee §l
well will require an exception to the RMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee #l1 at the proposed location
requireas notice and bearing.

TX0 wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underlying
our operating rights in our lease. We are also convinced that the distance
from :‘.he proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

¢ 1f you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-addressed envelope. Pleace give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

David M. Bundley
Area Landman

DNR/bv

~ Enclosure

ces Mr. Chad Dickerson
P. O. Drawer 239
Ax_tesia, Hev Mexico 88210

i



New Mexico Oil Conservation Division
P. 0. Box 2088

gsanta Pe, New Mexico 87501

Re: Application for an Unorthodox
Prilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad {(Morrow)
Pool
Delta Pee §1 Well
3/ 2 Section 2,
T-22-S, R=27=-B
Eddy County, New Mexico

Gentlemen:

C&K Petroleum, Inc., as an offset operator or offset owner of operating
rights, has been advised of the intention of TXO Production Corp. to drill
the referenced 11,800' Morrow and Wolfcamp Test at a location 6§60' FEL and
660' FSL of Section 2, T-22-5, R-27-E, Eddy County, New Mexico. We understand
that this location is closer to the lease lines than the rules specify for
the East Carlsbad Morrow Gas Pool and the East Carlsbad Wolfcamp Gas Pool
(Statewide Rules).

. This is to advise that C&K Petroleum, Inc. has no objection to the

granting of a permit to drill at this location and hereby waives objection
and notice of hearing on this application.

Very truly yours,
C&K PETROLEUM, INC.
Bys

Title:




January 3, 1985

Mr. and Mrs. Ralph Nix
P. 0. Box 617
Artesia, New Mexico 88210

Re: Application for Unorthodox
. Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee $#1 Well
8/2 Section 2,
T‘ZZ"'S[ R"Z?"B
Eddy County, New Mexico

Dear Mr., and Mrs. Nix:

TXO Production Corp. plans to drill the Delta Fee §1 well at a location
660' FSL and 660' FEL of Section 2, T-22-8, R~27-E, Eddy County, Mew Nexico.
This well is being planned as a 11,800' Morrow and Wolfcamp Test. The
field rules for both the East Carlsbad Wolfcamp and East Carlsbad Morrow
fields are 1980' from the end on the proration unit and 660° from the side
of the proration unit (Statewide Rules). Consequently, TXO's Delta Fee #1
well will require an exception to the NMOCD's Rule 104 C II (a). According
to this rule, permission to drill the Delta Fee #l at the propused lccation
requires notice and hearing.

TXO wishes to drill this well at the proposed location because we
feel it is necessary if we are to recover oil and gas reserves underiying
our cperating rights in our lecase. We are also convinced that the d{stance
from the proposed location to other producing wells is sufficient to ensure
no harmful effect on other producers.

If you have no objection to this location, please date and execute
the attached Waivers of Objection and return two (2) executed copies to us
in the enclosed self-~addressed envelope. Please give me a call should you
have any questions or want to discuss this matter further. Your prompt
and favorable response will be sincerely appreciated.

Sincerely,

Pavid M. Hundley
Area Landman

DMR/bv
Enclosure

ccs Mr., Chad Dickerson
P. O. Drawer 239
Artesia, New Mexico 88210



New Mexico 0il Conservation Diéision
P. O. Box 2088
Santa Fe, New Mexico 87501

Re: Application for an Unorthodox
Drilling Permit
East Carlsbad (Wolfcamp) Pool
and East Carlsbad (Morrow)
Pool
Delta Fee #l Well
8/2 Section 2,
T-22-S, R-27-E
Eddy County, New Mexico

Gentlemens

Ralph Nix and wife Frances Nix, as offset operators or offset owners
of operating rights, have been advised of the intention of TXO Production
Corp. to drill the referenced 11,800' Morrow and Wolfcamp Test at a2 location
660' FEL and 660' FSL of Section 2, T-22-§, R-27-E, Eddy County, New Mexico.
¥We understand that thig location is closer to the lease lines than the
rules specify for the East Carisbad Morrow Gas Pool and the East Carlsbad
Wolfcamp Gas Pool (Statewide Rules).

This is to advise that Ralph Nix and wife Frances Nix have no objection
to the granting of a permit to drill at this location and hereby waive
objection and notice of hearing on this application.

Very truly yours,

Ralph Nix

Frances Nix

Date:




TXO PRODUCTION CORP.
900 WILCO BUILDING
MIDLAND. TEXAS 79701
915/682-7992

January 31, 1985

0il Conservation Division OIL CONSERVATION DIVISION
P. O. Box 2088 SANTA FE
Santa Fe, New Mexico 87501

Attn: Mr. Gilbert P. Quintana

Re: Case #8454
Docket #3-85

Dear Mr. Quintana:

On January 16, 1985, the above referenced case was heard before you.
In this case, TXO Production Corp. sought approval for an unorthodox gas
well location as well as compulsory pooling from the top of the Wolfcamp
to the base of the Morrow Formation underlying the S/2 Section 2, T-22-S,
R-27-E, Eddy County, New Mexico.

As part of my testimony in Case #8454, I submitted an Operating Agree-
ment in which the following overhead rates were requested:

Drilling Well Rate $5,233.00 per month
Producing Well Rate $524.00 per month

After my testimony you asked if TXO Production Corp. had drilled
other wells in this area in which the requested rates were used and if so
would I furnish a copy of such an Operating Agreement. In accordance with
your request, enclosed please find an Operating Agreement for TXO Production
Corp.'s Cambridge Royalty #1 well, which was recently drilled in Southwestern
Lea County, New Mexico. Please note I have also attached signature pages
from our partners for this well.

I hope this copy of the Operating Agreement will satisfy your request
and the overhead rates which we requested will be approved. Currently we
are completing title work and settling surface location damages for the
well we plan to drill in the S/2 of Section 2, T-22-S, R-27-E. So that we
may accurately plan our drilling rig schedule, would it be possible for us
to know when to expect an order on Case #8454 from your office?

Thank you for assistance and cooperation and please call me collect
at the number shown above should you have any questions.

Sincerely,

e

David M. Hundl€y"
District Landman

DMH/bv

Enclosure

cc: Mr. Chad Dickerson Mr. W. Thomas Kellahin
Dickerson, Fisk & Vandiver Kellahin and Kellahin
Mahone Office Court, Suite E P. O. Box 2265
7th and Mahone Santa Fe, New Mexico 87504-2265

Artesia, New Mexico 88210
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OPFRATING AGREEMENT

THIS AGREEMENT. entered into by and between __TX0 Production Corp.

, hereinafter designated and
referred to as “Operator”™. and the siznatory party or parties other than Operator. sometimes hereinafter
referred to individually herein as “Non-Opcrator™, and collectively as “Non-Operators™,

WITNESSETIH:

WHEREAS. the parties to this agreement are owners of oil and gas leases and or oil and gas in-
terests in the land identified in Exhibit “*A™ and the parties hereto have reached an agreement to explore

and develop these leases and or oil and gas interests for the production of oil and gas to the extent and
as hereinafter provided:

NOW, THEREFORE. it is agreed as follows:

ARTICLE 1. —
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed
{o them:

A. The term "oil and gas™ shail mean oil, gas. casinghead gas. gas condensate. and all other liquid
or gaseous hydrocarbons and other marketable substances produced therewith. unless an intent to
limit the inclusiveness of this term is specifically stated. . -

.

B. The terms “oil and gas lease™, *lease” and “leasehold™ shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties to this agreemenc.

C. The term "oil and gas interests” shall mean unleased fee and mineral interests in tracts of
land lying within the Contract Area which are owned by parties to this agreement. e

D. The term-“Contract Area” shall mean all of the lands. oil and gas leasehold interests and oil
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands. oil and gas leaschold interests and oil and gas interests are described in Exhibit “A".

E. The term -drilling unit” shall mean the arca fixed for the drilling of one well by order or rule
of any state or 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 established by the pattern of drilling in the Contract Arvea
or as fixed by express agreement of the Drilling Parties.

F. The term -drillsite” shall mean the oil and gas lease or interest on which a proposed well is to
be located.

G. The terms “Drilling Party”™ and —Consenting Party” shall mean a party who agrees to join in
and pay its share of the cost of any operation conducted under the provisions of this agreement.

H. The terms “*Non-Drilling Party” and “Non-Consenting Party” shall mecan a party who elects
not to participate in a proposed opcration.

Unless the context otherwise clearly indicates. words used in the singular include the plural. the
plural includes the singular. and the neuter gender includes the masculine and the feminine.

ARTICLE 1I.
EXIIBITS

The following exhibits, as indicated below and attached hereto. arc incorporated in and made a

part hereot: -
X A. Exhibit A" shall include the following information:

(1) Identification of lands subject to agreement,

(2) Reoestrictions, if any, as to depths or formations,

(3) Percentages or fractional interests of parties to this agreement.

(4) Oil and gas leases and or oil and gas interests subject to this agreement.

(5) Addresses of parties for notice purposes.

ﬁj B. Exhibit “B”, Form of Lcase. -
(Xi C. Exhibit “C”, Accounting Drocedure.
XJ D. Exhibit D", Insurance.
A E. Exhibit “E”, Gas Bualuncing Agrcement.
F

;X" F. Exhibit “F”, Non-Diserimination and Certification of Noun-Segresated Factlities,

If any provision of any exhibit, except Exhibit “E™. is inconsistent with any provision contained
in the body of this agreement, the provisions in the body ot this azreement shall prevail.
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ARTICLE I
INTERESTS OF PARTILES

A, 0il and Gas Interests:

If any party owns an unlcased oil and gas interest in the Contract Arca. that interest shali be
treated for the purpose of this agreement and during the term hercof as if it were a leased interest
under the form of oil and gas lease attached as Exhibit "B, As to such interest. the owner shall re-
ceive royalty on production as prescribed in the form of oil and gas lecase attached hereto as Exhibit
*“B". Such party shall. however. be subject to all of the provisions of this agreement relating to lessees,
to the extent that it owns the lessce intevest. .

B. Interest of Parties in Costs and Production:

Exhibit ~A™ lists all of the parties and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions. all costs and liabilities incurred in operations under

- this agreement shall be borne and paid. and all cquipment and material acquired in operations on the

Contract Area shall be owned by the parties as their interests are shown in Exhibit “A™.

tion of oil and gas from the Contract Arca. subject to the payment of lessor's royalties
haorneadaas 2o

All produc-

St !--\

lolne Acequnt. shall also be owned by the parties in the same manner during the term

hereof: provided. however, this shall not be deemed an assignment or cross-assignment of interests cov-
ered hereby.

ARTICLE IV.
TITLES

A. Title Examination:

-

"Title ‘examination shall be made on the drillsite of an) plOpOde well prxvm to ‘commencement of
drilling operations or. if the Drilling Parties so request. title examination shall be made on the leases
and or oil and gas interests included. or planned to be included. in the drilling unit around such well.
The opinion will include the ownership of the working interest. minerals, royalty. overriding royalty
and production payments under the applicable leases. At the time a well is proposed. each party con-
tributing lecases and or oil and gzas interests to the drillsite. or to be included in such drilling unit, shall
furnish to Operator all abstracts (including Federal Lease Status Reports)

. title opinions, title papers
and curative material in its possession free of charge.

All such information not in the possession of or
made available to Operator by the parties. but necessary for the examination of title. shall be obtained
by Opecrator. Operator shall cause title to be examined by attorneys on its staff or by outside attorneyvs.
Copies of all title opinions shall be furnished to each party hereto. The cost incurred by Operator in
this title program shall be borne as follows:

{7 Option No. 1: Costs incurred by Operator in procuring abstracts and title examination {including

preliminary, supplemental, shut-in gas royalty opinions and division order utle opinions) shall be a
part of the udministrative overhead as provided in Exhibit ~C.” and shall not be a direet charge. whether
performed by Opurator’s staff attorneys or by outside attorneys. -

. Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attornevs
ér title examination (including preliminary, supplemental. shut-in gas rovalty opinions and division
order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each
Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit =A™,
Opcrator shall make no charge for services rendered by its staff attorneys or other

personne! in the
performance of the above functions.

Each party shall be responsible for securing curative matter and pooling aumendments or agreemen:s
required in connection with Jeases or otl and 2as interests contributed by such party. The Operator shall be
responsible for the preparation and recording of Pooling Designations or Declarations as well as the
conduct of hcarings before Governmental Agencies for the sccuring of spucing or pooling orders. This
shall not prevent any party from appearing on its own behalf at any such heanng.

No well shall be dredled on the Contract Avea until aiter (1) the utle to the deillzite or dritline unit
has been examined as above prm'iricd.g—r—’v-(l!) the title has been approved by the examining attorney or

title has been accepted Ly all of the parties who are to partiapate in the dodling of the well,

3. Loss ol Title:

[ Fuilwe ol _Tith Should any ol and zas interesi or lease, or interest therein, be lost througch
fatlure of ttle. whieh loss results in a reduction ot inierest trom that shown on Exhibit <A

. this auree-
ment. nevertheless, shall contimue i foree h

os toall cemuinning ol and

zas leases and mterests. and
{u) The party whose ot and cas Tease or interest
Y

15 atfected by the tile tature shall bear sione
the entire Joss and 1t shall not be entitied 10 recover trom Operator or the other parties any developnient
)y



N

C e
C e

AADL FORM 610 - MODEL FORM OPERATING AGRLEEMENT - 1977

—
HS‘D&-)C‘-MJ—GIJ"

DO N e mt e s b s b e
VBT aos wio

23

62

65

for been responsible o .
o operating costs fwhich it may have lhm'ctm'nrc/;m-i-. but there shall be no monetary liability on its

part to the other parties hereto for dritling. development. operating or other similar costs by rcaszon of
such title failure: and subsequently incurred

(b) There shall be no retroactive adjustment of expenses incurred or revenucs received from the
operation of the interest which has been lost, but the interests of the partics shall be revised on an acre-
age basis, as of the time it is determined finally that title failure has occurred, so that the intcrest of
the party whose lease or interest is affected by the title failure will thercaiter be reduced in the Contrac:
Area by the amount of the interest lost; and

(¢) If the proportionate interest of the other parties herveto in any producing well theretofore drilled
on the Contract Area is increased by reason of the title failurc. the party whose title has failed shall
receive the procecds attributable to the increase in such interests (less costs and burdens attributable

thereto) until it has been reimbursed for unrccovered costs paid by it in connection with such well;
and

(d) Should any person not a party to this agreement. who is determined to be the owner of any in-
terest in the title which has failed. pay in any manner anv part of the cost of operation. development,
or equipment, such amount shall be paid 1o the party or parties who bore the costs which are so refund-
ed: and ' .

(e} Any liability to account to a third party for pricr production of oil and gas which arises by
reason of title fatlure shall be borne by the party or panics({n the same proportions in which they snared
in-such prior produetion; and whose title failed

(f) No charge shall be made to the joint account for legal expenses. fees or salaries, in connection
with the defense of the interest claimed by any party hereto. it being the intention of the parties
hereto that each shall defend title to its interest and kear all expenses in connection therewith.

2. Loss bv Non-Payment or Erroneous Pavment of Amount Due: If, through mistake or oversight,
any rental, shut-in well payment, minimum rovalty or royvalty payment, is not paid or is erroneously
paid, and as a result a lease or interest therein terminates, there shall be no monetary liability against
the party who failed to make such payment. Unless the party who failed to make the required payment
secures a new lease covering the same intercst within ninety (90) days from the discovery of the faii-
ure to make proper payment, which acquisition will not be subjeet to Article VIIL.B.. the interesis of
the parties shall be revised on an acrecage basis, effective as ot the date of termination of the lease in-
volved, and the party who failed to make proper payment will no longer be credited with an interest in
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 required pavment shall not have been fully reimbursed. at the time of
the loss, from the procecds of the sale of oil and wus attributable to the lost interest., calculated on an
acreage basis, for the development and operating costs thercetofore paid on account of such interesi. it
shall be reimbursed for unrecovered actual costs therctofore paid by it (but not for its share of the
cost of any dry hole previously drilled or wells previously abandoned) from so much of the following
as is necessary to cffect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, therctofore accrued to the credit of the lost
interest. on an acreage basis, up to the amount of unrccovercd costs:

{b) Proceeds. less operating expenses. thereafter accrued attributable to the lost interest on an
acreage basis, of that portion of oil and gas thereafter produced and marketed (excluding production
from uny wells thereaiter drilled) which, in the absence of such lease termination. would be altributable
to the lost interest on an acrcage basis. up to the amount of unrecovered costs. the proceeds orf said
portion of the oil and gas to be contributed by the other parties in proportion to their vespective in-
tevests; and

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

becomes, the owner of the interest lost, for the privilege of participating in the Contract Area or be-
coming a party to this agreement,

3. Other Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2.
above, shall not be considered failure of title but shall be joint losses and shall be borne by all parties

in proportion to their intcrests. There shall be no readjustment of interests in the remaining portion of
the Contract Area.

ARTICLE V.
orenaTOR
A, DESIGNATION AND RESPONSIGILITIES OF OPERATOR:

—_TX¥0 Production Corp. . shall be the

Opcrator of the Contract Avea. and shall conduct and direet and have full control of ull operations on
the Contract Area as permitted and veguired by, and withun the lunits of, this agrevment,

It shali con-
duct all such operations i a good and workmanhie manner, but it shait have no liability as Qperator

to the other partics for losses sustated or labihties incurred, exeept. such as may result from gross
neghigenee or wiliful misconduct.

-3 -
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Resignation or Removal of Operator and Seleetion of Successor:

1. Resienation or Removal of Operator: Operator may resien at any time by uiving written notice

thereof to Non-Operators. If Operator terminates its legal existence. no longer owns an interest in the
Contract Area. or is no longer capable of serving as Operator. it shall cease to be Operator without any
action by Non-Operator. except the selection of u successor. Operator may be removed if it fails or
refuses to carry out its dutics hm':lu

by the affirmative vote of XQQ&K)C) l
ship as shown on Exhibit “A".
interest of Operator.

wder. or becomes inseivent, bankrupt or is placed in receivership.
v more Non-Operators owning a majority interest based on owner-
and not on the number of parties remaining after excluding the voting
Such resignation or removal shall not become effective until 7:00 o'clock A.M.
on the first day of the calendar month following the cxpiration of ninetv (90) days after the giving of
notice of resignation by Opcrator or action by the Non-Operators to remove Operator. uniess a successor
Operator has been selected and assumes the duties of Operator at an earlier date. Operator, after eifect-
ive date of resignation or removal. shall be bound by the terms hereof as a N(l)n-Operator. A change of
a corporate name or structure of Operator or transfer of Opcrator's interest to any single subsidiary,
parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator. a successor Op-
erator shall te selected by the Parties. The successor Operator shall be sclected from the parties owning
an interest in the Contract Area at the time such successor Opcrator is selected. If the Operator that
is removed fails to vote or votes only to succeed itself. the successor Opcrator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown

on Exhibit “A”. and not on the number of parties remaining after excluding the voting interest of the
Operator that was removed.

C. Employees:

The number of e_mployees used by Operator in conducting operations hercunder, their selection,
"and the hours of labor and the compensation for services performed. shall be determined by Operator.

and all such employees shall be the emplovees of Operator.

D. Drilling Contracts:

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 desires. Operator may employ its own tools and equipment in the
drilling of wells. but its charges therefor shall not exceed the prevailing rates in the arca and the rate
of such charges shall be agreed upon by the parties in writing belore drilling operations are com-
menced. and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in contracts of indepondent contractors who are doing wark of a sim-
ilar nature.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A.  Initial Well:

On or before the 1St day of February
ing of a well for oil and gas at the following location:

510* FSL and 1980*' FWL of Section 12, T7-16-S, R-35-E, Lea County,
New Mexico :

R 198_5, Opcrator shall commence the drill-

and shall thereafter continuc the drilling of the well with due diligence to 11,500' or a depth
sufficient to thoroughly test the Strawn Formation

unless granite or other practically impenetrable substance or condition in the hole. which venders
further drilling impractical, is encountered at a lesser depth, or unless all parties agree to complete or

abandon the well at a lesser depth.

Opcrator shall make veasonable tests of all formations encountered during deilhing which give in-
dicution of contaiming otl and gas in quantities sutteient to test, unless this agreement shall be Himiated
in ats application to a specific formation or formations, in which cevent Qperator shall be required to
test ondy the furmation or formations to which tHus agrcement may apply,

I Operator’s judument. the well will not prodice oil or vus in payvime quantiuies, and it wishes
ta pluz and abandon the well as o dev holes 1t shadl tiest secure the consent of all parties and <hail
piug and abundon sume as provided mo Article VEEL hereor.

- 4-
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B. Subsequent Operations:

1. Proposcd Operations: Should any party heveto desire to drill any well on the Contract Area
other than the well provided for in Article VLA, or to rework, deepen or plug back o dry hole drilled
at the joint expense of all parties or a well jointly owned by all the partics and not then producing
in paving quanuties, the party desiring to drill. rework. decpen or plug back such a well shall give the
other parties written notice of the propesed operation, specifyving the work to be performed. the laca-
tion. proposed depth. objective formation and the estimated cost of the operation. The partics receiv-
ing such a notice shall have thirty (30) days after receipt of the notice within which to notifs the
partics wishing to do the work whether they clect to participate in the cost of the proposed operation.
If a drilling rig is on location. notice of proposal to rework. plug back ov drill deeper may be given
by telephone and the response period shall be limited to forty-eight (48) hours. exclusive of Saturday.
Sunday or legal holidayvs. 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 thé proposed operation. Any
notice or response given by telephone shall be promptly confirmed in writing.

2. Operations bv Less than All Parties: If any party receiving such notice as provided in Article
VI.B.l. or VILE.l. elects not to participate in the proposed opecration. 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 sixty (60) days after the expiration of the notice peried of
thirty (30) davs (or gs promptly as possible after the expiration of the forty-eight (48) hour period
where the drilling rig is on location. as the case may be) actually commence work on the progosed
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 Op-
erator is a Non-Consenting Party, the Consenting Parties shall cither: (a) request Operator to perform
the work required by such proposed operation for the account of the Consenting Parties. or (b) desig-
nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article VIL.B.2.. shall comply with 411 terms

and conditions 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 {a) the total intevest
of the parties approving such operation. and (b) its recommendation as to whether the Consenting Par-
ties should procced with the opcration as proposed. Each Consenting Party. within forty-ecight (28)
hours (exclusive of Saturday. Sunday or legal helidays) uafter receipt of such notice. shall advize the
proposing party of ils desire to (a) limit participation to such party’s interest as shown on Exhibit A”,
or (b) carry its proportionate part of Non-Consenting Parties’ interest. *The proposing party, at its
election. may withdraw such proposal if there is insufficient participation. and shall prombptly notifv

all parties of such decision. *and failure so to advise the proposing party shall constitute

an election under (b).

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in
the proportions thev have elected to bear same under the terms of the preceding parazivaph. Consenting
Parties shall keep the leascehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Purties. It sueh
an operation results in a dry hole. the Consenting Parties shall plug and abundon the well at their sole
cost. risk and expense. If any well drilled. reworked. deepened or plucsed back under the provisions
of this Article vesults in a producer of oil and or gas in paying quantities. the Consenting Partics shall
complete and cquip the well to produce at their sole cost and risk. 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 Parties.
Upon commencement of operations for the drilling, reworking, deepening or plugzing back of any such
well by Consenting Parties in accordance with the provisions of this Article. cach Non-Consenting Party
shall be deemed to have relinquished to Consenting Parties. and the Consenting Parties shall own and
be cntitled to receive. in proportion to themwr respective interests. all of such Non-Consenting Party's
interest in the well and share of production therefrom until the procceds of the sale of such share.
caleulated at the well, or market value thevcot if such share is not sold (after deducting production
taxcs. royalty, overriding rovalty and other interests existing on the effecuive date hereof, payvable out of
or mcasured by the production from such well accruing with respect to such interest until it reverts)
shall equal the total of the following:

(a) 100, of cach such Non-Cunsenting Party’s shuare of the cost of any newly acquired surface
cquipment beyond the wellhead connections (including, but not hamted to. stock tanks, separators.,
treaters, pumping cquipment and piping), plus 100 2 of cack such Non-Cuonsenting Party's share of the
cost of operation of the well commencing with first pooductton and  continung until cach suceh Non-
Consenting Purty’s relinquished  interest shall revert 1ot under other provisions of this Article. it peing
agreed that cach Non-Conscntnz Party s share of such costs and cqummment will be that interest wiich
would have been charzeabie to cach Non-Cunsenting Purty had id participated in the well trom the oe-
ainning of the operation: and

ih) 300_ ;of that portion of the costs and expenses of dreitline rewarking, deepening, or pluginge

back, testhing and completine sater deductinge any cash contributions veeerved under aticle VIITC | and

**A well to be drilled to a depth of 10,000 feet subsurface or less, and 4005
" of that portion of such costs in a well to be drilled to a total depth greater
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*"or 4007 as applicable”
300 Xor that portion of the cost of newly acquired equipment in the well (to and including the well-

head connections). which would have been charveeable 1o such Non-Consentine Party if it had partici-
pated theren.

Gas production attributable 1o any Non - Consenting Party's relinquished interest upon sueh Party’s
clection. shall be seild to its purchaser, if available, under the terms of its existing cas sales con-
tract.  Such Non - Consenting Purty shall direet its purchaser to remit the proceeds receivable from
such sale direct to the Consenting Pavties until the amaounts provided tor in this Articie are vecov-
ered from the Non - Consenting Party’s relinquished interest. If such Nan - Consenting Party has rot
contracted for sale of its gas at the time such gas is available for delivery. or has not made the clec-
tion as provided above. the Consenting Parties shall own and be entitled to receive and sell such Non-
Consenting Party’s share of gas as hercinabove provided during the recoupment period.

During the period of time Consenting Partics are entitled to reccive No:n-Consenting Party’s share
of production. or the procceds theretrom, Consenting Parties shall be responsible for the payment of
all production. severatice, gathering and other taxes. and all royalty, overriding rovalty and other
burdens applicable to Non-Consenting Party’s: share of production.

In the case of any reworking, plugging back or deeper drilling operation. the Consenting Parties shall
be permitted to use. free of cost, all casing. tubing and other cquipment in the well. but the ownership of
all such equipment shall remain unchanged: and upon abandonment of a well after such reworking.

‘plugging back or deeper drilling, the Consenting Farties shall account tor all such equipment to the

owners thereof. with each party veceiving its proportionate part in kind or in value. less cost of
salvage.

Within sixty (60) days after the completion of any operation under this Article. the party con-
ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
ventory of the equipment in and connected to the well, and un itemized statement of the cost oY driiling.
deepening, plugging back. testinz, completing. and equipping the well for production: or, at its opuon.
the operating party, in licu of an itemized statement of such costs of operation, mayv submit a detailed
statement of monthly biflings. Each month thereafter, during the time the Consenting Parties are being
reimbursed as provided above. the Party conducling the operations for the Consenting Parties shall furn-
ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred ia the
opcration of the well. tozether with a statcrmient of the quantity of oil and gas produced from it and the
amount of proceeds realized from the sale of the well's working interest production during the precedinz
month. In determining the quantity of oil and gas produced during any month. Consenting Parvties
shall use industry accepted methods such as. but not limited (o, metering or periodic well tests.  Any
amount realized from the sale or other disposition of equipnient newly asequired in connection with any
such operation which would have been owned bv a Non-Consenting Party had it participated thevetn
shall be credited against the total unreturned costs of the work done and ot the equipment purciiased.
in determining when the interest of such Noun-Consenting Party shall revert to it us above provided:
and if there is a credit balance. it shall be paid to such Non-Consenting party.

If and when the Consenting Parties recover from a NMon-Consentine Purty’s relinquished interesi
the amounts provided for above. the relinquished interests of such Non-Consenting Purty shall auto-
matically revert to it, and. from and ufter such reversion. such Non-Consenting Purty shall own the same
interest in such well. the material and equipment in or pertaining thereto. and the production there-
from as such Non-Consenting Party would have been entitled to had it participated in the driliing,
reworking, decpening or plugging back of said well. Thereafter. such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operation of said well in
accordance with the terms of this agreement and the Accounting Procedure. attached hereto.

Notwithstanding the provisions of this Article VI.B.2.. it is agreed that witheut the mutual consent
of all parties. no wells shall be completed in or produced from a source of supply from which a well
located clsewhere on the Contract Area is producing, unless such well conforms to the then-existing
well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initial
well desenibed in Article VLA except (a) when Option 20 Article VILD.L.. has been sclected, or (b)
to the reworking, deepenming and plusging back of such imtin! weill il such well is or thereafter shall
prove to be a dry hole or non-commmercial well, atter having been drilled 1o the aopth speaitied in Article
VIA.

C. Right to Take Production in Kind:

Each party shall have the right to take in Kund or separately dispose of its proportionate share of
all ol and zas produced rrom the Contract \veu. exclusive of
velopment and producing operativns and n
vroduchon unavendabls {ost,

production which mav be used in de-
preparmie and treating oil oy marketing purposes and
Any extra expenditure meuired i the taking in kind or separate dispo-
sition by anv party of its proportionate share ot the orouct:on shail be borne by such party. Any
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party taking its share of production in kind shall be required to pay for only its proportionate share
of such part of Operator's surface facilities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its
interest in production from the Contract Area. and. except as provided in Article VILB.. shall be entitled
to receive pavment direct from the purchaser thereot for its share of all production.

In the event any party shall fail to muke the arrangements necessary to take in kind or scparately
dispose ot its proportionate share of the oil and gas produced from the Contract Area. Operator shall have
the right. subject to the revocation at will by the party owning it. but not the oblization. to purchase such
oil and gas or sell it to others at any time and from time to time. for the account of the non-taking
party at the best price obtainable in the area for such preduction. Any such purchase or sale by Op-
erator shall be subject always to the right’ of the owner of the production tp exercise at any time its
right to take in kind. or separately dispose of. its sharc of all oil and gas not previousiy delivered to a
purchaser. Any purchase or sale by Opcrator of any other party's share of oil and gas shall be only for

such reasonable periods of time as are consistent with the minimum needs of the industry under the

particular circumstances. but in no event for a period in excess of one (1) vear. Notwithstandinz the

foregoing., Operator shall not make a sale. including one into interstate commerce. of any other pariy's
share of gas production without tirst giving such other party thirty {30) days \noticc of such intended

sale. prior written

In the event one or more parties’ separate disposition of its share of thoe gas causes split-stream de-
liveries to separate pipelines and or 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 be allocated to it. the
balancing or accounting between the respective accounts of the parties shall be in accordance with

any Gas Balancing Agreement between the parties hereta. whether such Agreement is attached as
Exhibit “E", or is a separate Agrecement.

-

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at all recasonable times. at its sole risk to inspect
or observe operations. and shall have access at reasonable times to informuation pertaining to the de-
velopment or operation thereof. including Opcrator’s books and records relating thercto. Operator. upon
request. shall furnish cach of the other parties with copies of all forms or reports filed with govern-
mental agencies. daily drilling reports. well logs. tank tables. daily gauge and run tickets and regorts
of stock on hand at the first of cach month. and shall make avatlable samples of any cores or cuttings
taken from any well drilled on the Contract Arca. The cost of zathering and furnishing information to

Non-Ogperator. other than that specified above. shall be charged to the Non-Operator that requests the
information. ’

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled pursuant to Article VILB.2.

.any well
which has been drilled under the terms of this agreement and is proposcd to be completed as a dry hole

shall not be plugged and abandoned without the consent of all pacrties. Should Operator. after ditizent
effort. be unable to contact any party. or should anyv party fail to reply within forty-eight (48) hours
(exclusive of Saturday. Sunday or legal holidays) after receipt of notice of the proposal to pluz and
abandon such well, such party shall be deemed to have consented to the proposed abandonment. All
such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost.
risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-
jects to the plugging and abandoning such well shall have the right to take over the well and conduct
further operations in search of oil and or gas subject to the provisions of Article VI.B.

2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
worked pursuant to Article VIB.2. hereof for which the Consenting Parties have not Leen fully reim-
bursed as therein provided. any well which has been completed as a producer shall not be plugsed and
abandoned without the consent of all parties. If all partics consent to such abandonment. the well shall
be pluzzed and abandoned in accordance with applicable requlations and at the cost. risk and expense
of all the parties hereto. If. within thirty (30) days atter rveceipt ol notice of the proposed abandonment
of such well all parties do not acrce to the abundonment of any well. those wishine to continue its op-
craton shall tender 1o cach of the other parties its proportionaie share of the vilue of the well's salvable
material and cquipment. determumed in accordance with the provisions of - Exhibit “C7 less the estimated
cost of salvazing and the estimated cost of pluzsine and wbandonine,  Euch abandoming pacty shail
assien to the non-abacdonmme parties, without warranty, exproess or iinpliud‘ as to title or as to quantty,
quality, or tness for use of the cquipment and matenab all o its interest in the well and celated cquip-
meat, tozether with it mtervest in the leasehold estate as o) but onty as to. the mterval or intervals o the
tormation or formiations then open to production. 15 the mnterest o the abandomng party is or includes
an otl aod qas interest, such party shall exeeute and Jdeliver o the notn-abandonme party or parties ;;n
i and zas Jeases Hinnted to the interval or mtervals or the tormation or formations then upen to produc-
Hono e o term ol one vear and so long thereaiter as ol and oc cas s produced rom the tntervat or nter-

- .
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vals of the (ormatwon or formations covered thereby, such lease to be on the form attached as Exhibit
“B". The assienments ot leases <o limited shall encompass the “drilling unit”™ upon which the well is
located. The pavments by, and the assicamoents or leases to. the assienees shall be ina ratio based upon
the relationship of their respective pereentages of participation in the Cuntract Avea to the aggrezate of
the percentagzes of participation in the Contract Arca of all assignees. There shall be no readjustment
of interest in the vemmning portion of the Contrict Arvea.

Thercafter. abandoning parties shall have ne further vesponsibility. lability, or interest in the up-
eration of or production trom the well in the interval or intervals then open other than the rovaltics
retained in any lcase made under the terms of this Article. Upon request. Operator shall continue to
operate the assigned well for the account of the non-abandoning parties at the rates and charges con-

templated by this agreement. plus any additional cost and charges which may arise as the result of
the separate ownership of the assigned well

ARTICLE VIIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the parties shall be several. not joint or collective.
only for its obligations. and shall be liable only for its proportionate
and operating the Contract Area. Accordingly, the liens granted among

Each party shall be responsible
share of the costs of developing
the parties in Article VILE. are
given to secure only the debts of each severally. It is not the intention of the parties to create. nor shall

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

B. Liens and Pavment Decfaults:

-

" "Each Non-Operator grants to Operator a lien upon its oil and gas vights in the Contract Arca. and a
security interest in its share 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 at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C™. To the extent that Operatbr has a security interest under the
Uniform Commercial Code of the State. Operator shall be entitled to- excreise the rights and remecdies
of a secured party under the Code. The bringing of a suit and the obtaining of judegment by Operator
for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-
Operator in the payment of its share of expense, Operator shall have the right, without prejudice to
other rights or remedies. to collect from the purchaser the proceeds from the sale of such Non-Operator's
share of oil und or gas until the amount owed by such Non-Opcrator, plus interest has been paid. Each
purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any de-
fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-
crator's proportionate share of expense.

If any party fails or is unable to pay its shure of expense within sixty (60) davs atter rendition of
a statement therefor by Opcrator. the non-defaulting parties. ineluding Operator. shall, upon request by
Operator. pay the unpaid amount in the proportion that the interest.of cach such party bears to the in-
terest ol au such parties. Each party so paying its share of the unpaid amount shall, to obtain reimburse-
ment thereof, be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses
incurred in the development and operation of the Contract Area pursuant to this agreement and shall
charge cach of the parties hereto with their respective proportionate shares upon the expense basis pro-
vided in the Accounting Procedure attached hercto as Exhibit ~C™.. Opcrator shall keep an accurate
record of the joint account hereunder. showing expenses incurred and charges and credits made and
received.

—~

Opcrator. at its clection. shall have the right from time to time to demand and receive from the
other parties puyvment tn advance of Lheir respective shares of the estimated amount of the expense to
ke incurred in operations hereunder during the next suceeeding month, which right may be exercised only
by subnussion to cuch such party of an itemized statement of such estimated expense, together with
an invoice for its share thereof, Each such statement and invoice tor the pavment in advance of esti-
mated expense shall be submatted on or betore the 20th day of the next preceding month.,  Each party
shall pay to Operator its proportionate share ol stieh estimate within fitteen (13) days after such es-
tumate and invoree 15 recetved, I oany party tads to pav its shave of said estimate within said time, the
amount duce shall bear interest as provided 1o Extubit C™ until pand. Proper adjustment shall. be
made monthly boetween advances and actual expense to the end that cach party shall bear and payv its
proportionate share of actual cexpenses incurred. und no more.

-4 -
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D. Limitation of Expenditures:

1. Drill or Dceepnen: Without the consent of all parties, no well shall he drilled or deepened. ex-

copl any well drilled or deepened pursuant Lo the provisions of Article VL.B.Z. of this Aureement. it being
understood that the consent to the drilling or deepening shall include:

— QOption No. 11 All necessary expenditures tor the drilling or deepening, testing, completing and

cquipping of the well, including necessarv tankaze and orv surface facilities.

X Option No. 2: Al necessary expenditures for the driliing or deepening and testing of the well. When
such well has reached its authorized depth, and all tests have been completed. Operator shall give im-
mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
recciving such notice shall have forty-eight (48) hours (exclusive of Satlurday. Sunday and legal noli-
days) in which to clect to participate in the setting of casing and the completion attempt. Such election.

when made. shall include consent to all necessary expenditures for the completing and equipping of such
well. including necessary tankage and or surface facilities. Failuve of any 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 completion attempt. If one or more. but less than all of the parties. elect to set pipe and
to attempt a completion, the provisions of Article VI.B.2. hereotf (the phvase “reworking, deepening or
plugging back™ as contained in Article VI.B.2. shall be deemed to include “completing™) shall apply to
the operations thercafter conducted by less than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to-the provisions of Article VI.B.2. of this agree-
ment. it being understood that the consent to the reworking or plugging back of a well shall include

consent to all necessary expenditures in conducting such operations and completing and equipping of
said well, including necessary tankage and or surface facilities.

-

3. Other Operations: Operator shall not undertake any single project Vréavsﬂonably estimated to require
an expenditure in excess of __Fifteen thousand----- T=—-m-Tm====="Dollars ($15,000.00 )
except in connection with a well, the drilling. reworking, deepening, completing. recompleting, or plug-
ging back of which has been previously authorized by or pursuant to this agreement: provided. how-
ever. that. in case of explosion, fire. flood or other sudden emergency,. whether of the same or different
nature. Operator may take such steps and incur such expenses as in its opinion are required to deal with
the emergency to safeguard lifc and property but Qperator, as promptly as possible. shall report the emer-
gency to the other parties. If Operator prepares “Authority for. Expenditures™ for its own use.
Operator. upon request. shall furnish copies of its ""Authority for Expenditures™ for any sinecle project

costing in excess of __Fifteen thousand--c-coeec-commmmavaoammpyjinys (s15,000.00 ).

E. Royaltics, Overriding Royalties and Other Payments:

rovalties to the extent of
duc on its shave of production and shull hold the other parties f{ree

Each partv shall pag' or deliver. ot cause to be paid or delivered. all
from any lability therefor. If the interest of any party in any oil and cas lease covered by this agvee-

One-fourth (1/4th

ment is subject to any royvalty. overviding royvalty. production pavment, or other charge over and zbove
the aforesaid voyalty. such puarty shall assume and alone bear all such obligations arnd shall account
for or causc to be accounted for. such interest to the owners thercof.

No party shall ever be responsible. on any price basis higher than the price reccived 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 receive settlements on a higher price basis, the party contributing such lease shall bear the
royalty burden insofar as such higher price is concerned.

F. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shul-in well payments and minimum rovalties which may be required under the terms of
any lease shall be paid by the 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 contributed interests in the same lease to this
agreement. such partics may desisnate one of such partics to make said payments for and on behalt of all
such parties. Any party may request. and shall be entitled to reecive. proper evidence of all such pav-
ments. [n the event of failure to make proper payment of any rental. shut-in well pavment or minimum
royualty throush mistake or oversicht where such pavment is requived to continue the lease in foree.

any loss which results from such von-pavment shall be borne in wecordance with the provisions ot Article
Iv.B.2

Opcrator =hall noufy Non-Operatar of the anticipated completion of a shut-m cas well, oe the shut-
tine i or return to production of a producing zas welll at least tive (5) davs (excluding Saturday. Sun-
dav and holidavs), or at the carliest opportunmity permitted by circumstances, prior to 1aking such action,
bul assumes no liability for faiture to do so. [ the event of failure by Operator W sn notity Non-
Uperator, the ioss of any lease contributed hereto by Non-Operator for tailure to make timely pavments

"0
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1 of anyv shut-in well pavment shatl be borne jointly by the partivs hereto under the provisions of Asrtucle
2 IV.B.. .

3

4 G. Taxes:

b

6 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad
i

valorem taxation all property subject to this agreement which by law should be rendered for such
8 taxcs. and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the ren-
9 dition date. each Non-Operator shall furnish Operator information as to burdens (to include, but not be
10 limited to, rovaltics. overriding royalties and production payments) on leases and oil and zas interests con-
11 tributed by such Non-Operator. If the assessed valuation of any leasehold cstate is reduced by reason of its
12 being subject to outstanding excess royalties. overriding royalties or production payments, the reduction in
13  ad valorem taxes resulting therefrom shall'inure to the benefit of the owner qr owners of such leasehold
14  estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such
15 reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-

16 ner provided in Exhibit *C" gaq Article XV.D. for additional provisions

17 - . ) .
18 If Operator considers any tax assessment improper. Operator may, at its discrction. protest within
19 the time and manner prescribed by law. and prosecute the protest to a final determination. unless all =

20 parties agree to abandon the protest prior to final determination. During the pendency of administrative
21 or judicial proceedings, Operator may elect to pay, under protest. all such taxes and any interest and
22 penalty. When any such protested assessment shall have been finally determined. Qperator shall pay
the tax for the joint account, together with any interest and penalty accrued. and the total cost shali then
24 be assessed against the parties, and be paid by them, as provided in Exhibit “C".

25 ‘

Each party shall pay or cause to be paid all production. severance, gathering and other taxes im-
7 posed upon or with respect to the production or handling of such party's share of oil and or gas pro-
28 duced under the terms of this agreement.

-

—= 9 . AR e e I .
30 H. Insurance:
31 .
32 At all times while opcrations are conducted hereunder, Operator shall comply with the Workmen's
33 Compensation Law of the State where the operations are being conducted; provided. however, that Op-
34

erator may be a self-insurer for liability under said compensation laws in which event the only charge
353 that shall te made to the joint account shall be an amount equivalent to the premium which would have
36 been paid had such insutance been obtained. Operator shall also carry or provide insurance for the
Operator shall require all contractors engaged in work on or for the Contract Arca to comply with the
39 Workmen's Compensation Law of the State wherethe -operations are being conducted and to maintain
40  such other insurance as Operator may require.

42 In the event Automobile Public Liability Insurance is specified in said Exhibit “D”, or subscquently
43 reccives the approval of the parties. no dirvect charge shall be made by Opcerator for premiums paid for
44  such insurance for Operator’s fully owned automotive equipment.

45

16 ARTICLE Vill :

47 ACQUISITION. MAINTENANCE OR TRANSFCER OF INTEREST

48

49 A. Surrender of Leases:

50 .

51 The leases covered by this agreement. insofar as they embrace acreage in the Contract Acea. skall
52 not be surrendered in whole or in part unless all parties consent thercto.

53

54 However, should uny party desive to surrender its interest in any lease or in any portion thercof, and

55 other parties do not agree or consent thereto. the party desiring to surrender shall assign. without express
56 or implicd warranty of title, all of its interest in such lease. or portion thereof, and any well, material and
57 cquipment which may be located thercon and any rights in production thereafter secured. to the parties
58 not desiring to surrender it If the interest of the assigning party includes an oil and 2as interest, the

as-
59 signing party shall execute and deliver ta the party or partics not desirine to surrender an oil and zas
60 lease covering such oil and gas interest for a term of one year and so long thereatter as oil and or gas

61 is produced from the lund covered thereby, such lease to be on the form attached hereto as Exhibit <B™
Upon such assignment, the assiening party shall be relieved from all oblizations thereatter aeeruing,

63 but not theretolore accrued. with respect to the acreane assiened and the operation of any well thereon,
64 und the assigning party shall have no further interest in the fease assigned and its equipment and pro-
63 duction ather than the rovalues rvetained in any lease made under the terms of this Article. The parties
66  assignce shuall puy to the party assignor the reasonuble salvase value of the latter's interest in any wells
67 und ecquipment on the assigned acreage. The value of all muaterial shall be determined in accordance
68 wwith the provisions of Exhibit ~C"”, less the estimated cost of salvasing and the estimated cost of plug-
69 mmng gnd abandommz, I the assignment s in favor of more than one party, the assigned interest shail
70

- 10 - s
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I be shared by the patties assience m the proportions that the interest of cach bears to the interest of all
2 parties assiznec. :

K]

4 Any assienment or surrender made under this provision shall not reduce or change the assignor’s or
3 surrendering parties’ nterest. as it was immediately before the assignment, in the balance of the Contract
6  Arca: and the acrceage asvigned or surrendered, and subseguent operations thereon. shall not therealter
7 be subject to the tevms and provisions of this agreement.

8

9 B. Renewal er Extension of Leases:

10

11

If any party secures a renewal of any oil and gas lease subject to this Aurcement, all other parties
12 shall be notified promptly. and shall have the right for a period of thirty (30) days following receipt
13  of such notice in which to elect to participate in the ownership of the rencwal lease. insofar as such
14 lease affects lands within the Contract Area, by paying to the party who ucqu"xred it their several proper
15  proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
16  which shall be in proportion to the interests held at that time by the parties in the Contract Area.

17 - '

18 If some. but less than all. of the parties elect to participate in the purchase of a renewal lease. it .
19  shall be owned by the parties who elect to participate therein. in a ratio based upon the relationship of -
20  their respective percentage of participation in the Contract Area to the uggregate of the percentages

21  of participation in the Contract Area of all parties participating in the purchase of such renewal lease.

- 29

22 Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement. -

23 ' _

24 Each party who participates in the purchase of a renewal lease shall be given an assignment of its

25 proportionate interest therein by the acquiring party. i

26

27 The provisions of this Article shall apply to renewal leases whether they are for the entire interest -

28 covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewa! lease -
“taken before the expiration of its predecessor lease. or taken or contracted for within six {6) months after T

30 the expiration of the existing lease shall be subject to this provisian: but any lease taken or contracted

31

for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
32 lease and shall not be subject to the provisions of this agrecement.

33

34 The provisions in this Article shall apply also and in like manner

to extensions of oil and gas
35 leases.  geo Article XV.E for additional provisions.

36

37 C. Acrcage or Cash Contributions:

38 )

39 While this agreement is in force, if any party contracts for a contribution of cash toward the drilling
40

of a well or any other operation on the Contract Area. such contribution shall be paid to the party who
41 conducted the drilling or other operation and shail be applied by it against the cost of such drilling ov
42  other operation. If the contribution be in the form of acreaue. the party to whom the contribution is
43  made shall promptly tender an assignment of the acrcage. without warranty ot title, to the Driliing

44 Parties in the proportions said Drilling Parties sharved the cost of drilling the welll If a4l parties hereto

43 are Drilling Parties and zceept such tender, such acreace shall become a part of the Contract Arvea and
4 be voverned by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
47 accept such tender. such acreage shall not become a part of the Contract Area. Each party shall prompt-
48

ly notify all other parties of all acreage or money contributions it may obtain in support of any well or
49 any other operation on the Contract Area.

If any party contracts for any consideration relating to disposition of such party’s share of substances

produced hereunder, such consideration shall not be deemed a contribution as contemplated in this
53  Article VIIL.C.

54

55 D. Subsequently Created Interest:

56

57 Notwithstanding the provisions of Article VIILE. and VIIL.G.. if any party hereto shall, subscquent
538 tn cxccution of this aurcement. create an overriding rovalty, production payment. or net proceeds inter-
59  est. which such interests ace hereinatter referred to as “subscquently created interest”™, such subscquently
60 created interest sinall b specifically made subject to all of the terms and provistons of this asreement. as

61 follows:

62

G4 1. If non-consent operations are conducted pursuant 1o anyv provisien of this agreement, and the
64  purty conducting
65 oul of which the
66

such operations becomes enutled W receve the production attributable to the interest
subscquently ereated mterest s dertved. such party shatt vecvive sume free and clear
of such subsequenty created interest. The party creating same shall bear and pay all such subsequently
67 created mterests and shall indemnity and hold the other p
68 alt hiabdity resulting theretrom. D R
69

arties herveto free and harmless from any and

- 11 -
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2. 1f the owner of the interest from which the subsequentiy created interest s derived (1) fails to

pav. when due. its share of expenses charseable hereunder. or (2) elecets to ubandon & well under pro-
visions of Article VLE. hereot. or (3) clects to surrender a lease under provisions of Article VIILA.
hereof. the subsequently created interest shall be chargeable with the pro rvata portion of all expenses
hercunder in the same manner as il such interest were a working interest. For purposes of collecting
such chargeable expenses. the pavty or parties who receive assignments as a result of (2) or (3) above
shall have the right to enforce all provisions of Article VILB. herrof against such subsequently created
interest.

E. Maintenance of Uniform Interest:

For the purposc of maintaining uniformity of ownership in the oil and gas leasehold intevests
covered by this agreement. and notwithstanding any other provisions to the contrary. no party shall
sell. encumber. transfer or make other disposition of its interest in the {eases embraced within the Con-
tract Area and in wells. equipment and production unless such disposition covers cither:

1. the entire interest of the party in all leases and equipment and production: or

2. an equal undivided interest in all leases and equipment and production in the Contract Avea.

Every such sale. encumbrance. transfer or other disposition made by any party shall be made ex-
pressly subject to this agreement. and shall be made without prejudice to the right of the other pa:ties.

If, at any time the interest of any party is divided among and owned by four or mote cg-owners.
Operator. at its discretion, may require such co-owners to éppoint a single trustee or agent with full
authority to receive notices, approve expenditures. receive billings for 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
party’s interests within the scope of the operations embraced in this agreement: however™ all such
co-owners shall have the right to enter into and execcute all contracts or azreements for the disposition
of their respective shaves of the oil and gas produccd from the Contract Area and they shall have the
right to receive. separately. payment of the sale proceeds hereof.

F. Waiver of Right to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located. each
party hereto owning an undivided interest in the Contract Arca waives any and all rights it may have
to partition and have set aside to it in severalty its undivided interest therein.
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e Contract Arvca, it shall promptly give written notice to the other poarties, with (ol

wind all other terms of

Twlions the anterest which the other party

¢ vurchasing partics shall sharve the pur-
‘he tatal interest of all purchasing

antially all of its assets to a subsidiary or parent company or 0 a subsidiary oF pavent
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create. and shall not be construed to create. a relationship of part-
nership or an association for profit between or among the parties hereto.  Notwithstanding any pro-
visions herein thut the rnights and liabilities hercunder are several and not joint or collective. or that this
agreement and operations hereunder shall not constitute w partnership. if. for Federal income tax pur-
poses. this aarcement and the operations hercunder ave vesarded as o parthership, ecach party hereby
alffected elects 1o be excluded from the application of all ot the provisions of Subchupter ~K", Chapter
1, Subtitle A", of the Internal Revenue Code of 1954, as permutted and authorized by Scetion 761 of
the Code and the reculations promuleated thereunder. Operator is uulil()l-i.cg~(! and direceted to execute on
hehall of cuch party hereby atfected such cevidence ol this clection as may be required by the Sceretary
of the Treasury ot the United States ov the Federul Internal Revenue Serviee, including specifically, but
not by way of limitation. wll ol the returns, statements. and the duta required by Federal Regula-
tions 1.761. Should there be any iequirement that cach party hereby atfected give further evidence ‘ol‘
this cvlection. cach sucih party shall exceute such documents and furnish such other evidence as may be

reguired by the Fuederal Internal Revenue Scrvice or as mav be necessacy to evidence this eleetion, N

-

-12- :
4




C e
- e

AALL TORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

—

I

—
=

-~}

62
63
64
63

66

67
63
69
70

such party shall zive any notices or take any other action inconsistent with the election made hereby.
If any present or future income tax laws of the state or states in which the Contract Area is jocated or
any future income tax laws of the United States contain provisions similar to those in Subchapter “K",
Chapter 1. Subtitle ~A”, of the Internal Revenue Code of 1954, under which an clection similar to that
provided by Section 761 of the Code is permitted. cach party hereby affected shall make such clection us
may he permitted or required by such laws. In making the foregoing clection, cach such party states that
the income derived by such party {rom Operations hercunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit avising from operations hercunder if the ex-
penditure does not exceed —_Four thousand==---
(s_4,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount
required for settlement exceeds the above amount, the parties hereto shall gssumc and take over the

)

------ - > - = > = - Dailars

- further handling of the claim or suit. unless such authority is delegated to Operator. All costs and ex-

pense of handling. settling. or otherwise discharging such claim or suit shall be at the joint exgense
of the parties. If a claim is made against any party or if any party is sucd on account of any matter
arising from operations hereunder over which such individual has no control because of the rights ziven
Operator by this agreement. the party shall immediately notify Operator. and the claim or suit shall
be treated as any other claim or suit involving operations hereunder.

ARTICLE XI.
FORCLE MAJEURE

If any party is rendered unable, wholly or in part. by force majeure to carry out its oblizations
under this agreement. other than the obligation to make money payments. that party shall give to all
other parties prompt written notice of the force majeure with reasonably full particulars concerning it:
thercupon. the obligations of the party giving the notice. so far as they are affected by the force majeure.
shall be suspended during. but no longer than. the continuance of the force majeure. The affected zarty

ERali®

shall use all reasonable diligence to remove the force majeure situation as quickly as practicable.

The requirement that any force majeure shall be remedied with all reasonable dispatch shail not
require the settlement of strikes. lockouts, or other labor difficulty by the party involved. contrary 10 1is
wishes: how all such difficulties shall be handled shall be entirely within the discretion of the

sarty
concerned,

The term “‘force majeure”. as here employved. shull mean an act of God. strike. lockout. or other
industrial disturbance. act of the public enemy, war, blockade. public viot, lightnine, fire. storm. flood.
explosion. governmental action. governmental delay. restraint or inaction. unavailability of equigment.

and any other cause. whether of the kind specifically enumerated above or otherwize. which is not
rcasonably within the control of the party claiming suspunsion.

ARTICLE XIL
NOTICES

All notices authorized or required between the parties. and required by any of the provisions of
this agrcement, unless otherwise specifically provided. shall be given in writing by United States mail
or Western Union telegram. postage or charges prepaid. or by teletype. and addressed to the pariy to
whom the notice is given at the addresses listed on Exhibit “A™. The originating notice given under anyv
provision hercof shall be deemed given only when received by the party 10 whom such notice is directed,
and the time for such party to give any notice in response thereto shall run from the date the originat-
ing notice is reeeived. The second or any responsive notice shall be deemed given when deposited in
the United States matil or with the Western Union Telegraph Company. with postage or charges pregaid,
or when sent by teletype. Each party shall have the rvight to change tts address at any time. and {rom
time to time. by giving written notice hereof to all other parties,

ARTICLLE XIIIL
TERM OF AGREEMUNT

This aurcement shall remain in full foree and crieet s to the oil and gas leases and or oil and =o2s in-

terests subjected hercto for the periad of time selected Lelow: provided. however, no party hereto shall
ever be construcd as having any right, title or anterest i or o any lease, or ol and 2as interest con-
tributed by any other party bevond the term ot theis aureement,

-

iare con-
lUnued o toree as Lo any part ot the Contract Avca. whether by production. extension, renewal ur other-

172 Option No. 1o So louw as uny of the ol and wus feases subjeet to this agreement remain or

wise. and or o long as otl and/or sas production continues teom any lease or oil and sus interest,

-13 - :
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X Owntion No 20 In the cvent the well deseribed in Article VEAL or any subsequent well drilled
under any provision of this agreement. rvesults in production of oil and or gas in paving quantities, this
agreement shall continue 1n force so lone as any such well or wells produce, or are capable of produc-
tion. and for an addttional period of 120 dayvs from cessation of all production: provided. however.
if. prior to the expiration of such additional period. one or move of the parties hercto are ensazed in
drilling or reworking a well or wells hercunder. this agreement shall continue in foree until such op-
erations have been compicted and if production results theretrom. this agreement shall continue in

-l B W e W

[
©

8 forcc as provided herein. In the event the well desenibed in Article VAL or any subsequent well
9 drilled hercunder. results in a dry hole. and no other well is producing. or capuble of producing oil
10 and or gas from the Contract Area. this agreement shall terminate unless drilling or reworking opcra-
11 tions are commenced within €Y days from the date of abandonment of said weil.
12
13 It ts agreed. however, that the termination of this agreement shall not relieve any party hereto from
14  any liability which has accrued or attached prior to the date of such termination.
15
16 ARTICLE XI1V.
17 COMPLIANCE WITIH LAWS AND REGULATIONS
18 -
19 A. Laws. Regzulations and Orders: . T
20
21 This agreement shall be subject to the conservation laws of the state in which the committed
22  acreage is located. to the valid rules. regulations. and orders of any duly constituted regulatory body of
23 said state: and to all other applicable federal. state, and local laws. ordinances. rules. regulations. and
24  orders.
25 ’
26 B. Governing Law:
27

The essential validity of this agreement and all matters pertaining thereto. including, but fot lim- o
29 ‘ited to. matters of performance, non-performance. breach, remedies, procedurbs. rights. duties and in-
30 terprectation or construction. shall be governed and determined by the law of the state in which the
31 Contract Area is located. If the Contract Area is in two or more states. the law of the state where rmiost
32 of the land in the Contract Area is located shall govern. '
33
34 ARTICLE XV.
35 OTIIER PROVISIONS
36
3; A. Sale of Gas Production:
39 It is recognized by the parties hereto that in addition to each party's share
40 of working interest production as shown in Exhibit "A", such party shall have the
41 pjght, subject to existing contracts, to market the royalty gas attributable to
42 each lease which it contributes to the Contract Area and to receive payments due
43 for such royalty gas produced from or allocated to such lease or leases. It is
44 agreed that, regardless of whether each party markets or contracts for its share
45 of gas, including the royalty gas under the leases which it contributed to the
46 Contract Area, such party agrees to pay or cause to be paid to the royalty owners
47 under its lease or leases the proceeds attributable to their respective royalty
48 interest and to hold all other parties hereto harmless for its failure to do so.
49
50 B. Billing Additional Interests:
51
52 Notwithstanding the provisions of this agreement and of the accounting procedure
53 attached as Exhibit "C", the Parties to this agreement specifically agree that in
54 no event during the term of this contract shall Operator be required to make more

s5 than one billing for the entire interest credited to each Party on Exhibit "A“. It

56 1is further agreed that if any Party to this agreement (hereinafter referred to as

s7 "Selling Party') disposes of part of the interest credited to it on Exhibit "A", the
58 Selling Party shall be solely responsible for billing its assignee or assignees,

s9 and shall remain primarily liable to the other parties for the interest or interests
go assigned and shall make prompt payment to Operator for the entire amount of state-

g1 ments and billing rendered to it. It is further understcod and agreed that if Selling
g2 Party disposes of all its interest as set out on Expnibit “"A", whether to one or

63 several assignees, Operator shall continue to issue statements and billings to the

g4+ Selling Party for the interest conveyed until such time as Selling Party has

g5 designated and qualified one assignee to receive the billing for the entire

gy interest. In.order to qualify one assignee to receive the billing for the entire

g interest credited to Selling Party on Exhibit "A", Selling Party shall furnish

¢ to Operator the following:

69
0

. -

-4 -



C ~

1., Written notice of the conveyance and photostatic or cer-
tified copies of the assignments by which the transfer was made.

2. The name of the assignee to e billed and a written state-
ment signed by the assignee to be billed in which it consents to
receive statements and billings for the entire interest credited to
Selling Party on Exhibit "A" hereof; and, further, consents to handle
any necessary sub-billings in the event it does not own the entire
interest credited to Selling Party on Exhibit "A".

C. Disbursement of Royalties:

If a purchaser of any oil, gas or other hydrocarhbons produced from
the Contract Area declines to make disbursements of all royalties,
overriding royalties, working interests, and other payments out of, or
with respvect to, production revenues which are payable on the Contract
Area, Operator may, at its option, from time to time, make disbhurse-
ments on behalf of any Non-Operator who requests in writing that
Operator do so. Each Non-Operator for whom such disbursement is made
shall furnish Operator with the following:

1. Such documents as may be necessary in the opinion of Operator
to enable Operator to receive all payments for 0il, gas or other
hydrocarbons directly from the purchaser thereof.

2. An initial list of names, addresses, and interest (to a seven
place decimal), on a tract, unit, purchase contract, or other such
basis as, in the opinion of Operator, is necessary for efficient admi-
nistration, for all royalty, overriding royalty and other interest
owners who are entitled to proceeds from the sale of production
attributable to such Non-Operator's interest. Also, any changes to
the initial list shall be furnished promptly to Operator in writing.

-

correctly, but will he liable for incorrect disbursement only in the
event Oof gross negligence or willful misconduct. Any Non-Operator for
whom such disbursements are made hereby agrees to indemnify and hold
harmless Operator €or any loss, including court costs and attorney's
fees, which may be incurred as a result of Operator's making such dis-
bursements in the manner prescribed by Non-Operator.

D. Article VII.3., Addition:

If the Operator is requirz2d hereunder to pay ad valorem taxes
based in whole or in part upon separate valuations of each party's
working interest, then notwithstanding anything to the contrary
herein, charges to the joint account shall be made and paid %y the
parties hereto in accordance with the percentage of tax value
generaged by each party's working interest.

E. Article VIII.B., Addition:

Notwithstanding anything to the contrary contained herecin, each
party committing a lease or leases to this agreement shall have the
option upon the expiration of each lease to renew or extend such lease
and to bear the renewal or extension costs and expenses and thereby
retain its original interest and title in said lease. By exercising
such option, the parties' working interests shall remain unchanged.

If the original lease owner does not exercise its option within sixty
(60) days after the expiration date of the original lease, the
renewal or extension lease will then be subject to the terms of this
article as written above. 1If any working interest owner other than
the original lease owner renews or extands the lease, the renewing or
extending party shall furnish the original lease owner an itemized
statement of the complete renewal or extension costs and expenses of
such lease. The original leasc owner shall have sixty (50) days after
the receipt of such itemized statement tn reimburse the renewing or
extending party in full. Failure of the original lease owner to do so
shall result in the Efocrfeiture of its opntion hereunder. The provi-

Sions hereof shall Only apply to leases or portions oE leases 10cated
in the Contract Area.

" Operator will use its best efforts to make dushursements — T
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F. As between the interest of TXO and FINA, this Agreenment shall »e
sudject and subordinate to that Certain Oil & Gas Lease Acquisition
and Development Agreement dated October 22, 1982, hetween TXO
PRODUCTION CORP. and APCOT-FINADEL JOINT VENTURE. In the event of a
conflict between this agreement and the 0il & Gas Lease Acquisition
and Development Agreement, the terms of the 0il and Gas Leasc
Acquisition and Development Agreement shall prevail. Upon termination
of the 0il & Gas Lease Acquisition and Development Agreement, this
Agreament shall e amended as between TXO and FINA in the manner osro-

vided in Article XXI of the 0il & Gas Lease Acquisition and
Development Agreement.
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ARTICLE XVL
MISCELLANEQUS

e W e -

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

-1 & W

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

-]

10 IN WITNESS WHEREOF. this agrecment shall be effective as of __26th __day of Novemher
11 19.84 .

13 *OPERATOR .
15 TXO PRODUCTION CORP.

24 . NON-OPERATO’RS

26 ATTEST READ & STEVENS, INC.

99 - . . [ - - "’By: [ - - e e e e

31 Title:

;; ATTEST ALTO Q11 AND GAS, INC

18 By:

40 Title:

e T
0 gL A

45 Ruben H.”Johnson Adolph A. Kremel

S

17

. sz/’//MQL e 0 (S

5p Alton C. White, Jr. Ronald J. Byers

62

63

64

65

64 _

67 ' )
68

69 o
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CORPORATION ACKNOWLEDGMENT

THE STATE OF TEXAS g
COUNTY OF MIDLAND §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared JOHN D. HUPPLER, Known to me to be
the person and officer whose name is subscribed to the foregoing instrument
and acknowledged to me that the same was the act of the said TXO PRODUCTION
CORP., a corporation, and that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this 21st day of November,
1984.

My Commission Expires: Notary Public in and for

Midland County, Texas

CORPORATION ACKNOWLEDGMENT
THE STATE OF TEXAS

[Y2g1¥ a1V 73]

COUNTY OF

BEFORE ME, the undersigned, a Notary Public in and for said County and

State, on this day personally appeared , known to me to be

the person and officer whose name is subscribed to the foregoing instrument

-——and acknowledged to me that the same was the act of the said READ & STEVENS,

INC., a corporation, and that he executed the same as the act of such

corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

b

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of
1984. T

My Commission Expires: Notary Public in and for

County, Texas

CORPORATION ACKNOWLEDGMENT

THE STATE OF TEXAS §
§
COUNTY OF §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared , known to me to be
the person and officer whose name is subscribed to the foregoing instrument
and acknowledged to me that the same was the act of the said ALTO OIL AND
GAS, INC., a corporation, and that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this  day of
1984. T

My Commission Expires: Notary PubTic in and for

County, Texas




INDIVIDUAL ACKNOWLEDGMENT

THI. STATE OF TEXAS g
COUNTY OF TRAVIS §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared Ruben H. Johnson, known to me to be
the person whose name 1is subscribed to the foregoing instrument and
acknowledged to me that he executed the same for the purposes and
consideration therein expressed.

gh_fGIVEN UNDER MY HAND AND SEAL OF OFFICE, this 5th day ofDecember |
- 'bgea. : —

R ‘}.'_‘, ‘ﬁ@ﬁm Mae. j/abﬂo—cjﬂuj

e B a Mag Hoelscher

2" My Commissiorn;Expires: Notary Public in and for
-"October 31, 1088 Travis County, Texas
Ta L
SIS RENA MAS HOELSCHER
| NOTARY PUBLIC, STATE 7 TOAS
INDIVIDUAL ACKNOWLEDGMENT  COMMISSION BXPIMES 10/31
THE STATE OF TEXAS §
§
COUNTY OF TRAVIS §

BEFORE ME, the undersigned, a Notary Public in and for said County and =~
‘State, on this day personally appeared Adolph A. Kremel, known to me to be
the person whose name is subscribed to the foregoing instrument and
acknowledged to me that he executed the same for the purposes and
consideration therein expressed.

_,,GTVEN UNDER MY HAND AND SEAL OF OFFICE, this 5th day of Decembeyr
-1984. v T
Y- ‘

'j""f, ' Ogna. az/ﬁL/Io/bg/JG/gf/U
’ : Rena Ma

e Hoelscher

“A\A.—‘.J .

" My Commissior Expires: Notary Public in and for '
" .+, _October 31; 1988 Travis County, Texas
L RENA MAE HOELSCHER
o NOTARY PUBLIC, STATE OF TEXAS
INDIVIDUAL ACKNOWLEDGMENT  COMMISSION EXPIRES 10/31/88
THE STATE OF TEXAS §
§
COUNTY OF TRAVIS §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared Alton C. White, Jr., known to me to
be the person whose name is subscribed to the foregoing instrument and
acknowledged to me that he executed the same for the purposes and
consideration therein expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this 5th day of December,

1984. . ‘
L&gd@jﬁ&a&w
K ' R Mag. Hoelscher
o My Commission Expires: Notary Public in and for
% _October 31, 1988 Travis County, Texas
.‘54‘ RENA MAE HOELSCHER

e NOTARY PUBLIC, STATE OF TEXAS
COMMISSION EXPIRES 10/31/88
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INDIVIDUAL ACKNOWLEDGMENT

THE STATE OF TEXAS §
§
COUNTY OF TRAVIS §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared Ronald J. Byers, known to me to be
the person whose name 1is subscribed to the foregoing instrument and
acknowledged to me that he executed the same for the purposes and
consideration therein expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this 5th day of Decembey
1984.

na Mae oel scher

My Commission Expires: Notary Public 1n and for
October 31, 1988 Travis County, Texas
' RENA MAE HOELSCHER

NOTARY PUBLIC, STATE OF TEXAS

T T . COMMISSION EXPIRES 10/31./88
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ARTICLE XVIL
MISCELLANEOUS

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

-t F Ut o Wt -

This instrument may be exceuted in anyv number of counterparts, cach of which shall be considered
an original for all purposes.

o
o w »n

IN WITNESS WHEREOF. this agreement shall be effective as of __26th _day of ___November .
19.84 _.

bt pme
[

"OPERATOR .
TXO PRODUCTION CORP.

[ o
@ ~1 & o

By: MA—./\/)/QA/\ @g’
\QiSn 0. Huppler( Qenior Vice President

-
w0

BN
o W= C

NON-OPERATORS

ATTEST READ & STEVENS, INC.

N NN
-1 O On

By: S

(2]
(=]

Title:

[2]
—

Wty W
e I O

ATTEST ALTQ_QIl AND GAS, INC

[}
w

: o
1 ;M

By:

W
[+

[N
V=]

Title:

£
=]

[ T
LIS S T S

o
(3}
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INDIVIDUAL ACKNOWLEDGMENT

THE STATE OF TEXAS §
COUNTY OF 2

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared Ronald J. Byers, known to me to be
the person whose name is subscribed to the foregoing instrument and

ackngw]edggd to me that he executed the same for the purposes and
consideration therein expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this ____day of

1984. ’
My Commission Expires: Notary Public in and for
County, Texas
INDIVIDUAL ACKNOWLEDGMENT
NECME) i,
- IHE STATE OF ¥EXAS ___ § -

S

)

COUNTY OF  £#ADY §

BEFORE ME, the undersigned, a Notary Public in and for said County
and State, on this day personally appeared Robert E. Boling, known to me
to be the person whose name is subscribed to the foregoing instrument
and acknowledged to me that he executed the same for the purposes and

consideration therein expressed.
— .
GIVEN UNDER MY HAND AND SEAL OF OFFICE, this & day of ég Ca,m;,éz,/g

1984.

- :
[l Léti(C(J/7{2246%(éﬁ523""//
My Commission Expires: Notary Public in and fbr

) 2-9C, County, Texas
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ARTICLE XVL
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,

suceessors and assigns.

This instrument may be exccuted in any number of counterparts, cach of which shall be considered

an original for all purposes.

IN WITNESS WHEREOF. this agreement shall be effective as of __26th day of ___ November .

TXO PRODUCTION CORP.

ed 0
n D. Huppled] Senior Vice Pres

7 >
N A —t 2V

Norman L. Stévens, Jr.

1984 .
"OPERATOR
ATTEST - ) -~
N s ’_ , '('/::/,‘r/{:
Joel M. Wigley, Secretary” ;// \72:5
ATTEST

Ruben H. Johnson

ATton C. White, Jr.

Title: vice-president
ALTO OT1 AND GAS. INC
By:

Title:

ident

Adolph A. Kremel

Ronald J. Byers
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CORPORATION ACKNOWLEDGMENT

THE STATE OF TEXAS g
COUNTY OF MIDLAND §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared JOHN D. HUPPLER, Known to me to be
the person and officer whose name is subscribed to the foregoing instrument
and acknowledged to me that the same was the act of the said TXO PRODUCTION
CORP., a corporation, and that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this 21st day of November,
1984.

My Commission Expires: Notary Public in and for
Midland County, Texas

CORPORATION ACKNOWLEDGMENT
THE STATE OF New Mexico

COUNTY OF "), .cn

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appearecNoman L. Stevens,Jr.known to me to be
the person and officer whose name is subscribed to the foregoing instrument

Lo

~~ -~ and acknowledged to me that the same was the act of the said READ & STEVENS,

INC., a corporation, and that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this M day of foim dig »

1984.
i i)
' -LﬁAﬁdQﬁ/V“ . «“?U/
My Commission Expires: Notary PubTic in and for
R e County, Texes -
)il -% / LS y,j\fng Va7
CORPORATION ACKNOWLEDGMENT
THE STATE OF TEXAS §
§
COUNTY OF §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared , known to me to be
the person and officer whose name is subscribed to the foregoing instrument
and acknowledged to me that the same was the act of the said ALTO OIL AND
GAS, INC., a corporation, and.that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this  day of
1984, -

My Commission Expires: Notary Public in and for
County, Texas
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ARTICLE XVL
MISCELLANEOUS

This agrcement 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 exccuted in any number of counterparts, cach of which shall be considered
an original for all purposes.

IN WITNESS WHEREOF. this agrecment shall be effective as of _26th  day of November
19 84 .
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CORPORATION ACKNOWLEDGMENT

THE STATE OF TEXAS g
COUNTY OF MIDLAND §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared JOHN D. HUPPLER, Known to me to be
the person and officer whose name is subscribed to the foregoing instrument
and acknowledged to me that the same was the act of the said TXO PRODUCTION
CORP., a corporation, and that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this 21st day of November,
1984.

My Commission Expires: Notary Public in and for

Midland County, Texas

CORPORATION ACKNOWLEDGMENT
THE STATE OF TEXAS

[YealVoalVa)

COUNTY OF

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared , known to me to be
the person and officer whose name is subscribed to the foregoing instrument

“ 7 and acknowledged to me that the same was the act of the said READ & STEVENS,

INC., a corporation, and that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this _ day of

9

1984.

My Commission Expires: Notary Public in and for

County, Texas

CORPORATION ACKNOWLEDGMENT
THE STATE OF TEXAS §
. §
COUNTY OF YMudland. §

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appearedéL‘ALjianunxrnJ , known to me to be
the person and officer whose name is subscribed to the foregoing instrument
and acknowledged to me that the same was the act of the said ALTO OIL AND
GAS, INC., a corporation, and that he executed the same as the act of such
corporation for the purposes and consideration therein expressed, and in
the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this a7 day of Ylrwwmiers

1984. .
. . ._4g4E2ﬂ;znaﬁgg=i,£CL;¢dﬁz2224A~)
My Commission Expires: Notary Public 1n ana ror

9-1-28 Mldand. County, Texas




EXHIBIT "A"
Attached to and made a part of that certain Joint Operating Agreement dated
November 26, 1984 by and between TXO Production Corp., Operator and Read &
Stevens, Inc. et al, Non-Operator

CONTRACT AREA

SW/4 Section 12, T-16-S, R-35-E, Lea County, New Mexico
DEPTH LIMITATIONS

11,500" or a depth sufficient to thoroughly test the Strawn Formation
PARTIES TO THIS AGREEMENT, THEIR ADDRESSES AND INTERESTS

Before Payout After Payout
TX0 Production Corp. .5000000 .5000000
900 Wilco Building
Midland, Texas 79701
Attention: Frank Kieffer
Read & Stevens, Inc. .3925781 .3925781
P. 0. Box 1518
Roswell, New Mexico 88201
Alto 0i1 and Gas, Inc. 0761719 0761719
401 W. Wadley
Midland, Texas 79703 -
“““"Attention: Ted Hannon ~~ 7 ’ T e
* Ruben H. Johnson .0078125 .0078125
* Adolph A. Kremel .0078125 .0078125
* Alton C. White, Jr. .0078125 .0078125
* Ronald J. Byers .0078125 .0078125
B0 OUrxidradk xBrand XFouwrex
A00 Aastx XPEhE StveedX XX
AKX XD X XPIBOK X X
.00000 [.0000000

*The individual addresses of the above separate parties to this agreement are
as follows:

Ruben H. Johnson /Tl NA’do]ph A. Kremel

Post Office Box 1237/ 18601 Palisade Court

Austin, Texas 78767 | Austin, Texas 78731

R

Alton C. White, Jr. Ronald J. Byers

1506 Westover Road "4 1600 United Bank Tower

Austin, Texas 7870 . 400 West Fifteenth Street
Austin, Texas 78701



. r EXHIBIT "B" (‘
prmducers M—TXO Form 111 - Revised 4-79

& th Pooing Cisuse OIL, GAS AND MINERAL LEASE

THIS AGREEMENT made and entered into this day of .19 . becween

herernafier cailed “lessor™ (whether one or more), whose pose otfice address

is

and

heteinafrer called “lessee”, whase post office add is

1. Lessor, in detation of Dollars (3. ]
inhand paud. receipt of which 1s hereby acknowedied. of the royaiues nerein pruvided and of the agreements of the lessee herern concatned, hereby grants, leases and lets. exclusiveiy unto lessee
for the purpose ot investigating, exploring. prospecting, driiling, mining and operatng for and producing oil. gas and ail other minerals, injecung gas, waters, other fluids. air ana other gascous
subsrances ineo subsurface strata, laying pipe bines, stocing oil, bullding tanks, power stuons, eiecteic tr 00 lines, teiep lines, and other structures and things tnereon to produce,
save, Gake care of, treat, process, store and transport sasd Minerals and other products Manufactured theretrom, and housing and otherwise cating fot usemployees, the following aext:&d land

County, Texas, to-wic:

Norwithstanding any particular description, it is nevertheless the intention of lessor to include within this lease. and lessor does hereby lease, not only the land so described but also any and all =
other land owned or claimed by lessor ia the herewn named survey or surveys, of (n adjoining surveys, and adjoining the herein described land up to the boundaries of the abutsiag landowners,

the leased lands being hereinafrer refecred to as “said land™. For the putpose of calculating the rental paymencs hereinafter provided for, said land is estimated o comprise —
acres, whether 1t acrually comprises more or less. . . .
as long as this JOA is in effect

2. Subject 20 the other provisions herein contained, this lease shall remain in force for a term offrvee3yesrs rrom this date { called “primary term ), and as long thereafter as oil, gas or other
mineral is produced from said physical land or tand with which said land or any part thereot is pooled, or this lease 15 maintuned by virtue of some other provision hereot.

3. The royalties to be paid by lessee are: {3) on ol and onother liquid hydrocarbons saved at the weil, one-eighth of that produced and saved from said land. same to be delivered at the weils or
10 the credic of lessor in the pipe line to which the wells may be connected with lessor's interest in either case beaning s proportion of any expenses foc treating adl to make «« marketabie as
crude and lessee having the option. at any time of from time to tme, to purchase lessor's o at the well, paying therefor the lawful market price on the date of purchase for ai ot like grage and
gravity prevatking for the field nearest where such ol 1s produced; (b) on gas, including casingnead gas and all gaseous substances. produced trom said land and sold, one-eighth of the amount
tealized from sucn sale; (<) on gas, tncluding casinghead gas and ail gaseous substances. produced from saud tand and used off said land by lessee and not benesitting lessor, the market vaiue at tne
mouth of the weil of one-esighch of the gas 50 usea oif saud land; (d) on ail other minerals mined and marketed, one-eighth, ercher in kind or value at the well o7 mine, at fessee s election. except
that on suiphur the royaity shail be One Dollar 131.00) per tong 10n; and (¢} if at any time whiic there ts a gas well or wells on the said land or land pooled therewith (for she purposes of this
clause (e) the term “gas weil " shail include wells capable of producing naturai gas, condensate, distillate of any gaseous substance and wells classified as gas wells by any governmental authoriry)
and such weil or wells are shuc-in, this lease shail continue 1n force for 2 peniod of either: (1) ninety (90) days from the dace such weil or wells are snuc-n; (2) runety (V0) davs teom the
effective date for inclusion of said land or a poruon thereof within a unst on which is locaced 2 shut-1n gas well: (3) the date this lease ceases to be mawncained by the pavment of annuai delay
frentals: or t4) nnecy 190) days from the date this lease ceases 1o be otherwise maintained as provided herem, whichever 1s the later date, and belfore the expiration of any such period lessee or
any assignee hereunder may pay o¢ tender an advance anaual oyaity equai ta the amount of delay tentats provided far un thes lease far the acreage then held under this lease by the party making
such payment of tender. and if such payment or tender is made. this lease shall continue in force and 1t shail be considered thar gas 1s being produced from sawd land in paving quanaries within
the mearung of Paragrapn 2 hereof torone 1) year from the date of such payment. and un like manner subsequent advance annuai royalty payments may be made or tendered and this lease shall
continuc in force and 1t will be considered that gas 1s being produced from said land in paying quantiies withia the meaning of said Paragraph 2 during any annuat period for which such royaley
is 50 paid or tendered. such advance 2nnuai royaity may be paid oc tendered 1n che same manner and (o the same de pository 3s provided herein for the payment or teader of detay rentals. royatey
accruing (o the owners thereof on any production from sawd land dunng any annual period for which advance annual royaity 15 paid may be credited againse such advance payment,

4. ;f operauons for drilling ot ing ace not ¢ ed on sa«d land or on land pooled therewith on or before one (1) year from this date, this lease shall teeminate as ta bach pacties. ualess

on ot befote one (1) year from said dace fessee shail pay or tender to lessor a rentai of

Dollars $ ) which shall cover the privilege of deferring commencement of such operations for a petiod of rwelve (12) months In like mannes and upon ke payment ot
tendecs, annuaily, the commencement of said operations may be further deferred for sccessive perads of the same number of months, each during the primacy term. Payment or tender of

rental may be made 1o lessor or to the Bank ,which bank,orany
successor thereot, shall continue (o be the agent tor lessor and lessor s heirs, representatives, successors and assigns. If such bank (or any successor bank) shall fail, iquidate, or be succeeded by
anotker bank, or for any rezson fad oc refuse to accepe rencal, lessee shall notbe held indelault uned thurcy (30) davs after lessor shall defiver to lessee a recordable instcument making provesion
for anotner mecthod of payment or tender. The pavmentor tender of rental may be made by cneck or draft of lessee, mailed or delivered 10 sawd bank or lessor or eather lessor if more thanone.vn
‘o¢ beiore the rental paying date, and the payment or tender will be deemed made when the check or draft s so delivered of maiied. i lessee snall. on or before any rental or 3avance anoual
royalry payment date, make a bona fide artempt 10 pay of deposit 2 renral of advance annuai royalty payment 10 a lessor 06 royaley owner enttied therero under this lease according to lessce s
reconis ac the time of suun payment. and if such payment or deposit shall be erroneous 1nany regard. iessee shali be obitgated to pay to such iessor or royalty owner the rental or advance annual
toyalty payment propertiy payable for the period invoived, but this lease shall be maintained in the same manner 23 1f such erronevus payment or deposit had been properly made. provaded that
Jessee snall correct such erroncous payment wicun therty (30) days following receipt by lessee of written nouce from such lessor oc toyaity owner Ut the €£for accompanied Dy any documents
and other evidence necessary (o enabic lessee @ maike proper payment.

$. Lessee is hereby given the power and righe, a5 10 2ll ar any pace of said land and as 10 any one or more of the formations thereunder and the minerals therein or produced therefrom. at its
option and without lessor s joiader or further consent, ta atany e, 3nd from tme to time, eithe r betore or atter production, pool and unitize the teasenold estate and the 1essor s rovaicy estate
created by this lease with the righes ot thurd pacties.f any, 1a all ac aay pare of sad Lnd 20d with any other land. laads, leases. mineral and rovatey rrghes, ac any ut them adiaceat, adioning, oc
located within the immedrate vicinty ot said land. whether owned by lessee of some othes person, firm or COrpPoranoa, so as to create by such pooling and uniuzation one or moree dniling or
production unts, when o do so would. in the sole judgment ot lessee, promote the canservatiun of oil, gas or other mineral. Each such dniihing or production unit, when limited 1o any one or
more 'ormanons and to any one of more of the minerais therein or procuced theretrom. muy from time to time be enlatged and extended by lessee o additonally include any other formationor
formaaoas and any other mineral or minerais therein or produced theretrom. Also, any such unie may be altered or enlarged by lessee at any nme so long 3s che total acreage therein dees not
exceed the maximum herematter specitied. Each such dnilling or production unit shall not exceed forey (40) acres. plus an acreage tolerance not to cxceed ten percent (1077 of forey (40} acres,
when created jor the purpose ot drithing tor or proaucing oil thereirom ang six hundred forty 10401 acres. plus an acreage tolerance not to exceed ten per cent ( 109 ) of six hundred forey (40)
actes. when creaced for the pucpose of duiling tor oc producing g1s. condensate of any combinanion of such minerais theretrom: provided however. if the maximum dedliong o production uout
fized or allowed by the regulatory authonity, Federai or State, having jutisdction in the premuses, 2s a basis for the development and operation of ot the production from the ficld 1n whach said
land i3 located. be more than said maximum, then each such unit created hereunder May conform substantiailv 1 size with those so prescribed or permucted and n force in the tield at che ame
such umit 1s created As to each such unit so created by lessee. there shall be allocated to the acreage covered by this lease, and included 1n the Pook-d um(.su‘:rmuon of the production trom said
unit a3 the numboer of acres out of thus lease placed 1n aav such unie, as such unit from (rme to e May be consututed. bears 10 the otal number of acres included in such unie, and lessoc agrees to
accept and shall recetve the royaities (advance or other kind) elsewhere speaitied 10 this lease. based upon (he production so allocated to ths lease or the proceeds thereirom. The
commencement, drilling, completion of, rewocking ot us production irom a weil on any poruion of the unit created hereunder snall have the same etfect upon the terms of this lease as f 2 well
were commenced, deilled. compiered, tewarked or producing on the Lind embraced by thas lease. Lessee muy pisce and use on each unit created hereunder common measuning and rewacking
anks for production trom such unit {f lessee does create any such unit or units undet the nights heresn granted, then lessee shail execute in wnunz and te(c_nd s the county or counties in whxch
eah such unic or unies created hereunder may be located an instrument identifying and descriding cach such unit of unues so <reated. The development of and praduction from each such vae
shail be 10 accordance with the vahd orders, fules and regulanions of the lawtsl auchocuwy, enner tederal or State, having jurisdiciion in the premises Any such unic created by lessee 1n
accord ance with the (erms hereof may be released and dissolved by lessee by 2 release tiled for record in the counry or counties in wiich such umit s located at 20y nime aftes the completienoi a
dry hoie or the cessaton of production on such urut. The provisions ot this paragraph shall be construed as a covenant running with cthe land and shall inure to the benctst of and be binding upon
the pactics hercto, thesr NEws, (EPresentatives, successors and assigns.

6. If, prior 1o discovery of oil, gas or other mincrai on said land or land pooled therewith, lesge should drill and abandon a dey hole or holes theteon, or if, after discovery of oil, gas o other
mineral, the producsion thereot should cease trom any cause, this kease snail not terminate if lessee commences addioonai dolhng, mining of reworking vpcranons within ninety (90 davs
thereateer, or (f i be within che peimary tesm) commences of resumes the payment of tender ot rencals onocberore the rental paviag dare next enswing atrer the exprcation of chree (4) months
from date of complietion and abandonment of saud dry hole or holes or the cessarion of production. I, at the exprration of the pamary term_ oil. gas 0 uther mineral s not beng produced fcom
sasd Lind or land puoled therewith but lessee 13 then engaged 1n aperanons for drilling, minung of teworking of any well or mine thereun, tus lesse snail remain in torce so tung as such
operations of addicsonal operatont ace commenced 20d prasecuted ( whether an the $aMe Of succesHve weils) with na cessatwonof more than asnety (901 cunsecutve days, and. if they resulcin

oducion, so long thereatter as o1l. g2s of othee mineral 1s produced trom saxd Lind or land puoied therewith ln the event a well o¢ weils producing o1l ve gas 1n paying quanaities should be

ought 1n 0n adjacent land and within twa bunared (200) feet of and draining sawd land, lessee agrees to drill such otfset wells s a reasunadly prudent opecator would drill under the same ur
simular circumstances. The judgment of the lessee. when not fraudukenily exercised, in carrying out the purposes of this lease shall be conciusive.

7.Llessee shall have free use of o1l gas and water from saud land. excepr water from lessor's wells and ranks. for all operations hereunder, including tepressuring, pressure maintenance, cychng
and secondafy recovery operations, and the royaitr shall be computed atter deducting any so used. Any structures aod tacihities placed on sad land by lessee tot operinuns hereunder and any wedd
or wells 0n saud Lind driiled of used 1o the injecuion of salt water or otner tluds May 3iso be used tor lessee s uperatuns on vther lands 10 the same area Lessee shati have the aght ac any nme
during of atter the expiracion of this lease 10 remove all property aad fixtures placed by lessee 00 sand land. including the ngnt twdraw and remove all casing When required by lessor. lessee sl
bury ati pipe lines below ordinary piow depth. and no weil shali be dniled within two hundred 1200) teet 1 any resuience of barn now on sa3id land without lessor s cunsent

8. The rights of either parev hereunder may be assigned in whole or 1n part and the provisions hereot shall extend to the heirs, representatives. successors and assigns, but no change ur
division n ownersmip ot the land. rentats or 1oyaities, however accomphished, shall operate 10 enlarge the obhigatiuns or dimunish tne nighis of tessee No such change ue divesion it the
Qwnersmip ot (e land. rentals or rovaines snall be binding upon lessec 1or any purpuse until such Person acquinng any interest has turnished lesser wih the insrrumMEnt VF INSICUMENEs. OF
€ertitied Copies therewt, CONSGTULNG (he Chan OF title from the oninal lessor. In the event ot an assignment of (his lease as ¢ a segregated purtion of waid land, the rentals paysble heteunuer
shatl be appornioned as becween the several leasenold owners ratably JCcOTAING 1O the suThice ated of cach, and detauit 1 renial piyment by one shall nut attecs the nghes uf viner Jeasehohd
OWners hereunger Aa assignment ot this ease, 1n whole 0 1 pace, snall, 10 the exceat Of SUCH 5ZRMENE, felicve aad disKhatge iessee vt sny voligatiuns hecounder, aoud, ik lessee ue anignee ot
Partor pares nereot shail tail of make detauit in the payment of the proportionate part ol Ine rencdis due reom such lessee or assiance ur tail tcuMpIy with 3ny VhEr PrOVISIVA UL NI ICa3C. T h
detauit (nati NoE artect Lhus € a3e INsuIar 45 1K COVErs 3 partot saud land upon wnch lessee ue any assignee theseot shail mase pavinent of 1aid rentals SHuuid MUE N0 318 Parcs DecOMe entitied
@ rayaites hereunuer, Lessee may require the appuintment of a singic agent 1o receive payment 1or all and may winhoid payment uniil SuKh appusniment has been made
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EXHIBIT R

Attached to and made a part of . ‘fhai_‘_cert.am-.Jnmt--ﬂperatm ............. .
Agreement dated November 26, 1984 by and between TX0 Production

Corp., Operator and Read & Stevens Inc. et al, Non-Operator

ACCOUNTING PROCEDURE
 JOINT OPERATIONS

I. GENERAL PROVISIONS

Detinitions
*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 and
maintenance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joirii_

Operations and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.
“*Non-Operators” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean QOperator and Non-Qperators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/jor contract labor directly employed on the Joint Property in a field operat-

ing capacity. _
“Technical Employees” shall mean those employees having special and specific engineering, geological or other

professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
_tions and problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable rexmbursable expenses of Operator's employees.
*“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statement and Billings

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

Advances and PPayments by Non-Operators See last page
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share of estims ash outlay for the succcedmd momhs opcratxon Opcrnlor shall adjust_ecpch-mont&ly billing
to reflect ad\anuos FeCeTTTC the Non-Operators. :

Each Non-Gperator shali pay its proportion or—=H-hills within fifteén (13) days aiter receipt. If pa)rrent s not
made within such time, the unpaid balance ;hal[ bear intoTTe. ailly at the rate of twelve percent (127¢) F“x
annum or the ma\xmum,co..uact “Tate permxttca by the apvlicable usury trsun_the :tatc m which the Join

Property _is is loented = whichever is the lesser, plus altorney's fees. court costs, and othe
the-x_ﬂ_i-.-»_-eheﬂ—m—unoesd-.n OlLS.

onnection ‘.nlh

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct-
ness therveof; provided, however, all bills and statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, unless within the said ‘wenty-four (24) month period a Non-Operator tal\es
writien exception thereto and makes claim on Orerator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments (esulun" from a physical inventory of Controllable Material as provided for in Section V.

Audits

A. Non-Operator, upon notice in writing to Overator and all other Non-QOperators, shall have the right to audit Ope-
rator's accounts and records relating to the Joint Account for any calencar year within the twenty-tour (21) month
period following the end of such calendar year: provided, however, the making of an audit shall not extend the
time lor the taking of written exception to and the adjustments or accounts as provided for in Paracraph 4 of this
Secuon I Where there are two or more Non-Operators, the Non-Ogerators shall make every reasonable effort to
conduct joint or simultancous audits in a manner which will resuit in a minimum of inconvenience to the Opera-
tor. Opcrator shall bear no portion of the Noan-Operators' audit cost incurred under this paragraph unless auyreed
to by the Operator.

Approval by Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contawns
no contrury provisions in regard thereto, Operator shall notily all Non-Operators of the Operator's progosal, and

the ggreement or approval of a2 majority in intevest of the \On -Operators shall be controthing on all Non-Qpera-
tors.
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crator shall chavge the Joint Account with the followine items:

1.

[E]

Expense of hundling, investizating and settling litization or claims. discharzing of liens. payment of

I. DIRECT CILARGES

Rentals and Rovalties

Lease rentals and royaliies paid by Operator for the Joint Operations.
Labor
A (1)

Salarx’_cs and wages of Operator’s ficld emplovees directly emploved un the Joint Property in the conduct
of Joint Ogcrations.

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

Saiarigs and wages of Technical Employees directly emploved on the Joint Praperty if such charges are
excluded from thc Overhead rates.

Operator’s cost of holiday, vacation, sickness and disability berefits and other customary allowances paid to
employces whose salaries and wages are chargeable to the Joint Account under Parasraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessr_nent" on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section [I. If percentage assessment is used, the rate shall be based on the Operator's cost expcriencn.

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 2A and 2B of this Sec-
- tion IL. i 5

D. Persoral Expenses of those employees whose salaries and wages are cha

ses. ? racable to the Joint Account under
Paragraph 2A of this Section IL : . ’

Employee Bencfits

Qperator’s current costs of e;tablished plans for emplovees’ group life insurance, hospitalization, pension, re--
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature. applicable to Operator's labor

cost chargeabie to the Joint Account under Paragraphs 2A and 23 of this Section II shall be Operator’s actual
cost not to exceed twenty per cent (20<). :

-,

Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only
such Jlaterial shall e purchased for or transierred to the Joint Property as may be required for ipnmediate use
and is reasonably practical and consistent with etficient and economical operations. The accumulation of sur-

“plus stocks shall be avoided.

Transportation

Transgportation of emplovees and Material necessary for the Joint Operations but subject to the following limita-
tions:

A. If Material is moved to the Joint Property from the Operator’s warchouse or other propertics. no charge shall
be made to the Joint Account for a distance greater than the distance from the nearvest rcliable supply store,
recognized barge terminal, or railway receiving point where like material 1s normally available, unless agreed
to by the Parties.

B. if surplus Material is moved to Operater's warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the necarcst reliable supply store. recognized barge
terminal. or railway receiving point unless agreed to by the Parties. No charge shall te made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to oy the Parties.

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges.

Services

The cost of contract services. equipment and utilities provided by outside sources. except services excluded by
Parazraph 9 of Sccuon II and Puragraph 1. i1 of Section L. The cost of professionzl consultant services and con-
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rotes. The cost of protessional consuliant services or contract ¢ervices of techrnical personnel not di-
rectis engazad on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and aperation. Such rates shall include costs of maintenance. repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to cxceed eight per cent (84%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B. In .icu of charzes in Parazraph 7A atove, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 207.. For auiomotive equipment, Operator may elect 1o use rates
published by the Petroleum Motar Transpott Association.

Damaues and Losses to Joint Property

All costs or expenses necessary for the repair or veplacement of Joint Property made necessary because of dam-
ages or losses incurred By five, tlood. storm. theft, avcident. or other cause, except those vesulting from Qperator's
aross nealisernce or williul misconduct. Operator shail furnish Non-Operator wrnitlen notice ol damayes or losses
sneurred 2s s00n G5 practicable after a report therco! has been received by Operator.

Legal Expense

judements
and amouns hatd ior settlement of cluums nctrred 1n or resuliing from operations under the azrcement or

neécessary to protect or recover the Joint Property, excent thal no charge {or services of Operator's lezal stals
or Jces or cxgense of oulside attornevs shall be made unless previousiv agrced to by the Parties. All other leeal
expense 18 consiaered to te covered by the overhead provisions of Section [T unless otherwise agreed to by the
Pasrties, except as provided in Sect:on I, Paragraph 3.
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11,

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tton thervor. or the production theretroin, and which taxes have been puid by the Operator ror the kerefit of the
Parties.

Insurance
Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Opcxatox may act as selt-insurer for Work-

men’'s Compensation and or Employers Liability under the respective state’s laws. Operator may, at its election

include the risk under its self-insurance program and in that event, Opcrator shall include a charge at Operator’s
cost not to cxceed manual rates.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III
and which is incurred by the Operator in the necessary and proper conduct of the Joint Opcratxons

III. OVERHEAD

Overhead - Drilling and Producing Operations
i. As compgensation for administrative, supervision, office services and warehousing costs, Operator ahall charﬂe
drilling and producing operations on either:

( X ) Fixed Rate Basis, Paragraph 14, or
( ) Percentage Basis, Paragraph 1B.

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 2A, Section JI. The cost and expense of services from outside sources in connection with

matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section [II unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant

--services and contract services of technical personnel directly emploxeu on the Joint Property shall ( ) shall
not { X) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis

(1) Ogecrator shall charge the Joint Account at the following rates per w ell per month:
Drilling Well Rate $.5,233.00
Producinz” Well Rate §.524.00

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

[1] Charges for onshore drilling wells shall begin on the date the well is spudded .:md terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
be macde during suspension of drilling operations for fifteen (15) or more consecutive days.

[2} Crarges for offshore drilling wells shall begin on the date when drilling or complction equipment
arrives on location and terminate on the date the driiling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations ior rifteen (13) or more consecutive davs

[3] Charges for wells undergoing any type of workaover or recompletion for a period of five (3) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period {romn date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (13) or more consecutive
days.

(b) Producing Weil Rates

{1] An active weil either produced or injected into for any portion of the month shall te considered
as 3 one-well charge tor the entire month.

{2] Each active completion in a multi-completed well in which production is not commingled down

hole shall be considered as a one-well charge providing each completion is consxdered a separate
well by the governing regulatory authority.

[3]1 An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall te considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet.

{4] A one-well charge may be made for the month in which plugging and abandonment operations
are completed on any well.

[3] All other inactive wells (including but not limited to iractive wells covered by unit allowable,
lcase allowable, transferred allowabvle. ete.) shall not quality for an overhead charge.

(3) The well rates shail be adjusted as of the fivst day of April cach vear f{ollowing the effective date of the
agreement 0 which this Accounting Procedure ts attacned. The adjustinent shail be computed by multi-
plying the rate currently in use by the percentaze increase or decrease in the average weekly carnings of
Cruce Petroleum and Gas Production Workers for the last calendar vear compared 1o the calendar vear
preceaind as shown by the index of average weesly carnings or Crude Petroleum and Gas Ficlds Produc-
tion Workers as published by the United States Department of Labor, Bureau of Lakor Statistics. or the
equivalent Canadiun index as published by Stauisties Canada. as appiicable. The adjusted rates shall be
the rates currently :n use, plus or minus the computed adjustment.

—_3 —
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B. Cuvernead - Doreentaze Basis
(1) Querator shail ¢huvze the Jomnt Account at the f{ollowing rates:
(a) Deveiopment

—— __  _Percent () of the cost of Development of the Joint Properiy exclusive of cosis
provuded under Paragrapi 9 of Scetion II and all salvaze credits.

(b) Ogcrating

-  Percent ( ) of the cost of Operating the Joint Property exclusive of eosts provided
under Paragraphs 1 and 9 of Section [I. all salvage credits, the valuc of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paracraph 1B of this Section III, ce-
velopment shall include all costs in connection with drilling, redrilling, decpening or any remecial opera-
tions on any or all wells involving the use of drilling crew and equipment: also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the weill is not com-
pleted as a procucer, and original cost of construction or installation of fixed assets. the expansion of {ixec
assets and any other project clearly discernible as a fixed asset, except Major Construction as ce:.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Qperating.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed asse!s. the ex- _
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the develorment and

operation of the Joint Property, Operator shall either negotiate a rate prior to the besinning of construction. or snail
charce the Joint Account for Overhead based on the followin

g rates for any Major Construction project in excess -
of § 25,000.00 . ) -
A. 5 < of total costs if such costs are more than $ 25,000.90 but less than § 100,000.00 : plus
B. ____:i_“’c of total costs in excess of § 100,000.00  but less than $1,000,000: plus-

C. _2__‘,‘;- of total costs in excess of $1,000,000. ’

Total cost shall mean the gross cost of any one project. For the purpose of this paragragh. the comuonent par:s
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

3. Amendment of Rates - -

The Overnead rates provided for in this Section III may be amended from time to time only by mutual aurcement
betwv-een the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

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

Operator is responsible for Joint Account Material und shall make proper and timely charges and credits for all ma-
terial movements aftecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
evar, at Operator’s option. such Material may be supplicd by the Non-Operator. Operator shail make timely disposition
of idle and or surplus Material. such disposal being made either through sale to Operator or Non-Qperator. division in
Kind, or sale 1o outsiders. Operator may purchase. but shall be under no obligation to purchase, interest of Non-Qpera-

tors in surpius condition A or B Material. The disposal of surplus Controllable Alaterial not purchased by the Ogpera-
tor shzil be agreed to by the Parties.

1. Purchases
Material purchased shall be charged at the price paid by Operator after deduction of all discounts recetved. In case

of Material found to be defective or returred to vendor for any other rcason. credit snhuall be passed o the Joint
Account when adjustment has been received by the Operator.

[T

Transicrs and Dispositions

Material furnished to the Joint Property and Material transterred from the Joint Progerty or discosed of by the

Querator, unless otherwise agreed ta by the Parties. shall be priced on the rollowing bases exclusive of cash dis
couils:

A. New Material (Condition A)

(1) Tubular goods, except line pipe. shall be priced at the current new price in effect on date of moverneat on a
maximum carload or barge load weight basis. regardless of quantity transferred, ecqualized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where sucn Material is normally available.

(2) Line Pipe
(a) Movement of less than 30.000 pounds shall be priced at the current new price, in effect ai date of

movement, as listed by a reliable supply store nearest the Joimnt Progerty where such Material is nor-
maily availabie.

{b) Movenient of 30.000 pounds or mwore shall te priced under provisions of tubular goods pricing in Para-
crann 2A (1) of this Section IV,
(3) Ottier Material shall be priced at the current new price. in effect at date of movement, as listed by a reliable

supplv store or f.0.b. railway receiving point nearest the Joint Preperty wiere such Maternal s normally
vatiable.

B. Guod Used Material (Condition B)
Matertal in sound and zerviceable condition and switable Jor reuse without recondilioning:
(1) Material moved to the Joint Property
(a) At seventy-five percent (T3/0) o1 current new price. as determined by Daragraph 2 of this Scction IV,

) Material moved from the Joint Property

%

[ B

(a) At seventy-five percent (7370 ) of current new price. as determined by Parazraph 2.\ of this Scetion IV,
if Material was originally charged to the Jomt Account 35 new Materal, or

——
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_or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for

g

(B) 42U siNtv-nve percent 15370) ot current new price. as determined by Parazraph 2\ o this Sechen
IV, Matenal was ortmally chavzed to the Joint Account as 20od used Material at seventv-1ive per-
centt {737, ) ol current new price.
The cost uf veconditioninz, if any, shall be absorbed by the transferring procerty.
. Other Used Material (Condition C and D)
(1) Condition C

¢

Material which is not in sound and serviceable condition and not suitable for its original funciion until
after reconditionming shall be priced at fifty percent (30°7) of current new price as deterrned by Purs-
graph 2A of this Section IV. The cost of reconditioning shall be charzed to the receiving progerty. pro-
vided Condition C value plus cost of reconditioning does not excced Condition B value,

(2) Coundition D

All other Material, including junk,

shall be priced at a value commensurate with its use or at prevailing
prices.

Material nc longer suitable for its original purpose but usabie for some other purpose, shall ke
priced on a basis comparable with that of items normally used for such other purpese. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Qperator without prior approval
of Non-Operators.

D. Obsolete Material

.\Iaterial which is serviceable and usable for its original function but condition and or value of such Mlaterial

is not equivalent to that which would justify a price as provided above mayv be specially priced as agrzed to by

the Parties. Such price should resuit in the Joint Account being charzzd with the value of the service rens
dered by such Material.

E. Pricing Conditions -
o

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (13¢) per
hundred weight on all tubular goods movements. in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section 1L

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

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies.

tri' e

m wi

required Material at the Operator’s actual cost incurred in providing such Material. in making it suitable Zor LSE‘
and in moving it to the Joint Property; provided notice in writing is furnished to Non-Operators of the nroposed

charze prior to billing Non-Operators for such Material. Each Non-QOperator shall have the right. by so electing an

notifying Operator within ten days after receiving notice from Operator, to {urnish in kind all or part of his sha

d
re
of such Mlaterial suitable fpr use and acceptable to Operator.

Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the

Joint Account until adjustment has been received by Operator from the manursclurers or their agents.

V. INVENTORIES
Querator shall maintain detailed records of Controllable Material.
Perivdic Inventories, Notice and Representation

At reasorable intervals. Inventories shall be taken by Orerator of the Joint Accoun: Controlluble Material
Written noilce of intention to take inventory shall e given by Operator at least thirty (30) days betfore any inven-
tory is to beuin so that Non-Operators may be represented when any 1nventory s taken. Failure of Non-OQgerators
to be represented at an inventory shall bind Non-Ogerators to accent ihe inventory taken by Operator.
leconciliation and Adjustment of Inventories

Rueconc:liation of a physical inventory with the Joint Account shall Le made. znd a list of overages and shortages

shail be furnished to the Non-Operators within six months following the taking of the inventory. Inventory agd

justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall te
held accountable only for shortages due to lack of reasonabie dilizence.

Special Inventorices :

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shzll
be the duty of the party selling to notify all other Parties as quicl:ly as possitle atfter the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

Expense of Conducting Periodic Inventories

The expense of conducting periodie Inventories shall not be charged to the Joint Account unless agreed to by th
Parties.

Unless otherwise provided for in the agreement, the Operator may
require the Non-Operators to advance their share of the estimated cash
outlay for the suceeding month's operation. ©Operator shall adjust
eacn @monthly billing to reflect advances received from the Non-
Operatdors. Each Won-Operator shall pay its oprovortion of all bills
within fifteen (13) days after receint. 1If payment is not made within
such time, the unpaid balance shall hear interest monthly at the maxi-
mun legal rate peraitted by the anplicable usurv laws in the state in
which the joint property is located; or, if the maximum legal per-
mitted rate is less than eighteen percent (18%) per annum and such
rate may be modified as agresed bdetween the parties, then, in such
event, the unpaid balance shall bear interest monthly at the rate of
elgnteen gercent (18%) per annum. However, bpursuant to either rate,

attorney's fees, court costs, and all other costs incurred in connec-
tion With EFha callactian Oof Fhoca (dmmatd amesimbe ol atl e

ORI T
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SCHEDULE OF INSURANCE

Unit Operator shall carry the following insurance covering opera-
tions under this agreement at the expense and for the ben=fit of the

parties hereto and shall require contractors and subcontractors to
carry the same, to-wit:

Workmen's Compensation as required by the laws of the state
where the property is located and Employer's Liability
Coverage with not less than $500,000.00 for each accident;

Any such policy of insurance shall contain a waiver of sub-
rogation in favor of Non-Operator.

Unit Operator may carry and maintain in force for its benefit
insurance of the type and in the amount which Opérator in its sole
opinion deems necessary to protect it from loss re;sulting from any
claims, damages, causes of action or l'egal liability in favor of a
surface or mineral owner of lands covered hereby, érising out of, in
connection with, or as an incident to any act or omission of
Operator, its officers, agents or employees in carrying out its

responsibilities under this Agreement.



EXHIBIT "E"

GAS BALANCING AGREEMENT

L.

From and after the date of initial delivery of gas from the prooerty, a oarty
owner taking and disposing of, during any monthly accounting period, less than its full
share of the gas as it is produced, shall be an "underproduced party", if such lesser taking
and disposition is not a consequence of other provisions of this Agreement. A party
owner's "full share" shall be the amount of a party owner's gas determined in accordance
with the provisions of the Operating Agreement. A party owner taking and disposing of
during any monthly accounting period, .more than its full share of the gas as it is produced,
shall be an "overproduced party”, if such excess taking and disposition is not a
consequence of other provisions of this Agreement. "Underproduction" of any under-
produced party, during any monthly accounting period, shall be the difference between
such party's full share of gas production, less its full share of gas used in property
operations, vented and lost, and the gas delivered to the pipeline(s) for the account of
such party owner. "Overproduction" of any overproduced party, during any monthly
accounting period, shall be the difference between the gas delivered to the pipealine(s) for

the account of such party owner and such party's full share of gas production, less its full
share of gas used in property operations, vented and lost.

IL. ‘

This Agreement shall become effective on the date of initial deliveries of gas
from the procerty to the pipeline, and shall continue in force and effect until deliveries of
gas from the property have ceased and, except as otherwise provided herein, each party
. shall have the right to take in kind its full share of each separate "gas classification."”

"Gas classification”, as used herein, shall mean each of the price categories provided or
established pursuant to the Natural Gas Policy Act of 1978, as same may be amended, by
any authority having the right to establish categories thereunder, or pursuant to any other
apnlicable statute or judicial decision establishing gas price categories, including gas not
subject to price regulation, which shall be considered as a separate category. Where the
gas qualifies for more than one category, the category having the highest price applicable
to the source (each separate identifiable geologic source or production contained in a well
bore) of gas production shall be used for the determination to be made hereunder.
Whenever the gas price category changes, from and after the date of such change, the gas
shall no longer be accounted for or be considered in the former category, but shall be

accounted for and thereafter be considered to be gas in the new category, until such time
as the category is again changed.

I1.

Should a party fail to take its full share of the different gas classificaticns
produced from the property, except as provided hereinbelow where such party is to furnish
make-up gas, such party's underpreduction shall be regarded as remaining in storage in the
reservoirs, subject to later recovery in accord with the terms hereof. During any monthly
accounting period when a party is unable to take and market its full share (as such
quantity may be reduced in accordance with provisions herein for providing make-up gas)
of cach gas classification, the other joint interest owners shall be entitled to produce and
sell all or a portion of such quantity which the party has failed to take. If two or more
parties are capable of taking and marketing quantities of gas to which such party was thus
entitled but which it failed to take, in the absence of other agreement between them,
each may take a share of such underproduction in the direct proportion of its joint
interest therein to the total joint interest therein of all parties desiring to take such
underoroduction, provided, however, that anv narty or parties having a cumulative
underproduction status shall have a first priority to take and market the underproduction
over a party or parties having a cumulative overproduction status.

Any party having cumulative underproduction of a particular gas classification
catevory shall be entitled to take a quantity of gas of such particular gas classification
("make-up") in excess of its full share of such 2as up to twenty-five percent (25%) of the
full share of gas of parties having cumulative overnroduction of such -particular
" gas classification. In the event there is more than one cuimulative underproduced party
seeking to make up undernroduction, each such cumulative underproduced party shall Se
entitled 10 make up zas in the direct prooartion that the cumulative underoroduction of
such partvy tears to all cumulative underareduction of all parties then desiring make-up
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At the termination of gas oroduction for a given gas classification category
from the property, the overproduced party or ba_rties shall make a monetary settlement of
the imbalance by pavment to the Operator for the account of the party or parties
underproduced in that particular gas classification category, based on the price per Mcf
the overproduced party or parties actually reccived for each Mcf of the overproduced gas.
The price used for the above calculation shall be the overproduced party's or parties'
bonafide collected gas sales price(s) less royalties, severance, and other production taxes
which have been paid with respect to such overproduction. Each of the parties agrees 10
maintain complete records as to the volume of gas it sold and the price received, so that
the above computations can be made. The Operator shall distribute the payments it has
received hereunder (from the overproduced party) to the underproduced party or parties
entitled thereto in the proportion that each party's cumulative underproduction,- for the
cateqory of gas for which payment is to be made, bears to the total of such cumulative
underproduction. It is understood, however, that the Operator shall rely on the

statements made to it, and shall have no liability with respect to thé correctness of the
funds received by it.

Vil. .

Rovalties shall be paid in accordance with provisions of the Operating
Agreement. The Operator shall be reimbursed by each party taking gas for all royalty due
and payable by Operator with respect to production taken by such party. Each party
taking gas under the terms hereof shall pav any and all applicable taxes due on or with
respect to such preduction. Each party shall be obligated to pay its working interest share
of all costs and liabilities incurred in Unit operations, in accordance with the provisions of
the Operating Agreement. Nothing herein shall be construed so as to deny to any party

the right, from time to time, to produce and take or deliver to its purchaser its full share
of the allowable gas production to meet the deliverability tests required by its purchaser.

VI

If any portion of the storage fee provided for in Article V or the settlement
provided for in Article VI shall be based on prices subject to refund upon order of the
Federal Energy Regulatory Commission or any authority having jurisdiction, the paying
party or parties shall withhold such amounts subject to refund until prices are {fully
approved by the Federal Energy Regulatory Commission, unless the party or parties
receiving payments furnish a corporate undertaking satisfactory to the paying party(ies).



C .

EXHIT e

NONDIEIAUUNATION AND CTRATIFIZATIZN CF NONSEQRECATEID FACILITIS

cme b

A. Sooal Qomertaaity Clagas (01 CF2 €7.1LL0

{Acolicable only 12 contracts or purchase arders for more thaa 512,220.)
During te serformance of this c3ntrags, the Operator agre=s as (ollows:

(1) The Oseraice will rot discriminate 3gainst any emclove= or asolicant lor emoloyment Secause of race, color, religion, sex, of national
ongin. The Coeratar wall t3ne J{Lrmative acllon to ensure that apdhicants are emoloyed, and that emoloyess are trzated <uring smaloyment,

witnouT reLare 13 their rics, <3lor, raligion, sex, of mationdl origin. Such 2cuan sdall include, dut not de limited ta the lollowing: Imployment,
upsrl-x" Z=molion, ¢f "J'n er, recraiiment of recruiiment acverusing, L\yo{( or termuinations, mc!umm; aporenuCesiug, Tha Coeratol agrees

to past .A €3NI0ICLOus taces, dvadadle 10 cmolovees and applicants lor empioyment, NOTICES 10 be proviced Dy the cantracung otlicer setuing
{or:h e provesions ¢l this nonciscrimination cliuse.

() The Cosratar will, in all solicizations or advertisements far emoloyees ptaced By or on b=hali of the Operator, state that all qualifies
applicants wifl reczive cansiceration fer employment without regard (o race, color, religion, sex, or nauonal origin.

{3} The Qcerazor will send 0 each labor union or resresentative of workers with which it has 3 collective barzaining agrzzment or other
CONtrace er uncersianding, 3 natce o 52 orovided by the agency camrac:vnq afficzr, advising the labor union or workers® resresentative of the
Opecater’s ¢cammuitments uncar secian 252 at Executiva Qcedar 11246 of Septemoer 24, 1263, and shall post copies of the notics in conspicuous
places avaiiadbie 1o employ==zs 3nd apchicants {or emaloyment, )

(4) The Coerator will camsly with all provisions of Executive Qcder 11246 of September 24, 1965, and of the rules, regulations, and relevant
orders of the Secretary of Lasor.

(5) T™he OQocrator will furnish all information and repaorts required by Executive Crder 11246 of Seatzmber 24, 19635, and Sy the rules
regulations, -and orcers of the Secretary of Labar, or pursuant thersis, and will permit access to its books, records, ang acgzunts By th
Contraciing 2gency ana the Secrztary ¢f Labor tar pursoses ot investigaticn to ascartain compliance with such rules, regulations, and orcers.’ -

{8) ln the event af

he Cperator's noncemoliance with the nondiscriminaticn clauses of this cantract or with 2ay of such rules, rzgulations, or
orders, this ¢antract may 3= cancelzd, tarminated, or susoended in wnols or in part and the Operator may be declared ineligidls foc fursher
Coverarent ¢ontraCls in aSCoreands =ith precadures authorized in Sxecutive Crdsr 11256 of Septembder 24, 1955, ana such ether sanctions may

be imposes and remecies invoxed a3 orovicdad in Executive Ocder 11256 of Septamber 24, 1965, or by rute, regulation, or order of the Sccretary of
Labor, or 2s otherwise provicee by law,

{7) The Ozerator will include the provisions of paragraph (1) theough (7) in every wubcentract or purchase order unless exematec by rules,
re-ulauens, or orders cf the Secratary ¢f Lador issued pursuant to seciizn 20% of Txecutive Order 11246 of September 28, 1965, so that such
provisiors witl te bmd.ng upon each sudcontracior or vendar. The Operater will take such action with respect to any sudbcsniragi of purchase
ordzr as the contracling agercy may direct as a means of enforcing such srovisions mc'udx"g sanctons lor noncompliancs: Providss, howeaver,
that in tie event the Cperator Secomes invoived in, cr is thredtanes with, litigation witn a subcontracizr or vendor 23 a result a2 suca cire
the centragting 232ncy, the Operatar may requast the United States 10 enter into such litigation 10 protect the intecests of
B. Cer-ification of Nenseereoated Facilivies {41 CF2 50-1.3). (Applicaste only to cantracts or purchase orders which are 3y ex-np! from the

provisions ol tie Zgua Yrporiunity Clause set out adave.)

The Onerater certifies that it

dses not, and will not, ‘maintain or prowd: fer its employeeas any segregated facilities at any =f iis establishments,
Ad that it ¢ozs not, and will not, permit its employsss 10 perform their serviczs at any location, unader 123 cantrof, where segragaiec facuities are

zintannec. The Oserator agreas that a breach of this cartilication is a viclatian of the Zgual Ceportunity Clause in this ceat
-5 used in this cerulizatien, the

cuisn oy

ing Unizad States.

r3z7 27 purchise ocdear.
"¢ term “:zgrezated {acilities” means any walting rooms, work areas, rest rooms and wash rooms, ¢:staurants and other
2ing areas, ume clocks, locker rodms an< other storages cr <ressing areas, parking lots, cr.nxmg {ountains, resrzaticn of sater
ranssoriation, and housing facilities pravides for emplovess which are segregatad by exshicit directive or are in [act segregatec 3n the basis of race,
s22d, coloc, or natisnal orizin, Secause of haoit, local custom, cr otherwise. The Qoeratar further agre=s that {excspt where (t has obtainec identica:
ruficrtions {rom proposes sudCTNIrACIIes {27 sDemific time Deriods) it will odtain idznnical cartificauons {rom prescsed subcentracisrs grior 10 the
~ard of sudcs ra::s excaedin

=ding 310,220 wnich are not ex=mpzt irom thz provisians of the EZgual Opporzunizy Clause; that it will rexain such

setifications in s files: and tnatit will forward the fellowing nctice 1o such credosed subcontractors {excest where the prooosed subccatraciers have
dmitted idznncal carnficanisns for soazill cslt NOTICZ 7O PROSPITTIVE SUSCONTRACTORS OF REQUIRIMENT FCA CIRTIFICA
at

sazilic time perizesh iTiCA-
CONS OF NONSICRICATID FACILITE ..S. A Certificate of Neonssgrzgates Facilities must be suomitted prioc to the aware of a sudcentract

zee=2ing S19,520 which is not examot from the provisions of the Z3ual Opportunity Clause. The cortification may be submirzted either for each
:scoatracst or lor all subcentracis 2u

3 Zuring a pertod (i.e., quartsrty, semiannually, or annually),
C. Affi'mavive Actza Comoliancs S-srram fet CT2 40-1.90). {Applicable only i {a) the Operator has 50 or more employess and (b} t
€oniract ¢r purcnadse ercas s ler ,)):',SCO or more.) :

ldinment areas,

The Qperator shall develos a writtz

18 €entracst or purgnase corcer, shall Mmaintaim a ¢ooy c( s::aarat- or
reup personnel and the jod cizzsifizazion tasiss, at s2¢n lecal clfics

4 evaluatnons of ut.h-.\.‘cn of rmncn:y
ccnsidle for the personnel matlers of such establishmeant,

D. Excizver 'migemarizn Reosrr (5] CF3 65-1.7). (Aoolicaniz enly if {a) the Coser2tor Ras 50 or more emolovess, (5) the Cperator is nat exemz?

{ouricint 13 secuon 56-1.5 ot Titiz L ol he

tne Cacz of Fedeoral Rzguiaucns) frem the reguirement for liling Employer [nformatucn Report
EZC-1, and {c} the contrac: or purcnase order is for 352,003 or morel) ;

;r*rrs !or cach est::!ushmcnt. mc.uum

The Qperatar agress to file with the agzropriate Faderzl agency annually, on or bafere the Jlst day of March, comolete and accurate reports on
wancaed Form 160 (220-1) promulzated jointly by the Olfice of Feceral Cantract Compliance, m: Zqual Employment Oppertunity Co—nmxsmn and
‘ans for Progress oc such form as may h:r:a:: r be promulgatf-*‘ in its place.

E. Al

mative Actien {or Disabied V-.!efam and Vararans of the Viotnam €-3 (3| CF3 60-752). (Applicable only to contracss or purchase orders
for 31C,L20 or more.)

The alfirmative actien clause prescribed in section 66-250.% of Tiuz &1 of the Code
~rritted 5y tection 60-25C.22 of said Pegulations) as if sat out :n {ull at this point.

of Feceral Regulations i3 inzorporated herein by raference (as
- purcnase orcer is fce $59,2C00 or more, thea within |

U ths Oo=rator {3) has 50 or more employees ana {5} this contracs
20 cays from tne 2lfectiveness of this contract or purchase order, the Operater shall prepare

» . -
@ mantain e allirmative action grogram at eacn establishment which shall set focth the Op=rator's policizs, practices and procedures in accordance
1LY section 63-250.6 of zaid Reguiations.

F. Aflfirmative devizn far Wandicanoed Workers (4] CFR £3.7%1.4),

(Applicable only ta contracts or purchase orders for $2,5C0 or more.)
The aflirraative action clruse oeztcribead ia sectian 66-751.% of Title ¢1 of the Code el Fa<eral Regulations is incorporated herein by relerence (as

-rMitted by sezticn 58-751.22 of said Repulanons) 23 if set out in full at s poant. 1L the Cocrator {a) has 30 of more emplovess and (D) this contrac:
surcmase ereer 3 foe 950,000 or more, then, within 123 davs of the etizCliveness ¢f this ¢SN1ract or purchase orcer, the Operator shall prepare and
unain an a!firmative actisA program at eacn estadblishment, which program shall set fortn the Cperater's pohicies, praciices and procecures in
‘SSrcance with secuion 60-74 1.6 of said Fegulations,

GC. Utidizaninn cf Vineritv B ginesy Sarerariqeg {Tasara] Oreguremant Jecciations 1.1.13). (Applicadle only to cantracts of purchase order
WhCE M2y eacees 32,00l
(1) Tt is the palicy of the Cavernmeant that minority business enterprises snall have the maximum praczicadle opporTunILy to participate tn the
performance of Coverrment ¢2ntragts,

(2} The Coerator agrees 13 use N3 Dest effarts 13 carry out this pohcy :n the award of Ajs subeontraces to the {ullest extent c2nmitent with
the efliCiert peclermancs 1 16 CEAIEICT. Ag Uiee 1N LRt C3NLFATT, INE Term “MINOTITY Susiness enterarise™ means a business, at least

s
! 33 percent
Q! WAl 13 Owned Sy MupOrity g£7oud Mamders o7, ;0 case ©f DUShiCly Ownsd 2usinesses. 31 least 3 percent of the $1ock of whiCh 13 owned by
MROrItY  1TOud Memders.

& Far me surscies of thiy cefiniticn, Mminarity grcua mMmemzers are- ‘Jn‘roei
Amernican-Crienzals, fmer.cin-ir2:ant, American-IZilamcs, 4nd Amernis

SoanMmtN-tpea<ing American persons,
Aleats, Cantraciors may rely on wrniiten fepresentitions dy
wsconrinizrs regdrcing their 312U A MINOrIlY dutiness enter2rises n hcu ol Anarcedencant iNvestigation,



