430 -85 cuM: JQe MMCF
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Cumulative Gas Production - (BCF)




Pressure or P/<£ - (psia)

n\.,wo-mm cum: ZOs7 MMNCF

Cumulative Gas Production - (BCF)

Field: Nm\s\\o Mattsx
. H Operator: \Q\o\uﬁ.\.an\ﬁ
Well: T Adn c&:&,\\\v\ LS. /B
Location: M —2Z¢f Nb A7 Acres: Lo
County: Lo State: A/. \r\
Date Prod. Began: Type Plot: P O PIZ X
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Pressure or PIZ - (p¢ 1)

e

CUM:

20 .
Field: /oampcrre Ma771x
Operator: |\.~Im PANA
. Wel: 7ol (Jumberly Ao, /f
Location: /, JNw\.. 255~ L Acres:
County: [/ =4 State: \h\mm\\&rﬁ\\&
\A\& Date Prod. Began: TypePlot: P O PIZ K
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Cumulative Gas Production - (BCF)
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GAS PRODUCTION HISTORY

Date _12-28-79 ' - Page_1 of 2

Operator: Cities Service 0i1 Co. (Mobil) —

Well: ‘ Dabbs No. 1 (LMQU No. 31) BEFORE EXAMINFR QUINTANA

Location: N-23-25_37 OIL CONSERVATION DIVISION
CASE-NG: fﬁ&égfs——;————

Pool: Langlie Mattix S — :

Spud Date: Qriginal Completion Date: -

Completion Interval (Gas):

Completion Date (Gas): First Production (Gas):

Remarks: Last Production 9-69

Converted to water injection in Mobil LMQU

No. Annual Gas Avg. Gas Cum. Gas Annual
of Production Rate Production SIP
Year Mos. (MCF) ( MCF/MO. ) (MMCF) (psia) P/Z
1969 9 10122 1125 6370 1 128 2 130
1968 11 14674 1334 6360.0 N/A N/A
1967 12 19765 1647 6345.3 125.2 130
1966 12 16720 1393 6325.5 85.2 90
1965 12 12927 1077 6308.8 144.2 150
1964 10 3244 324 6295.9 115.2 120
1963 12 15892 1324 6292.7 135.2 140
1962 12 25167 2097 6276.8 149.0 160
1961 6 4885 814 _6251.6 = _ _224,2 235
1960 2 3704 1852 6246.7 222.2 235
1959 11 37241 3386 6243.0 274.2 295
1958 12 69225 5769 6205.8 327.0 350
1957 12 82385 6865 6136.5 300.0 317
1956 12 87352 7279 6054.2 N/A N/A
1955 12 150152 12513 5966.8 N/A N/A
1954 12 112344 9362 5861.7 377.0 405
1953 12 142661 11888 5749.3 420.0 460
1952 12 175433 - 14619 5606.6 443.0 480
1951 12 148126 12344 5431.2 459.0 500
1950 12 66894 5575 5364.3 489.0 535
19_68  petail Summary 19_69 _ Detail Summary
Jan. 1413 July 1393 Jan. 1178 July 1182
Feb. 1308 Aug. 1412 Feb. 1071 Aug. 1075
March _ 1370 Sept. 1235 March 1124 Sept. 924
April 1306 Oct. 1298 April 1150 Oct.
May 1378 Nov. 0 May 1213 Nov.
June 1371 Dec. 1190 June 1205 Dec.
Production (Y-T-D) 10122MCF Avg. Rate (Y-T-D) 1125 MCF/Mo.

Days or Months (Y-T-D) 9 Mo.




Date 12-28-79

GAS PRODUCTION HISTORY

Cities Service 0il Co.

Page 2 of 2

Operator:;

Well: Dabbs No. 1

Location: D-23-25-37

Pool: Jalmat (Gas)

Spud Date: Original Completion Date:

Completion Interval (Gas):
Completion Date (Gas):

First Production (Gas):

Remarks:
No. Annual Gas Avg. Gas Cum. Gas Annual
of Production Rate Production sip
Year Mos. (MCF) (MCE/MO. ) (MMCF) {psia) _ Pz
1949 12 145646 12137 5218.7 528.0 590
1948 11 583127 53012 4635.5 N/A N/A
1947 12 134079 11173 4501.5 N/A N/A
1946 12 196726 16394 4304.7 N/A N/A
1945 12 526035 43836 3778.7 N/A N/A
1944 11 449423 40857 332943 N/A N/A
19 Detail Summary 19 Detail Summary
Jan. July Jan. July
Feb. Aug. Feb. Aug.
March Sept. March Sept.
April Oct. April Oct.
May Nov. May Nov.
June Dec. June Dec.

Production (Y-T-D)

Days or Months (Y-T-D)

Avg. Rate (Y-T-D)




Gas P~~duction - MCF/month
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nﬁw,._ H . Operator:  Citjes Service 0il Co. (Mobil)
ine Well: Nahhe Na 1 (LMQU No. 31)
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>ressure or PIZ - (psi’

10-1-69 CUM: 6370 MMCF

1
500 b2 Field: Jalmat (Gas)
4 Operator: Cities Service 0il Cao
¢ Well: Dabbs No.1l
Location: D-23-25-37 Acres:
p2 County: Lea State:New Mexico
Date Prod. Began: , Type Plot: P O P/1Z ¥
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GAS PRODUCTION HISTORY

Date _1-7-80 Page_1__of I
Operator: Mobil (Cities Service 0il Co.)

Well: LMQU No. 35 (Dabbs No. 2)

Location: E-23-25-37

Pool: Langlie Mattix

Spud Date: Original Completion Date:

Completion Interval (Gas):
First Production (Gas):
No gas production available prior to 1-1-59.

Completion Date (Gas):

Remarks:
*Cumulative total from 1-1-59 to 10-1-69.
Converted to water injector.
No. Annual Gas Avg. Gas Cum. Gas . . Avg.0il
of Production Rate * production ~ *Cum.O0i1 Annual 0i1l Rate
Year Mos. (MCF) ( MCF/mo.) (MMCF) (MBO) (BBL) (BBL/mo,)
1969 _9 2041 227 1613.4 3.8 13 7
1968 12 39323 3277 1611.3 3.8 96 16
1967 12 88857 7405 1572.0 3.7 217 20
1966 12 96676 8056 1483.1 3.5 178 22
1965 12 _ 106220  __ 8852 1386.5 3.3 196 25
1964 12 132654 11055 1280.2 3.1 305 31
1963 12 151337 12611 1147.6 2.8 346 32
1962 12 175984 14665 996.3 2.5 510 43
1961 12 237422 19785 820.3 2.0 602 50
1960 12 299028 24919 582.9 1.4 55] 46
1959 12 283822 23652 283.8 .8 810 68
19_£83 Detail Summary 19_69  Detail Summary
Jan. 627Q July 2597 Jan. 1247 July 60
Feb. 5398 Aug. 1139 Feb. 118 Aug. 175
March 5762 Sept. 930 March 97 Sept. 1
April 6293 Oct. 149 April 133 Oct. 0
May 245 Nov. 57 May 101 Nov. 0
June 438G Dec. 9 June 109 Dec. 0
Production {Y-T-D) 2041 MCF Avg. Rate (Y-T-D) 227 MCF/mo.
Days or Months (Y-T-D) 9 mos.

E-23-25-37




1-1-59 to 10-1-69Cum: 1613.4 MMCF

100,000 g5 : : : =SE==c; FeE = 5
= ] TEERE : ot Ea e Field: Langlie Mattix
3 S SSSSSSzSSE EEESaSkaESEsroreaESSos . . s ; :
=t S==as s e teod Operator: Mobil (Cities Service 0i1 Co.)
2 ik ' e R SE
Lrepem s e = T 6% g gy pgEn an .
SEEEEESSE o T FHisd Well:  1MQU No. 35 (Dabbs No. 2)
5 1 ! ~L - te 1
S=5 B=E3SSaSEsC g Bano@ahaEcE SoERSSSE=Sass Iak 32 dab e SeRiha BE SRS Location: f_23.25-37
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LTI
DOVLE HSRTMA4, OIL OFERAICR

WIGHTS EMERGYDWTA SYSTEM  FIN DATE 7/24,35  TIRE 11323011 PHE 1
LEASE M€ CARLSON FEDERAL LOCATION 23258 37TE  [WIGHTS 10 § J0225SITE2I0OYT  FIELD - JAMAT TANSILL 1T 7 RVKS (FRD GAS) YT PROXATION UNIT & - 52323
v 2 .
OFER  EL PSSO HATURAL GAS OO . CUKE [ATES - LIGUID  0/69/12 CUPE5 - LIOUID | 0 LIO GATHERER s
643 0/at/1? &S 811745 5AS GATHEAER EL FASD MATURAL GAS COMFANY
SELECTICN
FRON-10
7085

FROMUCTICON [ATA -

YR NK WELLS PRODN JAN FEB HAR AR nAY AN LY Lt SEP ocT Ny LEC 110 11D AVG
70 LM 1 1 1 i { 1 1 1 1 1 1 1
g 0 0 0 0 0 0 ° 0 0 0 0 0

DAYS [ [ 0 0 0 0 0 0 ] 0 0 Q [} 0

[1) (W [+ 1] 0 1] 0 Q [} Q0 [} Q V] 0 [/} 0 0

WATER 0 0 0 4] Q 0 [} 0 a0 Q 0 0 Q 0

GAS N4 1303 31353 3110 3162 2016 1020 2419 2643 3198 1093 3003 30386 641651 2532
71 LM 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0

DAYS 0 0 ¢ ] b 0 Q 0 1] [} 0 Q 0 0

OIL [} [} 0 [1] 0 0 0 1] [ Q Q 0 [+] 0 0

VATER Q 0 4] 0 0 Q 0 0 0 0 [+) Q 0 0

GAS 213 2453 1765 2876 3148 2964 278 182: 2953 2724 2929 3303 32852 474503 2738
T AN 1 1 1 1 1 1 1 1 1 1 1 1
T OLIFY 0 0 0 0 [+] [ 0 0 0 [+ 0 1]

DAYS [} Q Q ] Q Q 0 0 0 0 1} Q [} 0

OIL 0 0 0 [} [} 0 0 [} 0 0 1] 0 0 0 0

WATER 9 0 0 Q Q 0 0 0 (1] 0 Q 0 [} Q

GAS 2428 2452 1407 3094 Jag4 3244 38%0 3619 3401 3145 3241 24687 346308 710811 3026
73 LM 1 1 i 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 1] 0 0 0 0 0 0 0 0

; DAYS 0 0 [} [+ 0 0 0 0 0 0 0 Q [ 0

{ oL 0 () 0 0 0 0 0 () 0 0 0 0 0 0 0

WATER 0 Q (1} 1] [} 1] [} 0 4] [} [/} a Q [}

GAS 2872 2701 3510 2933 2424 k123 3246 I8 678 762 3578 3548 38404 749215 3200
T4 FLDY 1 1 1 1 1 1 1 1 1 1 i 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0

DaYS () 0 0 0 0 o’ 0 0 0 0 0 0 ° 0

oIL 0 0 0 0 0 0 0 0 0 0 0 0 ° 0 0

WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0

GAS 3434 am 317 209 ™93 k<v.3 301 k<113 3030 2466 2952 2663 IR 784547 k3R
75 LW 1 O | 1 1 1 1 1 1 1 1 1
LIFT 0 0 [ 0 0 0 0 0 0 0 0 0

DAYS 0 0 0 [ Q 0 0 0 [\] [1] 1} 0 Q Q

OIL 0 0 0 [/} Q 0 0 [+] 0 (1} 0 0 0 0 0

WATER 0 1) 0 0 9 0 0 0 0 0 Q 1 Q 0

GAS 2332 1558 3038 N 209 2443 2251 873 2117 p1p7) 2549 2594 29170 815717 431



MT120W02
XYLE HARTMAN, OIL OFERATOR

MIGHTS ENERGYDATA SYSTEM RUN DATE 7/24/35  TIME 11323011 PAGE 2
EASE NAME  CARLSON FELERAL LOCATION 23255 37 IMIGHTS ID & 3022GSITE2INOOYT  FIELD - JALMAT TANSILL YT 7 RVRS (FRO GAS) YT PRORATION UNIT & - 52323
WeLL 2
' - 4
OFER Bl PASO NATURAL GAS CO CUME DATES - LIQUID  0/69/12 CUMES - LIQUID 0 L10 GATHERER
GAS 0/69/12 GAS 611265 GAS GATHERER EL PASO NATURAL GAS COMPANY
SELECTION N
FROM-TO :
70-85

PRODUCTION DATA

TR NR WELLS PRODN

AN FEB HAR AR HAY AN AL AUG SEP ocT NOV DEC Y10 ITD G
%0~ 1 1 1 1 1 1 1 1 1 1 1 1 .
( 0 0 0 0 0 0 0 0 0 0 0 0
DAYS ° 0 0 0 0 0 0 0 0 0 0 0 0 0
oIL 0 0 7 0 102 98 0 0 70 0 130 0 4T I3 134
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
A4S 1897 U 3054 2631 1174 2534 1999 468 2531 3073 2747 2539 28340 844057 2362
7 ALOM 1 1 1 1 1 1 1 1 1 1 1 1 ”
LIFT 0 0 0 0 0 ] ) 0 0 0 0 [ y
paYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 b
oIL 12 114 0 122 0 128 0 0 145 &5 52 57 815 1484 102
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BAS 2506 2306 228 1588 2214 2605 2758 2476 3776 2676 3007 273 20836 874893 2570 -
78 FLOM 1 1 1 1 1 1 1 1 1 1 1 i .
LIFT ) 0 0 0 0 0 0 0 0 0 0 0 :
DAYS ) 0 0 0 0 0 0 0 0 0 0 0 0 0
oI 4 54 57 53 50 50 53 141 0 0 25 104 &3t 2117 63 4
WATER 0 0 0 0 0 0 0 0 35 32 32 57 156 39 :
GAS A 2044 0 0 ) 0 0 0 2378 2015 2781 3047 12211 887164 2045
79 FLOK 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 ¢ 0 0 0 0 0 0 0 0 0
; DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 ,
oIL 0 8 0 0 ° 0 0 0 0 0 0 0 8 2185 b7 -
WATER 82 Sé &2 40 2| 54 82 82 &0 62 60 &2 720 &0
GAS 05 2550 255 2312 2301 1938 2109 1928 1679 1623 1429 1320 25099 912263 2092 .
80 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 o y
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oIL 0 r2 82 0 20 42 0 0 ¢ 0 0 0 197 2382 49
WATER L) 52 23 23 50 47 3% 29 o] 8 24 10 .8t 2
GAS 1341 1040 98 574 65 94 754 750 568 169 802 207 8362 920625 897 D
91 FLOW 1 1 1 0 1 1 0 ) 0 1 0 1 . . N R U TS S
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 0 0 ()} 0 0 0 0 0 0 0 0 0 0 0
oIL 0 0 0 0 1 s 0 0 0 0 0 0 7 2389 4 .
WATER 1 ° 0 0 0 0 0 0 0 0 0 0 1 1 ‘
GAS 18 9 6 0 0 0 0 0 0 4 0 19 6 920681 11

7/
’
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DWIGHTS ENERGYDATA SYSTEM RUN DATE 7/24/85 TIME 11323114 PAGE 1

LEASE NAME CARLSON FEDERAL LOCATION 23N255 37 IWIGHTS ID & 30225S37E23N00YT  FIELD - JALMAT TANSILL YT 7 RURS (PRO |

WELL 2
OPER €L PASD NATURAL GAS CO CUME DATES - LIOUID 0/69/12 CUMES - LIOUID 0 LIO GATH
GAS 0/69/12 GAS 611265 GAS GATH

SELECTION

FRON-TO

70-85

TEST DATA

WELLIEAD  BOT HOLE TEST DATE
TEST DATE S/I1 PRESS PRESSURE Z-FACTOR  P/Z GAS CLME
70/06/29 851 907 868 1045 626,206
71/08/05 93 845 +B76 965 661,062
T2/06/26 B0S 857 874 981 690,380
73/05/08 788 839 877 957 123,453
74/G4/30 T4 824 +879 937 758,943
To/04/29 795 847 876 967 90,966
76704720 95 847 +876 967 825,895
71/05/17 I 378 941 402 653,932
79/06/20 A2 01 V924 542 901,479
80/04/01 421 447 W932 480 915,461
81/03/24 393 A17 +936 446 920,657
82/04/13 384 407 937 434 §20,778
83/03/15 394 418 1936 447 921,031
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Gas Pruduction - MCF/month
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UT120W2

DOYLE HARTMAN, OIL OPERATOR

IMIGHTS ENERGYDATA SYSTEM  KUN DATE 7/24/85 THE 11521355 peE 2
LEASE NAME CARLSOW LOCATION Z3r255 376 IMIGHIS ID & 30225S37€23PO0SR  FIELD - LANGLIE MATTIX 7 KVRS O GRAYMUG SR PRORATION UNIT & - 17950
WELL 3
OFER HARTHON DOYLE COMPLETION DATE  0/00/00  CUME DATES - LIQUID  0/69/12  CUMES - LIQUID 0 LIO GATHERER
6AS 0/69/12 6AS 1285294 GAS GATHERER EL PASO NATURAL GAS COMPANY
SELECTION
FROM-TO -
20-85
FRODUCTION DATA
1
R NR WELLS PRODN JaN FEB ¥R R Hay AN . A sep oct NOV DEC Y70 m aw  PsIA
70 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
paYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
o1L 0 0 0 0 0 0 0 0 0 0 0 0 0 0 )
WATER 0 0 0 0 0 0 0 o 0 0 0 0 0 )
6AS 1538 1483 1575 1430 1413 1291 1417 1327 1334 un 1024 1un 16148 1301442 e/ dl.z-| )45 B
71 FLOM 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
paYS I 0 0 0 0 0 0 ) 0 0 0 0 ) )
oL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 ) 0 0 ) 0 0 0
6AS 1115 1030 795 1034 1316 - 1351 1303 1244 1096 1243 1174 173 13878 1315320 un _[35.2. /40
72 FLOU 1 1 1 1 1 1 1 1 1 1 1 1 !
LIFY 0 0 0 0 0 2 0 0 0 0 ) 0 :
1avs 0 0 0 ) 0 ) 0 0 o 0 0 0 0 0 .
oIL 0 0 ) 0 0 0 0 0 0 0 0 0 ) 0 0
WATER 0 0 0 0 0 0 0 0 o 0 0 0 o 0 .
6AS 1226 1159 1386 1494 1479 1260 1525 1536 1495 1455 1313 1393 16721 1332041 s 133.Z0 137
T3 FLOW 1 1 1 1 1 1 1 1 1 1 1 1 _ X
LIFT o 0 ) 0 0 ) 0 0 0 0 0 0 ;
IAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 _
olL 0 0 0 0 0 0 ¢ 0 ¢ 0 ¢ ) 0 0 0 !
VATER 0 0 0 ) 0 0 0 0 0 0 0 0 0 0 i .
GAS 1259 1211 1314 1233 1208 1347 1260 1253 1142 1247 1007 1088 1457 1346612 VR ) ) & 2 A
: 1
74 FLOY 1 1 1 1 1 1 1 1 1 1 1 1 ,
LIFT 0 0 ) o ) 0 0 ) 0 0 0 0
BAYS 0 ¢ 0 0 ) o 0 0 0 ¢ 0 0 0 0 )
oIL 0 0 0 0 0 0 0 0 0 0 ) 0 0 0 0
UATER 0 0 0 0 0 0 0 o < ¢ 0 0 0 0
AS 984 316 %2 ) 1154 932 944 &7 ) 908 606 1464 11467 1350079 96 m: 2 Vi
75 FLOW 1 1 1 1 1 1 1 1 1 i 1 1
LIFY 0 0 ¢ 0 0 0 0 0 0 0 0 0
eYS ) 0 o o 0 ¢ o 0 a ¢ 0 0 0 0
1L 0 ) 0 0 0 0 0 o ) 0 0 0 o 0 0
UATER 0 0 0 0 0 0 0 0 o ) 0 0 0 0 ]
64S 728 o 924 895 644 8 637 83 485 <93 243 65 196 1365875 o0 104.2-) [0s



L

WT120W2
DOYLE HARTHAN, OIL DFERATOR
IWIGHTS ENERGYDATA SYSTEM  RUM DATE 7/24/85  TIML 11321155 PAGE 3
LEASE NAHE CARLSON LOCATIOH 23295 37 IWIGHTS ID & 3022SS37E23F00SR  FIELD - LANGLIE MATTIX 7 RVRS O GRAYBURG SR PROKATION UNIT ¢ - 17950
WELL 3
OPER  HARTHAN DOYLE COMFLETION IATE  0/00/00  CUME DATES - LIGUID 0769712  CUMES - L10UID 0 LIO GATHEKER
48 0/69/12 OGS 1285794 GAS GATHERER EL PASO NATURAL GAS COMFANY
SELECTION
FROM-TO
70-85
PRODUCTION DATA
1
YR NR WELLS PRODN JAN FEB HOR AR HAY K1Y A AJG SEP ocT NV tec Y10 1311 WG
76 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
UATER 0 0 0 0 0 0 0 0 0 3 30 31 92 3
6hS 959 939 985 1099 933 850 763 928 962 988 804 647 10879 1376754 907 mlw. 2 ¢
77 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 0 0 0 0 0 0 0 0 0 0 ) 0 0 0
oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 )
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 . 0
BAS aT? 484 565 452 N 584 653 621 275 338 506 670 6342 1383096 529 % 3.2 95
78 FLOW 1 1 1 1 1 1 1 1 1 1 1 1 \
LIFT 0 0 o 0 0 0 0 0 0 0 0 0 )
AYS o 0 o 0 0 0 ) 0 0 0 0 0 0 ) w
oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 "
WATER 0 0 ) 0 0 0 0 0 0 0 0 0 0 0 !
645 452 579 660 ™ 144 632 401 207 8y 147 970 6620 12471 1395567 1039 &?. y .wm
79 FLOW 1 1 1 1 1 1 1 1 1 1 1 1 ‘ .
LIFT 0 0 0 0 0 0 0 0 0 ) 0 0
DAYS 0 0 0 0 ) 0 0 0 0 0 0 0 0 0 !
olL 0 0 ) 0 0 0 0 0 0 0 0 0 0 0 0 _
WATER ) 0 0 0 0 0 9 0 0 0 0 0 ) 0
GAS 2231 2200 2324 1560 1884 2342 2855 117 2042 2024 1610 1788 24977 1420544 2081 QN 2 ag<
80 FLOW 1 1 1 1 1 1 1 1 1 1 1 1 {
LIFT 0 0 0 o 0 0 0 0 0 0 0 0 ;
TAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 i ’
oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 ° 0 _
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0 | lo
GAS n7n 2144 2190 237 ms 1990 177% 1636 1597 1788 1498 1366 23190 1443742 1933 MW.N g
81 FLOW 1 1 1 1 1 1 1 1 1 1 1 1 |
LIFT 0 o 0 0 0 0 0 0 0 0 0 0 !
1AYS 0 0 ) 0 0 0 0 0 0 0 0 0 0 0 _
oIl ) 0 0 0 o 0 o 0 0 0 0 0 Q 0 0 .
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0 |
6AS 1160 2 989 1266 1132 1280 1291 153 1186 117 1195 1250 13509 1457651 159 |




DUT12062
DOYLE HARTHAN, OIL OPERATOR
IWIGHTS EMERGYDATA SYSTEM RUN DATE  7/24/85 TIHE 31321458 FAGE 4

LEASE NAME CARLSON
WELL 3
OFER  HARTHMAN DOYLE

LOCATION 23258 376 DWIGHTS ID & 30226SI7E24F00SR  FIELD - LANGLIE MATTIX 7 RVRS @ GRAYRURG SR PRORATION UNIT & - 179%0

COMFLETION DATE  0/00/00 CuME DATES - LIGUID  0/69/12 CWHES - LIGUID 0 LJO GATHERER

~

GAS 0/69/12 GAS 1285294 GAS GATHERER EL PASO NATURAL GAS COMPANY
SELECTION
FROM-TO
70-85
FROIUCTION DATA
i
YR NR WELLS PRODN JAN FER HAR R KAY JUN S AUG SeP oct NOV EC Y7o I AVG
82 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0 .
nAYS 0 0 0 Y 0 0 0 0 0 0 0 [} 0 0
oIt 0 0 0 9 0 0 0 0 0 0 0 0 0 0 9
WATER 0 0 0 0 0 0 0 0 0 0 [ 0 0 0
GAS 1321 1139 1214 1092 1226 1241 1269 1102 1074 20 7 904 11899 1469050 92
83 FLOW 1 1 { 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS v 1 2 30 3 0 31 3 30 3 30 31 283 24
OIL 0 0 [ 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
GAS 364 53 86 187 n 448 1282 us: 982 1398 1402 1513 8731 1478481 44
84 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 3t 29 31 30 31 [ 31 31 30 3 30 31 33 3
0IL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 ¢ 0 0 0 0 0 0 0 [} Q '} 0
GAS 1297 1279 1057 904 1304 1228 986 1097 1097 1052 1020 1000 13361 1491842 113
85 FLOM 1 1 1 ) 0 0 0 0 0 0 0 0 .
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
DAYS 31 28 3 26 0 0 0 0 0 0 0 0 116 29
OIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 ¢ 0 0 0 ¢ Y Y ¢ 0 9 Y q 8 2
GAS 927 260 1300 1014 0 0 0 0 0 0 0 0 4201 1496043 1050 '



YR ~TO-1I™IL PRODUCTION  FOIR 104 -

N 25 CALCULATEDR AT 15,029 FOIA & 7 W7
LEAGES METERI ' _m,.m,m,m,)mz NRI %
570524 409204 CARLSON 23 11/14/7%? «A451171886 OFERATOR - DOYLE HARTMAN

PR HORTE FSRAER M e W Al e TR TR MR 8 SR VD

JANUARY ’
FERRUARY
MARCH
AFRIL .
MAY
JUNE 1229 30.0 40,50 8 £ 9?11 1283 1229 48 44 &4
JULy 87 30,2 46,25 a7 + 9890 1283 B 2216 52 43 64
AUGUST 1097 30.2 45.50 . 83 « 7904 1283 3313 S1 42 64
SEFTEMRER 1097 30.0 41,79 76 9918 1300 4410 50 38 64
OCTORER 1092 31.0 42,00 66 «9941 1300 SHO2 45 34 &4
NOVEMEER 1020 30.0 42,50 54 P62 1300 6522 44 35 &4
DECEMBER 1000 m.m..hm 43,00 50 P67 1300 7522 45 35 64
YTD 1984 Th22 213.1

ITn L2 213.1



YR =TO=-Iwvlt Fluolaieiune Ok 919 O0Q W,
VOLUMES CALCULATED AT 15.025 FPSIA & 7 W)
LEASES METERS
570524 609684 CARLSON 23

mmm:wmm: wmwmcmmw mmmwcmmm wmmwz
JANUARY P24 30.7
FERRUARY 959 27.2
MARCH 1301 31.0
APRIL 1014 26.0
MAY 1104 31.0
JUNE 1093 20.0
JuLy
AUGUST '
SEPTEMBER
DCTORER
NOVEMEER
DECEMEER
YTD 1985 6399 175.9
ITD 1392 389.0

DATE ON
SIREAM

11/14/5

AVG
TEMF

A5
49
61
71
a3
a4

NIKI X

X4 45117188

ETU
FACTOR

G744
2967
1?9446
2911
<7887
. 7885

ETU

1300
1300
1298
1298
1298
1298

ITD CUME ITD CUME
GAS o1

8447
9406
10707
11721
12827
13920

OFERATOR

AVG
TP

a8
49
a8
44
35
27

= DOYLE HARTMAN

AVG
cpP

36
38
37
40
38
36

AVG

DAYS

CHOKE SHUTIN

64
64
64
64
64
64
64



Gas Pr. luction - MCF/month
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4/:30 85 cum: /90 MMCF

Fiei:  / gnahe MattixX
: Operator: DOVW\R [Hrdman (Ser)
2 wel:  (Corfson A0.3
Location: A.28.25-37 Acres: h\w@
County: Lo State: A/, \,\
Date Prod. Began: TypePlot: P O P/Z
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Cumulative Gas Production - (BCF)
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. . ~ DWT12082
N DT e s DOYLE HARTMAN, DIL OPERATOR

T e e e | - IWIGHTS ENERGYDATA SYSTEMW  RUN DATE 7/24/85 TIAE 11:21:55 PRGE 9
S e cesot o . LEASE NAME 1DA WIMBERLEY LOCATION 24256 I7E  DWIGHTS ID & 30225S37E24M00SR  FIELD - LANGLIE MATTIX 7 RURS 0 GRAYMUKG SR PRORATION UNIT ¢ - 16475
e e T C OFER  AMERADA HESS CORP COMPLETION DATE  0/00/00  CUME DWTES - LIQUID 0/49/12 CUMES - LIQUID 0 LID GATHERER
T P o - 6AS 0/69/12 6AS 944320 GAS GATHEKER EL PASO MATURAL GAS COMPANY
o T B Lo SELECTION
PO FROM-TO
: 70-85
AN PROLUCTION LATA
s YR MR VELLS FRODN JAN FEB MAR R KAY JUN KT AUG SEF ocT NOV DEC YTD 1 G
. PSIA plz
O 20 o 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
_* 0 DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(- 6AS 9723 10036 9929 9254 7265 7445 8246 ny 8934 5410 5886 5844 5125 1039445 921 125 130
o 71 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
. - (" LIFT 0 0 0 0 0 0 0 0 0 0 0 0
b DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
; oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
e WATER 0 0 ¢ 0 0 0 0 0 0 0 0 0 0 0
IR 545 6588 7219 3884 6550 10104 9879 4886 5675 5951 7335 4246 6583 78900 1118345 6575 126 130
! 72 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
pC LIFT 0 0 0 o 0 0 o 0 0 0 0 0
‘ 1 DAYS 0 0 0 0 0 0 ) 0 0 0 0 0 0 0
by oI 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
A WATER 0 0 0 0 0 0 0 0 ) 0, 0 0 0 0
. R GAS 987 229 10273 11450 12255 10436 9213 11630 11138 11247 10339 9867 124104 1242049 10342 1. 120
. o ,
g 73 FLOM 1 1 1 1 1 1 1 1 1 1 1 i
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
¢ DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
~ oIL 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
VATER 0 0 0 0 0 0 0 0 0 0 0 0 0 )
( GAS 9512 8226 8699 8511 8304 B640 9440 88307 9513 9409 6603 9242 104706 1347355 8742 (3 b4
74 FLOM 1 1 1 1 1 1 1 1 1 1 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
: AYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
oIL 0 0 0 0 0 0 0 0 0 o 0 0 0 0 0
; WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
: 6AS 8762 8078 8502 773 9240 7615 B674 7787 8360 8647 7822 7241 98421 1445776 8202 98 100
y 75 FLOW 1 1 1 1 1 1 1 1 1 1 1 1
- LIFT 0 0 0 0 0 0 0 0 ) 0 0 0
S H 0 0 ¢ 0 0 0 0 0 0 0 0 0 0 0
, oI 0 0 0 0 ) 0 o 0 0 0 0 0 0 0 0
. UATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BAS N 571 7655 683 8143 7285 6510 4236 BIML 7613 7443 729 8077 15M6S3 7406 g3 g8
p
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DWT12082
DOYLE HARTMAN, OIL OPERATOR

IVIGHTS ENERGYDATA SYSTEM  KUN DATE 7/24/85  TIME 11321155 PAGE 11
LEASE NAME  IDA WIMBERLEY LOCATION 24255 37E  DWIGHTS ID & 30225G37E24M00SR  FIELD - LANGLIE MATTIX 7 RVS O GRAYEURG SR PRORATION UNIT ¢ - 16675
. WL 13 .
G OPER AMERADA HESS CORP COMPLETION TATE  0/00/00  CUME DATES - LIDUID 0/69/12 CUMES - LIQUID 0 LIO GATHEKER
BS /&2 . 6AS 944320 GAS GATHERER EL PASO NATLRAL GAS COMPANY
(- SELECTION
‘ FROM-TO
70-85
> PRODUCTION DATA
YR MR WELLS PRODN ot FEB R R HaY JN an G sep oct NV DC 1 11 G
0 s 1 1 1 1 1 1 1 1 1 0 1 1
LIFT 0 0 0 0 0 0 0 0 0 0 0 0
- DAYS 0 0 0 0 0 0 0 0 0 0 0 0 0 0
* ‘ oIL 0 0 0 0 0 0 0 0 0 0 (] 0 0 (] 0
WATER 0 0 0 0 0 0 0 0 0 0 0 0 0 0
2 GAS 5028 4303 4TSI 447 4290 ATI3 4930 43T 1904 0 140 2627 232 19T 38S1
: 83 FLOW 1 0 0 0 0 0 0 0 0 0 0 0
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Gas Production - MCF/month
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Operator: ALe/e pApA
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S83-6043
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JEFFERSON PLACE

POST OFFICE BOX 2208
SANTA FE. NEW MEXICO 87501

day, July 31,
X

v be affected by the

You have an interest which maj

above-referenced case.

SUITE | - 11O NORTH GUADALUPE
TELEPHONE: (508!
TELECCOPIER:

2leD
Carr

1985

.

truly you

1

OIL CONSERVATION DIVISION

whtrmae) EXHIBIT NO._b
xxﬁ&LﬂA

BEFORE EXAMINER QUINTANA
William F.

July 22,
CASE NO.

V\eg

S¥8-Ltv E861 AInf L L8E w04 S4

£ the docket for the 0il Conservation
hearings scheduled for Wednes

85018
Application of Doyle Hartman for

Compulsory Pooling, Lea County, New Mexico.

Arizona
Examiner

Howard Olson
Olson

LAWYERS
BRUCE D. BLACK
MICRAEL B. CAMPBELL
willLiaAM F. CARR
BRADFORD C. BERGE
J. SCOTT HAaLL
PETER N. IVES
Post Office Box 32279
Case 8668
Enclosed is a copy ©

JACK M, CAMPBELL
LOURDES A. MARTINEZ

R.

RETURN RECEIPT REQUESTED
1985.

CAMPBELL & BLACK. pr.A.
CERTIFIED MAIL
Division

Phoenix,
Dear Mr.

Mr.,
Re:

p 456 364 608

RECEIPT FOR CERTIFIED faail

NO INSURANCL COVLRAGE FROVHY b-
NOT FOR INTERNATIONAL MAL

(Sce ieverse)

Sent to i

w.MWEEﬂQAdMOa;

Street and Zr.

P. O. Box 32279,
P.O., State and ZIP Codu
phoenix, Arizona 85018

Postage B

Ceortitied Foe 80 :

Spocial Detivery [Fea

b e i e

° SENDER: Complete items 1, 2, 3 and 4,

Put your address in the *RETURN TO" space on the
reverse side. Failure to do this will prevent this card from
being returned to you, The return receipt fee will provide
ou the name of the person delivered to and the date of
delivery. For additional fees the following services are
available., Consult postmaster for fees and check box(es)
tor service(s) requested,

1,
1. [0 Show to whom, date and address of dellvery.

2. [ Restricted Delivery.

3. Article Addressed to;

R. Howard Olson
P. O. Box- 32279 -
vromswx~nwhwmosm 85018

S

4. Type of Service: Article Number

03 Registered [ (nsured

mﬁ%nz%,n_nom P 456 364 608

Always obtain signature of addressee or agent and

DATE D
ELIVERED, —

5. &B: ey

X

6. Signature — Agent
X

7. Date of Delivery

7-25 —

1413334 NHNL3YH D11SINO0A

8. AUdressee’s Address (ONLY {f requested and fee paid)

I




A.A.P.L. FORM.610-1982

MODEL FORM OPERATING AGREEMENT

-~
-

OPERATING AGREEMENT

DATED

October 3 , 1983 |

OPERATOR Doyle Hartman -

CONTRACT AREA _E/2 SE/4 Section 19; E/2 ®u/4 and E/2 Section 30,

T-25~S, R-37-E

STATE OF __New Mexico

COUNTY SRPARISHOF Lea

COPYRIGHT 1982 —  ALL RIGHTSRESERVED
AMERICAN ASSOCIATION OF PETKROLEUM
LANDMEN, 2408 CONTINENTAL LIFE BUILDING,

FORT WOKRTH, TEXAS, 76102, APPROVED FORM.
A_A.P.L. NO. 610 - 1982 REVISED
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OPERATING AGREEMENT

Doyle Hartman

THIS AGREEMENT, entered into by and beiween
hercinafter designated and

referred to as **Operator®*, and the signatory party or parties other than Operator, sometimes hercinafter refersed to individually herein
; A

as *'Non-Operator™*, and collectively as **Non-Operators”®'.

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases and/or oil and gas inierests in the land idemiified in
Exhibit **A™, and the parties hereto have reached an agreement to explore and develop these leases andfor 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 .
DEFINITIONS

As vsed in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term “‘oil and gas’’ shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, unless an intent to bimit 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 covering tracts of land

lying within the Contract Area which are owned by the parties to this agreement.
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.

D. The term ‘*Contract Area’’ shall mean all of the Jands, oil and gas leasehold interests and oil and gas inierests iniended 1o be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests
are described in Exhibit “*A™".

E. The term *‘drilling unit’’ shall mean the area fixed for the drilling of one well by order or rule of any sute or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilung unit shall be the drilling unit as establish-
ed by the pattemn of drilling in the Contract Area or as fixed by express agreement of the Drilling Parpes.

F. The term *‘‘dnllsite’” shall mean the oil and gas lease or interest on which a proposed well is to be located.

G. The terms *‘Dnlling Party” and ‘*‘Consenting Party’" shall mean a-party who agrees 1o join in and pay its share of the cost of

any operation conducted under the provisions of this agreerent. - _
H. The terms *'Non-Drilling Party”” and ‘‘Non-Consenting Party’ shali mean a pamty who elects not 1o particpate

-
-

tn a proposed operation.

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 1.
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:

X A. Exhibit **A”", shall include the following information:

(1) Idenuification of lands subject to this agreement,

{2) Resuricuons, if any, as to depths, formations, or substances,

(3) Percentages or fractional interests of parties to this apreement,

{4) Oil and pas leases andior oil and gas interests subject to this agreement,
(5) Addsesses of parues for notice purposes.

Exhibit **B*’, Form of Lease.

Exhibit *‘C"*, Accounting Procedure,

. Exhibit **D"’, Insurance.

Exhibit “*E”", Gas Balancing Agrecment.
Exhibit “*F**. Non-Discrimination and Certification of Non-Segrepated Faaline

O00ORIW
OmMmMoDN W

Exhibit **G"’, Tax Partnership.

any provision of any exhibit, except Exhibits *'E™" 2and “'G"’, is inconsistent with any provision conwined in the body

I
of this agrevment, the provisions in the body of this agreement shall prevail
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ARTICLE 111
INTERESTS OF PARTIES

A. Oi] and Gas Interests:

If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit **B™", and the owner thereof
shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder.

- B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs-and liabilities incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set

forth in Exhibit **A"". In the same manner, the parties shall also own all production of oil and gas from the Contract Area subject 1o the
one~-eighth (1/8) which shall be borne as hereinafter set forth.

payment of royalties to the extent of

Regardless of which party has contributed the lease(s) and/or oil and gas interesi(s) hereto on which royalty is due and
payable, each party entitled 1o receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
cause to be paid or delivered. to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the
other parties free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
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 setdement on 2 higher price basts, the party contributing the affected lease shall bear the additional royalty burden attributable to

such higher price.

Nothing contzined in this Article IIl.B. shall be deemed an assignment or cross-assignment of interests covered hereby.

C. Excess Royalli.es, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the interest of any parry in any lease covered hereby is subject to any royalry,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article II.B., such party so
burdened shall assume and alone bear all such excess obligations and shall indemniify and hold the other parties hereto harmless from any

and all claims and demands for payment asserted by owners of such excess burden.

D. Subseguently Created Interests:

f any party should hereafter create an overriding royalty, production payment or other burden pavable out of production
attributable to its working interest hereunder. or if such a burden existed prior 10 this agreement and is niot set forth in Exhibit A", or
was not disclosed in writing to all other parties prior to the execution of this agreement by all parties. or is not a jointly acknowledged and
accepied obligation of all parties (any such inierest being hereinafter referred 10 as *‘subsequently created interess”™ irrespective of the
uming of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafier referred

1o as ‘‘burdened party’’). and:

1. If the burdened party is required under this agreement to assign or relinquish 1o any other party, or parties. all or a portion
of its working interest and/or the produciion attributable thereto, said other party, or parties, shall receive said assignment andlor
production free and clcar of said subsequently created interest and the burdened party shall indemnify and save said other party,
or parties, harmless from any and all claims and demands for paymen: asserted by owners of the subsequently created interest;

and,

H the burdened party fails 10 pay, when due, its share of expenses chargezble hereunder, all provisions of Article VILB. shal) be
enforceable apainst the subsequently created interest in the same manner as they are enforceable against the working interest of

the burdened party.

ARTICLE 1V,
TITLES

A. Title Examination: Title is presently being examined and a copy will be
furnished on request. .

Tode examination shall be made on the drillsite of any proposed weli prior 1o commencement of driling epxranons or, if
the Drilling Parties so request. titie examination shall be made on the leases andior o1l and gas imerests included, or planned 10 be includ
ed. in the drilling unit around such well. The epinion will include the ownership of the working interest, rn'im-rah. rovalty, overriding
so3ahy and producnion payments under the apphcable Jrases. At the time 2 well 1s proposed, cach panty contributing leaws andfor oil and
ras interests 1o the drilisite, or 10 be included in such drilhng unit, shall furnish 10 O;wrator all zbstraces (including federal lease status
fiports), ttle opimons, title papers 2nd curauve material in 1S possession free of chiarge. All such infuimanion not in the ;msé\\'xun of or
le to Oprator by the panties, but necensary for the examinavon of the te, shall be obianed by Ojxzator. Oieraror shall

made availabl
tause titie 10 be examined by attorneys on its s1aff or by outside attomrys. Cupics of all title opinions shall be furnishied 10 cach pany

Lereio. The cost incursed by Ojxerator in this tide program shall be borne 25 foliows:
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ARTICLE IV

continued

P Opiion No. 2: Costs incurred by Operator in procuring sbstracys and fees paid ouwide attorneys for Bitle examinalion
Gncluding preliminary, supplemental, shut-in gas rovalty opinions and division arder titie opinions) shall be burne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the total imerest of all Drilling Partics as such interests appear in Ex-
hibit “*A’". Operator shall make no charge lor services rendered by its staff attorneys or other persunnel in the performance of the above

funciions.

Each party shall be responsible for securing curative mauer and pooling amendments or agreements required in connection
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or declarations as well as the conduat of hearings before governmemial agencies for the securing of spacing or pooling orders.

This shall not prevent any party from appearing on its own behall at any such hearing.

) No well shall be drilled on the Contract Area until afier (1) the title to the drillsite or drilling unit has been examined as z2bove

provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are 10 par-

ticipate in the drilling of the well.

B. Loss of Title:

: : : :
ion of imerest from that shown on Exhibit ‘*A’", the party contributing the affected lease or interest shall have ninety ( ayy
glermination of title failure to acquire a new lease or other insirument curing the entirety of the title failure, whith acquisi

ject 1o Article VIILB., and failing to do so, this agreement, nev’crthelss, shall continue in force as 107l remaining oi

T

from {ina
tion will not be

jand gas leases and in ts: and,
(a) The party whose othand gas lease or interest is affected by the title failure shall bear zlone theefitire loss and it shall not be

entitled to recover from Operator dsthe other parties any development or operating costs which it mpaf have theretofore paid or incurred
but there shall be no additional labilit its part to the other parues hereto by reason ofsfich utle failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues receivéd from the operation of the interest which hag
been lost, but the imerests of the parties shall be rev on an acreage basis, as of t#€ time it is determined finally thar tile failure has oc-
curred, so that the interest of the party whose lease or ifregest is affected bythe ude failure will thereafier be reduced in the Conract
Area by the amount of the interest lost; ’

(c) If the proportionate interest of the other parties hereto”in™agy producing well theretofore drilled on the Conuact Area J
increased by reason of the ttle failure, the party whose u as failed sha eive the proceeds atuributable 1o the increase in such in-
kerest (less costs and burdens attributable thereto) upaf it has been reimbursed forynrecovered costs paid by it in connection with such
ell;
(d) Should any person not a part this agreement, who is determined to be the owner of any interest in the title which has
Jailed, pay in any manner any pary.efthe cost of pperation, development, or equipment, such amoutghall be paid to the party or parties
mho bore the costs which ageSo refunded, ;

{e) Any liabilit account to a third party for prior production of oil and gas which arises by reasom™e title failure shall be
borne by the ¥ or parties whose title failed in the same proportions in which they shared in such prior productiug: and,
Charge shall be made to the joint account for legal expenses. fees or salaries, in connection with the defense ofthe interest

rla) by any party hereto, it being the imention of the parties hereto that each shall defend title 10 ts interest and bear all expe in
e th M) N

I OO OTeT U wWIoT.
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minimum rovalty or royalty payment, is not paid or is erroneously paid. and as a resuli a lease or inierest theren 1esmrfinates

pPaymen
‘e the required

there shall b€ na monetary liability against the party who failed to make such payment. Unless the parry who failed 10
ase covering the same interest within ninety (90) days from the discovery of the failure se'take proper payment
iect to Article VIILB., the interests of the parties shall be revised on a Teage basis, effective as of 1hJ
. and the party who failed to make proper pavment will onger be credited with an interest ir
the lease or interest which has terminaied~In the event the party who failed 10 make the
the proceeds of the sate of oil and gas artributable xﬂ

payment secures a né
rwhich acquisition will not be
date of termination of the lease invG
the Contract Area on account of ownership
required payment shall not have been fully reimbus at the time of the loss, {r

the lost interest, calculated on an acreape basis, for the dev me:;%::almg costs therctofore paid on account of such interest, i

kshall be reimbursed for unrecovered actual costs theretofore paid Pyd (but not for its share of the cost of any dry hole previously drilled

lor wells previously abandoned) from so much of the follgwifig as is necessary 10 effea reimbursement:
{2) Proceeds of oil and gas. less operating ¢ ses, theretofare accrued To~the credit of the lost interest. on an acreage basis

up 10 the amount of unrecovered costs,

{b) Proceeds, less operating ¢ ses. therealier accrued attribuiable 1o the lost interest an acteape hasis. of that portion o
il and gas thereafter producedand marketed (excluding production from any wells thereafier dnllcd\vrﬁ: in the abunce of such leasq

. o~
\ermination, would Ttributahle 1o the lost intcrest on 2n acreage basis, up 10 the amount of unrecovered ¢ the proceeds of <at
portion of the-oil and pas to be contributed by the other partics in Proporiion 10 N sESPECIIve Interests: z:c\ - 1
Any monies, up to |he amount of unrecavered costs, that may be paid by any party who 1s. or becomes. the osner of thewSierest
Pt For—th S ECE ~rrftr—Of—breomtn g e ftv 4ot s e erirem .

. shall be joint Tiosses

3. Oither Loses: All lovws incurred, -
and shall be borne by all parties in proportion 1o thar interests. Thcrc shall be no seadjuument of interests in the semaining portion of

the Conuact Area. -
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‘cvuntered at a lesser depth, or unless all paries agree 1o complete or abandon the well a1 2 I3
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

Doyle Hartman : shall be the
Operator of the Contract Area, and shall conduct and direct and have full control of all operations on the Contract Area as pesmined and
required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanbke manner, but it shall
have no liability as Operator to the other parties for losses sustained or babilities incurred, except such as may result from gross

negligence or willful misconduct.

B. Resignation or Removal of Operator and Selection of Successor: -

1. Resignation or Remova!l of Operator: Operator may resign at any time by giving written notice thereof 10 Non-Operators.
If Operaior terminates its Jegal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Opcrator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of 2 successor. Operator
may be removed if it fails or refuses 1o carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit **A”’ remaining
after excluding the voting interest of Operator. 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 expiration of ninety (90) days after the giving of notice of resignation by Operator or action
by the Non-Operators 1o remove Operator, unless 2 successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as 2 Non-Operator. A change of 2 cor-
porate name or structure of Operator or transier of Operator’s interest 10 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. 2 successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parues owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator 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™"; provided, however, if an Operator which has been removed fails to vote or votes only 10

succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on Swnership as shown on Exhibit **A’" remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder, 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 employees of Operator.

D. Drilling Contracts:

AU wells drilled on the Contract Area shall be drilled on 2 competitive contract basis a1 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 area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, 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 in-

dependent contractors who are doing work of a similar pature.

ARTICLE V1.
DRILLING AND DEVELOPMENT

A. Initial Well:

P¥aY o [ A T 5 { ALl
A amaron v—errdiot

Orortforehr ryof T

oil and g the following location:

and shall thereafter continue the drilling of the™wcll with due dilipence to

unless granite of other practically impuenetrable substance or condiion in the hole, whnd tendors further driliing x'npnct(‘z] 13N

»  thoroughly 10% but not core or DST . . A o
Ojrator shall formations encountered during drilhng which give indication™w{ onuining oil and
cvaluate. Lo 1 , v - , -
£as in guantities sufficent 10 Pedy raamart i D e e
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ARTICLE V1

continued

B. Subsequent Opcrations:

1. Propased Operatons: Should any party hereto desire to drill any well on the Contract Area Bthrerthon—the—eli-providad
fertnrrrmele M=, or to rework, decpen or plug back a dry hole drilied at the joint expense of all parties or a well yointly owned by all
the parties and not then producing in paying quantities, the party desiring to dsill, rework, deepen or plug back such 2 well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the Jocation, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such 2 notice shall have thirty (30) days after receipt of the norice
within which 1o notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If 2 drill-
ing rig is on location, notice of a proposal to rework, plug back or drill deeper may be given by telephone and the response period shall be
limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or

response given by telephone shall be promptly confirmed in writing.

If all parties elect to participate in such a proposed operation, Operator shall; within ninety (90) days afier expiration of the notice
period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on Joca-
tion, as the case may be). actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rights-o{-way) or appropriate drilling equipment, or to complete ttle ex-
aminauon or curative matter required for title approval or acceptance. Notrwithstanding the farce majeure provisions of Article X1, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitied herein) and
i 2ny party hereto still desires to conduct said operation, written notice proposing sarne must be resubmitted to the other parties i accor-

dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than Al Parties: If any party receiving such notice as provided in Article VI.B.1. or VIL.D.1. (Option
No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties
giving the notice and such other parties as shall elect to participate in the operaton shall, within ninety {90) days after the expiraton of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and  Operator is
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties, when conducting operations on the Contract Areaz pursuant to this Arucle VI.B.2., shall camply with all terms and con-

divions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the 1otal interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Panty, within fortyeight (48) hours
fexclusive of Saturday, Sunday and legal holidays) after seceipt of such notice, shall advise the proposing party of its desire to (a) imit par-
1icipation to such party’s interest as shown on Exhibit **A"" or (b) carry its proportionate part of Non-Consenting Parties” interests, and
failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the tme permitted for
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at its elecrion, may withdraw such proposal if there is insufficient participation and shall prompuy notify all parties of such decision.

The entire cost and risk of conducting such operatons shall be borne by the Consenung Panies in the proporiions they have
eiecied 10 bear same under the 1erms of the preceding paragraph. Consenting Parties shall keep the leasehold estaies involved in such
operavons free and clear of all iens 2nd encumbrances of every kind created by or anising from the operations of the Conwnting Parua
lf such an operation results in a dry hole, the Consenting Parties shall plup and abandon the well and resiore the surface location a1 ther
sole cost, risk and expense. I any well drilled. reworked, devpened or plugged back under the provisions of ths Anicle resuls in a pro
ducer of oif andlor gas in paying quantities, the Consenting Parties shal complete and equip the well to produce at thear sole cost and risk,
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ARTICLEVI
continued
and the well shall then be turmed over 1o Operator and shall be operated by it at the expense aud for the accoum of the Consenting Par-
sies. Upon commencement of operations for the drilling, reworking, decpening or plugging 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 relinguished to Consenting Parics,
and the Consenting Parties shall own and be entitled 10 receive, in proportion 10 their respective interests, all of such NonConsenting
Party's inerest in the well and share of production therefrom until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold, (after deducting production taxes, excise 1axes, royalty, overriding royalty and other in-
terests not excepted by Article 111.D. payable out of or measured by the production {rom such well accruing with respect 1o such interest

- un it reverts) shall tqual the total of the following:

{2) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead
connections (including, but not limited 1o, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such
Non-Consenting Party’s share of the cost of operation of the well commencing with first production and conunuing untl each such Non-
Consenting Party's relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party’s share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting

Party had it participated in the well from the beginning of the operations; and

) 300 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing,
afier deduciing any cash contributions received under Article VIIL.C., and __300 % of that portion of the cost of newly acquired equip-
ment in the well {to and including the welthead connections), which would have been chargeable to such Non-Consenting Party if it had

participated therein.

An election not to participate in the drilling aor the deepening of a well shall be deemed an election not 1o participate in any re-
working or plugging back operation proposed in such a well, or portion thereof. to which the initial Non-Consent election applied that is
conducted at any time prior to fuli recovery by the Consenting Parties of the Non-Consenting Parry’s recoupment account. Any such
reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operation of said well
and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent (100% ) of that porton of the costs of
the reworking or plugging back operation which would have been chargeable to such Non-Consenting Parry had it participated therem. If
such a reworking or plugging back operation is propesed during such recoupment period, the provisions of this Article VI.B. shall be ap-

pbcable as between said Consenting Parties in said well. ‘ -

-

During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of preduction, or the
proceeds therefrom. Consenting Parties shall be responsible for the payment of all producuon, severance, excise, gathering and other
taxes. and all royslty, overriding royalty and other burdens applicable to Non-Consenting Party s share of production not excepted by Ar-

ticle 111.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permined 10 use, free
of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon
zbandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Farties shall account for all such equip:
ment 10 the owners thereof. with each party receiving its proportionate part in kind or in value, less cost of salvage.

Within sixty {60) days afier the compleiion of any operation under this Arucle, the party conducting the operations for the
Consenting Panties shall furnish each Non-Consenting Party with an inveniory of the equipment in and connerted to the well, and an
nemized statement of the cost of drilling, deepening, plugging back. tesiing, completing. and equipping the well for production; or, at its
option, the operaung party, in lieu of an itemized statement of such costs of operation, may submit 2 detailed staiement of monthly bill-
ings. Each month thereafier, during the rime the Consenting Partics are being reimbursed as provided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and lizbilities in-
curred in the operation of the well, 1opether with a sitatement of the quantity of oil 3nd gas produced from it and the amount of proceeds
realized from the sale of the well’s working interest produciion during the preceding month. In derermining the quantity of 611 and gas
produced during any month. Consenting Parties shall use indusury accepred methods such 2s. but not imited 1o, metering or periodic
well tests. Any amount realized from the sale or other dispasition of equipment newly acquired in cannection with 2ny such operation
which would have lnen owned by a NonConsnting Party had it participated therein shall be credited against the total unsenurned costs
of the work done and of the equipment purchased in deiermining when the intesest of such NonLonsenting Party shal rrx;t:'l 10t as
above provided; and if there is a credit balance, it shall be paid 1o such NonConseniing Pany. .

S
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ARTICLE V1
continued

If and when the Consenting Partics recover from a Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and after such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been vntitled 10 had i1 participated in the drilling, reworking. deepening or plugging
back of said well. Thercafter, 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 anached hereto.

~

Norwithstanding the provisions of this Article VI.B.2,, it is agreed thar without the mutual consent of all parties, no wells shall
be completed in or produced from 2 source of supply from which a well Jocated elsewhere on the Contract Area is producing, unless such

* well conformsto the then-existing well spacing pattémn for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initial well described in Article VLA,
except (a) as to Article VILD.1. (Option No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well
after it has been drilled to the depth specified in Article VLA. if it shall thereafier prove to be a dry hole or, if initially completed for pro-

duction, ceases 10 produce in paying quantities.

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior 1o agreement as to the participatng interests of alt Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article VL.B.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficent participation, such stand-by costs shall be allocated between the Consenting Parties in the proportion
each Consenting Party’s interest as shown on Exhibit **A"" bears to the total interest as shown on Exhibit **A™ of all Consenting Par-

ues,

4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a *‘deepening’” operation shall
also be applicable 10 any proposal 1o directionally control and intentionally deviate a well from vertical so as to change the boriom hole
location (herein called *‘sidetracking’’), unless done 1o siraighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected well bore at the time of the notice shall, upon electing to participate. tender to the well bore owners its propertionate share (equal
1o i1s interest in the sidetracking operation) of the value of that portion of the existing well bore 1o be utilized as follows:

{a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the initial drilling of the well down to the depth at which the sidetracking operation is initiated.

{b) If the proposal is for sidevracking 2 well which has previously produced, reimbursement shall be on the basis of the well’s
salvable materials and equipment down 10 the depth a1 which the sidetracking operation is initiated, determined in accordance with the
provisions of Exhibit *‘C"’, less the estimated cost of salvaging and the estimated cost of plugging 2and z2bandoning.

In the event that notice for a sidetracking operation is given while the driliing 1ig to be utilized is on Jocatian, the response period
shall be limied 10 forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided. however, any party may request and
receive up 10 Gght (8) additional days afier expiration of the forty<ight (48) hours within which to respond by paying for all siand by rime
incurred during such extended response period. If morse than one pany elects to take such additional 1ime 1o respond to the natice, stand-
by costs shall be aliocated bersvecn the parties 13king additional time to respond on 2 day-10day basis in the proporuon each glecung par-
1y’s interest as shown on Exhibit **A"" bears 10 the 10tal interest as shown on Exhibit “"A™" of all the electing parues. In all other in-

stances the response period 10 a proposal for sidewsacking shall be limited 1o thiny (30) days. .
C. TAKING PRODUCTION IN KIND: 5
- 1T

Each pany shall tahe in kind or scpasately dispose of its projportionate share of all oil and gas produced {rom che Contraat Araa,
exclusive of production which may be vwed in developmem and producing ojxsations and 1 preparing and ueating o and gas for
masketing purposes and production unavoidably lost. Any exira expenditure incurred in the taking in kind or separate disparivion by any
party of i proporuionate shase of the production shall be borne bry such panty. Any parey tabing s share of prrdunlr-:\—_irl}ina shall be
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vontinued

required 1o pay for only its proportionate share of such part of Operator’s surface {acilities which it uses.

Each party shall execute such division orders and coniracts as may be necessary for the sale of jts interest in production from
the Contract Area, and. except as provided in Article VILB.. shall be entitled 1o receive pavment directly from the purchaser thereof for

its share of all production.

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil and gz:s produced from the Contract Area, Operator shall have the right, subject to the revocaton at will by the party owning it,
but not the obligation, to purchase such oil and gas or sell it 10 others at any time and from tme to time, for the account of the non-
1aking party a1 the best price obrainable in 1he area for such production. Any such purchase or sale by Operator shall be subject always 10
the right of the owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil and gas
not previously delivered 1o a purchaser. Any purchase or sale by Operator 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) year. Notwithstanding the foregoing, Operator shall not make a sale, including one into interstaie com-
merce, of any other party’s share of gas production without first giving such other party thirty (30) days notice of such intended sale.

D. Access to Contract Area and Information:

Each party shall have access 10 the Contract Area a1 all reasonable times. a1 its sole cost and risk 10 inspect or observe operations.
and shall have access at reasonable times to information pertaining to the development or operation thereof. including Operator's books
and records selating thereto. Operator. upon request. shall furnish each of the other parnes with copies of all forms or reports filed with
governmental agencies. daily drilling reports. well logs. tank tables, daily gauge and run tickets and reports of siock on hand at the first of
each month, and shall make available samples of any cores or cuttings 1aken from any well drilled on the Conwract Area. The cost of
gathering and furnishing information to Non-Operator. other than that specified above. shall be charged 1o the Non-Operator that re-

quests the informauon.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article V1.B.2., any well which has been
drilled or deepened under the terms of this agreement and is proposed 1o be completed as a dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator, after diligent effort, be unable to contacr any party, or should any party fail to reply
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal 10 plug 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 paroes who participated in the cost of drilling or deepening
such well. Any party who objects to 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 VLB. : .

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducied
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a
producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
be plugped and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. If, within
thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing 10 continue its operation from the interval(s) of the formation(s) then open 1o production shall tender to each of the other
parties its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of
Exhibit **C’", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as to tile or as to quantity, or fitness for use of the equipment and
material. all of its interest in the well and related equipment, together with its interest in the leaschold estaie as to, but only as 1o, the in-
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited 1o the inerval or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as oil andjor gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form anached as Exhibi

-
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B™. The assignments or leases 50 limited shall encompass the *“drilling unit'* upon which the well is located. The payments by, and the
sssgnments of leases to, the assignees shall be in a ratic based upon the relationship of thedr respuntive percentage of panicipation in the

.Com_raci Area 10 the aggrepate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of
intesests in the remaining portion of the Conuract Area.

Thereafter, abandoning parties shall have no further responsibility, lability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royaliies retained in any lease made under the terms of this Article. Upon re-
quest, Operator shall continue 10 operate the assigned well for the account of the non-abandoning parties at the raies 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. Upon proposed abandonment of the producing interval(s) assigned or Jeased, the assignor or lessor shall then have the option 10
YE:’purchase its prior interest in the well (using the same valuation formula) and parucipate in further operations therein subject to the pro-

visions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VLE.2. above shall be applicable as berween
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all parties having the right to conduct further operavons therein have been notified
of the proposed abandonment and afforded the opportunity to elect ta take over the well in accordance with the provisions of this Article

VIE.

ARTICLE VIL ,
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The Lability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligaticns, and
shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the hens granied
among the parties in Article VILB. are given to secure only the debts of each severally. It is not the intention of the parues 10 create, nor
shall this agreement be construed as creating, 2 mining or other partnership or association, or to render the parties liable as partners.

B. Liens and Payment Defaulis:

Each Non-Operator grants to Operator 2 lien upon its oi] and gas rights in the Contract Area, 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 Exhibit ““C"". To the extent that Operater has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
uining of judgment by Operatar for the secured indebtedness shall not be deemed ah 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 pavment of its share
of expense, Operator shall have the right, without prejudice 1o ather rights or remedes, to collect from the purchaser the proceeds from
the sale of such Non-Operator”s share of oil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Operator’s writen statement concerning the amount of any default. Operator grants a like lien
and security interest to the Non-Operators to secure payment of Operator’s proportionate share of expense.

M any party fails or is unable 10 pay its share of expense within sixty (60) days after rendition of a stazement therefor by
Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that
the imerest of each such pany: bears to the interest of all such parues. Each party so paying its share of the unpaid amount shall, to obtain
reimbursement thereof, be subrogated to the security righis 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 developmemt
and operation of the Contract Area pursuant 1o this agrecment and shall charge each of the parties hereto with their respective propor-
tonate shares upon the expense basis provided in Exhibit **C'". Operator shall keep an accurate record of the joint account hereunder,

showing expenses incurred and charges and credits made and received. .

Oyerator, 3t its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respeciive shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month. which right may be exercised only by submission to each such party of an itemized s1aiement of such estimaied expense, 1ogether
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimaied expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay 10 Operator its propontionate share of such estumase within
fifieen (15) days after such estimate and invoice is received. If any party fails to pay its share of s3id estimate within said 1ime, the amount
due shall bear inerest as provided in Exhibit **C™" until paid. Proper adjustment shall be made monthly baiween advances and scsal ex-

pense 10 the end that cach party shall Lear and pay ius proportionate share of aqual expenses incurred, and no more. te

.

D. Limiation of Expenditures:

1. Dnll or Derpen: Without the consent of all parties. no well shall be driled or deepxned, except any well driliad or depened
pursuamt 10 the provisions of Artcle VIB.2. of this apreement. Consent to the drilling o devyxning shall indu.dr. T
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Option No. 2: All necessary expenditures for the drilling or devpening and testing of the well. When such well has seached its
authorized depth, and all tests have been completed, and the results thereo! furnished 1o the parties, Operaor shall give immediate notice
to the Non-Operators who have the right 1o participate in the completion costs. The parties receiving such notice shall have forty-cight
(48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect 10 participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
cluding necessary 1ankage andlor surface facilities. Failure 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 complerion atiempt. If one or more, but less than all of the parties,
elect: 10 set pipe and to anempt a completion, the provisions of Article VI.B.2. hereol (the phrase *‘reworking, deepening or plugging
back”" as contained in Article VIB.2. shall be deemed 1o include **‘complering”") shall apply to the operations thereafier conducted by less

than 2ll parues.
A

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except 2 well reworked or
plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the reworking or plugging back of 2 well shall
include all necessary expenditures in conducting such operations and completing and equipping of said well including necessary tankage

andfor surface facilities.

3. Other Operations: Without the consent of ali parties, Operator shall not undertake any single project reasonably estimated
to require an expenditure in excess of __Fifteen thousand Dollars ($_15,000.00 )
except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plugging back of which has been
previously authorized by or pursuant to this agreement; provided, however, 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 saleguard life and property but Operator, as promptly as possible, shall report the emergency 1o the other
parues. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting
an information copy thereof for any single project costing in excess of __Five thousand
Dollars (3 5,000.00 __) but less than the amount first set forth above in this paragraph.

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

Rentals, shut-in well payments and minimum royalties 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 rwo or more parties own and have con-
uibuted interests in the same lease to this agreement, such parties may designate one of such parties 10 make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such paymenss. In the event of
failure 1o make proper payment of any rental. shut-in well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-
visions of Ardcle IV.B.2.

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shurting in or return-to production .
of a producing gas well, at Jeast five (5) days {excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action. but assumes no liability for failure to do so. In the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well pavmem

shall be borne jointly by the parties hereto under the provisions of Article IV.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property
subject to this agreement which by law should be rendered for such 1axes, and it shall pay all such 1axes assessed thereon before they
become delinquent. Prior to the rendition date, each Non-Operator shall [urnish Operator informauvon as 10 burdens (to include, but not
be limited to, royaliies, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject 1o outsianding excess royalties, over-
riding royaltes or production payments, the reduciion in 2d valorem taxes resulting therefrom shall inure fo the benefit of the owner or
owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners 5o as to reflect the benefit of such reduc-
vion. I the ad valorem taxes are based in whole or in part upon separate valuations of each party’s working interest. then notwithstanding
anything to the conuary herein, charges 10 the joint account shall be made and paid by the pariies hereio in accordance with the wx
value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in

the manner provided in Exhibit **C™".
<.

U Operator considers any wx asseasment improper, Operator may, 3t its discretion, protest within the nme zm:! manner

prescribed by faw, and prosecute the protest to a final derermination, unless all parties agree ta ahandon the protest prior to final dever-

mination. During the pendency of administrative or judicial procecdings, Operator may eieqt 1o pay, under protest. all such Lxes and 2ny
inerest and penalty. When any such protesied zssessment shall have boen finally determined. Operator shall pay the wax for the joint ac-
count, 1ogether with any interest and penalty acarued, 2nd the t1oial cost shall then be asweswd 2painst the parues. and be paid by them, as

provided in Exhibit **C*", -
C
\ I
"Esch party shall pay or cause 10 be paid all produciion, severance, excise, gathering and other taxes imposed upon or. “‘h Ot to
the production or handling of such party’s share of oil andlor gas produced under the 1crms of this aprrmrm i , : ,-:
N ..-:_., ;
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ARTICLE Vi1
continued

G. lasurance:

At all uimes while operations are conducied hereunder, Operator shall comply with the workmen's compensation law of
the state where the operations are being conducied; provided, however, that Operator may be a seli-insurer for Jiability under said com-
pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit **C**. Operator shall
also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit *'D"", attached 10 and made 2 part
hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensation
law of the siate where the operations are being conducted and to maintain such other insurance as Operator may require.

Jn the eveni aviomobile public Lability insurance is specified in said Exhibit **D™", or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operalor’s aniomotive equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole

or in part unless zall parties consent thereto.

However, should any party desire to surrender its interest in any lease or 11 any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of tile, all of its inerest in
such lease, or pordon thereof, and any well, material and equipment which may be located thereon and any rights in production
therealter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender an ofl and gas lease covering
such oil and pas interest for a term of one (1) year and so long thereafter as oil andfor gas is produced {rom the land covered thereby, such
lease 10 be on the form attached hereto as Exhibit *‘B’". Upon such assignment or lease, the assigning party shall be relieved {rom all
obligations thereafter accruing. but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well
ateributable thereto, and the assigning party shall have no further mterest in the assigned or leased premises and its equipment and pro-
ducton other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter’s mterest in any wells and equipment attributable to the assigned or Jeas-
ed acreage. The value of all material shall be deiermined in accordance with the provisions of Exhibit **C"", less the esumated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease s in favor of more than one party, the interest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such paruves.

.Any assignment, lease or surrender made under this provisiom shall not reduce or change the assignor's, lessor’s or surrendering
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage
assigned, leased or surrendered. and subsequent operations thereon, shall not thereafter be subject 1o the 1erms and provisions of this

agreement.

B. Renewal or Extension of Leases:

If any party secures a senewal of any oil and gas Jease subject 10 this agreement, all other parties shall be notified promptly, and
shall have the right for 2 period of thirty (30) days following receipt of such notice in which 10 elect 10 participate in the ownership of the
renewal lease, insofar as such lease affects lands within the Contract Area, by paying 1o the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportion to the

interests held at that time by the pariies in the Contract Area.

If some, but less than all, of the parties elect to participate an the purchase of a renewal lease. it shall be owned by the parties
who elect to participate therein, in a rago based upon the relationskaip of their sespective percentage of participation in the Contract Area
10 the aggregate of the percentages of participation in the Contract Area of all pariies participating in the purchase of such renewal lease.

Any renewal lease in which less than all parties elect 1o participste shall not be subject 1o this agreement.

Each panty who panticipaies in the purchase of a renewal learse shall be given an zssipnment of its proportionate interest therein
by the acquiring party.

The provisions of this Article shall apply 10 renewal leases whether they are for the entite inerest covered by the expiring Jease
or cover only 2 portion of its ares or an interest therein. Any senew-al lease taken before the expiraiion of its predecensor kease. or 13ken or
contracied for within six (6) months after the expiration of the exisaing lease shall be subject to this provision; but any lease taken or con-
tracied for more than six (6) months afier 1he expiration of an existeng frase shall not be deemed a renewal leave and shall not be subpecr 10

the provisions of this aprexment.

The provisions in this Article shall also be applicable to extensions of oil and gas leases

C. Acresge or Cash Contributions:

~

While this agreement is in force, if any party conuacts for a contribution of cash 1owards the driliing of s uc!) or any other
ojxtation on the Conuact Area, such contribution shall Ic paid to the pariy who conduaed the dnllmp or other opcraton and shall be
applied by it against the cost of such drilling or other operation. If the contribution e in the form of acrcape, the panty 1o whom he con-
1ibution is made shall prompily 1ender an awignment of the acreapee, without warranty of title, 10 the Driling Panicin lht')nowrnons

et o mmmn e

JD-



S O OOV D NN

MANA LA A S IR N - SN - S N .Y B L SRV VRV R UV YRR UV R C VR U R VY
i (oY)
AN SIS AN oom\;ouﬁw.\,uo\om\.oubwwu‘o”'\%%’:’:8§§l}!mﬁ83;:83:&5‘,:‘5:“

59
o0
6l
62
63
o5
65

67

69
70

A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLEV]
continued
and the well shall then be turned over 10 Operator and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, decpening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed 10 have relinquished 10 Consenting Parties,
and the Consenting Parties shall own and be entitled 10 receive, in proportion 1o their respective interests, all of such Non-Consenting
Party’s interest in the well and share of production therefrom until the proceeds of the sale of such share, calculaied a1 the well, or
market value thereof if such share is not sold, (afier deducting production 1axes, excise 1axes, rovalty, overriding royalty and other in-
1erests not excepted by Article HI.D. pavable out of or measured 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 each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the wellhead
connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each such
Ndn-Consendng Party’s share of the cost of operation of the well commenaing with first production and conunuing until each such Non-
Consenting Pany’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consentng Party’s share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting

Party had it participated in the well from the beginning of the operations; and

by__2Y~ 3004, % of that portion of the costs and expenses of drilling, reworkmg, deepening, plugging back, testing and completing,
after deducting any cash contributions received under Article VII.C., and _300 9% of that portion of the cost of newly acquired equip-
ment in the well (10 and including the welthead connections), which would have been chargeable to such Non-Consenting Party if it had

participated therein.

An election not to participate in the drilling or the deepening of a well shall be deemed an election not to participate in any re-
working or plugging back operation proposed in such a well, or portion thereof. to which the initial Non-Consent election applied that is
conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment account. Any such
reworking or plugging back operation conducted during the recoupment period shall be deemed part of the cost of operation of said wel)
and there shall be added to the sums to be recouped by the Consenting Parties one hundred percent (100%) of that portion of the costs of
the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If
such a reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article V1.B. shall be ap-

plicable as between said Consenting Parties in said well. » _

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share of production, or the
proceeds therefrom, Consenting Parties shall be responsible for the payment of all production. severance, excise, gathering and other
taxes, and all royalty, overriding royalty and other burdens applicable to Non-Consenting Party’s share of production not excepted by Ar-

ticle 111.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permiried to use, free
of cost, all czsing, tubing and other equipment 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 Parties shall account for all such equip-
ment to the owners thereof, with each party receiving 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 conducting the operations for the
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to the well, and an
itemized statement of the cost of drilling, deepening, plugging back. testing, completing. and equipping the well for production; or, at its
opuion, the operaung party, in heu of an itemized staiement of such costs of operation, may submit 2 detailed staiement of monthly bili-
ings. Each month thereafier, during the time the Consenting Parties are being reimbursed as provided above, the party conduciing the
operations for the Consenting Parties shall furnish the Non-Consenting Parties with an iiemized staiement of ali costs and Tiabilinies in-
curred in the operation of the well, 10gether with a statement 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 produciion during the preceding month. In determining the quantity of 61l and gas
produced during any month, Consenting Parties shall use industry accepted methods such as. but not limited to, metering or periodic
well tests. Any amount realized {rom the sale or other disposition of equipment newly acquired in connection” with any such operauon
which would have bren owned by 2 Non-Consenting Party had it partiopated therein shall be credited against the total unran;t:d costs
of the work done and of the equipment purchased in determining when the interest of such Non-Lonwntng Pany shall rrvax to 1 as

above provided: and if there is a credit balance, it shall be paid to such NonConsenting Pany. ~

S

A ——— -



o

O VOO WD W

’
uog;o« o oo A AN VA ‘
33 % o VIRV | \V, AV RV BV TN - - - G N DD S
22239 8omu0uxww~oom\.a~uﬁwuuo‘é’ﬁé‘ﬁ%&’&‘ﬁ&"ﬁj‘d‘o”'ﬁa"oSB\’GESBBBGESEGZGB:“

'A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE V1
continued

If and whcn.the Consenting Paruies recover from a Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automatically revert to it, and, from and afier such reversion, such Non-
Consenting Party shall own the same interest in such well, the material and equipment in or pertaining thereto, and the production
therefrom as such Non-Consenting Party would have been entitled to had it participated in the drilling. reworking. deepening or plugging
back of said well. Therealter, 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.

Norwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all pariies, no wells shall

- be completed in or produced from a source of supply from which a well located elsewhere 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 described in Article VL A.
except (a) as to Article VILD.1. (Opton No. 2), if selected, or (b) as to the reworking, deepening and plugging back of such initial well
after it has been drilled to the depth specified in Article VI.A. if it shall thereafter prove to be a dry hole or, if initially completed for pro-

ducton, ceases to produce in paying quantities.

3. Stand-By Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have been
completed. and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged and borne as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, whichever
first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article VLB.2, shall be charged to and borne as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated berween the Consenting Parties in the proportion
each Consenting Party’s interest as shown on Exhibit **A’" bears to the total interest as shown on Exhibit “*A™ of all Consenting Par-

ues.

4. Sidetracking: Except as hereinafter provided, those provisions of thiS agreement applicable to a ‘‘deepening’” operation shall
also be applicable 10 any proposal 1o directionally control and intentionally deViate a well from vertical so as to change the boriom hole
location (herein called “‘sidetracking’”), unless done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right 1o participate in a proposed‘s.idetracking operation that does nol own an interest in the
affected well bore at the time of the notice shall, upon electing to participate. tender to the well bore owners its proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

{a) If the proposal is for sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs incurred in
the inital drilling of the well down to the depth at which the sidetracking operation is initiated.

(b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well’s
salvable materials and equipment down to the depth at which the sidetracking operation is initiated. determined in accordance with the
provisions of Exhibit **C*’, less the esumated cost of salvaging and the estimated cost of plugging and abandoning.

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on locatian, the response period
shall be limited 10 forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided. however, any party may request and
receive up 1o eight (8) additional days afier expiration of the forty-<ight (48) hours within which 1o respond by paying for all stand-by time
incurred during such extended response period. I more than one party elects 1o take such additional time 10 respond to the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on a day-10-day basis in the proportion each elecung par-
ty’s interest as shown on Exhibit **A"" bears 10 the 1otal interest as shown on Exhibit “*A”" of 21l the eleting parties. In all other in-

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

C. TAKING PRODUCTION IN KIND: ~

e 8

) Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced from the Contract Area,
exclusive of production which may be used in development and producing opetations and in preparing and treating ol and gas for
markeling purposes and production unavoidably Jost. Any exura expenditure incurred in the taking in kind or sparate disposison by any
party of its proportionate share of the production shall be bomne by such pamty. Any party waking its share of produnigx_’ig Vind shall be

e ot Tl maa v
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ARTICLE V1
continued

required 10 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 payment directly from the purchaser thereof for

its share of all production.

In the event any party shall fail 1o make the arrangements necessary to take in kind or separately dispose of its proporuionate share of
the oil and gas produced from the Contract Area, Operator shall have the right, subject to the revocation a1 will by the party owning it,
bur not the obligation, to purchase such oil and gas or sell it 10 others at any nime and from tme to time, for the account of the non-
taking party ai the best price obtainable in the area for such producnion. Any such purchase or sale by Operator shall be subject always to
the right of the owner of the production o exercise at any time its right to take in kind, or separately dispose of, its share of all oil and gas
not previously delivered to a purchaser. Any purchase or sale by Operator 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) year. Notwithstanding the foregoing, Operator shall not make 2 sale, including one into interstate com-
merce, of any other party’s share of gas production without first giving such other party thirty (30) days notice of such intended sale.

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at all reasonable times. at its sole cost and tisk to inspect or observe operations.
and shall have access at reasonable 1imes 1o information pertaining to the development or operation thereof. including Operator’s books
and records relating thereto. Operator. upon request. shall furnish each of the other parues with copies of all forms or reports filed with
governmental agencies. dailv driliing reports. well logs. 1ank tables. daily gauge and run tickets and reports of stock on hapd at the first of
each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contract Area. The cost of
gathering and furnishing information to Non-Operator. other than that specified above. shall be charged 1o the Non-Operator that re-

quests the information.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VLB.2., any well which has been
drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any parry fail 10 reply
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug 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 partes who parucipated in the cost of drilling or deepening
such well. Any party who objects to plugging and abandoning such well shallLhave the right to take over the well and conduct further
operations in search of oil and/or gas subject to the pravisions of Article VI.B. :

< -

2. Abandonment of Wells that have Produced: Except for anv well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed as a
producer shall not be plugged and abandoned without the consent of all parties. If 2ll parties consent to such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of 2ll the parties hereto. If, within
thirty (30) days after receipt of notice of the proposed abandonment of any well, all parties do not agree to the abandonment of such well,
those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the other
parties its proportionate share of the value of the well’s salvable material and equipment, determined in accordance with the provisions of
Exhibit **C"", less the estimated cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parties, without warranty, express or implied, as 1o titie or as 1o quantity, or fitness for vse of the equipment and
material. all of its interest in the well and related equipment, together with its interest in the leasehold estate 2s to, but only as to. the in-
terval or intervals of the {formation or formations then open to production. If the interest of the abandoning party is or includes an oi} and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil 2nd gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for a term of one (1) vear and so long thereafter as oil andjor gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form anached as Exhibn
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ARTICLE V1
confinued

sagyve . .. . gy L) . -

B"*. The assignments or leases so limited shall encompass the drilling unit'* upon which the well is located. The payments by, and the
assignments of leases to, the assignees shall be in a ratic based upon the relationship of their respactive percentage of participation in the
Contract Asea 1o the aggrepate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of
interestsin the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, Lability, or interest in the operation of or production from
the well in the interval or intervals then open other than the royalties retained in any lease made under the terms of this Article. Upon re-
quest, 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. Upon proposed abandonment of the producing interval(s) assigned or leased, the assignor or lessor shall then have the option to

- repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject to the pro-

visions hereof.

3. Abandonment of Non-Consent Operatons: The provisions of Article VLE.1. or VLE.2. above shall be applicable as between
Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shall be
permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been notified
of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Article

VIE.

ARTICLE VII
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The lability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations, and
shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the parties in Article VII.B. are given to secure only the debts of each severally. It is not the intention of the parties to create, nor
shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties Liable as parwmers.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and 2 securiry interest in its share
of oil andjor 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 Exhibit ‘‘C’. To the extent that Operatcr has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled 1o exercise the rights and remedies of a secured party under the Code. The bringing of 2 suit and the ob-
taining of judgment 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 and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. Each
purchaser shall be entitled to rely upon Operator’s writien statement concerning the amount of any default. Operator grants a like lien
and security interest to the Non-Operators to secure payment of Operator’s proportionate share of expense.

If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a staiement therefor by
Operator, the nondefaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that
the interest of each such party: bears to the interest of all such parties. Each party so paying its share of the unpaid amount shall, 10 obtain
reimbursement 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 each of the parties hereto with their respective propor-
tonate shares upon the expense basis provided in Exhibit **C*". Operator shall keep an accurate record of the joint account hereunder,

showing expenses incurred and charges and credits made and received. .

Operator, at its election, shall have the right from time to time to demand and receive from the other parues payment in advance
of their respective shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the next preceding month. Each party shall pay to Operator its proponionate share of such esumaie within
fifteen {15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said ume, the amoum
due shal bear interest as provided in Exhibit **C’"" unul paid. Proper adjusument shall be made monthly between advances and 2cival ex-
pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and rio more.

-~

D. Limitation of Expenditures: -

1. D5l or Deepen: Without the consent of all pariies. no well shall be drilled or deepened, except any well dnlltd ar dn-prncd
pursuant 10 the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall mcludr E
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confinued

Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has seached its
authorized depth, and all tests have been completed, and the results thereof {urnished 1o the paruies, Operator shall give immediate notice
20 the Non-Operators who have the right 10 participate in the complenon costs. The parties receiving such notice shall have forty-eight
{48) hours (exclusive of Saturday, Sunday and legal holidays} in which to elect to participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include consent to all necessary expenditures for the completing and equipping of such well, in-
cluding necessary tankage andjor surface {aglities. Failure of any party receiving such nouce 10 reply within the period above fixed shall
consutute an election by that party not to participate in the cost of the completion atiempt. If one ar more, but less than all of the partiss,
elect 10 set pipe and to attempt a completion, the provisions of Arricle VI.B.2. hereof (the phrase *‘reworking, deepening or plugging
back"” as contained in Article V1.B.2, shall be deemed to include *‘completing™’) shall apply to the operations thereafier conducted by less

than all parties.
N

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 agreement. Consent to the reworking or plugging back of 2 well shall
include all necessary expenditures in conducting such operations and completing and equipping of said well, including necessary tankage

and/or surface facilities.

3. Other Operations: Without the consent of all parties, Operator shall not undertake any single project reasonably estimated
to require an expenditure in excess of___Fifteen thousand Dollars (§_ 15,000.00 )
except in connecuon with a well, the drilling, reworking, deepening, compleung, recompleting, or plugging back of which has been
previously authorized by or pursuant to this agreement; provided, however, 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 life and property but Operator, as promptly as possible, shall report the emergency to the other
parties. If Operator prepares an authority for expenditure (AFE) for its own use, Operator shall furnish any Non-Operator so requesting
Five thousand

an information copy thereof for any single project costing in excess of
Dollars (8 2,000.00 ) but less than the amount first set forth above in this paragraph.

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

Rentals, shut-in well payments and minimum royalties 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 con-
tributed interests in the same lease to this agreement, such parties may designate one of such parries to make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
failure 1o make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the pro-

visions of Article IV.B.2.

- -

Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return 1o producuon .
of 2 producing gas well, at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, prior to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to 5o notify
Non-Operator, the Joss of any lease contributed hereto by Non-Operator for failure to make timely payments of any shut-in well payvment

shall be borne jointly by the parties hereto under the provisions of Article IV.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property
subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as 10 burdens (to inciude, but not
be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
Operator. If the assessed valuation of any leasehold estate is reduced by reason of its being subject to outstanding excess royalijes. over-
riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure 1o the benefit of the owner or
owners of such leasehold estate, and Operator shall adjust the charge to such owner or awners so as to reflect the benefit of such reduc-
tion. If the ad valorem taxes are based in whole or in part upon separate valuations of each party’s working interest, then norwithstanding
anything to the contrary herein, charges 1o the joint account shall be made and paid by the parties hereto in accordance with the tax
value generated by each party's working interest. Operator shall bill the other parties for their propontionate shares of all 1ax payments in
the manner provided in Exhibit **C"".

If Operator considers any 1ax assessment improper, Operator may, at its discrevion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all paruies agree to ahandon the protest prior 10 final deter-
mination. During the pendency of administrative or judicial procecdings, Operator may elect to pay, under protest. all such taxes and any
interest and penalty. When any such protested assessment shall have been finally determined. Operator shall pay the tax for the joint ac-
count, together with any interest and penalty accrued, and the total cost shall then be aswssed 2painst the parties. and be paid by vhem, as

provided in Exhibit **C*". I

. Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or. %ith,respect to
the production or handling of such party’s share of oil andfor gas produced under the terms of this agreement. s T
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ARTICLE V11
continued

G. Insurance:

A1 all 1imes while operations are conducied hereunder, Operator shall comply with the workmen's compensation law of
the state where the operations are being conducted; provided, however, that Operator may be a self-insurer for liability under said com-
pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit **C"*. Operator shall
also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit **D™", anached 10 and made a part
hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen's compensation
Jaw of the siate where the operations are being conducted and to maintain such other insurance as Operator may require.

In the event automobile public Lability insurance is specified in said Exhibit **D”’, or subsequently receives the approval of the

. parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator’s automotive equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole

or in part vnless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafier secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parues not consenting to such surrender an oil and gas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such
lease to be on the form attached hereto as Exhibit ‘‘B’". Upon such assignment or lease, the assigning party shall be relieved from all
obligations thereafter accruing. but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigning party shall have no further mterest in the assigned or leased premises and its equipment and pro-
ductdon other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter’s mterest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit **C™’, less the esumated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease 1s in favor of more than one party, the interest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parues.

.Any assignment, lease or surrender made under this provision shall not Teduce or change the assignor’s, lessor’s or surrendering
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Conwract Area; and the acreage
assigned, leased or surrendered. and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this

agreement. )

B. Renewal or Extension of Leases:

If any party secures a renewal of any oil and gas lease subject 10 this agreement, all other parties shall be notified promptly. and
shall have the right for a period of thirty (30) days following receipt of such notice in which to elect 1o participate in the ownership of the
renewal Jease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocaied to that part of such lease within the Contract Area, which shall be in proportion to the

interests held at that ume by the parties in the Contract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal leasc. it shall be owned by the parties
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
10 the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to parucipate shall not be subject 10 this agrevment.

Each panty who participates in the purchase of a renewal lease shall be given an assipnment of its proportionate interest therein

by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease
or cover only 2 portion of its area or an interest therein. Any renewal lease 1aken before the expiration of its predecessor lease, or 1aken or
contracted for within six (6) months after the expiration of the existing lease shall be subject 10 this provision: but any lease taken or con-
tracied for more than six (G) months after the expiration of an existeng lease shall not be deemed a renewal lease and shall not be subjear 1o

the provisions of this agreement.

The provisions in this Article shall also be applicable 10 externsions of oil and gas leases.

C. Acreage or Cash Contributions: -

—

* While this 2greement is in force, if any party convrans Jor 2 comsibution of cash 1owards the driliing of s well or any other
operation on the Contract Area, such contribution shall bx paid 100 the party who conduned the drilling or other opcrafion andA shall be
applied by it against the cost of such drilling or other operation. H the contribution bx- in the form of acicape. the panty to whom the con-

wribution is made shall promptly 1ender an assignment of the acreapee, without warsaniy of title, 10 the Driliing Panics in the proporiions

R
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ARTICLE VIII

wniinued

said Drilling Parties shared the cost of drilling the well. Such screage shall become a separate Contract Area and, 1o the extent possible, be
governed by provisions identical 10 this agrevment. Each party shall promptly notify all other parties of any acreage or cash contributions
it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall also be applicable 10 op-

tional rights 10 earn acreage outside the Contract Ares which are in support of a well drilled inside the Contract Area.

M any party contracts for any consideration relating to disposition of such party’s share of subsiances produced heseunder, such

consideration shall not be decmmed a contribution as conemplated in this Article VIILC.

D. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold inierests covered by this agreement, no
party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Area and in wells,

equipment and production unless such disposition covers either:
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 Area.

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice to the right of the other parties.

I, at any time the interest of any party is-divided among and owned by four or more co-owners, Operator, at its discvetion, may
require such co-owners to appoint a single trustee or agent with full authority 10 receive nouces, 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 interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right 1o enter
into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced {rom the Contract

Area and they shall have the right to receive, separately, pavment of the sale proceeds thereof.

E. Waiver of Rights 10 Partition:

If permitied 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 Area waives any and all rights it may have to partition and have set aside o it in severalty its undivided

interest therein.

wal-Riabhs 1o Pur-haca.
—O——H e+

Paeai,
I reierenagirargat A g

o sell all or any part of its interests under this agreement, or its rights ffiterests in the Contrag

the other parties, with full inforrrgtion concerning4ts proposed sale, which shall include th
hame and address of the prospective purchaser (who be ready, willing an G purchase), the purchase price, and all other term}
bt the offer. The other parties shall then have an optional prior 11 T a period of ten (10) davs after receipt of the notice, 10 purchas¢
bn the same terms and conditions the interest whic Biher party proposes rand. if this optional right is exercised, the purchas
ng parties shall share the purchased j in the proportions that the interest of each bez he o012l interest of all purchasing par
1es. However, there sh fio preferential right to purchase in those cases where any party wishes 1 age is interests, or 1

Should any party
[Area, it shall promptly give written noU

Eispose of 1 Erests by merger, reorganization, consolidation, or sale of all or substantially all of its assets 10 2 subsidiar rent com
. L, ( . PP S S8 YNSRI US S PUVEDN 2L WRPUPIA §
rorte-tsrbadnryel e prreat-company—ortoeRy-tompefy ti—whichanr-one—part, v Jert—ei-thestack
ARTICLE 1X.

INTERNAL REVENUE CODE ELECTION

This agteemeﬁt is not intended to create, and shall not be construed to create, a2 relationship of partnership or an association
for profit between or among the parties hereto. Nowithstanding any provision herein that the rights and Liabilities hereunder are several
and not joint or collertive, or that this agreement and operations hereunder shall not constituie a parmership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as 2 partnership, each pariy hereby affecied eleais to be excluded
from the application of all of the provisions of Subchapter **K™’, Chapter 1, Subtide **A™", of the Iniemal Revenue Code of 1934, as per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator ts authorized 2nd direcied 10 ex-
ecute on behall of each party hereby affected such evidence of this elecuon as may be required by the Secretary of the Treasury of the
United Siates or the Federal Internal Revenue Service, including specifically, but not by way of limuation, all of the reiurns, staiements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affcaied give further
evidence of this eleiion, each such panty shall execute such documents and furnish such other evidence as may be required by the
Federal Internal Revenue Service or as may be necessary 1o evidence this election. WNo such panty shall give any nouces or 1ake any other
acion inconsistent with the election made hereby. If 2ny present or future income tax laws of the state or states in which the Contraa
Arca is located of any future income tax laws of the United Staies contzin provisions similar 10 those in Subchzpier “ K™, Chapier §,
Subtitle **A"", of the Internal Revenue Code of 1954, under which an election similar 10 that provided by Sertion 761 of the Codeis pet-
mitted, vach party hereby aflecied shall make such elecion as may be permitted or required by such laws In making the foregoing elec-
tion. each such panty states that the income detived by such party from ofetations hereunder can be adequately derermined wdthout the

. . . I e
computation of parinership 1axable mncome. /" i
P
e ,’/I . .
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expendituse
does not exceed Ten thousand _Dollars
(s__10,000.00 ) and if the payment is in complete settiement of such claim or suit. If the amount required for seitlement ex-
ceeds the above amount, the parties hereto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated 10 Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties parucipating in the operation from which the claim or suit arises. If a claim is made against any party or if any party is
sued on account of any matter arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shali immediately notify all other parties. and the claim or suit shall be ueated as any other claim

or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than
the obligation to make money payments, that party shall give 1o all other pasues prompt written noiice of the force majeure with
reasonably full particulars concerning it: thereupon, 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 conuinuance of the force majeure. The affected party shall use all reasonable -

diligence 1o remove the force majeure situation as quickly as pracucable.

The requirement that any force majeure shall be remedied with all reasonable dispaich shall not require the settlement of strikes,
Jockouts. or other labor difficulty by the party involved. contrary to its wishes; how all such difficulues shall be handled shall be entirely

within the discretion of the party concerned.

The term "‘{orce majeure’’, as here emploved. shall mean an act of God, strike. Jockout. or other industrial disturbance, act of
the public enemy, war, blockade, public riot, ightning, fire, storm, flood, explosion, governmental action, governmental delay, restraint
or inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or otherwise, which is

not reasonably within the control of the party claiming suspension.

ARTICLE XIL
NOTICES

Al notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specifically provided, shall be given in writing by mail or telegram, postage orcharges prepaid, or by 1elex or telecopier and addressed to
the parties to whom the notice is given at the addresses listed on Exhibit **A”". The originaung notice given under any provision hereof
shall be deemed given only when received by the party to whom such notice iS directed. and the time for such PaTIy 10 give any NOLCE in
response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
when depozited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time. and {rom time to time, by giving written notce thereof 10 all other parties.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gas leases andlor oil and gas interests subject hereto for the
period of time selected below; provided, however, no party hereto shall ever be constsued as having any right. title or interest in or to any

lease or oil and gas interest contributed by any other party beyond the term of this agreement.

™

b S PR { tta ol and A PV
HHE-EH-ERE—PESTIENeS

o »
= OO IO R SR E R Y OY

£} Option No. 2: In the event the well described in Article VLA, or any subsequent well drilled under any provision of this
agreement, results in production of oil andior gas in paying quantities, this agreement shali continue in force so long as any such well or
wells produce, or are capable of produciion, and for an addirional period of _ 90 days from cessation of all produnion; provided.
however, if, prior to the expiration of such additional period, one or more of the panies hereto are engaped in drilling. reworking, decpen:
ing. plugging back, 1esting or atiempting 1o compleie a well or wells hercunder, this agreement shall continue in force uniil such opera-
1ions have been completed and if produciion results therefrom, this agreement shall continue in force as provided herein. In the cvent the
well deseribed in Article V1A, or any subsquent well drilled hereunder, results in a dry hole. 2nd no other well is producing. of capable
of producing oil andior pas from the Conuaql Area, this apreement shall terminate unless drilling, deepening, plugging back or sework-

Ing opx1anions are commenced within davs from the date of abzndonment of said well

~e

It is agreed. however. that the termination of this agreement shall not rebeve any parnty hereto from any habiliny which has

accrued or attached prior to the date of such termination. :

R
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. laws, Reguialions and Orders:

This agreement shall be subject to the conscrvation laws of the state in which the Contract Area s locaied, -to the valid rules,
regulations, and orders of any duly constituted regulatory body of said siate; and 10 all other applicable federal, siate, and local laws, or-

dinances, rules, regvlations, and orders.

B. Governing Law:

This agreement and all matiers pertaining hereto, including, but not limited to. matiers of performance, non-performance, breach,
remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state in which
the Contract Area is located. If the Contract Ares is in rwo or more states, the law of the state o! New Mexico

shall govern.

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed 1o grant, Operator the right or authority 1o waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated
under such laws in reference to oil, gas and mineral operations, including the location, operation, or production of wells, on tracts offset-

ung or adjacent to the Contract Area.

With respect to operations hereunder, Non-Operators agree to release Operator from any and all Josses, damages, injuries, claims
and causes of action arising out of, incident to or resulting directly or indirectly from Operator s interpretation or apphcation of rules,
rulings, regulations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
plication was made in good faith. Each Non-Operator {urther agrees to reimburse Operator for any amounts applicable 1o such Non-
Operator s share of production that Operator may be required to refund, rebate or pay as a resulr of such an incorrect interpretation or
application, together with interest and penalties thereon owing by Operator as a result of such incorrect inerpretauon or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required 10 be submitted 1o the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the **Crude Od Windfall Profit Tax Aa
of 1980°", as same may be amended from time to time (**Act’"), and any valid regulations or rules which may be issued by the Treasury
Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other information
which is required to be furnished by said Act in a timely manner and in sufficient detail 10 permit comphance with said Aat.

ARTICLE XV.
OTHER PROVISIONS _

A. Creation of Subsequent Interast
Notwithstanding the provisions of Article VIII. D. hereof, the parties hereto
agree that if any party shall hereafter create any Overriding Royalty,
Production Payment, or other burden against its working interest production
and if any party or parties shall conduct non-consent operations pursuant
to any provision of this agreement, and, as a result, become entitled to
receive the working interest production otherwise belonging to the
non-participating party, the party or parties entitled to receive the
working interest production of the non-participating party shall receive
such production free and clear of burdens against such production which may
have been created subsequent to this agreement. In this regard, any such
interest which may have been created subsequent to this agreement shall
ipso facto terminate and vest in the consenting parties.

B. Hearings Before Regulatory Agencies
All costs and expenses incurred in connection with the employment of counsel
and/or technical experts for the purpose of preparing for and conducting any
hearing before any State Regulatory Agency are hereby authorized and shall
be charged to the joint account as an item of operating expense. In the
case of a Forced Pooling action, such costs and expenses shall be born-and
paid by the party or parties who have previously agreed to share same or
whose interest is increased as a result of such action. Such costs and
expenses shall be born on the basis of the relative participation of such
parties as set forth on Exhibit "A'., The costs and expenses of services’
performed by Operator or its regularly employed personnel shall not be charged
to the joint account but shall be covered by Operator's overhead charge.

— e

.- e
* .

C. Natural Gas Price Rules P

1. Operator shall file all Applications for Determination of Price Category
required by the Natural Gas Policy Act (NGPA). Operator shall give-‘notice
of the filing of such Applications to all Non-Operators. If for any
reason the Application for Determination of Price Category filed by the

Operator is unsatisfactory to a2 Non-Operator, then such Non-Operatér shall

.14-



notify Operator of his dissatisfaction and the reasons therefore.

1f Operator and the dissatisfied Non-Operator are unable to reach an
agreement as to the disputed Application for Determination of Price
Category, then, if allowed by the appropriate jurisdictional agency
such Non-Operator may fille a separate application for Determination of
Price Category. The Non-Operator shall mail a copy of this application
to Operator and to all Non-Operators in the Contract Area.

Operator is hereby authorized to make any and all filings under the NGPA
which can be made on behalf of the Non-Operators under the NGPA and the
regulations promulgated thereunder. Said filings shall include, but

not be limited to, "interim collection" filings under Part 273 of the
regulations implementing the NGPA.

Operator is authorized to employ counsel and technical experts which, in
the Operator's discretion, are reasonably necessary for the preparation
of any and all NGPA filings. All costs incurred in the employment of
such counsel and technical experts shall be deemed a cost and expense
incurred in the operation of the Contract Area and shall be charged to
the joint account as an item of operating expense. Costs of services
performed in connection with such filings by Operator's regularly
employed personnel shall not be charged to the joint account but shall
be covered by Operator's overhead charge.

-15-
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Signature page to Operating Agreement dated October 3, 1983 covering the
Winningham Lease in parts of Sections 19 and 30-255-37E, Lea County,

New Mexico.
ARTICLE X V1.

MISCELLANEOUS
This agreement shall be binding upon and shall snure to the benefit of the parties hereto and 10 their respecuve heirs, devisees,
Jepal sepresentatives, successors and assigns.
This insuument may be executed in any number of coumerparts, each of which shall be considered an original for all purposes.

3rd dav of __October 19_83

IN WITNESS WHEREOF. this agreement shall be effective as of

OPERATOR-

| B*l{l e

NON-OPERATORS

Cities Service 0il and Gas Corporation

By:

C Gavilar Cf: zégZLQjL

Zﬁ?ﬁaﬁes A. Davidson ; ggées'ﬁ. Burr

Vool LT s (G N

Jack Fletcher Larry A. Nermyr

Ruth Sutton

-16-
11/8/83



-Winningham Lease in parts OI DCCLIOND 47 Gbu ww evv —vey — ..

New Mexico.
ARTICLE XVI.

MISCELLANEOUS
Tlis agreement shall be binding upon ané shall inure to the benedn of tie parues hereto and 10 their respecuve hicirs. devisers,
lepal seprescntanives, successors and assigns.
This insuument may be executed in any number of counterparts, each of which shall be considered an original for all purposcs.

3rd  davof October 1983

DO N O D N e

IN WITNESS WHEREOF. this 2greement shall be eftecuve 2« of

-

[
- O
-

OPERATOR

S te s B@-Ld)(o:%—-

1% Doy e Hartman

19

20

2] . .

22 NON-OPERATORS

23

;: Cities Service (0il and Gas Corporation

n o | o LD WseLsen

28 i - ;
Charles Niernberger, Attoi%ey-ln-Fact

— e e e
[V I R FYE ]

(5]
[

30
31
32
33

35
26 | ACKNOWLEDGMENT

38

ig STATE OF TEXAS |
] Ss
s COUNTY OF MIDLAND]
43 The foregoing instrument was acknowledged before me this / = day of

A

&4 //7bnx<g7LKQ/(J/ » 1983, by CHARLES NIERNBERGER, as Attorney-in-Fact, on behalf
45 "f CITIES SERVICE OIL AND GAS CORPORATION, a Delaware corporation.

——

47 My Commission Expires:

© S H-F - 67% (et g DIV

7 Notary Public

-16-



11.

EXHIBIT "A"

Attached to and made a part of the Operating

Apreement dated October 3, 1983

and covering E/2 SE/4 Section 19; N/2 NW/4
and E/2 Section 30-25S5-37E, lea

County, New Mexico between DOYLE HARTMAN as

Operator and _ Cities Service 0il and Gas

. Corporation
2s Non-Uperators.

a) Lland Subiect to Apreement

E/2 SE/4 Section 19;

E/2 NW/4 and E/2 Section 30,

T-25-S, R-37-E, Lea County,

New Mexico

b) Depth Limitations

From the surface te—the-bace-ofi—the down to a depth of 3,500 feet.

L — o~
fermaticn.
. P \ Yoo d e L T o e 2 =) Loy
gd—Dri-lline—{lroreti-ont—taid—i-ar—taitial

Percentages of Intersts and Addresses of Parties

Doyle Hartman
P. 0. Box 10426
Midland, Texas 79702

Cities Service 0il and Gas
P. 0. Box 1919
Midland, Texas 79702

James A. Davidson
P. 0. Box 494
Midland, Texas 79702

James E. Burr
2505 Emerson Drive
Midland, Texas 79705

Jack Fletcher
P. 0. Box 10887
Midland, Texas 79702

Larry A. Nermyr
2438 Whitmire Blvd. Apt. 9-E
Midland, Texas 79705

Ruth Sutton
2826 Moss
Midland, Texas 79705

.65527344

.04687500

.23828125

.01489258

.01489258

.01489258

.01489257

1.00000000

11/8/83
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OIL & GAS LEASE

18, between

THIS AGREEMENT made this day of

of

(FPost Office Address)

. lennee:

hereir called lessor (whether one or more) and
Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties herein provided and

1, F . & ro ¢
of the sgreementa of the lessee herein contained, hereby grants, leanes and jeis exclusively unto Jesser for the purpose of investigating, explorink. prospecting,
drilling. snd operating {or and producing oil and gas, injecting gas, walers, other fluids, and air into subsurface strata, laying pipe lines, atoring o_ll. building
tanks, roadways, telephone lines, and other structures and things thereon to produce, asve, take care of, treat, process, store and transport ssid minerals, the

County, New Mexico, to-wit:

followint dencribed Jand in

For the purpose of calcvlating the rental payments hereinafter provided for, said land is estimated to comprise acres, whether it actually

comprises more or less.
1. Subject to the other provisions herein contained, this Jease shall remain in force for & term of years from this date (called “primary term™), and
as long thereafter 2s oi)l or gas, is produced from said land or land with which ssid land is pooled.
of that produced and saved from said land.

L. The royalties 10 be paid by lessee are: {a) on oil, and on other Jiquid hydrocarbons saved at the well, . . 3
same Lo be delivered at the wells or to the credit of lessor in the pipe line to which the wells may be connected: (b) on gas, including casinghead gas and all gas.
eous substances, produced from aaid land and sold or used off the premises or in the manufacture of gascline or other product therefrom. the market value st
the mnouth of the wel] of of the ges 80 sold or used, provided that on gas sold at the wells the royalty shall be of the amount realized from
such sale. t¢) and at any time when this lease is not validsted by other provisions hereof and there is a pas snd/or condensate well on s3id land. or Jand pooled
therewith, but gas and/or condensate is not being s0 rold or used and such well is shut in, either before or after production therefrom, then on or before 90 days
after said well is shut in, and thereafier st annual jntervals, lessee may pay or tender an advance snnual shut-in royalty equal to the smount of delay rentals
provided for in this lease for the acreage then held under this lease by the party making such payment or tender, and 8o jong as said shut-in royalty is paid or
tendrred this lease shall not terminate and it will be considered under all clauses hereof that gas is being produced from the Jeased premises in psying quantities.
Eack such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to receive the royalties which would be
paid under this lease if the well were in fact producing, or be paid or tendered to the credit of such party or pariies in the depository bank and in the manner

here:nafter provided for the payment of rentals.
(. If operations for drilling are not commenced on ssid land or on land pooled therewith on or before one (1} year from this date, this lease shall terminate

as to both parties. unless on or before one (1) year from this date lessee shall pay or tender to the lessor a rentsal of ¢ which
In like manner and upon like payments or lenders,

shall cover the privilege of deferring commencement of such operations for a period of twelve (12} months. d ]
annually, the commencement of said operations may be further deferred for successive periods of twelve (12} months each during the primary term. Payment

Bank

or tender may be made to the lessor or to the credit of the lessor in the

which bank, or any successor thereof, shall

at .
If such bank (or any successor bank} shall fail, liquidate, or be succeeded by another bank,

continue to be the agent for the lessor and lessor's heirs and assigns. . ] X s
or for any reason shall fail or refuse to accept rental, lessee shall not be held in defauit until thirty (30} days &fter lessor ahall deliver to lessee a recordable

instrument making provision for another mcceptable method of payment or tender, and Bny depasitory charge is & liabi]ily of the lessor, The payment or iender
of rental may be made by check or draft of lessee, mailed or delivered to said bank or lessor, or sny lessor if more than omne, on or before the rental psying
date. Any timely payment or tender of rental or shut-in royalty which is made in & bona fide attempt to make proper payment, but which is erroneous in
whole or in part as to parties, amounts, or depositories shall nevertheless be sufficient to prevent termination of this lease in the same manner as though x
prorer payment had been made; provided, however, lessee shall correct such error within thirty (30) days after lessee has received writlen notice thereof by
certified mail from lessor together with such instruments ms sre necessary to enable lessee to make proper payment.

5. Lessee is hereby granted the right and power, from time to time, to pool or combine ERis lease, the land covered by it or any part or horizon thereof
witk any other land, lease, Jeases, minera)l estsies or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard pro-
ration unit fixed by Jaw or by the New Mexico Qil Conservation Commission or by other lawful authority for the pool or area in which suid land is situated, plus
a tclerance of 10%:. Lessee shall file written unit designations in the county in which the premises are located and such units may be designated from time to
time and either before or afier the completion of wells. Drilling operstions on or production from any part of any such unit shill be considered for all pur-
pouses, except the payment of royally, as operations conducted upon or production from the lgnd described in this leuse. There shall be allocated to the land
covered by this lemse included in any such unit that portion of the total production of pooled minerals from wells in the unit, afler deducting any used in lcase
or unit operations, which the number of surface acres in the land covered by this lease included in the unit bears to the total number of surfuce scres in the
unit. The production so allucated shall be considered for all purpuses. including the payment or delivery of royalty, to be the entire production of pooled minerals
frora the portion of said land covered hereby and included in said unit in the same manner =2s though produced from said land under the terms of this lease,
Any pooled unil designated by lessec. as provided herein, may be dissolved by lessee by recording an sppropriate instrument in the County where the land is sit.
uvated at any time after the completion of a dry hoie or the cessation of production on said unit. Lessee is further granted the right and power to commit this
lease as 10 a3)) or any portion of the sbove described lands or horizons thereof to any unit sgreement for the purpose of conserving the natural resources of any
oil pr gas pool. field or area covered thereby: provided, such unit agreement contains ususal and customary provisions for the zllucation of oil and gas produced
frora the unit area and such unit agreement embraces lands of either the United States or State of New Mexico or bolth, and the form of unit sgrecment hax
beens approved by either the United States Geoloxicai Survey or Commissioner of Public Lands or both snd the New Mexico (il Conservation Commission. and

upon such commitment the provisions of this Jemse shall be confarmed to the unit agreement.

€. M prior to the discovery of oil or gas hereunder, leasee should drill and sbandon a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof should cease for any csuse. thia lease shall not terminate if leusee commences reworking or sdditional drilling operations within 60 days
thereafter and diligently prosecutes the same, or (if it be within the primary term} commences or resumes the payment or tender of rentals or cummences
operations for drilling or reworking on or before the rental paying dste next ensuing after the expiration of three months from date of slandonment of said
dry hole or holes or the cessation of production. lf at the expiration of the primary term oil or gas is not being produced but lessee is then engaged in uperations
for drilling or reworking of any well, this lesse shal) remain in force so long ss such operations are diligently prosecuted with no eessation of more than 60
consecutive days. If during the drilling or reworking of any well under this paragraph, lensee loses or junks the hole or well and after diligent efforts in good
faith is unable to complete ssid operations then within 30 days after the abandonment of said operations Jessee may commence snother well and drill the same
with due diligence. If any drilling. sdditiona] drilling. or reworking operstions hereunder result in production, then this Jeare shal)l remain in full force so long

thereafier as oi} or gas is produced hereunder.

7. Lessee ahal! have free use of 0i). gas and water from said land, except waler !rom'lmor'l wells and llpkl,. for all o'peulionn hereunder, and the royalty
shall be compuled after deducting any so used. Lessee shall have the right at sny time during or nll.er the expivation of thg! Jease 1o remove al] property and
fix.ures placed by lessee on said land, including the right to drsw and remove all casing. When required by lessor, lessee will bury. all pipe lines on cultivaled
lands below ordinary plow depth, and no well shall be drilled within two hundred feet {200 {t.} of any residence or barn now on _n.nd land without lessor’s con.
»ent. Lessor shall have the privilege, a! his risk and expense, of using gas from any gar well on said Jund for stover and inside lights in the principal dwelling
thereon, oyt of any surplus gas nol needed for operations hereunder.

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to the heins. executors. administrators,
succensors and assigns: but no change or division in the ownership of the land, or in the ownership of or right to receive rentals, royalties or payments, however
accomplished shall operate to enlarge the oblirations or diminish the rights of leasee: and no such change or divisiun shall be binding upon lesave fur any pur-
pose until 30 days sfier Jewaee has been furnished by certified mail at jessec’s principal place of busineas with acceptable insiruments or certified coprm
thereof constituting the chain of title from the original Jeasor. 1f any such change in ownership occurs through the death of the owner, Jasee may pay or
tender any rentals, royaltien or paymenis to the eredit of the decemsed or his estate in the depowitory bank wuntil such time as Jeser has Leen furnished with
evidence satisfactory 10 Jemsee 335 lo the peraons entitied to such sums. In the event of zn masignment of this lease 21 10 a sexrersted poartion of said land. the
rertals payable herrunder shal)l be apportioned as belween the several leasehold owners ratably according to the surface ares of euch, and default in rental
pavment by one shall not affect the righits of other leasehold owners hereunder. An assignment of this lesse. in whole or in part, ahsll, o the exient of such
asignment. relieve and discharge lemsee of any oblixations hereunder. and. if lessee or arsignee of part or paris hereof shall fail or make drfault in the pagment
of the proporlionate part of the rentals due from such lenaee Or assignee or fail w0 comply with any other provision of the lexse. sach defaull ahall not affeect thia
Jease in a0 far ax it cuvers & part of said landas upon which lessee Or 2Ny mazignee thereof shall 30 comply or make such paymenws. HKentals a3 used in thu
paaxgraph shall alao include shut-in royalty.

€. Should leasee be prevented from complying with any express or implj{d covenant of this )fue.‘or from condu:lint drilling or n‘-rurkinz virerations here
unier. or from producine oil or gas hereunder by reason of scarcity or inability to oblain or use equipment or ml\lrll‘], or by operstion of furce majeure, or
by sany Fedcral or state law or any order. rule or regulation of governmentsl authority. then while s0 prevenied, Jevsee’s duty shall be suspended, and lowser
shull not be liable for failure w comply therewith: and this Jease ahall be extended whll{ and [ long a3 Jesame is prevented by any auch csuse from conducting
driliing of reworking operations on or from producing oil or gas hereunder: and the time while lessee 13 80 prevented shall not be counted axainst Jeaec,
anything in thia lease to the contrary notwithstanding.

10. lersur hereby warrsns and agrees to defend the title to said Jand, and aprees that lﬂ-e_c. at its oplion, may discharge any tax, mortgarze, or other
lien upon ss:d land, and 1n 1he event lesaee dors s0. it shall be subrugsted to avch lien with .!)w r_:rhl 10 enfurce same and xﬁpl; nnuh_ sand ruyalties aceruing
he-eunoer toward satisiying same. Without impairment of Jesset’s rights under the warranty. if this leasc covers & less interest in the oil or gas in 2l or any
vart of asid land than the entire and undivided fee simple estate (whether lessor's interest is herein specified or not) then the royaltiee. shutin royshy. rentsl,
and other payments, if any. sccruing {rom any part as 10 which thia Jease covers less than such full interest. shall bLe psid only in the proportion whith the
interest therein, if any, rovered by this Jease, bears to the whole and undivided fee simple estate therein, Should any one or more of the parties named sbuve as
lessors ai) 1o eaecuie 1his lease. il shall nevertheless be binding upeon the party or paries executing the aame.

1). Lewsre. ia/his successora, heira and sssigns, shsll have the right st any time o surrender this Jease, in whole or in part. to lemeor or Rls heim, sucees.
ecta, 8nd ensigns by delivering or mriling a releare thereo! to the lemsor, or by placing a release thereo! of record in the county in which ssid Jand i sitvsted;
thereupon lesaer shall be relieved from all obligations, eapressed or implied. of this agreement as 1o acreage 80 surrendered, and .lhnurur the rentals and
shutein ruyaity paysbie hereunder shall be reduerd in the proportion that the acreage covered hereby is reduced by aaid telesse or reicasen.

Exrecutrd the day and yras first above writien.
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EXHIBIT tcoT

Attached to and made a part of _the Operating Agreement dated
October 3, 1983 and covering E/2 SE/4 Section 19:; E/2 NWJA‘
__and E/2 Section_30-25S-37E, Lea County., New Mexico between

—DOYLE HARTMAN_as_Opexator and Cities Service 0il and Gas

Corporation as Non-Operators.

ACCOUNTING PROCEDURE ~.
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions
“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting

Procedure is attached.
“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and

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

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 Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or 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 reimbursable expenses of Operator’s employees.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Materizal” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accguntants 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 for the preceding month, Such bills will be acconfpanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in.
vestment and expense excepl that items of Controllable Material and unusual charges and crediis shall be sep-

arately identified and fully described in detail.

Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall adjust each montihly billing
to reflect advances received from the Non-Operators. prime rate plus 1.25%

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after recexpl !:II payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of per
annum or the maximum contract rate permitted by the applicable usury Jaws in the state in whxch the Joint
Property is lJocated, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with

the collection of unpaid amounts.

Adjusiments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or guestion the correct-
ness thereof; 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 twenty-four (24) month period a Non-Operator takes
writlen exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V.

Audits

A. Non-Operator, upon notice in writing to Operator and al) other Non- Opera!ors shall have the right to audit Ope-
rator's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section 1. Where there are two or more Non-Operators, the Non-Operators shall make cvery reasonable effort to
conduct joint or simultancous audits in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non- -Operators’ audit cost incurred under this puragraph unless agreed

to by the Operator.

Approval by Non-Opcrators

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 w hich this Accounting Procedure is atlached contains
no contrary provisions in regard thereto, Operator shall notify all Non-Opecrators of the Operator’s proposal, and
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera-

tors.
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Il. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

L

2.

Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.

Labor
A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduc
of :Ioint Operations.
(2) Salaries of First Level Supervisors in the field.
(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges ar
excluded from the Overhead rates.

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid te
employvees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Sectior
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as.
sessment” on the amount of salaries and wages chargeable to the Join{ Account under Paragraph 2A of thi:
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

~—

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’'s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec.
tion IL

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account unde:
Paragraph 2A of this Section II.

Employee Benefits

Operator’s- current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefil plans of a like nature, applicable to Operator's labor

cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator's actual
! A twenty-six percent (26%) or Eercent most recently

cost not to exceed weiia . £ .
nrle(comn}nended by the Council of Petroleum” Accountant Society of North America.
atleria

Material purchased or furnished by Operator for use on the Joint Property as provided under Section 1V. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur-

plus stocks shall be avoided.

Transportation

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-

tions:

A. 1f Materia) is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties., except as_specifically authorized by Article XV A.l._of the Operating

reemen whi ! ibit.d . .
B. I} surg}us E\Gatt%rz‘ﬁ }scpnov}géﬁo%pc%g%ot} sl\%afaé:ntt}%%p%q other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-

count for moving Material to other properties belonging to Operator, unless agreed to by 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 oulside sources, except services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professional consultant services and con-
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consultant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by

the Parties.

Equipment and Facilities Furnished by Opcrator

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

of the Joint Property. .
In iieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property less 20%.. For automotive equipment, Optrator may elect to use rates

published by the Petroleum Motor Transport Association.

Damages and Losses {o Joint Prouperty

Al costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm. theft, accident, or other casuse, except those Tesulting from Operator's
gross neglipence or willful misconduct. Operator shall furnish Non-Opcrator writlen notice of damuages or losses
incurred as soon as practicable after a report thereof has been recejved by Operator.

Lega) Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments
and amounts paid for scttlement of claims incurred in or resulling from operations under the agreement or
necessary to protect or recover the Joint Property, except that no charge for services of Operator’s Jegal stalf
or {cecs or expense of oulside attorneys shall be made unless previously agreed to by the Parties. All other Jegal
expense is considered 1o be covered by the overhead provisions of Scction 111 unless otherwise agreed to by the

Partics, except as provided in Section 1, Paragraph 3.
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All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit 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 Opecrations are conducted in a state in which Operator may act as self-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, Operator shall include a charge at Operator's

cost not to exceed 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 Operations.

III. OVERHEAD

Overhead - Drilling and Producing Operations v
1. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either: N
(X ) Fixed Rate Basis, Paragraph 1A, 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 I1. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matiers before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section 1II 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 employed on the Joint Property shall ( ) shall

not ( X) be covered by the Overhead rates.

A. QOverhead - Fixed Rate Basis

(1) Operator shall charge the Joint Account at the following rates per well per month: /7 Zé
s . Py, r}LJ/ —_/_,1..,4/
Drilling Well Rate $ 4750 TEET A . WA
Producing Well Rate § 475 ST ime A

o~ —

(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 and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling 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 for fifteen (15) or more consecutive days

{3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from dale workover operations, with rig, commence through date of rig relecase, except
that no charge shall be made during suspension of operations for {ifteen (15) or more consecutive

days.

(b) Producing Well Rates

[1] An active well either produced or injected into for any pertion of the month shall be considered
as a one-well charge for 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 considered a separale
well by the governing regulatory authority.

[3] An inactive gas wel] shut in because of overproduction or fajlure of purchaser 1o take the produc-
tion shall be 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

B

are completed on any well.
[5) Al other inactive wells (including but not limited to inactive wells covered by unit allowable,
Jease allowable, transferred allowable, etc.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by mulli-
plying the rate currently in use by the percentage increase or decrease in the average weckly carnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar ycar
preceding as shown by the index of average weekly carnings of Crude Petroleum and Gas Ficlds Produc-
tion Workers as publishcd by the United States Department of Labor, Burecau of Labor Statistics, or the
cquivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be

the rates currently in use, plus or minus the computed adjustment.
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B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:

(a) Development

——— Percent (%) of the cosl of Development of the Joint Property exclusive of costs
- provided under Paragraph 9 of Section II and all salvage credits,

{(b) Operating )
- Percent ( %) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the 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 Paragraph 1B of this Section III, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial 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 well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as defined in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

ompensate QOperator for overhead costs incurred in the construction and installation of fixed assets.
pansion d assets, and any other projecl clearly discernible as a fixed asset reqmred for th opment and
operation of the JGi erty, Operator shall either negotiate a rate prior 1o the begm construction, or shall
charge the Joint Account for ©+erhead based on the following rates for any T Construction project in excess

of § :
A. 9 of total costs if such costs are mor
% of tolal costs in excess

but less than $ ; plus
an $1,000,000; plus

3. Amendment of Rates

The Overhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

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

Cperator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-©perator. Operator shall make timely disposition
of idle and/or surplus Material. such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agreed {o by the Parlies.

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case
of Malerial found to be defective or returned io vendor for any other reason, credit shall be passed 1o the Joint

Account when adjustment has been received by the Operator.

2. Transfers and Dispositions
Material furnished to the Joint Property and Material transferred from the Joint Property or 'disposed of by the
Operator, unless otherwise agreed to by the Parlies, shall be priced on the following bases exclusive of cash dis-

counts:

A. New Material {(Condition A)
(1) Tubular goods, cxcep! line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge Joad weight basis, regardless of gquantity transferred, egualized to the Jowest
published price f.o.b. railway receiving point or recognized barge tlerminal nearest the Joint Property

where such 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 at date of
movement, as lisied by a reliable supply store nearest the Joint Property where such Malterial is nor-

mally available.
(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-

graph 2A (1) of this Section IV.

(3) Other Material shall be priced at the current new price, in effect at dale of movement, as listed by a reliable
supply store or f.o.b. railway receiving point nearest the Joint Properly where such Material is normally

available.
B. Good Used Material (Condition B)
Material in sound and serviccable condition and suitable for reuse without reconditioning:

il) Material moved to the Joint Property
(a) A1l sceventy-five pescent (755 ) of current new price, as determined by Paragraph 2A of this Section IV.

(2) Material moved from the Joint Property
(a) At seventy-five percent (75% ) of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally chargcd to the Joint Account as new Material, or
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(b) at sixty-five percent (659 ) of current ncew price, as delermined by Paragraph 2A of this Sectiun
IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75%:) of current new price.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C
Malerial which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50%.) of current new price as determined by Para-

. graph 2A of this Section IV. The cost of reconditioning shall be charged to the recciving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D
A1l other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be

priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval

of Non-Operators.
D. Obsclete Material
Material which is serviceable and usable for its original function but condition and/or value of such Materia)

is not equivalent to that which would justify a price as provided above may be specially priced as agrecd to by
the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-

dered by such Material.

E. Pricing Conditions
(1) Loading and unloading cosits may be charged to the Joint Account at the rate of fifteen cents (15¢) 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 11,

(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, strikes
or other unusual causes over which the Operator has no control. the Operator may charge the Joint Account for the
required Material at the Operator's actual cost incurred in providing such Material. in making it suitable for use,
and in moving it to the Joint Property: provided notice in writing is furnished to Non-Operators of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share

of such Material suitable for use and acceptlable to Operator. -

Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished. In case of defeclive Material, credit shall not be passed to the

Joint Account until adjustment has been received by Operator from the manufacturers or their agents.
V. INVENTORIES
Opcrator shall maintain delailed records of Controllable Material.

Periodic Inventories, Nolice and Representation

.Atl recasonable inicrvals, Inventories shall be taken by Opecrator of the Joint Account Conlroi]ab]e Material.

Written notice of intention to take inventory shall be given by Operator at Jeast thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory js taken. Failure of Non-Operators
to be representied at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Invenfories

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be

held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party scling to notify all other Partics as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

Expense of Conducting Pcriodic Inventories
The expense of conducting periodic Inventories shall not be charged to the Joint Account uniess agreed to by the
Parties.



EXHIBIT "D"

Attached to and made a part of the
Operating Agreement dated

October 3, 1983 and covering E/2 SE/4
i : i 30-25S-37E, Lea
County, New Mexico between DOYLE HARTMAN

as Operator and (Cities Service 0Qil and _

Gas Corporation

as Non-QOperators

Operator, at all times while operations are conducted hereunder,
shall carry, and require its contractors to carry insurance to indemnify,
protect and hold the parties hereto harmless as follows:

1. Insurance which shall comply with the Workmen's Compensation,
Employers Liability and Occupational Disease laws of the State
in which operations hereunder are conducted;

2. Comprehensive general liability insurance with limits of not
less than:

A, Bodily Injury:
$500,000 per person and $500,000 for each occurrence
and, .
B. Property Damage:
$250,000 for each occurrence and $500,000 in the
aggregate.

3. Automobile liability insurance with limits of not less than:

A, $250,000 per person and $500,000 per accident pertaining
to bodily injury to, or death of persons; and, _

B. $100,000 per accident pertaining to loss of, or damage
to, property.

4. Commercial Umbrella Excess Liability: $15,000,000 per incident

and annual aggreate.

Upon successful completion of first well, all premiums paid on such
insurance shall be charged to the joint account. Except by mutual
consent of the parties, no other insurance shall be maintained for the
joint account, and all losses not covered by such Insurance shall be
charged to the joint account,

Operator shall not be liable to Non-QOperator(s) for loss suffered
on account of the insufficiency of insurance carried, or of the insuror
with whom carried, nor shall Operatdr be liable to Non-Operator(s) for

any loss accruing by reason of Operator's inability to provide or maintain

the insurance above mentioned; provided, however, that 1if at any tiome
druing the life of this agreement Operator is unable to obtain or maintain

such insurance, Operator shall promptly notify Kon-QOperator(s) of such

fact,



(- . ' C;,\
DOYLE HARTMAN

Qil Operator
500 N. MAIN
P.O. BOX 10426

MIDLAND, TEXAS 79702

1915) 684-4011 BEFORE EXAMINER QUlNTANA
OIL CONSERVATION DIVISION

July 10, 1985 _MAR™WMAN EXHIBITNO, 8

LEASE NO._ 868

Mr. Howard Olsen
Post COffice Box 32279
Phoenix, Arizona 85018

Re: Proposed Infill well
Carlson Federal No. 4
SE/4 SE/4 Section 23
T-25-S, R-37-E
Iea County, New Mexico
(40-acre lLanglie Mattix)

Dear Mr. Olsen:

Reference is made to our previous cammnications concerning operations
as to the lLanglie Mattix pool covering SE/4 SE/4 Section 23, T-25-S,
R-37-E, lea County, New Mexico. Please be informed that we are propos-—
ing the drilling of an infill well on the captioned lease in order to
efficiently and effectively drain all remaining Langlie Mattix gas
reserves under the SE/4 SE/4 Section 23, T-25-S, R-37-E, that will not
be drained by the Carlson No. 3 well which is also situated on the
subject 40-acre proration unit.

Since the drilling of a new well is not covered by any existing
agreement between the current owners of the subject lease, we invite you
to join us with your 25% working interest in drilling the proposed new
well, If you wish to participate in the drilling of our proposed new
well, we will prepare and forward to you an Operating Agreement for vour
review and approval. We are enclosing with this letter an AFE covering

the cost of drilling our proposed Carlson No. 4 infill well,

In the event you do not wish to participate in the drilling of the
proposed new well, we further offer you the following additional
options:

1. We again extend our offer of January 24, 1985 to purchase your net
interest for $22,500.

2.  We will be happy to take a farmout of your interest and drill the
well to earn a 70% net revenue interest.

Since we hope to spud the propcsed new well within the next forty-five
days, we are at this time proceeding with all necessary regulatory
procedures for the drilling of the subject well. Therefore, we

—



Mr. Howard o 7 | C
July 10, 1985
Page 2

respectfully request hearing fram you as soon as possible concerning

your decision in this matter.

Very truly yours,

Doyle Hartman
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DOYLE HARTMAN
OIL OPERATOR
500 N. MAIN STREET
MIDLAND, TEXAS

AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE

LEASE NAME _C2xtson Federal WELL NO. __ 4 w.). _100% of Well Cost
COUNTY Lea STATE __ew Mexico FiLp _ Langlie Mattix
LOCATION: SE/4 SE/4 Section 23, T-25-S, R-37-E
LG WAGRLES. oo s AT o e
. g Cost 3 5% @ Per Foot ’ '
2. Day Work 1 day
3,800 . 3,800
3. Coring Service Well Surveys 8,400 8,400
4. Bits and Reamers -- - - - -
5. Testing
6. Directional Drilling - - - -
7. Fuel Water . 6,500 6,500
8. Mud Mud Logging 8,100 8,100
9. Cementing Service Cement Floats 15,600 5,000
10. Company Labor Contract Labor ' 9,500 3,600
11, Surface Damages and Right-of-Way 2,800 2,800
12. Digging Pits Filling Pits 1,200 ‘ 1,200
13.  Pit Lining é.ggg 1,500
14. Roads & Brigge Dredging & Grading ’ 8,000
15. Acidizing 'fB % —_Fracturing _ =7~~~ Bé'%?’g Perforating 4,000 100,000 - - =
16. Plugging -~ = 2,800
17.  Trucking Cost 2,900 1,500
18. Development Superintendence _12_ days @ $°90 _ /day 7,000 3,500
19. Rental Equipment 4,500 500
20. Swabbing and Testing _ 10,500 - - =
21. Legal and Professional Expenses:
Product Price Determination 2,400 2,400
Regulatory Hearings Other 3,600 3,600
22. Abstracts and Title Opinions 4,300 4,300
23. Geological, Geophysical and Land Support
24. Other Costs
25. Contingency @ -2 % 43,400** 20,500
Total Intangibles 290,000 134,000
WELL EQUIPMENT:
26. Casing 400 Ft.of 2 3/8 @ 8.50 Per Ft. - .-
3,500 Ft. of 7 @ 6.46 Per Ft. 26,000
__ _FH.of @ Per Ft. 3 3:400
27. Tubing 3500 Flof__23/8 o 2.63 Per Ft. 9,200 - - -
28. Casing Head 1,300 1,300
29. Xmas Tree or Pumping Connections 4,600 --=-
30. Pumping Unit 19,500 - ==
31. Engine/Motor Controller and Power System 4,500 - ==
32. Sucker Rods 6,100 - - -
33. Pump 2,000 - ==
34. Tank Battery 2,600 - - -
35. Separator or Dehydration Equip. 2,400 - = -
36. Metering Equipment - - - - = =
37. Flow Lines 1,900 - - -
38. Guards and Fences 2,300 2,300
39. Other Costs
40. Contingency @ > % 17,600** . 1,000
Total Tangibles 100,000 8,000
* %
TOTAL cOST OF weLy  —-0r 900 142,000
Howard Olsen 25 97,500 35,500

Share at %

Our progected oost for er.llJ_ng and oanpletmg the proposed J_nﬁll well is

REMARKS:

0 £
FAAAEEr 252 amm 5 1 wny;t:ucu wWoIrS

Originated by %‘N;I Q. Ner—y Title Engineer Date YUy 10, 1985

- Title Date

Annraved



HOWARD OLSEN
P.O. BOX 32279

PHOENIX, ARIZONA 85016
. 951-9774

January 31, 1985

Doyle Hartman
P.0. Box 10426
Midlamnd, TX 79702

Dear Mr. Hartman,

In response to your letter of January 24, 1985 regarding the purchase of
our interest in the above said well, I have discussed your proposal with
Mr. Olsen and he feels the offer is insufficient.

Regarding the working interest expense for the said well inwhich we are to
share, after much conversation between our offices on the correct amount,
we have acquired a copy of the original Operating Agreement. According to
the said agreement, overhead is to be billed at $125.00 per month for each
drilling well for which our working interest is .25 percent.

Due to this information, please consider this a demand for your check to
adjust the producing overhead in accordance with the Operating Agreement.

Also, invoices for September through December 1984 should be adjusted to
reflect this change.

Your cooperation in this matter is appreciated.

Sincerely,

%WMWWL/

Darina M. Mariner
Accountant

DH/cac
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DOYLE HARTMAN

Oil Operator
500 N. MAIN
P.O. BOX 104286

MIDLAND, TEXAS 79702

(915) 684-4011

January 24, 1985

Mr. R. Howard Olsen
Post Office Box 32279
Phoenix, Arizona 85016

Re: Carlson Federal Nos. 2 & 3
SE/4 SE/4 Section 23 (#3)
SE/4 NE/4 Section 26 (#2)
T-25-S, R-37-E
Lea County, New Mexico

Dear Mr., Olsen:

Reference is made to the phone conversations between your office and Jim
Burr of our office regarding the following for the above noted wells:

1. Production volume--we have checked the production for the subject
well for the years 1983 and 1984 and find that for the year 1983
the Carlson Federal No. 3 (No. 2 well not producing) averaged 24
MCFPD and since we became operator on June 1, 1984, this well has
averaged 35 MCFPD.

2. Pricing--at the time we assumed operations of the Carlson Federal
No. 3, El Paso Natural Gas Campany arbitrarily lowered the price
from the stripper price previously paid to Sun 0Oil Company to an
approximate net price of $1.35/MCF. We have already discussed this
matter with El Paso and have requested that the price be restored

to the stripper price.

3. Operational costs—--as to the Carlson No. 3, we are charging exactly
what it costs us to operate this well, which is the same rate as we
charge for all wells that we operate. We do not feel we should be
asked to operate any well at a loss, which you can surely
understand being an independent yourself. As you know, Congress
provided stripper pricing for wells such as the Carlson Federal No.
3 in order that such low volume wells can continue to be operated
at a profit and not be plugged. If you feel it necessary, we can
furnish you back-up data to justify our operating costs.

We can certainly understand your concern generally since the well
operations have been recently shifted from Sun with whom you are
familiar to us with wham you are not familiar. We hope this explanation
answers your questions and, in this regard, we would be willing to offer
you $22,500.00 for all of your right, title, and interest in the above
noted wells and acreage. This offer is higher on a pro rata basis than
the ccnsideration paid to Sun for its 75% working interest. If you are



"‘Mr. R. Howard 0] ~—
January 24, 1985
Page 2

agreeable to a sale, we would be willing to pay all legal fees incident
to the sale and title approval.

Thank you fbr your consideration and please let us hear from you as soon
as is conveniently possible.

Very truly yours,

D=

DH/mh
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5656 Blackwell

P O Box 2880

Dallas TX 75221-2880
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March 25, 1985

Ms. Ruth Sutton .
Doyle Hartman ) “U
P. 0. Box 10426

Midland, TX 79702

Re: Bid Package No. 84132

Dear Ms. Sutton:

In reply to your letter of March 18, 1985 concerning the Operating
Agreement for the Carlson No. 2 and 3, we have requested our
Contract and Lease Department to reexamine this property. Mr. Foy
Ball of that department has replied that the correct Operating
Agreement for this property should be (C-854) identified as
Drilling and Operating Agreement dated November 2, 1936 between
Sun and Ajax Drilling Corporation.

If you have any questions concerning this Agreement please contact
Foy Ball at (214) 890-2934. He should be able to answer any ques-
tions you might have. I apologize for the confusion in identify-
ing this agreement.

Sincerely yours,
SUN EXPLORATION AND PRODUCTION COMPANY

' 1 ;
| /'I Lot _/, ) / j P
i
" JUDY M. HAIL

JMH/ jy
" o / ’
dops .t L ey TTEL el T Tos
- [; . i
ONG269~JM

AR 2 & 1383
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' DOYLE HARTMAN

Oil Operator
500 N. MAIN
P.O. BOX 10426

MIDLAND, TEXAS 798702

(915) 684-4011

March 18, 1985

Sun Exploration and Production Campany
Divestment Department

Post Office Box 2880

Dallas, Texas 75221

Attention: Ms, Judy M. Hail

Re: Carlson No. 2 & 3
SE/4 SE/4 Section 23
and SE/4 NE/4 Section 26
T-25-S, R-37-E
Lea County, New Mexico
(Bid Package No. 84132)

Gentlemen:

In response to a request by our controller, Mr. Jim Burr, you recently

furnished us with a copy of Operating Agreement dated April 1, 1961
between Union Texas Petroleum and Joseph E. Seagram which is identified

as covering the captioned property.

We have examined this agreement, and it appears to cover the leases
jointly owned by Union Texas and Sun. As to this acreage, those rights

are limited to depths_below 4,000 feet,

Will you please have your contracts people look into this matter again
and furnish us with whatever agreement they were using in conducting the
joint operations on this property above 4,000 feet.

Thanks for your assistance.
Very truly yours,

\

7 T 7
- - o T~ &
~ e o~ [

Ruth Sutton
Landman

RS/dm
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WHEREAS, It 1s the desire of all of the parties here-
to that the land hereinafter descrlbed be tested for oll
and gas; and

WHEREAS, Second Party for the consideration herein-
after stated 1s ready, ate and willling to commence opere-
tlons for the drilling of two wells on the land abowe de~
scribed at the locations and within the time herelnafter
stated and continue the drilling of each of said wells with
due and reasonable diligence free of all cost to First Party
to the depths hereinafter specifled.

Now, THSREFORE, KNOW ALL MEN BY THESE PRESENTS: -That

for and in conslderation of the premises and of the faithful |
perfornance of the covenants herein contalned it 1is agreed:

ARTICLE I,

Test Wells~ Second Party agrees at 1its sole cost and
expense %o drill and complete with standard or cable tools -
two wells for the production of oil and gas at the following
locations and to the following depths, to-wit:

() One %o be located in the center of the 8Wi uwé of

‘§ 4 Section 21, Township 25 south, Range 57 Kast, atow described;

-
¥

;

~

““Iﬁafng tne tangs.,w

actual drillih" operations thpreon to he commenced on or be-
fore the 20th dey of November, 1936, and continued with due
and reasonadle diligence to the aepth of 3650 feet, unless
production of oil and/or gas, or a.hole full of sulphur or
galt water, be encountered at a lessér depth. In the event
production of oil and/or gas is encountered in said well
Second Party shall, at 1ts soles cost{ and expense, furnish
and install all necessary casing, tubing and surface equip-~

ment Fequired for tHE % oro*wctlon of oil and gas into and.iap;

L U L NN sy b e

T s 2 Riathell 3 3 é

: (b) One well at a location to be selected by First
Party elther in the éﬁi_éﬂa_ﬂk_ﬁﬁﬂjiﬂlkﬁu or SE: SIZ of :
Section 5, Township 25.Socuth, Ranga 37.East, atove described.:

~ Imnmediately upon completion of the well referred to in sub-

)

3

Qt

paragraph (a) hereof, First Party shall make application to
the proper governmentel authority for permit to drill the -
well provided for herein ané shall press such anovlicetion
with due diligence. Second Party shall commence actual drill-
ing operations thereon within ten days after the granting of
such permlt and shall continue such drilling orerations with
due and reasonatle dlligence to the depth of 3650 feet, un-
less production of oil and/or gas, or & hole full of cﬁbhur
or salt water be encountered at & lesser depth In the event
production of oil and/or gas is encountered in ssid well,
Second Party shnll, at ite sole cost and expense, furnieh and
install all necessary casing, tublng and surface equipment
required for the production of oil end gas into and including
the tanks, .

ARTICLE 1T, : e e e

Inspection and Information - First Party shall at all
times, have free access -to -the-wells-hereinalo w prowdded for,
and to any and all information avallable pertaining to the
drilling of the same, including daily logs and changes in
formations and samples of all cuttings or fluids which may
be encountered in the &rilling thereof, First Party shall have
the right to procure samples of all such formations and fluids
and Second Party shall not drill into any known producing hor-

—2-




izon without first giving first party suffiolent notioce
thereof so that first party may have a representative on -
the ground to witness the drilling into such horizons, if it
so desires. 1In the event such wells shall be unproductive .
62 oil or gas in paying quantities at the total depths here- .
inabove provided for, then second party shall notify first -~
party before the same shall be plugzed, in order tht first -
party mey have a representative on the ground for the purpose
of taking a Joint measurement or to witness the measurement
of such well or wzlls.

ARTICLE ITIX

Lozs, Revorts and Plugsing - Second Party shall keep a
true and accurate log of such wells and a correct tally of
the various sizes and lengths of casing that may be set in
sald wells, and, upon completion thersof, shall deliver to
first party & true and complete log of said wells, together .
with & true and accurate record of sall casing sct therein,
showing the make, size, wright, thread and lengths thereof,
and the polnts at which euch casina shall have been set.
Second Party shsll furnish to ;irs, party dally written re-
ports of the progress of sald wells, mailing the same to An-
derson-Prichard 01l Corporation, 1000 Romsey Tower, Oklahoma’
City, Oklehora. Any and all wells abandoned by second party
shall be plugged at its expense, and in full complience with
the laws, rules and regulations of the United ©States and the
State of New ilexico, or any other Governmental Agency thereof,

ARTI CLE IV,

Insurance -

(a) Second Party agrees to hold first party harmless from -
and agzinst all clzims, «xpensed, loss and damage arising from -
any cause whatsoever in connectlon withthe work to be performed
under this contract, regardless of whether such work be perfurm-—
ed by second par*y or by hlis employees, or by subcontractors
under second pariy or employoes of such sub-conuractors, or.by
both, or all. ,

(b) The second party shall carry and pay for workmen's
compensation insurance which shall comply with the workment's
compensation laws of each state in which work 1s to be perform-
ed under this contract, and shall cover 21l of second party's
employeesg engaged in the wvork to bec performed under this con-
tract. The second party shall also see to 1t that each and
every sub~-contractor under him shall carry end pay for VWork-
men's Compensation Insurance covering all ol such sub-contraote
ors! employees engaged in any work under thls contract, The
workmen'!s compensetion insurance provided by such sub-contract-
ors shall comply with the laws of each state in whioh work is
to be performed under this contract. If thls contract covers
operations in Oklahoma, employers liabllity coverage must be
carried with death 1limit of at least $25,000,00 for one per-
son killed and at least $50,000.00 for any number of persons
in one accident, this in addition to the regular compensation
coverage that 15 required under the laws or Oklahoma.

.

{(c) The second party shall also carry and pay for Pub-
lio Liatllity insurance ocovering all work to bs performedinder -
this contract, with limits of not less than $26,000.00 as to



any one person.and $50,000.00 as to any one scoident. .

(d) Yecond party shall provide automobile publie
11ability insurance with limits of not less than $25,000,00"
as to any one person, and not less than $50,000,00 as to - -
any one accident, and shall also pro vide automoblle property
damage insurance with a limit of not lese than £5,000.00 to°
cover all automoilve. equipment used dy second party in the
operations contemplated and to be performed under this con-
tract. All such automoblle insurance policles shall include
the names of all the parties hereto as the assured,

(e) All such poliocies of insurance shall be delivered
to Anderson-Prichard Oll Corporation at its office in Okla-
~homa City, Oklahoma, for examination and return to second
party, and, in addition thereto -second party shall furnish
to Anderson-Prichard 0Al Corporatlon, at 1ts sald office, a
certificate or certificates of insurance on Anderson-Prichard
01l Corporationts form I-100, each of which shall be attested
by a duly authorlzed representative of the insurance conpany
writing the respective policy, and shall contain an sgreement
on the part of the insuror that the insurance concerning which
the certificate is gilven shall not be cancelled without gt
least ten days' notice to Anderson-Prichard 01l Corporation
at Oklahoma City, Oklahoma, - o

ARTICLE V,

Abandonment- It is agreed by and between the parties
hereto that time is of the essence of thls contract and that
in the event second party shall fall or negleoct to commence
the actual drilling operations of elther of the wells herein-
above provided for, within the time herein specified, or if,
after having commenced the drilling thereof it shall fall to
complete any of sald wells as hereln provided, first party -
shall be under no obligations to make and deliver the assipgn-.
ments herelnafter mentioned. If second party shall fail or
neglect, except vhere such failure or neglect is due to tr &

the result of strikes, lockoute, fire, unusual delay in trans-
portation, una wldable casualtles, accldents, or any causes.
beyond its control, to continue the operations on sald wells,
or either of them, for a period of ten (10) daye after-h
ing commenced the drilling thereof, without first having
teined the written consent of first party so to do, such
lect or discontinuance shall, of itself, and without not
or demand by first party, constitute a breach of this co
tract by seoond party and first party shall have, vithin
ty (60) .days after such breach, in addition to its other
ful and equltable remedies, the right to take possesslon
such well or wells, and, in such event, shall have the T
use of all tools, apnliances and machinery thereat btelon
to or under the control of second party, for the purpose
drilling ané/or completing said well or wells, without a
liability vhatsoever to second party for the use of such
appliances, machinery and equipment, except for loss or
age thereto not occasioned by the usual wear and fear incident
to such use, and, in such ewent, first psrty shall be er

no obligation to deliver to second party the assignments men-
tioned. It 1s hercby exprecsly understood eand agreed, however,
that none of the provisions of thls paragraph shall bs construed
as in anywlise releasing or excusing second party from ite lla-
billity to first party for any breach of this oontract,

/‘\ ARTICLE VI,

Assignments- (a) For and in consideration of the drill-

ing, completing and equipping by second party of the twg teat
wells referred to in Article I aiove, in the manner and}wlthin

-4



both of said wells and the furnieshing to it of true and ac-
curate logs thereof duly certified to, will, sublect to
conditions and reservations hereinafter provided meke, €Xe-

the time therein mantioned, Pirst party, upon oompletion[of

“undl Lded ons-half (1/% is right, title and iniere t In,
,‘“tGVEn&“undér*thB“ﬁtBWE“ﬁ‘ntibﬁéﬂ*&rlliingjén'“apefhfin AFres-

MMt T LR SR T 25 1838, executed by . M. ‘
gon_snd Hilda Carlson, hig }zgfgwtgmdptson-P&mmD 1 .Cor=

poration insofar as the same ocovers and affects the following
described landsdituated in said County and State, to-wit:

Southwest Quarter (%W%) of North-
west Quarter (HNWZ) of Section 21,
Townshlp 25 South, Range 37 bast,
N. . P, H., containing 40 acres,
more or less,

and will, subject to the condltlons and reservations herein-
after provided mgka, execute and deliver to Second Party an
as giénment covering an undi vided one-half of 1ts “rigint, [ttle
&P and interest 1, %o & ana ﬁnﬁtr’Fﬁ“ﬁ”cﬁn“rnvtmcf“October*zu,
1838, éntered into by and betwetil Indiaf Petrolelim Cbrporatlon
and ARder8on-Prichard” 011 Corporation insofar 48 881q" doritracs
covers and affects the lands to be assigned to Anderson-Prich-~
ard 011 Corporation under the terns thereorf; sald assignments.
to be subject to 211l the terms and provisions of the &drilling
and operating agreement dated ‘/i¢«fa4‘“_4A~f.,1"J , 1936,
and the contract, dated Octobsr 26, 1836, and of this contract
insofar as sald contracits relate to the land to be described
in said assignment and the rules and reguletions of the Sec~
retary of the Interlor of the Unlted States and all governing
statutes, without covenants of gencral warranty; but first
.party shall covenant in said assignment that it will warrant
and defend the title to the interest thereby essigned ageinst
the cleimes of any and all persons wohonsoever . claiming by,
through or under it, but not otherwise.

4s e furtner consideration for the drilling, completlng
end equippling of the twe wells aforesald, the party of the
first part hereby agrees that second “artj ghall be entitled.
to recelve, free from 2ll operating costs, the_sun of ‘QO
from the net proceeds derived from the eale of 1/2 of- ff?%%
party's rem1£~3ﬂ1'172 o; “¥ie” ;irst it aﬁd/df“@as I, Edand
when produced,. faved ano. narueled fion The. WEI1 5?reed 3o be
11lcd by second party under wne terms of parograph (a)
Article I herecof. |

(b) It is further agrecd by and between the parties here-
to that beginning with the aate of this contract end fron thencg-
Torth all gross production t-:es chargeable against the o1l and
gas that may be produced from the lands to be described in sald
assignnents by Tirst party to second party and all taxes assessg=
ed agailnst any oll and gas lease heretofore or heregefter exe-
cuted covering thslands to be descrlbed in said assignments, and
against all lease equipment thereon situanted, and all lease rent-
als shall be borne and paid ecuslly by tiie partles hereto.

(c) First Party shall be under no obligation to deliver
the assignments hereinabo v profided for, until and unless all
claims, charges, liens and encumbrances of every character that
nay mnay have been incurred on sald premises by second party
during the drilling of said wells, shall have been pald, satis-
fled and discharged, and 1f, after the completion of eaid wells,
second party shall allow or permit any liens to be fixed agelinst
8ald premises, first party shall have the right, without being
obligated so to do, to pay any and all such lien oharges there-
on and be aubrogated to the rights of the holders thereof,

-5-



ARTICLE VII.

It is understood and agreed that the said two test -
wells, when drilled, completed and equipped-as hereinbe- -
fore provided, together with all the right, itle and in-|
terest now ovned by first party in and to said contract of
October 26, 1936, and_eald drillling and operatling agresement -
of flevrennoitn~ z*=*, 1936, insofar as the same cover |- -
end affect the lanés to be described in sald assignments | -
ehall Te owned in equal proportions by the partles hereto;
subject, however, to the $5,000.00 oll payment hereinbefore
mentioned.

ARTICLT VIII

Desirnation of Overator—~ Second Party shall have the
sole control of drilling, completing and equlipping sald two

test wells as provided herein, bu?t 1t is understood and ggreed

that Tirst party shall become the operator of each of sald
vells &8 soon as conpleted and equipped and all of the pro<" Lesec
perty Jjointly owned under the terms hereof, and sééongéparty/gbt
ghall from thenceforth have full and complete charge-&and cona

~trol of a2ll subsequent drilling and producing operations on

sald Jointly owned property. It is understood and azgreed,
however, that second party being the owner of drilling tools
and being engaged in the business of drilling oil and gas wells
shall have the preference right to drill all future wells on
the Jointly owned property on contract basis under the direct-
ion and supervision of first perty,; provided thest the price -
charsel by second party for such work shall not be in excess

of the average price prevailing in sald field for like work.,
\fter the completion and equipment of sald two testy wells, re-
spectively, as provided herein, the cost of operatlion of sald
wells znd any subsequent development of the Jointly owned pro-
perty shall be bornz equally by the parties hereto and said -
operziing charges shall be computed on the baeis of the Hid-
Continent Schedule attached hereto, made a part hereof, and
marked "Zxhibit A", |

ARTICLE IX,

Lecess to Pronertv end Records~ Each party hereto shall
have access to said Jointly ovned property and to any and all
infornation pertaining to wells drilled, production secured,
0%l and/or gos marketcd therefrom and shall be permitted|to
inspect and observe cperatlons of every kind and chzracter
upon said Jointly owmed property and shall have access to the
books, records and vouchers relating to the operation thereof
at all reasonzble tines.

ANPICLE X.

IEHTALS- It 1s understood and agrecd that the operator
ghall pay all lesce rantals meturing end payable under the S
terns of any oll gnd gas lcase heretofore or hereafter executed
by the United 34ates Covernnment insofar as sald lease or leases
cover or affect the Jointly owmed property.- -Such rental|pay-
ments, made by thz operator, shall b2 charged to the Joint ac-
count and non-operator shall recimhurse operator for its pro-
portionate part of all such rentals. )

ARTICLI. XI,

i
{
e e :w(‘ ‘.

i e LA
Poyment of Bllle~ Second:Party, as operator of th£ [

Jointly owned property hereinabo ve referred to, shall advance
and poy all costs and expenses necessary for the operation
and further development of the Jointly owned property in ac-
cordance with the terms of thls contract and shall bill hon- :

- operator for such cost and expense in accordance with 1té in-
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terest in the said property.

Operator agrees to furnish non-operator with item- .
1zed statements of all expendltures, recelpts, charges and
credits covering each month's business and that such state-
nments covering the pireceding month!s business shall be mziled
by cperator To non-operator on or before 50 days thereafier;
and within 15 daye thereafter non-operator shall pay operator,
cuogent to further audit and asdjustment, if necessary, e
Cxleahoma {ity, Oxlzhoma, its proporuionﬂte part of. all sums

expended for and in the development and operation of zal
Jointly owmed property, and uron fallure of non~operator to
pPay operauor within 15° days, as aforesald, the said sum or
sums thall bear interest at the rate of six (67) per cent
rer ennum until sa pald. .

: In crder %o secure operator in the operation and/or Ge-
velopment of said premises and each of them for oil and
mining purposes, for all sums properly due from nonroper%t-
ing party, incurred by operator in the’ operstion of said|
Jointlf owned property, operator ghall at any and agll times
during %he continuance of thls contract have a first and prior
lien upon all rib* , tle and inberest or estate of non-ppera-~
ting purty in said Jointly owned properiy covered by this con-
‘ tract,'includlné all equipment thereon and all oil, gas and
casinghesd gas produced or to be produced and saved thergfrom, -
owned by or accruing to the credlt of non-operating party to
the full extent of saild sum paid by operator for non-ope ating
parsy!s account, in the op°ration of sald. premises covered by
thls contract. : , ;

ARTICLE XIX

Go vernmental Rezulation- Nothing herein wcontained shall
be constrused as being in any n*nner in Gerogatlion of the terms,
conditions and proviecions of the Act of Convress under and by
virtue of which the a e mention-=d pcrmius or leases vwere
is3ued, or of any rsgulatlion of the Department of Interior
of the United 3tates lawfully pronmulgated thereunder; but,on
the eontrary, this agreement shall in all particulars aeem—
ed anenavle to reformation to eliminate or modify eny portions
thereonf found to be in contravention of the provisions of sald
act or such regulation and thall remain and Be in full force
and effect as to ell provisions not so eliminated or modified.

won-Partnership- It 1s further expressly understéod and
agreed by end batween the partles hareto that this contgact

snall riever be construed as constitutlng a partnerchip hetween
the parties hereto and that the 1iaollity of the pariies 1s
linsted to the provislons of this contract. 3

ARTICLE XTIV,

ilotices~ Any notices required to bu given or serWed
hereunder may be sent by reglstered nall to first partj,at
1000 Ramsey Tower, Oklahome City, Oklahoma, and to second party
at 606 Republic Bank Bullding, Dsalles, LCXau, unless end until
cither shall change place of notice by written cOﬂnuni ation
sent to the other by registered mail.

e



gale of 0il and Gas - I% ic understood and agreed, and
the assignments awwve mentloned to be executed as hercinabove \Lﬁ:’/,
provided sihmll so provide that each party hereto shall be en~
titled %o receive direcitly payment for its respective share ,/\\
of the proceeds of thc sale of 6il andfor gas prolucod, saved
and sold from saild Drenlsed.

AHYICLE XVI

Duration~ This agreenent and each and gll of the|tsrns
conditions hercof insofzr as the sene affect or pertain‘to
the Jointly owned property chall ds and reoain ih full force
and sofiect 50 long as oll, Uas, or casinrhcad Fas i3 or can
be produced in peying quantities thcrefron. : 5

ARTICLE XVIT

This agreement shall exvtend ﬁo, and E= btindlnz upon

i 2 - [ 3 1,
tie heirs, succsssors and assigns of tne parbties hiersty;
providasd, hovever, second pariy sholl have no rivht to go-

sipn its ripghts or interszsis wnde r the termns of Shlsx cone

tract prior to the completion of ths wmells hercinziove nro-
wided Tor, without first having ct;i 1ed the written coinaent
of Tirst party tc do su.

I WITHISS WHRRNOF, The Parties hereto hnve cxocuied

tnis contract, in triplicate, thls &th day of Hovenber, A, D,

1250,
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COUNTY OF Oc.LIU\.);Lx.

On this 61h day of Novembryv 18355, bhafore

me, npersonally apeensred J. Jeove Andoerson und ¥, l. Anderson,
to me gersconally knovn and belny by me duly sworn on cath did
sey thuat they are the Vice Precident and Secretery, respectively,
of Ahderson—Frichard 011 Corporation, and that the seal affixed
to said instrument 1s the corporate ccel of sald corporation,

end that eald instrument vas signed and ssaled in Léelf of
sald corporation by osuthority of 1ts Boerd of Direotoraiand

said J, Steve Anderson and P, H. Anderson acknowledged gald
instrument to be the free uct and deed of said corporation,



I WITHESS WHEREOF, witness my hand and notarial
seal the date in thls cerulxicate abow vriuten. |

Hosotd OHeldort

BOVASY FUBLIC
17 conmission exp*res.

Jan 29-1940.

THE STATC OF THXAS,
CORITY OF DALLAS. :
on this 5%h day of Hovember,, 19538, tefore ne, D rgon—
811y appeared Jolhn L. Hersohbegeh and L. rrca Herachhbec o
me personally known and bn*1" by me duly sworn on ocath 6*&
a thgt tn

> are the P“ﬂe tAnnt and Secretary, roepectively
I g

- 00l

LIHGE CORPORATION, and thai the scal ci7ived Lo
n

ha’d ins tr ment is the cor*wratc gal ¢f s2id corporation,

0
and “hat soid ineftrumsnt was uigapu and Malcd in bvh._f of
sald corporation Ty authority of its “J@?ﬂ f Direchors and
s23d Joan L. Eerschbach and La Pred nc schbach ackno dred
cald instrurient Lo be the Ifree act ond deed of sald curpora-
‘Gio‘."h w
T3 WITNESS WHRRLOY, wltness my hand and notarizl eeal
=ne. dgte in this certificatse ;tovaﬂﬁritten. ‘

//2 :
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EXHIBIT o

ACGCOUNTING - PROCEDURE
(ONIT AND JOINT LEASE SCHEDULE)

P- Ne. } Scandard
by ‘. Mid-Continest Oil

Commities
~In uoscl and for sale

Ld

L. DEVELOPMENT AND OPERATING CHARGES:
The Operator shall charge the joint Jease account with the following: items:

(1)
(2)

Royalties, when not to be paid direct to Royalty Owners by the purchaser of the oil, gas, casinghead gas or other pry
Labor, teaming, and other services necessary for the development, maintenance and operation of the property.

Foree— A

and Gas ‘A-:;,:lmu

Unitizstion Cqmmitiee (1931)

4

oducta of the lease.

(3) Matcrials, equipment and supplies purchased, and for furnished by Operator from his warehouse stocks or from hql other lcam for

/(4)
.

(5)

(6)

(7)

(8-2) Bxpenses of litigation, including outside attorney's fees and expenses, judgments,
Actual expenses mcurrcd by Operator’s or Non- Operators staff in securing evidence, etc., shall be a

use on the joint lease.

Moving material to the joint lease from Vendor's or from Operator's warehouse in the district or from other leases d

f Operator, but in

either of the Jast events the distance charged to the joint lease shall not exceed the distance from the nearest reliable supply store or

railway recciving point.

Moving surplus materials from the joint lease to outside Vendees, if sold f. 0. b. destination, or minor returns to Ops

rrator’s warchouse,

but no charge shall be made against the joint lease account for moving major surplus materials to Operator's warehguse, exceeding the
P P g the

cost of moving such material to the nearest reliable supply store or railway receiving point, or to other leases belor

except by special agreement with Non-Operator.

ging to Operator,

Use of and service by Operator’s exclusively owncd equipment_and utilities at rates not exceeding those prevailing in the district where

the joint lease is located. ~
Damages or losses incurred by fire, flood, storm or other accidental or natural causes.
claims, etc., invo.vmg the lease

development and operation.
proper charge against the lease.

(8-b) Shovld any case he handled by Operator’'s or Non-Operator's legal staff, thereby eliminating the retaining of outsid

(%)

(10)

()

(12)

(13)

(14)

(15)

(16)

(17)

coramensurate with the services rendered and actual time consumed may be made against the ioint lease .account.

Ad Vzalorem taxes and other property raxes.
Operator and
where required ny law or by the term of the contract to which this Exhibit is attached.

Premiums for insurance, if required to be carried for the benefit of the joint account, as follows:
(a) Property insurance against loss by fire, tornado, etc.

or incident to its.

e counsel, a charge

Gross production and receipts or income taxes shall be rendered and paid direct by
Yon-Operator covering their respective inzerests and shall not be reported and paid as a joint lease charge, except

(b} Workmen's compensation, public liability and employers’ hablhty insurance, together with al! expenditures mc rrcd and paid in
p

scttlement of claims, judgments, etc.,, not recovered from the insurance carrier.

(c)

anv other expenditures mcurrcd and paid in settlement of cloims, judgments, etc.,

fully discharge all liability of Operator ensuing from an accident occurring on or in connection with work done by

owned autamotive equipment for the benefit of the joint lease.
Il no insurance is required to be carred on any or al]l of the atove risks, all actual expenditures incurred and paid
settlement of any and 2)] losses, claims, damages. judgments, and any other expenses including legal services, shall
joint lease account.

A proportionate share of the salary and expenses of Opcrators District Superintendent and other general District

4

Public liability and property damage insurance on automctive equipment owned by and operated ‘or the joint lease, as well as
not recovered from the insurance carrier to

such jointly

the Operator in
charged *o the

mployees serving

the lease, whose time is not allocated directly to the lcase, and thereforc may be apportioned on a well basis over all |wells served, each

i

drilling wel! to b: consicered as equivalent to producing wells,

Operator’s accounting practice.

or on some other equitable basis consistent with

A proportionate share of maintaining and operating a District Office in conducting the management of operanonsJon the joint lease

and ather leases owned and operated by Operator in the same louhty. such charge to be made on a well basis ov
.

and each drilling well to be considered as equivalent zo'

with Operator's accounting practice.

Camp Expense: The expense of providing and mainiaining on or in the vicinity of the joint Jease all necessary camp,

for employces, and boarding emplovecs, if necessary, When leases other than the joint lease are served by these

equitable distributior. of expense including depreciation, or 2 fair monthly rental in lieu of the investment, maintena

cost of buildings, etc., shall be prorated against all leases served

Handling charges: To cover the cost of handling material

nct cost of the material. new or second-hand, p.mcd upon the lcase from the Opcrator’s warchouse, mwy be asscsse

account. On tanks, dernicks, tubular guods (2" and over). boilers. engines, compressors and pumps, the hand].ng

exceed 2% % of the net cost.

Overbead charges which shali be in licu of any charges for any part of the compensation or salaries paid to man

emplc-ycﬁ of the Operator. down to and including the division 5upenntcndent and any portion of the ofice expen

. but zre not in

r all wells served,

producing wells, or on some other equitable basis cunsistent

5, housing facilities
{acilities, then an
nce and operating

:'n:o and in the warehouse, a handling charge not in excess of 5% of the

d against the joint
charges shall not

aging officers and
se of the principal

licu of field office

cxpenses xncurrcd in operating any such properties, and such overhead ‘charges do not include any other expensels of the Operato

incurred in the development and operation of said leases, and 1L.c Operator shall have the right to assess against the
herebv. the fo}lnwxn" overhead charges:

Dl

per montt for each drilling well, beginning on the date the well is spudded and terminating
hat no charge shall be made during suspension of drilli

<

duction or is plugged. as the case may be, except

...0r more consecutive days.

per well per month for the firs: five producmg wells. ™

per well per month for the second five producmg wells.

per well per month for all produang wells over ten.

The above cpecific overhead rates may be amended from time to time by agreement between Operator and Non- One
they are faund to be insufficient or excessive.

Any other items of cost and e¢xpense incurred by Operator for the necessary and proper development. rqumment
the joint Jease.

1. BASIS OF CHARGES TO JOINT ACCOUNT:

N
) !

-
-

{

(3)

Outside Purchases:

All mazerials and equipment purchased and a!l service procured from the outside sources will b

properties covered
i

tvhen it s on pro-

g operations for

rator if in pracuce
1
and operation of

charged at their

actual cost to Operator, after deducting any and all trade and/or cash discounts actually allowed off invoices, or rece 1v¢d by Operator.

Yew Muterials furnished by Operator (Condition “A™).
Pscw materials transferred !o lease from Operator's warchouse or other leases shall be priced. {. 0. b the nearest ¢
way recceiving point, at replacement cost of the same kind of materials.
boilers and engines. Al tubular goods (2% and over) wil ke charged on the basis of mill-shipment, or carl
materials, where the replacement cost cannot be readily ascertaired, may, for the purposes of consistency and conve
on the basis of a reputable Supply Company's Preferenual List Pnu f.0.b. nearest supply store or railway recei
lcase, prevailing on the date of trander of the materials to rhe Jease.

Second-hand Materials furnished by Operator {Condition “B™ and *C").
() Tubular goods (2" and over), fittings, registered macluntry and other equipment which is in sound and servi

date of transfer, will be classed as Condition
visions of Paragraph (2) above

R

ply store or rail

This will include large equipment such as tanks, rigs, pumps,

ad price.  Other
ience, be charged
ing point to the

ble corndition at
“B" and c"urged at 75% of the price of new materials, in accordance with the pro-

(b) Tanks, dernicks, and buildings or other cqulfmcnt invoiving erection costs, will be charged on a basis not t+ exceed 75% of

knocked-dnwn new prire for similar materials

vl
L~
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AMENDMENT TO OPERATING AGREEMENT

THIS AGREEMENT, made and entered into this 30th day of June, 1949, by and
between the undersigned parties:

"ITNESSETH:

WHCZREAS, the parties hereto or their predecessors in interest have heretof¢re
entered into a certain Operating Agreement described as follows: )

P [ Yot a1 e pevey e ’ -
el colyant, dnlol NasosMer 59N :7: PR beee soutad b dmdoannnl) el tehard

- - :
~ ~ .
011 Oorooralion vloting L l, ‘3 covorad |
s AN -~ - . - d .. XN i
Tyve e T h . o ,
Dy W07 Lo 0w {.1:-.......3:‘:‘. < K8 ;o dUN Tl .1_7] -G J

? ra o o . B
i u:.':t, LA (40'.&-’:;4.\" RReey

WHEREAS, the undersigned desire to amend the above described Operating Agrbement
as he"elnafter provided.

0¥, THEIZREFORE, in consideration of ithe premises and the agreements herein contained,
it is agreed that the above described Opera®ing Agreement is hereby amended to include

the following provision: : j
Tach party to this agreement shall have the continuing right at all tlmes‘to
receive in kind or to separately dispose of its ovopovtlonate share of the 0il,
gas, and/or casinghead gas produced hv Operator from the lands covered by thls
tgreement, plus its proportionate share of all royty oil, gas and/or casinghead
gas not d°livered in kind. |

During such time as “on-operator is not exercising its right to receive ih xind
or to separately d*snose of its proportionate part of such production, Op¢rator
shall have the right to purchase for its own account or to sell to ouherS\at not
less than the preval;l'xD market price, all oil, gas, and/or casinghead ga#
produced from the lands covered by this Abreemenu. Any contracts entered|into
by Cperator for the sale of Non-operator's proportionate share of the production
shall be or. a temporary basis for a period not greater than the minimum usually
demanded by a purchaser of like grade and quantity of such production at the
point where such sale and delivery is made, but not in excess of one (1) year;
provided, however, this right shall te revocable at the will of Non-operator

as to its interest upon such party taking its proporticnate part in kind. All
sales shall be on a2 division order basis and payment shall be made dlrecuﬂy to
the party entitled thereto.

This Agreerent shall not affect any existing ripht to purchase, purchase Egree—
nent, or option to purchase whereby eitner party has granted to the othej the right
to nnrchase all or any part of its interest in the production from the joint
oneration. |

Ixcept as herein provided, said Operating fAgreement shall remain in full‘force and
effect in accordance with its terms and provisions.

Tris ALpreement shall be effective as ol the date first above written and shall be
bincing as to each party signing the same, even though all parties interested in the
operating rights subject to the said Operating Agreement do not execute this Agreement,
and ray be executed in separate counterparts with like effect as if all signin parties
had executed the same instrument,

ATTZ3T: ANDERSON-PRICHARD OIL CORPORA?ION
/{,.. . ZL 0 ar _ © By: / g(/ Dy .(-‘,('{
7 Lsst, Secretary Vice—Pres@dent
ATIZZ2 FIPue UIICASO COMPOLTION
//‘ (fl Cat § / /’(./ /f A /,1/ :J/. f :.’4<_¢_ ~ (_‘_’2 . Xfti/(—ff-—‘-"d

7% wad . SECILLETS V4 L cdrosident



STATE OF "‘OKLAHOMA )
COUNTY OF OKLAHOMA ) ss.

On this _ ¢ day of _ ‘lovember , 19 L9 , before me personally appeared
Tl e Al , L0 me personally known, who, being by me| duly
sworn did say that he is The /.. . President of ANDERSON-PRICHARD OI1 CORPORATION
and that the seal affixed to the foregoing instrument is the corporate seal of| said
Corporation and that said instrument was signed and sealed in behalf of said Corporation
by authority of its Board of Directors, and said 7, N. PTtam - Sl o 2« acknowledged
said instrument to be the free act and deed of said Corporation. j

IN VWITNESS ”HTRFOr, I have hereunto set my hand and affixed my official sehl on this
the day and year last above written,

Xy Commission expires: - ,4<: it 2. pé?3/;§2f7idc;>z,’
;o NotaFy Public,
’}J" ." = T . ' . |
(SZAL) |
STATE OF ... .5 . . )
. ) )
COUNIY OF ¢ ...’ - ) ss.
| :
On this /, day of Hoverbar 5 19 L9, before me personally appeared
7L ) ,to me personally known, who, being by me duly sworn
did’say L*at he is uhe ;y(- . President of FIEGT CHICAGO COIORATION

Corporation and that said instrument was signed and sealed in behalf of said orporation
- by authority of its Board of Directors, and said o .t .. Be owledged

and that the seal affixed to the foregoing instrument is the corporate seal :% said
sald instrument to be the free act and deed of said Corporation,

|
IN TITNESS WHEREOF, I have hereunto set my hand and affixed my official séal on this
the day and year last above written.

\
|
!
‘ -
17 |

My Commission expires: L S TR
Notary Publlc.

--—-—‘?

(SzAL)

STATZ OF

)
)
coyMTY 0OrF } ss.

Before me, the undersigned, 2 Notary Public, in and for said County and Shate, on this
day of , 19 , personally appeared | to me
kriovm to be The identical person who executed the within and foregoing instrument and
acknovledged to me that he executed the same of his free and voluntary act and deed for the
uses and purposes therein set forth,

|
i
|

Given under my hand and seal the day and year last above written.

vy Commicssion expires:

Notaﬁy Public.

New llex.



