UNTIT ACREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE
SANDSAGE STATE UNIT AREA
LEA COUNTY, NEW MEXICO
NO.
THIS AGREEMENT, entered into as of the 1st day of June

19 86 by and between the parties subscribing, ratifying or consenting hereto, and

herein referred to as the '"parties hereto";

WITNESSETH:

WHEREAS, the parties hereto are the cwners of working,royalty, or other
oil or gas interests in the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, N. M. Statutes
1978 Annot.), to consent to and approve the development or operation of State Lands
under agreements made by lessees of State Land jointly or severally with other lessees
where such agreements provide for the unit operation or development of part of or all
of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap.
19, Art. 10, Sec. 47, N.M. Statutes 1978 Annétated) to amend with the approval of
lessee, evidenced by the lessee's execution of such agreement or otherwise, any oil
and gas lease embracing State Lands so that the length of the term of said lease ﬁay
coincide with the term of sﬁch agreements for the unit operation and development of
part or all of any oil or gas pool, field, or area; and

WHEREAS, the O0il Conservation Division of the Energy and Minerals Depart-
ment of the State of New Mexico (hereinafter ref;rred to as the '"Division"), is
authorized by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being
Section 70-2-1 et seq. New Mexico Statutes Annotated,71978 Compilation) to approve

this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient iaterests in the Sandsage

State Unit Area covering the land hereinafter described to give reasonably

effective control of operations therein; and
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WHEREAS, it is the purpese of the parties hereto to conserve natural
resources, prevent waste and secure other benefits obtainable through devclopment and

operation of the zrea subject to this agreement under the terms, conditions and lim-
itations herein set forth;

NOW, THEREFORE, in ;onsideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below defined unit area, and agree severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and re-

cognized as constituting the unit area:

Township 15 ,Range 35 N.M.P.M.

Sections: Parts of 8, 9, 16, 17, 20, 21, 29

Containing 3360 acres, more or less,

Lea County, New Mexico

Exhibit "A" attached hereto is a map showing the unit area and the bound—
aries and identity of tracts and leases in said area to the extent known to the unit
operator. Exhibit "B" attached hereto is a schedule showing to the extent known to the
unit operator the acreage, percenﬁége and kind of ownership of oil and gas interests in
all lands in the unit area. However,jﬁothing herein or in said schedule or map shall
be coﬁsﬁéued as a representation by agy party hereto as to the ownership of any interest
other than such interest or interests as are shown on said map or schedule as owned by
such party. Exhibits "A" and "B" shall be revised by the unit operator whenever changes
'in ownership in the unit area render such revisions necessary or when requested by the
Commissioner of Public Lands, hereinafter referred to as "Commissioner' or the 0il
Conservation Division, hereinafter referred to as the "Division'.

All land committed to this agreement shall constitute land referred to herein

as "unitized land" or '"land subject to this agreement".

2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated fluid
hydrocarbons in any and all formations of the unitized land are unitized under the ferms
of this agreement and herein are called "unitized substances'.

3. UNIT OPERATOR: YATES PETROLEUM CORPORATION ,whose address is

105 South Fourth Street, Artesia, NM 88210 Is hereby designated as unit operator

and by signature hereto commits to this agreement all interest in unitized substances
vested in it as set forth in Exhibit 'B", and agrees and consents to accept the dyei. .
and obligations of unit operator for the discovery, development and production of uni-

tized substances as herein provided. Whenever reference is made herein to the uynirtc

operator, such reference means the unit operator acting in that capacity and not as an
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owner of intercsts in unitized substances, and the term "working intercst owner' when
used herein shall include or refer to unit operator as the owncr of a working interest

when such an interest is owned by it.

4., RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

right to resign at any time but such resignation shall not become effective until a

successor unit operator has bcen selected and approved in the manner provided for in
Section 5 of this agreement. The resignation of the unit operator shall not release
the unit operator from any liability or any default by it hereunder occurring prior

to the effective date of its resignation.

Unit operator may, upon default or failure in the performance of its duties
or obligations hereunder, be subject to removal by the same percentage vote of the
owners of working interests determined in like manner as herein provided for the selec-
tion of a new unit operator. Such removal shall be effective upon notice thereof to
the Commissioner and the Division.

The resignation or removal of the unit operator under this agreement shall
not terminate his right, title or interest as the owner of a working interest or other

interest in unitized substances, bug upon the resignation or removal of unit operator
becomipg_effective,,such unit 0pera&orfshall deliver possession of all equiﬁment,
materials, and appurtenances used in conducting the unit operations and owned by the
working interest owners to the new duly qualified successor unit operator, or to the
owners thereof if no such new unit operator is elected, to be used for the purpose of
conducting unit operations hereunder. Nothing herein shall be construed as authorizing

removal of any material, equipment and appurtenences needed for the preservation of

wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall resign as unit
operator or shall be removed as hereinabove provided, the owners of the working interest.
according to their respective acreage interests in all unitized land shall by a majority
vote select a successor unit operator; provided tﬂat, if a majority but less than sévent
five percent(75%) of the working interests qualified to vote is owned by one party to th
agreement, a concurring vote of sufficient additional parties, so as to constitute in
the aggregate not less than seventy-five percent (75%) of the total working interests,
shall be required to select a new operator. Such selection shall not become effective
until (a) a unit operator so selected shall accept in writing the duties and responsi-
bilities of unit operator, and (b) the selection shali have bcen approved by the Co:;r
issioner. If no successor unit operator is selected and qualified as herein provided,
the Commissioner at his election, with notice to the Division, may declarec this uynit 2

ment terminated.
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6. ACCOUNTING PROVISIONS: The mnit operator shall pay ia the first imstance
all costs and expenses incurred in conducting unit operations hereunder, and such costs

and expenses and the working interest benefits accruing hercunder shall be apportioncd,
among the owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the owners of such intercsts,
whether one or more, separately or collectively. Any agreement or agreements entercd
into between the working interest owners and the unit operator as provided in this scctior
whether one or more, are herein referred to as the "Operating Agreement'. No such agree-
ment shall be deemed either to modify any of the terms and conditions of this unit agree-
ment or to relieve the unit operator of any right or obligation established under this
unit agreement and in case of any inconsistencies or conflict between this unit agree-
ment and the operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,p;o—
ducing, storing, allocating and distributing the unitized substances are hereby delega-~
ted to and shall be exer;ised by thé‘unit operator as herein provided. Acceptable evi-
dence of title to said rights shall be;heposited with said unit operator and, together
with this agreement, shall constitute and define the rights, privileges and obligations
of unit operator. Nothing herein, héwever, shall be construed to transfer title to any
land or to any lease or operating agreeﬁent, it being understood that under this agree-
ﬁent the unit opérator, in its capacity as unit operator, shall exercise the rights of

possession and use vested in the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60) days

after the effective date of this agreement, commence operations upon an adequate test
well for oil and gas upon some part of the lands embraced within the unit area and shall

drill said well with due diligence to a depth sufficient to attain the top of the

Apstin Taime formation or to such a depth as unitized substances shall

be discovered in paying quantities at a lesser depth or until it shall, in the opinion
of unit operator, be determined that the further drilling of said well shall be unwarran-
ted or impracticable; provided, however, that unit operator shall not, in any event, be

required to drill said well to a depth in excess of 13,200 feet.

Until a discovery of a deposit of unitized substances capable of being produced in paving

quantities (to wit: quantities sufficient to repay the costs of drilling and producinz
operations with a rcasonable profit) unit operator shall continue drilling diligenely,
one well at a time, allowing not more than six months betwcen the completion of one well

and the beginning of the next well, until a well capable of producing unitized subscanc. -
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in paying quantitics is complected to the satisfaction of the Commissioner or until
it is reasonably proven to the satisfation of the unit operator that the unitized land

is incapable of producing unitizcd substances in paying quantities in the formation
drilled hereunder.

Any well commenced prior to the effective date of this agreement upon the
unit area and drilled to the depth provided herein for the drilling of an initial test
well shall be considered as complying with the drilling requirements hereof with respect
to the initial well. The Commissioner may modify the drilling requirements of this
section by granting reasonable extensions of time when in his opinion such action is
warranted. Upon failure to comply with the drilling provisions of this article the
Commissioner may, after reasonable notice to the unit operator and each working interest
owner, lessee and lessor at their last known addresses, declare this unit agreement
terminated, and all rights, privileges and obligations granted and assumed by this unit
agreement shall cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES:

Should unitized substances-in paying quaﬁtities be discovered upon the unit
area, the unit operator shall on or before six months from the time of the completion of
the initial discovery well and within thirty days after the expiration of each twelve
months'pe;iod thereafter, file a report with the Commissioner and Division of the
status of the development of the unit area and the development contemplated for the
following twelve months period.

It is understood that one of the main considerations for the approval of this
agreement by the Commissioner of Puﬁlic Lands is to secure the orderly development of
the unitized lands in accordance with good conservation practices so as to obtain the
greatest ultimate recovery of unitized substances.

After discovery of unitized substances in paying quantities, unit operator shall
proceed with diligence to reasonably develop the unitized area as a reascnably prudent
operator would develop such'area under the same or similar circumstances. | )

1f the unit operator should fail to comply with the above covenant for reason-
able development this agreement may be terminated by the Commissioner as to all lands of
the State of New Mexico embracing undeveloped regular well spacing or proration units,
but in such event, thec basis of participation by the working interest owners shall
remain the same as if this agrecment had not been terminated as to such lands; previdod,
however, the Cormissioner shall give notice to the unit operator and the lessceg of ;ccc

in the mannecr prescribed by (Sec. 19-10-20 N.M. Statutes 1978 Annotated,) of intention &

cancel on account of any alleged breach of said covenant for reasonable development antd
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" decision entered thercunder shall be subject to appeal in the manner prescribed by

(Sec. 19-10-23 N.M. Statutes 1978 Annotatcd), and, provided further, in any event the

unit operator shall be given a reasonable opportunity after a final determination with-
in which to remedy any default, failing in which this agreement shall be terminated as

to all lands of the State of New Mexico embracing undecveloped regular well spacing or

proration units.
3 Notwithstanding any of the provisions of this Agreement to the contrary, all
undeveloped regular well spacing or proration unit tracts within the unit boundaries
embracing lands of the State of New Mexico shall be automatically eliminated from this
Agreement and shall no longer be a part of the unit or be further subject to the terms
of this Agreement unless at the expiration of five years (5) after the first day of the
month following the effective date of this Agreepgnt diligent drilling operations are

in progress on said tracts.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of pro-

ducing unitized substances in paying quantities, the owners of working interests shall

4

participate in the production therefrom and in all other producing wells which may be

drilled pursuahtihére;o in the proportions that their respective leasehold interests
covered hereby on an acreage basis bears to the total number of acres committed to this
unit agreément, and such unitized substances shall be deemed to have been produced from
thé respective leasehold interests particpating therein. For the purpose of determin-
ing any benefits accuring under this agreement and the distribution of the royalties
payable to the State of New Mexico and other lessors, each separate lease shall have
allocated to it such percentage of said production as the number of acres in each lease
respectively committed to this agreement bears to the total number of acres committed
hereto.

Notwithstanding any provisions contained herein to the contrary, each working
interest owner shall have the right to take such owner's proportionate share of the
unitized substances in kind or to personally sell or dispose of the same, and nothing
herein contained shall be construed as giving or granting to the unit operator the right
to sell or otherwise dispose of the proportionate share of any working interest owner
without specific authorization from time to time so to do.

11. ALLOCATION OF PRODUCTION: All unitized substances produced from each trac:

in the unitized area established under this agreement, except any part thereof used fo-
production or development purposes hercunder, or unavoidably lost, shall be deemed to be
produced cqually on an acreage basis from the several tracts of the unitized land, and
for the purpose of determining any benefits that accrue on an acrcage basis, cach such

tract shall have allocated to it such percentage of said production as 1ts arca bears to
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the entire unitized arca. It is hereby agreed that production of unitized substances
from the unitized area shall be allocated as provided herein, regardless of whether
any wells are drilled on any particular tracts of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexico shall be paid by the respective lease
owners in accordance with the terms of their leases.

All royalties due to the State of New Mexico under the terms of the leases
comuitted to this agreement shall be computed.and paid on the basis of all unitized
substances allocated to the respective leases committed hereto; provided, however,
the State shall be entitled to take in kind its share of the unitized substances al-
located to the respective leases, and in such case the unit operator shall make de-
liveries of such royalty oil in accordance with the terms of the respective leases.A

All rentals, if any, due under any iea;és embracing lands other tﬁan the
State of New Mexico, shall be paid by the respective lease owners in accordance with
the terms of their leases and all royalties due under the terms of any such leases
shall be paid on the basis of all unitized substances allocated to the respective
leases committed hereﬁo:

If the unit operator introduges gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,
stimulating or increasing the ultimate recovery of unitized substances therefrom, a
like amount of gas, if available, with due allowance for loss or depletion from any
.cause may be withdrawn from the formation into which the gas was introduced royalty
free as to dry gas but not as to the products extracted therefrom; provided, that
such withdrawal shall be at such time as may be provided in a plan of operation con-
sented to by the Commissioner and approved by the Division as conforming to good pet~
roleum engineering practice; and provided further, that such right of withdrawal shall
terminate on the termination of this unit agreement.

If any lease committed hereto is burdened with an overriding royalty, payment
out of production or other charge in addition to the usual royalty,the owner of each su.
lease shall bear and assume the same out of the unitized substances allocated to the
lands embraced in each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY
TO LANDS WITHIN THE CLITIZZD ARTA: :

The terms, conditions and provisions of all leases, subleases, operating agr.-
ments and other contracts relating to the exploration, drilling development or opera-
tion for oil or gas of the lands committed to this agrcement, shall as of the effective

date hercof, be and the same are hercby expressly modified and amended insofar as they

apply to lands within the unitized arca to the extent nccessary to make the same
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conform to the provisions hereof and so Zhai the respective terms of said leases and
agreements will be extended insofar as necessary to coincice with the terms of this

agreement and the approval of this agreement by the Commissioner and the respective
lessors and lessees shall be effective to conform the provisions and extend the terms
of each such lease as to lands within the unitized area to the provisions and terms of
this agreement; but otherwise to remain in full force and effect. Each lease committ.d
to this agreement, insofar as it applies to lands within the unitized area, shall con-
tinue in force beyond the term provided therein as long as this agreement remains in
effect, provided, drilling operations upon the initial test well provided for herein
shall have been commenced or said well is in the process of being drilled by the unit
operator prior to the expiration of the shortest term lease committed to this agree;
ment. Termination of this agreement shall not affect any lease which puésuant to the
terms thereof or any applicable laws would continue in full force and effect thereafter.
The commencement, completion, continued operation or production on each of the leasehol.
interests committed to this agreement and operations or production pursuant to this
agreement shall be deemed to be oéeracions upon and production from each leasehold in-

terest committed hereto and there shall be no obligation on the part of the unit oper-
ator or any of the owners of the respective leasehold interests committed hereto to dri:
offset to wells as between the leasehold interests committed to this agreement, except
as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico of which only a portion
is committed hereto shall be segregated as to the portion committed and as to the por-
tion not committed and the terms of such leases shall apply separately as two separate
leases as to such segregated portions, commencing as of the effective date hereof. Not-
withstanding any of the provisions of this agreement to the contrary, any lease embraci:
lands of the State of New Mexico having only a portion of its lands committed hereto sh:
continue in full force and effect beyond the term provided therein as to all lands ex-
braced within the unitiied area and ccmmitted to\this agreement, in accordance with the
terms of this agreement. If oil and gas, or either of them, are discovered and are be~
ing produced in paying quantities from some part of the lands embraced in such lease

which part is committed to this agreement at the expiration of the secondary term of su

lease, such production shall not be considered as production from lands embraced in s

T -

lease which are not within the unitized area, and which are not committed thereto, jnld
drilling or reworking operations upon some part of the lands embraced within the uniziz
area and committed to this agreement shall be considered as drilling and reworking or v
ations only as to lands embraced within the unit agreement and not as to lands c¢mbraoed
within the lease and not committed to this unit agreement; provided, however, as to

any leasc embracing lands of the State of New Mexico having only a portion of its land.

3
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committcd hercto upon which oil and gas, or either of them, has been discovered is
discovered upon that portion of such lands not committed to this agreement, and are
being produced in paying quantities prior to the expiration of the primary term of
such lease, such production in paying quantities shall serve to continue such leasc

in full force and effect in accordance with its terms as to all of the lands embraced

in said lease.

14. CONSERVATION: Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State laws or regulations.

15. DRAINAGE: In the event a well or wells producing o0il or gas in paying
quantities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein, unit operator shall drill such offset well

or wells as a reasonably prudent operator would drill under the same or similar cir-

cumstances.

16. COVENANTS RUN WITH LAND: The covenants herein shall be construed to be

covenants running with the land with respect to the interests of the parties hereto
and their successors in interest until this agreement terminates, and any grant,
transfer or conveyance of interest in land or leases subject hereto shall be and here-
by is conditioned upon the assumption of all privileges and obligations hereunder to
the grantee, transferee or other successor in interest. No assignment or transfer or
any working, royalty, or other interest subject hereto shall be binding upon unit op-
erator until the first day of the calendar month after the unit operator is furnishedA
with the original, photostatic, or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become effective upon

approval by the Commissioner and the Division and shall terminate in > years
after such date unless (a) such date of expiration is extended by the Commissioner, or
(b) a valuable discovery of unitized substances has been made on unitized land during
said initial term or any extension thereof in which case this agreement shall remain in
effect so long as unitized substances are being produced in paying quantities from the
unitized land and, should production cease, so 1oﬁg thereafter as diligent operations ar-

in progress for the restoration of production or discovery of new production and 5o
thereafter as the unitized substances so discovered are being produced as aforesaid. T
agrcement may be terminated at any time by not less than seventy-five percent (752.) &=

an acreage basis of the owners of the working interests, signatory hereto, with the apar-

of the Commissioner and with notice to Division, Likewise, the failurc to comply witi ¢
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drilling requircments of Section 8 hercof, may subject this agreement to termina-

tion as provided in said section,

18, RATE OF PRODUCTION: All production and the disposal thereof shall be

in conformity with allocations, allotments, and quotas made or fixed by the Commission,
and in conformity with all applicable laws and lawful regulationms.

19. APPERANCES: Unit operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected hereby,
before the Commissioner of Public Lands and the Division, and to appeal from orders
issued under the regulations of the Commissioner or Division, or to apply for relief
from any of said regulations or in any proceedings on its own behalf relative to opera-
tions pending before the Cormissioner or Division; provided, however, that any other
interest party shall also have the right at his own expense to appear and to parti-
cipate in any such proceeding.

20. NOTICES: All notices, demands, or statements required hereunder to be
given or rendered to the parties héreto, shall be deemed fully given, if given in
writing and sent by posipaid registéred mail, addressed to such party or parties at
their respective addresses, set forth in connection with the signatures hereto or to
the ratification or consent hereof, or to such other address as any such party may

have furnished in writing to party sending the notice, demand, or statement,

21. UNAVOIDABLE DELAY: All obligations under this agreement requiring the
unit operator té commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement, shall be suspended while,
but only so long as, the unit operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or im part, by strikes,
war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportation,inability to obtain necessary material in open
market, or other matters beyond the reasonable control of the unit operator, whether?

similar to matters herein enumerated or not.

22. LOSS OF TITLE: In the event title to any tract of unitized land or

substantial interest therein shall fail, and the true owner cannot be induced to join
the unit agreement so that such tract is not committed to this agreement, or the oper-
ation thereof hercunder becomes impracticable as a result thereof, such tract may be

eliminated from the unitized area, and the intcrest of the parties rcadjusted us g r;-
sult of such tract being climinated from the unitized arca. In the event of a dispur.

as to the title to any royalty, working, or other interest subject hereto, the unje

operator may withhold payment or delivery of the allocated portion of the unitizad
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substances involved on account thercof, without liability for interest until the dis-

pute is finally settled, provided that no payments of funds due the State of New Mexico
shall be withheld. Unit Operator, as such, is relieved from any responsibility for aav
defect or failure of any title hereunder.

23. SUBSEQUENT JOINDER: Any oil or gas interest in lands within the unit

area not committed hereto, prior to the submission of the agreement for final approval
by the Commissioner and the Division, may be committed hereto by the owner or owners

of such rights, subscribing or consenting to this agreement, or executing a ratifi-
cation thereof, and if such owner is also a working interest owner, by subscribing to
the operating agreement providing for the allocation of costs of exploration, develqpm
ment, and operation. A subsequent joinder shall be effective as of the first day of the
month following the approval by the Commissioné; and the filing with the Division of
duly executed counterparts of the instrument or instruments committing the interest of
such owner to this agreement, but such joining party or parties, before participatinz
in any benefits hereunder, shall bg required to ‘assume and pay to unit operator, their
proportionate share of the uﬁit expenses incurred prior to such party’s or parties
joinder in the unit agreement, and the unit operator shall make appropriate adjustments

caused by such joinder, without any retroactive adjustment or revenue.

24, COUNTERPARTS: This agreement may be executed in ény number of counter-
parts, no one of which needs to be executed by all parties, or may be ratified or con-
-sented to by separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who have executed such a counterpart, ratification,
or consent hereto with the same force and effect as 1f all such parties had signed the
same document, and regardless of whether or not it is executed by all other parties
owning or claiming an interest in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree-
ment to be executed as of the respective dates set forth opposite their signatures. .

UNIT OPERATOR AND WORKING INTEREST OWNER

YATE;/@TROLE* CORPORATION

OPERATGR___
DATE: __ (- 3- £¢ By Z%” /‘»Z///Q
/ /7 / Attorney—in-Fact

ATTEST

e

BY

OTHER WORKING TNTEREST OWNERS

Company

DATE: BY:




STATE OF NEW MEXICO )
: SS
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this 3rd day of June,
1986 by John A. Yates, Attorney-in-Fact for YATES PETROLEUM CORPORATION, a
New,Mex:ico corporation, on behalf of said cor*porafcion.

Myt commission expires: M,_) ,z/ %W(W
Thare L/ /9% Notary Public

N
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EXHIBIT B TO UNIT AGREEMENT

SANDSAGE STATE UNIT AGREEMENT

Schedule of Tract Numbers, Ownership and Participation

6/ Ll/80

BASIC OVERRIDE OR PRO-
TRACT LEASE NO, & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
1 T15S~R35E 160.00 LG-3681 State Yates Petroleum Corporation None Yates Petroleum
Sec. 20: SWh 8/1/86 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.
25% each
2 T155-R35E 160.00 LG-3682 State Gas Producing Enterprises, None M & W of Lovington, Inc.
Sec. 21: NEY 8/1/86 1/8 Inc. 100%
3 T15S~R35E 320.00 LG-3683 State Yates Petroleum Corporation None Yates Petroleum
Sec. 29: N/2 8/1/86 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
. Myco Industries, Inc.
25% each
4 T155-R35E 480.00 LG-3726 State Yates Petroleum Corporation None Yates Petroleum
Sec. 16: NW4NEY, SLNEY, 9/1/86 1/8 Corporation
NW4NwWY, SkNWh, Yates Drilling Company
SWk, NE%SE4, Abo Petroleum Corporation
SWhSEX Myco Industries, Inc.
25% each
5 T15S~R35E 520.00 LG-3798 State Yates Petroleum Corporation None Yates Petroleum
Sec. 9: NEY%, NWhNwhk, 10/1/86 1/8 Corporation
SLNWY%, E%Swk, Yates Drilling Co.
SEY Abo Petroleum Corp.
Myco Industries, Inc.
25% each
6 T15S-R35E 160.00 LG-3859 State Yates Petroleum Corporatiaon None Yates Petroleum
Sec. 8: SE4 11/1/86 1/8 Corporation

Yates Drilling Company
hAbo Petroleum Corporation
Myco Industries, Inc.

25% each
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ACRES

LESSEE OF RECORD

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

6/1/86

WORKING INTEREST
OWNER -~ PERCENTAGE

TRACT
NO. DESCRIPTION
7 T155-R35E
Sec. 9: NEYNWY, whSwWk
8 T15S-R35E

Sec. 8: NEY

120.00

160.00

BASIC

LEASE NO. &

EXP. DATE ROYALTY
LG~4031 State
2/1/87 1/8
V-486 State
4/1/87 1/6

Cal-Mon 0il Company

Kerr-McGee Corporation

6.25% ORRI
Cal-Mon 0il
Corporation
2.8125%
Robert L.
Monaghan
.3125%
A.T., Carlton
3.1250%

3.53% ORRI

Roger Allen
.50%

Randy Smith
.50%

Andy Lattu
.38%

Larry Schulz
20%

James King
.21%

W.W. Gibson
.33%

Earl Chisholm

1.00%

Bob Stevens
.20%

Eugene Core

John H. Hendrix
Estoril Producing

Corporation
Jack O. McCall

Joe R. Henderson
Ernest Angelo,Jr.

Jack Markham

Jan 0Oil Company
George A. Thomas
William T. Thomas

Joe N. Gifford

Bascom L. Mitchell

partnership

M.B. Wisenbaker

J.M. Welborn

James S. DuBose

12.5000

12.5000
10.0000
6.2500
7.5000
2.5000
5.0000
2.5000
2.5000
2.9167
2.9167
5.8334
2.9166
2.5000
10.0000

Robert L. Monaghan 1.2500

Cal-Mon 0Oil
Company

DCM 0Oil and Gas

Corporation

Horseshoe 0il &
Gas Corporation

11.2500

2.5000

2.5000

Kerr-McGee Corporation

100%



EXHIBIT B
Page 3 of 23

6/1/86

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
9 T15S-R35E .160.00 LG-4535 State Yates Petroleum Corporation None Yates Petroleum
Sec. 20: NE% 9/1/87 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.
25% each
10 T155~R35E 160.00 V=652 State Great Western Drilling None Great Western Drilling
Sec. 16: NE4NWY%, NE4NEY, 12/1/87 1/6 Company Company 100%
NW4SEY%, SE%SE%
11 T15S-R35E 320.00 LG-5032 State Phillips Petroleum Company None Phillips Petroleum
Sec. 21: W/2 1/1/88 l/8 Company 100%
12 T15S-R35E 160.00 v-~1123 State Mitchell Energy Corporation None Mitchell Energy
Sec, 20: SE4 7/1/89 1/6 Corporation 100%
13 T15S5-R35E 160.00 V-1860 State Yates Petroleum Corporation None Yates wmwﬂowmca
Sec., 21: SEX% 6/1/91 1/6 Corporation

Total:

3040.00 - Acres

of New Mexico Lands

Mitchell Energy
Corporation
50% each



EXHIBIT B
Page 4 of 23

TRACT
NO. DESCRIPTION

BASIC
LEASE NO. &
ACRES EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

14 T15S-R35E
Sec. 17: E/2SE/4

15 T155~-R35E
Sec. 17: NE/4

20,0000 Higgins Trust 3/16
Inc.
10/3/86

N.mooo wmwom.z. H\m

Hostetler
10/29/86

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert ,1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
-1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.3333% ORRI Great Western Drilling
Raymond L. Company
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R.
Evans .2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Dunlap
.0595%
Joseph Schuchardt III
.1190%



LEXHIBIT B
Page 5 of 23

L, Ly e

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEFLST
HNO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
16 T158~R35E 2.5000 L.C. 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Clark, Jr. Corporation 40% Corporation-40%
4/18/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% ~20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
~20%
Myco Industries, Inc.
-20%
17 T155~R35E 20.0000 Russell 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Mainard Corporation 40% Corporation -40%
4/18/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% ~20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
-20%
Myco Industries, Inc.
-20%
18 T155~R35E 20.0000 Mildred 3/16 Yates Petroleum None Yates Fetroleun
Sec. 17: NE/4 Lindsey Corporation 40% Corporation-40%
5/5/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% -20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
~-20%
Myco Industries, Inc.
-20%
19 T155~R35E 2.5000 Marilyn J. 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Williams Corporation 40% Corporaticn=-40%
formerly Yates Drilling Company 20% Yates Drilling Company

Marilyn J. Darland
5/10/89

Abo Petroleum Corporation 20%
Myco Industries, Inc. 20%

-20%

Abo Petroleum Corporation
-20s8

Myco Industries, Inc.
-20%



EXHIBIL B
Page 6 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

ALy

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTLEREST
OWHER - PEFCENTAGE

20 T155S-R35E
Sec. 17: NE/4

21 T15S-R35E
Sec. 17: NE/4

5.5555

5.5555

Carlton James 3/16
Carmichael Estate
HBP

Madalyn Dotson 3/16
Bailey
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans L1117%

Donald R.

McClung .1117%

Samuel H. Peppiatt
.1339%

Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt 111
.0446%



EXHIBIT B
Fage 7 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

G/ L/ e,

OVERRIDE OR PRO~
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTACGE

22 T155-R35E
Sec. 17: NE/4

23 T155-R35E
Sec. 17: NE/4

5.5555

25.5556

Flo Brown 3/16
Little
HBP

Mary Jo 3/16
Dotson
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
, . 04463



Lapiligll B
Fage 8 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE QF RECORD

1 \.b\ (1)

OVERRIDE OR PRO~-
DUCTION PAYMENT WORKIHNG INTEFFST
AND PERCENTAGE OWNER - PEDPCENTAGE

24 T155-R35E
Sec. 17: NE/4

25 T15S~R35E
Sec. 17: NE/4

5.5555

25.5556

Conrad M. 3/16
Gathings
HBP

Mary Scott 1/6
Gould by her
Attorney-in-

Fact, Ralph

B. Shank

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
¥enneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.333% ORRI Great Western Drilling
Raymond L. Company
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R.
Evans «.2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Cunlap
.0595%
Joseph Schuchardt 111
‘ .1120%



EXHIRILT B
Page 9 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

GAL 80

OVERRIDE OR PRO-
DUCTION PAYIENT WORKING INTLORLST
AND PERCENTAGE CWIER - PERCENTAUE

26 T15S-R35E
Sec. 17: NE/4

27 T15S~R35E
Sec. 17: NE/4

5.5555

5.5555

Mary M. Stokes 3/16
and her husband
Jerry F. Stokes

HBP

H.D. White 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% OFRRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald v,
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H., Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymend L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald v.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
-.0223s
Joseph Schuchardt I11
.04460%



SNHIBIT B
Page 10 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

w00

OVERRIDE OR PRO-
DUCTION PAYMENT VCRKING INTERLST
AND PERCENTAGE OWHLER -~ PERCENTAGE

28 T155-R35E
Sec. 17: NE/4

29 T158-R35E
Sec. 17: NE/4

2.7778

1.3890

Elva Moad 3/16
HBP

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 1003
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans J1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 1003
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth M. Dunlap
L.0223%
Joseph Schuchardt 111
044063



LXHIBIT
Page 11

TRACT
NO.

)3
of 23

Las

DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

&, N / [

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWIIER - PERCENTAGE

30

31

T155~-R35E
Sec. 17: NE/4

T155-R35E

Sec. 17: E/2SE/4

1.3890

4.4445

Carroll Cobb 3/16
and his wife

Glenda Cobb

HBP

Madalyn Dotson 3/16
Bailey now Madalyn
Lansford

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 1002
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Creat Westecrn Drilling
Raymond L. Company
Noble ,4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
MeClung 11172
Samuel H. TPeppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
.0446%



LXHIBIT B
Page 12 of 23

by ly/8t

OVERRIDE OR PRO-

BASIC
TRACT LEASE NO. & DUCTION PAYMENT VORKING IUTOREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWlIER - PERCENTAGE
32 T15S~R35E 4.4445 Flo Brown 3/16 Great Western Drilling 1.2500% ORRI Great Western Drilling
Sec. 17: E/2SE/4 Little Company Raymond L. Company
HBP Noble .4762% 1003
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt ITI
.0446%
33 T155~R35E 14.4444 Mary Joe 3/1l6 Great Western Drilling 1.2500% ORRI Great Western Drilling
Sec. 17: E/2SE/4 Dotson Company Raymond L. Company
HBP Noble .4762% 100%

Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt ITI
. 044063



LXHIRLL
Fage 13

TRACT
NO.

of 23

DESCRIPTION

ACRES

BASIC
LEASE NO., &

EXP. DATE ROYALTY

LESSEE OF RECORD

YR YRty

OVERRIDE OR PRO-
DUCTION PAYMENT WOFKING INTLREST
AND PERCENTAGE CWHER - PEPCENTACE

34

35

T15S-R35E
Sec. 17: E/2SE/4

T15S-R35E
Sec. 17: E/2SE/4

4.4445

14.4444

Conrad M. 3/16
Gathings
HBP

Mary Scott 1/6
Gould, by her
Attorney-in-

Fact, Ralph B.
Shank

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Conpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
MeClung .1117%
Samuel H., Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.3333% ORRI Great Western Drilling
Raymond L. Company
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R.
Evans .2977%
Donald R.

Samuel H. Peppiatt
.3571%

Anita Rambo Dunlap
.0595%

Kenneth N. Dunlap
.0594%

Joseph Schuchardt 111
.1190%



EZHIBRLET
FPage 14

TRACT
NO.

R

of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

w, Lyoh

OVERRIDE OR PRO-
DUCTION PAYHNENT
AND PERCENTAGE

WORKING INTEPREST
OWHER - PERCENTAML

36

37

T15S-R35E
Sec. 17: E/2SE/4

T15S-R35E
Sec. 17: E/2SE/4

4.4445

2,2222

H.D. White 3/16
HBP

Elva Moad 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRRI Great Vestern Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald v.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Feppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joscph Schuchardt 111
L04.10%



EXHIBLIT
Page 15

TRACT
NO.

B
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

OVERRIDE OR PRO-

DUCTION PAYMENT
AND PERCENTAGE

6,/1,86

WORKING INTEREST
OWNER PERCENLTACE

38

39

T158-P35E
Sec. 17: E/2SE/4

T155-R35E
Sec. 17: E/2SE/4

1.1111

1.1111

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Carroll Cobb 3/16
and his wife,
Glenda Cobb

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI
Raymond L.
Noble .4762%

Great Western Drilling
Company
100%

Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H, Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N, Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans <1117%
Donald R.

M~CTuno 111
Lid4

:<<>c:u.
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
A .044¢6%

%



EXHIBIT

Page 16

TRACT
NO.

B
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

e

AT

OVERRIDE OR PRO-
DUCTION PAYMENT WOFKI!G INTEREST
AND PERCENTAGE OWHNER -~ PERCENTAGE

40

41

T155~R35E
Sec. 17: E/2SE/4

T15S-R35E
Sec. 17: E/2SE/4

4.4444

4.4444

Carlton James 3/16
Carmichael

Estate

HBP

Mary Stokes 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble ,4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert ,1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
, .0446%



EXHIRIT B
Page 17 of 23

TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

L, Lyoh

OVERRIDE OR PRO-
DUCTION PAYMENT WORKIMG ILTEREST
AND PERCEINTAGE OWNIER — FERCEINTAGE

42 T155-R35E
Sec. 17: W/2SE/4

43 T15S-R35E
Sec. 17: W/2SE/4

6.6667

6.6667

Madalyn Dotson 3/16
Bailey
HBP

Flo Brown 3/16
Little
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500 ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H, Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N, Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500 ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190C%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt T1T
_ .044¢%



EHaHIBIT B
Page 18 of 23

BASIC

O, L/ge

OVERRIDE OR PRO-

TRACT LEASE NO. & DUCTION PAYMENT WORKING IHNTERLST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWHER - PERCEITACE
44 T15S-R35E 16.6666 Mary Joe 3/16 Great Western Drilling 1.2500% ORRI Great Western Drilling
Sec. 17: W/2SE/4 Dotson Company Raymond L. Company
HBP Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L,1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%
45 T155-R35E 6.6667 Conrad M. 3/16 Great Western Drilling 1.2500 ORRI Great Western Drilling
Sec. 17: W/2SE/4 Gathings Company Raymond L. Company
HBP Noble .4762% 100%

Llewellyn B.

Culbert .1190%

Gerald V.

Mendenhall
.2083%

Grant R.

Evans .1117%

Donald R.
McClun

Samuel H. Peppiatt
.1339%

Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt ITT
.0446%

1117%

g
3



YN YR

ENHIRIT B
Page 19 of 23
BASIC OVERRIDE OR FRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTLEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWI'ER - PERCENTAGE
46 T15S-R35E 16.6666 Mary Scott 1/6 Great Western Drilling 3.3333% ORRI Great Westorn Drilling
Sec. 17: W/2SE/4 Gould, by her Company Raymond L. Company
Attorney-in- Noble 1.2697%% 100%
Fact, Ralph Llewellyn B.
B. Shank Culbert .3174%
HBP Gerald V.
Mendenhall
.5554%
Grant R.
Evans .2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Dunlap
.0595%
Joseph Schuchardt III
.1190%
47 T15S-R35E 6.6667 H.D. White 3/16 Great Western Drilling 1.2500 ORRI Great Vestern Drilling
Sec. 17: W/2SE/4 HBEP Company Raymond L. Company
Noble .4762% 100%

Llewellyn B.
Culbert .1190%
Geralad V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.

M~

McClung .111

Samuel H, Peppiatt
.1339%

Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt IITJ

_ . 04406+

7%
R4
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TRACT
NO.

B
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

pd b

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCE!NTAGE CWHER -~ PEPCLENTACE

48

49

T155-R35E
Sec. 17: W/2SE/4

T15S-R35E
Sec. 17: W/2SE/4

3.3334

1.6666

Elva Moad 3/16
HBP

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Conmnpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt IIT
.0446%

1.2500% ORRI Great Western Drilling

Raymond L. Company

Noble .4762% 1003

Llewellyn B.

Culbert .1190%

Gerald V.

Mendenhall
.2083%

Grant R.

Evans .1117%

Donald R.

McClung .1117%

Samuel H. Peppiatt
.1339%

Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt III
.0446%
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TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

@\ P\ Mﬁu

OVERRIDE OR PRO-
DUCTION PAYMENT WORK.ING INTERLST
AND PERCENTAGE OWHER - PERCENTAGE

50 T15S-R35E
Sec. 17: W/2SE/4

51 T15S-R35E
Sec. 17: W/2SE/4

1.6666

6.6667

Carroll Cobb 3/16
and his wife,
Glenda Cobb

HBP

Carlton James 3/16
Carmichael

Estate

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble ,4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap

.0223%

Joseph Schuchardt TIT
.0446%

1.2500% ORRI Great Westcrn Drilling
Raymond L. Conmpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans J1117%
Donald R.
McClung .1117%
Samuel H., Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt 111
.044¢€%
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BASIC
TRACT LEASE NO. &
NO. DESCRIPTION ACRES EXP. DATE __ROYALTY
52 T155-RILE 6.0067 Mary M. Stokes 3/16
Sec. 17: W/2SE/4 and her husband
Jerry F. Stokes
HBP
53 T155-R35E 3.75 James Reed McCrory
Sec. 17: NE/4 Unleased
54 T158-R35E 3.75 LIBERTY NATIONAL BANK,
Sec. 17: NE/4 a New Mexico Corporation
as Trustee for the W.T.
Reed Trust
Unleased
55 T15S-R35E 10.00 Home Stake Royalty
Sec. 17: NE/4 Corporation

Unleased

 LESSEE OF RECORD

Great Western Drilling
Company

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

L.2L00% ORI G
Raymond L.
Noble .4762%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt TII
.0446%

roeat

100%

WORKING INTEREST
OWNER - PERCENTAGE

Woestorn il ling

Company
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6/1/86

BASIC OVERRIDE OR PRO-
TRACT LEASE NO., & DUCTION PAYMENT WORKING INTEREST
NO, DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
56 T158-R35E 5.00 Baruch-Foster

Sec. 17: NE/4

Corporation
Unleased

Total: 320.00 Acres of Fee Lands

Recapitulation
3040.00 Acres State Lands 90.47619%
320.00 Acres Fee Lands 9.52381%

' 3360.00 Acres Total 100.00000%
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OPERATING AGREEMENT

THIS AGREEMENT, qnteredzéx}to by and between YATES_PETROLEUM CORPORATION, a
New Mexico corporation, S. Ath Street, Artesia, NM _  hercinafter 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 in-
terests in the land identified in Exhibit “A”, and the parties hereto have reached an agreement to explore
and develop these leases and/or oil and gas interests for the production of oil and gas to the extent and
as hereinafter provided:

NOW, THEREFORE, it is agreed as follows:

ARTICLE I
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 liguid
or gaseous hydrocarbons and other marketable substances produced therewith, unless an intent to
limit the inclusiveness of this term is specifically stated.

B. The terms ‘“oil and gas lease”, ‘“lease” and “leasehold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the parties to this 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 established 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:
ﬂ A. Exhibit “A"”, shall include the following information:
(1} Identification of lands subject to agreement,
(2) Restrictions, if any, as to depths or formations,
(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.
. 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.

If any provision of any exhibit, except Exhibit “E”, is inconsistent with any provision containeg
in the body of this agreement, the provisions in the body of this agreement shall prevail.
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1 ARTICLE IIIL.

2 INTERESTS OF PARTIES

3

4 A. Oil and Gas Interests:

5

6 If any party owns an unleased oil and gas interest in the Contract Area, that interest shall be

7 treated for the purpose of this agreement and during the term hereof as if it were a leased interest
8 under the form of oil and gas lease attached as Exhibit “B”. As to such interest, the owner shall re-
9 ceive royalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit
10 “B”. Such party shall, however, be subject to all of the provisions of this agreement relating to lessees,
11  to the extent that it owns the lessee interest. )

12

13 B. Interest of Parties in Costs and Production:

14

15 Exhibit *“A” lists all of the parties and their respective percentage or fractional interests under this
16 agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under
17  this agreement shall be borne and paid, and all equipment and material acquired in operatians on the
18 Contract Area shall be owned by the parties as their interests are shown in Exhibit “A”. All produc-
19 tion of oil and gas from the Contract Area, subject to the payment of lessor’'s royalties wikieReeitilielse-
20  BolRClyeiit Gk & shall also be owned by the parties in the same manner during the term
21  hereof; provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
22 ered hereby.

23

24 ARTICLE 1IV.

25 TITLES

26

7 A. Title Examination:
28
29 Title examination shall be made on the drillsite of any proposed well prior to commencement of
30 drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases
31 and/or oil and gas interests included, or planned to be included, in the drilling unit around such well.
32 The opinion will include the ownership of the working interest, minerals, royalty, overriding royalty
33 and production payments under the applicable leases. At the time a well is proposed, each party con-
34 tributing leases and.or oil and gas interests to the drillsite, or to be included in such drilling unit, shall
35 furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers
36 and curative material in its possession free of charge. All such information not in the possession of or
37T made available to Operator by the parties, but necessary for the examination of title, shall be obtained
38 by Operator. Operator shall cause title to be examined by attorneys on its staff or by outside attorneys.
39 Copies of all title opinions shall be furnished tc each party hereto. The cost incurred by Operator in
40  this title program shall be borne as follows:
+1
bR me——( e T B e e e e’ DA S Rt S i
43 preliminary, supplemental, shut-in gas royalty opinions and.disdeter=oTteI" lille opinions) shall be a
14 part of the administralive-oxesmesd=TsTTovided in Exhibit *‘C,” and shall not be a direct charge, whether
m‘ l,ﬁ(}p Lot o 4oL 44 g 2 kJ Jad a0 ] nfim.

46

17 3 Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys
48 for title examination (including preliminary, supplemental, shut-in gas royalty opinions and division
49  order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each
50 Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A”.
31 Operator shall make no charge for services rendered by its staff attorneys or other personnel in the
32  performance of the above functions.

33

34 Each party shall be responsible for securing curative matter and pooling amendments or agreements
55 required in connection with leases or oil and gas interests contributed by such party. The Operator shall be
536 responsible for the preparation and recording of Pooling Designations or Declarations as well as the
57 conduct of hearings before Governmental Agencies for the securing of spacing or pooling orders. This
538 shall not prevent any party from appearing on its own behalf at any such hearing.

39

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

63

5+ B. Loss of Title:

3

] \. Failure of Title; Should any oil and gas intcrest or lease, or interest therein, be lost through
87  failure of title, which loss results in a reduction of interest from that shown on Exhibit “A”, thig agree-
#3  ment, nevertheless, shall continue in force as to all remaining oil and gas leases and interests, and .
59 (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

-2-
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or operating costs which it may have theretofore paid, but there shall be no monetary liability on its
part to the other parties hereto for drilling, development, operating or other similar costs by reason of
such title failure; and

(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 acre-
age basis, as of the time it is determined finally that title failure has occurred, 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; and .

(¢) 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 interests (less costs and burdens attributable
thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well;
and

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

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

() 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, shut-in 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 fail-
ure to make proper payment, which acquisition will not be subject to Article VIIL.B., the interests of
the parties shall be revised on an acreage basis, effective as of the date of termination of the lease in-
volved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event
the party who failed to make the required 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;

(b) Proceeds. less operating expenses, thereafter accrued attributable to the lost interest on an
acreage basis. of that portion of oil and gas thereafter produced and marketed (excluding production
from 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 in-
terests; and

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

3. Qther Losses: All losses incurred, other than those set forth in Articles IV.B.1. and IV.B.2.
above, shall not be considered failure of title but shall be joint losses and shall be borne by all parties
in proportion :0 their interests. There shall be no readjustment of interests in the remaining portion of
the Contract Area,

ARTICLE V,
OPERATOR

A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

YATES PETROLEUM CORPORATION, 207 South 4th Street, Artesia, NM 88210 .. .
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 shal] con-
duct 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
negligerice or willful misconduct.
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B. Resignation or Removal of Operator and Selection of Successor:

1. 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 in the
Contract Area, or is no longer capable of serving as Operator, it shall cease to be Operator without any
action by Non-Operator, except the selection of 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 vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties 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 at an earlier date. Operator, after effect-
ive date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of
a corporate 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 Op-
erator shall ke 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. If the Operator that
is 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”, and not on the number of parties 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 a competitive contract basis at the usual
rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in the
drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate
of such charges shall be agreed upon by the parties in writing before drilling operations are com-
menced, and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in contracts of independent contractors who are doing work of a sim-
ilar nature.

ARTICLE VI
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the__13{ day of August s 19&6, Operator shall commence the drill-
ing of a well for oil and gas at the following location:

Township 15 South, Range 35 East
Section 16: W/2
Lea County, New Mexico

and shall thereafter continue the drilling of the well with due diligence to adequately test the
Austin Lime formation at approximately 13,200 feet.

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

Operator shall make reasonable tests of all formations encountered during drilling which give in-
dication of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited
in its application to a specific formation or formations, in which event Operator shall be required to
test only the formation or formations to which this agreement may apply.

If, in Operator’s judgment, the well will not produce oil or gas in paying quantities, and it wishes

to plug arnz abandon the well as a dry hole, it shall first secure the consent of all parties and shall
plug anc :ocandon same as provided in Article VIE.1l. hercof.

-4-
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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 loca-
tion, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall have thirty (30) days after receipt of the notice within which to notify the
parties wishing to do the work whether they elect to participate in the cost of the proposed operation.
If a drilling rig is on location, notice of 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 or legal holidays. Failure of a party receiving such notice to reply within the period above fixed
shall constitute an election by that party not to participate in the cost of the proposed operation. Any
notice or response given by telephone shall be promptly confirmed in writing.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article
VLB.1. or VLE.1. 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 sixty (60) 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
where the drilling rig is on location, as the case may be) actually commence work on 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 Op-
erator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform
the work required by such proposed operation for the account of the Consenting Parties, or (b) desig-
nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties. when
conducting operations on the Contract Area pursuant to this Article VI.B.2,, shall comply with all terms
and conditions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the
expiration of the applicable notice period. shall advise the Consenting Parties of (a) the total interest
of the parties approving such operation, and (b) its recommendation as to whether the Consenting Par-
ties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48)
hours (exclusive of Saturday, Sunday or legal holidays) after receipt of such notice, shall advise the
proposing party of its desire to (a) limit participation to such party’s interest as shown on Exhibit ~A”,
or (b) carry its proportionate part of Non-Con:senting Parties’ interest. The proposing party, a: its
election, may withdraw such proposal if there is insufficient participation, and shall promptly =ortify
all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Partizs in
the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting
Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. I: szuch
an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the prowisions
of this Article results in a producer of oil and/or gas in paying quantities, the Consenting Parties :hall
complete and equip the well to produce at their sole cost and risk, and the well shall then be ::rned
over to Operator and shall be operated by it at the expense and for the account of the Consenting Pz-ties.
Upon commencement of operations for the drilling, reworking, deepening or plugging back of anz 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 owr. and
be entitled to receive, in proportion to their respective interests, all of such Non-Consenting Zzrty’s
interest in the well and share of production therefrom until the proceeds of the sale of such :hare,
caleulated at the well, or market value thereof if such share is not sold (after deducting proc:ction
taxes. crude- 011 excise taxes, royalty, overriding royalty and other interests
existing on the effective date hereof, payable out of or measured by the prcduc-
tion 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 :_:rface
equipment beyond the wellhead connections (including, but not limited to, stock tanks, sezarwiors,
treaters, pumping equipment and piping), plus 100 % of each such Non-Consenting Party’s sharz ¢ the
cost of operation of the well commencing with first production and continuing until each sucz Non-
Consenting Party’s relinquished interest shall revert to it under other provisions of this Article. - Deing
agreed that cach Non-Consenting Party’s share of such costs and equipment will be that interes: -which
would have been chargeable to each Non-Consenting Party had it participated in the well from --& be-
ginning of the operation; and

(b) 300 9 of that portion of the costs and expenses of drilling reworking, deepening, or :..zging
back, testing and completing, after deducting any cash contributions received under Article VIII.C., and
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300 % of that portion of the cost of newly acquired equipment in the well (to and including the well-
head connections), which would have been chargeable to such Non-Consenting Party if it had partici-
pated therein.

Gas production attributable to any Non - Consenting Party’s relinquished interest upon such Party’s
election, shall be sold to its purchaser, if available, under the terms of its existing gas sales con-
tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable from
such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
ered from the Non - Consenting Party's relinquished interest. If such Non - Consenting Party has not
contracted for sale of its gas at the time such gas is available for delivery, or has not made the elec-
tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
Consenting Party’s share of gas as hereinabove provided during the recoupment period.

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 te responsible for the payment of
all production, crude 0il excise taxes, severance, gatherina and other taxes, and all
royalty, overriding royalty and other burdens applicable to Non-Consenting Party's
share of production. )

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, tubing and other equipmen: in the well, but the ownership of
all such equipment shall remain unchanged; and upon abandonment of a 1 after such reworking,
plugging back or deeper drilling, the Consenting Parties shall account for such equipment to the
owners thereof, with each party receiving its proportionate part in kina .r in value, less cost of
salvage.

Within sixty (60) days after the completion of any operation under this Article, the party con-
ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
ventory of the equipment in and connected to the well, and an itemizec 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 billings. Each month thereafter, during the time the Consenting Parties are being
reimbursed as provided above, the Party conducting the operations for +he Consenting Parties shall furn-
ish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the
operation of the well, together with a statement of the quantity of oil and gas produced from it and the
amount of proceeds realized from the sale of the well’s working interest production during the preceding
month. In determining the quantity of oil and gas produced during any month, Consenting Parties
shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any
amount realized from the sale or other disposition of equipment newly acquired in connection with any
such operation which would have been owned by a Non-Consenting Party had it participated therein
shall be credited against the total unreturned costs of the work done and of the equipment purchased,
in determining when the interest of such Non-Consenting Party shall revert to it as above provided;
and if there is a credit balance, it shall be paid to such Non-Consentinz party.

If and when the Consenting Parties recover from a Non-Consenzing Party’s relinquished interest
the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
matically revert to it, and, from and after such reversion, such Non-Corsenting Party shall own the same
interest in such well, the material and equipment in or pertaining thereto, and the production there-
from as such Non-Consenting Party would have been entitled to had it participated in the drilling,
reworking, deepening or plugging back of said well. Thereafter, suca 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 agree< that without the mutual consent
of all parties, no wells shall be completed in or produced from a sou-ce 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 whatscever to the drilling of the initial
T

well described in Article VIL.A. except (a) when Option 2, Article % 7”1.D.1.,, has been selected, or (b)
to the reworking, deepening and plugging back of such initial well. :© such well is or thereafter shall
prove to be a dry hole or non-commercial well, after having been drii.ed to the depth specified in Article
VLA. ‘

C. Right to Take Production in Kind:

Each party electing to take in kind or separately dispose of its proportionate share of the production from the Contract Area
snall keep accurate records of the volume, selling price, royalty and taxes relative =5 its share of production. Non-Operators
shall, upon request, furnish Operator with true and complete copies of the records recu-red to be kept hereunder whenever, under
the terms of this agreement or any agreement executed in connection herewith, it is necassary for Operator to obtain said informa-
tion. Any information furnished to Operator hereunder shall be used by Operator only =3 the extent necessary to carry aut jts
cuties as COperator and shall otherwise be kept confidential.

Zach carty shall have the right to take in kind or separately dispose of its ;rcrz-signate share of 211 0il and gas produced
from tne Lontract Area, exclusive of production which may be used in development ang =rpducing operations and in preparing and
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1 treating oil for marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separats
disposi tion by any party of its proportionate share of the production shall be borne by such party. Any party taking its share of
2 g;::\:cuon in kind shall be required to pay for only {ts proportionate share of such part of Operator’'s surface facilities which it
3
4 Each party shall execute such division orders and contracts as may be necessary for the sale of its
5 interest in production from the Contract Area, and, except as provided in Article VIL.B., shall be entitled
6 to receive payment direct from the purchaser thereof for its share of all production.
7 .
8 In the event any party shall fail to make the arrangements necessary to take in kind or separately
9 dispose of its proportionate share of the oil and gas produced from the Contract Area, Operator shall have
10  the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
11  oil and gas or sell it to others at any time and from time to time, for the account of the non-taking
12 party at the best price obtainable in the area for such production. Any such purchase or sale by Op-
13 erator shall be subject always to the right of the owner of the production to exercise at any time its
14 right to take in kind, or separately dispose of, its share of all oil and gas not previously delivered to a
15 purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only for
16  such reasonable periods of time as are consistent with the minimum needs of the industry under the
7  particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the
18 foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party’s
19 share of gas production without first giving such other party thirty (30) days notice of such intended
20 sale.
21
29 In the event any party hereto 1s not at any time taking or marketing its share of gas
production and Operator is either (i) unwilling to purchase or sell or (i1i) unable to
23 obtain the prior written consent to purchase or sell such party's share of gas production,
24 or in the event any party has contracted to sell its share of gas produced from the Contract
25 Area to a purchaser which does not at any time while this agrecment is in effect take the
26 full share of gas attributable to the interest of such party, then in any such event the
a7 terms and conditions of the Gas Balancing Agreement attached hereto as Exhibit "E" and
: incorporated herein shall automatically become effective.
2 D. Access to Contract Area and Information:
30
31 Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect
32  or observe operations, and shall have access at reasonable times to information pertaining to the de-
33 velopment or operation thereof, including Operator’s books and records relating thereto. Operator, upon
34 request, shall furnish each of the other parties with copies of all forms or reports filed with govern-
35 mental agencies, daily drilling reports. well logs, tank tables, daily gauge and run tickets and reports
36 of stock on hand at the first of each month, and shail make available samples of any cores or cuttings
7 taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to
38 Non-Operator, other than that specified above, shall be charged to the Non-Operator that requests the
39  information.
40
+1 E. Abandonment of Wells:
19
43 1. Abandonment of Dry Holes: Except for any well drilled pursuant to Article VI.B.2.. any well
44  which has been drilled under the terms of this agreement and is proposed to be completed as a dry hole
43 shall not be plugged and abandoned without the consent of all parties. Should Operator, after diligent
46  effort, be unable to contact any party, or should any party fail to reply within forty-eight (48) hours
17 (exclusive of Saturday, Sunday or legal holidays) after receipt of notice of the proposal to plug and
48 abandon such well, such party shall be deemed to have consented to the proposed abandonment. All
49  such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,
30 risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-
31  jects to the plugging and abandoning such well shall have the right to take over the well and conduct
32 further operations in search of oil and/or gas subject to the provisions of Article VILB.
33
34 2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
35 worked pursuant to Article VI.B.2. hereof for which the Consenting Parties have not been fully reim-
33  bursed as therein provided, any well which has been completed as a producer shall not be plugged and
57 abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
533 be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense
2 of all the parties hereto. If, within thirty (30) days after receipt of notice of the proposed abandanment
<0  of such well, all parties do not agree to the abandonment of any well, those wishing to continue its op-
41 eration shall tender to each of the other parties its proportionate share of the value of the well’s salvable
P )

material and equipment, determined in accordance with the provisions of Exhibit “C”, less the estimated
%3  cost of salvaging and the estimated cost of plugging and abandoning. Each abandoning party :ha]]
34 assign to the non-abandoning parties, without warranty, express or implied, as to title or as to quartity,
33 quality, or fitness for use of the equipment and material, all of its interest in the well and related equip-
<3 ment, together with its interest in the leasehold estate as to. but only as to, the interval or intervals of the

T  formation or formations then open to production. If the interest of the abandoning party is or includes
38 an oil and gas interest, such party shall execute and deliver to the non-abandoning party.or parties an
"9 oil and gas lease, limited to the interval or intervals of the formation or formations then open to prciue-
T0  tion, for a term of one year and so long thereafter as oil and/or gas is produced from the interval or inter-
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1  vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
2 B". The assignments or leases so limited shall encompass the ‘“drilling unit” upon which the well is
3 located. The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon
4 the relationship of their respective percentages of participation in the Contract Area to the aggregate of
5 the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
6 of interest in the remaining portion of the Contract Area.
7
8 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the op-
9 eration of or production from the well in the interval or intervals then open other than the royalties
10 retained in any lease made under the terms of this Article. Upon request, Operator shall continue to
11  operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
12  templated by this agreement, plus any additional cost and charges which may arise as the result of
13 the separate ownership of the assigned well.
14
15 ARTICLE VII,
16 EXPENDITURES AND LIABILITY OF PARTIES
17
18 A. Liability of Parties:
19
20 The liability of the parties shall be several, not joint or collective. Each party shall be responsible
21 only for its obligations, and shall be liable only for its proportionate share of the costs of developing
22  and operating the Contract Area. Accordingly, the liens granted among the parties in Article VIL.B. are
23  given to secure only the debts of each severally. It is not the intention of the parties to create. nor shall
24 this agreement be construed as creating, a mining or other partnership or association, or to render the
25 parties liable as partners. It is not the intention of the parties that this contract is
26 made or intended for the benefit of any third person.
27 B. Liens and Payment Defaults:
28
29 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a
30  security interest in its share of oil and. ‘'or gas when -extracted and its interest in all equipment. to secure
31 pavment of its share of expense, together with interest thereon at the rate provided in the Accounting
32 Procedure attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the
33 Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
34 of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator
35 for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
36 rights or security interest as security for the payment thereof. In addition, upon default by any Non-
37 Operator 1n the payment of its share of expense, Operator shall have the right, without prejudice to
38 other rights or remedjes, to collect from the purchaser the proceeds from the sale of such Non-Qperator’s
e TR P e B e R Suf B e RS Sy e ey
40  purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any de-
41  fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Op-
42  erator's proportionate share of expense.
43
44 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of
45 a statement therefor by Operator, the non-defaulting parties, including Operator, shall, upon request by
46  Operator, pay the unpaid amount in the proportion that the interest of each such party bears 1o the in-
47  terest of all such parties. Each party so paying its share of the unpaid amount shall, to obtain reimburse-
48 ment thereof, be subrogated to the security rights described in the foregoing paragraph.
49
30 C. Payments and Accounting:
51
52 Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses

53  incurred in the development and operation of the Contract Area pursuant to this agreement and shall
54 charge each of the parties hereto with their respective proportionate shares upon the expense basis pro-
55 wided in the Accounting Procedure attached hereto as Exhibit “C”. Operator shall keep an accurate
36 record of the joint account hereunder, showing expenses incurred and charges and credits made and
57 received.

59 Operator, at its election, shall have the right from time to time to demand and receive from the
60 other parties payment in advance of their respective shares of the estimated amount of the =xpense to
61  te incurred in operations hereunder during the next succeeding month, which right may be exercised only
62 by submission to each such party of an itemized statement of such estimated expense. tozZether with
63 an :nvoice for its share thereof. Each such statement and invoice for the payment in advarce of esti-
64 mated expense shall be submitted on or before the 20th day of the next preceding month. Each party
65 :nall pay to Operator its proportionate share of such estimate within fifteen (15) days arter such es-
66 ::mate and invoice is received. If any party fails to pay its share of said estimate within said time, the
67 amount due shall bear interest as provided in Exhibit “C"” until paid. Proper adjustmen: shall be
68 made monthly between advances and actual expense to the end that each party shall bear and pay its
69 oproportionate share of actual expenses incurred, and no more.
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1 D. Limitation of Expenditures:

2

3 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ex-
4 cept any well drilled or deepened pursuant to the provisions of Article VL.B.2. of this Agreement, it being
5 understood that the consent to the drilling or deepening shall include:

6

P OptiorNo—i—rri-retesTary—enpenditnpesfotethom—thrH ettt e PeR St e st cOTR Pl ek
—equippire—ei-the—wet—ineludins—mecessarp—taniage—gnd-crsuriave—tactities:

9

10 [@ Option No. 2: All necessary expenditures for the drilling or déepening and testing of the well. When
11 such well has reached its authorized depth, and all tests have been completed. Operatar shall give im-
12 mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
13 receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
14 days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
15  when made, shall include consent to all necessary expenditures for the completing and equipping of such
16 well. including necessary tankage and/or surface facilities. Failure of any party receiving such notice
17 to reply within the period above fixed shall constitute an election by that party not to participate in
18  the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
19  to attempt a completion, the provisions of Article VI.B.2. hereof (the phrase “reworking, deepening or
20 plugging back” as contained in Article VI.B.2. shall be deemed to include “completing”) shall apply to
21  the operations thereafter conducted by less than all parties.
22 '

23 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged

24 back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agree-
25 ment, it being understood that the consent to the reworking or plugging back of a well shall include
26 consent to all necessary expenditures in conducting such operations and completing and equipping of
27 said well, including necessary tankage and/or surface facilities.

28
29 3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
30  an expenditurein excess of _ TWENTY FIVE THOUSAND—=—————eeeeae—e—- Dollars ($25,000.00 )

31 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
32  ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
33 ever. that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different
34 nature. Operator may take such steps and incur such expenses as in its opinion are required to deal with
35 the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
36 gency to the other parties. If Operator prepares “Authority for Expenditures” for its own use,
37 Operator, upon request, shall furnish copies of its ‘“‘Authority for Expenditures” for any single project

38  costing in excess of FIFTEEN THOUSAND Dollars ($_13,000.00 ).
39

40 E. Royalties, Overriding Royalties and Other Payments:

41

42 Each party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of
43 1/8 of 8/8ths due on its share of production and shall hold the other parties free

44 from any liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
45 ment is subject to any royalty, overriding royalty, production payment, or other charge over and above
46 the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account
47 for or cause to be accounted for, such interest to the owners thereof.

48 Xo party shall ever be responsible, on any price basis higher than the price received by such party, to any other party’s lessor
or rovalty owner; and if any such other party's lessor or royalty owner should demand and receive settlements on a higher price basis,
49 the p.arty contributing such lease shall bear the royalty burden insofar as such higher price is concerned.

50 T: is recognized by the parties hereto that in additfion te each party’s share of working interest praoduction as shown in Exhidit
51 AN, ch party shall have the right, subject to existing contracts, to market the royalty gas attributable to each lease which it
coa tes to the Contract Area and to receive payments due for such royalty gas produced from or allocated to such lease or leases.
52 Iz is zgreed that, regardless of whether each party markets or contracts for its share of gas, including the royalty gas under the
ieases which it contributed to the Contract Ares, such party agrees to pay or cause to be paid to tl'.xe royalty owners under its lease
53 or .eases the proceeds attributable to thelr respective royalty interest and to hold all other parties hereto harmless for its failure
to do so.

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

55

36 Rentals, shut-in well payments and minimum royalties which may be required under the terms of
37 anv lease shall be paid by the party or parties who subjected such lease to this agreement at its or their
58 oxpense. In the event two or more parties own and have contributed interests in the same lease to this
59 agzreement, such parties may designate one of such parties to make said payments for and on behalf of al]
60  such parties. Any party may request, and shall be entitled to receive, proper evidence of all such pay-
61 mern:s. In the event of failure to make proper payment of any rental, shut-in well payment or minimum
62 sova.tv through mistake or oversight where such payment is required to continue the lease in force,
63 snv loss which results from such non-payment shall be borne in accordance with the provisions ot Article
64 IV 32

65

66 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shut-
67 -~ :n or return to production of a producing gas well, at least five (5) days (excluding Saturday, Sun-
68 izv znd holidays), or at the earliest opportunity permitted by circumstances, prior to taking such action,
69  =u: assumes no liability for failure to do so. In the event of failure by Operator to so notify Non-

70 Orzerstor. the loss of any lease contributed hereto by Non-Operator for failure to make timely payments
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66

of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
IV.B.3.

G. 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 ren-
dition 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 con-
tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
being subject to outstanding excess royalties, overriding 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
reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
ner provided in Exhibit “C.

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within
the time and manner prescribed by law, and prosecute the protest to a final determination, unless all
parties agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any interest and
penalty. When any such protested assessment shall have been finally determined, Operator shall pay
the tax for the joint account, together with any interest and penalty accrued, and the total cost shall then
be assessed against the parties, and be paid by them, as provided in Exhibit “C”.

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

H. 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 Op-
erator may be a self-insurer for liability under said compensation laws in which event the only charge
that shall be made to the joint account shall be an amount equivalent to the premium which would have
been paid had such insurance been obtained. 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 fully owned automotive equipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall
not be surrendered in whole or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
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 lcase, 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 desiring to surrender it. If the interest of the assigning party includes an oil and gas interest, the as-
signing party shall execute and deliver to the party or parties not desiring to surrender an oil and gas
lease cavering such oil and gas interest for a term ol one 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, the assigning party shall be relieved from all obligations thereafter aceruing,
but not theretofore accrued, with respect to the acreage assigned and the operation of any well thereon,
and the assigning party shall have no further interest in the lease assigned and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The parties
assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any wellg
and equipment on the assigned 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 plug-
sing und abandoning. If the assignment is in favor of more than one party, the assigned interest shall

-10 -
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1  be shared by the parties assignee in the proportions that the interest of each bears to the interest of all
2 parties assignee.

3

4 Any assignment or surrender made under this provision shall not reduce or change the assignor’s or
3 surrendering parties’ interest, as it was immediately before the assignment, in the balance of the Contract
6 Area: and the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter
7  be subject to the terms and provisions of this agreement.

8

3 B. Renewal or Extension of Leases:

10

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

17

18 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it
19  shall be owned by the parties who elect to participate therein, in a ratio based upon the relationship of
20  their respective percentage of participation in the Contract Area to the aggregate of the percentages
21  of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
22  Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.
23 without warranty
24 Each party who participates in the purchase of a renewal lease shall be given an assignment/of its
25  proportionate interest therein by the acquiring party.
26
27 The provisions of this Article shall apply to renewal leases whether they are for the entire interest
28  covered by the expiring lease or cover oniy a portion of its area or an interest therein. Any renewal lease
29  taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
30 the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted
31 for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
32 lease and shall not be subject to the provisions of this agreement.
33
34 The provisions in this Article shall apply also and in like manner to extensions of oil and gas
35 leases. The provisions of this Article VIII-B shall only apply to leases, or portions
386 of leases, located within the Unit Area.

37 C. Acreage or Cash Contributions:

38
39 While this agreement is in force, if any party contracts for a contribution of cash toward the drilling
40 of a well or any other operation on the Contract Area, such contribution shall be paid to the party who
41 conducted the drilling or other operation and shall be applied by it against the cost of such drilling or
42  other operation. If the contribution be in the form of acreage. the party to whom the contribution is
43 made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling
44 Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all parties hereto
45 are Drilling Parties and accept such tender, such acreage shall become a part of the Contract Area and
46 be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
47  accept such tender, such acreage shall not become a part of the Contract Area. Each party shall prompt-
48 ly notify all other parties of all acreage or money contributions it may obtain in support of any well or
49 any other operation on the Contract Area.

50
51 If any party contracts for any consideration relating to disposition of such party’s share of substances
52 produced hereunder, such consideration shall not be deemed a contribution as contemplated in this
53  Article VIIL.Cc. This paragraph shall not be applicable to the contribut':ion of acreage
54 DY the Contributing Parties toward the Initial, Substitute, or Option Test Well.
35 D. Subsequently Created Interest:

56

57 Notwithstanding the provisions of Article VIILE. and VIII.G., if any party hereto shall, subsequent
58 to execution of this agreement, create an overriding royalty, production payment, or net proceeds inter-
59  est, which such interests are hereinafter referred to as “subsequently created interest”, such subsequently
60 created interest shall be specificaily made subject to all of the terms and provisions of this agreement, as
61 follows:

62

63 1. If non-consent operations zre conducted pursuant to any provision of this agreement, and the

654 party conducting such operations becomes entitled to receive the production attributable to the interest
65 out of which the subsequently created interest is derived, such party shall receive same free and clear
66 of such subsequently created interest. The party creating same shall bear and pay all such subsequently
67  created interests and shall indemnify and hold the other parties hereto free and harmless from any and
58  all liabi.ity resulting therefrom.

69

70
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2. If the owner of the interest from which the subsequently created interest is derived (1) fails to
pay, when due, its share of expenses chargeable hereunder, or (2) elects to abandon a well under pro-
visions of Article VLE. hereof, or (3) elects to surrender a lease under provisions of Article VIILA.
hereof, “he subsequently created interest shall be chargeable with the pro rata portion of all expenses
hereunder in the same manner as if such interest were a working interest. For purposes of collecting
such chargeable expenses, the party or parties who receive assignments as a result of (2) or (3) above
shall have the right to enforce all provisions of Article VIL.B. hereof against such subsequently created
interest.

E. Maintenance of Uniform Interest:

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

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

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

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

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 require such co-owners to appoint a single trustee or agent with full
authority to receive notices. approve expenditures, receive billings for and approve and pay such party’s
share of the joint expenses. and to deal generally with, and with power to bind. the co-owners of such
party’s interests within the scope of the operations embraced in this agreement; however, all such
co-owners shall have the right to enter into and execute all contracts or agreements for the disposition
of their respective shares of the oil and gas produced from the Contract Area and they shall have the
right to receive, separately. payment of the sale proceeds hereof.

F. Waiver of Right to Partition:
If permitted by the laws of the state or states in which the property covered hereby is located, each

party hereto owning an undivided interest in the Contract Area waives any and all rights it may have
to partition and have set aside to it in severalty its undivided interest therein.

a
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interests in the Contract Area, it shall promptly give written notice to the other parties, wi
mation concerning its proposed sale, which shall include the name and address
chaser (who must be ready. willing and able to purchase), the purcha
the offer. The other parties shall then have an optional prigu-st
receipt of the notice, to purchase on the same term conditions the interest which the other party
proposes to sell; and, if this optional ri S exercised. the purchasing parties shall share the pur-
chased interest in the proporti at the interest of each bears to the total interest of all purchasing
parties. However, the be no preferential right to purchase in those cases where any party wishes
to mortgaged erests, or to dispose of its interests by merger, reorganization, consolidation, or sale
T substantially all of its assets to a subsidiary or parent company or to a subsidiary of a parent

prospective pur-
Tce, and all other terms of
t, for a period of ten (10) days after

_ et ot e GO > IREPAN x e bpiani by Farat TPONY

53

54 ARTICLE IX,

55 INTERNAL REVENUE CODE ELECTION

56

57 This agreement is not intended to create, and shall not be construed to create, a relationship of part-
58 nership or an association Zor profit between or among the parties hereto. Notwithstanding any pro-
59  visions herein that the rignis and liabilities hereunder are several and not joint or collective, or that this
60 agreement and operations hereunder shall not constitute a partnership, if, for Federal income tax pur-
61 poses, this agreement and :he operations hereunder are regarded as a partnership, each party hereby
62 affected elects to be excluded from the application of all of the provisions of Subchapter “K”, Chapter
63 1, Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Section 761 of
64 the Code and the regulations promulgated thereunder. Opecrator is authorized and directed to execute on
65  behalf of each party herecy affected such evidence of this clection as may be required by the Secretary
56 of the Treasury of the Un:ied States or the Federal Internal Revenue Service, including specifically, but
57  not by way of limitatiorn. all of the returns, statements, and the data required by Federal Regula-
68 tions 1.761. Should there “e any requirement that ecach party hereby affected give further evidence of
69  this election. ecach such pariv shall execute such documents and furnish such other evidence as may be
70  requiree by the Federal I-ternal Revenue Service or as may be nccessary to evidence this election. No
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1 such party shall give any notices or take any other action inconsistent with the election made hereby.
2 If any present or future income tax laws of the state or states in which the Contract Area is located or
3 any future income tax laws of the United States contain provisions similar to those in Subchapter “K,
4 Chapter 1, Subtitle “A”, of the Internal Revenue Code of 1954, under which an election similar to that
5 provided by Section 761 of the Code is permitted, each party hereby affected shall make such election as
6 may be permitted or required by such laws. In making the foregoing election, each such party states that
7 the income derived by such party from Operations hereunder can be adequately determined without the
8 computation of partnership taxable income.

9

10 ARTICLE X.

11 CLAIMS AND LAWSUITS

12

13 Operator may settle any single damage claim or suit arising from operations hereunder if the ex-
14 penditure does not exceed __ FLFTEEN THOUSAND Dollars
15 ($15,000,00 ____) and if the payment is in complete settlement of such claim or suit. If the amount
16 required for settlement exceeds the above amount, the parties hereto shall assume and take over the
17 further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
18 pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
19  of the parties. If a claim is made against any party or if any party is sued on account of any matter
20  arising from operations hereunder over which such individual has no control because of the rights given
21 Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall
22 be treated as any other claim or suit invoiving operations hereunder.
23

24 ARTICLE XIL
25 FORCE MAJEURE
26
27 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations
28  under this agreement, other than the obligation to make money payments, that party shall give to all
29  other parties prompt written notice of the force majeure with reasonably full particulars concerning it;
30 thereupon, the obligations of the party giving the notice, so far as they are affected by the force majeure,
31 shall be suspended during, but no longer :han, the continuance of the force majeure. The affected party
32 shall use all reasonable diligence to remove the force majeure situation as quickly as practicable.
33
34 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not
35 require the settlement of strikes, lockouts. or other labor difficulty by the party involved, contrary to its
36 wishes; how all such difficulties shall be ~andled shall be entirely within the discretion of the party
37 concerned. ‘
38
39 The term “force majeure”, as here employed, shall mean an act of God. strike, lockout, or other
40 industrial disturbance, act of the public =nemy, war, blockade. public riot, lightning, fire, storm, flood,
41  explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment,
42  and any other cause, whether of the kird specifically enumerated above or otherwise, which is not
43 reasonably within the control of the party claiming suspension.
44
45 ARTICLE XIIL

46 NOTICES
47

48 All rotices authorized or required Setween the parties, and required by any of the provisions of
49 this agreement. unless otherwise speciZically provided, shall be given in writing by United States mail
50 or Western Union telegram, postage or charges prepaid, or by teletype, and addressed to the party to
51 whom the notice is given at the addresses listed on Exhibit “A”. The originating notice given under any
52  provision hereof shall be deemed given only when received by the party to whom such notice is directed,
53 and the time for such party to give any notice in response thereto shall run from the date the originat-
54 ing notice is received. The second or z=v responsive notice shall be deemed given when deposited in
55 the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
56 or when sent by teletype. Each party szall have the right to change its address at any time, and from
57 time to time, by giving written notice he-eof to all other parties.

58

59 ARTICLE XIII.

60 TERM OF AGREEMENT

61

62 This agreement shall remain in full Zsrce and effect as to the oil and gas leases and-or oil and gas in-
63 terests subjected hereto for the period :Z :ime selected below: provided, however, no party hereto shall

64 cver be construed as having any right. -:tle or interest in or to any lease, or oil and gas interest con-
65 tributed by any other party beyond th¢ term of this agreement.

66
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= dption 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 produc-
tion, and for an additional period of 180 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 or reworking a well or wells hereunder, this agreement shall continue in force until such op-
erations have been completed and if production results therefrom, this agreement shall continue in
force as provided herein. In the event the well described in Article VLA, or any subsequent well
9 drilled hereunder, results in a dry hole, and no other well is producing, or capable of producing oil
10 axq/or gas from the Contract Area, this agreement shall terminate unless drilling or reworking opera-
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11 tions are commenced within _LZ_O___days from the date of abandonment of said well.
12
13 It is agreed, however, that the termination of this agreement shall not relieve any party hereto from

14 any liability which has accrued or attached prior to the date of such termination.

16 . '~ ARTICLE XIV.

17 ) L COMPLIANCE WITH LAWS AND REGULATIONS

18 . " ) ' . . .

19 A. Laws, Regulations and Orders: -

20 . : . , - o . ' ‘
21 This agreement shall be subject to the conservation laws of the state in which the committed

22 acreage is located, to the valid rules, regulations, and orders of any duly constituted regulatory body of

23  said state; and to all other applicable federal, state, and local laws, ordinances, rules, regulations, and~”
24 orders. '

25 ' Ly

26 B. Governing Law: e

27 R I .

28 The essential validity of this agreement and all matters pertaining thereto, including, but not lim-

29 ited to, matters of performance, non-performar’fce, breach, remedies, procedures, rights, duties and in--
30 terpretation or construction, shall be governed and determined by the law of the state in which the

31 Contract Area is located. If the Contract Area is in two or more states, the law of the state where most

32 of the land in the Contract Area is located shall govern. :

33 o

34 e L o . ARTICLE XV. -

35 ol - OTHER PROVISIONS 4
36

37! A, Not included.
.. 38 B, Not included.
g9 C. Not included.

D. Notwithstanding any other provisions herein, if during the term of this agreement, a well is required
42 to be drilled, deepened, rewarked, plugged back.,’smetzadced,orremrpleted,orar?/othgropemtla; that
may be required in order to (1) continue a lease or leases in force and effect, or (2) maintain a unitized
area or any portion thereof in force and effect, or (3) earn or preserve an interest in and to oil and/ar
" 44 gas and other minerals which may be owned by a third party or which, failing in such operation, may revert
45 to a thixd party, or, (4) camply with an arder issued by a regulatory body having jurisdiction in the
premises, failing in which certain rights would terminate, the following shall Y. Sl'mldle'_ssthanal__l
46 ofthepartiesheretoelectto(grticipatearﬂpaytl’txeelr ﬂ;egmoéfodocsgsgt&ebfrlsrggmdm
such operation, those parties iring to cipate shall have rigi e cost,
A tgrtclbnclusim ofsud’xoperatlg,ﬁelzdl ofttlxgsepam?rgxt
icipati to execute amd iver an_ appropriate assigrment total'terestoe;
49 Dorparticipoting perty 1n am to the lease, losses, or rights which would have teminated or which
50 otherwise have been preserved by virtue of such operation, and in and to the lease, leases or rights
i ﬁala:m of the 1114 unit upon which the well‘ msmdnlleci, exoetptshugi bemverdeli\;eredm”s
theretofore campleted and capable of producing in paying quantities. assigrmen _ 0o
52ﬂepardcipapjxgpqrde§mﬂnpmporﬁmmattheybomﬂnapameatmhmabletothe
" 53 non~participating parties' interest.
54 B M icn, whether oil or gas, may be sold from the lease acreage, or lands pooled therewith, to
55 any pa.rt‘.yp'Isodm‘cmon subsidiaries, affilia tege:sor asscciates, without each party's prior written consent. All
56 prodiction sald from the lease acreage, or lands pooled therewith, will be an am’s length trade with a
third p\xdaser.ltise:@resslyagreedlf_pnormttencmser}tls@vgnma . selling to
57 ﬂmsefavét?ns subsidiaries, affiliates, or associates, the other parties to this agreement will have the
58 option to also sell to said purchaser, at the same or better price. .Inthgeevmtagiyepartyhexeto,mkes
59 anam'slagthtradewi@haﬂﬁxdpartypxc}nser,tkerammxgparuesmllhave option to also sell
at the same ar higher price.

F. Prior to camencement of any well drilled under this agreement, each non—operator must tender to the
§1 operatar its share of dry hole cost, as set out on Authority for Expenditure proposing such well,

55‘ =14~
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JUNE 1, 1986, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR", AND GREAT WESTERN DRILLING COMPANY, ET AL,
"NON-OPERATORS", COVERING LANDS IN LEA COUNTY, NEW MEXICO.
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.

él\é WITNESS WHEREQF, this agreement shall be effective as of __1S¥ day of ___June ,
19

OPERATOR

YATES OLEUM _GORPORATION

; 27 ﬁ%

NON-OPERATORS

SPATE OF NEW MEXICO )
+ S8
COUNTY OF EDDY )

The foregoing instrument was acknowledged before me this\i Qj day of

, 1986 by Ivhion (1 (lodun , Attorney-in-
Fa¢t for YATES PETROLEUM CORPORA¥ION, a New Mexico corporation, on behalf of
said corporation

— ot R Qo
}\C e s DAY i Lqﬁ?» Nothry Public

~15 -



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JUNE 1, 1986, BETWEEN YATES
PETROLEUM CORPORATION, "OPERATOR", AND GREAT WESTERN DRILLING COMPANY, ET AL, "NON-

OPERATORS", COVERING LANDS IN LEA COUNTY, NEW MEXICO.

EXHIBIT "a"

I. l. Lands Subject to Agreement:
Township 15 South, Range 35 East, N.M.P.M.
Section 8: E/2
Section 9: All
Section 16: All
Section 17: E/2
Section 20: E/2, SW/4
Section 21: All
Section 29: N/2
Containing 3,360 acres, more or less
Lea County, New Mexico

2. Depth Restriction:
None

3. Drilling Unit for First Well:
Proration Unit as established by the New Mexico OCD

II. Percentage Interests of Parties Under the Agreement:

III. Leasehold Interest

See Attached Exhibit A-2 Attached

PERCENT
PERCENT INITIAL
NAME '~ NET ACRES OF UNIT WELL
YATES PETROLEUM CORPORATION " 548.00 16.309524% 16.309524%
YATES DRILLING COMPANY 459.00 13.660714 13.660714
ABO PETROLEUM CORPORATION . 459.00 13.660714 13.660714
MYCO INDUSTRIES, INC. 459.00 13.660714 13.660714
GREAT WESTERN DRILLING COMPANY 412.50 12.276786 12.276786
PHILLIPS PETROLEUM COMPANY 320.00 9.523810 9.523810
. MITCHELL ENERGY CORPORATION 240.00 ’ 7.142857 7.142857
M & W OF LOVINGTON, INC. 160.00 4.761905 4,761905
KERR-McGEE CORPORATION : 160.00 4.761905 4.761905
JOHN H. HENDRIX 15.00 0.446428 0.446428
ESTORIL PRODUCING CORPORATION 15.00 0.446428 0.446428
CAL~MON OIL COMPANY 13.50 0.401786 0.401786
JACK O. McCALL 12.00 0.357143 0.357143
JAMES S. DUBOSE 12.00 0.357143 0.357143
HOME STAKE ROYALTY CORPORATION 10.00 0.297619 0.297619
ERNEST ANGELO, JR. 9.00 0.267856 0.267857
JOE R. HENDERSON 7.50 0.223213 0.223214
JAN OIL COMPANY 6.00 0.178571 0.178571
BARUCH/FOSTER CORPORATION 5.00 0.148810 0.148810
JAMES REGO McCRORY 3.75 0.111607 0.111607
LIBERTY NATIONAL BANK, a New Mexico cor-_
poration, TRUSTEE FOR THE W.T. REED TRUST 3.75 0.111607 0.111607
M.B. WISENBAKER 3.50 0.104167 0.104167
JOE N. GIFFORD 3.50 0.104167 0.104167
BASCOM L. MITCHELL 3.50 0.104167 0.104167
GEORGE A. THOMAS 3.00 0.089286 0.089286
WILLIAM T. THOMAS 3.00 0.089286 0.089286
JACK MARKHAM 3.00 0.089286 0.089286
J.M. WELBORN 3.00 0.089286 0.089286
DCM OIL and GAS CORPORATION 3.00 0.089286 0.089286
HORSESHOE OIL & GAS CORPORATION 3.00 0.089286 0.089286
ROBERT L. MONAGHAN ___1.50 0.044643 0.044643
3360.00 100.000000  100.000000



ATTACHED TC AND MADE A PART OF OPERATING AGREEMENT DATED JUNE 1, 1986, BETWEEN YATES
PETROLEUM CORPORATION, "OPERATOR", AND GREAT WESTERN DRILLING COMPANY, ET AL, "NON-
OPERATORS", COVERING LANDS IN LEA COUNTY, NEW MEXICO.

IV. Addresses of Parties to Which Notices Should be Sent:

James Reed McCrory
P. O. Box 25764
Albuquergque, NM 87125

Kerr-McGee Corporation
330 One Marienfeld Pl.
Midland, TX 79701

ATTMN John Alloway

Phillips Petroleum Company
P. 0. Box 1967
Houston, TX 77001

ATTN Cliff Chr

Baruch-Foster Corporation
1160 One Energy Square
4925 Greenville Ave.
Dallas, TX 75206

ATTN Claire Gaddis

John H. Hendrix
525 Midland Tower
Midland, TX 79701

Estoril Producing Corporation
Suite 1600, Independence Plaza.

Midland, TX 79701

Ernest Angelo, Jr.
410 North Main
Midland, TX 79701

Jack Markham
Suite 1212, 1500 Broadway
Lubbock, TX 79401

DCM Oil and Gas Corporation
P. 0. Box 1715
Midland, TX 79702

Robert L. Monaghan

c/o Cal-Mon 0il Company
P. O. Box 2066

Midland, TX 79702

Joe N. Gifford

210 North Big Spring
Suite 200

Midland, TX 79701

George A. Thomas
210 HBF Building
Midland, TX 79701

LIBERTY NATIONAL BANK, Trustee for
The W.T. Reed Trust

P. O. Box 1627

Lovington, NM 88260

Mitchell Energy Corporation
1000 Briercroft Savings Bldg.
200 North Loraine
Midland, TX 79701

ATTN Larry Cunningham

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

ATTN Bob Shanahan

Cal-Mon Oil Company

P. 0. Box 2066

Midland, TX 79702
ATTN Bob Monaghan

Jack O. McCall

1210 One First City Center
500 W. Texas

Midland, TX 79701

James S. DuBose
P. O. Box 2990
Fort Worth, TX 76103

Joe R. Henderson
P. O. Box 2477
Midland, TX 79702

J. M. Welborn
Suite 1212, 1500 Broadway
Lubbock, TX 79401

Horseshoe 0il and Gas Corporation
P. O. Box 870
San Angelo, TX 76902

ATTN George McCrea

M & W of Lovington, Inc.

Box 922

Lovington, NM 88260
ATTN Johnny Wilson

JAN 0Oil Company
P. O. Box 76499
Oklahoma City, OK 73147

M. B. Wisenbaker
Suite 1000, Paragon Tower
600 N. Marienfeld
Midland, TX 79701



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED JUNE 1, 1986, BETWEEN YATES
PETROLEUM CORPORATION, "OPERATOR", AND GREAT WESTERN DRILLING COMPANY, ET AL, "NON-
OPERATORS", COVERING LANDS IN LEA COUNTY, NEW MEXICO.

William T. Thomas Bascom L. Mitchell

c/o Bedford Equities 105 Energy Square

2777 Stemmons Freeway 505 North Big Spring

Dallas, TX 75207 Midland, TX 79701

Home Stake Royalty Corporation Yates Petroleum Corporation

2800 First National Tower Yates Drilling Company

Tulsa, OK 74103 Abo Petroleum Corporation
ATTN Barbara Courtney Myco Industries, Inc.

105 South Fourth Street
Artesia, New Mexico 88210
ATTN Jim Ball
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Recommended by the
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EXHIBIT ="C”

Atga hed to and made a part of Operating Agreement, dated June 1,
19 g, between Yates Petroleum Corporation, "Operator'", and

Great Western Drilling Company, et al, "Non-Operators"
covering lands in Lea County, New Mexico.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS
Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.

“Joint Operations”” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

- “Non-Operators” shall mean the parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

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

“Technical Employees” shall mean those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.

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

“Controllable 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 reflect 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¢7) 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 I. 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 iqconvenience 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 thgrgto, ‘Op.erator 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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II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1.

2.

Rentals and Royalties

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

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

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

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

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 as-
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 IL.

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

Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor
cost chargeable.1o 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%), or percentage most recently recommended by COPAS.

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 subject 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.

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 if such charges are excluded from the
Overhead rates. The cost of professional consultant services or contract services of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

Equipment and Facilities Furnished by 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 gxceed 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 iieu of charges in Paragraph TA above, Operator may clect 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.

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 rgsulting from Operator’s
gross negligence or willful misconduct. Operator shail furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereot has been received by Operator.

Legal Expense

Expense of handling, investigating and settlfmg litigation or claims, discharging of liens, payment of judements
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 lega)
expense is considered to be covered by the overhead provisions of Section III unless otherwise agreed to by the
Parties, except as provided :n Section I, Paragraph 3.

‘
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All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
Parties.

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

III. OVERHEAD

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:
{ xx) 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 24, 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.
ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall () shall
not (X ) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis

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

Drilling Well Rate $__2,200.00
Producing Well Rate $ 520.00

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

(a) Drilling Well Rate

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

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shail be made during suspen-
sion of drilling operations for tifteen (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 overproduction or failure of.pur'chaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet.

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

[5] All other inactive wells (including but not limited to inaptive wells covered by unit allowable,
lease allowable, transferred allowable, ete.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by 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 Fu.ald.s Produc-
tion Workers as published by the United States Department of Labor, Bureau of Lak?or 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 exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating

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

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed .
assets and any other project clearly discernible as a fixed asset, except Major Construction as de:.ned 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 deveilopment 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 in excess
of § i . :

A. 5 2% of total costs if such costs are more than $__25,000.00 put less than $ 100,000.00 ; plus
B. _3__% of total costs in excess of $ 100,000. 00 but less than $1,000,000; plus
C. __2 ¢ of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this 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 insutficient or excessive.

1V. 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 concition 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.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally avaiiable,

{2) Line Pipe

(a) Movement of less than 30,000 gounds 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 availabie.

{b) Movement of 30,000 pounds or mmore 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.o.b. railway receivinz point nearest the Joint Property where such Material is normally *
available.

B. Good Used Material (Condition B) !

Material in sound and serviceable condiiisn and suitable for reuse without reconditioning:

(1) Material moved to the Joint Proper::”
‘4) At seventy-tive percent (75¢ 7 o1 current new price, as determined by Paragraph 2A of this Scetion IV !
{2y Materinl moved from the Joint Prozerty

. Rk . ] R . RIS i 18 <o
(1) Al seventy-iive perecent (7370 0L current new nrice. as determined by Paragraph 2A of this Secuon 1V,
i slaterial was originally c¢harZza to the Jomt Account as new Material, or




The

{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 use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval
of Non-Operators.

D. 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 resuit in the Joint Account being charged with the value of the service ren-
dered by such Material.

E. Pricing Conditions

(1) Loading and unloading 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 II.

(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, both 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.

———— - - R
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EXHIBIT "D"

ATTACHED TO AND MADE A PART OF

OPERATING AGREEEMENT
DATED JUNE 1, 1986, BETWEEN YATES PETROLEUM CORPORATION,"OPERATOR", AND GREAT

WESTERN DRILLING COMPANY, ET AL, "NON-OPERATORS", COVERING LANDS IN LEA COUNTY,
NEW MEXICO.

ADDITIONAL INSURANCE PROVISIONS

Operator, during the term of this agreement, shall carry insurance for the

benefit and at the expense of the parties hereto, as follows:

[A) Workmen's Compensation Insurance as contemplated by the state in
which operations will be conducted, and Employer's Liability

Insurance with limits -of not less than $100,000,00 per emplovee.

(B) Public Liability Insurance:

Bodily Injury ~ $500,000.00 each occurrence.

() Automobile Public Liability Insurance:
Bodily Injury - $250,000.00 each person.
$500,000.00 each occurrence.

Property Damage — $100,000.00 each occurence.

Except as authorized by this Exhibit "D", Operator shall not make any charge to
the joint account for insurance premiums. Losses not covered by Operator's
insurance (or by insurance required by this agreement to be carried for the

benefit snd at the expense of the parties hereto) shall be charged to

he

rr

joint aczount.



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT, DATED JUNE 1, 1986, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR", AND GREAT WESTERN DRILLING COMPANY, ET
AL, "NON-OPERATORS", COVERING LANDS IN LEA COUNTY, NEW MEXICO.

TYXHIBIT "E"

GAS RALANCING AGREEMENT

The parties to the Operating Agreement to which this agreement is at-
tached own the working interest in the gas rights underlying the lands covered
by such agreement (the "Contract Area") in accordance with the percentages of
participation as set forth in Exhibit "A" to the Operating Agreement (the “par-
ticipation percentage").

In accordance with the terms of the Operating Agreement, each party
thereto has the right to take its share of gas produced from the Contract Area
and market the same. In the event any of the parties hereto collectively owning
participation percentages of less than 50% are not at any time taking or market- .
ing their share of gas or have contracted to sell their share of gas produced
from the Contract Area to a purchaser which does not at any time while this
agreement is in effect take the full share of gas attributable to the interest
of such parties, this agreement shall automatically become effective upon the
terms hereinafter set forth.

1. During the period or periods when any parties heretoc collectively
owning participation percentages of less than 50% have no market for their share
of gas produced from any proration unit within the Contract Area, or their pur-
chaser does not take its full share of gas produced from such proration unit,
other parties collectively owning participation percentages of more than 50%
shall be entitled to produce each month 100% of the lesser of a) allowable gas
production assigned to such proration unit by applicable state regqulatory au-
thority or b) the delivery capacity of gas from such proration unit; provided,
however, no party who does not have gas in place shall be entitled to take or
deliver to a purchaser gas producticn in excess of 200% of the lesser of c) its
share of the volumes of gas capable of being delivered on a daily basis or 4)
its share of allowable gas production. All parties hereto shall share in and
own the liquid hydrocarbons recovered from such gas by lease equipment in accor-
dance with their respective interests and subject to the Operating Agreement to
which this agreement is attached, but the party or parties taking such gas shall
own all of the gas delivered to its or their purchaser.

2. On a cumulative basis, each party not taking or marketing its
full share of the gas produced shall be credited with gas in place equal to its
full share of the gas produced under this agreement, less its share of gas used
in lease operations, vented or lost, and less that porticn such party took or
delivered to its purchaser. The Operator will maintain a current account of gas
balance between the parties and will furnish all parties hereto monthly state-
ments showing the total quantity of gas produced, the amount used in lease opera-
tions, vented or lost, the total gquantity of liguid hydrocarbons recovered
therefrom, and the monthly and cumulative over and under account of each party.

3. At all times while gas is produced from the Contract Area, each
party hereto will make settlement with the respective royalty owners to whom
they are each accountable, just as if each party were taking or delivering to a
purchaser its share, and its share only. Each party hereto agrees to hold each
other party harmless from any and all claims for royalty payments asserted by
royalty owners to whom each party is accountable. The term "royalty owner"
shall include owners of royalty, overriding royalties, production payments and
other similar interests.

Each party producing and taking or delivering gas to its purchaser
shall pay any and all production taxes due on such gas.

4. After notice to the Operator, any party at any time may begin tgk- *
ing or delivering to its purchaser its full share of the gas produced from a pro-
ration unit under which it has gas in place less such party's share of gas yseg
in operations, vented or lost. In addition to such share, each party, including
the Operator, until it has recovered its gas in place and balanced the gas ac-
count as to its interest, shall be entitled to take or deliver to its purchaser
a share of gas determined by multiplying 50% of the interest in the current gas
oroduction of the party or parties without gas in place by a fraction, the rumer-
ator of which is the interest in the proration unit cf such party with gag ip



place and the denominator of which is the total percentage interest in such pro-
ration unit of all parties with gas in place currently taking or delivering to a
purchaser.

5. Nothing herein shall be construed to deny any party the right,
from time to time, to produce and take or deliver to its purchaser its full
share of the allowable gas production to meet the deliverability tests required
by its purchaser, provided that said test should be reasonable in length, nor-
mally not to exceed 72 hours.

6. If a proration unit ceases to produce gas and/or liquid hydrocar-
bons in paying quantities before the gas account is balanced, settlement will be
made between the underproduced and overproduced parties. In making such settle-
ment, the underproduced party or parties will be paid a sum of money by the over-
produced party or parties attributable to the overprcduction which said.overpro-
duced party received, less applicable taxes theretofore paid, at the applicable
price defined below for the delivery of a volume of gas equal to that for which
settlement is made. For gas, the price of which is not regulated by federal,
state or other governmental agencies, the price basis shall be the price re-
ceived for the sale of the gas. For gas, the price of which is subject to regu-
lation by federal, state or other governmental authorities, the price basis
shall be the rate collected, from time to time, which is not subject to possible
refund, as provided by the Federal Energy Regulatory Commission or any other gov-~
ernmental authority, pursuant to final order or settlement applicable to the cas
sold from such well, plus ary additional collected amount which is not ulti-
mately required to be refunded by such authority, such additional collected
amount to be accounted for at such time as final dJdetermination is made with
respect hereto.

7. Notwithstanding the provisions of 96, it is expressly agreed that
any underproduced party shall %ave the optional right, with respect to each pro-
ration unit, to receive a casn settlement bringing such underproduced party's
gas account into balance at znv time and from time to time prior to the final
settlement, by first giving each overproduced party 90 days' written notice of
demand Zor cash settlement. IZZ such option is so exercised, settlement shall be
made (as of 7:00 o'clock A.M. on the first day of the calendar month following
the date of such written demands) within 90 days following the actual receipt of
such written demands by the cverproduced parties, in the same manner provided
for in 96. The option provided for in this paragraph may be exercised, from
time to time, but only one time in each calendar vear.

8. Nothing herein shall change or affect each partv's obligation to
pay its proportionate share cZ =211 costs and liabilities incurred, as its share
thereof is set forth in the Cperating Agreement.

9. This agreement szhall constitute a separate agreement as to each
proration unit approved by the zpplicable regulatory authority for a pool within
the Contract Area, but such rreoration unit shall not include any producing hori-
zon which is not within the vertical limits of said pool. This agreement shall
remain in force and effect sc long as the Operating Agreement to which it isg
attached remains in effect, and shall inure to the benefit of and be binding
upon the parties hereto, thair heirs, successors, legal representatives and
assigns.



ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT, DATED JUNE 1, 1986, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR", 'AND GREAT WESTERN DRILLING COMPANY, ET
AL, "NON-OPERATORS", COVERING LANDS IN LEA COUNTY, NEW MEXICO.

EXHIBIT "F"

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

During the performance cf this contract, the Operator agrees as follows:

(1) The Opecrator will not discriminate against any employee or applicant
for employment because of race, color, religion, national origin or
sex. The Operator will take affirmative action to ensure that appli-
cants are employed, and that employees are treated during employment,
without regard to their race, color, religion, national origin or sex.
Such action shall include, but not be limited to the following: Employ-
ment, upgrading, demotion, or transfer, recruitment or recruitment ad-
vertising; layoff or termination; rates of pay or other forms of com-
pensaticn; 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 for the contract-
ing officer setting forth the provisions of this non-discrimination
clause.

{2) The Operator will, in all solicitations or advertisements for employees
placed by or on behalf of the Operator, state that all qualified appli-
cants will receive consideration for employment without regard to race,
color, religion, national origin or sex.

(3) The Operator will send to each labor union or representative of workers
with which it has a collective bargaining agreement or other contract
or understanding, a notice to be provided by the agency contracting
officer, advising the labor union or workers' representative of the
Operator's commitments under Section 202 of Executive Order 11246 of
September 24, 1965, and shall post ccpies of the notice in conspicuous
places available to employees and applicants for employment.

(4) The Oﬁerator will comply with all provisions of Executive Order 11246
of September 24, 1965, and of the rules, regulations, and relevent orcers
of the Secretary of Labor. '

(5) 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
its books, records, and accounts by the contracting agency and the Secretarv
of Labor for purposes of 'investigation to ascertain compliance with such
rules, regulations, and orders.

(6) In the event of the Operator's non-compliance with the non-discrimination
clauses of this contract or with any of such 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
in accordance with procedures authorized in Executive 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 pro-
vided by law.

Exhibit "F"
Page 1



(7) The Operator will include the provisions of Paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules,
requlations, or orders of thec Secretary of Labor issued pursuant to
Section 204 of Executive Order 11246 of September 24, 1965, so that
such provisions will be binding upon each subcontractor or vendor.
The Operator will take such action with respect to any subcontract
or purchase order as the contracting agency may direct as a means of
enforcing such provisions including sanctions for non-compliance:
Provided, however, that in the event the Operatcr becomes involved
in, or is threatened with, litigation with a subcontractor or vendor
as a result of such direction by the contracting agency, the Operator
may request the United States to enter into such litigation to pro-
tect the interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100
(EEO-1) promulgated jointly by the Cffice ¢f Federal Contract Compliance, the
Equal Employment Cpportunitv Commission ané Plans for Progress with Joint Re-
porting Committee, Federal Depot, Jeffersonville, Indiana, within thirty (30)
days of the date of contract award if 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 Re-
gulations adopted thereunder,

Operator further acknowledges that he may be réquired to develop a written
affirmative action compliance program as required by the Rules and Regulations
approved by the Secretary of Labor under authority of Executive Order 11246 and
supply Non-Operators with a copy of such program if they so request.

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures NMon-Operators that it does not and will not
maintain or provide for its employees any segreqated facilities at any
of its establishments, and that it does not and will not permit its
employees to perform their services at any location, under its control,
where segregated facilities are maintained. For this purpose, it is
understood that the phrase "segregated facilities" includes facilities
which are in fact seagregated on a basis of race, color, religion, or
national origin, because of habit; local custom or otherwise. It is
further understood and agreed that maintaining or providing segregated
facilities for its employees or permitting its employees to perform their
services at any location under its corntrol where segregated facilities
are maintained is a violation of the equal opportunity clause required
by Executive Order 11246 of September 24, 1965.

Operator further understands and agrees that a breach of the
assurance herein contained subjects it to the provisions of the Order
at 41 CFR Chapter 60 of the Secretary of Labor dated May 21, 19€8, and
the provisions of the equal opportunity clause enumerated in contracts
between the United States of America and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or

fraudulent representation may be liable to criminal prosecution under 18
U.s.C. § 1001.

Exhibit "F"
Page 2
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EXHIBIT A-2 TO OPERATING AGREEMENT

SANDSAGE STATE UNIT AGREEMENT

Schedule of Tract Numbers, Ownership and Participation

/L7000

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO, DESCRIPTION ACRES EXP, DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
1 T15S~R35E 160.00 LG-3681 State Yates Petroleum Corporation None Yates Petroleum
Sec. 20: Swk 8/1/86 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.
25% each
2 T15S-R35E 160.00 1LG-3682 State Gas Producing Enterprises, None M & W of Lovington, Inc.
Ssec., 21: NE4 8/1/86 1/8 Inc. 100%
3 T158-R35E 320.00 1LG-3683 State Yates Petroleum Corporation None Yates Petroleum
Sec. 29: N/2 8/1/86 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
- Myco Industries, In
i . 25% each
4 T158-R35E 480.00 LG-3726 State Yates Petroleum Corporation None Yates Petroleum
Sec. 16: NWNE%, SLNEY%, 9/1/86 1/8 Corporation
NWhLNWh, ShNwk, Yates Drilling Company
SWY%, NE4SE%, Abo Petroleum Corporation
SW4SE% Myco Industries, Inc.
25% each
5 T15S~R35E 520.00 LG-3798 State Yates Petroleum Corporation None Yates Petroleum
Sec. 9: NEY%, NWYNW, 10/1/86 1/8 Corporation
SLNWk, E%SWk, Yates Drilling Co.
SEX% Abo Petroleum Corp.
Myco Industries, Inc.
25% each
6 T15S-R35E 160.00 1.G-3859 State Yates Petroleum Corporation None Yates Petroleum
Sec. 8B: SEk 11/1/86 1/8 Corporation

Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.

25% each



EXHIBIT A-2
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6/1/86

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
7 T155-R35E 120.00 LG-4031 State Cal-Mon 0Oil Company 6.25% ORRI John H. Hendrix 12.5000
Sec. 9: NE4NWL, WiSwWk 2/1/87 1/8 Cal-Mon 0il Estoril Producing
Corporation Corporation 12.5000
2.8125% Jack 0. McCall 10.0000
Robert L. Joe R. Henderscn 6.2500
Monaghan Ernest Angelo,Jr. 7.5000
.3125% Jack Markham 2.5000
A.T. Carlton Jan 0il Company 5.0000
3.1250% George A. Thomas 2.5000
William T. Thomas 2.5000
Joe N. Gifford 2.91e67
Bascom L. Mitchell 9.9167
partnership 5.8334
M.B. Wisenbaker 2.9166
J.M. Welborn 2.5000
James S. DuBose 10.0000
Robert L. Monaghan 1.2500
Cal-Mon 0Oil

Company 11.2500

DCM 01l and Gas
Corporation 2.5000

Horseshoe 0il &
Gas Corporation 2.5000

8 T155-R35E 160.00 V-486 State Kerr-McGee Corporation 3.53% ORRI Kerr-McGee Corporation
Sec. 8: NE4 4/1/87 1/6 Roger Allen 100%

.50%

Randy Smith
.50%

Andy Lattu
.38%

Larry Schulz
.20%

James King
.21%

W.W. Gibson
-33%

Earl Chisholm

1.00%

Bob Stevens
.20%

Eugene Core
AR



EXHIBIT A-2

Page 3 of 23

©/l/86

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
9 T15S-R35E *160.00 LG-4535 State Yates Petroleum Corporation None Yates Petroleum
Sec. 20: NE% 9/1/87 1/8 Corporation
Yates Drilling Company
Abo Petroleum Corporation
Myco Industries, Inc.
25% each
10 T15S8~-R35E 160.00 V-652 State Great Western Drilling None Great Western Drilling
Sec. 16: NE4NWY%, NE4NEY, 12/1/87 1/6 Company Company 100%
NW4SE%, SE4SEY
11 T15S~-R35E 320,00 LG-5032 State Phillips Petroleum Company None Phillips Petroleum
Sec. 21: W/2 1l/1/88 1/8 Company 100%
12 T15S-R35E 160.00 v-1123 State Mitchell Energy Corporation None Mitchell Energy
Sec. 20: SE% 7/1/89 1/6 Corporation 100%
13 T15S~-R35E 160.00 v-1850 State Yates Petroleum Corporation None Yates mmmHoncs
Sec. 21: SEY% 6/1/91 . , 1/6 Corporation
Mitchell Energy
e Corporation
50% each

Total:

3040.00 -~ Acres

of New Mexico Lands
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TRACT
NO. DESCRIPTION

BASIC
LEASE NO. &
ACRES EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

14 T155-R35E
Sec. 17: E/2SE/4

15 T15S-R35E
Sec. 17: NE/4

20,0000 Higgins Trust 3/16

Inc.
10/3/86

2.5000 LeRoy M. 1/6
Hostetler
10/29/86

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.3333% ORRI Great Western Drilling
Raymond L. Company
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R.
Evans . 2977%
Donald R,
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Dunlap
.0595%
Joseph Schuchardt III
, .1190%
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@
o)

e/1/

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
16 T15S-R35E 2.5000 L.C. 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Clark, Jr. Corporation 40% Corporation~40%
4/18/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% ~20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
~20%
Myco Industries, Inc.
~20%
17 T15S-R35E 20.0000 Russell 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Mainard Corporation 40% Corporation -40%
4/18/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% -20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
~20%
Myco Industries, Inc.
-20%
18 T15S~R35E 20.0000 Mildred 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Lindsey Corporation 40% Corporation-40%
5/5/89 Yates Drilling Company 20% Yates Drilling Company
Abo Petroleum Corporation 20% -20%
Myco Industries, Inc. 20% Abo Petroleum Corporation
~20%
Myco Industries, Inc.
~20%
19 T15S-R35E 2.5000 Marilyn J. 3/16 Yates Petroleum None Yates Petroleum
Sec. 17: NE/4 Williams Corporation 40% Corporation-40%
formerly Yates Drilling Company 20% Yates Drilling Company

Marilyn J. Darland
5/10/89

Abo Petroleum Corporation 20%
Myco Industries, Inc. 20%

-20%

Abo Petroleum Corporation
-20%

Myco Industries, Inc.
-20%
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TRACT
NO, DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

20 T15S-R35E
Sec. 17: NE/4

21 T15S-R35E
Sec. 17: NE/4

5.5555

5.5555

Carlton James 3/16
Carmichael Estate
HBP

Madalyn Dotson 3/16
Bailey
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Westcrn Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
-0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company

Noble .4762% 100%

Llewellyn B.

Culbert .1190%

Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%

Joseph Schuchardt III
.04146%
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TRACT
NG. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER -~ PERCENTAGE

22 T15S-R35E
Sec. 17: NE/4

23 T155-R35E
Sec. 17: NE/4

5.5555

25.5556

Flo Brown 3/16
Little
HBP

Mary Jo 3/16
Dotson
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Conpany
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
-1339%
Anita Rambo Dunlap
.0223%
Kenneth N, Dunlap
.0223%
Joseph Schuchardt III
_ .0446%
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TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

VORKING INTEREST
OWNER - PERCENTAGE

24 T158~R35E
Sec. 17: NE/4

25 T15S-R35E
Sec. 17: NE/4

5.5555

25.5556

Conrad M. 3/16
Gathings
HBP

Mary Scott 1/6
Gould by her
Attorney-in-

Fact, Ralph

B. Shank

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.,
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H, Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.333% ORRI Great Western Drilling

Raymond L. Conpany

Noble 1.2697% 100%

Llewellyn B.

Culbert .3174%

Gerald V.

Mendenhall
.5554%

Grant R.

Evans .2977%

Donald R.

McClun

Samuel H. Peppiatt
.3571%

Anita Rambo Dunlap
.0595%

Kenneth N. Dunlap
.0595%

Joseph Schuchardt III
.1130%

2977%

18N R
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TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER ~ PERCENTAGE

26 T155-R35E
Sec. 17: NE/4

27 T155-R35E
Sec. 17: NE/4

5.5555

5.5555

Mary M. Stokes 3/16
and her husband
Jerry F. Stokes
HBP

H.D. White 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.
McClung .1117%
Samuel H, Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymend L. Company

Noble .4762% 100%

Llewellyn B.

Culbert .1190%

Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%

Joseph Schuchardt III
.0446%
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TRACT
NO.

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEREST
OWNER - PLRCENTAGE

28

29

T155-R35E
17:

Sec.

T15S~-R35E

Sec.

17:

NE/4

NE/4

2.7778

1.3890

Elva Moad 3/16
HBP

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Great Western Drilling
Coumpany

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company

Noble .4762% 100%

Llewellyn B.

Culbert .1190%

Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%

Joseph Schuchardt 111
.0446%
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DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

31

T155~R35E
Sec. 17: NE/4

T15S-R35E

Sec. 17: E/2SE/4

1.3890

4.4445

Carroll Cobb 3/16
and his wife

Glenda Cobb

HRBP

Madalyn Dotson 3/16
Bailey now Madalyn
Lansford

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap

nN27221%

VLl LITD

Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McCilung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%
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TRACT
NO.

A-~2
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEKLEST
OWNER - PERCENTAGE

32

33

T155~R35E
Sec. 17: E/2SE/4

T155-R35E
Sec. 17: E/2SE/4

4.4445

14.4444

Flo Brown 3/16
Little
HBP

Mary Joe 3/16
Dotson
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 1C00%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppilatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung _.1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%
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TRACT
NO. DESCRIPTION

ACRES

BASIC
LEASE NO. &
EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEREST
OVWNER - PERCENTAGE

34 T15S-R35E
Sec. 17: E/2SE/4

35 T155-R35E
Sec. 17: E/2SE/4

4.4445

14.4444

Conrad M. 3/16
Gathings
HBP

Mary Scott 1/6
Gould, by her
Attorney-in-

Fact, Ralph B.
Shank

HRBRP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

3.3333% ORRI Great Western Drilling
Raymond L. Company
Noble 1.2697% 100%
Llewellyn B.
Culbert .3174%
Gerald V.
Mendenhall
.5554%
Grant R.
Evans .2977%
Donald R.
MceClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N. Dunlap
.0594%
Joseph Schuchardt III
.1120%
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TRACT
NO.

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCLENTAGE

WORKING INTEREST
OWNER - PERCENTAGE

36

37

T15S~R35E
17:

Sec.

T155-R35E

Sec.

17:

E/2SE/4

E/2SE/4

4.4445

2.2222

H.D. White 3/16
HRP

Elva Moad 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
noamm:%

1.2500% ORRRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evang L,1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans +1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%



EXHIRBRIT
Page 15

TRACT
NO.

A-2
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO., &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEREST
OWNER - PERCLNTAGE

38

39

T15S-R35E
Sec. 17: E/28E/4

T15S-R35E
Sec. 17: E/2SE/4

1.1111

1.1111

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Carroll Cobb 3/16
and his wife,
Glenda Cobb

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel l. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%

Donald R.
McClunag .1117%

Samuel H. Peppiatt
.1339%

Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt ITI
.0446%



EXHIBIT
Page 16

TRACT
NO.

A-2
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

40

41

T155-R35E
Sec. 17: E/2SE/4

T15S-R35E
Sec. 17: E/2SE/4

4.4444

4.4444

Carlton James 3/16
Carmichael

Estate

HBP

Mary Stokes 3/16
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evansg L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble ,4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.044¢6%



EXHIBIT
Page 17

TRACT
MO.

A-2
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT
AND PERCENTAGE

WORKING INTEREST
OWNER - PERCENTAGE

42

43

T155-R35E
Sec. 17: W/2SE/4

T15S~R35E
Sec. 17: W/2SE/4

6.6667

6.6667

Madalyn Dotson 3/16
Bailey
HBP

Flo Brown 3/16
Little
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500 ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500 ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt I1I
_ .0440%



EXHIBIT
Page 18

TRACT
NO.

A-2
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCLNTAGE

44

45

T15S-R35E
Sec. 17: W/2SE/4

T15S8-R35E
Sec. 17: W/2SE/4

16.6666

6.6667

Mary Joe 3/16
Dotson
HBP

Conrad M. 3/16
Gathings
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R,
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500 ORRI Great Western Drilling
Raymond L. Company

Noble .4762% 100%

Llewellyn B.

Culbert .1190%

Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%

Joseph Schuchardt III
.0446%



EXHIBIT A-~2 6/1/86
Page 19 of 23
BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWINER - PERCENTACE
46 T15S~R35E 16.6666 Mary Scott 1/6 Great Western Drilling 3.3333% ORRI Great Western Drilling
Sec. 17: W/2SE/4 Gould, by her Company Raymond L. Company
Attorney-in- Noble 1.2697%% 100%
Fact, Ralph Llewellyn B.
B. Shank Culbert .3174%
HBP Gerald V.
Mendenhall
.5554%
Grant R.
Evans .2977%
Donald R.
McClung .2977%
Samuel H. Peppiatt
.3571%
Anita Rambo Dunlap
.0595%
Kenneth N, Dunlap
.0595%
Joseph Schuchardt III
.1190%
47 T15S~R35E 6.6667 H.D. White 3/16 Great Western Drilling 1.2500 ORRI Great Western Drilling
Sec. 17: W/2SE/4 HBP Company Raymond L. Company
Noble .4762% 100%

Llewellyn B,
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N, Dunlap
.0223%
Joseph Schuchardt III
.044¢6%



CXHIBIT
Page 20

TRACT
NO.

A-2
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6,/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

48

49

T15S-R35E
Sec. 17: W/2SE/4

T155-R35E
Sec., 17: W/2SE/4

3.3334

1.6666

Elva Moad 3/16
HBP

Harry H. Jung 3/16
and his wife,
Virginia M. Jung
HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt IIT
.044¢6%



EXHIBIT
Page 21

TRACT
NO.

A-2
of 23

DESCRIPTION

ACRES

BASIC
LEASE NO. &

EXP. DATE ROYALTY

LESSEE OF RECORD

6/1/86

OVERRIDE OR PRO-
DUCTION PAYMENT WORKING INTEREST
AND PERCENTAGE OWNER - PERCENTAGE

50

T15S-R35E
Sec. 17: W/2SE/4

T15S-R35E
Sec. 17: W/2SE/4

1.6666

6.6667

Carroll Cobb 3/16
and his wife,
Glenda Cobb

HBP

Carlton James 3/16
Carmichael

Estate

HBP

Great Western Drilling
Company

Great Western Drilling
Company

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
Joseph Schuchardt III
.0446%

1.2500% ORRI Great Western Drilling
Raymond L. Company
Noble .4762% 100%
Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R.
Evans .1117%

Donald R.

McClung .1117%

Samuel H. Peppiatt
.1339%

Anita Rambo Dunlap
.0223%

Kenneth N. Dunlap
.0223%

Joseph Schuchardt III
.0446%



EXHIBIT A-2
Page 22 of 23

6/1/86

BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP, DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER - PERCENTAGE
52 T15S-R35E 16,6667 Mary M. Stokes 3/16 Great Western Drilling 1.2500% ORRI Great Western Drilling
Sec. 17: W/2SE/4 and her husband Company Raymond L. Company
Jerry F. Stokes Noble .4762% 100%
HBP Llewellyn B.
Culbert .1190%
Gerald V.
Mendenhall
.2083%
Grant R,
Evans L1117%
Donald R.
McClung .1117%
Samuel H. Peppiatt
.1339%
Anita Rambo Dunlap
.0223%
Kenneth N. Dunlap
.0223%
' Joseph Schuchardt ITI
.0446%
53 T15S~R35E 3.75 James Reed McCrory
Sec. 17: NE/4 Unleased
54 T15S-R35E 3.75 LIBERTY NATIONAL BANK,
Sec. 17: NE/4 a New Mexico Corporation,
as Trustee for the W.T.
Reed Trust
Unleased
55 T15S-R35E 10.00 Home Stake Royalty

Sec. 17: NE/4

Corporation

TT 1 f=R
nlcased



EXHIBIT A-2 6/1/86
Page 23 of 23
BASIC OVERRIDE OR PRO-
TRACT LEASE NO. & DUCTION PAYMENT WORKING INTEREST
NO. DESCRIPTION ACRES EXP., DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE OWNER ~ PERCENTAGE
56 T15S-R35E +5.00 Baruch-Foster
Sec. 17: NE/4 Corporation
Unleased

Total: 320.00 Acres of Fee Lands

Recapitulation
3040.00 Acres State Lands 90.47619%
320.00 Acres Fee Lands 9.52381%

' 3360.00 Acres Total 100.00000%
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JUN 16 1986

Commissioner o( Pu[)[ttgaﬁﬁ{%

cd,amlgs?gvﬁn SANTA FE, NEW MEXICO ?504-1148
June 12, 1p8&FORE EXAMINER STOGNER

Git Censervation Division
Yates Fetroleum Corporation
ATTN: Mr. Jim Ball YaresS Exhibit No. _R

207 South Fourth Street

Artesia, New Mexico 88210 Case No. 8425

Re: Proposed Sandsage State Unit
Lea County, New Mexico

Gentlemen:

This office has reviewed the unexecuted copy of unit
agreement for the proposed Sandsage State Unit, Lea County, New
Mexico. This agreement meets the general requirements of the
Commissioner of Public Lands and has this date granted vyou
preliminary approval as to form and content.

Preliminary approval shall not be construed to mean final
approval of this agreement in any way and will not extend any
short term leases, until final approval and an effective date
have geen given. Also, any well commenced prior to the effective
date of this agreement which penetrates its objective horizon
prior to said effective date shall not be construed as the
initial test well.

When submitting vour agreement for final approval please
submit the following:

1. Application for formal approval by the Commissioner
setting forth the tracts that have been committed and the
tracts that have not been committed.

2. All ratifications from the lessees of Record and Working
Interest Owners. All signatures should be acknowledged
by a notary and one set must contain original signatures.

3. Order of the New Mexico 0il Conservation Division. Our
approval will be conditioned upon subsequent favorable
approval by the New Mexico 0il Conservation Division.

4. Geological report and engineering data.

5. The filing fee for a unit agreement is thirty dollars per



Yates Petroleum Corporation
June 12, 1986
Page 2

section or partial thereof. Please submit a filing fee
in the amount of $210.00.

This office is also in receipt of your letter of June 10,
1986, together with some replacement pages which corrected an
error in the description of tract No. 5 and an error in the state
lease number of tract No. 12. These replacement pages have been
accepted and filed in our unit files.

Our preliminary approval is also contingent upon you
submitting the geological informtion as outlined in your letter
of June 10, 1986.

If we may be of further help please do not hesitate to call
on us.

Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

BY::l-Qb»hﬁlus \ b —

FLOYD 0. PRANDO, Director
0il and Gas Division
(505) 827-5744

JB/FOP/pm



CAMPRELL & BLACK. r.A.

LAWYERS
Lalw M. CAMPBELL GUADA_LUPE FLACE
EXLCE D BLACK S_ITE 1 -IC HORTR GUADALUPRPE
M T—LIZI_ B CANMFBELL
. ROST CFFICE BOX 2208
-en'AM F CarRF
ERACFORD C BERGE SANTA FE, NEW MEXICO 87504-2208
-~ SCOTT HaLL TELEFRONEZ (505 O88-442!
EETE®R N OIVES

CHN M BEMIS TELECOFIER (5CS) 983-6043

Jupe 3, 19886

Eé??ﬁ?f FYAMINER STOGNER
CERTIFIED MAIL © i Conoarvation Division
RETURN RECEIPT REQUESTED oy s ,_/
Mr. James Reed McCrory . ! s s
Post Office Box 25764 S L 8925
Albuguerque, New Mexico 87125 b 3

Re: Applicetion cf Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico,

Dear Mr. McCrory:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico Oil Conservation. 1In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, 23ll in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This applicaticon has been set for hearing before the 0il
Conservation Division on June 25, 1886, You are not required to
attend this hearing, but as an interest owner in this area you
mey appear and present testimony. Failure to appear at that time
and become a party of record will preclude you from challenging
the matter at a later date.

Veyy truly youxs,

wWilliam F. Carr

HEC/cv



e SENDER: Comglete items 1, 2, 3 and 4.

Put your address in the "RETURN TO" space on the
reverse side, Failure 1o do this will prevent this card from
being returned 10 you. The return receipt fee wili provide
you the name of the person delivered to and the date of
delivery. For additionai fees the following services are
available. Consult postmaster for fees and check box{es)
for service(s) requested.

s~ s : Vi

5 Keeh

{ d
egncﬂT£7X- 057Zp"/’ D

[J show to whom, date and address of delivery.

2. O Restricted Delivery,

Sv8-Lyb £861 AINF ‘LLBE w104 Sy

3 Article Adr:resge¢ t0: P
» S {J/'v AN g,U, by
L ?Jf’ *ckaé”w%

bgé J‘/a{zk m§712s

4. Type of Service: Article Number

S N B P st 339 068

xpress Maii

b . . Alwzys obtain signature of addressee or agent and,
’ T DATE DELIVERED

6. Sﬁgn”ature — Agent
X

7. Date ot Detivery

E. Adcressee’s Adcress (ONLY if requesied end jee pric)

14130378 NHNL3H J1LSIN00




CAMPBELL & BLACK. p.A.

LAWYERS

JACK M CAMPBELL GUADA-UFE PLACE
ERUCE ©. BLACK SLTE 4 - 110 NORTH GUASA_UPE

. = i
MICmAEL B CAMPERELL SOST OFFICE 80X 22068

Wi i F CLamRB
SIRACFORD C. BERGE SANTA FE. NEW MEXICO 87504-2208
4 SCCTT mALL TELEPHONE, (E08) D88-442!

PETER N. IVES

S ORN - SEMIS TZLECOFIER: (S0 2E2-80<«3
- SEM

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

W. F. Hanagan Estate

c/o0 Hugh Hanagan

Post Office Box 329
Roswell, New Mexico 88201

Re: Application of Yates Petroleum Corporation for
Approvel of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Hanagan:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. 1In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all ,
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 011
Conservation Division on June 25, 1986. You are not required to
attend this hearing, but as an interest owner in this area vou
may appear and present testimony. Failure to appear at that time
anc become a party of record will preclucde ycu from challenging
the meatter at a later date.

Very truly voprg,
Al +
Williem F. Carr

neC/cv



(See Reverse)

ant to

WE RS &I
AN 3&9

_//ﬁsiue// N X’ gaw l

SY8-Lvb £86L AINF ‘L1 8E W04 Sd

1
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‘ SENDER: Completeitems 1,2,3and 4,

Put your address in the “RETURN TQO’ space on the
reverse side. Failure to do this will prevent this card from
being returned to you. The return receipt fee wilf provide
you the name of the person delivered to and the date of
delivery. For additional tees the tollowing services are
svailable, Consuit postmaster for fees and check box(es}
for service(s) requested,

1. O show to whom, date and address of delivery,

2. O Restricted Delivery.

3. Article Addressed to: /O
) \ \/Of/a,tﬁ/
U4 Kaacagan

Iy
U y .
AL . av/

Yp Kl
§520

o

) ﬁbﬁg’ﬂ
KoL, V). 7N,
Pisi 339 Cid

4. Type of Service:
. Registered 3 insured
Certified O coo
Always obtain signature of addressee or agent and
DATE OELIVERED.

xpress Mail
6. Signatyie — /dr ‘.
X L /Vx,\/fé

6. Signature — Agent
X

7. Date of Detivery

AN A

€. Adaressee’s Address (ONLY if requested and fee paid)




CAMPBELL & BLACK. r.A.

LAWYERS
GACHK M. CAMPSELL SUATALUPE PLACE
BRUCE O. B-ACK SL TE -G NORTH GUADA .U Ti
~ AEL AvERELL
Shen B < SCEIT OFFICE BOX 2208
William F CaRR
ERADFORD C BSERGE SANTA FE. NEW MEXICO B7504-2208
J. BCoTT maLL TILER-ONE. (505) S86-4<2;

PETER N IVES
JOKHN scMmiS TELECORIER: (505) 883-6042
. BEMIS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Kerr-McGee Corporation
330 One Marienfeld Place
Midland, Texas 79701
ATTN: JOHN ALLOWAY

Re: Application of Yates Petroleum Ccrporation for
Approval of a Unit Agreement; Lea County, New Mexico.

Dear Mr. Alloway:

This letter is to advise you of the epplication of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all .
formations encompassing 3,360.00 acres, more cor less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/Z of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N,/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M.,, Lea County, New Mexico.

This &application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not reqguired to
attend this hearing, but as an interest owner in this area vou
may appear and present testimony. Faillure to appeear at that time
anc beccme a party of record will precluce you Zrom challenging
“he matter at a later cate.

Very truly youns,

William F. Carr

Wk C / cv



P 4\)_8 339 O?O
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@ SENDER: Compiste items 1, 2, 3and 4.

Put your address in the “RETURN TO” space on the
reverse side. Failure 10 4o this will prevent this card from
being returned to you. The return receipt tae will provide
you the name of the person delivered to and the date of
delivery. For additional fees the following services are
available. Consult postmaster for fees and check box{es)
tor service(s) requestad.

1. [J Snhow to whom, date and address of delivery.

2. [J Restricted Detivery.

3. Article Addresssd to:

Keve-wicde Cosp .
B30 oz:L)@g&u‘Jw{ﬁ?ug
YWidilaird, I8 7870/

Ot . ot Qhloray:

4. Type of Servite: Article Numbsf .1
istered D Insured} 1 -
Xpress Man

Always obtain signature of addresses and
DATE DELIVERED. aresem

S. Signawre — Addressee

X
GS@mm-—E :

2. Date ot Dehver%

-

8. Addresee’s Aadress (GLY { reGUERSL LA 2 T




CAMPBELL & BLACK. r.A.

LAWYERS -
JACR M. CAMFEELL GUADALUPE FLACE
BFocE D BLACK SUITE | - 11C NORTH GUADALUPE

CAMPEBRELL FCST CFFICE BCX 2z2C82

4

O
T

y

f

r

m

BRAZFCRD C BEIRGE SANTA FE. NEW MEXICO 87504-2208
L. SCCTT mALL TELERPHONE: (503 ©£88-~-442|
PETES N. IVES

< BEMIS TELECOPRIER: (0SS! SE3-6043
GO N HL EM

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Phillips Petroleum Company.
P. O. Box 1967

Bouston, Texas 77001

ATTN: CLIFF OHR

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement’, Lea County, New Mexico.

Dear Mr. Ohr:

This letter is to advise you of the application of Yates
Petroleun Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation 1is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
Fast, N.M.P.M,, Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not reqguired to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Fallure tc appear at that time
and become a party o©f record will preclude you from challenging
the matter at a later date.

Vary truly yours,

William F. Carr

WFEC/cv



P 456 339 071

QfUT v (4 Feohr

Plitlips Perecleum Co.
PO Box 1967
Heuston, TX 17001

o

.
@ 4

C(s"u"ﬂr Feoe !
.

|

Sy8-2y €861 AIRf *L1BE W10y Sd

1413034 NHNLIH NLSIWOG

@ SENDER: complete items 1, 2,3 and 4.

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

1. [J Show to whom, date and address of delivery.

2. O Restricted Detivery.

3. Article Addressed to: X ~
0)ilbipe Al e
F L. Aoy |967 v
ocion, TX (/788
Mt (i1g, Obr

4. Type of Service: © Article Number

%@:‘;’é&iﬁ’" B 66| Vst 339 07

xpress Mail

Always obtain signature of addressee Or agent and
DATE DELIVERED.

5. Siguature — Adcressee

X

6. Signature — Agent

X Q_éf::.jf"f
LA

‘me nga?% R

8. Addressee’s Address (UNLY if requested and jee paidj




CAMPBELL & BLACK. r.A.

LAWYERS

JACK M. CAMPEEL.L GUADA_JFEZ SLACE
ESUCE . BLACK S TE | - o AmE . CUADALLPE
v C~AEL B CAMPESEL_
W L AM F CARS POST CFFCT BOX Ze2Ce
ERLFORD C BERGE SANTA FE, NEW MEXICO 87504-2208
~. SCOTT ~ALL
EEYER N.IVES
JCHN H, BEMIS

TELEPRHONE (Z2CS: 988-442!

TELECOFRIEZR: I5035) 983-6C43

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Baruch~Foster Corporation
1160 One Energy Scguare
4925 Greenville Avenue
Pallas, Texas 75206
ATTN: CLAIRE GADDIS

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Ms. Gaddis:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section £; the E/2 of Section 17; <he E/2, SW/4 of Section 20;
and the N/2 of Section 29, 2ll in Township 15 South, Range 35
BEast, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not reguired to
2ttend this hearing, but as an interest owner in this area you
may appear and present testimony. Falilure to appear at that time
and become & party of record will preclude you from challenging
the matter at a later date.

William F. Carr

WFC/cv



)’*‘;’T‘f v: (Maire-Gopois |
ES T 1o t
T_EB&ULZ - »FOSTM}&J%%% Areeruilks
1ol brergySq., ~ Fde

Sirertene fio

Y PR s -
Dritgs, TX B2
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e SENDER: Complete items 1, 2, 3 and 4.

Put your address in the “RETU RN TO' space on the
reverse sige. Failure to do this will prevent this card from
being returned to you. The return receipt fee will provide

ou the name of the person delivered to and the date ot
deliverx. For additiona!l fees the following services are
available. Consult postmaster for fees and check box(es)
for service(s) requested.

1. [J Show to whom, date and address of delivery.

2. 0O Restricted Delivery.

3. Article Addressfjd to: /,[
EaLuili-Fr ot L.
RV S S G Cbﬁ,"@
I f;(,/ Al Wuv};_.}’&_,(f,o ‘

LN Litrp p 800 nlo
~ Qo{ 5 v LA Ll b il i

Dollao, Jwaw 75000

4. Type of Service: Article Number?i
Registered [T Insured

Certted  CICOD /457, 33‘20’70?

xpress Mail

Always ob1ain signatire of addressee or agent and

DATE DE!J@‘ ED P

) Gre — Addressee

P

X’ “.‘ N i ,/ [ i .

P

6. ‘Signature — Agent

X

7. Daws ot Dgliverv‘,j\,/ )
g S
A d

1413034 NUNLIY J1183M00

P N
8. Addressee's Address {GHLY &7 regizstes and fet paid)




CAMPBELL & BLACK. r.A.

LAWYERS
JACK M. CAaMPEELL GuUADA_LURPE PLACE
ERUCE 2. BLACK S UITE - IT NDOETw GUADALURE
M C=AEL B CAMPEZELL
PCeT CFTICE BOX Z2C8
WeLllaM F CLRE
ERADFORD C BIRGE SANTA FE. NEW MEXICO 87504-2208
<. SCOTT =ALL TELES~GNE (E05) O88-4421
PETER N IVES
STELECCTFEIZR. (ECS) 983-6043

JOMN H, BEM!IS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

John H. Hendrix
525 Midland Tower
Midland, Texas 79701

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.,

-

Dear Mr. Hendrix:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. 1In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 2, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
Tast, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not reguired to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Failure to appear at thet time
anl become &a party of record will preclude you from challenging

the matter at a later date.
truly yiiéf

William . Carr

Ve

WFC/cv
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@ SENDER: Completeitems 1, 2,3 and 4.

Put your address in the "RETURN TO* space on the
reverse side. Failure to do this will prevent this card from
being returned 1o you. The return receipt fee will provide
you the name of the person delivered 1o and the date of
delivery. For additional fees the following services are
available. Consult postmaster for fees and check box(es)
tor service(s) requested.

1. [J Show to whom, date and address of delivery.

2. [ Restricted Detivery.

3. Article Addr&sse'* to:
]
e N M g{/u&u

k74 5 YW L/,{_/Jﬂ«é\ "”M,a R

Yiedlond, X 79701

4. Type of Service:

& B8 p.su534 073
Mail

Article Number |

Always obtain signature ot addressze and
DATE DELIVERED. o

5. Sngamre—Aum ‘
fmt? o : / , (‘., ey .
X L//.‘gf,t_ Lo f AT

£t

6. Signature — Agent i
X ) ) L_V,/v

/

7. Dete ot De/li:eyy //" 7
s Ve / /—" P _;» \

/,
e . .

8. Acdresses’'s Acdress {ONLY i rejuested ana fee iRas)




CAMPBELL & BLACK. pr.A.

LAWYERS

JACK M. CANMEBEI L GUAZALJPE PLACE
BRUCE O BoACH SLITE - 1D NORTH GUADALUSE
MLCSHASL B TewSSEL_
2CeT TFFICE BOX 2208
WL LIAM i AR
SRACFCRC C EIRGE SANTA FE. NEW MEXICO 87504-2208
< SCoTT mAe. TELEE-CNE: (SO5) SB&-a<zl

PETER N IVES
TELECCFIER (S505) 983-86043

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Estoril Producing Corporation
Suite 1600, Independence Plaza
Midland, Texas 79701

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lez County, New Mexico.

-

Dear Sirs:

This letter is to advise you of the application of Yates
Petroleum Corpcration for approval of the Sandsage State Unit by
the New Mexico 0Oil Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 8, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17:; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This epplication has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not required to
attend this hearing, but as an interest owner in this area you
may appear and present testimonv. Failure to appear at that time
arnd bhecome a party of record will preclude you f£rom challenging
the matter &t a later date.

WFC/cv



RELTIFT FOR CERTIF 2D IIALL
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@ SENDER: Compiete items 1, 2,3 and 4.

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

1. [ Show to whom, date and address of delivery.
2. [ Restricted Delivery.

3. Articie Addr
olérel Ph Eade/q U,
o B
\)L/(/v Ll oS /\
'27’7 VV,,\/V&,, wi/«.i \I\ILL J/h »..rx,,b

Yiddand, IX T470 5

4. Type of Service: Article Number 5.

FE B8 Pasy 339 074

xpress Mail

Always obtain signeture of sddresses or agernt and
DATE DELIVERED.

5. Signattrg ~ Addressen
X

6. S«g/uature - Agent

VAL /éﬁ.sz/?’)
A

7 ate of Dehvefy

8. Addressee’s Address (GNVLY I reguesres oug fer DG




CAMPBELL & BLACK. r.A.

LAWYERS
JACK M CAMPBE.L GUADA_UPE PLACE
BRUCE T Bracx S.TE L -0 NORTH GUADALLEE

=oeT CFFICE BOX 2208
2RADFORD BERGE SANTA FE. NEW MEXICO 87504-2208
C STETT AL SZILETwCONE: (505 B988-<<2:
FPETER ~N IVES

=

SELECOSIER. (S0S) 983-6C0<3
JUOHN =~ EEM:

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

BEarnest Angelo, Jr.
410 North Main
Midland, Texas 79701

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

-

Dear Mr. Angelo:

This letter is to advise you of the application of Yates
Petroleum Corporation for approvai of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporat:on is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexicoc.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not required to
attend this hearing, but as an interest owner in this area ycu
may appear and present testimony. Failure to appear at that time
ancd become & party of record will preclude vcu from challencing
the matter at & later date.

WEC/cv



Criresr PA)ée’o Jz.
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@ seNDER: Compieteitems 1, 2, 3and 4,

Put your address in the “RETURN TO" space on the
reverse sige. Failure to do this will prevent this card from
being returned to you. The return raceipt fee will provide
you the name of the person aelivered to and the date of
delivery. For additionat fees the following services are
available. Consult pastmaster far tees and check boxles)
for servicels) requested.

1. [3 show to whom, date ana address of delivery.

2. O mesticted Delivery.

Pariat L0 ,u/o S
1o YpAth
nidband, IX 7970/

4. Type of Service: Articie Numbper

egistered D Insured} /
Seaner BE sy, sod54

Always abtain signamure ot addressee gr agent and
DATE DELIVERED.

9. Signature — Acdrestee

>

a1 J1LSINCA

[N S




CAMPBELL & BLACK. r.A.

LAWYERS
JACK M. CAMPBELL GUADALURE PLACE
ERUCE o BLACK SLTE ¢ - 11O NORTiH CLADALURPE

MICHAE. E CAMPBEILL N
ECET CFFICE BOX 22C8
wiLLian = CARR

ERACFCRI C BERGE SANTA FE. NEW MEXICO 87504-2208
v ECCTT MALL SELEDHONE: (508! 98&-442)
PeTER N IVES

JCHN . BEMIS TLI.ECOFRIER (3C5) @82-€6043

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Jack Markham
Suite 1212, 1500 Broadway
Lubbock, Texas 79401

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

-

Dear Mr. Markham:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0Oil Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
anc fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section &; the E/2 of Section 17; the E/2, SW/4 of Section 20:
ané the N/2 of Section 29, all in Township 15 Socuth, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not reguired to
attend this hearing, but as an interest owner in this area vyou
may appear and present testimony. Failure to appear at that time
anC become a party of record will preclude you from challenging
the matter at a later date.

WEC/cv



e

SN

Thok. Moeknary

Sidenia, jgo Aroaduwny

lublbock, TX_ 9401
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Q SENDER: Compieteitems 1,2,3 and 4.

Put your address in the "RETURN TO" space on the
reverse side. Failure 10 do this will prevent this card from
being returned to you. The return receipt fee will provide
you the name of the person dslivered to ang the date of
delivery. For additional fees the following services are
available. Consult postmaster for fees and check bax{es)
for servicels) requested.

1. [J show to whom, date and address of delivery.

2. {0 Restrictad Delivery.

3. Articie Ac:jressed to: (
/}1 L) 7/ ucuuoww
52“ 1/ J %c/g NP 7

[

4. Type of Service: Article Number ¢
Registered [ Insured

Certitied [ COD 10*‘/503/’*7“55‘7

ress Mail

Always obtain signature of addressee or agent and
DATE DELIVERED.

5. Signature - Adrme

‘E/’J

jﬂ‘mamre Agent /

’ Z"“m

STREA'S Address[;,_,




CAMPBELL &8 BLACK. r.A.

LAWYERS
JACHK M. CAMFPBELL SUADALUPRPE FLACE
ERVCE D BLACK S_ITE . - 1C NORTH SUADALUPE
MiC—LEL B CAMPBELL v orr ce sox 220e
Wioo AM F CARR
ERADCFORID C BERGE SANTA FE. NEW MEXICO 87504-2208

- SCOTT HALL “E_ES4ONE. (S0E: 988-442!

BE-ER N, IVES
CHN I BEMIS “ELECCRIZR: (Z0S, 982-6043
- N ol

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

DCM 01l and Gas Corporation
P. O, Box 1715 :
Midland, Texas 79702

Re: App.ication of Yates Petroleum Corporation for
Approval of a Unit Agreement, Leaz Cnunty, New Mexico.

-

Dear Sirs:

This letter is to advise you of the application of Yates
Petroleum Corpcration for approval of the Sandsage State Unit by
the New Mexico Oil Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of & unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlving all of Sections &, 1€ and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Secticn 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not reguired to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Failure to appear at that time
and become a party of record will preclude you £rom challencging
the matter at a later date.

William F. Cearr

WEC/cv
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@ SenNDER: Compiete items 1, 2, 3 and 4.

Put your address in the “RETURN TO" space on the
reverse side. Failure to do this will prevent this card from
being returned to you. The return receipt fee will pravide
you the name of the person delivered to and the date of
delivery. For additiona) fees the following services are
availabie. Consult postmaster for fees and check box(es)
for service(s) requestad.

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

2. [ Restricted Delivery.

3. Art:cle Addressed 10!
Ning & v Mes

}Ubjy
&% Aox /7/5
Ncdiand N 79702

4. Type of Service: Article Number |

Bémne Bl Ouss 304 545

ress Mail

Always obtain signature of m and
DATE DELIVERED. /-, 4_/ e

5. Signature — Addressae  (
X "//

6. Signature — Agent
X

7. Date of Delivery

8. Aduressee’s Acdress (NLY {f regloil ST 6RG FeE Presy




CAMPBELL & BLACK. r.A.

LAWYERS
JACK M. TAMBPEE.L Guata_U=z P ACE
BRLCE C. BLACK S iTE S NOFR T~ GUACALCRE
MoCHAEL E CAMPBELL
SCsT 7T TE BECx 2208
Wioo i am P CARR
ERPLOFORD C BERGE SaNTA FE, NEW MEXICO 87504-2208
v STSCTT mALL “ELEP~ONE ISCE 986-442)
RETER N.IVES
- Z == =2Cs; -e04=
e . BEMIS TLECOR 205 SE3-6043

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert L. Monaghan

c/o Cal-Mcon 0il Company :
P. O. Box 2066

Midland, Texas 79702

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Monaghan:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico Oil Conservation. 1In this case, Yates Petrcleum
Ccrporation 1s seeking the approwval of & unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Secticons ¢, 16 and 21; the /2 of
Section 3; the E/2 of Section 17; the E/2, SW/4 of Secticn 20;
and the N/?2 of Section 29, all ir Township 1% South, Range 325
Best, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1886. VYou are not required to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Fallure tc appear at that time
anc become a party of record will preclude vou from challencging
tne matter at a later cate.

,,‘]
@]
~
0O
<



& SENDER: Complete items 1,2,3 and 4.

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

P 456 364 550 |

Neo Kes o

QO%LWIOU han.

1. [ Show to whom, date and address of delivery.

2. O Restricted Delivary.

Sv8-Lty €861 AInr °L18E Wi0d Sd

L1p LhL-YvoN Oil (D
ﬁQ. Box ROpty —-— — - 3, AmcieAddnssed{o
Yhidland, TX. 19705 &NU A Vilgogac
. ,zx,( )%mé
e e e . J/é Ldéu{u .
- I '}OMWM L) )79 P

4. Type of Service: Article Number

I oo T 0 Registered 1 Insured

et BRI P4s, Buid 55D

e O Express Mail

L S Always obtain signature *’@”'m
Rt DATE DELIVERED. }

5. St gfvamre > Admas&
ya -~
X /G / / /’//’ u@‘/‘f\

6. Sugnamre-Agem ‘ . /

7. Dete of Delivery B

B. Adaressed’s Aodress {LITL Y i FERiEsied and Jes Pl

1413334 NHNL3H J11SIN0A




CAMPBELL & BLACK. r.A.

LAWYERS
SACHK M TAMPBE L GUACALURPE PLACE
BRUCE O BLACK SUITE | - 11O NORTH GUADALURE

MICHAEL B. CAMPBELL POST OFFICE BOX 2208

wii_biamM =7 CARFR
ERADFCRE C BERGE SANTA FE, NEW MEXICO 87504-2208
- SCOTT rALL TE_EFHONE: (SE0S) S8&-442!

FETER N IVES
TELECCOFRIER {(3C5) SEZ-6C43
JOHRN =~ BEMIS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Joe N. Gifford

210 North Big Spring
Suite 200

Midland, Texas 79701

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Gifford:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexicc 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval cof a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Secticn 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not required to
ttend this hearing, but as an interest owner in this area you
may appear and present testimony. Failure to appear at that time
anc become a party of record will preclude vou from challencging
the matter at a later date.

williem F. Carr

CEC/cv
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SENDER: Completeitems 1, 2,3 and 4.

Put your address in the “RETURN TO' space on the
reverse side. Failure 1o do this will prevent this card from
being returned to you. The return receipt fee will provide
you the name ot the person delivered to and the date of
delivery. For additionat fees the foilowing services are
available. Consult postmaster for fees and check box{es)
for service(s) reguested.

1. [3J show to wham, date and address of delivery.

2. [0 Restricted Detivery.

3. Articie Addressed 10

. 4. Type of Service: Article Number ;

O Registered O Insured] ~ | .
,‘%miﬁed Ocoo |PeS7 BG4 B5

xpress Maii

{

|

Always obtain signature of addressee or agent and
DAFTEDELIVERED.

7

wnaﬁ;\/\%r\essee :
’ ! \ V
Ko ) aAL L

6. Signature — Apent
X

7. Date of Detivery

’ Gt 4/,7:}1_&“

. Addresses . ~Ude s T

SV

et e b e



CAMPBELL & BLACK. p.A.

LAWYERS
JACK M. CAMPBELL SLUADALUPE SLACE
BRUCE ©. BLACK SUITE - 11D NORTH GUADALUPE

MICHAEL & CAMPBELL
WILLIAN F CARR
BRACFORZ C BERGE SANTA FE. NEW MEXICO 87504-2208

. SCCTT —ALL

FETER N IVES

POST OFFICE BOX 2208

TE_EEACNE. (503 ©&&-442!

UOMN - SENMIS TE_ECOPIZR (SOS) 983-5043

June 3, 1986

CERTIFIED MAIL
RETURN REZCEIPT REQUESTED

Bascom L., Mitchell
105 Energy Sqguare
505 North Big Spring
Midland, Texas 79701

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Mitchell:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico Oil Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections %, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conserveation Division on June 25, 1986. VYou are not required to
attend this hearing, but as an interest ownsr in this area vou
may appear and present testimony. Failure to appear at that time
anc become a party of record will preclude vou from challenging
the matter at a later date.

WEC/cv
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@ SENDER: Complete items 1, 2, 3 and 4.

Put your address in the "RETURN TO” space on the
reverse side. Failure to do this will prevent this carc from
being returned to you. The return receipt fee will provide
you the name of the person delivered to and the date of
delivery. For additional fees the foliowing services are
availabie. Consult postmaster for fees and check box{es)
for servicels) requested.

P 456 364 552

e g 1(*_

1. [J Show to whom, date and address of delivery.

2. 0 Restricted Delivery.

SH8-Lv €861 AInF°LLBE w0l Sd

165 oty S, 505 4 iy Song
}/f/ “j &Md TK WI’)C/ 3 Article Addressed to:

e N ) Aﬁ
I AL

2

4. Type of Service:

C Registered [ Insured .
— %Cemhedw‘a“ 8 cop P}\Jfgu 4 %5?1-

Always obtain signature of addressee g7 sgentand
DATE DELIVERED.

5. Signature — Addressee

S T e ihe e

SRR

-

SRR T X -
6. Signature — Agent
X

é? -5- X(/ 7. Dats of Dalivery

; s ;o s
O, ] /6/\’(

8. Addressee’s Address (ORLY i re]

1413334 NHNLIY JL8IN00




CAMPBELL 8 BLACK. pr.A.

LAWYERS

JACK M CAMPBELL GUADALUPE PLACE
BRUCE DO. BLACK SUITE | - 11O NORT- GUADALURPE
MICHAEL BE. CAMPBELL coet oFFiCE BOX 2248
Wi_LiaM F. CARR
BRADFORD C. BERGE SANTA FE, NEW MEXICOC 87504-2208
< SSOTT naLL TELERHONE: (S0OS5; €8&-4 421

PETER N IVES

JOHN ~ BEMIS TELECCPIER (SCEY SE2-€043

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

George A. Thomas
210 HBF Building
Micland, Texas 79701

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

-

Dear Mr. Thomas:

This letter is toc advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a urit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections ¢, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M P.M,, Lez County, New Mexicc.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. Ycu are not required to
attend this hearing, but as an interest owner in this area vou
may appear and present testimony. Failure to appear &t that time
and become a party of record will preclude you from challenging
the matter at a later date.

wWrC/cv
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@ SENDER: Complete items 1, 2, 3and 4.

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

1. [0 show to whom, date and address of delivery.

2. O Restricted Detivery.

W . Fonas
Ao FAF WM’J ‘
MNcdlaawd, TX TATOY

4. Type of Service: Article Number —
[] Registered [ insured
Ceven. O &8P H 50 364 553
xpress Mail

Always obtain signeture of addresses g_agem and
DATE DELIVEH:D

5. Signature — Ad*‘m

X /“’1/0@4’ /} Wv«/;'

6. Signature \-Agent)v

X
of Delave &

i /

8., Acdressea’'s AQoress (GnLY;fm;’:Lg'g,_d ard fee paicy




CAMPBELL & BLACK. r.A.

LAWYERS .
LACK M. CAMPBELL GUADALUSE PLACE
ERuUCE O BLACK SUITE | - 1'Q NORTH GUADALUJUPE

MICHAEL B, CAMPBELL
WILLtAM F CARR

ERA4DFORD C BERGE SANTA FE. NEW MEXICO 87504-2208
- SCOTT HALL TE.ERHONE: (505! SE8-442]
PETER N. IVES

JO=N ri. BEMIS

POST OFFICE BOX 2208

TLLECOPIER (S0E! 983'6943

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

William 7. Thomas

c/o Bedford Equities
2777 Stermmons Freeway
Dallas, Texas 75207

Re: App.ication of Yates Petrocleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Thomas:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 Zouth, Range 25
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Divisgsion on June 25, 1986. You are not reguired to
attend this hearing, but as an interest owner in this area you
may &aDbpear and present testimony. Fallure to appear at that time
and become a party of recoréd will preclude vou from challenging
the matter at a later date.

WEC/Cv
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@ SENDER: Complete items 1, 2, 3and 4.

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

P 456 364 9o

- 7 o '
[ PSR S TN

1. [J Show to whom, date and address of delivery.

IDilam T Thomts

2. [0 Restricted Delivery.

St8-Lvy €861 AINf °L18E W04 Sd

Uy Bevtord EGuities _

S o T X 3. Article Addressed to:

BN ST &Q,MONS_,,EM{; . | Wit Homa)
Dallas T B8 e I
Tt 7 Sollea,Tx 75207 '

4. Type of Service: Article Number

i ]
Semes . T1C0D | PLboL 304 © 54

xpress Mail

Always obtain signature ot addresses or agent and
DATE DELIVERED,

5. Signature — Addressas

X

6. Signatugé — Agent n

Tl sl

7. Daseot Dalivery

L B8l () -~
v : (T Sl K-

8. Addresses's Acdress (ONLY & PEQUITIET CAC jeE paLi

1413034 NUNL13Y JLSINCA




CAMPBELL 8 BLACK. r.A.

LAWY ERS

JACHK M CaAaMPBELL GUACALURE S_ACE

BRUCE D. BLACK S _ITE - 1. NCETH CUADRSLLPE

MICHAEL BB CAMPEELL PCST OFFICE BECOX 22CE8
ceT O 4

WoLLiaNM F CARS
BERADFORD C. SERGE SANTA FE, NEW MEXICO 87504-2208
< SCOTT mALL CELEPAGONE (SCE) SEE8-4421

PETER N IVES
JCHN A BEMIS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Moncor Trust Company, Trustee
for W. T. Reed Trust

P. O. Box 5614

Hobbs, Neaw Mexico 88241

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Deear Sirs:

This letter is to advise you. of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, mcre or less, of state

and fee lands underlying all of Sections &, 16 and 21; the E/2 of

Section 8; the E/2 of Section 17; the E/2, sSw/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 2353
East, N.M,P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. VYou are not reguired to
attend this hearing, but as an interest ownar in this area vou
may appear and present testimony. Failure tc appear at that time
anc¢ become a party of record will preclude vou from challenging

the mattsr at a later date.

B yéj;f
Nl

Wil /cv



@ sENDER: Complsteitems 1, 2, 3and 4,

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

P 456 364 555

1. L1 Show to whom, date and address of delivery.

2. O Restricted Dslivery.

SU8-Lbb £86L AINr “LL8E W04 Sy

jﬂpuﬂ?z‘)%f gT ieeo’fmfr \3( f{macle Addressed to: O i
VD b Bp1d Jreree Juat Qoncpo g
e e = i LeC WL T, Red® dawcdd”

Heldre, Ny . 924

)

. ; 4. Type of Service: Articie Number
T O Registered [T insured :
Bgemﬁed Ocop |Puse 304 555
e e J Express Mait

e Always obtain signature of addressee or agent and
DATE DELIVERED.

N L 5. Sigpeture — Addressee / |

X (."Q,Maff/\& AL

G. Signature - £ga7t ! i

X AN \
7. Date of Delivery \\ \ 2\\ N
3 ) \ 4
A

[

. .2
8. Addressee’s Addresc (GNLY if requesied oaz g

1413234 NHNL3IY D1LSINOQ




MONCOR

TRUST T T

RECEIVED
JUN 09 1986

CAMFBELL 3 ounuk

June 6, 1886

William F. Carr

Campbell & Black, P.A.

P.0. Box 2208

Santa Fe, New Mexico 87504-2208

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico

Dear Mr. Carr:

Moncor Trust Company is no longer Trustee for W.T. Reed Trust. Liberty National
Bank has teen named as Successor Trustee.

Please send all future correspondence to:

Liberty National Bank

Successor Trustee for the W.T. Reed Trust
P.0. Box le27

Lovington, New Mexico 88260

Very truly yours,

’

,5~>;;£A Ak /:>%;LA,%;C<ﬁ%
e YD N

N \

Moncor Trust Company
P, 0. Box 5614
Hobbs, NM 88241



CAMPBELL & BLACK. r.A.

LAWYERS

JACK M. CAMPBELL
BRUZE ©. ELACK
MICHAEL BE. CAMPEELL

’ WIiLoiAM F CARR

ERACFORD C. BERGE SANTA FE. NEW MEXICO 87504-2208
<. SCCTT nALE TELEE~CNE (B5CS S88-442
PEYER N IVES
TE_ECCFESE (S0S G£3-€04:
JO=N 1+, BEMIS
June 9, 1986
CERTIFIED MAIL
RETURN RECEIPT REQUESTED
Liberty National Bank
Successor Trustee for WwW. T.
Reed Trust
P. O. Box 1627
Lovington, New Mexico 88260
Re: Application of Yates Petroleum Corporaticn for
Approval of a Unit Agreement, Lea Counczy, New Mexico.
Dear Sirs:

the zapplicsa
the Scn”SEC

This letter is to advise you of
Petroleum Corporation for approval of

the New Mexico 0il Conservation Division. In thi
Petrcleum Corporation is seeking the apprcoval of
all formations encompassing 3,360.00 acres, more

q
-

state and fee lands underlylng all of Sections
E/2 of Section 8; the E/2 of Section 17; the

9,

E/2,

20; and the N/2 of Section 29, 211 in Township 15
“ast, N.M.P.M.,, Lea County, New Mexico.’

This application has ben set for hearing bef
Conservation Division on June 25, 1986. You are
attend this hearing, but as an interest owner in
may appear and present testimony. Failure o app
and become a party of record will preclucde vou fr
the matter at & later date. X

Very tru_.y you
e

wel/cv

on of Yates
State Unit by
case, Yates
unit area for
or less, of

16 and 21; the
Sw/4 of Section
South, Range 35

(/)('D»—l

o33

the 0i1l
reguired to
area vou

at that time
challenging

ore
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RECEIPT FOR CERTIFIED MAIL

MO INSURANCE CCVERAGE PROVIDED
NOT FOR INTERNATICNAL MAIL

(See Reverse)

3ent to

L BerY METioMA] Jf%m)/g
:iézyet\and Ho. ~
Q. by 107

Z.0. State anc ZIP Ccg e - .
S0

2 14
Zlungtevs Y) Yn S

Scstage Y S

H

* U.S.G.P.O. 1984-446-014

Certified Fee

Special Del very Fee

Restricted Delivery Fes

Return Receipt Snow.ng
tc whom and Date Deivered

n 3800, Feb. 1982

Gy8-Lvy €861 AINT “LLBE W04 Sd

@ SENDER: Complete items 1, 2, 3and 4.

Put your address in the "RETURN TO' space on the
reverse side. Failure to do this will prevent this card from
peing returned to you. The return receipt fee wilt provide
you the name of the person delivered to and the date of
detivery. For additionel fees the following services are
available. Consult postmaster for fees and check box{es)
for service(s) requested.

1. 3 show to whom, date and address of delivery.

2. [ Restricted Delivery.

3. Articte Addressed to: ‘ T

:’}’ = _,{l'“‘-v ; ,(, o ';’r:(}j‘ Vs J’LC’Z(:‘L/,.«J‘VJ ;
ST AATTR AW T KT s
PO 2ok )6aT o
Aoy Ny . EE0

4. Type ot Service: Article Number ‘
[} Registered O insured

:%(gimﬁed O cop Pl”?'u 152 "L_%B

press Mail

Always obtain signature of addressee Qr agent and
DATE DELIVERED.

5. Signagti'/ej‘— Addressee

X :;&//{;uﬁ J/Jﬁe_.gjf}elft

6. Sighature — Agent
X

7. Date of Deli
4
7

7

B Addreses's Adaress [UNLY If reqaezied cid Je< pakd)

1413234 NHNLIH 014STW0d




CAMPBELL & BLACK. r.A.

LAWYERS
JACK M. caMBBELL GUACALUPE PLACE
BRUCE D Bracx SLTE - IC NORTH GUADALUPE

MICHAEL E CAMPEELL
22¢T OFFICE BOX 2z2Cc&

WiLLlaNn F CARE
EBERADFO®R> C BERGE SANTA FE. NEW MEXICO 87504-2208
J.SCCTT mAaLL
PETER N. IVES

JCHN H. BEMIS

TELERPHONE {(505) @988-<42;

TELECOFIER. (E0E) 28B32-€043

June 3, 19§86

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Home Stake Royalty Corporation
2800 First National Tower
Tulsa, Oklahoma 74103

ATTN: BARBARA COURTNEY

on for

Re: App-.ication of Yates Petroleum Corporati
v, New Mexico.

a
Approval of a Unit Agreement, Lez Coun

+
|

-
-

Dear Ms. Courtney:

This letter is to advise you of the epplication of Yates
Petroleun Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, mcre or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hezring before the 0il
Conservation Division on June 25, 1986. You are not reguired to
attend this hearing, but as an interest cwner in this area you
may appear and present testimony. Failure to appear at that time
and become a party of record will preclude you from challenging
the matter at & later date.

Veyy truly

William F.

WFC/cv
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@ SENDER: Compiete items 1, 2,3 and 4.

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

1. [J show to whom, date and address of delivery.

2. [J Restricted Delivery.

3. Article Addressed to: s

500 Finar Tladirmed Jroerd

s, Ciladional THI103
Ot Bond-sun @&W(

4. Type of Service: Article Number ‘\]

O Registered  [J Insured ‘
e D68\ 45 3u4 550

Always obtain signature of addressee or agent and
DATE DELIVERED.

5. Siwme-Ad 8 V /
i S b  —z A
6. Signature — Agent Iy é‘;zm-‘ Es
=

3 ’ AP TR

“
]

K]

7. Datzof Delivesy . P e
TeNC %

8. Addressee's Adress (ONLY if PEGuenies ars jee paid)
T "-"Vv;ﬂ -~ .

>
pes




CAMPBELL & BLACK. p.a.

LAWYERS
JACK M CAMEBELL GUACALLPE RLACE
BRUCE T. BLACK s 7= - 0 NCRTH GUATALUFRE
MICHAEL BB CAMPBELL =oST SFFICE BOX 2208
=acT SEF sC ;
WiLLlamM F CAaRR
BRADFORD C BERGE SANTA FE. NEW MEXICO 87504-2208
Y. SCOTT mALL TELESmONE: (50S) S8&-442;
PETEFRP N, IVEZS
“ELEICCFRIER (SCE) 9E3-8043

JOHN H BEMIS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mitchell Energy Corporation
10C0 Briercroft Savings Bldg.
200 North Loraine

Midland, Texas 79701

ATTN: LARRY CUNNINGHAM

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Cunningham:

This letter is to advise you of the zapplication of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0Oil Conservation. In this case, Yates Petrocleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections $, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
Zast, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division con June 25, 1986. VYou are not required to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. ailure to appeer at that time
anc¢ beccme & party of record will preclude vou £rom challencing
the matter at a later date.

Veyy truly your

.

William F. Cearr

sl

)
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@ SENDER: Completeitems 1,2, 3and 4.

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

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

2. [ Restricted Detivery.

3. Artlcle A:ldressed 10!

|CCO bbw &x/u/z%b Sdg..
200 %&u:&uaox dj/
b, TX 7970/

At Apana L WW@

4. Type of Service: ¢ Article Nurmber .
0 i s
o B &e| Pz 30 557

ways obtein signature of adkivessee Q1 agent and
DATE DELIVERED.

5. Signature — Addressee
X i

1413234 NHNL3Y 01183300

ature — Agent '\\
X : - [

7. Date gt Dglivery \\

4 o o -




CAMPBELL & BLACK. pr.A

LAWYERS

JACK M. CAMPBELL GUATALURE PLACE
ERUCE D. BLACHK € TE - NCRTM GUADA .. DE

M CmAE. B CAMPBELL

ECST OFTICE BECX 2208

WilLlan 5 CEARE

ERAZFCRD C. BERGE SANTA FE., NEW MEXICO 87504-2208
- SCOTT mA-v “ELEP-CNE. (0SS 98E&-442)
PETER N IVES
Ot 4. BEMIS TELECOPRPIER. [505) 982-60423

June 3, 1986

CERTIFIED MAIL
RETURN RZCEIPT REQUESTED

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

ATTN: BOB SHANAHAN

Re: Application cf Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Shanahan:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for zll
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the ¥/2 of Section 29, all in Township 15 South, Range 35
Fast, N.,M.P.M., Lea County, New Mexico.

This application has been set for hezring bhefore the 0il
Conservation Division on June 25, 1986. You are nct required to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Failure to appear at that time
and become a party of record will preclude vou £from challenging
the matter at a later date.

S,

Very truly yo

William

C/cv

(2%
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@ SENDER: Compete tems 1, 2, 3 and 4,

Put your address in the “RETURN TO" space on the
reverse side. Failure to do this will prevent this card from
being returned to you. The return receipt fee will provide

ou the name of the person delivered to and the date of
delivery. For additiona) fees the following services are
available. Consult postmaster for fees and check box(es)
for servicets) requested.

1. [J Show to whom, date and address of deiivery.

2. [ Restricted Delivery.

\{iﬁ:r;f;:\ddrecsedm E

Wiatian

PO é@x)&oﬁ? M
: 525{,~ SLMM/

4. Type of Service: Article Numper
i

gome BElous. shd 559

xpress Mail

Always obtain signature of addressee gr agem and
DATE DELIVERED.

S. Cigrature — Addvense

X

7. Date of Deiivery

6. Signature - Agent
x [ g V,(w«m./

8. Addresse’s Address (ONLY s,req:maim Jeepsid) |

. B
N . 'w// o




CAMPBELL & BLACK. r.A.

LAWYERS

SACK M CAMPBELL GuLDAa
BERJCE D BELAaCK c_TE - O

MIC=AEL B, CAMPEREL.L
=0T OFF.CE BOX 2ECE
WiLLIANK F CARK
IRACFORD C. BERGE SANTA FE. NEW MEXICO 87504-2208

- SCOTT mAoL “ELEEMCONE. 505! 9B88-442)
PETER N. IVES

sy 3- 45
JOFRN N, BEMIS S5) @83-80C43

u
m
bl
n

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Cal-Mon 0il Company
P. O. Box 2066
Micdland, Texas 79702
ATTN: BOB MONAGHAN

Re: Applicaticn of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Yexico.

Dear Mr. Monaghan:

This letter is to advise you.of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of & unit area for all
fcrmations encompassing 3,360.00 acres, more or less, of state
ané fee lands underlying all of Sections 9, 16 and 21; the E/2 cof
Section 3; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, 211 in Township 15 South, Range 35
fast, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not reguired to
attend this hearing, but as an interest owner in this area vyou
may appear and present testimony. Failure t¢e appear at that time
ancé become & party of record will preclucde you from challenging

“he matter at a later cdate.
youfsg

Carr

truly

FC/cv
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£7) SENDZER: Comniets ,2,3ant4.

Put your address \n the “RETURN TO' space on the
reverse side. Failure to do this will prevent this card from
being returned to you. The return receipt tee witl provide
you the name of the person delivered to and the date of
celivery. For adaitional fees the following services are
available. Consult postmaster for fees and check box{es)
tor service(s) requested.

1. [0 show to whom, date and address of delivery.

2. [ Restricted Delivery.

3 Article Ac:r&‘.s»dm'

/ ( R IVar iy L L C‘/WJ_),;éu,‘a}/
?c 5@&5@@&

ey wwﬁ» T TGN A
(W B Yo adion

4. Type of Service: Articlé:Number
[3 Registered [ tnsuredi |
Certified 1 con p \ 24 (f
'g{xpress Mail 45 Q 3(52.7‘ 55
Alwavs obtain signature of ac;tresseefg_agen
DATE DELIVERED. [///,— R
5. Sigrature — Afciesee ¢ o i1 »
XA ol > e e
6. Signature — Apent 7
X

7. Date ot Delivery

8. Addressee’s Adaress (i Y o S regEeriel STG Jer HRy




CAMPBELL & BLACK. r.A.

LAWY ERS

Jatw M, CAMPBE . L
ERUCE D BLACK

v ZHAEL B CAMPBE. L
VoLotAM F CARRF

ERASTORE C BERGE
L. SCOTT HALL

FETER N, IVES

O~ N H. BEEMIS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Jack O. McCall

1210 One First City Center’
50C W. Texas

Micland, Texas 79701

Re: Application of Yates Petroleum Corproration for
Approval of a Unit Agreement, Lea Count ew Mexilco.

Dear Mr. McCall:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation 1s seeking the approval of & unit area for all
formations encompassing 3,360.00 acres, more or less, of state
anc fee lands uncerlving all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
anc the N/2 of Section z9, all i~ Township 15 Scuth, Range 35
fast, N.M.P.M., Lea County, New Mexico.

re the 0il

t recquired to
is area you

r &t that time
m challenging

This application has been set for hear
Conservation Division on June 25, 1986. Yo
attend this hearing, but as an interest own
may appear and present testimony. Failure
znC become a party of record will preclude

[}
tne matter at & later date.
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@ SENDER: Complete items 1, 2, 3 and 4.

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

1. [J show to whom, date and address of delivery.

2. O Restricted Delivery. .

3 Article Addressed to:

Oy ith O ) A3 E ‘
(210 bue ;rmu/&m CCMIUV
300 W. Janoe
Wedhonid T 7“’70f

4. Type of Service: Article Number \

%D Cen;ifiedm" %‘c"é‘x’:"’" P45Q Bl 5(@0

Always obtain signature of addresses or agent and
DATE DELIVERED.

iLT U e

8. ng)amre Agem




CAMPBELL & BLACK. r.A.

LAWYE RS
JACK M. CAMFPBELL GUATA..PS PLACE
BESUCE D BLAack SLTE - T NC®Tm GUATALUSE

v THAEL B CAMPEELL
WwictiaM £ CARS
ERADFORDS C. SBERGE SANTA FE. NEW MEXICO 87304-2208

. SCTTT HALL =

PETER N. IVES

JOHN =, EEMS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James S. DuBose
P. O. Bcx 2990
Fort Worth, Texas 76103

Re: Aprlication of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New MMexico.

Dear Mr. DuBose:

This letter is tc advise ycu of the applicaticn of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formaticns encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35

-

East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1886. You are not required to
attend this hearing, but as an interest owner in this area vou
mav appear and present testimony. Fallure tc appear at that time
and beccme a party of record will preclude you from challenging

“he matter at & later date.

YEC/cv
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@ SENDER: Complete items 1, 2,3 and 4.

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

1. 3 show to whom, date and address of delivery.

2. [J Restricted Delivery.

? Article Addmdjg VM&C»@L
P . Lox32990
Dot Wortlo, TX 163

4. Type of Service:
egistered L insured

Certfies . L1 COD D5t 304 5@' [

ress Mail

Article Number

Always obtain signature of addressee Ot agent and
DATE DELIVERED.

5. Signature — Addresses
X

6. s:gnamre_—Agent )
XLl O e

7. Date of Deiivery

PR
'
o

8. Addresses’s Adoress (ONLY if requestec €43 jee p&id)




CAMPBELL & BLACK. r.A.

LAWYERS

JACK M. CanvMPEELL S UATAUPE PLACE
BRUCE ©. BLACK .= . .2 “CGT= GUAD L. _%E
VierARL B OCEAMTES-L =ce- 2FF CE BOX 22T
WILLIAM & CARR
BRADFORD C EERGE SANTA FE. NEW MEXICO 87504-2208
JBCOTE mA - TELES~CNE (SOB) S8&-44Z.

TELZIZCEIER O ((5CB) SEZ-€ <43

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Joe R. Henderson
P. O. Box 2477
Midland, Texas 79702

Re: Application of Yates Petroleum Corporaticn feor
Approval of a Unit Agreement, Lea County, New M“Mexico.

-

Dear Mr. Henderson:

This letter is to advise you of the zpplication of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
fcrmations encompassing 3,360.00 acres, mcre or less, of state
and fee lands underlying all of Sections ¢, 1€ and 21; the E/2 of
Section 8; the E/2 of Section 17; the BE/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.,P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not required to
attend this hearing, but as an interest owner in this area vou
may appear and present testimony. Failure to appear at that time
and become a party of record will preclude you from challenging
the matter at a later date.

WEC/cv
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¥s) Dox 417
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e SENDER: Compiete items 1, 2, 3 and 4.

Put your address in the "RETURN TO" space on the
reverse side. Failure 10 do this will prevent this card from
being returned to you. The return receipt fee will provide

ou the name ot the person delivered to and the date of
dehverz For additional fees the following services are
available. Consult postmaster for fees and check box(es)
for servicels) requested.

1. [ show to whom, dste and address of delivery.
2. O Restricted Detivery.

SU8-Lby €861 AN ‘LLGE Wio4 Sy

3. Ar‘tlc!e Addrmed tO

?é 5[497/%’7’7
s d T 79702

A

4. Type of Service:
3 Registered [ Insured

Henified DO COD | 157, ;37(/71 5¢2

Express Maﬂ

Article Number

Always obta:&Esngnatu of add: Q1 Bgent end

~DATE DELIVERED

5. S?gnamrej&\%
[

6. Sngqature ~LAgent
X

7. Date ot Delivery / //
6'—’ iy <"

8. Acaressee's Adcress (ONLY I} reguesies end fes poic]

1413034 NHNL3Y allsam




CAMPBELL & BLACK. pP.A.

LAWYERS

JACK M. CaMPBELL G LoaDALLRE PLACE
ERUCE = EB.ACK s.ce . o NGETE GLADA_UFE

MIcmAEL B CeMERELE =cs-oFTiCE BOY ZECE
Wiboiew £ CARR

BRADFCRT C BERGE SANTA FE, NEW MEXICO 8§7504-2208
< SEETT nseL ~Z_£B-DONE IS0, DEEB-< 42!
PETER N. VES

T ECCSIES IS05) SE3-€043

JCHRN m ZEMIS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

J. M. Welborn
Suite 1212, 1500 Broadway
Lubbock, Texas 79401

Re: Application of Yates Petroleum Corporation for

Approval of a Unit Agreement, Lea County, New Mexico.
Dear Mr. Welborn: -

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0Oil Conservation. In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section &; the E/2 of Section 17; the E/2, SW/4 of Secticn 20;
and the N/2 of Section 29, all in Township 15 Scuth, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 01l
Conservation Division on June 25, 1986. You are not reguired to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Failure to appear at that time
ancé beccme a party cof reccord will precluce yo rem challenging
the matter at & later date.

WEC/cv
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1. [T show 1o whom, date and address of delivery-

e |

2. O Restricteg Delivery,

Sec Reverse! ! ~N
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CAMPBELL & BLACK. r.A.

LAWYERS
LACK M. CAMPBELL ZUAZA_UPE PLACE
ES-CE 2. BLACK s. e O NORET~ SUADALUFE
M.C—L4f_ E CAMPEELL
- =osT OFEICE 2o 2208
W e Al F CAaRR
BRACFORT C. BERGE SANTA FE, NEW MEXICO 87504-2208
V. SCCTT HALL SELES-CNE. |S05 O8&-442
SETE®R N IVES
“ZLECOFIER. (SCS: 9E3-6043
JCAN H O BEMIS

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Horseshoe 01l & Gas Corporation
P. 0. Box 870 .

San Angelc, Texas 76902

ATTN: GEORGE McCREA

Re: Application of Yates Petroleum Corporation for
Approval of & Unit Agreement, Lea County, New Mexico.

Dear Mr. McCrea:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petrcleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections ¢, 1€ and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all ir Township 15 Scuth, Rance 35
mast, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0i1l
Conservation Division on June 25, 1986. VYou are not reguired to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Faillure to appear at that time
and become a party c©f record will preclucde vou from challenging
the matter at & later date.

o C // cv
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@ SENDER: Compiete items 1, 2, 3 and 4.

Put your address in the “RETURN TO’ space on the
reverse side. Faiiure 1o do this will prevent this card from
being returned to you. The return receipt tee will provide
you the name of the person delivered to and the date of
delivery. For additional fees the foliowing services are
available. Consult postmaster for fees and check box{es)
for service(s) requested.

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

2. [ Restricted Delivery.

3. Article Addressed to:

diracsiied Cd v Bao CM@
£O sox ZZE’& gy fio;&
Dt Ai 7
G gmLWQQW

4. Type of Service: J | Articie Number |
« D / >
fowm B\ st 304504
0] Express Mail

Always obtain signature of W agsnt and
DATE DELIVERED.  #°4 w-. .

5. Signature — Addrmec,Q’,/ P

X =y R

6. Signsture — Agent

X ()o 27 %z/zz)/o««.

7. Date of Delivery
L

8. Addressee’s Acdress ({ONE Y:’f FECLET R0 R fee Ka)




CAMPBELL & BLACK. r.A.

LAWYERS
JACK M, CAMPBELL CUADALLLPE ELaCE
SBFRUCE T. BLACK s T c CRT- CUADLLLUSE
VICHAE . B CAMPEEL.
SCST oFFICE EDX 2258
W'l iaM F CALARR
ERADFORD C. BERGE SANTA FE., NEW MEXICO 87504-2208

J SCOTT HAaLL
PETER N.IVES
JOMN A BEMIS

TELES~ONE

D IB05) =88-442]

TELECCFRIZI=®R: (E05: 382-€C<43

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

M & W of Lovington, Inc.

Box 922 .
Lovington, New Mexico 88260
ATTN: JOHNNY WILSON

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Wilson:

This letter is to advise you..of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. In this case, Yates Petrocleum
Corporation is seeking the approval of a2 unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
Fast, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. VYou are not required to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Failure to appear at that time
anc become a party of record will preclude vou from challenging
the matter at & later date.
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@ sEnDER: Compiers items 1,2,3and 4,

Put your address in the “RETURN TO' space on the
reverse side. Failure 1o go this witl prevent this card from
being returned to you. The return receipt fee will rovige

Ou the name of the Rerson delivered to and the date of
dehver! For additional fees the following services are
available. Consult postmastar tor fees and check box (es)
for service(s) requested.

P 455 364 566

1. [J show to whom, date and address of delivery.

- @f”’ﬁJMMMW

SYB-L¥Y €961 Ainr ‘L1 w0y g4

m_hm-nmiw 3. Article Addresséd ro:

Poxaa
ko;/ mmu*ﬂm XB’ A0 Y” ‘*- W i)iﬂ///mﬂﬁ e .

e W%m WW 3560

s Bae S 4. Type of Service: Articie Number

/gxpms Mail Egggw 045&0 3(&/“\7L5!0u

Always obtain signsture of addressee or agent and
DATE DELIVERED. -
-_\

5. Sipnature — Addressee
X 4 Z

6. Slenatuw -/Agen/t ;
L—W//V \/W

" 7. Date ot D/ehvery
s

8. Addressee s Adcrsss (ONLY if requezied ang joe BsG)

o Y [ATE)
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CAMPBELL 8 BLACK. p.A.

LAWYERS

_ACK M. CAMBEE_L GLADALLPE PLACE
EE-CE D Brack SUITE + - C NGETe GUADALLRE
MrEmaE. B CAVTEE-- FoeT o  CE S0OX 220CE
WoLw AN F CaaR v
ESACTCRD € SERGE SANTA FE. NEW MEXICO 87504-2208
. SCOTT rmA

TELEP~ONEI 3CE! 988-442

‘ECE; ©83-€043

SELECCORIES

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

JAN 0Oil Company
P. 0. Box 76499 )
Oklzhoma City, Oklahoma 73147

Re: Application of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea Counity, New Mexico.

Dear Sirs: -

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. 1In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the B/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 0il
Cornservation Division on June 25, 1986. You are not required to
attend this hearing, but as an interest owner in this area you
may appear and present testimony. Failure to appear at that time
and become a partv of record will precluce you from challenging
the matter at a later date.

WEC/cv
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CAMPBELL &8 BLACK. r.A.

LAWYERG
SACK M. CAMPBE.L GUATE_USE SLACE
ETLCE D Brack SLiTE CoNCETe 3 oAZAL_FC

ERADFORD & BERGE SANTA FE. NEW MEXICC 87504-2208
. SCOTT ~ALL s o

PETER N IVES

=CE!

JORN = EEMIST e

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

M. B. Wisenbaker

Suite 1000, Paragon Tower
1600 North Marienfeld
Micdland, Texas 79701

Re: Application of Yates Petroleum Corgporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Wisenbaker:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. 1In this case, Yates Petrocleum
Corporation is seeking the approval of & unit arez for all
fecrmations encompassing 3,360.00 acres, more or less, of staze
and fee lands underlying all of Sections 9, 16 and 21; the E/2 of
Section 8; the E/2 of Section 17; the E/2, SW/4 of Section 20;
snd the N,2 of Secticon 29, all in Township 15 Scuth, Range 35
cast, N.M.P.M.,, Lea County, New Mexico.

This application has been set for hearing before the 0il
Conservation Division on June 25, 1986. You are not recuired to
attend this hearing, but as an interest owner in this arez vou

may appear and present testimony. Failure to appear at that time
anc become a party cof record will preclucde vou from challencing
the matter at a later date.

Sl /ev



@ SENDER: Complete items 1,2, 3and 4.

put your address in the ~RETURN TO" spaceon the
raverse sige. Failure 1o do this wil! prevent this card from
being returned 1o you. The return receipt fee will grovide
you the name of the person delivered to and the date of
delivery. For gaditional fees the Foliowing services are
available. Consult postmaster for fees and check pox{(es)

tor servicels) requested.
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iGee Reverse) 1. [J Show to whom, date and address of detivery.

1

M b Wisenboker

2. [0 Restricted Delivery.

Gyg-Lot €86LAINT
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L ! 4. Type of Service: Article Number
T o Detivery Ces .
oo ;e ‘ egistered [ insured Q _ i )
. ; /%emﬁed & cob N5 Bl f)(g%
Tointen Cedvery P : 1 Express Mail
T : ) : Always obtain signature of addressez or agent and
sen - DATE DELIVERED.

5. Signztlre — Add \ \
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6. Signature — Agent
X

Tagime w or Darte

7. Date of Delivery -~ ;
SN fE
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B. Addressee’'s AJGress (ONLY z'fre{g"meaarﬁ Tec poudj

1413034 NHNL3Y 21153000




CAMPBELL & BLACK. r.A.

LAWYERS

ACHK M CAMPEELL CSCUADALURE PLACE

~CE T BLACK SL TE - C NORTm= GubaDA . PE
voETaEL BoCamTBELL =BCceT OFFICE BCY 2208
s F CARR
2 RADEORT C BERSE SANTA FE, NEW MEXICO 87504-2208
JBCOTT AL TELES—CNI. 305 986-4<42
fE-ER W WES
“ELECOSIER. SCE! S82-€043

O N - BIMIS

June 3, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Yates Petroleum Corporation

Yates Drilling Company

Abo Petroleum Corporation

Myco Industries, Inc.

105 South Fourth Street

Artesia, New Mexico 88210

ATTN: JIM BALL

Re: App.ication of Yates Petroleum Corporation for
Approval of a Unit Agreement, Lea County, New Mexico.

Dear Mr. Ball:

This letter is to advise you of the application of Yates
Petroleum Corporation for approval of the Sandsage State Unit by
the New Mexico 0il Conservation. 1In this case, Yates Petroleum
Corporation is seeking the approval of a unit area for all
formations encompassing 3,360.00 acres, more or less, of state
and fee lands underlying all cf Sections ¢, 16 and 21; the E/2 of
section €; the E/2 of Section 17; the E/2, SW/4 of Section 20;
and the N/2 of Section 29, all in Township 15 South, Range 35
East, N.M.P.M., Lea County, New Mexico.

This application has been set for hearing before the 011l
rvaticn Division on June 25, 1986, You are not required to
this hearing, but as an interest owner in this area you

anc¢ present testimony. Failure to appear at that t:
a perty of record will precluce vou from challenging
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at a later date.
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9 SENDER: Complete items 1,2, 3and 4.

Put your address in the “RETURN TO' space on the
reverse side. Failure to do this will prevent this card from
being returned 1o you. The return receipt fee will provide
you the name of the person delivered to and the date of
delivery. For additional fees the following services are
available. Consult postmaster for fees and check box(es)
for service(s) requested.

1. 3 showto whom, date and addres of delivery.
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4. Type of Service: * Articie Number
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Always obtain signature ot addressee gr agent and
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