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February 12, 1998 

Mary Carolyn Johnston 
320 Oakbrook CERTIFIED MAIL 
Greenwood, IN 46142 RETURN RECEIPT REQUESTED 

RE: Field APK State Com #3 
Township 16 South. Ranqe 35 East. NMPM 
Section 2: 3300' FSL and 760' FWL 
Lea County, New Mexico 

Dear Ms. Johnston: 

Yates Petroleum Corporation proposes the drilling of the captioned well to test the 
Morrow formation at approximately 12,600'. Enclosed is our AFE setting out dry hole 
costs of $657,200 and completed well costs of $1,213,200. If you desire to participate, 
please execute and return the AFE to our office, and I will forward our Operating 
Agreement for your execution. 

Should you not wish to participate, we enclose herewith a one (1) year Paid-Up Oil and 
Gas Lease, providing you a 1/4 royalty. Please execute, notarize and return one (1) 
original to our office. 

If you would like to visit regarding either of the above offers, please call me at 505-748-
4351. 

Thank you. 
Very truly yours, 

YATES PETROLEUM CORPORATION 

Landman 
RB/ljf 
enclosures 



Z 4 43 fllQ 3 T 3 
US Postal Service 

Receipt for Certified Mail 
No Insurance Coverage Provided. 

* Do not use for International Mail (See reverse) 
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ary Carolyn Johnston 
32UOaMMrook 
firppnwnnrl IM AMAO 
Post Office, State, & ZIP Code 

Postage 

Certified Fee 

Special Delivery Fee 

Restricted Delivery Fee 

Return Receipt Showing to 
Whom & Date Delivered 
Return Receipt Showing to Whom, 
Date, 4 Addressee's Address 

TOTAL Postage & Fees $ 
Postmark or Date 
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SENDER: ' 
•Complete items 1 and/or 2 for additional services. 
•Complete items 3,4a, and 4b. 
• Print your nama and address on the reverse of this toon so that we can return this 

card to you. 
•Attach this form to the front of the mailpiece. or on the back if space does not 

permit. 
• Write 'Return Receipt Requested' on the mailpiece below the article number. 
•The Return Receipt will show to whom the article was delivered and the date 

delivered. 

1 also wish to receive the 
following services (for an 
extra fee): 

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

Mary Carolyn Johnston 
320 Oakbrook 
Greenwood, IN 46142 

4a. Article Number 

Z VV3 SVo 3R3 
3. Article Addressed to: 

Mary Carolyn Johnston 
320 Oakbrook 
Greenwood, IN 46142 

4b. Service Type ^ — ^ 
• Registered ^Q__Certifierf 
• Express Mail • Insured 
• Return Receipt for Merchandise • COD 

3. Article Addressed to: 

Mary Carolyn Johnston 
320 Oakbrook 
Greenwood, IN 46142 

7 .Da teo fD^n | y y y ^ . . 

5. Received By: (Print Name) 8. Addressee's Address (Only if requested 
and fee is paid) 
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Receipt 
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PETROLEUM 
CDRPDRHTIDN 

AUTHORITY FOR EXPENDITURE 
NEW DRILLING & RECOMPLETION 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO882IO 
TELEPHONE ( 5 0 5 ) 7 4 8 - 1 1 7 1 

AFE Type: Well Objective: Well Type: 

AFE NO. 
AFE DATE 

AFE STATUS: 

97-343-0 
11/26/97 

X New Drilling 

Recompletion 

X Oil 

X Gas 

Injector 

Development X Original 

X Exploratory Revised 

Final 

LEASE NAME 
COUNTY 
LEGAL DESC. 
FIELD 

DIVISION CODE 
DISTRICT CODE 
BRANCH CODE 

Field APK State Com. #3 
Lea 
3,300' FSL & 760' FWL 

PROJ'D DEPTH 
STATE 
LOCATION 
HORIZON 

12,600' 
New Mexico 
Section 2-16S-35E 
Morrow 

100 DIVISION NAME 
DISTRICT NAME 
BRANCH NAME 

Oil & Gas Division 

PROGNOSIS: 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'D WELL 
920-100 Staking, Permit & Legal Fees 1,200 1,200 
920-110 Location, Right-of-Way 15,000 15,000 
920-120 Drilling, Footage 
920-130 Drilling, Daywork 41 days <j2> $7400/day + $40k mobilization 365,000 365,000 
920-140 Drilling Water, Fasline Rental 15,000 15,000 
920-150 Drilling Mud & Additives 32,000 32,000 
920-160 Mud Logging Unit, Sample Bags 11,600 11,600 
920-170 Cementing - Surface Casing 24,000 24,000 
920-180 Drill Stem Testing, OHT 2 DST's 10,000 10,000 
920-190 Electric Logs & Tape Copies 25,400 25,400 
920-200 Tools & Equip. Rntl., Trkg. & Welding 24,500 24,500 
920-210 Supervision & Overhead 17,400 17,400 
920-220 Contingency 

920-230 
920-240 
920-350 
920-410 
920-420 
920-430 
920-440 
920-450 
920-460 
920-470 
920-480 
920-490 
920-510 
920-500 

Coring, Tools & Service 
Bits, Tool & Supplies Purchase 
Cementing - Production Casing 
Completion Unit - Swabbing 
Water for Completion 
Mud & Additives for Completion 
Cementing - Completion 
Elec. Logs, Testing, Etc. - Completion 
Tools & Equip. Rental, Etc. - Completion 
Stimulation for Completion one zone test only 
Supervision & O/H - Completion 
Additional LOC Charges - Completion 
Bits, Tools & Supplies - Completion 
Contingency for Completion 

50,000 50,000 
36,500 
10,000 
8,000 
1,000 

35,000 
20,000 

100,000 
3,100 
1,200 
1,800 

TOTAL INTANGIBLE DRILLING COSTS 591,100 807,700 

TANGIBLE EQUIPMENT COSTS: 
930-010 
930-020 

930-030 
930-040 

Christmas Tree & Wellhead 
Casing 11-3/4" ^ 450' 

T^W"'^A656'' 

Tubing 2 7 / 8 ^ 1 2 4 0 0 ^ 
Packer & Special Equipment 

2,000 26,000 
7,600 7,600 

56,500 56,500 
93,000 

35,000 
8,000 

940-010 Pumping Equipment including $20,000 for electricity 116,000 
940-020 Storage Facilities 22,700 
940-030 Separation Equip., Flowlines, Misc. 25,000 
940-040 Trucking & Construction Costs 15,700 

TOTAL TANGIBLE EQUIPMENT COSTS 66,100 405,500 

TOTAL COSTS 657,200 1,213,200 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS 
FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

Prepared Operations 
By AL SPRINGER Approval 

OWNER SHARE 

BY DATE 

BY DATE 

BY DATE 

J 



^uceri88ReT.iVetrLet»t)5.» (<rj n e TEAR PAID UP LEASE) F6rm345 

OIL AND GAS LEASE HaMoorbaughl̂ lac. 
Rotwett, New Mexico 

THIS AGREEMENT made thli •IZth • fay of February . . io-98tetww, 

Mary Carolyn Johnston,- dealing i n her sole and separate .property, LESSOR; and YATES 
PETROLEUM CORPORATION - 70%, YATES DRILLING COMPANY - 10%, ABO PETROLEUM CORPORATION -
10%, MYCO INDUSTRIES, INC. - 10%, a l l New Mexico corporations, LESSEE, 

' tatiee, WITNESSETH: 
1. Leuorbconildttarirarf Ten and no/100 • . — - - - I - . — . , 

($ 1 0 , 0 0 .—) in band paid, of tie royaldes herein provided and of tbe agreements of Lessee herein contained, hereby pants, leaies and lets exctokvery onto Lessee for the ' 
purpose of investigating, exploring, prospecting, drilling and mining for and producing on and gas, laying pipe lines, building roads, tanks, power stations, telephone lines and other structure! 
thereonand on, over and across lands ownedcrclaJâ byljessM adjacent a^ 
the following described land in L e a . County, New Mexico • .. f u^, . 

Township 16 South, Range 35. East, NMPM.' 
Section 2: SW/4SW/4 

2. Without reference to the commencement, prosecution or cessation at any time of drilling or other development operadons and/or to tbe discovery, development or cessation at aay rime of 
rinylnt̂ nnnfoll or s^ and without fiinto yĵ r, 
from this date (called "primary term*) and as long thereafter as oil or gas Is produced frora'said land or land with which said land Is pooled hereunder, ' 

3. The royaldes to be paid by Lessee are: (a) on oil,, of that produced and saved from said land, the same to be delivered at the weUs or to the credit of Lessor Into tbe pipe line to 
which the wells may be connected; Lessee may from time to time purchase any royalty oil In itt possession, paving the market pricetherefor prevailing for tha fluid where pmdnwd rm mTd.t. r,t 
purchase; (b) on gas, including casinghead gas or other gaseous substance, produced from said land, and sold, or used off tbe prases iWocthe extraction of gasoline or other product therefrom, 
the market value at tha well of T- / nf tha p i aa mid nr used, provided that nn pat tr,M at lh. w » « th* my.liy th.ll tu 1 / 4 ' of the SirMnt realized from SOCh sale; while 
there is a gas well on this lease pr on acreage pooled therewith but gas is riot beug sold or used. Lessee rnay pay or tente 
is shut in and thereafter at annual Intervals the sum of i l .00 per acre, andif such payment is made or tendered, thia lease shall not terminate and it tM ha efratAmA rh«t p , jf Writ prMtifd from 
thi s lease in paying quantities. Payment or tender of said shut-in gas royalty may be made by checker draft of Lessee mai^ 
payment is due. 1 r.ttm shall have free lite of nil, gai, coal and water from laid land, except water fmm T rttnr't wilt, fnr nil nn, ratfnnt h^tnrlff, and the mym l y ej) nfl amf gat th,l\ hn wnmpfrd 
after deducting any so used. • ..»._ 

4. Lessee, at Its option, is hereby given the right and power to pool or conibine tbe acreage covered by this leue, or any p̂  
or leases in the irrroedlattvidnlty thereof to 
said leased premises in ccimpliance wim the spscmgru^ of tbe New Mexico Oil Conservation 
tlMconservadoQĉ oUsadgMiaaadtitMtoaM t inin nnnUA tnr <sti hmnnAyT «h«n «iv^«it«ny f»<jff< 4* tirm ftrh In area, md irma pooled for 
gas hereunder shall not substantially exceed Is area 640 acres each plus a tolerance of 10* thereof, provided that should governmental authority fievkgjtirisdlction prescribe or permit the creation 
of units larger than those specified, units thereafter created may conform substantially in size with those prescribed by governmental regulations. Lessee under tbeprovlslonsbaecf rnaypoolor 
combine acreage covered by mis lease, or any r^on thereof u above provided u to dl̂ ^ 
i rn, him nr trrata nrrA nr* rjmfrwrn In aha nr area with tha unit or units Into which the lease is ponied nr combined at tn any other ttrahnn rw tmifa, anj nt\ ynlrf Med nOtwWorm HI tft Iff a with 
gas units. The pooUng in one cc more Instances shall not exhaust the rights of the Lessee hereunder to pool this lease ce portions thereof into other rata. Lessee shaU file for record In the 
appropriate records of the county In which the leased premises are situated an instrument describing and designating the pooled acreage as a pooled unit Lessee rnay at its electico exercise its 
pooling option after commencing operadons for or completing an oil or gas well on the leased premises, and the pooled unit may Include, but it is not required tolnclada, land or lessu ttr^ which 
a well capable of producing oU or gat in paying quantities has theretofore been completed or upon which operations for the drilling of a weS for oU or gas have t*H»ft"ftrt been anmmrmr»A 
Operations for drilling on or production of oil or gu from ajry part of the pooled 
drill i ng were conirnenced or such prrxhicdon waa secured before or after the execution of this Instrument or the Instrument designating the pooled mat, shall be considered u operations for drilling 
nnnrpmthirtirmnftfleridgHtfrrm^ 
as to oil and gas, ordthef of ttiegi,ul)ereinprovided, s 
For the purpose of computing tbe royaldes to which ownmofroyaldes and payrnentt out of production and eaĉ  
p™M iir-'t, fhfff thfll1 *r> rfr*"—* tn tht, land enverert hy thli team and Inehided In tald unit a pm rata pftrrinn nf the nil and gat, nrelthernf thnn, prndneed frnm mm pnnt^ti'f ^ d i n i n g 
th'tl'T"!f"T"rf"tl"nf n t l t h T y H " " ' 1 * .^r-h»fln«rinnthri1h«nnarTe.a»ararii^^ 
prrntu pri^nn^fthflHl«nrtg<Ti^» l^" f t l^.r^ 
of siirfaceacrumcludedm tbe pooled unit. Rc^tia hereunder shall be cornputed on the p̂  of such prĉ luction, whether it be dl and gas, of either of d 
by thi s lease and Included in the unit just as though such production were from such land. The producdon from an oil weU will be considered prc<hK̂  
Itis produdng and net u production frcoagu weU will be eotuideredu production from the leasees 
from an oil pooled unit. In addition to tbe foregoing, Lessee at its option is hereby given the right and power from time to time to commit said land or any part or formation or mineral substance 
covered hereby to any cooperative or unit agreement or plan of development and operation, and to any modifications thereof, Which have been approved by the New Mexico OU Conservation 
Commission or other lawful governmental authority. In such event, the royalty payable to Lessor hereunder shall be computed and pd̂  
the terms of any such agreement or plan of operation, which basis shall be the same by which the royalty due the United States or the State of New Mexico It cotnpnted and paid. Has les to thill 
not expire during die life of such agreement or plan and shall be subject to the terms thereof and said agreement or plan of operation than be filed with tbe New Mexico OO Conservation 
Commission, or other lawful authority, and Lessee shall record in the wuntymwĥ  
the commitment thereto, and tbe same may be recorded either before or after tbe completion of wells. 

5. If at tbe expiration oftbeprlniary term oil or gas Is not bdng produced on said land, or from land pooled therewith, 
or shall have completed a dry hole thereon withmM days pritt 
additional well are prosectted win iio ceatadon of tnm 
land pooled therewith after the expliatlonoftbapriinarytcrmofM 
any cause, fhltleaiatliall nottwnilnilft If L f i ^ 
as such operations are prosecuted with no cessation of more than 60 consecutive days, and if they result In the production of oil and gas, so long thereafter u oil or gu Is produced frcm ssM land, 
or from land pooled therewith. Any pooled unit designiittert by Lessee in accordance with the terms hereof, may be dissolved by Lessee by lnstnrment filed for record In tne appropriate records of 
the county ln which the leased premises are situated at any tune after tbe completion of a dry hole or the cessation of production on tald unit In tba event a wall or wetti producing oil or gu In 
paying quantities should be brought in on adjacent land and within 660 feet of and draining Ihe lease premises, or land pooled therewith. Lessee agrees to drill such offset well or wells u a 
reasonably pwclentoperatawoylddjffltinto Lessee may U any dnw execute smddelimto Lesm 
or prttlt>ns "f the above df Ifrflf d fff m l **f , n A mnrSy MirrenHer thit lease aa tn aueh portion or porriona and be relieved or all obligations as to the acreage surrendered. 

6. Lessee shall have the right at any time during or alto the expimionofthto lease to remove all property and fUm 
ail casing. When required by Lessor, Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred feet of any residence or bam now on said land 
without Lessor's consent 

7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their heirs, successors and assigns but no change or division ln ownership 
c-f the land or royalties, n-rwrvrf tffwrltthf^i 'fr*11 m enlarge the nhllgarinnt or diminish the rlghta nf Lessee; and no change or division In mch ownership shall he binding on Lessee until 
thirty (30) days after Lessee shall have been fitmished by registered U.S. mall at Lessee's principal place of business with a certified copy record Instrnn^ erlnstnmtennl evidencing same. 
In the event of assignment hereof in whole or In part liability for breach of any obligation hereunder shall rest exclusively upon the owner of thit lease or of a portion thereof who enmmtts such 
breach. If six or more parties become entitled to royalty hereunder, Lessee may withhold payment thereof unlets and until furnished with a recordable instrument executed by all such parties 
designating an agent to receivepaymentfor all 

S. The breach by Lessee of any obligation arising hereunder shall not work a forfeiture or termination of this lease nor cause a termination or revision of tbe estate created hereby nor be 
grounds for cancellation hereof In whole oc in part Ia the event Lessor considers that operations are not at any time being conducted In compliance with this lease. Lessor shaU notify Lessee in 
wriringofthe facts relied upon as constituting a breach hereof, and Lessee, if in default, shall have sixty days after receipt of such notice In which to contmertce the compliance wim tbe obligations 
imposed by virtue of this Instrument After the discovery of oil or gas in paying quantides on said premises, Lessee shall develop the acreage retained hereunder u a reasonably prodent operator 
tat In discharging this obUgadon It shaDm rio event by req^ ' 
o ne well per 640 acres plus an acreage tolerance not to exceed 10* of 640 acres of the area retained hereunder and capable of producing gu in payug rjuantities, 

9 Lessor hereby warrants and agrees to defend die dtto to said land and agrees that Lessee at 
and in event Lessee does so, it shall be subrogated to such lien with the right to enforce same and apply royalties o»^ng hereunder tc^i^ satisfying s«Q^ Without impairment of Lessee's right 
under the warranty In event of failure of title, it it agreed that ifL̂ essorowiut an Interest in to 
Lessor shall be reduceVl i»t)pordonately. Should aty one or rnore of the p^uname^ • 
same. " : 

. '! 
10. Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling or reworking operations thereon or torn producing oU or gu 

therefrom byreasonofsxardty of or friability to obtain 
au thori ry, then while so prevented. Lessee's obligation to comply with such covenant shall be suspended, and Lessee shall not be liable in damages fcr taflnre te comply therewith; and this Irani 
shall be extended while and so long u Lessee U prevented by s^suc^ 

time while Lessee is so prevented shaU not be counted against Lessee, anything ln this lease to the contrary notwithstanding. • 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

Mary Carolyn Johnston 

SS# 



INDIVIDUAL AUiSĵ uvYJun^^ 

STATB OF NEW MEXICO, 
County of • ss. 

This instrument was acknowledged before me this. 

by 

My commission expires 

Notary Public 

CORPORATION ACKNOWLEDGEMENT 

STATB OF NEW MEXICO, 

County, of; : 
ss. 

This instrument was acknowledged before me this 

b y - ; „ • as. 

of • ' 
on behalf of said corporation. 

My commissibn eixpires fc 

Notary Public 

INDIVIDUAL ACKNOWLEDGEMENT 

corporation 

STATE OF' v 
County of } ss. 

This testament was acknowledged before me this. 

by Mary Car,olyn Johnston, dealing i n her sole and separate property 

My rommlssion expires 

Notary Public 
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