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NEW MEXICO OIL CONSERVATION COMMISSION
CASE NO. 9326

WILDFIRE' # 1
WEST HALF SECTION 26 T 26N R 2W
RIO ARRIBA COUNTY, NEW MEXICO
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TRACT

DESCRIPTION

T26N, R2W
Sec. 26: NINE},

SWiINES,
(120.00 ac.)

T26N, R2W
Sec. 26: SEINE}
(40.00 ac.)

T26N, R2W

Sec. 26: Nwi,
Niswi

(240.00 ac.)

T26N, R2W

Sec. 26: Siswi
(80.00 ac.)

T26N, R2W

Sec. 26: SE}
(160.00 ac.)

* Note:

Rio Arriba County, New Mexico
Detailed Ownership Report

March 22, 1988

MINERAL OWNER AND ADDRESS

Usa
NM-56650

usA
NM-56516

USA * See note below
NM-7993

Usa
NM-28811

USA
NM-7993

Hixon Development Co.

Farmington, NM 87499
60% interest
Dugan Production Co.

Farmington, NM 87499
40% interest
Expires: 9-1-93
Royalty: 1/8th

ORRI: 7.5% of 8/8ths

Lease Also Includes
Other Lands:

Sec. 23: SiSWi, SE%

SAME OWNERSHIP AS ABOVE
Expires: 7-1-88
Royalty: KGS scale
ORRI: 7.5% of 8/8ths

Sun Operating Limited
Partnership

92.04% interest

Frank Pace, Jr.

c¢/o International
Executive Service Corp.
622 3rd Ave. 32nd Floor
New York, New York 10017
5.305% interest
Jeannette P, Kurtz

P.0. Box 6227

Denver, €O 80206

2.655% interest
Expires: HBP

Royalty: 1/8th

ORRI: 12.5% of 8/8ths

SAME OWNERSHIP AS ABOVE
Expires: HBP

Royalty: 1/8th

ORRI: 7.5% of B8/8ths

INTERESYT STATUS
100%

Box 2810

Box 28

NM-56650

T26N, R2W
100%

NM-56516
100%

NM-7993
100%

NM-28811
100%

NOTE: Sec., 26: NWi, NiSWi (Tract 3)
above was not segregated from this

lease as' of last check with BLM,

3-21-88,

This ownership is from the base of the
Mesaverde formation to the stratigraphic
equivalent of the total depth drilled,
being 8,605 feet, as encountered in the

Wildfire #/1 well.

Hixon Development Co.
60% interest

Dugan Production Co.

40% interest

Expires: UBP

Royalty: 1/8th

ORRI: 7.5% of 8/8ths

NM-7993

below 8,605 feet

Hixon Development Co.
60%
Dugan Production Co.
408



LANG & HOLT ENERGY COMPANY
1625 BROADWAY, SUITE 2860
DENVER, COLORADO 80202
(303) 629-7773

Rio ARRIBA New Mexico
COuNntY STANL
- S4C Twp 26 NORTH _mongs_2 WEST
— p——— ) * = +
*Sun Operating Limited Partnership 92.04% Hixon Deveopment Co.  60%
Frank Pace, Jr. 5.305% Dugan Production Co. 4(%
Jeannette P, Kurtz 2.655% 9.1-03
* Owegrship is from the base of the Mesaverde
jon to the stratigraphic equivalent
bping 8,605 feet,
re #1 well,
below 8,605 feet Hixon Development Co. 608
Dugan Production Co. 40%
Hixon Developaent Co)_ 60% -
Dugan ProguCtion Co. ™ 40% E 7-1-88
USA NM-56650
USA NM-56516
\ () @
L ——p— —— —— 2 4
d Hixon Development Co. 60%
0 \ Dugan Production Co. 40%
HBP
USA NM-7993 \
(3) Y
Sun Operating Limited Partnership QZ.OAM
Frank Pace, Jr. 5.305%
Jeanette P. Kurtz 2.655%
HBpP !
USA NM-28811 USA NM-7993
) &l (s)
—F mr— e d o T v T *
& & T e “Saction Plat 1"= 750 ft.




NEW MEXICO OIL CONSERVATION COMMISSION

WORKING INTEREST OWNERSHIP SUMMARY

WMW W&”’%

West Half Section 26:

Sun E&P Co.

Frank Pace, Jr.
Dugan production
Michael W. Murphy
Jeannette P. Rurtz
Hixon Development

East Half Secticn 26:

BHixon Development
Dugan Production

640 Acre Production and Spacing Unit:

Sun EgP Co.

Frank Pace, Jr.
Jeannette P. Kurtz
Dugan Production
Michael W. Murphy
Hixon Development

CASE NO. 9326

.920490
.085310
.00000
00000
.02650
00000

1.000080

BPO

.600
400

l1.00¢2

BPO

46020
.02655
81325
.20000
.00000
.300008

1.00000

.609765
.08351789
120000
.037500
.B17556
.1800080

1.000000

APO

.304883
017589
.008778
260000
.0187590
.390000

l1.000000

[t



NEW MEXICO OIL CONSERVATION COMMISSION
CASE NO. 9326

WELL HISTORY

WILDFIRE #1
SE SW/4 SECTION 26, T26N, RZW

10-18-86 Spud (G.L. elev: 7715', K.B. elev: 7727')

11-22-86 T.D. at 8605'
(PBTD 8496"')

Perforated 7348-7656, various depths, 35 holes.-
Fractured with 82,000 gal 30# cross-link gel and 90,000# 20/40 sand.

4-10-87 Completion Report: 3 hrs, 10.2 STB o0il, 15 MCF gas, 20 BBL
load water, 180 psi FTP.

5-4-87 Gas-o0il ratio test: 24 hrs, 50 STB oil, 315 MCF gas, 8 BBL
water, 75 psi FTP. Well shut in.

6-30-87 Bottom hole pressure test at 7400', 1191 psig._mu\ i
11-19-87 Bottom hole pressure test at 7400', 1028 psig. / 4%NUWL
2-23-88 Bottom hole pressure test at 7400', 972 psig.///// ; '

Current status, well shut in.

1P2/3124



(formarly 9-330) il e e (S herine LAt e
DEPARTMENT OF THE INTERIOR "‘_:'v‘:r‘“:":':..:;‘ B LEABE DESIGNATION AND BERIAL XO.
BUREAU OF LAND MANAGEMENT : NM 28811 ‘
v TG. I INDIAN, ALLOTTEE OR TAINB NaM€
WELL COMPLETION OR RECOMPLETION REPORT AND LOG*
i TYPE OF WELL: WL Wb, | prv L] Other TUVNIT AGRERSENT NAME
% TYPE OF COMPLETION: E
wha, ovr w0 e A Other TRVANN OB LEASE NauE
2. NaME OF OFERATOR _ i Wildfire-
JEROME P. McHUGH | O wE R
3 AVDRESS OF UFERATOR ‘ ; 1
P 0 Box ‘809, Farmington, NM 87499 ) 10. FIZLD AND FOOL, OR WILDCAT
2. 1OCATION UF WELL (Repori localion cicarly and n accordunice with any Statc requirements)® Gavilan Mancos
At surface goo ' FSL -~ 1650' FWL . I3 :::(':’:rx..‘n.. M., O BLOCK AND ."u"'
At top prod. interval reported below
Sec. 26, T26N, R2W, NMPM
At total depth
14. PERMIT NO. DATE 18SUED 12. covm;l [:1 3 13. sTATE
PARIS
| 10/9/86 Rio Arriba NM

13. baT: IrLODDED 16, DATE T.D. REACHZD | 17, DATE CoMIL. (Ready to prod.) 18, ELEZVATIONS (DF, RKB, RT, O, KTC.)® | 19. ELEY. CASINGNEAD
10/18/86 11/22/86 4/10/87 : 7715' GL; 7727' KB _ 7715" GL
28. TOTAL DEPTH, MD 4 TVD 21, FLUG, BACK T.D., XD & TVD | 22. {F MILTIPLE COMPL., 23, INTERVALS ROTARY TOOLS CABLE TOOLS

HOW MANY® DRILLED BY : :
8605 8496 ' NA —_— | T |
24. PRODLCING INTERVAL(S). OF THIS COMI'LETION—TOP, BOTTOM, NAME (MD AND TVD)® i 23. :":A:"D;lit‘fbl.ONAL
7348-7656', Mancos o
No

28. TYPE ELLCTRIC AXKD OTHER LOGS RUN Dual Induction Guard, Spectral Density Dual . 27. was WELL COaRD
Spaced Neutron, GR-CCL, Cement Bond - No - °

2a. CASING RECORD (Report all strings set in weil) :

CABING BiIE WEIGRT, LB./FT. DEPTH RET (MD) IHOLE 8ILE CEMENTING RECORD AMOUNT PULLED

9-5/8" 36 264' KB| 12-1/4" | 177 cf Class B W/ 2% CaCl ===
5-1/2" 17 8600' KB 7-7/8" See reverse I ==

2. : LINER RECORD 30. TUBING RECORD

sizg TOP (MD) sorTox (Mp) |macxs czmzNTe SCREEN (MD) size DPEPTH BET (MD) PACKER ART (MD)
None . 2-7/8" 7668' KB —

J1. PERFORATION RECOAD (Inferval, sizc and numbder) 32, ACID, SHOT., FRACTURE, CEMENT SQUEEZE. ETC.
7348, 50, 52, 64, 76, 78, 80, 91; DEPTH INTERYAL (MD) AMOUNT AND KIND OF MATERIAL USED
;'s’;i se’ 30, 32, 42, 47, 58, 71, 90, 98 7348-7656" 750 gal. 7-1/2% HCL
7604’ 18’ 26' gg’ 2(7)’ 2;'&73’ B3, 93, 973 82,000 gal 304 cross-link gel

» 18, 26, 38, 40, 56. 90,000 20/40_sand
Total of 35 holes
a3 . PRODUCTION
DATR FIAST PRODUCTION l PRODUCTION METHOD (Flowing, gas lift, pumping—asize and type of pump) WELL sTATUS (Producing er
N . i shut-in)
1/5/87 | Flowing SI
DATE OF TRaT HOURS TESTED CHOKE BILE PROD'N. FOK OlL— DAL, GAR—MCY. WATER—BBL. GA3-0IL BaATIO
TEaT PERIOD
4/10/87 3 - — 5" ] 1.2 | 15 | 20%* 1471
° FLOW, TUBING FRESS. | CABING FRESSUREL ;:l.:gll;fl:lb . 1, ——B8t., GAS—MCT. WATEA—-NBL. OIL GRAVITI-aPl (CORE.;
“ROUX RAT
180 psi 575 pSi | = cemee 81.6 | 120 | 160%* 38.6°
. 34. DISPOSITION OF 0AS (Bold, wsed for fuel, venled, elc.) TEST WITNESSID BY
Vented during test; to be sold. M. Brasuel
33 LIST OF ATTACHMENTS %] 5t pew o0il swabbed to tank during completion operation
**Frac water

36, T heredy tll/) that the forfgolng and attached Information Is complete and correct as determined from ail arvailable records )

Field Supt. 4/10/87 '

SIGNED DATE

AMES o,
*(See Instructions and Spccgs fcr Additional Data on Reverse Side)

Title 15 U.5.C. Section 1001, makes it a crime for any person knowingly and willfully tc make to any department or agency of the
United States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.
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5 NMOCD 1 DE

STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

®e. 04 gosuin SELiteen

DISTRISUY (O
SANTA PR
riLg
uv.8.0.8,
LAND OFPFICE

QL
OAS

TRAAMEPORTER

OFERATOR
PAORATION OPPICE

1.

1 Dugan 1 Andes/Lang 1 Gary"E. 1 F}le"

s fON Form C-104
" Revised 10-01-78
Format 08-0183

v
OIL CONSERVATION DIVISION pores

P.O. BOX 2088 e DA '-'kuth,
SANTA FE, NEW MEXICO 87501 Y
e - //)‘( é/[, }
: Lo iy {3
REQUEST FOR ALLOWABLE Cems Gz -
AND . ) (‘i

AUTHORIZATION TO TRANSPORT OIL AND NATURAL GAS 0’8] 2 D/y ]

Opetotor
JEROME P. MCHUGH

Address

P 0 Box 809, Farmington, NM 87499

Reoson(s) Tor Tiling (Check proper box)
New Well

Recompletion

Change In Ownershtp

Other (Please explain)
Chanqe in Transporter of:
o
Casinghead Cas

Dry Gas

Condensate |

If change of ownership give name

and address of previous owner

1I. DESCRIPTION OF WELL AND LE

ASE

i.ecae Nome

Well No.j Pool Name, Inciuding Formation Xind of Lease Lease No.

Wildfire 1 Gavilan Mancos State, Federal or Fae’ Fed. NM .28811
Loceation . N -
Unit Letter N : 900 Feet From The South Lihe and . 1650 Feet From The West
Line of Section 26 Township 26N Ronge 2W « NMPM, Rio Arriba County

1II._DESIGNATION OF TRANSPORTER OF OIL AND NATURAL GAS

Neme of Authorized Tronsporier ol Otl (XX

Gary Energy Corp.

Address (Give address to which approved copy of thss form iz 0 be sent)

P O Box 159, Bloomfield, NM 87413 '

or Condenacte ()

Jerome P. McHugh

Name ol Authorized Transportier of Ccunqhoad Cas XX

Address (Cive address 1o whichA opproved copy of this form i3 to be sent)

P O Box 809, Farmington, NM 87499

or Dty Gas D

T
y nit
11 well produces ot] or }iquids, s u

! N

@ive locotion of tanks, N

| Sec.

126

! Twp. ) When

; 26N

1
. Rqe.

2W

1s Qas actually connecied?

No !

A

1f this production is commingled with that from any other lease or pool, give commingling order number:

NOTE: Comp/ete Pam IV and V on

V1. CERTIFICATE OF COMPLIANCE

I hereby centify that the rules and regulacions of

been complied with and that the information given is true and complete to the best of

my knowledge and belief.

reverse side if necessary.

ol CDNSERVATION D}_\\ﬁpf\i 3 1987

the Oil Conservation Division have

o Aes L

TITLE SUPERVIGOR DISTRICT M. 8

This form {8 to be {iled In compliance with RULE 13104,
1f this is a request for allowablie {or & new!y drilied or deepened

well, this form must be accompanied by » tabulation of the deviatioa
tests taksn on the well lan accordance with AULE 111,

All sections of this form must be [lUled out completely for -ﬂo-:-
able on new and recompleted wells.

Fill out only Sectfons I, If. III, end VI for changes of owner,

ames S. 9{ {Slnulwv}
%‘ield Supt.
© (Tile)
4/10/87 ‘ .
v {Date)
h

jerome P. Mctiug
Furmm!!‘““v NM.

apR 27 1987
RECEIVED ~

well name or number, or transporisy, or other such change of conditlon.

Separate Forms C-IM must be fifed for sach pool Ia multiply
pmgleted wclll.

APR 291987

{




V. COMPLETION DATA

Form C-104
Revised 10-01-78
Format 060183
Page 2

Totl well TGas Wall "New Well | Workov 7 T T v T P
Designate Type of Completion — (X) :L X :N XX : . et ' pespen :Pluq Boct :Sqm fes '.: Pt Res
Date Spudded Date Couapl. Ready to Prold. Total D.pth' . — P.B.T.D. —*
10/18/86 4/10/87 8605' 8496
Elevations (DF, RK8B, RT, CR, ete.; |Name of Producing Formation Top Otl/Gas Pay Tubing Depth .
7715' GL | Gavilan Mancos 7348 7668' KB
Peciorations . Depth Casing Shoe
7348-7656"', 35 holes 8600' KB
) TUBRING, CASING, AND CEMENTING RECORD
HOLE SI12E CASING & TUBING SIZE DEPTH SET SACKS CEMENT
12-1/4" 9-~5/8" 264' KB 177 cf
7-7/8" 5-1/2" 8600' KB 3534 cf in 3 stages
+ 1572 ¢f pumped down
2-7/8 ) 7668' ‘KB i bradenhead

V. TEST DATA AND REQUEST FOR ALLOWABLE
OIL WELL

(Test must be ofter recovery of total volume of load oil and must be equal o or exceed top sllou
able for thia depth or be for full 24 hours)

Date Fitat New Of} Run Ta Tanks

Date of Teat

Ptoducing Method (Flow, pump, gas lift, ate.)

1/5/87 4/10/87 Flowing
Length of Teat Tubing Presawe Casing Preasure Choke Size
3 hrs. 180 psi 575 psi ’ -——
Agtual Prod. During Tseast Oll-Bbls, . . | Wertet+ Bbla. Gaa+«MCF
: 81.6 BOPD 160 BWPD 120 MCFGPD

" GAS WEIL

Actual Prod. TesteMCF/D

L. ength of Test

Bbla. Condensate/MMCF

Gravity of Condensate

Teeting Method (pitol, back pr.).

Tubing Pressure ( Shut-in ) .

Cosing Pressure ( Shut=in)

Choka Stze
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NEW MEXICO QIL CONSERVATION COMMISSION /7k
(A
) rff""h

‘

¥

CASE NO. 9326

[
id

=

AVERAGE WELL COST ANALYSIS b
CANADA 0JITOS UNIT ANALOGY

AFE Cost Final Report Cost
613500 615000
621000 551000
664000 710c00
632833 625333



NEW MEXICO OIL CONSERVATION COMMISSION
CASE NO. 9326

DETERMINATION OF ALLOCATED WELL COST

Total Well Cost Estimate:

Less Costs of: .
AFE estimate for 5000' gas gathering line (10-28-87):
Estimate for purchasing and installing
artificial 1ift and associated expenditures:

Net Well Cost to Date:

e e

East Half Sec. 26 Share @ 50%
West Half Sec. 26 Share 8 50%

———

1P2/3124

$626,000

$47,500
$67,500

_/§7/¢‘::?\.

. $255,500
$255,500



NEW MEXICO OIL CONSERVATION COMMISSION
CASE NC. 9326

OPERATING AGREEMENT SYNOPSIS

WILDFIRE #1 WELL
WEST HALF SECTION 26, T26N, R2W

I. Expenditure Limit of $20,000 Without Consent of A1l Parties

IT. District Overhead Expense: Fixed Rate
Drilling Wells  $3500 Q
Producing Wells  $350 <«

1I1I. Delinguent Interest Rate: 12% or maximum permissible state rate

, oy
IV. Non-consent Provision: Ak w w- % ¥
3004 Drilling and Completion Cost N
160% Surface Equipment e %\
100% Operating Expense o
e \n N
X\J\w

1p2/3124
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June 29, 1987

December 29, 1987

January 21, 1988

February 1, 1988

February 9, 1988

February 11, 1988

February 12, 1988

February 16, 1988

February 22, 1988

February 25, 1988

March 18, 1988

1P2/3124

NEW MEXICO OIL CONSERVATION COMMISSION

CASE NO. 9326
HISTORY OF EVENTS

Sun makes an offer to purchase Hixon Development's
overriding royalty interest in the west half of
Sec. 26-26N-2H. .

Hixon Development files a waiver to drill the
J. Whitney #1 well in the east half of Sec. 26 and
form a 320 acre unit.

Hixon Development proposes forming a 640 acre pooled
unit in consideration for a $183,333.33 payment

Sun replies to the initial proposal that the offer
is being considered.

An application to form a 640 acre unit is sent to
the New Mexico 0i1 Conservation Commission.

Hixon Development is advised of Sun's application
for forming a 640 acre unit.

Approximate date when Sun verbally informs Hixon of
its counter proposal for a $255,500 payment from the
east half interest owners.

Hixon replies to Sun's counter offer that the cost
is too high.

Sun mails additional explanation of its counter
offer to Hixon.

A request to the Gil Conservation Commission to
consolidate and continue cases 9326 and 9295 is
filed.

Approximate date, when Hixon asks Sun if Sun would
be willing to negotiate costs and accept a figure
less than $255,500. Sun's response is that the west
half owners cannot accept a lower value.



KELLAHIN, KELLAHIN AND AUBREY
Attorneys at Law

W. Thomas Kellabin El Patio - 117 North Guadalupe Telephone 982-428$

Karen Aubrey Post Office Box 2265

Ares Code $50$

Jason Kellahin Santa Fe, New Mexico 87504-2265

February 25, 1988 FQEE(:EE'\/EEE)

PEB 2 9 187
Mr. Michael E. Stogner

0il Conservation Division ROGKY ‘iving o]
Po Oo BOX 2”88 . e L A I
Santa Fe, New Mexico 87584

Re: Sun Exploration and Production Co.
NMOCD Case 9326

Dear Mr. Stogner:

Mr., Tommy Roberts, attorney for Hixon Development
Company has requested that the Sun Case 9326 now set for
~hearing on March 2, 1988 be continued and consolidated
with the Eixon Case 9295 which is set on the March 16,
1988 examiner's docket.

I have advised Mr. Roberts that Sun has no objection
to his request for a continuance and accordingly request
that Case 9326 be continued and consolidated with Case
9295 to be heard on March 1l6th.

Very truly yours,

Original signed by
~ W. TroMas KELLAHIN

W. Thomas Kellahin
WTK:ca

cc: Allen Tubb, Esq. (Sun-Dallas)
Tommy Roberts, Esqg.
Ken Mueller (Sun-Denver)
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Sun Production
Operations Division
Rocky Mountain District

February 22, 1988

Sun Exploration and
Production Company

PO Box 5940

Terminal Annex
Denver CO 80217-5940

303 696 3500

Hixon Development Company
P.0. Box 2810
Farmington, New Mexico 87499

Attention: John Corbett

RE: Wildfire #1
Section 26, T26N, R2W
Gavilan Pool
Rio Arriba, New Mexico

Dear Sir:

In regards to Hixon Development Corporation's proposal to pool the east
half and west half of Section 26, Sun believes a more equitable payment
due the west half owners is $255,500. This figure is based on an
average current cost of $626,000, to drill, complete, and equip wells in
this area. The figure of $255,500 was derived using one-half the
average cost less the proportionate share of additional equipment needed
to place the Wildfire #1 well on production.

Sun's position in these matters is that 640 acre spacing and proration
units are appropriate in light of the pressure communication between
wells in the field. The New Mexico 0il and Gas Conservation Commission
has established 640 acre spacing with the option for a second well on
the proration unit. The Commission has "grandfathered" existing 320
acre units. This rule, however, does not preclude operators from
applying for an exception to the pool rules and voluntarily pooling
units such as the Wildfire #1. The rule, as written, does protect
owners of existing wells from suffering possible financial losses due to
force pooling.

If you are in agreement to the proposed payment and that Sun remain
operator of the well, please notify Sun, to my attention, and an
appropriate contract can be developed. »
Sincerely,

Ken Mueller

KM:rc

cc: Tom Golden

Allen Tubb
Floyd Wiesepape

1P2/3079
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HixonDevelopment

COMPANY

RE(

EEB 1 8 1953
ROCKY MOUNTAIN DISTRICT

February 16, 1988

Mr. Ken Mueller

District Reservoir Engineer

Sun Exploration and Production Company
P.0. Box 5940

Terminal Annex

Denver, CO 80217-5940

Subject: Wildfire Well No. 1
Section 46, T26N, R2W
Rio Arriba Co., NM

Dear Mr. Mueller:

Hixon Development Company has received your counter to our
offer to join the referenced well. First, let me thank you tor
your prompt response. Secondly, in the future please contact
Hixon directly on this issue.

Regarding your proposal, there appears to be some inconsistency
in our two approaches. 1 believe that you are familiar with
Sun's earlier bid to buy our interest in the Wildfire, but in
the event that you are not you may wish to refer to the
enclosure at this time. Hixon's offer was made on the value of
the property based on Sun's price. Sun, on the other hand, has
countered us with their cost to buy the property.

Poss Dince Box 2310
Farmindton, Sew Mexico BT4u¢

R T e e I
S5 326-3325



February 16, 1988
Mr. Ken Mueller
Page 2

While we expect to bear our share of future well costs (i.e.
tying the well into our gas gathering system), Hixon cannot
justify an investment where our costs would be greater than our
present value. If Sun's previous estimation of the present
value is incorrect I would be happy to discuss input parameters
and it is possible that we could work jointly to reach an
acceptable purchase price.

Very truly yours,

Tk O LT

John C. Corbett
Vice Fresident - Exploration

Enclosure

xc: Dugan Production Corp.
P.0. Box 208
Farmington, NM 87499

Tommy Roberts
3005 Northridge Dr.
Farmington, NM 87401



KELLAHIN, KELLAHIN AND AUBREY
Attorneys at Law

A. Thomas Kellahin El Patio - 117 North Guadslupe Telephone 982-4285
Karen Aubrey Post Office Box 2265 Area Code 505
Jason Kellahin Santa Fe, New Mexico 87504-2265

Of Counsel

February 11, 1988 F?EE(:Eig\;gfgj
"Federal Express"” o
REB 1 7 1988
Tommy Roberts, Esqg.

305 Northridge Drive ROCKY MOUNTAIN DISTRICT
Suite G .
Farmington, New Mexico 87401 e o e -

Re: Hixon Case 9295
Dear Tommy:

Enclosed is a copy of the compulsory pcoling
application I file on Tuesday of this week. As we
discussed on Wednesday, I am awaiting receipt from Sun of
a propocsed method for Hixon to participate in the
Wilofire well and will ca&ll vou just as scon as I have
that information,

I wouldé recuest that we continue the Eixon case
until the March 2nd hearing and hopefully by then we will
be able to resoclve this matter.

Pest rgeards
s eaa s

f"\/} \ { ’-04....’.../

h; ThomasﬁKe} ahin
WTK:ca '
Enc.

cc: Frank Syfan, Esqg.
Ken Mueller
Allen Tubb, Esqg.



KELLAHIN, KELLAHIN AND AUBREY
Attorneys at Law

W, Thomas Kellabin B! Patio - 117 North Guadalupe Telepbone 982-428%
Karen Aubrey Post Office Box 2265 Aren Code SO0S
Jason Kellahin Santa Fe, New Mexico 87504-2265

Of Counvel

Februery 9, 1986

Fr., William J. LeMay

01l Conservation Divisicn
P. O. Rox 2£88

Santa Fe, New Mexico 87504

Re: Application of Sun Exploration and
Production Company for Compulsory Pooling
for the wWildfire Well, Gavilan Mancos
0il Pool

Dear Nr. LekNay:

On behalf of Sun Exploration and Preducticn Company,
rlease find enclosed c¢ur application for compulscry
poecling for the wildfire Well #1 in Section 26, T2€N,
R2%W, Rio Arriba County, New Mexico. This cese involves
the sazme subject matter as the Hixon Case 8295 set for
heering on February 17, 1988. We would reguest that the
Bixon case be continued ancé consolidated with this case.

The feollowing is a sucgested advertisement for this
case:

Aprplicaticn cf Sun Exploration and Producticn
Cormpany for an order pooling all mineral interests in the
Gavilan-Mancos (©0il Pocl underlying a certain 64€-acre
tract of land in Rio Arriba County, Iew Hexico.
Epplicant in the &bove-styled cause, =c=eeks an order
pooling all mineral interests in the Gavilan-Mancos 0il
Pool underlying all of Section 26, Township 26 North,
Eange 2 West, to form a standerd 64f-acre o0il spacinc and
proration unit in seid pcol. Said unit 1is to be
Gecicate¢ to the Sun Exploretion and Production Company
Wildfire Well Ko. 1 in Unit K of said Section 26 which is
presently completed in end producing from the Gavilan-
Mancos Cil Fool, Elso to be considered will be the
nethod for cost allocation and participation thereof as
vell as actval opereting costs and charges for
superviesion, Applicant further reguests that €un
Exploretion &and Froduction Company remain as operator of



KELLAHIN, KELLAHIN & AUBREY

Mr., William J. LelMay
February 9, 1988
Page 2

the well and that the effective date of any order issued
in the case be retroactive to June 8, 1¢87., Szid well is
located approxinately 4.5 miles east-northeast of Cjitos
Fest Office.

Very tqcry yC

W. Thomas

WTK:ca
Enc,

cc: Mr., Ken Mueller
Sun Exploraticn and Froduction Company
Cherry Creek Place
3151 South Vaughn Way
Aurora, Colorado B86Z14

Allen Tubb, Esqg.
Sun Exploration & Production Company

Four North Park East
Dallas, Texas 75231

"Certified Return-Receipt Reguesteg”

All Parties Listed in Application



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN TBE METTER OF THY AFPLICATIOKR

OF SUN EXPLOEATION AND PRCDUCTICON

COMFARY FOR COMPULSORY

RIO ARRIEA COUNTY, NEW KEXICO. CASE KO.

APPLICATIION

Comes now SUN EXPLORATION AKD PRODUCTION COMPAKNY, by
and through its attcrneys, Kellahin, FKellahin & 2ubrey
and in accordance with Secticn 7€-2-17(c) KMSA-1978
applies to the New Kexico 0il Cosnervation Division for
an order pooling &ll minerel interest in the Gavilan
Fancos 0il Pool underlying Section 26, T26¥, R2W, KHPF,
Rio Arriba County, Kew Mexico to form a 64€-acre coil
spacing and prqration tnit in said pool to be dedicated
tce the Sun Expleration and Froducticn Company Wildfire
Well No. 1 located in Urnit N of szid Section 26 which is
presently being completed for production from the Gavilan
Mancos 0il Pool and dedicated to & previously approved
32p acre non-standard oil spacing and preration unit as

promulgated by Rule 2(a) of Division Order R-7487-E, and

in support thereof would show:



l. Applicant 1is the operator of the Wildfire Well
No. 1 located in Unit N of Section 26, T26N, R2W, NKMPM,
Rio Arriba County, New Mexico.

2. Applicant has drilled its Wwildfire Well in
Section 26 and is in the process of completing and
testing the subject well.

3. Applicant cseeks to dedicate all cf Section 26,
being 646 acres, to the well with respect to production
from the Gavilan Mancos 0il Pool,

4. The New Mexico 0il Conservation Commicssion
issued Order R-7407-E effective June 8, 1987 provides for
640 acre spacing and proration units for the Gavilan
Mancos 0il Pool.

5. Hixon Development Company is & working interest

cwner in the E/2 of szid Section 26 and has filed an

j 'Y

aprlication with the 0il Conservation Divisicn which is
docketed as Division Case 9295 seeking the approval of a
32@-acre non-standsrd oil vproration and spacing unit
concsisting of the E/2 of seid Section 26.

6. Sun is seeking the voluntary agreement from ali
mineral interect owners in Eecticn 26 for the
participation iﬁ the Wildfire Well and the formation of e
64¢ acre unit for the subject well but has been unable to
reach an agreenent with all parties on the method for

participation in the Wildfire VWell.



7. Applicant eeeks to have this matter heard at the
Examiner's hearing now scheduled for March 2, 1987 &nd
further seeks that the Eixcn Case 9295 now set for
Febrvary 17, 1988 be continued and consolidated for
hearing on the samne docket with the Sun application.

8. That the parties listed in Exhibit 2 attached
hereto have been provided with a copy of this application
as notification of the application and request for
hearing pursuant to Division notice rules.

9. The pooling of all the Gavilan Mancos O0il
interest underlying Secticn 26 will prevent the drilling
of unnecessary wells, prevent wacte, and protect
correlative rights,

WHEREFORE, applicant requests that this applicaticn
be set for hearing befcre the duly eppointed Divisicn
exariner on March 2, 1988 and that efter hearing the
Division enter its order pocling the mineral interest
described herein. Applicant further seeks that it be
named operator ©o©f the well, that the order make
.provisions for applicant to recover reasonable
compensation for the investment made on behalf of the
mineral owners in Secticn 26, and that the effective date
of the allocation of production be Jure 8, 1987, and that
if after the election period expires, any party who has

failed to pay ite fair shere of the perticipation ccsts



be assessed a risk factor in the amount of 20P% and for

such other and further relief as may be proper.

Respectfully submitted,

S HANS

W. Thomas Rel‘la/nin-, Esq.

P. O. Box 2265
Santa Fe, New Mexico 87504
Attorneys for Sun
Exploration and Production
Company



EXHIBIT

Hixon Development Company
Attn: Mr. Aldrich L. Kuchera
Box 2810 o '
Farmington, New Mexico 87401

Dugan Production Corporation
Attn: Mr. John Roe

P. 0. Box 208

Farmingotn, New Mexico 87401

IIA"
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Sun Production
Operations Civision
Rocky Mountain Cistric:

Sun Exploration and
Preduction Company
PO Box 5840

Terminal Anrex

Cenver CO80217-3240
303696 3500

February 1, 1988

Hixon Development Co.

P.C. Box 2810
Farmington, New Mexico 87499

Attention: Aldrich Kuchera
Dear Mr. Kuchera:

I am in receipt of your letter concerning the Wildfire Well Mo. 1,
Section 26, T26N, R2W, Rio Arriba Co., New Mexico. I understand
your proposal is to apply for a non-standard 320 acre proration
unit consisting of the E/2 of section 26 this Wednesday,
February 3, 1988. Alternative proposal is to pay $183,333.33 for a
50% W.I. in the Wildfire No. 1 ard contribute the 320 acre E/2 of
section 26 to a 640 acre proration unit.

I am in the process of evaluzting your offer. Should Sun decide to
accept, & Joint Operating Agreement between Sun {as operator of the
W/2) and all working interests in the E/2 will be needed.

Sincerely, ‘
d
Zn %f«;/éﬁ/——'

1/Ken Mueller
District Reservoir Engineer

KM:rc

1P2/3030 - (1)



HixonDevelopment

January 21, 1988

Mr. William Branch

Manager, Acquisitions

Sun Exploration & Production Company
8150 North Central Expy.

P. 0. Box 2880

Dallas, TX 75221-2880

Subject: Wildfire Well No. 1
Section 26, T26N, R3W
San Juan Co., NM

Dear Mr. Branch:

This letter is in reference to your correspondence dated June 29,
1987 regarding the referenced well. It also concerns our letter to
Ms. Elisa Shea of your Denver office, a copy of which is enclosed.

We have reviewed this situation and feel that a possible alternative
to drilling the proposed infill well in section 26 would be for Hixon
Development Company et al to join with Sun and create a 640 acre
proration unit encompassing the entire section. This could be
accomplished by our purchasing a 507 working interest in the Wildfire
No. 1 "and at the same time contributing our half of the section to
your well.

In order to be equitable in joining our interests we are offering you
the same dollar amount per working interest percent that you offered
Hixon in your June letter, the only difference being that you were
offering to buy an overriding royalty interest with a reversion. We
have determined that a working interest percentage is equal to half
of the value of an override percentage. Thus your offer of
$22,000.00 for a 3.07 ORRI would be proportionate to $183,333.33 for
a 50.07 working interest.

Our hearing for the nonstandard location is scheduled for February 3,
1988, so if it is possible we would like to have some idea of what
your position on communitization is by then. If that is not possible
we can still communitize even though a non-standard proration unit
has been approved. This offer may be accepted in writing any time
until 4:00 p.m. MST February 19, 1988.

COMPANY

Purmingion, Ne




Mr. William Branch
January 21, 1988
Page 2

This

offer is made subject to the same six points included in your

letter, to wit:

I.

The effective date of the purchase shall be 7:00 a.m. on April
1, 1988. All operating and other costs and charges attributable
to the Subject Properties prior to the effective date shall
remain your responsibilty. Taxes and other like charges shall
be prorated as of the effective date of the purchase.

The closing of the sale shall take place within thirty (30) days
after Hixon notifies you that Hixon accepts your title. In the
event your title to any of the Subject Properties should fail,
Hixon shall have the right but not the obligation to close on
those properties whose title Hixon has approved and Hixon shall
reduce the purchase price by the amount allocated by it to the
properties whose title failed. 1In the event title should fail
as to a portion of any of the Subject Properties so that you are
unable to deliver to Hixon the billing and income interests
therein specified in Exhibit "A", Hixon shall have the right but
not the obligation to close on said property but shall reduce
the purchase price allocated by it in the proportion that the
amount of reduced income interest bears to the income interest
specified.

The purchase price shall be reduced by the amount of net income,
if any (being the proceeds from the sale of all production less
operating costs) received by you from the Subject Properties,
from and after the effective date. Within ninety days following
closing, or as soon thereafter as practical, an accounting and
adjustment between the parties will be made of all charges and
credits arising subsequent to the effective date and prior to
closing. However, neither party to this agreement shall be
absolved from 1liability should such accounting and adjustment
not be completed within said ninety-day period.

You shall forthwith furnish to Hixon copies of all leases,
abstracts of title, agreements and other documents and
correspondence, including prior title opinions, in  your
possession in any way affecting title to the Subject Properties.

At closing, you will deliver to Hixon assignments, bills of
sale, and other instruments, relating to or necessary to close
the sale of the Subject Properties, all to be in form and
content acceptable to Hixon. In such instruments you shall
warrant that you are the owner of the interests described
therein and have the right to sell same and that the Subject
Properties are free and clear of all 1liens, charges and
encumbrances of whatsoever kind and nature, including but not



Mr. William Branch
January 21, 1988
Page 3

limited to any federal or state refund obligations, excepting
only instruments presently of record creating royalty and
overriding royalty interests. On and after the closing, you
agree at Hixon's request, from time to time, to execute and
deliver such other and additional instruments, notices, releases
and other documents and to do all such other acts necessary to
fully accomplish Hixon's acquisition of the Subject Properties.

You shall continue to remain liable and shall indemnify Hixon
from and against any liability, loss, costs, claims, or damages
arising or accruing prior to the closing date, and such
indemnification shall be included in and shall be deemed to
apply to all assignments, transfers and other documents
conveying the Subject Properties to Hixon.

To accept this offer, please return one executed copy of this letter

to

Hixon to my attention. Upon your acceptance, this letter shall

constitute a contract of purchase and sale binding upon the parties
hereto and their respective successors and assigns.

Very truly yours,

HIXON DEVELOPMENT COMPANY

(oot LEotoon

Aldrich L. Kuchera
President

JCC/ple

Accepted and Agreed to this day

of

, 1988,

SUN EXPLORATION & PRODUCTION COMPANY

By:

Title:



W

HixonDevelopment

December 29, 1987

Ms. Elisa Shea S

Sun Exploration & Production Company
1801 Broadway, Suite 1000

Denver, Colorado 80202

Subject: Non-standard Proration Unit
Joe Whitney #1 Well
990' FNL, 890" FEL
26-T26N-R2W, N.M.P.M.
Rio Arriba County, New Mexico

Dear Ms. Shea:

Hixon Development Company requests a waiver from your company
to drill and complete the subject well in a non-standard
proration unit offsetting your existing leases. The request
is made per NMOCD Order R7407E which established 640 acre
spacing for the Gavilan Mancos pool. The Order requires that
all non-standard proration units be approved after a hearing
before the commission.

Please find three enclosures with this letter. The first is
a plat showing Gavilan Mancos pool wells and stepouts in the
vicinity of our proposed location. The second two are
waivers stating that you approve of our nonstandard proration
unit.

We respectfully request that you sign both waivers and return
them in the enclosed postpaid envelope. If you object to the
proposed location, please provide a letter to this office
stating your reason.

Thank you for your prompt attention to this matter.

Very truly yours,

LKML &‘G\k |

Charles Orin Foster
Vice President - Land

COF/das

Enclosures

COMPANY
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June 29, 1987 214891 1500

Hixon Development Company _ )
34+-Mitan-Building S o/ 4 L ECAT DR L
SamAntonte—rexas—8265-1603 .
S Fm IR F7EC S
Josny T, ME

PRt Re: RA-25-87

Gavilan Field

Rio Arriba County, New Mexico

Gentlemen:

Sun Exploration and Production Company ("Sun") desires to purchase all
of your right, title and interest in the properties described on Exhibit
"A" attached hereto and made a part hereof, along with all of your right,
title and interest in the wells, equipment, personal property, and ease-
ments in connection therewith,

Providing you own not less than the Billing and Income Interest set
forth in Exhibit "A" and subject to the terms and conditions set forth
below, Sun will pay you, at the closing, the sum of $22,000.00 for
all your right, title and interest in and to the Subject Properties.

Our agreement shall be subject to the following:

1. The effective date of the purchase shall be 7:00 a.m. on July 1, 1987,
A11 operating and other costs and charges attributable to the Sub-
ject Properties prior to the effective date shall remain your
responsibility. Taxes and other like charges shall be prorated as
of the effective date of the purchase.

2. The closing of the sale shall take place within thirty (30) days
after Sun notifies you that Sun accepts your title. In the event
your title to any of the Subject Properties should fail, Sun shall



have the right but not the obligation tc close on those properties
whose title Sun has approved and Sun shall reduce the purchase price
by the amount allocated by it to the properties whose title failed.
In the event title should fail as to a portion of any of the Subject
Properties so that you are unable to deliver to Sun the billing
and income interests therein specified in Exhibit “A," Sun shall
have the right but not the obligation to close on said property
but shall reduce the purchase price allocated by it in the
proportion that the amount of reduced income interest bears
to the income interest specified.

3. The purchase price shall be reduced by the amount of net income, if
any (being the proceeds from the sale of all production less
operating costs) received by you from the Subject Properties, from
and after the effective date. Within ninety days following closing,
or as soon thereafter as practical, an accounting and adjustment
between the parties will be made of all charges and credits arising
subsequent to the effective date and prior to closing. However,
neither party to this agreement shall be absolved from liability
should such accounting and adjustment not be completed within said
ninety-day period.

4, You shall forthwith furnish to Sun copies of all leases, abstracts
of title, agreements and other documents and correspondence,
including prior title opinions, in your possession in any way
affecting title to the Subject Properties.

5. At closing, you will deliver to Sun assignments, bills of sale,
and other instruments relating to or necessary to close the sale of
the Subject Properties, all to be in form and content acceptable to
Sun. In such instruments you shall warrant that you are the owner
of the interests described therein and have the right to sell same
and that the Subject Properties are free and clear of all 1liens,
charges and encumbrances of whatsoever kind and nature, including
but not limited to any federal or state refund obligations, excep-
ting only instruments presently of record creating royalty and
overriding royalty interests. On and after the closing, you agree
at Sun's request, from time to time, to execute and deliver such
other and additional instruments, notices, releases and other
documents and to do all such other acts necessary to fully
accomplish Sun's acquisition of the Subject Properties.

6. You shall continue to remain liable and shall indemnify Sun from
and against any liability, loss, costs, claims, or damages arising
or accruing prior to the closing date, and such indemnification
shall be included in and shall be deemed to apply to all assign-
ments, transfers and other documents conveying the Subject Proper-
ties to Sun,

RA/T1/GAVILAN/HIXON



This offer shall be open for acceptance up to but not after July 21,
1987 at 4:00 p.m., Dallas, Texas time, and if your acceptance is not
received by such time, this offer shall be null and void unless extended
by mutual agreement,

To accept this offer, please return one executed copy of this letter to
Sun to my attention. Upon your acceptance, this letter shall constitute
a contract of purchase and sale binding upon the parties hereto and their
respective successors and assigns.

Very truly yours,
SUN EXPLORATION AND PRODUCTION COMPANY

(ihther &, ot

William H. Branch
Manager, Acquisitions

Accepted and Agreed to this day
of . 19 .

HIXON DEVELOPMENT COMPANY

By:

Title:

RA/11/GAVILAN/HIXON



EXHIBIT "A" |
To Letter Agreement dated June 29, 1987

Between

HIXON DEVELOPMENT COMPANY

And

SUN EXPLORATION AND PRODUCTION COMPANY

SUBJECT PROPERTIES:

A1l of your right, title and interest in the leases located in Rio Arriba
County, New Mexico,, more particularly described below, along with all
of your right, title and interest in the wells, equipment, personal
property and easements in connection therewith:

Working Income
Unit Interest Interest
Wildfire #1 Unit : -0- BPO .03000000 ORRI
W/2 of Section 26-26N-2W .24000000 APO ,19200000 ESTIMATED

RA/11/GAVILAN/HIXON



APPROVAL--CERTIFICATION--DETERMINATION

Pursuant to the authority vested in the Secretary of the Interior, Section
17(j) of the Mineral Leasing Act of 1920, as amended (74 Stat. 784; 30 U.S.C.
226(j), and delegated to the District Manager, U.S. Bureau of Land Management,

I do hereby:

A.

Approved:

Approve the attached communitization agreement covering, Wk
Section 26, T. 26 N., R. 2 W., Rio Arriba County, New Mexico as
to crude oil and associated natural gas producible from the
Gallup and Dakota Formation.

Determine that the Federal lease or leases as to the lands
committed to the attached agreement cannot be independently
developed and operated in conformity with the well-spacing
program established for the field or area in which said lands

are located, and that consummation and approval of the agreement
will be in the public interest,

Certify and determine that the drilling, producing, rental,
minimum royalty and royalty requirements of the Federal lease or
leases committed to said agreement are hereby established,
altered, changed, or revoked to conform with the terms and
conditions of the agreement.

FEB 6 1987 )éz » / W

Jor Dizyrlct Madiger/

Bureau(/of Land Management

EFFECTIVE: November 1, 1986

CONTRACT NO.:

NMO15P35-87C-325



COMMUNITIZATION AGREEMENT

THIS AGREEMENT entered into as of the 1st day of November, 1986, by and between
the parties subscribing, ratifying, or consenting hereto, such parties being
hereinafter referred to as "parties hereto".

WITNESSETH:

WHEREAS, the Act of February 23, 1920 (4! Stat. 437), as amended by the Act of
August B, 1946 (60 Stat. 930; 30 U.S.C. Secs. 181 et. seq.) authorizes communitiza-
tion or drilling agreements communitizing or pooling a Federal oil and gas lease, or
any portion thereof, with other lands, whether or not owned by the United States,
when separate tracts under such Federal lease cannot be independently developed and
operated in conformity with an established well-spacing program for the field or
area and such communitization or pooling is determined to be in the public interest:
and

WHEREAS, the parties hereto own working, royalty or other leasehold interests,
or operating rights under the oil and gas leases and lands subject to this agreement
which cannot be independently developed and operated in conformity with the well-
spacing program established for the field or area in which said lands are ‘located;
and

WHEREAS the parties hereto desire to communitize and pool their respective
mineral interest in lands subject to this agreement for the purpose of developing
and producing communitized substances in accordance with the terms and conditions of
this agreement:

NOW, THEREFORE, in consideration of the premises and the mutual advantages to
the parties hereto, it is mutually covenanted and agreed by and between the parties
hereto as follows:

1. The lands covered by this agreement <(hereinafter referred to as
"communitized area") are described as follows:" '

Township 26 North, Range 2 West, N.M.P.M.
Section 256: W/2
Rio Arriba County, New Mexico

Containing 320 acres, more or less, and this agreement shall
include only the Gallup and Dakota formations underlying said
lands and the crude o0il and associated natural gas, hereinafter
referred to as "communitized substances", producible from such
formations.

This agreement shall apply to the Gallup and Dakota formations in the same manner as
though a separate agreement for each formation had been entered into.

[;}léff{ff7-&

!
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Attached hereto, and made a part of this agreement for all purposes is
Exhibit B, designating the operator of the communitized area and showing
the acreage, percentage and ownership of oil and gas interests in all lands
within the communitized area, and the authorization, if any for communiti
zing or pooling any patented or fee lands within the communitized area.

All matters of operation shall be governed by the operator under and
pursuant to the terms and provisions of this .agreement. A successor
operator may be designated by the owners of the working interest in the
communitized area and three (3) executed copies of a designation of
successor operator shall be filed with the Authaorized Officer,

Operator shall furnish the Secretary of the Interior, or his authorized
representative, with a log and history of any well drilled on communitized
area, monthly reports of operations, statements of oil and gas sales and
royalties and such other reports as are deemed necessary to compute monthly
the royalty due the United States, as specified in the applicable oil and
gas operating regulations.

The communitized area shall be developed and operated as an entirety, with
the understanding and agreement between the parties hereto that all
communitized substances produced therefrom shall be allocated among the
leaseholds comprising said area in the proportion that the acreage inte-
rest of each leasehold bears to the entire acreage interest committed to
this agreement.

(a) The royalties payable on communitized substances allocated to the
individual leases comprising the communitized area and the rentals provided
for in said leases shall be determined and paid on the basis prescribed in
each of the individual leases. Payments of rentals under the terms of
leases subject to this agreement shall not be affected by this agreement
except as provided for under the terms and provisions of said leases or as
may herein be otherwise provided. Except as herein modified and changed,
the oil and gas leases subject to this agreement shall remain in full force
and effect as originally made and issued.

(b) It is agreed that for any Federal lease bearing a sliding- or step-
scale rate of royalty, such rate shall be determined separately as to
production from each communitized agreement to which such lease may be
committed, and separately as to any noncommunitized lease production,
provided, however, as to leases where the rate of royalty for gas is based
on total lease production per day, such rate shall be determined by the sum
of all communitized production allocated to such a lease and any noncommu-
nitized lease production.



10.

There shall be no obligation on the lessees to offset any well or wells
completed in the same formation(s) as covered by this agreement on separate
component tracts into which the communitized area is now or may hereafter
be divided, nor shall any lessee be required to measure separately commu-
nitized substances by reason of the diverse ownership thereof, but the
lessees hereto shall not be released from their obligation to protect said
communitized area from drainage of communitized substances by a well or
wells which may be drilled offsetting said area.

The commencement, completion, continued operation or production of a well
or wells for communitized substances on the communitized area shall be
construed and considered as the commencement, completion, continued ope~-
ration or production on each and all of the lands within and comprising
said communitized area, and operations or production pursuant to this

agreement shall be deemed to be operations or production as to each lease
committed hereto.

Production of communitized substances and disposal thereof shall be in

.conformity with allocation, allotments, and quotas made or fixed by any

duly authorized person or regulatory body under applicable Federal or
State statutes. This agreement shall be subject to all applicable Federal
and State laws or executive orders, rules, and regulations, and no party
hereto shall suffer a forfeiture or be liable in damages for failure to
comply with any of the provisions of this agreement if such compliance is
prevented by, or if such failure results from, compliance with any such
laws, orders, rules, or regulations.

This agreement is effective November 1, 1986 upon execution by the neces-
sary parties, notwithstanding the date of execution, and upon approval by
the Secretary of the Interior or by his duly authorized representative, and
shall remain in force and effect as to the Gallup and Dakota Formations
individually for a period of 2 years, and so long thereafter as communi-
tized substances are, or can be, produced in paying quantities from commu-
nitized formations or formation: Provided, that prior to production in
paying quantities from the communitized area and upon fulfillment of all
requirements of the Secretary of the Interior, or his duly authorized
representative, with respect to any dry hole or abandoned well, this
agreement may be terminated at any time by mutual agreement of the parties
hereto. This agreement shall not terminate upon cessation of production

- if, within sixty (60) days thereafter, reworking or drilling operations
~on the communitized area are commenced and are thereafter conducted with

reasonable diligence during the period of nonproduction. The two-year
term of this agreement will not in itself serve to extend the term of any
Federal lease which would -otherwise expire during said period.

1!
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lel

13.

14.

15.

The covenants herein shall be construed to be covenants running with the
land with respect to the communitized interests of the parties hereto

and their successors in interest until this agreement terminates and any
grant, transfer, or conveyance aof any such land or interest subject hereto,
whether voluntary or not, shall be and hereby is conditioned upon the
assumption of all obligations hereunder by the grantee, transferee, or
other successor in interest, and as to Federal land shall be subject to
approval by the Secretary of the Interior.

It is agreed between the parties hereto that the Secretary of the Interior,
or his duly authorized representative, shall have the right of supervision
over all operations within the communitized area to the same extent and
degree as provided in the oil and gas leases under which the United States
of America is Lessor and in the applicable oil and gas requlations of the
Department of the Interior.

This agreement shall be binding upon the parties hereto and shall extend
to and be binding upon their respective heirs, executors, administrators,
successors and assigns.

This agreement may be executed in any number of counterparts, no one of
which needs to be executed by all parties, or may be ratified or consented
to by separate instrument, in writing, specifically referring hereto, and
shall be binding upon all parties who have executed such a counterpart,
ratification or consent hereto with the same force and effect as if all
parties had signed the same document.

Nondiscrimination: In comnection with the performance of work under this
agreement, the operator agrees to comply with all of the provisions of
Section 202(1) to (7) inclusive, of Executive Order 11244 (30 F.R. 12319},

. as amended, which are hereby incorporated by reference in this agreement.

' A



IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the
day and vyear first above written and have set opposite their respective names the

date of execution.

WORKING INTEREST OWNERS.

DATE:____November 5, 1986

DATE: November 5, 1986

i —— . i S e . e = b e e e . e . e S e e e

-———————— T > o T —— i} - ————— i~ — - ——

DATE:

3

DATE:

Kindermac Partners

Michael W. Murphy

By:




ACKNOWLEDGEMENTS

STATE OF COLORADO )
) ss.

COUNTY OF ARAPAHOE )

On this 5th _ day of _November = 1986, hefore me personally appeared
McHugh to me known to be the person who executed the foregoing instrument

Jerome P.
as attorney-in-fact for and in behalf of Kindermac Partners, a Colorado general
parfneréhip, and acknowledged that he executed the same as the frees act and deed of
v sab Kxndermac Partners. .
'\,‘
? - *r<>o4N NLTNESS WHEREOF, I hereunto set my hand and official seal.
ﬂ UJJP o N i%\
Lvalt s ".9 S S (G S B A = ..8.‘. - _Q«.:L.A—-
*wf‘op *CL e Randi E. Martin, Notary Public
" in and for said County and State

o - A Address: 650 S. Cherry St.
Denver, CO 80222

N My commission expires: 9-26—-90
STATE OF COLORADO )
) ss.
COUNTY OF ARAPAHOE )
On this 5th _ day of November , 1984, before me personally appeared
Jerome P. McHugh, to me known to be the person who executed the foregoing instrument
Inc.,. and acknowledged that he

as President for and in behalf of Nassau Resources,

o
R IN HPTNESS WHEREOF, I hereunto set my nanrd and official seal.
Pow \QTAf) g
N %gm&
E b L ":""}—’_)- --------
".: L:“. AUBL\Q’ - . Randi E. Martin, Notary Public
a . ‘ . in and for said County and State
N s Address: 650 S. Cherry St.
T Denver, CO 80222

9-26~-90

My commission expires:

?



IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the
.day and vyear first above written and have set opposite their respective names the
date of execution.

HORKING INTEREST OWNERS®

Kindermac Partners,
a Colorado General Partnership

DATE: - November 5, 1986

R

paTE:__November 5, 1986

A3

DATE: November.ll, 1986

DATE: B

DATE: ______ - By:
Michael W. Murphy

DATE: By:




ACKNOWLEDGEMENTS

Ngy_ember____. 1986, by----Ihomas-L-Dugan. _________ _—
as i President for _____ DUGAN_PRODUCIION CORP. .
F AO!)

l
_\\0 thneé«avmy hand and official seal.

\ ) :
Fworay, ‘.l'-:-. R L
;i WO %EL odwu (b
*z By ‘ Madery ot

AN IUE' Lic _.-': Address: Farmington, NM
Ll S i '«?’ R
My"' fd‘mm&ﬁsmn exp1res. 11/13/89

lp,

r
.
e
-
)
.,

Sy
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IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the

.day and vyear first above written and have set opposite their respective names the

date of execution.

WORKING INTEREST OWNERS

Kindermac Partners,
a Colorado General Partnership

paTE: -_November 5, 1986 s@;ﬁ%_ . &-L ________
- e .

, Jero

- . \éfforney—ln—Fgat

(.

paTE: November 5, 1986

- W. E. Lang
DATE: - By: - -
Michael W. Murphy
DATE: ___ — - By:




ACKNOWLEDGEMENTS
ew Mexico
STATE OF ___ _ _________ )
) SS.
COUNTY OF San_Juan___ )
he foregoing instrument was acknowledged before me this _l2th day of
Novenbel e ety by, . Re.La_Andes _
Qg Soommmmmoomm—————e——ee for —--o--m-o e e er e —cc e ce e cem e mese——mne - .
Witness my hand and official seal.
T j
WRCES, Breacend Ao
b il Notary Public
§Fes Ly Address: 5004 Hallmarc
i v\OTAfi’y'-.
§ =_ My’ C'U(ﬂ'ml.SSI: Eexp1res. 3-28-87
' '-. UBL\ fo ::
’/ v o:". . .-‘. N
",’" (\\ ............ ® e o
", OF iENt Y
Hieangnst

Farmington, NM 87401



IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the
.day and vyear first above written and have set opposite their respective names the
date of execution.

WORKING INTEREST OWNERS.

Kindermac Partners,
a Coloradao General Partnership

DATE::_November 5, 1986

. . \ﬁfﬁérney—ln-Fg t

(.

-

DATE: Novembervs, 1986

N Dugan Production Corp.
DATE: BY e
. R. L. Andes
DATE: e BY S e e
- ~W. E. Lang

DATE:




ACKNOWLEDGEMENTS

STATE OF \’Y\u) WA

)
COUNTY 0&5&%‘*‘”\- )

SS.

The foregoing instrument was acknowledged before me this /_(__{{{_ day of
____________ , 1986, by___W. E. Lang
a§ ~mTmo s o emee——ee—e———e—oo for —ooemm e em—mee e mmeocmoco——ao oo .

Witness my hand and official seal.

& & Address:

;;f é(ﬂ§‘¥05@ission expires: 3- )/’f7

e e .
: k: N ,0"\CI :::




IN WITNESS WHEREOF, the parties hereto have executed this agreement as of
.day and year first above written and have set opposite their respective names the

date of execution.

WORKING INTEREST OWNERS

DATE: - _November 5, 1986

DATE: November_S, 1986

DATE:

DATE:

DATE:__ November 14, 1986

Kindermac Partrers,
a Colorado General Partnership

Byt e
R. L. Andes

B
W. E. Lang
By: __ -

- Michael W. Murphy

BWD/LLLM-ML%:__
i |



ACKNOWLEDGEMENTS

STATE OF _2°04wW80
SS.

Michael W. Murphy

November __ . 1986, by
XXXXX For OO0

Witness my hand and offitial seal.
%gﬂ ?éédét,

Ve ).“.‘.....‘ " , .
o .d ' Notary Pubfic
Address:

3:. X\O F/| ”? |
: KAY B. RISOR, Notary Public

'.. '0()]3 co&\mlssmn expires: UnmCounu,Arkgngas
. My Commission Expires Feb. 1, 1991
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RATIFICATION BY LESSEE OF RECORD

The undersigned acknowledges receipt of a copy of that certain Communi-

tization Agreement dated November 1, 1986, covering the W/2 of Section 24, Township

26 North, Range 2 West, N.M.P.M., Rio Arriba County, New Mexico, in which Nassau

Resources, Inc. is designated Operator, and pursuant to Paragraph 14 thereof, hereby

ratifies and consents to the same.

Date of execution: _November 5, 1986 Kindermac Partners,

a Colorado General Partnership

Attor ey—In Fact

STATE OF COLORADO )

) ss.,
COUNTY OF ARAPAHOE )

On this 5th day of _November _, 1986, before me personally appeared Jerome

P. McHugh, to me known to be the person who executed the foregoing instrument as
attorney-in-fact for and in behalf of Kindermac Partners, a Colorado

general
partnership, and acknowledged that he executed same as the free act and deed of said
kludenma; Partn9|=.
ICUC L )
%?,f 'IN’NITNESS WHEREOF, I hereunto set my hand and official seal.
:' \\ rTApb z ’: ‘ % E m_cg_»i.c\:\ B
‘.‘ —ed e T -= —_——
,n,”' -C i Randi E. Martin, Notary Public
) HAR in and for said County and State
'fp ,5- Address: 650 S. Cherry St.
Oz CO\"; ...

. Denver, CO B0222



RATIFICATION BY LESSEE OF RECORD

The undersigned acknowledges-receipt of a copy of that certain Communi-
tization Agreement dated November 1, 1986, covering the W/2 of Section 24, Township
26 North, Range 2 West, N.M.P.M., Rio Arriba County, New Mexico. in which Nassau
Resources, Inc. is designated Operator, and pursuant to Paragraph 14 thereof, hereby

ratifies and consents to the same.

Date of execution: November 5, 1986

STATE OF COLORADO )
) SS.
COUNTY OF ARAPAHOE )

On this 5th_ day of November_ __, 1986, before me personally appeared Jerome
P. McHugh, to me know to be the person who executed the foregoing instrument as
President for and in behalf of Nassau Resources, Inc., and acknowledged that he ex-
ecuted same as the free act and deed of said Nassau Resources, Inc.

ey
S,

[

:‘ fN'EFTNERSS WHEREQOF, ! hereunto set my hand and official seal.
)
. ‘AUTA’ﬂP =3 — W ___Efi_JCX}1:L¢‘Légg._
o P ot H Randi E. Martin, Notary Public
C/BL}\J i . in and for said County and State
RN o Address: 650 S. Cherry St.
”mf oLt Denver, CO B0222

-

My commission expires:__‘ 9-26-90




RATIFICATION BY LESSEE OF RECORD

The undersigned acknowledges receipt of a copy of that certain Communi-
tization Agreement dated November 1, 1986, covering the W/2 of Section 26, Township
26 North, Range 2 West, N.M.P.M., Rio Arriba County, New Mexico, in which Nassau
Resources, Inc. is designafed Operator, and pursuant to Paragraph 14 thereof, hereby

ratifies and consents to the same.

Date of execution:___11/11/86 Dugan Production Corp.

— sTATE oF NEW MEXICO

COUNTY OF ___SAN_JUAN )

On this 11th day of _November __, 1986, before me personally appeared
Thomas_A. Dugan, President to me known to be the person who executed the foregoing

Lqéfrqmgnt and acknowledged that he executed same as his free act and deed.
Sl VLU

P.‘ L VRTINS -_.‘:.;. L

TS = INCWITNESS WHEREOF, I hereunto set my hand and official seal.

SN e ‘I
&\\OIA,?)’

- am

RYILITS

lud Y. Goden b

Notldry blic
in and for said County and State
Address: Farmington, NM




RATIFICATION BY LESSEE OF RECORD

The undersigned acknowledges receipt of a copy of that certain Communi-
tization Agreement dated November 1, 1984, covering the W/2 of Section 25, Township

26 North, Range 2 West, N.M.P.M., Rio Arriba County, New Mexico, in which Nassau

Resources, Inc. is designated Operator,’ and pursuant to Paragraph 14 thereof, hereby

ratifies and consents to the same.

Date of execution:_A/p_M‘___[Z_;_fé R. L. .Andes

Il

STATE OF New Mexico )

———— — — - e o . . e

COUNTY OF San Juan )

____________ , 1986, before me personally appeared
____R., L. Andes __________ , to me known to be the person who executed the foregoing
instrument and acknowledged that he executed same as his free act and deed.

‘“nuu‘l llu,'

« " IN WITNESS WHEREOF, I hereunto set my hand and official seal.
\\\“‘ v‘. C E 8 ""r

(J

o vvisean, & p %,
§ (3:_.-"’ ] ,/?4 3 X
- s . Yt v
R e < A N
N wo 4’?}‘3 z Notdry Public
'.‘:.. /.)U"":". (‘. ; ! 1t anc o 22:d Jounmity enc TUote
5L>a BLI- S Address: 5004 Hallmarc
)""'\"-. LR N
g 3

N, . PO BN

>
~

e ettt ) . -28-
", e MY commission expxres:__3_.3_8__8"__7 __________
. 1y cor

’ I"‘l ||I"n""\\.

Farmington, NM 87401



RATIFICATION BY LESSEE OF RECORD

~~The undersigned acknowledges receipt of a copy of that certain Communi-
tization Agreement dated November 1, 1986, covering the W/2 of Section 26, Township
26 North, Range 2 West, N.M.P.M., Rio Arriba County, New Mexico, in which Nassau
Resources, Inc. is designated Operator, and pursuant to Paragraph 14 thereof, hereby

ratifies and consents to the same.

Date of execution: L=/~ ﬁé_ W. E. Lang

By: 46/’ Z__:Zéb-t g
staTE OF ) MeA A
)

W. E. Lang , to me known to be the person who executed the foreqcing

——— > -t v 2 = o e

instrument and acknowledged that he executed same as his free act and deed.

. L
¢t Lge, . IN WITNESS WHEREOF, I hereunto set my hand and official seal.

D

2 v - s -
o -, ) - ;
AN LA S éé’??.t&éf?-)m__f_%%?fi_
T Y e e, |t ' Notar< Public
ﬂug\.,\:‘ : ‘ v ans faor dzad Courte andg whals
. o ol Address:



- ”
.

RATIFICATION BY LESSEE OF RECORD

The-undersigned acknowledges receipt of a copy of that certain Communi-
tization Agreement dated November 1, 1986, covering the W/2 of Section 24, Township
2b North, Range 2 West, N.M.P.M., Rio Arriba County, New Mexico, in which Nassau

Resources, Inc. is designated Operator, and pursuant to Paragraph 14 thereof, hereby

——

ratifies and consents to the same.

Date of execution:__November 14, 1986 Michael W. Murphy

™R
STATE OF _ARKANSAS _ )
)
COUNTY OF yy_Igy ______ )
On this llnth day of November __, 1986, before me personally appeared
1_‘1}53?99_1__‘_‘]__31}15.?11}' _________ , to me known to be the person who executed the foregoing

instrument and acknowledged that he executed same as his free act and deed.

IN WITNESS WHEREOF, I hereunto set my hand and official seal.

1 B 4
sl A _
s " "SU n 9/ .
.'. :.. ‘ G T’(“ .: " ’ ':. - —%/_ ------------------------
P \ - /?)_ PR Nota F’UbllC
= .’.)O i F troanc Yo ozaid Counly ang wtats
TR N N RS Addres

My commtss.mh explres KAY B. RISOR, Notary Public
Lo Union County, Arkansas
My Commission Expires Feb. 1, 1991



EXHIBIT "A"

Plat of Communitized Area covering the _ W/2 of Section _ 26 ,
Township 26 North, Range 2 West, NMPM, Rio Arriba

County, New Mexico.

{
{
{
1
: Tract 2
. |
Wildfire #1—1 So¢
: {
‘ R
b e
Well Location: SE/4SW/4-Sec. 26-T26N-R2W Communitized Area:
Working Interest Owners: 8PO APO
Kindermac Partners . 100% 66.25%
Dugan Production Corp. - =0~ 15.00%
R. L. Andes -0- - : 9.00%
—4, E. Lang -0- 6.00%
lichael W. Murphy -0- 3.75%

100% 100.00%



EXHIBIT “B*

To Communitization Agreement dated November 1, 1986.

Communitized Area: Township 25 North, Range 2 West, N.M.P.M,
Section 26: W/2 .
Rio Arriba County, New Mexico
Containing 320 acres, more or less

Operator of Communitized Area: Nassau Resources, Inc.

Description of Leases Committed:

Jract 1:

Lessor: ' U.S5.A. NM-7993

tessee of Record: Dugan Production Corp.

Date of Lease: November 1, 1976

Term: 10 years

Description of Lands Township 256 North, Range 2 West, N.M.P.M.
Committed: Section 26: NW/4, N/2SW/4
Number of acres: 240

Names and Percentages of Dugan Production Corp. $S0.00%
Working Interest Owners: R. L. Andes 30.00%

W. E. Lang 20.00%

Names and Percentages of Billie Robinson 7.30%

ORRI Owners:



EXHIBIT "B*
Tract 2:
Lessar: U.5.A. NM-28811
Lessee of Record: Michael W. Murphy
Date of Lease: November 1, 19746
Term: 10 years
Description of Lands Township 26 North, Range 2 West, N.M.P.M.
Committed: Section 26: S/2SW/4
Number of acres: 80
Names and Percentages of Michael W. Murphy 100.00%
Working Interest Owners:
Names and Percentages of Charles Meeker and &.25%
ORRI Ouwners: Charles F, Niemeth
RECAPITULATION
Number of Acres Percentage of Interest
Tract No. - Committed : in Communitized Area
1 240 75%
2 80 25%

320 100%



*¥Pooling Clause:

Lessee is hereby granted the right and power to pool or combine the acreage covered
by these leases, or any portion thereof, with other land, lease or leases in the
vicinity thereof at any time and from time to time, whether before or after produc-
tion, when in Lessee's judgment it is necessary or advisable to do so for the
prevention of waste and the conservation and greatest ultimate recovery of oil and
gas. Such pooling shall be into a unit or units not exceeding in area the acreage
prescribed or required in any Federal or State law, order, rule or requlation for
the drilling or operation of one well, or for obtaining the maximum allowable
production from one well, or 40 acres for the production of oil or 640 acres for the
production of gas, whichever is the larger, plus a tolerance over the maximum area
of 40 acres for the production of oil or 640 acres for the production of gas to in-
clude additional acreage in any irregular governmental subdivision or lot or portion
thereof. Such pooling shall be effected by Lessee's executing and filing in the of-
fice where this lease 1is recorded an instrument identifying and describing the
pooled acreage. The production of pooled substances and development and operation
on any portion of a unit so pooled, including the commencement, drilling, completion
and operation of a well thereon, shall be considered and construed, and shall have
the same effect, except for the payment of royalty, as production, development and
operation on the leased premises under the terms of this lease. The royalties
herein provided shall accrue and be paid to lLessor on pooled substances produced
from any unit in the proportion, but only in the proportion, that Lessor’'s acreage
interest in the land covered hereby and placed in the wunit bears to the total
acreage in the land placed in such unit.

451784,

FILED IN THE COUNTY,
CLERK'S OFFICE
At 1132 ocrock ._Stm
T Book. ./l & Paq&é’//‘ (L35

P2 FEB 181987

%\.‘;P\-’ E JOSE E. ATENCIO

o 3 County Clerk Rio Amiba County

. . e New Mexdco
T By 7?@%“‘“49‘)‘ Deputy
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EXHIBIT "B"

Attached to and made a part of that certain Farmout
Agreement dated effective as of September 15, 1986,

by and between Michael W. Murphy, Farmor and Kindermac
Partners, Farmee.

OPERATING AGREEMENT
DATED

September 15 = 19 86

OPERATOR Massau Resourcose.toc. <4 4/

CONTRACT AREA Jownship 26 North, Range 2 West, N.M.P.M,

Section 3: N/2SE/4; Section 26: S/2SW/4

Containing 160 acres, more or less.

COUNTY ORCPXRIZM OF ___Rio Arriba STATE OF _New Mexico

COPYRIGHT 1982 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 2408 CONTINENTAL LIFE BUILDING,
FORT WORTH, TEXAS, 76102, APPROVED FORM.
A.A.P.L. NO. 610 - 1982 REVISED



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982\_

GUIDANCE IN THE PREPARATION OF THIS AGREEMENT:

1,

10.

11,

12.

13,

14,

15.

16.

17.

Title Page - Fill in blanks as applicable.

. Preamble, Page 1 - Enter name of Operator.

Article 11 - Exhibits:
(2) Indicate Exhibits to be attached.
(b) If it is desired that no reference be made to non-discrimination, the reference to Exhibit **F** should be deleted.

- Article 1IL.B. - Interests of Parties in Costs and Production - Enter royalty fraction as agreed to by parties.

. Article IV,A. - Titde Examination - Select option as agreed to by the parties.

Article IV.B. - Loss of Title - If **Joint Loss'* of Title is desired, the following changes should be made:

(a) Delete Articles [V.B.1 and IV.B.2

(b) Article IV.B.3 - Delete phrase ‘‘other than those set forth in Articles IV.B.1 and IV.B.2 above."’

{c) Article VILE. - Change reference at end of the first grammatical paragraph from *‘Article IV.B.2'" to ‘*Article [V.B.3.""

(d) Article X. - Add as the concluding sentence - **All claims or suits involving title to any interest subject to this agreement shall be
treated as a claim or a suit against all parties hereto.”’

. Article V - Operator - Enter name of Operator.

. Article VLA - Initial Well:

(a) Date of commencement of drilling.
(b) Location of well.
{c) Obligation depth.

. Article VI.B.2.(b) - Subsequent Operations - Enter penalty percentage as agreed to by parties.

Article VI.C. - Taking Production in Kind - If 2 Gas Balancing Agreement is not in existence nor attached hereto as Exhibit *'E*’, then use
Alternate Page 8.

Article VII.D.1. - Limitation of Expenditures - Select option as agreed to by parties.

Article VIL.D.3. - Limitation of Expenditures - Enter limitation of expenditure of Operator for single project and amount above which
Operator may furnish information AFE,

Article IX. - Internal Revenue Code Election - Delete this article in the event the agreement is a Tax Partnership and Exhibit *‘G*" is at-
tached. '

Article X. - Claims and Lawsuits - Enter claim limit as agreed to by parties.

Article XIII, - Term of Agreement:
(a) Select Opton as agreed to by parties.
(b) If Option No. 2 is selected, enter agreed number of days in two (2) blanks.

Article XIV.B - Governing Law - Enter state as agreed to by parties.

Signature Page - Enter effective date.

p—2
e Ll oy ageWithigeg oy oy pedbanted

corent when qutharized m wiiting by the

A an Ashun et of Potrueuza Landmen
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Article
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VI

VIIL
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IX.
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OPERATING AGREEMENT
' Sun/

THIS AGREEMENT, entered into by and between___N&558H-RESOUTTRS,, Inc.

‘ hereinafter designated and
referred to as “*Operator’*, and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein
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 interests in the land identified in
Exhibit **A’’, and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the
production of oil and gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

As used 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 limit the inclusiveness of this term is specifically stated.

B. The terms ‘*‘oil and gas lease’’, ‘’lease’” and ‘‘leaschold’” 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 lands, oil and gas leasehold interests and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas 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 state or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

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

G. The terms *‘Drilling Party'’ and *‘Consenting Party'’ shall mean a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agreement.

H. The terms ''Non-Drilling Party’’ and ‘'Non-Consenting Party’* shall mean a party who elects not to participate

in 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 II.
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
A A. Exhibit “*A"", shall include the following information:
(1) Identification of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.
Exhibit *‘B*'’, Form of Lease.
Exhibit *‘C"’, Accounting Procedure.
Exhibit *‘D’’', Insurance.
Exhibit ‘‘E’’, Gas Balancing Agreement.
Exhibit *'F**, Non-Discrimination and Certification of Non-Segregated Facilities.
Exhibit **G"’, Tax Partnership. ' i
If any provision of any exhibit, except Exhibits ‘‘E’* and “‘G", is inconsistent with any provision contained in@e body
N

0ROoRe0
ommDOw

of this agreement, the provisions in the body of this agreement shall prevail.

a0 cutharieed » wiitmy Ly %

{0 Asps ot o Petrglenn Lavdmon
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ARTICLE III.
INTERESTS OF PARTIES

A. Oil 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 manncr. the /Zames shall also own all production of oil and gas from the Contract Area subject to the
payment of royalties to the extent of of 8/8ths which shall be borne as hereinafter set forth.

Regardless of which party has contributed the lease(s) andlor oil and gas interest(s) hereto on which royalty is due and
payable, each party entitled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
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 settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable to
such higher price. ’

Nothing contained in this Article IlL.B. shall be deemed an assignment or cross-assignment of interests covered hereby,
C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any royalty,
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 shal! indemnify and hold the other parties hereto harmless from any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

If any party should hereafter create an overriding rayalty, production payment or other burden payable out of production
attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit **A"’, or
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
accepted obligation of all parties (any such interest being hereinafter referred to as ‘*subsequently created interest'® ircespective of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred
to as ‘‘burdened party'’), and:

1. If the burdened party is required under this agreement to assign or relinquish to any other party, or parties, all or & portion
of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment and/or
production free and clear 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 payment asserted by owners of the subsequently created interest;
and,

2. If the burdened party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of Article VII.B. shall be
enforceable against the subsequently created interest in the same manner as they are enforceable against the working interest of
the burdened party.

ARTICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling opcrad.fr‘; or, if
the Drilling Parties so request, title examination shall be made on the leases and/or oil and gas interests included, or planned to%s includ-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, ¢
royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases an
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lepss
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the po

made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Opent/f\ r shall
cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be fumi;be'd"lb" we party
hereto. The cost incurred by Operator in this title program shall be borne as follows: / ( ; i»g \ )

W a mns

AT Peital
O Option No. 1: Costs incurred by Operator in procuring abstracts and title examination (including prellmmq;y; ,sup i
shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provldeé et
and shall not be a direct charge, whether performed by Operator's staff attorneys or by outside attorneys. Coes

Ta el it Lt ek Pt §andiatern

R [ P SR LT Ay

.2.



[ - B B S O O O S

A LAV LA VA VA LA VA VA WA D DD S F O G VR VU ¥ W W W W W N R N R R N R R = et bt pmt pe b e e e e
3%&%&328%Esow\louhwmv—oom\lguﬁwu'-Oow\lgv‘bwNu—osm\‘a\u.bwm—o\om\‘a\uguumoo

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

ARTICLE IV
continued

X Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for title examination
(including preliminary, supplemental, shut-in gas royalty. opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to' the total interest of all Drilling Parties as such interests appear in Ex-
hibit **A*". Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
functions.

Each party shall be responsible for securing curative matter 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 conduct of hearings before governmental agencies for the securing of spacu\g or pooling orders.
This shall not prevent any party from appearing on its own behalf at any such hearing.

No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above
provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-
ticipate in the drilling of the well.

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest from that shown on Exhibit ‘*A’’, the party contributing the affected lease or interest shall have ninety (90)'days
from final determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject to Article VIILB., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil
and gas leases and interests: and,

{a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred,
but there shall be no additional liability on its part to the other parties hereto by reason of such title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has
been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost;

{c) If the proportionate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is
increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase in such in-
terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such
well; .

{(d) Should any person not a party to this agreement, who is determined to be the owner of any interest in the title which has
failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid ta the party or parties
who bore the costs which are so refunded;

(¢) Any liability to account to a third party for prior production of oil and gas which arises by reason of title failure shall be
borne by the party or parties whose title failed in the same proportions in which they shared in such prior production; and,

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

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shutin well
payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment,
which acquisition will not be subject to Article VIILB., the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

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

() Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of that portion of
oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, o

d@merut
\

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of
lost, for the privilege of participating in the Contract Area or becoming a party to this agreement.

3, Other_Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2, above, shall be |}
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining ¥
the Contract Area.
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ARTICLE V.
OPERATOR

" A. Designation and Responsibilities of Operator:

S e/
dassau Resources, Inc. 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 permitted and
required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shall
have no liability as Operator to the other parties for losses sustained or liabilities incurred, except such as may result from gross
negligence or willful misconduct.

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

L. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators,
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Ares, or is no longer capable of serving as
Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor, Operator
may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vate of two (2) or more Non-Operators owning a2 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 to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator st an earller
date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
porate name or structure of Operator or transfer of Operator’s interest to any single subsidiary, parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties 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 to
succeed itself, 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’’ 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:

All wells drilled on the Contract Area shall be drilled on 2 competitive contract basis at the usual rates prevailing in the ares. 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 nature.

ARTICLE VL.
DRILLING AND DEVELOPMENT

A. [Initial Well:

On or before the day of. , 19 , Operator shall commence the drilling of a well for
oil and gas at the following location:

Initial Test Well is covered by Article 2. in Farmout Agreement dated effective as of

September 15, 1986 to which this Operating Agreement is attached as Exhibit "B".

and shall thereafter continue the drilling of the well with due diligence to

event Operator shall be required to test only the formation or formations to which this agreement may apply. _ T:p
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ARTICLE V1
continued

I, in Operator’s judgment, the well will not produce oil or gz;s in paying quantities, and it wishes to plug and abandon the
well as a dry hole, the provisions of Article VI.E.1. shall thereafter apply.

B. Subsequent Operations:

1. Proposed Operations: Should any party hereto desire to drill any well on the Contract Area other than the well provided
for in Article VI.A., or to rework, deepen or plug back a dry hole drilled at the joint expense of all parties or a well jointly owned by all
the parties and not then producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation, If & 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 lega! holidays. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. Any notice or
response given by telephone shall be promptly confirmed in writing.

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the notice
period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,
for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such additional time is reasonably necessary to obtain
permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equipment, or to complete title ex-
amination or curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions of Article XI, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article VI.B.1. or VIL.D.}. (Option
No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party or parties
giving the notice and such other parties as shall elect to participate in the operation shall, within ninety (90) days after the expiration of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on location, as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Article V1.B.2., shall comply with all terms and con-
ditions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parties appraving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours
(exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party's interest as shown on Exhibit **A’’ or (b) carry its proportionate part of Non-Consenting Parties® interests, and
failure (o advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at its election, may withdraw such proposal if there is insufficient participation and shall promptly notify all pacties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involvegtin such
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consendgl:larda.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface locatig tat their
sole cost, risk and expense. If any well drilled, rewor:ked, deepened or plugged back under the provisions of this Article resultgt
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ARTICLEVI
continued

and the well shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking, deepening 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 to have relinquished to Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in proportion to 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, calculated at the well, or
market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-
terests not excepted by Article II.D. payable 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 welthead
connections (including, but not limited to, 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 continuing until 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 equipr.ncnt 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,
after deducting any cash contributions received under Article VII1.C., and _100_% of that portion of the cost of newly acquired equip-
ment in the well (to and including the wellhead 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 deepcning'of 2 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 {ull 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 well
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 VI.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 IIL.D.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, free
of cost, all casing, tubing and other 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
option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly bill-
iings. Each month thereafter, during the time the Consenting Parties 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 liabilities in-
curred in the operation of the well, together with a statement of the quantity of oil and gas produced from it and the amount ofproceeds
realized from the sale of the well's working interest production during the preceding month. In determining the quantity of §jl and gas
produced during any month, Consenting Parties shall use industry. accepted methods such as, but not limited to, metering d:ﬁperiodic
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any sucl by
which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unrety
of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall rev: g
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party. 0
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ARTICLE VI
continued

If and when the Consenting Parties 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 entitled to had it participated in the drilling, reworking, deepening or plugging
back of said well. Thereafter, such Non-Consenting Party shall be charged with and shall pay its proportionate part of the further costs of
the operation of said well in accordance with the terms of this agreement and the Accounting Procedure attached hereto.

Notwithstanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all parties, 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 Arsticle 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 VL.A. if it shall thereafter prove to be a dry hole or, if initially completed for pro-
duction, 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 V1.B.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 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-
ties.

4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a ‘‘deepening’’ operation shall
also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom 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 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 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 initial drilling of the well down to the depth at which the sidetracking operation is initiated.

{b) If the proposal is for sidetracking a2 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 sccordance with the
provisions of Exhibit *'C**, less the estimated 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 location, the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shall be allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each el ting par-
ty's interest as shown on Exhibit ‘A" bears to the total interest as shown on Exhibit ‘A"’ of all the electing parties. In aif:
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days. J

C. TAKING PRODUCTION IN KIND:

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas produced fr96 :
exclusive of production which may be used in development and producing operations and in preparing and (reatifigi
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or sepaa
party of its proportionate share of the production shall be borne by such party. Any party taking its share of prod_ :

ACErT witen Anttairee # woney by the

Arpricott Anzucist-ait ol Pelrcless Lunamen




O VOOV D WA =

VRV VIV RV IV IV IV IV Y -GS - S O O T T VPR W W W NN N NKNRN RN B — e e e - e
ax%gzgsg&sEg%mﬂOUbWN“O@m*‘gMﬁWN'—O\‘)tnﬂo«urwwu—oswﬂouauumoemﬂoubwwu—

i .
.

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

ARTICLE VI
continued

required to pay for only its proportionate share of such part of Operator's surface facilities which it uses.

Each party shall execute such division orders and contracts'as may be necessary for the sale of its interest in production from
the Contract Area, and, except as pravided 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 to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not
the obligation, to purchase such oil or sell it to others at any time and from time to time, for the account of the non-taking party at the
best price obtainable in the area for such production. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of all oil not previously
delivered to a purchaser, Any purchase or sale by Operator of any other party's share of oil shall be only for such reasonable periods of
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.

In the event one or more parties® separate disposition of its share of the gas causes split-stream deliveries to separate pipelines and/or
deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportionate share of total gas sales to
be allocated to it, the balancing or accounting between the respective accounts of the parties shall be in accordance with any gas balancing
agreement between the parties hereto, whether such an agreement is attached as Exhibit '‘E”’, ot is a separate agreement.

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 risk to 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 relating thereto. Operator, upon request, shall furnish each of the other parties 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 stock on hand 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 to 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 VI.B.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 party fail to 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 parties 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 V1.B.

2. Abandonment of Wells that have Produced: Except for any well in which 2 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 all parties consent to such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense 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 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 to title 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 leasehold estate as 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 oil and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long theresfter as oil and/or gas is pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
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ARTICLE V1
continued

*‘B"". The assignments or leases so limited shall encompass the *‘drilling unit’’ upon which the well is located. The payments by, and the
assignments or leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the

Contract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of
interests in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, 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 Operations: 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 (rom 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
VLE.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability 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 VILB. are given to secure only the debts of each severally, It is not the intention of the parties to create, nor
shall this agreement be construed as creating, a mining or other partnership or association, or to render the parties liable as partners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
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 Operator 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-
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. Fach
purchaser shall be entitled to rely upon Operator's written 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 statement therefor by
Operator, the nf)n-dehulting 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, to 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-
tionste 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 parties 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 stitement 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 proportionate share of such esti # within
fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, tfjff amount

D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, except any well
pursuant to the provisions of Article VLB.2. of this agreement. Consent to the drilling or deepening shall inclu
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ARTICLE VII
continued

[0 Option No. 1: All necessary expenditures for the drilling or deepening, testing, completing and equipping of the well, including
necessary tankage andlor surface facilities.

X Option No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well has reached its
authorized depth, and all tests have been completed, and the results thereof furnished to the parties, Operator shall give immediate notice
to the Non-Operators who have the right to participate in the completion 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 and/or 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 completion attempt. If one or more, but less than all of the parties,
elect to set pipe and to attempt a completion, the provisions of Article VI.B.2, hereof (the phrase *‘reworking, deepening or plugging
back'’ as contained in Article VI.B.2. shall be deemed to include *‘completing®*) shall apply to the operations thereafter conducted by less
than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged back except a well reworked or
plugged back pursuant to the provisions of Article VI.B.2, of this agreement. Consent to the reworking or plugging back of a 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 reasonabl estlmated
to require an expenditure in excess of Twenty Thousand and NO/100----~--~ y:Do ﬁarsp(s l 20,0 )
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 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
an mformauon coBy thereof for any single project costing in excess of Twenty Thousand and NO/100-===--=-=-~
Dollars (S ) 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 parties to make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to reccive, proper evidence of all such payments. In the event of
failure to 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 to production
of a 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 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 payment
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 to burdens (to include, 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 royalties, over-
riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or
owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
tion. If 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 contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in
the manner provided in Exhibit *‘C"’.

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time andfimanner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to fi ) deter-
mination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such tax d any
interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for th" ﬁht ac-

count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by tflem, as
provided in Exhibit *‘C*’.
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ARTICLE VI
continued

G. Insurance:

At all times while operations are conducted 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"’, attached to 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
law of the state where the operations are being conducted and to maintain such other insurance as Operator may require.

In the event automobile public liability 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 VIII.
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 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
thereafter secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenting to such surrender n ail 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 interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter’s interest 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 estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is 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 parties,

Any assignment, lease or surrender made under this provision 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 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 to this agreement, all other parties shall be notified promptly, and
shall have the i'ight for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the
renewal lease, 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 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 parties in the Contract Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the parties
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to 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 participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment 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 a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease, or taken or
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision; but any lease takfggor con-
tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be §ibject to
the provisions of this agreement. i

The provisions in this Article shall also be applicable to extensions of oil and gas leases.
C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of £ )
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other F §on dishall be
applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party:(& who

i : ot s NI e g
tribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties ‘the
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ARTICLE VIIT
continued

1 said Drilling Parties shared the cost of drilling the well. Such acreage shall become 2 separate Contract Area and, to the extent possible, be
2 governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contributions
3 it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall slso be applicable to op-
4 tional rights to earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area.

3

6 If any party contracts lor any consideration relating to disposition of such party’s share of substances produced hereunder, such
7 consideration shall not be deemed a contribution as contemplated in this Article VIILC.

8

9 D. Maintenance of Uniform Interest:
10
1 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no
12 party shall sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Contract Ares and in wells,
13 equipment and production unless such disposition covers either:
14
15 1. the entire interest of the party in all feases and equipment and production; or
16
17 2. an equal undivided interest in all leases and equipment and production in the Contract Area.
18
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
20 and shall be made without prejudice to the right of the other parties.
21
22 If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion, may
23 require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
24 and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
25 party’s interest within the scope of the operations embraced in this agreement; however, all such co-owners shall have the right to enter
26 into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract
27 Area and they shall have the right to receive, separately, payment of the sale proceeds thereof.
28
29 E. Waiver of Rights to Partition:
30
31 It permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an
32 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided
33 interest therein,
34

! F. P F I ' R. ! P ' - N
36
37 Should any party desire to sell all or any part of its interests under this agreement or its rights-ert interests in the Contract
38  Area, it shall promptly give written notice to the other parties, with full information congecaimfTts proposed sale, which shall include the
39  name and address of the prospective purchaser (who must be ready. willing and-abTe to purchase), the purchase price, and all other terms
40  of the offer. The other parties shall then have an optlonal i or a period of ten (10) days after receipt of the notice, to purchase
41 on the same terms and conditions the interest u e other party proposes to sell; and, if this optional right is exercised, the purchas-
42  ing parties shall.share the purchasaed-interest in the proportions that the interest of each bears to the total interest of all purchasing par-

.,

S
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no preferential right to purchase in those cases where any party wishes to mortgage its interests, or to

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association
for profit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hereunder are regarded as a- partnership, each party hereby affected elects to be excluded
from the application of all of the provisions of Subchapter *'K"’, Chapter 1, Subtitle *‘A"’, of the Internal Revenue Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements,
and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affected give further
evidence of this election, each such party shall execute such documents and furnish such other evidence as may be requi
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take

Area is located or any future income tax laws of lhe United States contain provisions similar to those in Subchapter *‘K*°,
Subtitle **A"", of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the C l.
mitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the fore
tion, each such party states that the income derived by such party from operations hereunder can be adequately determined w
computation of partnership taxable income.

-12-
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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 expenditure
does not exceed Twen_y Tilousand and NO/].OO ““““““““ okabuinduindainteinhatahrhintiabninbahahebetuig Dollars
(s—20,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount required for settlement 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 to 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 participating 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 shall immediately notify all other parties, and the cla:m or suit shall be treated 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 to all other parties prompt written notice 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 continuance of the force majeure, The affected party shall use all reasonsble
diligence to remove the force majeure situation as quickly as practicable,

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

The term ‘‘force majeure’’, as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, public riot, lightning, 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 XII.
NOTICES

All 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 or charges prepaid, or by telex or telecopier and addressed to
the parties to whom the notice is given at the addresses listed on Exhibit ‘*A’’, The originating 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 party to give any notice in
response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given
when deposited 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 from time to time, by giving written notice thereof to all other parties,

. ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereto for the
period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any
lease or oil and gas interest contributed by any other party beyond the term of this agreement.

) Option No. 1: So long as any of the oil and gas leases subject to this agreement remain or are continued in farce as to any part
of the Contract Area, whether by production, extension, renewal or otherwise.

1 Option No. 2: In the event the well described in Article VI.A., or any subsequent well drilled under any provision of this
agreement, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of production, and for an additional period of ________ days from cessation of all production; provided,
however, if, prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
ing, plugging back, testing or attempting to complete a well or wells hereunder, this agreement shall continue in force until such opers-
tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the
well described in Article VILA., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, ¢f
of producing oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging bnck i
ing operations are commenced within __ days from the date of abandonment of said well.

It is agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability hi
accrued or attached prior to the date of such termination. :
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ARTICLE XIV,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Contract Area is located, to the valid rules,

regulations, and orders of any duly constituted regulatory body of said state; and to ail other applicable federal, state, and local laws, or-
dinances, rules, regulations, and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including, but not limited to, matters 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 Area is in two or more states, the law of the state of New Mexico
shall govern.

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to 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-
ting or adjacent to the Contract Area.

With respect to operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, injuries, claims
and causes of action arising out of, incident to or resulting directly or indirectly from Operator’s interpretation or application 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 further agrees to reimburse Operator for any amounts applicable ta such Non-
Operator’s share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect interpretation or
application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the *‘Crude Oil Windfall Profit Tax Act
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 to permit compliance with said Act,

ARTICLE XV.
OTHER PROVISIONS
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ARTICLE XVI.
MISCELLANEOUS

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

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

IN WITNESS WHEREOF, this agreement shall be effective as of .__19tN 4y o __SeDtember 1986
OPERATOR
Nassau Reso Inc.

NON-OPERATORS

Kindermac Partners, a Colorado
General Partne

)/ VL"[AA«/ B /).’} _..;,,_(}

*Execution is conditional upon Kindermac's
acceptance of Michael W. Murphy's letter
dated October 2, 1986.
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ARTICLE XVI.
MISCELLANEOUS

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

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

IN WITNESS WHEREOF, this agreement shall.be effective as of __ L9t day of __S€Ptember 1986

OPERATOR

Nassau Resource Inc.

NON-OPERATORS
Kindermac Partners, a Co1or;ﬁo

Frank Pace, Jr.

Jeannette P. Kurtz
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ARTICLE XVI.
MISCELLANEOUS

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

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

IN WITNESS WHEREOF, this agreement shall be effective as of __ 19N gay of _ SEPtember 19.86

OPERATOR

Frank Pace, Jr.
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Jg"annette P. Kurtz
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EXHIBIT "A"

Attached to and made a part of that certain Operating
Agreement dated September 15, 1986, by and between Nassau
Resources, Inc., Operator, and Kindermac Partners and
Michael W. Murphy, Non-Operator.

(1) Lands and Leases subject to this Agreement are as follows:

Township 26 North, Range 2 West
Section 3: N/2SE/4
Section 26: S/2SW/4

Rio Arriba County, New Mexico
Containing 160 acres, more or less.

1. Lessor: U.S.A. (NM-28811)
Lessee: Charles R. Meeker. et al
Lease Date: November 1, 1976
Recording Data: N/A
Description: Township 26 North, Range 2 West. N.M.P.M. .

Section 3: N/2SE/4
Section 26: S/2SW/4

(2) There are no restrictions as to formatijons.

(3) The percentages of interests of parties to this Agreement
are as follows:

BPO APO
Kindermac Partners 92.04% 78.234%
Frank Pace, Jr. 4 5.31% 4.5135%
Michael W. Murphy -0~ 15.0000% *
Jeannette P. Kurtz 2.65% 2.2525%

*Assumes party farming out will elect to convert its
reserved override to a working interest after payout.

(4) This is covered by (1) above.

(5) The-addresses of the parties to the Agreement for notice
purposes are as follows:

Nassau Resources, Inc.

650 South Cherry Street, Suite 1225
Denver, Colorado 80222

Attention: Kent C. Craig

Kindermac Partners, a Colorado General Partnership
650 South Cherry Street, Suite 1225

Denver, Colorado 80222

Attention: Kent C. Craig

Michael W. Murphy
200 N. Jdefferson, Suite 500
El Dorado, Arkansas 71730

Frank Pace, Jr.

International Executive Service Corp.
622 Third Avenue, 32nd Floor

New York, New York 10017

Jeannette P. Kurtz
P. 0. Box 6227
Denver, Colorado 80206
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Attached to and made a part of .that certain Operating Agreement
dated_September 15. 1986 by and between Nassau Resources, Inc.,
Qperator,_ and Michael W. Murphy and Kindermac Partners. 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 specitic 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 Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statement and Billings

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

“Advances and 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 monthly billing
to retflect advances received from the Non-Operators.

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with
the collection of unpaid amounts.

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question 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
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this 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 all other Non-Operators, 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 every reasonable effort to
conduct joint or simultaneous 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 paragraph unless agreed

to by the Operator,
Approval by Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains
no contrary provisions in regard thereto, Operator shall notify all Non-Operators 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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H. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:
1. Rentals and Royalties _

Lease rentals and royalties paid by Operator for the Joint Operations.
2. Labor

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct
of Joint Operations.

(2) Salaries of First Level Supervisors in the field,

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if
excluded from the Overhead rates. perty it such charges are

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage ag-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
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 II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account d
Paragraph 2A of this Section II. unt un ot

3. Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s iabor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator’s actual
cost not to exceed twenty per cent (20%).

4. Material

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

§. Transportation

Transportation of employees and Material necessary for the Joint Operations but squect to the following limita-
tions: :

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

B. If surplus Material is moved to Operator's warehouse or 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.

6. Services

The cost of contract services, equipment and utilities provided by outside 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 it 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.

7. Equipment and Facilities Furnished by Operator

A, Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs,.other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent.(8%)
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In lieu 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, Operator may elect to use rates
published by the Petroleum Motor Transport Association, '

8. Damages and Losses to Joint Property
All 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 cause, except those resulting from Operator’s
gross negligence or willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereof has been received by Operator.

9. Legal Expense .
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessary to protect or recover the Joint Property, except that no charge for services of Operator's legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered to be covered by the overhead provisions of Section III unless otherwise agreed to by the

Parties, except as provided in Section 1, Paragraph 3.
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P.dl 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. .

10. Taxes

11. Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which 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.

12, Other Expenditures

Any other ex_penditure not covered or dealt with in the foregoing provisions of this Section II, or in Section 111,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

III. OVERHEAD

1. Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
(XXX) 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 II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.
fi. 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. Overhead - Fixed Rate Basis

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

Drilling Well Rate § 3,500
Producing Well Rate $ 350

(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 otff 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 date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days. :

(b) Producing Well Rates

[1] An active well either produced or injected into for any portion of the month shall be considered
as a 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 separate
well by the governing regulatory authority.

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

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

[5] All other inactive wells (including but not limited ta inactive wells covered by unit allowable,
lease 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 etfective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
equivalent Canadian index as published by Statistics Canada, as applicable, The adjusted rates shall be
the rates currently in use, plus or minus the computed 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 cost' of Development of the Joint Property exclusi
provided under Paragraph 9 of Section II and all salvage credits. pery sive of costs

(b) Operating

——  __Percent ( %) of the cost of Operating the Joint Property exclusive of costs provi
I ided
;mder Pa;agraphs 1 and 9c1 ofl 1Sectmn I1, all salvage credits, the value of injected substances pﬁrchased
or secondary recovery and all taxes and assessments which are levied, assessed and paid -
eral interest in and to the Joint Property. P upon the min

(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 op:era-
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 detined in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.,

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the developx’nent and
- operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall
charge the Joint Account for Overhead based on the following rates for any Major Construction project i'n excess

of $.25,000

A. ___ 5 9 of total costs if such costs are more than $_25,000 but less than $_100,000 : plus
B. __ 3 % of total costs in excess of $_100,000 but less than $1,000,000; plus
C. 2 % of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any oné project. For the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

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

Operator 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-Operator. Operator shall make timely disposition
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-
tor shall be agreed to by the Parties. ) .

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint
Account when adjustment has been received by the Operator.

2. Transfers and Dispositions

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

counts:

A. New Material (Condition A)
(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.0.b. railway receiving point or recognized barge terminal 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 listed by a reliable supply store nearest the Joint Property where such Material 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 date of movement, as listed By a reliable
supply store or f.0.b, railway receiving point nearest the Joint Property where such Material is normally

available.
B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property - h
(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section v,
(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 charged to the Joint Account as new Material, or
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(b) at sixty-five percent (65%) of current new price, as determined by Paragraph 2A of this Section
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

Material 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 receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D

All other Material, including junk, shall be priced at a value commensurate with its useoor 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. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by
the Parties. Such price should result in the Joint Account being charged with the value of the service ren-
dered by such Material.

E. Pricing Conditions

(1) Loading and unloading costs 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 acceptable to Operator.

Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES
Operator shall maintain detailed records of Controllable Material.

Periodic Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven-
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator,

Reconciliation and Adjustment of Inventories

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 selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, baoth the seller and the purchaser shall be governed by such inventory.

Expense of Conducting Periodic Inventories

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




EXHIBIT "D"

To Operating Agreement dated September 15, 1986

INSURANCE

O?eragor shall, at-the joint expense of the parties hereto, at
all times while operations are conducted hereunder, provide with
responsible insurance companies, insurance as follows:

a.

Workman's Compensation Insurance in accordance with the
lJaws of the state in which the operating area is located
and Employer's Liability Insurance with 1imits of not
less than $100,000; and

Public Liability Insurance with respect to bodily in-
juries with 1imits of not less than $500,000 as to any
one person and $500,000 as to any one accident; and Pro-
perty Damage Liability Insurance with 1imits of not less
than $500,000 as to any one accident; and

Automobile Public Liability Insurance with respect to
bodily injuries with 1imits of not legs than $500,000 as
to any one person and $500,000 as to any one accident;
also, Automobile Public Liability Insurance with respect

to Property Damage with 1imits of not less than $200,000

as to any one accident.

Operator:-shall not provide, for the joint account of the parties

hereto,

insurance against the hazards of fire, windstorm, explo-

sion, blowout, cratering, reservoir damage, pollution damage, or
insurance other than that specified above.
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EXHIBIT "fF
To Operating Agreement_pated Sgptember 15, 1986
SUPPLEMENT
EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

(1)

(2)

(3)

(4)

(6)

(7)

The Operator will not discriminate against any employee or applicant for employment
because of.race, color, religion, sex-or national origin. The Operator will take
affirmative action to ensure that applicants are employed, and that employees are
treated during employment without regard to their race, color, religion, sex or
national origin. Such action shall include, but not be 1imited to the following:
Employment, upgrading, demotion, or transfer, recruitment or recruitment advertising;
layoff or termination; rates of pay or other:forms: of compensation; and selection for
training including apprenticeship. The Operator-agrees to post in conspicuous places,
available to employees and applicants .for employment notices to be. provided setting
forth the provisions of this non-discrimination clause.

The Operator will, in all solicitations or advertisements for employees placed by or
on behalf of the Operator, state that all qualified applicants will receive consider-
ation for employment without regard to race, color, religion, sex -or national origin.

The Operator will send to each -labor union or representative of workers with which
Operator has a collective bargaining agreement or other contract or understanding,

a notice to be provided, advising the said labor union or workers' representatives

of the Operator's commitments under Section.202 of Executive Order 11246 of September
24, 1965, and shall post copies of the notice 1n conspicuous places available to
employees and applicants for employment.

The Operator will comply with all provisions.of Exedutive Order 11246 of September
24, 1965, and of the rules, regulations, and relevant orders of the Secretary of
Labor, .

The Operator will furnish all information and reports required. by Executive Order
11246 of September 24, 1965, and by the rules, regulations, and orders of the
Secretary of Labor, or pursuant thereto;, and will permit access to Operator's books,
records, and accounts by the administering agency and the Secretary of Labor for
purposes of investigation to ascertain compliance with such rules, regulations, and
orders.

In the event of the Operator's non-compliance with the non-discrimination clauses of
this contract or with any of the said rules, regulations, or orders, this contract
may be cancelled, terminated or suspended in whole or-in part and the Operator may
be declared ineligible for further Government contracts or federally assisted
construction contracts in accordance with procedures authorized in Execytive Order
11246 of September 24, 1965, and such other sanctions may .be imposed and remedies
invoked as provided in Executive Order 11246 of September 24, 1965, or by rule,
regulation, or order of the Secretary of Labor, or as otherwise provided by law.

The Operator will include the provisions of paragraphs (1) through (7) in every’
subcontract or purchase order unless exempted by rules, regulations, or orders of
the Secretary of Labor {ssued pursuant to Section 204 of Executive Order 11246 of
September 24, 1965, so that such provisions wil)l be binding upon each:subcontractor
or vendor. The Operator will take such:action with respect to any subcontract or
purchase order as the administering agency may direct as a means of enforcing such
provisions including sanctions for non-compliance: Provided, however, that in the
event the Operator becomes involved in, or-1s threatened with, 11tigation with a
subcontractor or vendor as a result of such direction by thé administering agency,
the Operator may request the United States to enter into ‘such litig;tjon to protect

the interests of the United States. \ . '
Operator acknowledges that Operator-may be requfred ‘to file"sﬁandaraiForm.iOO (EE0-1)

promulgated jointly by the Office of Federal.Contract Compliance,.the:Equal Employment
Opportunity Commission and Plans for Progress with. the appropridte :agency within 30 days
of the date of contract award 1f such report has not been.filed for the current year and
otherwise comply with or file such other compliance reports as may be required under
Executive Order 11246, as amended and Rules and Regulations adopted thereunder. -,

Operator further acknowledges that Operator-may. be required to develop. a-written

ffirmative action compliance program as required by. the Rules and Regulations approved
gy 1;2 Secretary of Lagor under. authority of Executive Order 11246 and supply Cities.with

a: copy of such program {f Cities so requesys.. .
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CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certifies that Operator does not and
will not maintain or provide for Operator's employees any segregated facilities at any
of Operator's establishments, and that Operator-does not and will-not permft Operator's
employees to perform their services at any location, under ‘Operator's control, where
segregated facilities are maintainted. The .Operator agrees that a breach. of this certi-
fication is a violation of the Equal:Opportunity clause in this contract. As used in
this certification, .the term "segregated facilities" means, but is not 1imited to, any
waiting room, work areas, rest rooms and wash room, restaurants and other eating areas,
time clocks, locker rooms and other storage or dressing areas, parking lots, drinking
fountains, recreation.or entertainment areas, transportation, and housing facilities
provided for employees which are segregated by explicit directive or are in fact segre-
gated on the basis of race, color, religion, or national origin, because of habit, local
custom, or otherwise., Operator further agrees that (except where Operator has obtained
identical certifications from proposed contractors and subcontractors for specific time
periods) Operator will obtain {dentical certifications from proposed contractors and
subcontractors prior to the award of contracts or subcontracts exceeding,$10,000 which
are not exempt from the provisions of the Equal Opportunity clause; that Operator will
retain such certifications in Operator's files and that Operator will forward the
following notice to such proposed. contractors and subcontractors (except where the
proposed contractors or subcontractors have .submitted. identical certification for
specific time periods): Notice to prospective. contractors and subcontractors of
requirement for certifications of nonsegregated facilities. A Certificate:of Nonsegre-
gated Facilities must be submitted prior to the award of .a contradt or subcontract
exceeding $10,000 which is not exempt from the provisions of the Equal Opportunity clause.
The certification may be .submitted either for each contract and subcontract or for all
contracts and subcontracts during a period (1.e., quarterly, semiannually, or annually).



EXHIBIT "H"

Attached to and made a part of that certain Farmout Agreement dated September 15,
1986, by and between Michael W. Murphy, Farmor, and Kindermac Partners, Farmee.

PROVISIONS APPLICABLE TO WELLS

The party drilling any well provided for in the agreement in which this
Exhibit is attached, agrees and binds itself to observe and comply with the
provisions hereinafter contained; failure to comply with such provisions shall
release Michael W. Murphy, and/or his assigns, hereinafter referred to as

non-drilling party, from the obligations and covenants contained in said
agreement.

A, To be provided prior to commencement of operations of any well.

1. One copy of location plat of the proposed test certified by a
licensed surveyor and based on actual ground surveys.

2. One copy of the drilling prognosis.

- 3. One copy of all notices filed with Federal, State or Indian
' Agencies. »

B. To be provided during the drilling of any test.

1. Operator shall provide non-operator full access at all times to
derrick floor and - full and free access to all information

regarding the well including cuttings, cores, drilling depths,
etc.

2. Samples are to be available at the well site at all times. One
set of samples including one foot core chips of any cores
recovered shall be sent at the operator's expense to:

American Stratigraphic Co.
6336 East 39th Street
Denver, Colorado 80207

Any storage fee shall be paid by drilling party.

3. Operator shall furnish non-operators copies of core description,
core analysis, core orientation studies, drill stem charts, and
' reports as soon as available.

4, Operator shall furnish daily drilling reports by telephone and
mail giving the nature of all work done, the depth and formation
penetrated beginning with date actual work is commenced at the

- location and continuing until drilling, logging, testing,
completing, and equipping is completed, or if a dry hole, the well
has been plugged and abandoned. ‘

5. Furnish non-drilling party the following logs:

Field
Print Final Log Type . Interval
1 1 operators discre~ operators discre-
tion and all zones tion and all zones
of interest . of interest

For any well drilled on Farmor's acreage, or in which Farmor has
an interest, logs are to be furnished as soon as available.
Copies of logs covering the prospective horizons shall be
telecopied by logging company to the non-drilling parties prior to
plugging and abandorment.

X {(Required if checked) Non-operator shall have 24 hours from
receipt of such logs, exclusive of Saturday, Sunday and legal

holidays, in which to approve plugging and abandoning or running
.of production casing.

T4 20. P“/‘"’“’W ceddes J ) Mﬂ—cf—//erry et ov . yp-7- 24
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X (Required if checked) Operator shall have a geologist
and/or mud logger present at the well site during drilling, coring
and testing. The drill site representative shall maintain a
description of the formations penetrated.

Operator shall make adequate tests of all formations on the basis
of available data that would be tested by a prudent Operator.

Notice of intent to core, drill stem test, log, plug, or run
casing and telecopies of logs should be furnished by telephone to:

Marmik 0il Company Office Phone: 501/862-8546
Curtis G. Morrill Home Phone: 501/862-5421
or

[ee Shobe Home Phone: 303/674-30238

Daily drilling and progress reports required under 2.D. above
shall be given to:

Marmik 0il Company

200 North Jefferson, Suite 500
El Dorado, Arkansas 71730
Attention: Kay B. Risor

To be provided upon completion of any well. Furnish by mail to Marmik
0il Company, 200 North Jefferson, Suite 500, El Dorado, Arkansas 71734,
Attention: Curtis G. Morrill.

5.

Two copies of dip meter, directional and deviation surveys.

Two copies of complete well history or geological completion
report.

Two copies of all forms required by any governmental office or
body.

If obtained during operations, furnish two copies as set forth
above as to the following:

a. Mud Logs (incremental and final).

b. Core descriptions and analysis.

Ce. Drill stem test charts and reports.
d. Fluid and gas analysis.

Special Requirements:

None

Other parties to be notified:

None
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United States Department of the Interior i s
BUREAU OF LAND MANAGEMENT ——
ALBUQUERQUE DISTRICT OFFICE a—
435 Montano NLE. IN REPLY REFER 1O,
Albuguerque, New Mexico 87107 _
NM-7993 (GC)

NM-28811 (GC)
NM-015-P35-87C-325
3160 (015)

SEP 25 1987

Sun Exploration and Production Co.
ATTN: Ms. Cindy Bush

PO Box 5940

Terminal Annex

Denver, CO 80217-5940

Gentlemen:

Three copies of a "Designation of Successor Operator” for Communitization
Agreement NM-015-P35-87C-325 were received in this office on July 29, 1987, by
which Sun Operating Limited Partnership replaces Jerome P, McHugh as the
operator of communitized area. This communitization agreement covers the Wk
section 26, T. 26 N., R. 2 W., NMPM, containing 320.00 acres of land in
Federal leases NM-7993 and NM—-28811 as to the Gallup and Dakota Formations.

Pursuant to Section 3 of the above Communitization Agreement, the designation
of Sun Operating Limited Partnership as successor operator 1s hereby accepted
for record purposes. Copies of the instrument are being distributed to the
appropriate Federal offices and one copy is returned herewith.

If you have any questions, please contact Barbara Meyers at the above address
or telephone (505) 761-4609,

Sincerely,

S/ UdyW

For District Manager

Enclosure



DESIGNATION OF SUCCESSOR OPERATOR
WILDFIRE #1
COMMUNITIZATION AGREEMENT
NM-015-P35-87C-325

SrSEPLL P2t 90

Covering the W/2,Section 26, Township 26 North, Range 25W§5LLR10~Arriba.hJ*-

County, New Mexico.

This indenture, dated as of the 1st day of April, 1987, by and
between Sun Operating Limited Partnership, hereinafter designated as

“First Party", and the owners of communitized working interest,

hereinafter designated as "Second Parties",

Jeannette P. Kurtz

Frank Pace, JR.

optlf'l /or

Witnesseth: That, whereas under the provisions of Section 17(J)

of the Act of February 25, 1920, as amended (74 Stat. 784); 30 U.S.C.
266(j), and by authority delegated to the Authorized Officer of the
Bureau of Land Management, on the 1st day of November, 1986, approved
Communitization Agreement NM-015-P35-87(C-325, wherein Jerome P. McHugh
js designated as Operator of the Communitized area, and

Whereas, the First Party has been and hereby is designated by the
Second parties as Operator of the communitized area, and said First
Party desires to assume all the rights, duties and obligations of
Operator under said Communitization Agreement;

Now, Eherefore, in consideration of the promises hereinbefore set
forth and the promises hereinafter stated, the First Party hereby
covenants and agrees to fulfill the duties and assume the obligations
of Operator of the Communitized area under and pursuaht to all the
terms of Communitization Agreement NM-015-P35-87C-325, and the Second
Parties covenant and agree that effective as the date herein specified,
~and upon recéipt of this indenture, properly ekecﬁted, by the
Authorized Officer of the Bureau of Land Management, ?irst Party shall
be granted the exclusive right and privilege of exercising any and all
rights and privileges as Operator, pursuant to the terms and
conditions of sajid Communitization Agreement, said Communitization
Agreement being hereby incorporated herein by reference and made a
part hereof as fully and effectively as though said agreement Were
expressly set forth in this instrument as of the date hereinabove set

forth.



FIRST PARTY

Sun Operating Limited Partnership

by Sun Exploration and Production Company

its Managing General Partner

B&@Lﬁc&&m 3A
AttoYney Fact

SECOND PARTIES

v
&M"“

Jeannette P. Kurtz

By

Frank Pace, Jr.

By

State of )

' )
County ' of /{Zézgf?%Z;7 )SS

The Foregoing instrumiizé;;z/acknow1edged before me by

,/[!5? GGGy
o

4
This é222 Z;gay of i 2;55 < 1987.

Witness my hand and official seal.

My Commission Expires:

IV
7

Notary Public

Acceplod for Racord

9/23/3Y
< |
Assistant Distrig' M’énag'e\'?

for Min-:-w .
Albug. zay oy Dlstiiot




FIRST PARTY

Sun Operating Limited Partnership

by Sun Exploration and Production Company

its Managing General Partner

£§§§§;%;::Lé?#EEgCWM\LA
Attorney Fact

| 3
09 s

SECOND PARTIES

Jeannette P. Kurtz

By \WK\WP Kom
Frank Pace, Jr.

State of _JEEQZLQQ?

7 S
ss
County of 47V{%Z;3 )

.

fhe Foregoing 1nstrumeji;;gz/acknow1edged before me by

AL W oggomen )

N e
A Tmsgé ZZay-of f Zémi 1987.

Witness my hand and official seal.

My Commission Expires:

................

Notary Public”

7//5’/f7
7

Accepted for Record

9/25/87 7
~ \
Assi<h:\i D}'m 7t Manager

for A o1 o
Albuguerque District
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Attorney “n-Fact

State of -JQ;QZ4222’7
’ )ss
County of 4& 4%3 )

FIRST PARTY

Sun Operat1ng Limited Partnersh1p
by Sun Exploration and Production Company
its Managing General Partner

SECOND PARTIES

Jeannette P. Kurtz

By . . P A

Frank Pace, Jr.

By. ;;;7z&4ﬁ~jﬁ}f¢ng¢4f~i:., .....

The Forego1ng 1nstrument Ziz/acknomedged before me by

This 2222 ng ay of (ﬁ:;Z>7¢x;_, 1987.

Witness my hand and off1c1a1 seal.

My Commission Expires:

7//5// =
e '

Accepiad for Record -

2/2¢6/82

Assigtnt Pif'ji é«\anago?

for Minerals

Albuquerque District



