AT g T 4 S R P BRI B ey

\ :
\

0w
Exh

S

b

LA

’Tr‘oms s

FAspl

Swall




) o e

,1‘) 5
'Aztec OCD
-Other

STATE OF ‘NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

oL CONSERVATION DIV!SION

momceaoxm
ﬂlmwmm
, smne.msxmm
July 29, 1981 | mon 82730
Mz, Chad Dickerson .. = € gﬁngnnno. R-gZ%

Losee, Carson, & Dickerson
Attorneys at Law. ,
Post Office Box 239 i : S
Artesia, New Mexico 88210 Applicant:

Yates Pekrolaum Corporation

Dear Sir:-

Enclosed ‘herewith aré two copies of the above—referenced

‘D1vzslon ‘order recently entered in-: the eubject case.

L
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JDR/fd
COpy”of'efder also sent to:

Artesia OCD X




i STATE OF NEW MEXICO | |
H ENERGY AND MINERALS DEPARTMENT f
I "OIL CONSERVATION DIVISION

R R » |

IN THE MATTER OF THE HEARING

EALLED BY THE OIL CONSERVATION

BIVISION FOR THE PURPOSE OF |
CONSIDERING ‘ - .
: - o 'CASE NO. 7290 |
B - - Order No. R-6741
APPLICATION OF YATES PETROLEUM

CORPORATION FOR COMPULSORY POOLING,

!

3

HAVES COUNTY, NEW MEXICO.
' ORDER OF THE DIVISION

Y -THE DIVISION:

ﬁiThia cause came on fqtfhoaring,at 9 a«m. on July 2, 1981;
t Santa Fe, New Mexico, before gxaminarrRichard L. Stamets.

| NOW, on this_ 28th day of July, 1981, the Division .
Pirector, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
pramises, : RS i :

FINDS?

(1)  That due public notice having been given as requirad

‘ Py“lnn;'the;bivitibn‘has‘juriadietidhibf this cause and the
 lisubject matter théreof. : _

‘ (2) That the spplicent, Yaetes Pstroleum Corporation, seeks
an order pooling all mineral interests in the Abo formation
underlying the NE/4 of Section 26, Yownship 5 South, Range 24
East, NMPM, Chaveées County, New Mexico. , o

() That the apﬁlldﬁnt has ﬁhp‘right tb‘drilz and proposes !
to driil a well at a,atgndard'location thereon. :

e
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5
'Jnhit who have not'agreed to pool their intsrests.

' (5) That to avoid the drilling of Unnecessary wells, to°
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas |
in said pool, the subject applicatidn should be approved by

unit.

(&) That there are interest owners in the ﬁrdposadnprpratibng"

e L s o R e

pocling all mineral interests, whatavar‘fﬁoy:wéy‘bi,}nitﬁih‘biid"f~'=
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|
) (6) That -the applicant should be deaignated the operator
bf the subject well and unit. | V :

iE (7) That any non-consenting working interest owner should
be -ffordad the opportunity to pay his share of estisated well’
bo:tl to the operator in lieu of paying his share of reasonsble
woll costs out of ptoduction.

éé (8) That any non—conoenting working interest owner who ol
’Booa not pay his share of estimated well costs should have E
" iwithheld from production his share of the reasonable well costs
‘blus an additional 200 percent thereof as a reasonable charge
’for tho risk 1nvolved in-the drilling of ths well.,

fi (9) That any non-consanting interest owner should be :
hffordod the opportunity to object to the actusl well costs but L
that actual well costs should be adopted as the reasonable well !
ro-tl in the sbaence of such objection. o

| (10) Thnt following determination of roaoenable ‘well co-tl,
any non-consenting working intersst owner who hae paid his o
gphare of estimated costs should pay to the operator any amount i
that reasonable well costs exceed estimated well costs and
hould reeeive from the aperator any amount that paid estimated
Fnll costs exceed reasonable well coats, _

| (11) That $2300.00 per month while drillifg and 5230 00
__gor month while producing should be fixed as reasonable charges
“|for supervision (combined fixed rates); that the operator should
e authorized to withhold from production the proportlonatc share
f such supsrvision charges attributabls to each non-conaanting
orking interest, snd in addition thereto, the operator .should ,
e suthorized to withhold from production’the proportionats share
pf actual expenditures required for opsrating the subjact”wcll.
pot in excess of what ars reasonable, sttributable to each non-

: ponaonting working interest.

i (12) Thnt all proceeds from production from cn- auuaoet
;holl which are not disbursed for any reason should be placed . :
iin escrow to be paid to the true owner theraof upon demand and o .
Vproof of ownership. : o . -

“ (13) That upon the failure of the operator of said pooled

Lnit to commence drilling of the well to which said unit is -
ﬂedioatod on or before November 1, 1981, the order pooling said

nit should’ bocoue null and void- and of no effoct uhat-oovor. §

!
ol
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i |
§ IT IS THEREFORE ORDERED:

; (1) That all mineral 1ntarasts, whatever they may be,
[4n the Abc formatlon underlying the ‘NE/4 of Section 26, Town- -
phip 5 South, Range 24 East, NMPM, Chaves County, New Mexico,

re hereby pooled to form a standard 160-acre gas spacing and
proration unit to be dedicated to a well to be drilled ut a
btandard location therson.

g ~ PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the first day
bf Novembor, 1981, and shall thereafter cantinue the drilling
bf gaid well with due diligence to a depth sufficient to test

the Abo formation;

; , PROVIDED FURTHER that in the event ‘said operator does not
Fommence the drilling of said well on or before the first day of

ovember, 1981, Drder (1) of this order shall be null and void
and of no effect whatsoever, unless said ‘operator obtains a time
axtension from the Division for good cause shown.

% PROVIDED FURTHER, that should said uoll not bas drilled to
completion, or abandonment, within 120 days after commencement
ﬁhereof, said operator shall appear before the Division Direttor
and shaw cause why Order (1) of this order should not bu
srescinded.

(2) That Yatea Petroleum Corporation iskherby‘designatodk'
tho opdrator of the subject well and unit. s

o 7(3) That aftor the cffactive date of thia ordor and within
90 days’ ‘prior to commencing said well, the operator shall furnish

unit an 1tenizod nchadule of estimated woll co-ts.

~ (8) That within 30 days from the dnto the schadulo of
estimated well costs is furnished to him. any non-coneenting
imu'kxng interest owner shall nave the right tu pay iiw share
of eastimated well costs v the: operator in lieu of paying his
ahare of reasonable weil costs aut of production, and that any
such owner who pays his ehare of estimated weil costs as pro-
kidod above shall remain liable for operating eosts but ahall
ot be 11ablo for risk charges. ~ ‘

Ll:‘ (5) That the nparutor shall furnieh thﬁ Divisinn and each .
Enown working intersst owner an itemized achedule of actual well
icosts within 90 dsye following conpletion of the wellj that if

the Division and each known working interest owner in the subject
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,no objection to the actual well costs is received by the Divistion
nd the Division has not objected within 45 days following receipt |
of said schedule, the actual well costs shall be the reasonable i
el]l coste; provided however, that if there is an cbjection to .

pctual well coste within said 45-day period the Givision wili

determine reasonsble well costs after public notice and hearing.

?” (8) That within 60 days follauing deterninat.on ef reaaon-

jable well casts, e=ny non-consenting warking interest ownar who.
?has paid his share of estimated costs ‘in advance as provided
above shall pay to the operator his pro rata share of the amount
!that reasonable well costs exceed estimated well costs and shall
ireceive from the operator his pro rata shars of the amount that
estimated well coats oxceed reasonable well coats. :

At s 1 s Ve et e o s feen e w6 e e

(7) That the oparator is hereby authorized to withhold
3the following costs and charges from productionz

(A) The pro rata share of roasonable well coats

~ attributable to each non-~consenting working
interest owner who has not paid his share of

¢ estimated well costs within 30 days from the
date the schedule of aatimated well costs is
furnished to him.

(BY As a charge for the riak 1nvolvod in the
' o drilling of the well, 200 percent. of the pro
o o ~rats share of reasonables well costs attribu-
; ' + _ table to each non—consenting ‘working ‘intersst
- o owner who has not psid his share of estimated
: ~ wall costs within 30 days from the date the
echogulc of eatimatod well costs 13 furnished
“to him. : :

AN AN, 0551 B AP 2 A5 e

. (8) That the operator ahull diatribute said cqsta and:
. licharges withheld from produntion to the parties whu advancodf :
e the well casts. S A '

(9) That szsun 00 per. nonth while drilling and szxu oo
per month while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); ‘that the opsrator is st
hereby suthorized to withhold ‘from production the proportionate
share of such supervision ohargao sttributable to each nop-
cona&nting working interest, and in addition thareto, the
operator is hereby authorized to withhold from production the
proportionate share of aotual expenditures required for-operating |
such well, not in excess of what are roasonabio. attributablo to

| aach non—conaonting working interest. . ,

¢
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H
il

8 seven-sighths (7/8) working interest and a one-eighth (1/8)
goyalty interest for the purpose of allocating costs and charges
Qndar the terms of this order.

L (11) Ihat any well costs or chnrgoa which are to bo paid
But of production shall be withhsld only from the working
nterests share of production, and no costs or chargss shall

i e withheld from produetion attributable to royalty interests.

§ (1Z) That ell proceeds from productlon from the subject

well which are not disbureed for any reason shall immediastely
e placed in escrow in Chaves County, New Mexico, to be paid to

he true owner thereof upon demand and proof ‘of ownership; that

f said escrow agent within 30 days from the date of firct
deposit with said escrow agent. . .. .

" (13) That jurisdiction of this cause is retained for the
try of such further ordors as the Division may deem’ noeeaaary.

! DDNE at Santa fe, New Moxico, on the day and yoar hurein-
_bqv.kdoaignatad. : , :

JATE OF NEW‘HEXICD s
: DIVISION

Dircctor

ro/ ;. R

(10): That any unaevered mineral interest shall be considerad

the operator shall notify the Division of the name and address

e Sy
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: . EXAMINER HEARING
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JANET MOREAU

Direct Examination by Mr, Dickerson

JIM T. MASON

“‘Difect Examination by Mr. Dickerson

B2y

EXHIBITS

Applicant Exhibit Gne, Plat
‘Applicant Exhibit Two, Document

‘Applicant Exhibit Three, Summary

“Applicant Exhibit Four, Ope;éﬁihg'Agrégyent“
prpliééht ExhibitiFiQé,,AFﬁ
Applicant Exhibit Six, Structure Map

ﬁApplicéﬁﬁ“Ekﬁibit}SeVeni»Crosévéé¢£ion
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11

11
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rtestifiédias—féilowéy to-wit:

'BY MR, DICKERSON:

| Corporation:

3
“"MR. STAMETS: uWe'll ¢;ii%next Case 52§d;:
MR. PEARCE: ApplicatiOn;of‘Yates Petro-
leum Corporation for compulsory pOdling,‘Chaveskccunty, New
Mexico.
MR. DICKERSON: Mr. Examiner, I'm Chad

Dickerson’ from Artesia, and we have two witnesses. to be sworn.
(Witnesses sworn.)

JANET MOREAU

being called as a witness and being dily sworn upon hér Gath,

DIRECT EXAMINATION

0 Will you state your name, please?
A Janet Moreau.

0 How do §du spell yourilaSt name?
A ”M-o—R=é~A4U. |

0 Ms. Moreau, what is your occupation?

& . I'm Adsociate Landman for:YatesfPetr61eﬁ* o

Al

0 ~ And how ldhg haVe’yﬁu*bééh 80 empldyéd?

A, Six years.

R
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4
o In YBUr occupéﬁiqﬁ what do your duties
N , et ediiaion
A . I 'do most of the paper work that has to
be done in getting the wells together. I type leases, I set
up oberating“agreemehts, farﬁ‘out agreements.
Q Are you familiar with the application of

Yates béfOre»thiS?Division?

B Yes.
0 : Briefly state the pﬁipose’OE“our<éppiica#‘
tion.
A ’ We are trying to force pnol John William |

Wood, who we tried to find for several months and have not been
able to do So; >’ |
0 You're also seeking that Yates 5e”def
‘signated operator of the prOPOSéd'Qell?
| A Yes,
0. Have’yduléompiled’certain exhibits upon
which you intend to rely?
o v,
0 ' Would you réfer:firSt‘Eo‘Exhibit Number
dhe;idésdfibé?fbr théjExaminér what it éhbws?
A C This shows the Yates acreage arduhd the
VwélI ﬁhat7we‘are‘g6ing to‘drill, and the well location.

0 And the well location is outlined in redp




1 5

21 A .. Uh-huh.

3 0. ‘ And Yates“acreage is all colored yellow?
4 A Yes.

5 0. Okay. Turn to Exhibit Number iWO’and

$§ | describe what that is. > |
T | A . This just tells the last knowﬁ»addréss

8 | and niame of'fhé‘peréén'we would like td force pool.

9 3 0. - What's the source of this address for

10 | this person?

1 | A | It was off the last deed where he receivefd

12 | his interest,

13 0. And wﬁét isrﬁhat person's ‘interest in

M | this acreage described on your Exhibit Number Two?

15 ; A He has 1/16th of that acreage.

16 " %7 He owns 1/16th interest in ‘the minerals?
17’ A : Yes.

18 o o Okay. Refer the Examiner to Exhibit

19 | nNumber Three and describe what it is.
20 1 A This is}a~éﬁmmary of how Bill McCaw

21 | tried to find Bill Haas, who'heibbﬁﬁht'thé‘léase from, or would

aq i e e g E P ORI I G L
4« | ‘have, and how he& tried to find this 1/16th interest, without .
E ’ PR [ ; ") v i
3 success. | . o : : ' )
4 0 . Briefly sunmarize Some of the thihgs

25 | tnat yOu‘ér'Mr?'MCGQW did té locate this person.




[RTRRETI -

1 6
2 AL o Okay. He contacted the bulldlng whlch
3 -was the last address of John William Wood and found that it waJ -
4 | 4, 1 don't know what to call it, a -- just a business addtésS,
’5 and‘there‘wereiseVéral businesses in it and he contacted the
6 | maintenance man and had him go around try1n§ £o find where
7 | John William Wood was. He didn't fihd”ﬁfﬁ”fhére;
8 And he téiﬁéd"£O'Mr.'Eutterfiéla, who
9 a351gned to John ﬁllllam Wood, and well, Mr. Butéérfielé‘s
10 w1fe, who ‘did not know‘John Wllllam Wood and I checked for
n | death certificates around and had no response.
12 Q. 1 notice among other things ‘th'ét‘ Mr.
) 13 | Mccaw contacted all of the Wodds;in*ihe Chidaéoﬁtelephoﬁe
M [ pook. |
15 | A Uh-huh.
6| ; 0 ‘ And had no success locating this person.
17 o A; Yep.
18 , T pid you’ subsequently>wr1te a letter to-
19 | nis 1ast knOWnladaréss? | |
29‘ A 'Yes}‘aﬁdee receivéd‘it back.
2 | o And that's the letter which is -- forms
' 22 a”ﬁart of youx Exhibit:ﬁumbcr5Three° .
23 , ; A Uh~huh, yes. ' ) : v ' : L
24 | ‘ :Q . You recelved‘thatlletter ‘back person .¢ ; -
T = 25 unknown"? | *
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"bot'tom, unleased interest. He has five ‘acres, five acres

| acres which are under the well.

‘imposed upon the interests subjected to compulsory pooling?

S
W

fprocédure‘fbe“aftaChed?‘

7
A, YéS .
o yékay. WMS}ymdfeau,JEﬁfh to Exhibit Number
.foun“and describe what it is: |
A ‘This is the operating agreement we pro-
pose to send out to the parties.
Q. 5 Refer the Examiner to the Exhibit A’io"

this agreement and describe where ‘the interest of the party
sought to be force pooled is shown on‘this exhibit.

A ' Okay, it's under parégraphfZ—l at the

under the 160 that the well is going to be drilled on. |
Q So that's just 1/16th interest in 80

A Yes.
e Okay. Ms. Moredu, does this operating

agreement provide for supervision which Yates seeks to have

A " Yes, it does.
0 ~ Where is that shown?'
A on page three of Exhibit C of the oper-

ating agreemént.

0 ' . You're referring to the COPAS accounting|

A iYes.
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‘this proposed operating agreement agreed to join it on these

1. and describe,Whét;it is.

‘| that we will send ‘out wi'th the operating agreément, which

. shows thefdry'hole cbst and completed~we11’cost;'

8
Y S . What supervision rates does Yates re-

quest be imposed on this interest?

A The drilling well rate is $2300 and the
producing well rate is $2§0. |

0 In,your‘experienCé are those the customar
charges in this area for;weils _—

a. Yes,‘ﬁhey are.

Q : -~ of this nature?

A .~ To this depth.

Q Okay. Have all the other parties to

terms?

A | Yés.'

0 Okay. Is there'a provi§i6ﬁ in”Ehis
6perating agreement'for‘a”penalfy”fbr ndncénsehfing parties?

A Yes, 300 percent.

o which‘wopldfactuai1y~be‘féfurn*Of‘the
money iﬁvestéd pluS‘ZOG pefcéﬁf? -

iy

A 7 Yes.

o - Ms, Moreau, turn to Exhibit Numbér Fix

A~ This is the Authority for Expenditure

Yy




9
; 2 Q And this exhibits shows the estimated
3 | cost for drilling, completing this proposed well. Will Yates
4 | keep up with the actual cost incurred in connection with --
5 A Yes, they will. |
6 0 B ;, the drilling of £ﬁis well?
7 If the Division érantsathis appiiéétidh;
8 | Ms. Moreau, the Yateé Péﬁrdiéuﬁ;Cdrpbratfdn‘ihﬁéﬁds'to treat :
9 | the interest that is force pooled with 1/8th 6f it allocated

10 to royalty»anavfﬁe remaihihg 7/8th3'to‘workiﬁg'ihtéféét'and
11 | to escrow the royalty account in Chaves County, New Mexico, is

12 | that correct?

13 ‘ A  Yes, that is.
14 : 0. Okay. .
15 MR. DICKERSON: Mr. Examiner, I would

) < Tl e Sk M4 DA . : : Gl .
16 | move the admission of Exhibits One through Five at this time
17 | and 1 have no further questions of this witness.

18 . MR. STAMETS: These exhibits will be ad-

‘mitted.

8

Are there any questions Of'ﬁhe’wifhess?

‘21 | she may be excused.

B R B Y
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‘geoph¥sicist for Yates Petroleum Corporation in Artesia, New

Mexico,

Mr. Mason as an expert geologist.

pooled interest? -

10

JIM T. MASON
beiﬁg called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. DICKERSON:
; o | Will you state,your»namekand“occupatién"
pléase?

A James T. Mason, Junior. I'm a’geologist

L ue. Mason, have you previously testified
before ﬁHiS”ﬁiViéionfaﬁd had your CredenﬁiaIS'ﬁade a mattéifbf‘
records

‘A _ Yes, sir, Ivhave. "

MR. DICKERSON: Mr. Examiner, I tender

MR. STAMETS: He is considered qualified.
0 '”Mr.‘Méson; have you made a s+tudy to
asbettafn;thg‘facﬁs upon which you will express an opinion re-

garding the proposéd §i§k'penalty tb,be‘impoéed tpcn this forcé

S

- ‘Yes, I have,
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area surrounding our proposed location in the northeast of

~Section 26.

LR RN T SR 7 R O R

" corner of Section 24.

o Mr. Mason, refer to Exhibit Number Seven
and describe what it is.
S A  Exhibit Number'se%eﬁ is a cross section

also a structure section and shows the total Abo Sand.

11
0 fWou;d“you refer fhe‘ﬁxamiher’fo what is
marked Exhibit"Number Six and describé what it Shéws? k
A , Okay. Exhibit Number Six is a struc?u:éﬁ

map on top of the Abo ‘and it's contoured on 50 foot contour

interval, and it shows the location of numerous wells in the’

0 . | Whatwpért;nént information is reflected
byxtﬂis information that beafs on the risk involved indrilling
this‘Wéii?

A okay., It reflects the sffﬁctuféi*pbsiti&
and sim11arity between the proposed location and -- and the
Fred Poole Well wﬁich is the oﬁiy welil fbr’which we»have“pra-

duction data available, and it's located in the southeast

which is shown on Exhibit Six as A-A'. This cross section

involves the porosity logs available én several'of these wells|

The lower part of the cross section is

153

From this cross section it's obvious

in

that it's difficult;to‘COrrelate individual‘saﬁds and to pre-

i
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dict the actual occurrence of individual 'sand. From our work,

and call particular attention to the Fred Pcoole Well, which

'is the second from the right. It had a calculated absolute

© o

‘millién. So there is an economic risk that these wells may

‘not pay out.

"to be pooled?

12

I believe that this locaﬁiOﬁ“will encounter approximately 40
feet of Abo Sand.

I also call your attention to the

production figures at the bottom of this -- this line ofsectio%

‘open flow of 3.2 million and its cumulative flow for two months|

was 8.8 million for a daily average of 148 Mcf.
And our reservoir engineering department
has studied numerous wells in the region and believes the

reserves for an average ABo well to be somewhat léss than 300

o Mr. Mason, based on your review of your

Exhibits Six and Seven have you formed an opinion as to the

‘risk that you recommend the Commission impose upon this interedt

A ‘Yes,fsir, I‘héve.

o In*yéﬁf”bbiﬁion7Whatfwbuldibé a reasbhable
penalty fdf‘iheffisk{iﬁ§6i§§a?iﬁ?§fillihg‘Eﬁié;WEii?

A 200 percent after payout would, I think,
be feasonable“ééhéidériﬁg dtilliﬂgiﬁﬁhéfdé*gﬁd ecoriomic fiék ”

involved in this venture,

7
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In your opinion, Mr. Mason, would the

granting of this applicatidh be inh the interest of conservation

rights?

admission of Exhibits

gquestions.

admitted.

" the prevention of waste, and the protection of correlative

Yes, sir, I think it would.
MR. DICKERSON : Mr. Examiner, I move the

Six ‘and Seven, and we have no further

MR. STAMETS: fThese exhibits will be

Are there ‘any Questions of the witness?

He may be excused.

Anything further in this case?

The case will be taken under advisement,

(Hearing concluded:)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that

: |
‘; - ; ." . .- 3 ] : l
_ the foregoing Transcript of Hearing before the 0il Conserva-;

‘tion Division was reported by me; that the said transcript |
is a 'fiiil, ﬁrué, and correct record of the hearing, preparéd

o 8 by me to the best of my ability.

10

e
¥

1
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STATE‘OF NEW MEXICO ;
" ENERGY AND NERALS DEPA ARTMENT .
o1L CO“SERVATION DIVISIOU
- STATE LAND OFFICE BLDG.
SANTA FE, MEW MEXICO

2 July 1931

EXAMINER HEARING

IN THE MATTER OF: : .

" Application of Yates Petroleum Corpor-

ation for compulsory pooling, Chaves CASE
County New Mexico. 72990
BEFORE: Richard L. Stamets
' TRANSCRIPT OF HEARING
APPEARANCES
For the 0il -Conservation Ernest L. .Padilla, Esq.

Legal Counsel to'the'01v1si0n
State Land Offlce Bldg.
‘Santa Fe, New Mexico 87501

‘Division:

Chad Dickerson, Esq.;, :
LOSEE, CARSON,; & DICKERSON
Artesia, New': Mexico 88210 ¢

For the Apvlicant:

V. S S
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Dickerson from:Artesia, and we have two witnesses to bé'sworn.

' testified as follows, to-wit: u

3

MR, STAMRTS : 'We'll call next Case 7290.

MR. PEARCE: Applid;tiOn of Yates Petro-

leum Corporation fo; coméulsory pooling, Chaves County, New |

Mexico.
MR. DICKERSON: Mr, Examiner, I'm Chad

(Wifnesses sworn.)
JANET MOREAU

being called as a witness and being duly sWorh‘up0n~her7dath, 

DIRECT EXAMINATION

BY MR. DICKERSON: :
0 Will you state your name, please?
A  Janet Moreau. |
; Q. o 'nOW”do’yqu”spell yau: Iégt"hame?
A M-O-R-E-A-U. |
0 ‘"Ms.‘Moreau,.what‘is foﬁrVOCcupatioﬁ?
Q‘"‘ S : : i‘m Assobiat§~Landﬁan'fcr'Y:tes Pétfglak-
Corporation.
L :Q " ": And how Ibngfhéva you been”so employed?
A - S8ix years.
»
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_9 ” £ ;u_ In your o¢é;pati§h wh$£ déyyqurIQutiési
include? R
A I do most of the paper work that has to
be done in getting the wells together. I type leases. I set
up operating agreemehts,'farm ocut agf%ementﬁl H

Q Are you familiar with the application of

Yates before this Division?

A | Yes.

0 i Briefly staté‘the‘purPOSe of our éppitca~
tion. | | |

A : vie aremtfyin'cj to force pool 'lfoﬁri»‘m‘;iiaﬁﬂ .

Wood, who we tried]tO’find'fﬁg several months and have not been
able to do so. | |
f\ Yoﬁ‘ré;élso seeking that Yates be de-
Signaéed“operator of.the prdposedvWell?_  | |
oA Yes.
 9~ B ﬁave‘you‘Campiléd;pégtain”exhibitSvnpon

thch you intend to rely?

i

A Yes. |
0. -~ Would §qu féfer firég ﬁo Exhibit»Number
dne;ﬂdeéﬁribé¥f6ﬁ*ﬁhe5Examiner Wﬁat’it lhOV§? o V
| A . This shows the Yates acreage around tﬁe
well that we are going to drill. and'the well location.
0 ‘And the well iocatién is outlined in redj
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‘Uh=huh.

A
o  md Yates Greage is all selored:yeliow?.
A. Yes.
o okay. Turn to Exhibit Number TWO and
describe what that is. |
A:k  5 This just tells the 1ast known address

‘;_ﬁnd name of the person we would 1ike to force pool.

o fi "What's the source. of this address for
'this peréSn? k
| £  1t was off the‘}ast deed where he receiv%d
ﬁiSfihtefesﬁ. | » |
| 0. ’ and what iékthat §eraoh'5‘intef39t in

| this acreage described ‘on your Exhibit Number TWwo?

A B He ‘has ‘1/16th’ of that acreage.

0  He¥6ﬁns‘i716th interest ‘{in the minerals?
A ; Yes. _ R |

e Okay. Refer the Exaﬁiner to Exhibit

~Number Thxee and describe what it is. ”'

| | This is a summary of how Bill McCaw
M%xiéd to find Bill Haas, who he bought tha jease from, oY would
nava, and how he tried to find’ this l/lﬁth intereat, without
;.sugcesa.

o o priefly summarize some of the thinés

jthat youvor Mr.‘McCaw aid to Locgte this person.
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2 “ A Okay . .ne“én‘ntnated:thevbﬁild'ifng which .
?; ﬁﬁs the last address of John Wiliiam'WOod and found that it waJ
4 a, I don't know what to call it, a -~ jdst a business address,
7§ and there were several buéineésescin it and he contacted the
6 ‘maintenance man and had him‘go around tryiﬁg to find where |
7 | John William Wood was. He didn't find hi’qx there.
8 ‘;f #nd he talked to Mr. Butterfield, who
kgf- assigned to John William Wood, and well, Mr. Butterfield‘s
10 wife, who did Abt‘know(John Williamlwbdd; and I checked for
;1 death certificates érOund’and héduno‘réséonse.
':j; k T I notice among Bthérvthiﬁgs'that’ﬁr;
ff? o 3 HcCawrcontacﬁéd'éil‘bgythe'Wbods iﬁ‘theQChicagoktglephohe
: ] poor, ; ; it T ,
15| a Uh-huh.
‘1‘; 0 :And had no success 1o¢a£ing this person.
| v o
| I‘: @ . pia you sugéequehtly.write a iétter to
119.'fhisll;$£ known addreés? ’ ) |
2‘: o ; . A :4k fes, and we received it back. _
21  ‘ | VQ . . And that‘s the letter vhiehjis -— fo£m§i"
| a2 *a”'part”isf 'yourixhibie“i;-‘umser- Thrac? | | ‘ o
B A Un-huh, yes.
- 24  . 0 S Yoﬁ'reéeivédkﬁhaﬁ"ieﬁter back “"person
-;'  25,«,unknown"?, :
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A Yes.
Q- Okay. Ms. Moreau, turn to Exhibit Number
Four and describe what it is.
A - This is the operating agreement we pro-
\pose to‘send’qnt to the parties. )
Q- Refer the Examiner to the rxhibit A ‘to

‘this agreement and describe where the interest of the party

under the 160 that the well is going to be drilled on.

agreement provide for supervisibn Which Yates seeks to have

‘kimposed upon the interests subjected to compulsory pooling?

_ating agreement.

sought to be force pooled is shown on th;s exhibit,
A Okay, it's under paragraph*;¥l at the

4

bottom, unleased interest. He has five acres, five acres

Q So that's just 1/16th interest in 80
acres which are under the well.
A . Yes.

a Okay. " Ms. Moreau, does this operating

A' = ‘ Yes, it does.
a . Where is that shown?
A . On page three of Exﬁibit'C'of the oper; :

1y

@ You're referring to the COPAS accounting| '

procedure form attached? | S

A ;Yes;
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e ‘ What supervision rgtes»déés Yﬁteé»ré;”
quest be imposed on this interest?
A The drilling well rate is $2300 and the
producing well rate is $230. “
Q ‘ In your experience are those the customar
charges in this area for wells -- ﬁ
\ A | Yés, they’are.
Q. . =-_of this na‘t;uré?‘ E R
A  To this depth. H | .
[ R “Okay, Ha&e-all the‘oéhér parties to

this proposed operating agreement agreééiﬁb'joih it on these

‘terms?

‘money invested plus 200 percent?

A ~§es;
Q ;’ }Okéy; is £hérea:§§9vi§ion in this
operating agréemeht_for'a penalty for négddﬁggﬂting~parties?,
| A : ’Yes, 300 percent;< ‘ ' |
L, 0 | Ik‘WhiCh‘WOuldwadEuéiif’BQ réﬁurn‘ozfthe
A ~ Yes.

T - Ms. Moreau, turng€¢“E:hibit Number Five

Y




—

o
i
H
i
1
£
' 5
P
S

fy

e

~N A e W W

° o

g
n
1
.'13,
14
15
‘n
1|

keep up with the actual cost incurred in connection with -~

| Ms. Moreau, the Yates Petroleim Corporation intends to treat

" mitted.

| she may be excused.

9
[ And this exhibits shows the estimated

cost for drilling,kcompleting this proposed well. Will Yates

A Yes, they will.
o -~ the drilling of this well?

_Ifwthe Division griants this application,

#ﬁe intéiese thatyis fofce pooled with:i/Bth’of it allocated
to royalty and the remaining 7/8ths to working interest and
to escrow the royalty account in Chaves Coﬁhfy,'Néw:Mekico, is
tﬁat correct?
| A Yes,cthat i#.
0 Okay.

 MR. DICKERSON: Mr. Examiner, I would
move the admission of ‘Exhibits One through Five at this time
and I have no further questions of this witness.

MR. STAMECTS: These exhibiﬁé Wiil'be'ad—

Are thére any quesﬁibns of the witness?

g

IEBEAN - Call Mr, Jim Mason now. |
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‘being called as awidtness and being duly sworn upon his oath,

'BY MR. DICKERSON:

‘Mexico.

"Mr. Mason 'as an expert geologist.

‘ aséeftainfthe'fgdtssupoanhiéh youkwiil;e:press an opinion re-
| garding the pfbposéd risk penalty to be imposed upon this forc%

I pooled interest?

10
JIM T. MASON
testified as follows, to-wit:

DIRECT EXAMINATION

‘Q Will you s;ate your name ahd occﬁpation,
please?
A James T. Mason. Junior. I’'m a geologist}

geophysicist for Yates Petroleum Corporation in Artesia, New

e Mr. MaSon,’haVe y0ulprévibu31y testified
before this Division and had your Credentiais made é matﬁef’éf»
recofd? |
R | A Yes, sir, I have;

MR. DICKERSON: Mr. Examiner, I tender

MR, STAMETS: _ge;i5¥¢onsideréd‘qualifiéd.%

e
>

'Q Mr. Mason:/havé"Yéuiaade a study to

‘A Yes, I have.
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2 0 " Would you refer the Examiner to what is

3 | markéd Exhibit Number six'ohd‘deSckibekwhat it shows?

4 A Okay. Exhibit Number Six is a'structuré

S map on top of the Abo and it's contoured on 50 foot donﬁbur

6 ‘inte:val, and it shows the location of numerous wells in the

7 ‘area surrounding our proposed location in the northeast of

8 Secfion’26.

9 .| '@ What pertirent information is reflected
’0 “by this information that bears on the risk involved in drilling
;11» this>we11? |
2| A ; Okay. It‘feflécts‘thé;struotural positicm;
13 and simllarity between the proposed location and —-- and the
}4:  Fred Poole Well which is the only well for which we have pro-
15?‘ duction data available, ‘and it's located in~the southeast

16 corner of Section 24,
m k o - Mr, ﬁason,vrefer-to“Exhibit Numberysévéﬁ’
1’: and describe what it is.

l?v : A , Exhiblt ‘Number Sever is a cross sectiont

‘20f lwhlch is shown on Exhiblt Six as A&A’ ~ This cross section
. ‘involves the porosity 1ogs uvailable on several of these wells|
The 1ower part of the cross section is 1

also a structure section and shows the total ‘Abo Sand.: |

From this cross seation it's obvious

% t:’e BB

| that it's dafflcult to correlate individual sands and to pre-“
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dict the actual occurrence of individual sand, From our work,~
I believe that thls location will encounter approximately 40

feet of Abo Sand.

“production figﬁtes at the bottom of this -- this line of sectioh

‘open flow of 3.2 million and its cumulative flow for two months|

i 15 b I :
‘was 8.8 million for a daily average of 148 Mcf.
reserves for an averd@e ABo well to bevsomewhatkless than 300
;Exhibits'Six andiSeVén have you formed an‘opfﬁion‘as to the
to“be pooled?

,nenaltv for the risk involved in drilling this well?

‘be reasonable considering drilling hazards and economic risk

12

T also call your attention to the
and call particular attention to the Fred Poole Well, which
is the second from the right. It had a calculated absolute
And cur reservoir engineering department
has studied numerous wells in the region and believes the
million. ~So‘£here Is an economic risfﬂthatiﬁhesefwélls‘may
not p&Y‘but.
; Q ‘ ‘Mr, Mason, based on your revieW'éfhydnr

risk that xoudrecommand.the‘COmmiséiOn impose upon this interest.

A Yes, sir, I have.

Q In your opinion what would be a reasonabﬁe, ‘?

A l'<' 200 percent after payout would, I think,

involved in thie venture.
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“questions. ’ ’
| MR. STAMETS: These exhibits will be
admitted. .

He may be excused.

i3
0 :‘ ’In your opiﬁioﬁ,tni. M@Qon. wOﬁid ﬁhe :
granting of thia application be in fhe interest of conserv@tio%‘
éﬁe prevehtion of waste, and the protection of correlative
rights? |
A Yes, sir, I think it would.
MR, DICK#RSON: Mr. Examiner, I move the

admission of Exhibits $ix and Seven, .and we have no further

. Are Eﬁere any questions of the witness?

Ah}thing further in this case?

The case will be taken under advisement.

(Hearing concluded.)

TR
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SALLY W. BOYD, C.S.R.

Ri. ) Box 193-8
Santa Fe, New Mexico 87501

Phone (305) 455-7409
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Page 24—
CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that

S

the foregoing Transcript of Hearing before the 0il Conseérva-

tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, prepared

'by me to the best of my ability.

going is

a complete record of the proceedings in
the Examiner hearing of Case No. »

aeard by me on__ 19 .

| do hereoy certiiy fhai the fore

, Examline,

~ Oil Conservation Divlsgon
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The person ‘to be poo1ed ‘under
T5S-R2AE
Sec. 23: SYNE%, SEY
Sec. 26: NLNEY

is JOHN;NILLIAﬂiNOOD

Chicago 4, Ill1nows
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February 2, 1981

FROM:  BILL McCAW

RE. INFORMATION ON JOHN WILLIAM WOOoD
(r-5-S, R-24-E, Scction 23' SE/4, s/2 ‘NE/4
Section 26: N/2 NE/4)’

). Deed dated 11/15/50 Book 146‘ page 469, from A. E. Butterfxeld
and Gladys L. Butterfield, his wife, to John W1111am Wood of

209 ‘S. Lasalle street, Chicago 4, of Cook County, State of
Illinois, conveyxng a 1/16th 1nterest

2. Aas of 11/°/80 there is no Death Certlfrcate in State of Illinois.

3. A.E. Bﬁtterfleld is deceased. I acqurred ‘an 0il & Gas Lease
from GladYa L. Butterfield, a widow, of Tuscén, Arizona, for her

1/16th 1nterest

4. Gladye"L.“Eﬁtterfield”did‘not know John William Wood.

5. 1 have contacted through telephone 1nformatlon, all of the
‘Wood!s in the Chlcago area and e ‘not f‘und ‘any that were,
related to or that know John William wOod 1 contacted numerous
law firms that dre in the bulldlng that John William Wood was ‘in
at 209 5. LaSalle street “and they had not ‘ever heard of John
WLlllam ‘Wood. It is a large bulldxng. I also contacted ‘the
-Managers of the building and they did not  xremember a John ‘William
Wood and ‘do not keep recoxds of théir past tenants due to the

size of the building.

B ST T JU P e - )

Mr. Butterfield was an attorney I felt that Jo n- Wllllam Wood
could possibly be an: attorney and there were numerous attorney's
located in that burldlng ‘I wrote the Attorney Reglstratlon

Commission of 'I1lirois. As of July 21, 1980, the records indi-
cafed that John William Wood is not admitted to practice in the

State of Illinois.

i it
o
.

‘He

7. Mr. Butterfzeld‘s brother lrves in Mt Pleasant Mi
_did'not ‘Know John' William Wood or any of Mr. Butterfzeld'
bus;neSS assocxates. Mr. Butterfield lived in 01ney, Il]ln0¢$
. at one’ ‘time. ‘T contacted Greag Benford ‘an- abstracter AintME,
'Pleasant chhlgan. He drd remember ‘Mr. Butterfreld. ‘He' checked

the records ‘in ‘Elat: county 'to ‘see if Butterfxeld or wOod‘had

‘given any ueeua‘o: locases’in ERAL rnuntv and ‘foung nothzng

8. I also talked toan’ attorney in Mt. Pleasant, Mrchlgan that knew
Mr. Butterfield; however, ‘he knew no other busxness assocxates.

9. Ralph Gexor, in Tuscon, Arizona, was once Mr.‘Buttererld's

client, and he did pot know any of Mr. Butterfield's associates.

.

: | ' JULY 2, 1981

) o
. N
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RET' RN'R “CEIPT

MMQ?,19M REQUESTED

Mr, John N1111am WOOd
209, South la Salle Strcet
Chlcago 4, I1inois 60604

Re: waﬁship's Sou{h"Rah‘eiéd East, NMPM
i “SULNEL:, Sh

hl N EL

Chaves County, New lexico

‘Dear Mr. WOod

1-am wr1t7n ~1n’regard to ‘your m1nera1 )nterest under the’ cap—
tiohed acreage. Our records show that you own'a 1/16 interést
in th1s area.

We\wou1d be 1nterested1n1easrng this acreage“from you.

P]ease call or write me at the above address so we may d:scuss

terms.
Thank you.

Very truly yours,

'VVRanq 6. Patterson
Lan Department
S M s

il By: Janet Moreau
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CDATE: July 1, 1981

FROM: “Janet Moreau

In addf%fdﬁftbifhe°searéh instigated by William J. McCaw I also found:

1. ‘Informat1on Center of Chlcago L1brary could not find any current
’ u ed address for Mr. lWood. -The last c1ty directory made
for Chicago was in 1929.

2. - No death cert1f1cates from States ‘of Ind1ana, Ca1ff’
© or:Arizora (Sent to last three in hopes that he retired there)
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1 OPERATING AGREEMENT . : .
2 ) .
3 'l‘!HH AGRE l..\ll N'I‘ ontered mln Dy inid” betwd on | YATES 'P! l'ROl.) UM CORPOI"I\'I‘ION, a. ..
4 _New Mexico, vmporat\on, ?Q_{ -_S_,‘_4Ll)’.)LL(*OL,‘I\l tes 1.:, M lwu-m.tftvr desipnated dnd
T8 referred to as ()pm.mn ) .md the -||-n.;lm\ party or paviies ulhn than Opn.nm, somotimes horéinaftor
6 roferred to individually hevein as “Non-Operitor ™, and colleetively as “Nan- -Oporatois”, :
7 ‘ ‘ ) SEETE AR
8 \\'l'r‘.\'l-:ssx-:'ru:,
9 ~ R
10 : WllehAH the ]).IHIC\ to (his agrecment’ Wi owiniers of “oil and ;'ax lvmcs .md oroil aivd pas in-

A1 7 terests in“theland uh-nufwd in l-‘\hlbn “A™ and thc p.nlu-s her Nn have u‘ndwd .m .u:xccnn‘nl 1o cxplow
12 and develop these leases and or oil ‘and gas inlorests’ for the p\oduchon of i) and pas o the extentand

13 as hercinafter pxovldcd

14 :
15~ NOW, THEREFORE, it is agreed as follows:
16 ' e
‘17 ; ‘ mmc E ] -
18 ‘ DEFINIT \b
19 . :
20 . As uscd in lhls aglccmcnl thc following words .md lel ms <h.|1| have the meanings honcuwnbcd R
23 16 thehit C e :
22 “A."The term "ml and pas” <h.xll:mean oﬂ {.‘.ds. avsmg,head gax gas condom.nlc, and a]l uthc llquld i
‘23 or’ gmcous h\'dxocmbons and. other: ‘marketable” su stances producod 11101 cwith; ‘unless an intont” 1o
24  limit the' inelusivencss of this tetin is c.pocnfual]\ ﬂtatcd .
25 B. The terms “oil” and gas lease”, “lease™ and © ‘Jeasehold” xha]l moan lhe oil and gas "lé'isc‘s" ¢ov- ;
26 eling h:u.ts of ]and Iying \vnhm the (‘onlla t Alca which “are owned b} the parties 1o {his agreciment, :
27 C Thc térm onl and ‘gas interests” s A1) mcan unlcased Tée and: ‘mincral interests in- hacls of it
28 land lying ;\vnthm thc Conlracl Atea’ ; sned by par tlcs 16 this ag,lccmcm
20  D.The lerm “Contitiet “Arca” shall ‘mean ‘A1 of the lands, oil and ;.as Jeasehiold intérests and ‘il
30 and’ gas in ts mlondcd to be” developed and ‘opt d‘l‘o~'oxl and pas pur poses undex‘lhn\ m.wemcnl
731 buch lunds ’ml and gas lcasehold mielcsls and. oi fas feiosts aré descnbod in F\hxbn AN
32 E. The texm "dn)lmg unit” shall jiiean“ilic area | efl foi‘the Aiilling of one W ell by order or rule ; v
33 “of an\' state or fedcml body’ havi 1g authérity. "If o dr xllm' umt isnot f:\cd by any sueh rideor ordcr,
34  a dulh‘n t"<h'\]l be ‘the” dnllmg,'umt as oslabhshcd "By ‘ihe paticrn of diilling in“the Conh.u.t Arca =
35  or as fixéd by c\:prcss agréenient of the Du)lm" Parties. : ‘ s
-36 F. The {ermn “drillsit¢” shall mean the oil and gas leasc or ihloi"csl on which a proposed weil is to
37 be located. . ' : l
38 “G.Thd; térms “Dr 1limg Pal ty" and “Consontmg Pmlv" sha]l Fean a party w ho' tgices 1o join in ]
39 and: pay “its shmc oi ‘the cost of any operahon ‘co ducted undel the pxo\rmons “of “this agreement. : i‘
i40 H. The terms “Non D ,llmg Pant)" ‘and “Non- Consontmg Parly" shall mcan “a“parly who elects ‘§’ ’
41 - not lc. p:uhuf)a(e in a ploposed operd ioh. ;
42 ; : . . :
43 UnIcSS 1he con!cxl otheanse clc'\r]y mdlcatcs words used m the - smgu]ax leudc ‘the ptural thc
44 pluxa) incliides” the “singular, and lhe neuter gender mclude> thc masculine and the feminine. -
45 : § V; o
46 . T ART‘x"c‘L‘r i,
047 e e “EXIIBITS i
48 o | e . ;
49 ’I‘hef f‘low.ng exhibits, as mdxcatod below and attuched heiolo; are incorporated in and made a i ,
50 H e o e . . ‘ ‘ - o
51 B AL Exhibit “A”, shall ‘i'neii'i"dé‘*"i'ixo fellowing intormations v SN P
52 ~(l) Idcnhf!callon of “lands subjeet to nglccment ) ’ -
53 5 (2)'Rcstnclxons it any, l:s to! dcf)lhs or fmmmons,
- 54 3) Pe 10s o1 hachon. I in c' sts"of p.u lms 1o tlm uuccment
585 gas Jeases’ and/or ‘oil :
56 3 ¢ dresses of pmt:cq for notice’ puxposcm ‘
. 57 OB LBy “Form of Leuse, o
58 N CE ‘mr Procedure.
59 ¥ D) i
60 K. L\hlbll “12" Gas mcnt ¥
: 61 X T‘.‘vll‘"(lllblt S Non'- Dlsu‘m 1 .md Cutlmmtwn of ‘Non-Segrejated Facililics.
s 62 :
g3, = If’_aﬁy’pf fon el fany exhibit, exéept L\lnlnl D DI mumslstvnt will :'m'o'vi“siio‘n containcd ‘
i ‘ G614 in ll}(! hody of ‘this agireement, thie provisions in {1ii Vindy of this nm‘(-unu-nt” shitll prevail, 7 :
+00
67
§ 68
00
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1

2

3 ; v X -

4 A0 Ol nind Gas Tnferests:

5

6 M any party owns an undeased oil and m\ intorest in the Conh.w( Aroa. that “interest  shall - be
7. treated for the purpose of this dgréemeit and dmim: the (OFRY HoTreof as if it wéro a leased dnforest
8 undcr ilw forin of oil and pas lease atlached ns Exhilnt "B" As to such rnlm(-s( ihe owner shall re-

9 ccive royally on prmluctmu as' preserited in the form of oit’and gus lease ttt.nchcd hurclo as Exhibit
10 “B"™. Such party shall, however, be subject 1o all of the provisions of thls .u.lcomcm lelnllm, to lissovs,

11 - to the extent that it owns The lessee inferest. . E
12 .

13 B. Infevest of I' irfics in Cosls and Piaduction:

4

15 Exhibit “A" lists all of the parties and’ their tcepoch\o porccnhge or fracllonal infercsts under {his
16 a;,rcum‘"nl Unlcw chnn;zed b\ oihon plovmons. all cnxt\ and ll:\blh\lt."< mcuncd in‘"o'pcmhom under
19 '

18 are sho“n i B\hlbll “A". Al produc-

i9 ~tion of oil .md fas from the Commcl AIC'l SUbJ(‘Cl to lho pa
20 beawn bras-thredesirtebanitainiy - shall also be Jowned by The partjes in ﬂw fame manner (humg the  1érm

ey O

21 “hereof: pro\ ided, hmw\on. this shall not be déemed an - asmgnmonl or crosi ass)gnmont of 'interests cov-
22 ‘ercd hereby. , .

24 7 " ARTIC;‘,E iv.
25 ‘ TITLES

27 A.. il Ex’aminatidh: , )

29 Tnllc O\ammahon shall ‘be made on ‘the: drms:tc of any pxopo:cd wely pnor to commcncement of
30 drmmg opmallom or, if the: Dulhng Piities s6 requost title c\ammahox chal] ‘b made on"the Jeases
31 “and Jor. "}1 and”gas interesis included. or ‘plannéd to be included. ih the dnl]mg unit around uch well.
32 “The' opuuon will: mcludo the onnemhlp of“the wokag interest:” mmc:als rovalty, over rldmg x'ovally
33 and ploduchon payrients under the' app!xcable leascs At thc'umc a well is" pr oposed. “each’ party” cm--
- 34 !ubulmg lcnses and’or oil and gas interests to the drmsllc or to be included in 5uch dnnmg umt shall
35 furmsh to Opcrator all abstraets (mcludnh’g P‘cdclal Loase’ Slatus chorts) title” opmi&h‘&, lme bapers
36 and éumtwe nizterial in its possession ‘free of charge. AH sueh nformation not 'in the poss'msxon of or
- 37 made avallablc fo Opox«tor by the pamcs but neocmmy for the exammat:on of title, shal) be oblained
38 by Operator Operator Hall cause mle to ‘bo: c\ammed b) a omcys o its staff or by oulsnde atlornoys
39 Copws of ‘al): {if}e opin s‘ﬁha)] be f d to each p'n ty hereto. The co‘:t incurred’ by Operator in

40 ‘ﬂus title pi‘ogxam <hall be borne as’ follows-‘

E 41 ‘ - . . y n & .
_'43:_-—* : n.u..... TN W E YT RO PRI I TS n,m A NIRRT T VAIR T '.1 IR \STHTS PREPA T .mmjm._J‘
‘v H ~
43 prehmmary. supplcmemal “shut= in""gas’ royully - opmmns .mr' discieiory uxuu mlc ommons) sfqul bu a
44 )).Art of the 'ldmnnclmtv\ Lrlaesp e TS T SVTdCa in Exhibit “C." and shall not bo a dircet charge, whether
d: M !.‘_(\‘-'1 [Py llf" told o s PR WY .'ul L des satiasticus .

Efi4 ettty te iy o

dt.l.b and fu:s pulu UU\Sid\. ..mc.ncy:;

arge for serviees rendered bymtx staff’ 1ttorneys or othc: pcrqonncl o 1ho
52 pcrfonmam.e ‘of ‘the above funchons :

.64 Fa

65 required in conn
rcsponsxblc for:
conducl ol‘ h'

!m\"' !u::hlei “A”,'ﬂn' Yy bb-

..1’ .".‘r.: iyt

67 {

i) 6 i - ,nm' oilind gy I(-.u.us el inlvl arig, und

64 sor interes l is“affocted” hy the fitle f.tihn(. shall bear wone.
S0 Procover h'mn Operidor or the other parties uny development

-2_ . ’ ‘

"enl of lec\m s: 10\'all|cs Whiehtsidldion

S . 3 Y AR i T e
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JRVIR.

T S A
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11 receive the pr occeds attributable to the in

38
-39

R RTOL d hritain| Vipisirb et S, B s

44 ifrom any wells thoreafter dn‘lcd)
45 g(o the Jost inteérest on an’ acneagc bas; ‘up lo the a

53 abové ‘shan not’ be’ consxdexcd hxlure of fitle but shal

50

6)

W6 fo the olhioi” l’i i
67 nepligence or willful Wise
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aid, buts \le C xh.«ll b na nunwln\' Imhllll\' on. its

oy npu.nlhw LUt wlmh n iy have llwwlofmv

TP 10 e other Paities hedets
suth e failwe: and ;

AD) There shall be no refrouctive  adjustmént of cxpenges incuired or
operation” of e interest which has been Tust, but the interests of the pirctics shall be 10\'|-vd on W iere-
'm,o Biisiy, us of the lime it is determined fing ||lv that’title fuilure has owun ed, so hat the interest of
the party whose ) Jease or interestis affected bv the hllv fiilure w i Mhercafter be reduced in‘the Contiact

“rovonues recéived ‘frém !h('

Arca by the amount of the interest lost; and
“te) 17 hwann e inlerest of the other p’nlw\ Iwmto inany pmducmg \\('lk (howtofow duncd

on thc Contract Area’i is mcu‘nwd by reason of the title faiilure, the ‘party -whose hllo as failed shall
"‘émmc in quch mlmcsts (less” costs and - b\ndcns altnbul:\blc

L .
O WO D A W

12 nmwio) until it has been reimbursed for \m) ccov ered costs p.nd by it in conmcnon with stich well;

13 “and v : 3
14 (d) Shuuld any person not a purly tu this :\L.rocmonl. Ww lm is dm(-nmnod to be the: owncr of any in-

15 tmcqt in the’ !llh‘ which has failed; pa\'in any ‘manner any p.nl of he cost of aperation, dcvclopmonl
16 or cqmpmcm such’ amount shall be paid to the parl} or p.nhcs who bore the costs which are so vefund-

17 ed; and

‘18 (c) An) liabi l;l" to accounl to a thnd p.(rty ‘for pum pzoduclwn uf oxl :md g.xe whrch an«'s by
18

20 : )
.2 ‘_ (f) ‘No dunge shall b’ made 1 hye Jomt :zccount rox lc;,nl e\poncox fec:. or \.1['11:09 int connecuon

22 withe Ihc defon\c- of g inlerést claimed by dny pml)" Moreto, it being UKo intontion ‘of 1hc ‘parlics

. 23 hereto thal cach shall defena fitle toits inferest and bear 1]1 c-\pcnscs in connection therewith.

24

25 2. 'Loss by Non-Pav ment or Enoncom Pa\ wient of Amoum Duc: 1f, through n’\ic’l'\};é'or oversight,
"26 . any renlal, shut <in \\cll payment; ‘mihimun, royaliy or BYA ﬂty‘p'nmcnt 1s “nol pmd or’is erroncously
27 paid, and as a lcwuu a )oase or mlcxesf-thoxcm tcxmnmtl:\ 1hon_ cha)) bc no mono!m\' 'mblhty aqamst
28

29

30  ure lo makc 'pmpcn p'xyment whlch acqunsmon \nll ot be sub oot to AY txc]c V]ll B lhc-mtolests of

‘31 the pames ‘shall- be:feviscd on an acreage basis, offecm as of lhe ‘datée Of Iexmm’xt:on of the }easc in-

"

: 32 ,vol\'cd and’ the pm-ly who' failed to make mopox pa; meiit will io fongor be cxcdtlcd wnh an mtcxcqt in
33 the Conhac( “Area on 'lccotmt ‘of ownershrp of the ]ease or mtcrcst \vh |

34
a5 the loss from the pxocceds of thc salé of 011 and gas attubu

able 1o the lost” mioxest calculated on ah

-36 acreage basns for the’ development and opcxa!mg costs  therétofore paid on: account-of’ stieh interest; it

37 kshaH be rcnmburqed Ior umccov "‘ed’ actu*xl cosls thenetoroxc p'ud b\' lt (but not fox its ‘share of lhe

40 -
41 |
42 - ke L ¥ ‘ftel accxucd attnbutable to thc 1"'
43 S :

Which, m;’the absenco of such loase 1mmm'mon ”would Pe allr :b\llable‘
: it el umocovexcd costs, ‘the ;>1occeds of smd
46 portion of thc oil and gas to be conmbu(cd by the other paz'txcs in proporhan to. their’ xcspcc.lx\'(. in:
47 terests; and
48 (¢} Any monics, up to: the amount of unrccovered ‘osts, that may bc pald by any party who is, or
49 . bccomes, llxe owier of ‘the” mtcxcst lost, for the privilege of parucxpa(mg in the Contract Area or be-
50 comnu, a pariv to {his ag,lec-menl '

51 ; :
52 3‘ Other Other Losses; All lowes ineurred, other lhzm “those bet forth’ m Artxclos 1V.B1. and "IV:B.2.
‘bc joint: losses and shall be bome by all’ palt:cb

,\uslmonl of mtcrcsls in‘the xcm.unmg porlxon of

..

54 in pr iion 1o their interdsts. Thicre shall 'be no're

85 the Contract Arca, - o

56 . ) ,

57 SERNTIVEN I o ARTICLE V. , £

58 : ' OPERATOR : : o

60 A. DESIGNATION' AND RESPONSIBILIFIES  OF OPimATOR: o ; o
YATES PETROLEUM coaponwrxon, 207 South 4th ..»tr' et, Artcsm, NM 88210 q‘w;‘-‘-,,h 4(:.'0

62 e ekl b ea i apemes

et Al( a,
ney mmod an

63 Opcmlon of |ho Cr'
61 SANE T Contriet AN
65 duct all such P

unduct.

08 ’ ; ) ‘ ‘ — “ P
70 . ' '“:::', *':'Pi‘".‘.". {

-~
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Y

i3 Kesipnation” ar Kéwmoval Tof Operator and Selection of  Siierosior .

1

2 .

3 1. “i‘\h'“ul"ﬂn o Removal of_Operator: Operatar m.w vosipm ot any me hy piving wiifien nofice

4 thereol o Nnn-()p«-x.nms It ()|w|.|lm terminates ST IepEal existence, no lonjier owns an intorest in the

6 Confiact Area, or is no longer capiable of serving as OQperator; it shall cense to be Opotator without any

6 netion by Non-Operator, exeept the selection of o suvcessor. Opurator may  be rentoved Cif it fails or

7 refuses o carry out ‘s dulics lwu‘nndm. or becomes mml\'unl bankrupt or is placed in reccivership,

8 bv llmaﬂun\'m\*c vole of two (2) ‘or ‘more Non- Opm.dola. awhing o majority” interest based on owner-

9 - ship as shown on Exhibit A", and noton the numlm of parties mmnmmp after oxcludln;. the voling
10 inlmc\( “of Operitor.” Such’ resipw dion or yemoval shall not. become cffocu\'c until 7:00 o'clock ~AML "
|} ‘ou (hc l'n\t day of tlie .\1011(!:\1"11\0:11!1 follo\vmr “the (-\pxr'mon uf nnwly‘(‘.’lO) da\\ after the piving of

12 K g,nlmn by Opcr'ttou or acfion’ by the Non- Omralom {o rémove Opcl ator; unless a successor
13 “nm has bccn selected and n\\“mw. the dutices ol‘ Opcerator, n! “an earlier date. Cperator, after offoct- ’
14 jve datd of |o<lgn.|non or lcmov'il‘ hall be bound b\' the lcl ms hercdof as a ‘Non- 0pu1atm A chnnyu of
15 - a coupomle name or >truclulc of: ijmlon or hnmrcr of "Oper alm 8 mlom\l {o any smgle stbsidiary,
16 parent or «uccm:m cm pmalmn shall not be the basis for: removil nffODoratm

; 7 . .

! a8 o2 Sc-lcchon of Succoscor “Overita ’Upon tho 105|gnallon or lemov:f 'f: Opm ator, 2 succo«ox Op-
19 el ato; shall L.c sclcclcd by the l’m(u.!:- 'lhc SUCCOSSOT Oporalor 'zh.\ll bLe selected fmm»ihc p'uucm ownmg
20 'an"“itb’rbst‘"i: hc "Contract ‘Area at the’ time such suceessor Opemloi is ﬂelcctcd Tf the ‘Operalor that .
21 is removcd fails to vote or ‘votes only Lo succeed uwlf the successor Oper ator :h'\l! be selccled by the i
22 al'fnnmh\'c \olc of two - (2)7or" [ p'uhes owmnr: a mq)onl\- intares( basedon’ mxncmh:p as’ c}m\vn 5
23 on Exhibit \", afd not on the wamber of parlics Femaining after” excluding the \ohng’mtcxcsl of the 5
; 24 Operator thal was removed. t :
25 :
- 26 C. Employees: :
27 e |
; 28 'I‘he number of emplovces used by Opemlor m conductmg cpcrahons hcxcundcx their seléction.
x 29 - and tlhe howr's of labor and’ lhe componsation for services performed, shall” be ucinmmed by Opcm{or .
i 30 and ‘all such employecs “shall beé the employees of Operator. - Tk
a1 i : :
32 D. Drilling Contracts: :
! 34 ‘All wells ‘diiliéd on the Contrdct Area shall be drilled on a “competitive conhact baels at the ucual
*;‘ 35 rates ,Jle\f‘uhn“ jiv {he area: If it so dcsues Opmatm may cmploy “its“own’ tools and eqmpmcnt in the
i 36 dnl]mg of wells, but/:ts charges thercfor shal\ not exceed the ‘prev ulmg lates ih ‘the area and the rale )
§ 37 - of such chiarges shall be agrced upon- By the parhcs ‘i’n writing’ bcfoxc thllhng opex atlom are com— o
‘ § ~38 menced dl)d such-work shall be. per[ormcd by Opcxa' undcr ‘the same lerms. 4and cond jons’ as arc
3 39 customary and usual’ m {he avea'in contracts ‘of mdcpeﬁdcnl contractors who are doing work of aisim-
: 3 40 . ilar ‘nature. - - . : . y
4 42 ‘ o ARTICLE
5 43° ' - DRILLINIG AND DE VELO[’\!L\!T *
H 44 ' :
45 A nmnl Wen
46 . - . . el S - :ﬂ;‘ R ;\;VV ) B . . ‘-:' iy . ; ‘
: 47 On or before the_____S_t_ day of October , 1081, Opera‘for shall cominerice the diill-’ }
o 48 >mg of a well-for oil and gas at the followmg locatlon. : T ORI : ;
5 49 . . ; .
50 ; ownsh1p 5 South Range ‘24 East, N M P M : o IR
51 ‘ s Sectlcn 26:  NE% - i
52 . ,
63 -and shall’ thereafter conlmuc ‘the drilling of the well with duc dll;g,once to adequately test the Abo
54 formdt1 on. . ' A
55
57 . - s S
58 ;unlosx prunite or olhor prnchmny nnp(-nchable sub:(.mce"‘or condmon Yin the Wole, which® idndéi'q . ;
: '_59 fu 'l‘h(-r dnl)mg nnpl.nctw:l i3 oncounl(-rod at a lesser dej b or vnless all parties agrec 1o compk qo or ‘ ;
i ~ 60 abandoen the well at a Jusser dcpll\. ' . ' :
62 Ope Ftor sh.nll ‘make reasonuble “fests Tof all formatio )
' ‘03 dieation of con(.unnm il and gas i qu.mmws snfficiont lo 10.~.l uulum (lw lj'l('( Asieht slmllvl' : 5
; 61 in its apPlication’ (o a ppecific favmntion or for '()pm ator ‘shall be réequired: to
: 66 Aegt only e fm"m.uinn or knm.mfms to whlch lhi~ FRCRN o S
! 67 rr in Opu (lm 5 Jurly:mont, th(- wu)l wlll ot pmduw ml (;i"j‘f'li: m‘ | mum.. nhrl |l Wit .lw# :
£ G o p!nu nml abindon the well as w dry” hole, BRI fivsl seaure, the conseiit” of ..13 ¥ u%ic::':mvl alintl
H 60 plug ind abundoh snime ns piovidcd FOAAIEe VI, hicraof, Y 1 i {
H Sy . o o e ! -
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B, Subisoyiicat Ojievaticn E L : ,

~at the: joint expense of all p.n(w\ o

“thir (32 (30)

‘of 1he parties” appxovmg suich operation, atid (b) ils: rccommondaho

~})ropo$mg pmty of its dcs:rc (o (a) hmlt p'uhclpahon 1o such p'n'ty‘s

k .

‘Upon conim(-ncumcnt of opc nt:on'; for the dnlhn;_,, xcwox kinp,'
woll by Comomm rParties in ncwxd.mce “x(h lhe pr owsxonx of .this Atticie; ‘eachy Non Conscn(mg Partyr

shal] be decmed o havc mhnq\ushcd to Conscnlmg, Pitios, and {ihie Consenting Partics’ shall owh and.

_;Cmm
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Llapdanl

1. l’mpmml Operations: Should any party herelo desire to il any well on the Contradt Area

other thin the w ol prov ided for in Articles V1 A oy o rework, deepen oF phig back a dry hote: dritled
nowel jointy owned by all the parties and nol theén producing
in paying quimtitios, - the parly desiringg o deill, revwork, deepen or plug back such g well shall give the
nthcr partios written’ nulwo of the proposed operation, .\ncur\m;, the work (o be mnfm‘mvd the loca-
tion, propescd (!vpih. objuectivie fonn.mon and the ~~nm.su~d cost of (e operation. The pnlipsxcvm\'—
ing such . a rnlwe'\h.nll hitve (hirty (309 davs after mcmpt of lho riolice within wWhich to notify the

'pmhm \\-nhm;. to do the work whether they elect to pnhup‘dc in the cost ‘of  the preposed opcration.

If'a (lnlhn;. vig is on Im"ahon. notice uf ])lopn\.\l to; 10\\0|k plug back 01 drill” deeper ‘may be gwcn

lb,\' telephone and  the” n-qmnwo period sha)i )w )nm(v(l to Imh-m;:hl (48) hot s, exchusive of S'mudm

Sunday :(‘ai"leg'al holidavs. Faildre of a parly’ Feediving such fotice (o ncpl\' within the period above fixed
shall constituts ant olochun b\' that party hot to pmhmp.llu in the cost of 1he pr opuscd opor.mon Any

not:cp ‘or response gn en by telephone shiult be promptly confirméd in writing.

""hoq If any party fé'cb “’mp such notice as provided in Alhcle

2 OLcrammﬁ by ﬂc‘ksﬂﬁﬁ'm'_l\ll
VIB.. or VIEI. olcds not’ ‘o -pirtic
the' bcncﬁh of “this: article, 1hw p\n\\"‘ or- parties giving the nollce and” :uch other p(nhcx\ as ‘shatl’ olect
fo pammmtc ‘i the npemhon shall,” williin siNty {60) ‘days ar(or the C\pnatmn of the notice pox iod” faf
‘ I” as pmmpll\' as” possible .1flc1 the (~\pxmuon of the fm(y-mghi (48) hour permd
whete ‘the dnnmv Tig is on loc-zhon. as the ‘&ase may - be) ncluallv cortmence work on the pxoposod
operation and® complctc it with dud diligence: Opcn ‘aloy qhdn porfotm aly \\or}\ for the account” ‘of “the
Cons(-ntmpr Pmt:cq provxded Towever, if Wo du}lmgf rig or othér cqmpmcnl is on location. and if Op~
crator is ‘a Non- .Cons ﬂm;, Parly. the (on<onhn" Partics shall cither: (a) |cquoﬂl Operator to perfox m
the wonl\ :oqun'ed bv suelh pnopoxod opmalxon foir the accotint’ of the Comcn(mg P.ulles. or (b) dostg-
nate one (i) 0“(he Consenling Parties as Opcxatox to perform ‘Such” work. Consenling’ I’ames, whén
conduclmg opemlmns ‘on“the Con(racl Avea’ pmsuan( to this Arhc]e VI.B.2., shall ¢omply with all terms

and condmonb or this' agredmaoent. . e

N If less lh'm an pmhcc appxove “any plOpOSC’d opc-ranon the pxoposxm, pariy,’ nnmcdnlcly ailer 1he
explratxon of the apphc:\bte notice ‘period. shall advise ié Cons ¢ Pm(lcs of (a) the total’ mtere~.t
s 16 W hc!hex the (,onscntmg Par-
llcs should procced with the operation as ploposed Each Conscnung Party, within® for{vicight (48)
"s“(ovc)uswe of Satur day, Sunda)j or “légal-holidays) alfier recci frsuch fiotice, shall advise the
interest as shown on Exhibit “AY;

or (b) ¢arry its’ plopo:hon.nc part of Non- Consommg thes interest.. The ploposmg pirty,; at - its

hou

, elochon may withdraw such ‘propaosal if fhere is msul‘ﬂcxent pmincnpatlon and ‘shall’ plomptly notn’y‘

all pariies of such’ decision.

Thc cmnc ¢ost and nsk of conduchng buc}‘ opcxahons cha)l be bo e by thc Consc-nhng Pmues in

“the propox(mns the\- have elected to bear same undu the tonm of 1he pxecedmg“paragraph Ccmscmmv'
"Parhes shan kecp the )c’mchold cstates mvolw.d m Qucn opcmhom frec and c)ear of. ﬂll llens and

—un\;

(14 uccpcuu Ao yu bb\.\

dcepcmng or plu{,;,mg back of any suﬂh

bc enhl)od 10" xec.mvc, m pmpoﬂlon {o thcu xcq)octz\'c mtc-roelq, all of such Non Consemmg Pauvs

IH\'

l{lAC‘S I‘O

- :mks ‘g .u.n(m\,»
l’.nl\"x shate of tiwe
Sieh- s;\wh Nnn-

h'mlv:., plnmmu- omnpnwnl .n‘\( ;mm; 0, p]u‘ 10

cost af opcx'.dion nf the wvll Lmnm(u(xm’ \-nlh rm.t’
B u-)mqu 5
e el Nnn Consthting: 1)
wanli hfwu‘ Doy Ll;.uumblo‘ 107 ofieh Non=Congiyihig, l’.nlv h.zd )l p.uhnp.llul nthe well® rmm uw hive

ginting of the ope -”:‘i(id‘f{;‘_ and o o

+ g
LI o

4 e

(b)..: ?00 2% of (hal poitinn of lln- conts’ nml‘oy|»v|r~.us uf (Ilillim' mwm!'im “dive
baek, testing :uul completing, HHed deducling mny “eash comDridtitons Yeeelved nnder Article VILC., and

-l

ipate’in ‘the proposed op(‘ ration, then, in order to bL entitled lo

thioe uf sueh cn\(\ '-nrl (qmpmunl wnll ho tlml ini@ ?sl \"hm\“‘

p(-nin(., or mu; ;-nw :

¢

e 1 i
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'conn.xclod for sale of its gas at the ' time such pas isiav

.'sha)l use mdnslny acccpled methods such as, ‘bt not’ Hmifed {o, ‘méter mg or -

_.shall be ‘er dited against “the 'tot
in dctcl mining when lhe mteresl of such Non= Consemmg Party ehall ‘revort o1t ‘as above provided,;

GO RIGM To Pake Produetion I Klivdi™

: |l iil |lu' \\'oll (ln .u\d hwhuhnr (Iu.- \ull-
had p.nllu«

300 %o or that: portion:of . lhv»cml of newly. ncqunod} quip
head connections),’ which would have hoen chiargeable (o suth’ Noh- (onsvnmu‘ Tarty it

pated therein,

Gas |)|od|wlum :\t(nbulnblc o any Non - Comcnhm, Paity's u‘hnqmchod futerest upon sueh Parts's
eleistion, shiill e sold o its pmdmcor, if available, under  the lorms “of its existing jas sales cone
tract, Such Non-Cnnwnhnr P.nly shall direet its pmch:iwx to remit the proceeds receivable from
stich ﬁnle diveet to thc Consen hm: ‘Partics until’ the nmounls prnvulod for 'in this Article ‘ar¢ focov-
cred Irom the Non - Comom i Partyy xchnqmeliod interest. 1t such Non - Consenting Party has not
ilable for delivery, or has not made the clee-
\'ndcd above, "the . Consenting . Parties shall own and be entitled to reccive and sell” sich Non-

tion “as’

‘Con:.cntmg Par()j‘ share of "gas-as hcrcnmboxe provided durmg the recoupniont poriod.

During the pcnod of timeé C6) onlmg P'utncs are cnhllcd to rocon'c Non—Comcnhng P'nl) s share
of producl on or lho p:ocoeds thclonom Comcnlmg Parlloq shnll hc- nc':ponc:blc (ou lhc pa) mvnl ot‘

o )
‘back or deopox dnllmg, thc Con<0n!mg I‘mllcs \h'\]l 'wccunt for all sudx eqmpmcnl (o lhe

'ownen thercof, “with each’ pally recéiving ils proportionale” parl”in King orin valug ‘Joss cost of-

salvage.

Within ‘éi‘:”' €60) day after the comp]e(lon of any: Opnra(lon {iivder this Article, thc paxt\ ‘¢oit-

_‘ductmg the’ opel allom for the Comentmg' Patties. shali ‘furnish each Non—Consenhng Party with: an in-

i inont in a d conncctod to the \vcll and anitemized statement of the cost of du!hng,

\cntm)' of the equ

doepemng. plugging’ Back, lestmg;
ihe opmalm i liew ‘of an Jtcmucd statement of such costq of opmauon ‘may <ubm1! a détailed

slatcmcnt or m ﬂhly billings. " Each month' thereaflex dunng the t)me the Conscnlmg Partics are l)olm,i
relmbux <ed as prowded above, the Party condiicling the operations for {he Consontmg Palucs shall fum-‘
- ish the Nén- Conscntmg Parlics wllh an itemized s(aicmcnl of all costs and ]l‘\blhllQS incurred in the

opomtlon of the well, togcthex with a statcment of the quanhty of "oil and gas pxoduced ‘fEom il and Uhe
amounl of procecds realized: from'the salé of the well’s wor king intérest produchon durmg {li¢" preceding
monlh aqn’ de(olmlmng the qum{lﬂaty ‘of oil ‘and: gas produccd‘ dmmg any month Consentmg Partics
i riodic well “{ests. Any
am,ount leahzod from the ‘sale or ‘other dxsposmon of equipmc—nl ncwly acqmr, i conncdxon with am
such' operation wh"h,would have been owned by a Non-Consenting Party had it’ partici
al unreliirned’ costs of the wotk done and of the ‘c-qulpme' t“pur’cﬁascd

and if there is a credil balancc it shall’ be paid té such’ Non-Consenlmg pariy.
1 and whon he ¢ ysen tics ‘recov x flom a Nou Conscnimg P
the amcunts lu or B Non- (‘n

mahcal)y reveért 1o it, and, from and qfter such xevcrsxon such Non Conqentmp Party: sha!l own the same

s m!crcst m such wcn the materml and cqu:pmcnt in or pcr(ammy (hcrcto and lhc producuon thuo-

fro
rew
chargod with 'md ‘shall pay its ‘pmportlonate part of the 'rurlhel coxts or (hc opcrahon of sa:d wcll‘ in
accoxdnnce with the 1crms of " this ‘agreemont” and the' Accounlm;v ‘Procedure; attachcd hcleto

, ndthw‘"lhé" pro’\"iéions'”or“ 'this 'Aft:clé'VI’B'z itiis! agmcd 1at wuhout the mul“’" ;pnvont
of 2l pa:!m “no wells“shall ke comp)etcd in “or’ produced’ {xom ‘4 souree of qupply from which" & well

locmcd clsewhe:e on the Con!mcl m(a is producing, unlcss such wcn conforins to ihe lhcn c\num‘

weoell spacm[' “patters’ fox such souxcc ot supply. SR .

The provmons of gllls Axhc)e n avo no kap Tc.zhﬁn whalﬁocvor "lo ‘the dnllmxv of “the
\w.ll dcscnb_cd in: A‘l hcle Vl A t.->.copt a) ‘whcn Ophon 2. Altule VlI Dl

"l

:s o: lhomaﬂcr slmll

VIA

ma{ |‘>":ﬁ~l'y lifdll”ﬁh‘\ib’ uu-*'in,m'*'w*'t:."im‘an“*um'a or sepis

¢ ‘n .ul in de-
m.ukclm oses pud
aking in kind “or 431).11.1& (ll\])u»

7

vr-lo)nnonl mul pmduvhw np(mlium nml in’ )n(p.nmu nnd
Any ‘extra: expend (e neuvie

titlon by y’
o -0

"complchng. and cqu\ppmg the -well for produchon or, at its ophox)

“Initial
‘has been stlcclod or ()

.H'y of itn pmprnlinn.at:- share of the produe ton sl he borne hysuch purty, Any--

B Y i
5 151 . 5

e s v
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Gt

.69

70

"pm lwul.n

‘sale.

“or obacxve opcmhons and shall 'k

‘m.nl(-nnl and (qm]nn('nt Llctél lmncd in .lccmd.mcc wnh lhc-"

“iment, ((n'etlm with its interest in the |

“ol) pndeps ]v.m- lmnl('(l to thi intc ot m “inte
tion, fur o (érm of Gie yeur and 5§ IR TG aflor s oflaived Zor s I8 producad from thc lnt(nu! or mlm.—_-

party takings ity shive of prodiietion=in. ':'ml \h.ﬁl be required o pay for enly its pmpmlmn.ﬂc ah.ne
L s L POt pay y

of stich part of ()pu.nor‘:\ surfiace’ .uihlw\ which it uses,

sach “party shall exceate sueh: division orders and cdntiaets ws may B ecessary for the sale of* ilq
fom (hv Contract Arvea. and, except as prov ided in '\mdo VILD,, shall be entitled
l:fmm e puwhmm thereof for its share of ..n pmduchou

interestin pmnlmlum
fo recoive payment dive

[

In lhc event by “party <h.||| rm o mnlm the ar r.m;:onu-nh nécessary 1o take in kmd ‘or wpara!ol)
disposeof its bmpmhonnlc sh't ‘¢ of the oit and fas pmduwd fxom the Conh.ut Ar ca, Oporafor \h'\l! h.n\c
the yight, subjcd {0’ thdé revacation a! will hy lhc parly owning it, but not the uhh;,nhon o purch.xse such
0il ‘ond gas or sell it to others at :my lime and’ 17ém lmofio tithe, for ‘the acéount of ‘the non-takiig
p.nl\ at ‘the best-price oblainable i the avea for qdch Profuction’ An\ \uch purchase or sale by Op-
crator shall be subject al\mw to (hé ";ght of the ownox “of “the pl'oductmn to 0\" ‘cise atany hmo its
nght to hkc m kmd “or svp.nau‘l\ dmpmc of :t~ sha c of '|l] oll and s nol prov mux!v doh\crod Io a

mncos. but m uo cvenl fm '1’ jod : m oxcess of onc (l) \\.al No(\\ltlx\lnndnm the
foregoing, Opox ator shall not “iak> a v'dc mcludmg ono “into’ interstate commmce. of any othor party's
shurce of gas productlon withoul first m\'mg such’ otler party thirty (30) days noucc of such intended

Vted to scll 1Es Hhire of gas producod from the"Contract
t at any time while this agrocmun ds In effect t.\Lc the
full ‘shive of gas: “ile Diterest of such parly, then in any such &VehE ‘Lhe
texrus and co‘ {t1ons of ‘the Cas Bnlancing Agrocinent attached” hereto as Exhibit "E and
incorporated hercin shall automatically become eft’eccivc

Arca ‘o a purchascl wh

D. - Access tO‘Con(rgd Arca :md Infar’in:ition:

lo “the Conuact Axea al all le'lqoﬁab]c hmoq ‘gt its sole risk to m=pect

E'xch paxty qha]l hav 'acc

velopmént or oper'mon 1

th and <h'x)l makc av m]ab]c samples ‘of “any cores ‘or cultmgs
of g,athoxmg ‘and furnishing information. to

of stock on hand at lhe first of cach
tal\en from any wcll dnllcd on the" Con(nact Area The co’

'Non~0pe1alm, othier ‘than ‘that qpecmcd abovc, shall be chalgcd o the Nén2 Opontm lhat reguests ‘the

inforiation. - :

E. Abandoﬁiﬁcn: orivéns;

A Abandonmont of Dlv Holc ] I"\ccpl f01 any well dnllod >ursuant lo Allwlc VIBZ‘ any well

'iay Sunday or lcgal hohdays) 'n‘tel |cce1pl ‘of noucc ol‘ thc propoml ‘1o

ent. Al
“at lic cost,

] ; g’ of ‘stich’ \vc-ll ABy
Jocls to the plugunr and ab'mdor ng such well shull havc he: Tight to take ovo 1hc ‘well ‘and conduct
further opcmuom in scarch of onl and Jor’ bas sub;ect to the provisions of Amc]c VLB,

iatc nl‘ ihc value or lho wcll s t:..lv d)lc
ns of L\hxhll e, lessithe’ cmm.clcd
o Jsach "l)lnrlnmm' p.nly shii

(ml ur s.:lv.nmnu .md ‘the cahm.ntcdrcoﬂ ur p)um'm;, und f

[ .ll).nulomm, p.ulv h oar mﬂndo-
Ciind Tde wvr‘lu lho non .||mn(lonm| |).nl
[ (he fornvation “i“lmin.m(ms e

for nmtinn nv rm m.nlmnx lhm

.

ave accessat reasonable titves to infor mation pertaining o the de-
jricliding Operator’s book< and récords 1elalmg ‘thérélo. Operator, upon .
'rcqucs( Sha}l IUrnlslfeach of the 6lher parties with* CO))le of all fonns or répor ls filea with FOVeTii-
menhl agencmq d:ulv drmmg mpoxls well logs, tank tables, da'lv gauge and ‘run llckcls and reports.

ry | holc

éffont bc unablc o contdct am' pa y ‘or should “any" m‘!y"fali to reply wnlhm tor(y—elght (48). hou‘rs ’

(excluswe of S’xt'u‘ phig: ‘and

'rly who ‘ob=

f.d, u, (n mkz b.' .., {6 mumulv. ’

/ or pmtl 15 .m




AARE FORM 610 < MODEL FORM OPERATING AGREEMENT - 1977

H
g

.h lll\ ll‘\l},lulu ..'..‘:‘...
lacated, 'Iho pa\m('nh hs .:m! (h(' .l“l;'llﬂ\(‘l\l‘\ i h-.lws m uu- .uxu:uco-\ ~h it In\ ma
Ahere .lilul\\h-}) of Thoir respective muvnt.u'u\ of nlwlpmnn 0 the Contiact Ared to the ayrégrate of
e prreentayes of participation” in” e Contract _ Area of al) assipnees. Thoere shall be no reud justiment

of SnterosCin the remaining pom'on of the Contract Area,

lli) Dased Gpane

’l‘hclé.iflb r, .nb.mdomur partics shall hn\c no fuxlhcx" rospon\zhﬂm' lnbuht\ or interest m the op-

er’allon of or Pre odnclmn from the wellin the mtcwal or mu‘x\.nls then open ‘other than thé ‘lovnlucs
roquest, Opomtm shall  continue to

D0 A W

10 rel: iined i any IL-:N- made under the terms of this Article. Upon
9] opm HI ﬂw assipgned well for lho Hecount of the non-.-bmdonnm Partics at the? rates ‘charges. con-.
12 cm]xl.n(\d by this .u:wmm-m plu\ any “additional cost and charges which may arise as’ the resull of

13 the separate ownérship ‘of the assignued \\cll

14
15, o ART!CIJ‘ vu
=16 I-‘J\T'I'NDITUIH S AND LIABILITY OF l'ARTllu .
: -17 . .” - : . ) :
: 18 A Lia‘m’iityor r.’«r"ués:
19 :
: ':20 'I‘ho lmbm!\' of ‘the p-nhm <han bo ~=evera)~ not Jemt ox mHo«.tnc Each p:u ty shall be |c~pon<xble .
| 21 - only for its” obhg‘.mon:. ‘and ;h.lll bc lnbl 3 only fm 115 px opm llonnlc shmo ol‘ lho c0sl\ ol dc\'clopnm E i

22 and operating the Contract Aves

s to éreate; nor <ha]l .

] 23 given to séeure ‘only the dobts of oach sover
‘ 24 ~ this .ugl(-omenl be construed as ctcahng, a mmmg Tor othcx pmlnm:lnp or associalién, of ‘to vender lhc
26 pazhcs liable ‘ay’ pmlnou : ’
‘ 26 . - "
; 27 B. Lions and P.’a‘_\im‘bn‘t“1)erﬁh‘i’is:
i 29 Each Non-Opcl alor grants’ to ‘Operator a lien upon its oil and gas x'ii;hh‘inﬂh‘c‘ Contract ‘Area, and a !
3 £

30 - security- mtcrcst inits '§tiareof oxl and ‘or gas \vhcn oxitracted and its mtexcst in"all dquipment. lo-secure
31 paymonl of ils share of” o\punse logclhon with interost orcon . at’ the mlc pxovndcd in the ‘Accouiting
32 pr oecduxc aflached hereto as Exhibit “C”. To the exicént that’ Operator has a secuntv interest under the
33 ‘Uniform Cpmmexclal Code of the Shtc Opemtor shall be’ entitled to exercise “the rxgh!s and xemedxcs p
734 " of aseciired’ par ty’ undon -the Code Thc brmgmg of a’suit -and the obtammg af )udgment by Opcn ator :
35 for the 9ccuxed mdcblcdness shall ‘nof be: deemed an clcctlon of xcmcdxes or - otherwise: ‘affect the lien
36 r:ghts or security’ mtelcst as sccunly for the paymont Aher eof i addxhon, upon default by any Non- :
37 Operaion in the paymcnt of llS shaxe ‘of expenscv()pomtox sha)l havé“the: right, wn(hout prej’dlce to . :

38 otl i ‘or :cmc (‘-x to c Hcct £ og\ {he: as 10 segeds )'”’1 the <q_]lolof i:uch \’m}](:_}l rorator's i
, nayenc
39 s'l’m?‘c (215’6?! m(\z(}a [T\ gas unul 1e 'n'%um owIzpby}lseucF I\on Opcx.llm A)]us )ntcx ¢si has Eyen p.uld %-Elacg Ye ;
i
‘ 40 pmcha\ ¥ shall be entitled (6 Trely upon Opexators wnuen statement concex ning ‘the amoufil” of any dc~
41 fault Ope '1or grants a like llen and ‘security interést o’ the)Non Opexatoxs {0 secure pay ment ‘of Op-
g ©42 erator's ‘Pproportionate share ot cxpense : : - ) : - T
43 : : el i : '
3 44 If any pax ty r*nlg oris unable fo pay “its Share of o c‘,wlthm su\ty (60) )"ays after rendltnon of

¢ clc{or by‘O ator the nq

45 aqlalomen
46. Operatm a\' ‘the unp'ud amount “in 1he pro

2

: 47 terest of a)l such’ parties. Each pai ty 50 pa) ing its’ ﬁharc of the unpaid amount shallh to obtain lennbux se-

a 48 - ment {hercof, be subrogated (o the secunly rights descnbcd in 1he forcgomg pmaglaph ; ‘
¢ 49 _ £ | | o
50 C. Payinduts 'md Accounﬂng ’ . ’ : C

f 52 Except 3 hmoin o!hm \v)se spomhcully prov:ded Opemlor sha)l pxompt)y pay and drschau.e e"penses

t 53 y !

54 chargc cach of ‘the: pnmcq' hcxclo wnlh their respect pr oporhonato shares upox ¥ §

¢ &5 vldod in the Accoun *'Ploccdurc atticlied herc-to as ‘Exhibit vev O;:entor shall keep .'m aca ‘atc i

: 56 !‘CCOId ‘of the joint acc.ount ‘héreunder, qhowmg cxponqee ineurred and chmg,cs and “credits madc and

: 57 received. . . o . H
68 i

59 !

60

Lol ;

062

; 03 ;

~U4
oo ns. ull pay 1o Opo : L
66 um.uo aiid mw:iw is rov mvbd Tehng: pmly f.nl' tn pw ils \h.n'n of Hiid !

! 67 amonnt due. 510 ey hlli'l("l as proviocd® m Slaxhibitr et nnl;l puitk, Pmpm .(mvnl sb’a]l e :

’ 6 made nwnth!y hetweon - adviinces and aetwad cxpo"‘:. o lhu end thateach parly '»h |il buur wnd payifs Y :

00~ proportionate ‘shiv'e of aetua) expenses incurred, ind ‘no more, _ O P T k

i 10 et e b :

55 -8- :

¥
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|1 I.Ilnlﬁﬂiun’ i ’I?:xp('udihu'és:

" nicdiate nollcu to 1he Nan-

'5da\‘\) in whwh 1o t-lcct to pamclpalc in lhv sotting of cusi vy hnd lhu mmplclmn 'ﬂlcmpl
mOs for lhc complclm" Aand” oqmppxm. of quclx

g exccnl in cohncclxon \ulh a \\ell thc dnlhng, rewor kings dc
~ging -back of which hac bden pxc touslv aufhiorized by “or* pulsuant {o" this agreement:’ plowdcd how-:

'»gency to the other’

" Operalor,
~cost|ng in excess of FIFTEEN. 'lll()USAI\D-—— -

kfrom zmy nabmty thercror
ment s subjcct to any ro
‘the afo*c.'::::d zoyauv sich™

'mv.nl(v (hmurh iy
any Ioss which results e suc h non< p.wm(-nt qh.di 56 borie in .wcotdumc with (hiv) plovmons or Amcle

EDA'NIA 2.
65 -
66
iy i

Chut assames no Hab l‘(y for fuilure 1o du s,
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L%

l; l)lﬂl OI l)\ t-_pun
cept uny well drilled or decpened |)||l\ it to the provisians of Arlicle VL2
understood that the consent to the drilling or ‘deepening shall inclucde:

\‘-’\lhoul lhv B

Y

Jof this Arlc(-lm n, it being

k All necossary exvendittres for the drillinior deepening .ui\d’téx"lim.'of the well. When
ized dcmh. and all-tests have hvcn conmlvtcd ()pcmlm \h.lll “\‘e im-
alors Who have the » |;‘hl to partici ip: tlk‘ in the complefion costs. The’ ‘partics
receiving c.uch notlcc’slnll h |\v~Ionv-euJ\l. (18) hours’ (exeliitive of Saturday, Sunday and leml holi-
Snch clection:

[}Q O_phm\ No, 2:
such. wcll his: w.wlu.-d its .sulh

shall mcludg ‘conkent to a\l BOCOSSrY c\pm
nnk.u'c and 01 smhce (.'l‘

whon nade;

\\cll includ:m., ncguan\' huc

F'uhu ¢ ol' an\ “par ly 10(‘01\'111;. ﬁuch nohcc

2. Rework or ‘Plt‘l’{f Back: Witliou i
back c\cept a well! m\\m ked o1 plugged bk pur‘\mm to the pror stof ‘mndc VI B 2. of lhm agice—
ment, it being. undcntood 1hat the. consent 1o the” w\\ox km« or p!luz.‘g/ﬁw ‘back of a well shall include
consent o all hecessary C\pcndlhnm in conduchng such opcmuom nnl cmnplelm" and cquipping of
including nceess'n\' nnkage ang or surface facilities. 8

said wcll

-

3 Olhox Oporahons Opcnion shall not undcxhko any c.mglo project 1oﬂqonabl\ cshmat :l‘p‘re‘quire

an expenditure in ¢kcess'of _TWENTY . FIVE THOUSAND-=- Dollars (§.25,000500___- )
opcnmg, complctm 1ecompletmg, o plig-

ever, that, in case of e\plosmn fire, flood or other sudden emcxgcncv w hether of the same or dlffexcnl
'Opcxalor may lake sucl steps and mcux such oxpenscs asin 1ts opmmn zu'e T ¢d 1o déal Y
the cmor;,cncv {o siafoguard’ lite and property. biit "ato:. as plomptly as possxble, ch roport the ‘émer-
parties. = 1f Open ator pxepaxcs ‘Aulhomy for E\pcndlturos" for its'‘own " use,
upon lequcst sh—nl furmsh copxes of ils “Aulhouty for Expendntures" for any. smg!e project

naturt ¢,

s

E. Roy alucs, 0\'crrudmg Ro)alhcs and Othcr Pa)men{s
Ench parly shall pay or deliver, or c'\use to be pmd or
/8 of 8/8thq T L

to any o!hern p'\rty s 1c=sor or loyalty owner; and :f any. such othc-r par(y 'S lossor or royalty owner should
dcmand and receive sclllemcnls on- g hlghex pucc basis;’ ‘the party conlnbulmg such lease shall'bear the
royally bur den insofar as such hu,hcl price is concer ned - .

£

F Rciﬂhlﬁ. SHQ(-!nTWéil’]'ax:ﬁc‘n(s— and I\:I‘i‘iiiiiiu"m ’R‘oyx‘xl(ic’s:
85

e,uchkp.lrm-s Any pm (y Ny
ments, In the kwm\l nf ‘r‘u

Operator shall \
alveln (o In(xduchmx ofl'n m'mlu( inge u:u w«'ll .al k-.«sl*n\'e (
ihduv* ). o at the ourliest om)mlut:ily m-umlu « l:v cncun ncc«.. prior o la!'m 4 :-uch uetion,
I (he event r;f f.uluu- by ()pw.«(m {650 nnltry\N()n

O)wt.ltm' the lnw ‘of any lewse contributead heiéto hy ‘Nen-Oper ator 161 failuve Lo m.:ku Lithely aymoents
oD -

doy” aie

p.n(ws. o \\oll shali lw dnllud or .Iu'p(-m‘u oN-

Dol lars ($ JLD.QQ..QIL.....)

L T NN D e s

e SR
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{ lbulcd by such Non-¢ Opcmtm

“H. Insurance: ' : . o

Sahdd the s

: duction mh(-r lh.m e mvullu-\ lu’
nssmnoo sh.:H n
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of é\fi\>' shut =D well pasmenc s be borne ji)'lnilyAby' thi?_’p':n'rtiv‘s hereto under the provisions of ’Artfclo -

VLY, .
G. Taxes:

Be mnmnr with the nm c.ah‘nd.\r v ar .uncr the effect ive date hmonf ‘Operator shal: n-ndcr for ad
valorety {axation all property subject to s .n'rocmcnl wliich by law “should "be rendered for such
sessed thvroon before lls(‘y become dvlmqucm Prior to'the rén-

taxes, and it shall pay all such taxes a
dition date, cachi Nor=Opérator \l\nll “fOiish Onvrator mfmm.nlmn as lo binvdens” (to mcludo. bul not be

mited fo, royulties, overriding m\'.nltws and Produétion p.l\'nnm\1.~.) on Jewses and oil and’? ;.:m ‘uterests con-

bcnm..mbjc'ct ta ‘sutsty dm;, exvess royalties, ov crudmg Fov.lllms ot pmdnctmn ‘p \-mom\ s rcduruo" in
ad \'alm\cm l.n\m 1c<u|lm;, thouf:om“sh:\ll tnure o’ lhc benefitof the owner or ‘ow ncr of such nca\oho!d

ostate, and’ Ow-mlnr shall”“adjiist the’ chmgc 1o such’ owncr or m\ ners soas to’ 1efloct !hc mncm ‘of such’

:educhon Operator shall bl” other parties for their’ ploporhon'nc shmc of all tax pay meéntsiin lhc :mm-
ner provndcd ‘in Exhibit- “C". : :

If Opcrator cmmdcn nn\' l'u. acscssmcnl nnproper. Opcn alor ma\' at n-:. d:senchon p)olcst thhm

{he tax for the Jmnl account to; her \Vllh .'m\' xl"and |Jomll\' accrucd. and the tolal ¢ost shall thm1
be asscssed against the partics, ind be paid by thém; as provided in Exhibit “C".

) Dach pauy eh’xll pay oF causc lo bct said all produ(llon severance, galhormg and othcr 1a\cs un-
posocl upon ‘or’ with' xcqpoct to the pxoducllon or hnndhng of such pallys ‘share of’ o:l and or gas’ pro-
duced under thé {erins of this a;.reemcnt ’ : &

»e.

At all txmcs whlle opcrauons .1rc corduclcd lxcloundm Opel ntor shall complv wnh tho Workme:w

‘that shall be m.fde to lhe Jomt account shall’ bc an amount oqmvalent to the pr emlum Whl(.‘h would h'wc
been pald had sUch msurance b‘ cn obtamcd Opcratm shzgl also carrv;or prowde msurance for the

such msurance for Operalor s fu)l\' owned’ automotwc eqmpmonl

ARTICLE VAL . S o
. ACQUISITION, MAINTENA,NCI‘ oR 'rn,\nsm-*n oF l\'TLREb’I‘ |

M. Surrender of 'l,ca‘s,cs:l

'I‘hc lcascs covered - by this agrcemenl. insofar-as* lhey cm})race acrcage in the Conlmct Alca, shall

‘not bc- surrendered in ‘Whole or in' part unless all parues consent” thercto

swmnr p;n'ty shall cxcculc and dch\-or 1o the pdvly"or p.n‘hcx ot
lea\c cov(\mg such o:l .md ras mlmost rm u lm m’ of Onc yo xr .md 50 Ion(' the

tind u.inn p.n'“ 'In..l! have, no. !mihu‘ imu(--‘l i

rticle, The purGics
'll(‘l('\( in .my v(-lls

v ln lhe pnl

with' Hu. ))lO\'iSi(lM'a or l.xhibil "U' Iv-.q the n.slimuh‘d cost of "'nlvwnm e’ the o::thn.ul("d' cost of pl\uf—

‘pin:, e xih.lmlonnu It the assipnment jsiin favor of mow Ahin one |7.nlv. e |'~.sn;n(-d interést shal

R L.- [ I'IA|<‘,’

-J0 -

sessed \'r«hmuon of any lomcho!d oxmlo N roducod by rc‘ison ‘of its -

o 2 A
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.26
27 . The provscnons of lh1.> Ar{xc}e shall apply to 1enewal leascs w ho{bexl 1hcy

‘31 for mdre than sin (6)'m
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beshaved by the partios asshnwee in 11u-1>|nhnr|i0h$ that the intorest of vach lw{u'sld the interest of all

1

{ 2 partios assignee.

3

4 ~Any uwrmnunl or \mwndm m.uk- aider this provision shall ‘notl veduce or cham'c the assignor's or =~
5 swrrendering partios® interest, us :t was immediately before the' assighment, in the balaneo of the Contract
6 Avea; and the nereage n-;su.uvd ot “surrendered, inds subsequent operations thercon; shall’ not thercafter
7 be subjiet o the ferms and provisions of this agreement.

8

8 B, Renewalor Extension of Leases:

10 ’ S

1 If any party sccuresd renéwal of any ‘ol and gas Jease subjeet to this A;,rccmcnt, an olhcr par(:cs

12 shall be nbhnvd pt mptly.‘.md shall have thic’ ught for .| pcx jod of ‘thidty (30} days followi m;, 1cccmt
13 of such’ nohm in which te eléel to participale’ in the ‘owney ~lnp of ‘the wno\sal lcaqc. 1mof1r as such

14 Jense: .:ffccts Fands within  the Contract Arca, by ‘paying 1o the paity who ncquncd it thcu severai proper

15 pwponlonalc shires of the wqumhon co:>t ‘nhloealed’ to that’ purt of such’ Ie.xsc wnhm thc (‘ontmct Area,
16 which shall be® m plopomon 10 the’ mtcxesla hcld at ﬂnt time bv thc parties in' thie ‘Contract Arca.

17

the puxcha~o of ‘a’ rcnowal lcase it

18 le.n
19 .lin a xalxo bascd: upor tho l("luhonshlp of
20 -1 crccniagc of pm(mpahon ine lhc CV nh.lct A:ca 1o the ag,;,rcgnte of ‘ihe: percentages
21 of par ticipation in the Contmcl sArea of all partics p'il(l(‘ll)allh“ in thc puxcfusc of aucli‘ renewal lease.

“22 " Any renéwal Jease in whxch ]c.s'i 1h:m a!l paxhcs clect lo pamcmnte shall not be sub_ycct 16’ 1)1:':"z~:eemcnt

23 : : {thout warran!
24 Each pmly \'ho parlxcnp.ltes in-the pm(haxe of a renew .ll ]case shall be gwcn ‘an a s?(xnmont/or its
25 proportionate interest thercin by, lhe acquiring party.

, ¢ for ihe c‘ifl‘ﬁb"iﬁf%x“éét
28 covcrcd by thc O\pnmg ease or covcr only pomon of llS ar ca oran ll’d(‘l st therein. An) ‘Fenovral lease
29 taken before the® c\pnrahon of its“pr cdecessor lease,’ or-taken or "ntmctod for \vxthm six’(6) months after
30 the cxpuahon of the’ exis ing le'\ae sh' ) bc \lleQCl to” lhls pmvmon but anv loasc taken or contlacted
'I‘lhe aftcr the expnatndn “of an e\nslmg lease shall not ‘be deemed a xeneual
32 Jease and shall not bc subJect to ‘{he’ provisions of thxs agrcc-mcnt

33 5
34 " The" provisions in- this Al(l(‘.lc cha!l apply '\lso and in"like. manner” lo cxtcmxom of - oxl and gas

35 Jeases. The prov1s:.ons of this Article VIII-B shall® only apply’ to leases, ‘or portions
36 of leasés, located w1th1n the" Um.t Area. .

37, C Acxcagc or Cash Contributions: : ~ ‘ ‘ .

38

40

43

46

50

53 Aricle VIIIC,
54

‘ (‘m‘

39 . Wh le 1hxs agrocment ls m towe, 1f any party contracts fox a co 3 "unon o( cash 10

41
42

4,4'
45

47 accepl ‘such tendcr. t‘.uLh acredge shall not |>ecome a parl of the Conuact 'An "ea, Each pmty ﬁhn]l prompt-

48 ly nomy “all ‘'other” parties of ‘all acrcage or mom.y conmbutxons it may obtain in sQppor ‘of ‘any well or

49 any.other opexat:on ‘on-{he Contract ‘Arca.

51 i any party contracts for anv consxderalion lclalmg 1o’ dmpm:hon of s'” paxtv s shalc of c.ubslances
52 “‘produced hcreundor “such- cmmdm'auon shall nol be deenved. 4 co“uxb‘uh ””” “as. contomplntcd in His
“rhis patagraph shall not'be appl:.cable to the contnbutxoza ‘of ‘acreage
by ‘the f‘ontr:.buting Partiés’ toward the ‘Initial, bubstxtute, ox” Opt:Lon Test. Well.

55 - Subscqucull\' Created Intercst'
56 o
57 = thi&*;’tlxst
58 - to exce
59 <-sl whwh' s !
60 . or eated inlclc«.l sfmll be' spccincally m.n(lo wlu(-cl to n!l of the terms and’ p|ovmum uf his nprecinent; as
61 fallowe- o .

62 -
63
64
G5

amlim' lhc p:ovmom or Arhclo Vm F and V)ll G. xf .my p.nl;_yf hcrelo shan subscquk nt

a7 '
o alt h.dnm_v wmllmu thvuhom. . LT G

i e
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E. Mni'n(én:i‘nccfiifUiiderni'I’iii}-fc*st: ,
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pay, wheli due, its Ah.uo O CXPONSes oh wpeable h(-wu‘mlm. oy ") vlmlx {o .nb.mdun awelt umlm )nu-
visions of Article VLE, hounf m“ .t) t‘h(l\ o ~|urm1¢h| ;n te N' umlw ]novi\mm ur ,\mclc \'ll!:\
hereol, i snbEiquently
hevetnder §n fhe same manner as if mwh m(m o8t were a wulkinr “Tatirest.
such® vh.nrmb!u expenses, the party “or partivs whe reecive assignments as a vesult of (2) or (3) above
shall have the right (0" enforce all provisions of Artiele \’ll B. Iwrmr .\p.nnst such \\llmcquvml) creativd

For purposes of colh-cmuf
interest, ) .

For the “puipose of m.nnl.unlng umfomml\' of 0\\'2)(‘!\1)1[) in the oil and gas leaschold inton‘sls
cm'clcd by this cmont. and no!wxllnl.m(hng any other p:ovmon\ to the wnnun’. no pmlv shall
secll) oncumbvn. 1 -;]fcx or “miake other dlsposmon ol its interest in ‘the Ic.m‘s cmbmccd within’'the Con-
tract ‘Arca-and in wells, equipment and ploduchon inless “suech dxsponuon ‘covers cithcr

1 lhc'chliiﬁ iniéfésl ‘of *lh('- pdrty “in 51:1" ie:isééi'and" i\difﬁimélit “and - production; or

-Ar- .
LA

-2, an equal undwnd(-d mt.cm:l"]n all }oases and cqlupmcnl and pxoduchon in tho Contract” Arca.

Every «uch tale. encumbx ancc transfcr or olhox dnposmon mado b\' any pmiy -:hall bc mndo ox-~

'prosslv subJecl {o (h|< agrcomen( and shall be madce without pm]udlcc o the right’ of lho olher p.nlws

i .
Vi

If, at any hmc the mtcroq{ of an\' party is dw:dcd among nnd oiviied b\' faur or DIOYC CO-0WN el

.

‘Opcrntor, at xlq dncletlon mav loqune cuch co ownclx to appoxnl a smglo trmlce 01 ngcnt with'’ l‘lu}

9 <uch pmh s
of “such
all such

par(vs m(crcsls w:thm the <cope of lhe opelahons mnbmced in lhl\ a;.nccmom 'ihowmca

co~owners ‘shall )mve !hc nghi ld entcr into ‘and, oxebulc al: mnhactb or agr temcn{e for ‘the' d:q)oszl:on
of their respective sharcs of : lhc i and fas ‘produced’ from’ the Contlact  Area and they shall’ ‘have thc

nght to receive, sepmaloly. paymcm of thé sale proceeds hercof.

F. Waiver of‘f{igh’t (6 I’::iﬂ‘iyll:i&h:

"I permltlcd bv the )aws of: (he state or states’in whnch lhc propertv c0\ mod hcrcby i§ located, c-xch
party here!o ownmg an’ undivided iriterest “in the Contract Arca waives' any and all’” nghls itmay have
L to partmon and’ have s6t aside to- it in sever alty ‘its undmded interest therein.

C 1}'}:-"{':"{ uv\}u\‘\ ll\n l\"

»bhhf-‘ I3 Cenaiitae
"aa'.._. :

ol

e Tond! .x:.n::*

i\ ‘pm' mons huu-under sn..m nol cowmuu- Q pultm'rchip. :l‘ foi B L “income Hux pur-
"um-nl .md e ﬂpCl‘ ations Ilcl ‘cundei ure » pnrln(nhm ‘eaeli |:.i|ly hirt
iy ho <-\cludul fmm nw npplw mon or .m of l i;'nn-' ! Suhth.upln' "I\" (‘l:““”"

Ilpl «-omom

if .”)lv I)ul
s(.nl(mvnls‘ und lho d.al.: mmlr( diby deral’ Kejahis
‘equidremrient “that et u'h n.u(y hc-r( I)y atto ctv(l Hive fuzl)wr nvid:-mu of |
, Tekeetite =0eh docimments and furnish such’ othier evidéics us miiy be
mquhml"'by e l~cderul Titer :_ml Navenue Service or as iy e neeesiary 10 evidenee thiseleetion, “No

]2~ 3 s

hlmuhl llwn\ !n- n’ty

¢ bt eyt

FY B e b

kA At

JE
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' un\ I'uhnu fincome {ax laws of inu Uisited! y
Chiipter F, Subtitle “A", of the Infernal m'\'('um' Cudo n{ l‘l.’»l undm \\’hl(‘h an vlo(‘hon ~n
5  provided by Svction F617of the Code is pcrmiltvd c.wh party hmvlw nrfccu'd shatl make such olodmn as
6 may be pcunilh d or wquuc(l by such laws, In making the farejioingy clcctlun. cach stely Paty states that
7. the incom “derived by stich parly from Operations her eunder ‘ean Lo adcqm(cl\- determined without the

8 - compultiilion of partnership l:n\.\l)lc income.

8 . .
‘19 - . ARTICLE X. .
11 CL/\I\!& AND LA\VSUIT
13 Opox"n(m MY ccltlc any sinuleé da K \“chim ‘or sun arumg Trom opon aiion\ hercunder if 1hc eX-

14 pondmuc doce nui c\cccd F1FTEE \' '”IOUS‘\\D“ - bt il Doll'nc

A5 (8. l).,QDO 0(! ) and'if the paynient is‘in’ completc bctt)unwnt of ‘such Llnim or suit. If the amount

16 rcquucd rm qculonwnt oxcccdq thc .tbmc amounl ﬂlc paruc ' holoto shal} assume and take over the
Than atC'i to Opomion All cocis and ox-

20 ansmg nom 0[)0! nllons hcrcundcr ov\m w hlch ‘such ll\dl\'ldllal h.\s no contxol bcc.|u~c of lhé"‘ rhﬁ given
lhc parly shall mmwdmloly notlry Opon.xlor. aid “(he elaim or suit' shall

21
22
3 23 Co
Lo 24 o AN
. 25 - YORCE \IAJLURE ‘
: 26 : ;
i 27
‘ 28 i
f 29 kolher parhes prompt wuttcn notice ‘of the force ma,q ¢ \\'llh rm«onablv full 'nmculare concex nmp ‘it;
; 30 "thezcupon ‘the obhgahons' of the' par(y giving: the-noli ¢, so far as thcy are affecled by the force maquxc,
5 31 shall be Ruspended during. but no longer than. the contx ‘ance ‘of the force maqure The affected” party:
: -32 sha]l usc all roasonablc diligence 1o remove the force majeure situation as quxcklv as’ practicable;
33 . . ;
34 : The Tequir gcnt tlmt 'my i‘orce maqurc shall’ be- remedied ‘with &l 1edsonable dispatch shall ‘not
35 require the settlement of stnkes lockouts, or’ diher Jabor’ dnfflcu}!y Ly the partv involvéd, conhaly {o its®
~ 86 . wishes; how all such difficulfies shall be handlcd shall be cntlrcly within the “discretion of the” party i
37 concemcd ; : . s
38 : E - ;
139 : :The term “force’ ma;euxe", as here employcd sh il “mcan an acl of, God, st. Fike, lockout “or other
40 mduslnal d tu"banco act’ of thc pubhc ‘éne my, War; b)ockade, pubhc ‘riot; lxgh(mng, f:rc, 1‘m' floog,
41 lion; fHental delay, 1ectraml or inaction, unava;!.xb:hly of ‘équipmont, H
‘42 and any’ other cause,’ whother of the kmd specmcatly’cnumelatod ‘above ‘or otherwise, wh:ch is mot
:4,3' ‘reasonably within the control of:the* party cla:mm;, suspensxon
44 L ’
: 45 : ARTIC E X , ' /
46 : : ' No'rxczs ST
1 48 . An nolnccs au‘thouzed or rcqmrcd bclwccn llxe parhes, and mquued by ans"of the prov;q:ons 01‘ g
49 ‘ : s ma R
50 £ ;
51 o
52
53
54
55 , , §
56 . or when sent: by tclelypc. at'h p'xrty shall have the ngh{ lo‘cﬁ’hu,c"x(s addxcss at any umc and from s
57 time to lwnc. by gwmg writlén notice Nercof (o all olhcr'p.irlle'z s . : i B!
58 ' . e 3
59 : Arm(‘ » ' , '5,' s é
.60 e "TERM OF AGHE .MI'NT Co , e - g
61 i e - , R
. qz This .u-n‘c'c‘rﬂc‘:'iit shall’ ¥ ] : fccl us lo !h"-‘ ol et s lcmc :md/or o:l andy ;
"63 ‘C‘l(‘\H aubjcc(ccl hcnlo oy (he P d7of 1t mo'wlckl(-(l helow: provided, hm\cu.:. o parly hereto slmll
B 64 ovor he (-omhu( <1 .|s having “any P, hllc or mtmo\l in orto mw Jouse, or 0|l .»nd) gas inlere ,t um-
i 65 _lnb lvd I>y tmy olllcr pmly bcynncl lho (oxm of {hix apreement, "1’:' £} ,._; e
: e 1’:!%-:0'31.9-:)4-—&1—-1017;——#1'1 h13ﬁ1HthhMWMWHHh|HW*MW o !
68 tinicd in foree us (o any partof 1he_Contenat-Aver—vehotfidr1iy” |amﬂuctum exlension; ren w:d or others
SU WS TI0740 Ftrm 0N P B H =t Ao = b et an- .u.qmmwn-#mm-mw-Immc—m-—ml-hnd-rm mﬂ're-‘t ' :

‘ -13- '




- 29 ‘llcd 0, matlcrs of p‘

30 "tenpxe(ahon or cons
31 Contlact Avca is loc*\ted lf ihe Conhact Aréa’is in (Wo'or ‘more states, thc law of (he stafe wheie most

H
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AATL TORM 610 - MODEL FORM OPERATING AGREENMENT - 1977

W wall dvifed

enl e \v(‘ll dezseribied h\ /\Ilitlv‘ AUE /\ or any snlmq

1 :

2 under '.m\ Provision “of nuu..,vn..mm CECRUHE 1.|m|m‘tmn af oil and-aas i |m\in,. qu.ml‘hw Hhis-
3 dgreement shall continue in foree so tong as any sueh \\vll or wells produdé, or ire éapabléof pmduc
4 tion, wnd foran additional prriad of 180 dayw from cess: wioisof al) produdtion: provided, Bowever,
5 it |\nm' to the cexpivation”of soeh .uhhlmn.nl peried, one op move of the parties: heielo are enpaped in
6 drillingor reworking wowell o wolls héretmder, this .n'u‘onwnl ‘shall mn(muv in force m\ht xmh op-
7 “erations have been mmnkled and’ ir praduétion results -therefrom, - (his aprécment shall- conlinuc’in
8 fou‘c as provided heréin. ln the event lhc \n-ll d« mthl iw Axli(lv VlA or any subwqucm well
9 dullod hcwundur. ve , ' % ' 1cing oil
10 auQ or pas from Ihe ¢ ‘ WU ATeR, This BRTedinemL ~hall lcrmm HER dn!]i-s;- o row [ oporas
11 tions are commenced within 120 days from the date of .m.uu!unmcnt of siid well.

12 o L
13 It s agreed, however, that the termination of this agreement shiall not reliove any phrty hereto ' from
14 any liability which has acerued or attached prior 1o the date of such termination.

15
16 = ARTICLE: \lV .

17 CO’\!PL!A\C[‘ WITH LAWS AND" RE GUL\T[O\S
18 , ; .

19 A. Laws, Regulations’ and Orders:

20 .‘ A

81 i Thl‘; ag:ccmenl <hull bc“" sject 1o thc comcwdhon ‘laws of lhc sta(o in, \\Iuch thc mml'mucd

'22 acrc'\rc is Iocalcd 1o the v.nhd‘lulcx, wgulatlom and sidérs of nm Sy conshlu(od mgulato: Vv boclv of'
93 said'state: &nd (o all 6ther apphcab)c federal, ﬁtnte and local ch oxdmancos riles, xc-guldti'o’m and
24  orders. :

25 :

26 B, Governing Law:

~28 The 055enha1 vahdxl\- ot “this agr eement and al] m'xllex q lhmcto, mcludmg, bul not hm-

‘meance. non- pc-xm mance bncach rcmé‘dxcs, pxoccduncs rights; duhcs and in-
(1on. ‘shall be govomed ‘and - dclelmmcd by‘thc law ‘of the s(ate in which the

32 “of thc 1and ‘in the Confr act “Area is'located shall govein.

AR 9 of-the: In1t1a1 Hell, Operator 1oses the ho1e C
jcal dfff1cu t1es rendérmng itoi 't i , . .
to the Obg’ -t 5

j00d , : to the ObJect1ve Dépth For ‘all: purposes of th
]ta ]$r1111ng ‘of the Subst1tute ‘Well “shall be cons1dered as the’ dr1l11ﬂg ¢
e

; ‘ S .
. lgcation of Operator s seélection in the Unit Area. The Option‘well sha’
(%e dril]ed“to the 0b3ect1ve Depth 1n the same manner as. prov1ded for in the lnitial ‘Hely

concern1ng the Inif1

52Substn:ute and’ 0pt1on Hells.

e ‘owned by a: thTrdf’arty or wh1ch,,
or, (4}" ’ u

1essfth?h a1l of: theApartief herotO‘oloct to l
the '

G propriate a%siqnmént to Tho oza\ 1ntorc to
ka‘ty 1n and~tothe ]oaso, leases, or: right' which would have 1oum1natod
ie-may have been proscrved by virtue of such operation and in the drilli
chthe "'well Was dry) “oxceptmhq, ‘howiever, wells theretofore completed o
‘of ‘producing in paying quintities, Such as s1qnment shall” be deliveres -
participating porties 1n the proportion that they bore the expense attributab1o to ti

non~partic1patvnq parties interest.

~14-

g

51C : *!e11 shall als aﬁp1y ‘Yo the substitue b
and ptmon we11s and any provision herein excepling the Initial Well shall’ a]so except 'ti-




AADRL FORM 610 < MODEL FORKM OPERATING AGRUEN

11
12

3STATEVOF TEXAS

Alm'!('[ 1 NVE
l\ll‘s(,l 1. I.A\'l ()US

This agrecment <h.x|i be binding upon and shall inare 10 the bf-annl of !he pirties horeto and o their

rOSpcch\e heirs, devisces,;

legal :oprcsontahvcs. successors and .hsu:m

Thi:'mslrumcn't may be exccuted in any ‘number of counterparts, cach of Wwhich shall’ be! conmduod

an “original for “all purposcs.

19_81.

- 2

lN WITNESS WHEREOF, this agreement’ shall be of fcctwe as of ‘ da) of ,

OP:E;R‘ATOR
YATES PETROLEUM CORPGRATION

v

By:

- ATTEST:.

AttorhEyQin-Faét

NON-OPERATORS
DEPCO, INC.

By:

President

Secretary

STATE OF NEWLMEXICO )

i8S

COUNTY OF EDDY )

COUNTY OF

“The- fore901ng

s 19

néPto,fiNc.’a

7trument Was: acknowledged before me th1s o day of ‘
s ‘Attorney-in-fact for o

e g 1, by ; e ;
3 YATES PETROLEUM CORPORATION a New Mexxco corporat1on, on beha]f of said corporatxon.

Totary PuBTIC

nztrument was acknowiedged nefore me th1s
81, y

Notary‘Public

- 16

. s
PNt
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EXUIBIT "AR \

ATTACHED TO AND MADE A UART OF OPCRATING AGRCEMENT
: DATFD JU Yfl 198l o
BEI“&EN 'YATES PETROLIUW CORPORAT!ON ET ‘AL “OPERATOR“,

- AND Dcprn ARG, umnm.ongRAqun

I, Lands Subject to Agreement:

Township 5 South, Range 24 East, N.M.P.M.
Sectiion 23: S/2NE/4, SE/4

Section 26: NE/4

Containing 400 ;00 acres, more or less. .
Chaves County, New Mexico

2. Depth Restriction:
100! peiow stratigraphic equivalent of total depth drilled
3. Drilling Unit for the First Well:
'Vérofxtian’Uﬁi{¥e§iéﬁfished by the New Mexico ocp.

I. Percentige Interests of Parties Under the NE/4 of Section 26,
Township 5 South, Range 24 East, N.M.P.M.

5

lNPTlAL TEST WELL - lNlTlA' TFST“WEELL'

NAME ACRES BEFORE PAYOUT AFTER' PAYOUT

,COW’ANY
s, INC,
ABO' PETROLEUM CORPORAT ION 00/ 12, sooooo-’
YATES EMPLOYEES so' L. 2.500000 S 1. 2soooo
’ FIO ‘ —
JERRY cunns F/O
ELIZABETH" HANNTE TN FJO
UNLEASED : 3.125000

160.000000 , 100. 000000 100.000000

© 2. V Percentage‘lntétests of Partles Under ‘the' S/2NE/4 SE/4 of Section 23
Township 5 South, Range 24 East, N.M.P.M.

ACRES - BEFORE PAYOUT® AFTER PAYOUT

| "180 000000
YATES PETROLEUM CORPORATION -0-
YATES' EMPLOYEES 80' LTD. ’

!’;../;9.

2.083333

ELIZABETH' iHAN\l:iFlN 12.083333
UNLEASED ' 0 500 __6.250000
240 000000 - 100,060000 "~ 100.000000
‘Leasehold Interest of Each Party:
I. L€§s6r‘\ ' f T Uﬁffﬁd‘Sfi?Qé
Present Lessee: ‘ 7 Yates Petroleum Corporatlon - 25%
” Yates D }Ing Company 125

. Myco. “ndi tries, “lnci . T =25
Abo Petroleum Corporatlon - 25

"Seridl No. of Lease: : © o NM-28297

Explration Date: " 5 September 1, 1986

Description: Township 5 South, Range 24 East. NWPM
, Section 26: ~S/2NE/4 ,
Contalnling 80.00 acres, more or less

AL AT A e B4 3t i
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i“Page -2~

Exhiblt "A" to Operallng Agrcmngnt
Dated July I, 198l

'Secildn§‘23;ahd 26, T5S-R24E

Chaves County, New Mexlco

2. Lessor:

Pressnt Lesses:
Serial No. of Lease:
Expiration Date:

Description:

3. Lessor:
P?Eseht‘Le$§€e:
Serial No. of Lease
Expirétiéﬁ“bate:

Description:

Abo Petroleum‘Corporatlon
Yates Enployees 80' Ltd.
1207 South 4th: Street e
‘Artesla, New Mexico 88210
_Attention: Janet Moreau

Addresses of Parties to Which Notices

J. R. Miller
“Dépéo, Inc.

Fee

August 3, 1989

Township 5 South; Range 24 East, NVPM

Section 26: "N/2NEf4
Scctlon 23: 'S/2NE/4, SE/4
Containing 320.00 acres, more or less

Gladys Biteertield
Ralph Nix, et al
Fee .
June 13, 1983
‘Townsh,p 5 Sout
Section 23: S/ NE/4 SE/4

‘Section 26 N/2NE/4
Containnng‘320 00 acres, more or Iess

‘Shoiild be Sent :

620 Permlan*Buildlng
Mldland ‘Texas 79701

'Attention. Mr. john Hﬁﬁbard

~Ra|ﬁh le, et al ,
P. O, Box,6!7 T LU ‘ \
Artesia, New Mexico 88210 ' :

v, Range 24 East ANMPM
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CCOPAS - -+ 1974

Recowmaiended by Hie
Councd 7ot Peteodg
Arciuiints Soc1elies N

h’i\il"ii" Gé). Cvaiea T vanes » ' © Murih A
T . 411} Wiy

' | o ATTACIED TO AND'MADE A PART OF OPERATING AGREEMENT

DATED JULY 1, 1981, SR
BETWEEN YATES PETROLEUM CORPORATION, ET AL MOPERATOR
AND DEPCO, INC., MNON-OPERATORM,

ACCOUNTING PROCEDURE
JOINT OPERATIONS

‘1. GENERAL PROVISIONS
1., Dcfmlhons ‘ » ‘ ‘ e ,

“Joint Propcrty" shatl mean’ lhc real and peHonal prOpclly subjeet{o the agreement to \\-lmh this Accountmb

Procedure is a!lachcd )
"'Jomt Opcrauons \hall mean all opcrahons ncccssary or proper Ior the de\'elopmcnl opex allon ‘pratect ion and

mamlenancc of the Jmnt Property. ‘
““Joint Account” shall mean (he .lccount showmg the chargcs pald and credits’ lcccnvcd in the conduct of the Joint L

:Opcraudm. and which are 'to be shared Ly thc Partics.
“Operalor “shall’ moan ‘the alt\ d(.Sl» aled 1o conduct ihe Joint Opcrntxons S ( .
A"Non Opcrators" sha}l mean the pamcs to this agreement other lhan the Opcralox
“Partxcs"'slnll moan Operalof: and ‘Non- Operators., .

“First Le\'(-l Supcx vnson;" ‘shall"mean those cmplmccs whose pumarv fumlmn in" Joiiit Opcz ations |s (hu dlrect
supe: ‘vision of other employecs and/or contract labor dll‘(‘(‘l]) cmplovcd on‘the Joint: Pnopen tyin a field operat- i

mg capac:ty.

“'can those emp]ovces having specxal :md specm feologlcal or
' hrv funchou m Jomt Opexatlons is the handling of spcciflc operatling ‘Condi- ;

: “Personal E\penses" shall'méan {ravel and olhel xcasonable rexmbulsable e‘(penses of Opma!orq cmplo) ccs
“Matenal" ‘shall mc:m person'll pxopelty, oqmpment or supphcs acquncd or held for USe on the Jomt Propcrly

2:'Statem t’jand
' .Opelatorfshall bxl

; 3 N pP
' ent ‘and exp‘e‘n’sé“e p “of° Controllabh, Mateual and unusual charges and credits shall be sep-
alate!y ldenhﬁed and Iully descubed m detail.

'Operalor shall adjust cach monthly bmmg g

k opej ation,

‘ ‘Propcrty- is localc ,’ W nche\,er is he lesser, plus auomcy< fcc-s couxt cosls "and othe. costs’in connectlon' with
the callcchon -of unpdxd amounts. R ; .

Ad) ustments

T 5 e i it

S DR A8

)

B A

Fe

tor. ‘Operifor .
to by thc Opcmiox : s

\G.

’ tlons of thi

no contr.n' pr ¥ . ! ; ;
the agreement or .nmn ov.nl ui H] m.uuuly in mlucst of thu Non. ()m'n.nlm'« -lmll Im Lonlru}hm, on .nll Nun ()pt Vit

tory,

e ramtnm b ar 4 e rwes oy e had BE L amke s kAl eme bmse et am el e A s e




.

1. DIRLer ¢ imu S

O cm:cr shait- l‘h u,u e Joml Account wm\ The fullu\\'im' iloms.

1. Rentals aad Royaltics , _ o
Lease rentals and royalties paid Uy Operator for the Joint Operatiobhs, '
2. Lnbor .

A. (l) ‘Salarics aid wapes of Op(-r.llor‘s ficld cmploycus (hrcclly cmplo; ‘od o the Joint Property in {he conduct
of Joint Opcrations. . ;
(2) Salanc: of First Level Stipt rvmoxs i the field.
lanii “and w.u.os of 'I‘cchmc.xl }-‘mplo,\ cos dnectly cmplowd on s Jomt r opcrty if such chmbce arc
» cxc udcd from (ho 'Ovex hmd rates.

emplo; ccs who

18 bucll cosls 1)<-1(-oa|l‘u'c is-

¥ ;: raph:-2A ‘of this
rience.

‘c. L\pcn uu:cs or cmllnbulmn‘: madc’ pu:suant io a«msments lmpoxcd by rmmmrcm.\l anthority ‘which are
npphmblc to Opcrator's costs chargeable 1o the Joml Account uhder Paragraph:, 2A ‘and 2B ‘of ‘this - Sce-

non 1!

\pc‘nslon Ye-
rift, . ] ~ ] ator’s Jabor
ot ble.to the Jomt Account un'lcx P‘uagmphs ”A .md 2B af !hxs Scetion ‘1> <h111 be Operator's ‘actual
cost notl o eXceed’ twenty per cont (20¢4), or percentageé most recently recommended” by COPAS.
4. Mn(cnal : : v e ; iy ‘ “
B A AR - v, Only

‘ V y pe 1y ag’ ma) b(- 10qtng'0d for lmmcdnte use
and  is reasonably’p: ical and -consistent with efficient and economtcal operatichs.”
plus” stocks shall be avozded

5. Transportauon : . :
Transportdtlon ‘of cmploy ees ‘and Matenal necessary for !he Jomt Operauons bit subject to’ the fo}lowmg Imula-
hons )

e fiearest rchable'suppl_‘, stoxe

recogmzed bjxrge texmmal or xmlway rccen'mg pom! whue like maieual is normall\'“ vailable, unlo:s agreed

C In the appllcahoxi of’ Sub”paragn aphs A and B above theére shall be no cquallzauon of aclual gross tr uckmg, cost

» of $200 or less ¢xcluding accessorial \.harges. . v .

rectly cngaged ;:m the Joint Propéx ty shall not bé ‘charged to' the Jomt Account unless prevlous)y az,lecd to by
the Parhcs. .

7 Eqmpmcnt and

)P
Such ‘dles’ :hall ‘melude costs of mmnl
.mcc, taxcs doprccuuon. and ‘interest on’ mVOStmc t-not 1o exceed eng,ht per cent (8%)
tes shall not exceed average commcrclal rates curront_ly prcvaxlmg in the-immediatle area

or f(-(ue OF CXPENSETe Y. NI
SeXpense s ((msldm ¢d 1o he cove I(‘(l lw th(- i '-lh(' ul‘pl uvis
Purties, exeept as provided"in’ Section” I Davagiaph 3.

Thé accumulation of “sit-’

FRa—

b
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10,

11

12,

ll

—

FEACT R

y
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PR A T MY i ot et A R e A W

"l'itkea
- AII tnxoq of over \' kmd ind natire mwc il or l(‘\'m! mmn of in cmmmtum wnh llu- Jmn( l'n opt-x(\' thv ohem-

“cost not to eéxcced ‘manual rates.

. Olher E\pcnduurcs
‘Any

“§.'As compensa(mn (or admxm\u'm\-e, supcnmon, office ser vxces and w archousmg costb, Operator shan cha. ge

tion thereof; or the production therefvom, and which taxes have been p.ml by the Opeiator for the bendfit of the
L )
.utu-.s.

lnsuranco
Net:

l‘i:c‘;i‘mml 1o be cn’vrrlcd% for the Joint Opviations Tor thi |notcc ion of tho Pars

plcmiums paid for mxu""

ties, Iy thc (‘\'cnt Jomt Opol. i are condicted in aklule in which ‘Operator may act s self-insuver for: Work-
moen's Q d-or l.mplnver:, L .-l)xmv underthe réspective stuté's laws, Operator may, at’ e i
inelude” its self<insurinee progr am and in that uvenl Opet .xmr shall lmludc i charge at Opcerator’s

ther: cxpcndnmo' not cov (\rcd or-dealt \\-nh m lhc for (';'omg provmom of this! Sce ;'o II' or in Secction III
and \vluch is‘incurred by the Operator in“the llt‘cc\sary and proper conduct of the Jomt Oprer:

‘ L " lIL OVERNEAD

Overhcad - Dnllmg and ['roducmg Opt-mhons

app]:cab ¢ burdens .md e\pen<es of allv pcrsonncl

Thc Jcost 'md c 3

ies qhail bc onmde d}

i\d contract seri?ices of techmcal pensonnel dueal) cmployed on ‘the Joint ‘Property shall ( ) shan

not (X) be covercd by the Ovérhead rates. : _ L.

LE
i

s's all begm ‘on thé dateithe well is spuddéd an‘ g on |
lmg or _com on“rig is'released, wluchever is later "gxcept ‘that” no chargc shall-.
be made durmg suspenuon ‘of 'dnl!mg operauons Ior fnftcen (15) ot more consccutlve days

apphed for -
of rig release; except

the pcnod from “( ite wor vaer opolauons ‘with fzg, commencé throug daty

s R lhat no“chaige ‘shall ‘be made during suspensioil of opcrations’ for fificen ‘(15) or more consccunve
: Fy

i

_ mpicted \)vell in whnch produc"y‘ .
de cd s o one‘ well ('haxgc provxdmg cach completi

yof Crude ety
- t of "Labor, Tui
cquiv uy publn.hul hy Stul:sllc Canada, as applicable,
the rates (,-ununtly in une, ])lus or minug’ the eomputed adjustment,

T'he ul;u.-lcd Tates shiall be

[

4
H
2
3
s
§
:
4
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te l’mccn(m-c Biisis ) ,
Y 'mor shall chiivie lho Joinl AU‘uum nl thc fTollowing rates

(n) l)cvolopmonl

_______ e Pereent (0 ¢h) of the ¢ostiof De\'clnpmvn! of the Joint )’lopcrty exclusive of cosls
pxowdcd undo: Pavagraph’ 9 of Scetion 11 and all salvape eredils. L

(b) Opol ating . .

I’crcunt ( o) of the cost of ij\rahnv fhe Jomt Property m.duswc ‘of ('n<(b prov:dod

under Par.nun aphs 1 and 9 or b(-clmn I1, all salvage credits, the value of injected substarices pmch.ncd
“for'sccondary recovery and all taxes and assessmoents \\'Iuch are Jevied, assessed and paid upon the min-

* - eralintercst m nnd to llw Jmm l’:opul\-

"(2)“

on a 1w:ccntagc Hasis under mnr: aph 1his %cchon 111, de-
sncction with ojnlhmr zcdnlhng, dccpcmm, or any remedial! opcm-
Juse of nhx!lmr crew and! cqu!pmonl 180, pr ‘eliminary expenditares
and c\p(‘n(hllll‘ca mun rvd m .tbandomm: w henithe \\cll is not com-
) of ‘ofs, the' expansisin drifixed
atrly ’dlxcmmblc as’a fixed .l\\(‘l except \1.1101 Couslruchon as degrned in

Paraymph 2 of lhls rohon ‘HII. All other costs whall be consxdvlcd as Opar 'mng

*di; el T
t Prope y, Operator‘shall onhm ncgoh.xlc a'rate prior to the bogmmng of constiuction, or -:hall
Account fox O\ erhead based o thé follo“ ing rates for ;my Major Construction project in excess

00,
‘of total co*:ts if such costs a¥ but less th:m
~of 1olal costs in excess of $ 100, 000. 00 bul lo% ‘than $§1 ;000,000 plu\
of total costs m excess of $1,000 000

Total cost shall mean th"gxoss cost. of any one pro;cct For lhe punposc of 1h1~ pamgraph thc component parls
of ‘a’single projoct shall nof be {reated separately dlld the cost o[ dnllmg and ‘wor kovex wells 'shall be e\cludcd

3, "Amendmcnt of Rates .
The Overhead lates pxovxded for‘in thls Sccuon 1T 'may be nmendcd tlom Gime (o ume only by mutual agxcement
»between the Paxtles hereto if;“in*practice, ‘the” rales are found 10' be msumucnt or excessive,

IV. PRICING OF JOINT ACCOUNT MATLRIAL PURCIIASES TRANSFERS AND I)ISPOSITIO\S

ki i fon to puxvchasc interest of Non- Opera-
" tors m surplus cond: mh.A‘ ‘or B Maternal The dlsposal of surplus Cont:ollable Material not pulchased by ‘the Opera-
e shall be agreed {0 by the ‘Parties. »

1. [’urchases -

¢ T v

to be defcct:ve 01 returncd to . vendor for ‘any other rcason cxecht shall be passed to" the Jomt

oI Materml 1o :
Justment ‘has been’ received by’ the Operator,

Account when
2 Transfcrs" and stposmons :

: where such -Material is normally available,

(2) Line Pipe
' 1 . P ent hew. ' ‘price, m erfcct {
sted’ by a xchablc suhply slore’ ncarest thc “Joint Property wherc stich’ Mulcr:a] is ’nor-
nds o more shail bc pnced under pmvmom of tubulnr goods pncmg m ‘Paraz
o : ":L‘ctmn Iv. : .
(3)° ¢ 15 1stcd” YL

supply ,hlm"d or fob. r
available,
TR cbddf'us:o‘d -n’m‘

-nvc puccnt ('75',4,) of- clm unl‘now pnco. as dulm mmod I)y P.:rum‘aph 2/\ ot (hi

Joml Pn opcl ty.

) 5',:) ‘of current’ nr-w plicc. ax det
,m.nlly charped (o°the’ Joint Aceount s ne

vcnly
(2) Miterial moved from’ th«-

(u) Al se vunty-ﬁw- o
it Material was ori

: niod by P;;i-:‘f{:i-‘n DI 2A of this Scetion 1V,
w Matcerial, ‘or )

—
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DY e siNty-6 weent w‘w ) of chrrent noew ;y e ay m-lo iied by l’m.l;,x.u A of nm K|ection
VIV, Material whg originally chiviied 1o the Joint Avcount as pood used Moy i.\l at \ovcnl) “five per-
conl (7544 ) of umcnt new price.

'I'ho cost of re mmmmnmu ‘it .m\. ‘shatl he uh\m bcd by the trausforring pwpcrty

C. Other de Material (Condition C and D)

{1) Condiuou C
Materia) w hich is ‘not in mund .md xl'xncvablo condmon and nol alumble for its or:gm.:l Iuncimn until
after lcl‘ondltio'mm, shall be priced at _fifty percent. (.)ﬂ'.) of ‘current Hew price as determined by Para-
gruph 2A of'this Scetion IV, The cost of reconditioning shall be eharged 10 the roceiving properly, pro-
vided Condition C value plus cost of u'condmomnf ‘does ot exceed Condition BB value.

(2) Condmon ‘D" ; .
Al othor Malonalf ineladiig” W u value tommensitrate w:th its use or at’ prc\-mling‘
prices. !\Latm ial no lonper-suit blc' or its m)gmal purpose but usable for somc ‘other purpose, shall be
priced on a busis comp.u.uble with that of jtems normiully’ used for such other puipose. Operator may dis-
pose. of Comhhon D’ Material uhder Procedurds nor mally utilized by the Operator without prior approval -

oI Non Opm a{ors.

701 v'\luc of such ‘\htcnal :

. is'not, £q lcm to thnt which wéuld ™ n,sufv a price’as plovxded above nnv be <peclally prucd as agrccd 10 by
the Parties. Smh prxce should lcﬁuﬂ in thie  Joint Account being’ chau,cd with the’ valic“of ‘the service ren-

: dercd by such Ma!eual
E. Pncmg Condmous

(l) Loadmg and mﬂoadmg cos, :
7 hundred weight ‘'on: all-{ubulay goods movcmcnls, in- Jiel of loadmg and un]Q

gotual haulitig ‘cost of such tubular goods arc equah/od under provisionis of Paragn
2y Matcnal mvolung ereciion costs shall be charged at apphcablc percentage ‘of ‘the cun'ent knocked-down
price of riew Maternal

aph 5 ‘of Seclion 1I.

3. Prcmlum Pnccs

charge.prior to bxl tlors fox such Matérial. Each Non-Operator ‘shall Tiavi the nghi by 50 elecling and
notifying Operator within len day's. after receiving nolice from Operator, to fulmsh 1‘ kmd all or part of his share

of such Maternl "s'uxtablc for use and acccptable to’ Operator

4, Warramy of Matenal Furmshed by Operator
Operator “does 'not warrant-the ‘Matérial furnished. In case of defectwe Matex ial; Cl‘C‘dlt shal] ‘not be ‘passed 1o the
Joint Account until adjustment has been rece)ved by Operator from the’ manufacturers or their agents

y; iNVLN Oi‘IEs

Justmcn!§ shaﬂ be ‘made with' the Jomt “Acéount fop’ overagcs “and :ahortagcs, put Operator shall be
held nccountable only for shorlagcs due’to’lack of reasonable dmgencc. ] )

3. Special Tuventories : ~ -
Spccial Invcntoncs may be. taken whenever” there 1s -any. sale or chango of xnlerest in the Joml Pr épcrty It shal]
be the dutyof the party: sellmg o notify all ‘other Pa: ies as qunckly as possible after {he transfer of interest {akes
plice. In such cases, both lhe sclier: nnd ‘{he purchaser shan be governed by buch inventory.

4. Expcmc of (,onductuu; Pcnodic Invcni‘ones
“The expense of cowductmg pernod:c lnventoueq s,hall ot be chargcd to the Jomt Account unless agreed to by 1he

Parties.

(.
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ATTACH[D TO AND- MADE A PART OF OP(RATHK;ABRELMLNT
DATFD jULY 1;--1981,
BE TWEEN YATLS PETROLIU“ CORPORATION ET AL POPERATOR",
AND DEPCO, INC., INON-OPERATOR" .

ADDITIONAL INSURANCE PROVISIONS

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

bcnefit and at the oxpensc of the part1es hereto, as followq.

(A) 'Workmen s Compensatlon ‘Insuratce as contemplﬂted by the state in

'uhlch operations w111 “be onducted and Enployer s Liability
Insurance with 11m1ts of mnbt ‘less’ than $100 000,00 per employec.

(B) Public Liabllity Insurance.
Bodily Injury - $500 000 /00" each occurrence.'i
ey ‘Automobile Public Llability'lnéﬁfEnCé:
‘Bodily Injury = $250 000,00 "each persoh, B e
§500,000.00 ‘each occurrence. . ' .

"Property Damage - $100ﬁ606&60‘e§¢hfq¢éureﬁce.

”Except as author;zed by this hxhibitA"D“, Operafor‘ehall not ‘make any charge to“

the joint account for insurance "preijums. ‘Losses not cOVered by Operator s

_1nsurance (or by ‘insurance’ requilcd by thie agreement to be carried for the

benc(it and ‘at the expense of the parties hereto) shall be charged to the

'joint nccount. ‘ \
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“sKall
‘equipger S With -t :
: 0perat1ng Aqreement to whi his’ agreement is attached but the party ‘or pa f185'

Harmless from any and al

EXIBIT “E"

ATTACHED TO AND MADE A PART OF OPERAT { NG AGREEMENT
DATED" JULY 1, 1981,
BE TWEEN YATES PETROLEUM CORPORATIO\V ET AL "OPERAI"OR“
AND D!;PCO INC., "NON-OPERAIOR"

]

The part1es to thie 0perat1ﬁg;’Agreem“” “to wh1ch ‘this agreement is
attached own the work1ng interest in the gas rights underly1nq the Unit ‘Area
covered® by‘such emént in ‘accordance w1th ‘the’ percentaqes ‘of participation as
set forth in Exhibit "A" to tlic Operating Agreement.

In accordance wuth ¢he terms of the 0perat1ng Agreement each party’
‘ . :

unit by the
hal e to take and
de11ver to its or r e s producti owe no. party
shall be entitle “take or de11ver to a purchaser ‘gas prod tion - in excess of
300%0f its current share of the vO1umes capable of,be1,g de11vered‘or “its
iy nt~share of a “ Ui ' 31
body" juri

taking such gas shall own all of the gas de11vered toits or: their purchaser.

ty 7h“t taP:ng“or mgrket1ng 1ts “fulli’i

wing p
vented or 1ost, the total- quan 1ty ‘of . 11qu1d “hy rocarbons recovered thérefrom,
and ‘the monthly and cumulative over and under account of ‘each party.

e gas'is. p e
ake settlement w1th the reSpect1VO‘
Atab?e, Just as’1f

)‘S for roya]ty 5 '
to whom each party is accoUntable. The term roya sha]l 1nc1ude owners
of royalty, overr1d\ng roya1t1es, production ‘payments and” s1m1lar 1nterests.

A

ERIIBIT "E
Page ~1-
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» Aftor uoticc to the Oporator, any party at’ anv time may begin: takinq or
delivering to “1Ls purchaser 1ts full share of the gas produced from a’ proration
unit under which 1t has gas {n. placo’ loqq Such party's share of gas ysed 18 gpora-
tions, vented or lost. In addition to such share, each party, 1nrludfng the Opera-~

tor, unti) 1t -has recovered its gas in place and ‘balaniced the ‘gas account as to

its 1n10rcst, shall be entitled to take or deliver to its purchasor a share of
i{hed by multiplying fmfty percent {(50%) of the {nterest in the curient

numerator of which is the interest in the proration unit of such party with qas
fn place and the denominator of which is the “total ‘percéntage interest in such
proration unit of al) parties with gas in place currently taklng or delivering to

a purchaser. .

o Each party producing and tak1ng or de11ver1ng gas “to its‘bhrchasdr
shall’ ‘pay any and all-production taxes due on such gas.

“be const ued to deny any_party thefr1ght “from time
Limes 3 : to i hasér its ful te''of the
. allowable gas produc,uon?’to ‘meet the de11verab lity tests requtred by its
purchaser, provided 'that said- test should be resonable length, norm%fly not to

- __exceed 72 hours.

*1ntcastate'c mmerce,
sale Of the gas. For gds sold “in 1nterstate
the‘rgte cOIJGCted,:fr "tfme to twme wh1ch L

wh1ch s not u]timately requ1red by said Commwss ] '
al collected amount to be accounted for at su»h time as f.na1 determlnat1on is

made with respect thereto.

i T , alance by
prior to penméncnt discont1nuance ‘of gas productlon from such prorat1

. Nothing herein shall rhqnge or affectlegyh?party s ob]igation to pay
1ts proport1onate share of all c¢costs and liabilities 1ncurred as its share

thereof is'set forth in the Operating Agveément.

to a separatc a4

This agroement ‘shall consti
1 becoma et factiy

tion unit within the UMt Area and _
teris and shall: remam”“in force and effect so long ‘ass per \gr &
which it is attdchcd pafatns n effect, and shall inure to the benefit of and be
b1nd1nq upon the parties hereto, their successors, legal representatives and

assigns.

Exhibit vEY
Page =2~

uction of the party or parties without ‘gas in place by a fraction, the
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(2)

(3)

(4)

)

(6) .

or. underatandlng,wa notice to be provided by thé: agency. contractlng
,offlcer, advising the labor union or vorkers renresenLatlve ‘of the

_in dccordance with proce

AT1A<nlw TO AND MADE A PART OF Ohrnk?ﬂ«:ﬁﬁRFFM?NT
: L DATED JUtY 1, 1941,
BEIWEEN YATES PltzoxttnitonlnwAlloN ET AL VOPERATORY,
AND DEPCO, INC.,"NOV(WFRA1QU'

lxnxnxw o ” , _

EQUAL DMPLOVHIHT 0PPOR1”NITY PROVI)ION

puring Lhe pexformande of this contract, the Operator agrces as follows:

Thc Opcrdtor will" noL discriminate against nny employtc or ‘applicant
for ‘employment beeangse of - race, color, rclxgxon, naiaonnl orxgln or
seX. “The Operator will take affirmative action to ensure CHAL appli=
can s fare enployed, and that cmployces are treated durlng enploymcnt,,
without regard to their race, color, rolquon, national orlgln or seX.
Such action shall include, but not be limited ‘to the f0110h1ng~ “Erploy-
ment, upqzadlng, 6cmoonn, or Lrans sfer, rccruxtncnt or rec1u1tment ad-
vert1$1ng. layoff oxr termination; rites of pay or ‘othér forms of com-
Eion; and selchxon for traxnlng, 1nclud1nq approntlcoshxp The
Op rator agrcc o post in consplcuous placos, availahle to* emp]oveos
and app11Cants “for employncnt notices to he. prov‘oed for the ‘contract-
ing officer settxng forth the provzelons of this non- dxacrlmlnatxon

clavse. - . K - .

placed by or on behalf of the Operator, state: that a]l quallfled appll-
cants will recéive con31derat10n for employnment without Yegard to race,

color, religion, natlonal origin or sex.

The OperatOr w1ll send to each labor union ox representatlve of workﬂre
with which it has -a collectlve balgdlnlng agreement or other contract

Operator's’ commltmcnts under Sectxon 202 of Fxecutive ‘Order 11246 of

 Septemaer 24, 121965, ‘and shall pos copies of- the notlce in consplcuous
places avallable to employees and appllcants for employwcnt. '

23

Ihe Oporator will comply with all’ prov151ons of Eyecutlve ‘Order 11246
of Septembcr 24, 1965, and of the rules, regulat:ons, and relevent orders

of the Secretary of Labor.

by Fmecutlve

:Order 11246 of September 24 1965, and by “the rules, reQulatlohs, ‘and ordexs
‘of the Secretary of Labor,; ox pursuant thereto, and’will permlt access to
“its’ books, records ‘and accounts- by the contractlng agency and the Secretary

of Labor for purp03es of *investigation ‘to ascertain compllance with such
rules, regulatxons, and orders.

“In the event of the Operator'" non- compllanco with the nnn-ﬁvanzm:natlon

clauses of this contract or with any. of such rules, regulatlons,‘or orders,

'thls contract may bha- cancelled, termlnated or suvpendcd in whole or in:part

Aclared’ 1nelzgxble "for further Government contracts
‘és “Authorized in Lrecut;ve Ordex "11246 of
Septcmber 24, 1965, and such other sanctions: may be lmpoeed and - yomedies

and the Operator “may bei

‘invoked as prov;ded 1n ‘Executive Order 11246 of Septenber 24, 1965, or by

rule, regulation, or order of the 50cretary of Labor, ox as otherw;se pro-
vided by law. = ; \ ‘

(o3

Exhibit "F"
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(7) The Opoxntor will: “inclide” lho yrovisions of Paragrnph '(1) Lhrouqh o
{7) in cvery "uhgontruct or purchase order unless oxompted by rules,
regulations, or orders of the Sceretary of Labor issued pursuant to
Scction 204 of rxecutive Order 11246 of SOpLomher 24, 1965, so that
such provisions will be binding upon each ubcontravtor or vendor,
The 0p~rator will take such action with res pcct to any subcontract
or pulchn e ‘order as the contracting agency may divect "as a means of
enforc1ng such provi‘ions 1ncludxng sanctions for non- complxancc-
Provided, howcvcr, ‘that in thé ¢vant the’ 0porator becores involved
in, ‘or is threatched with, lltxgatlon wah a subcontractor or vendor
as a result of such ‘direction by the contractlng agency, the Oporator
may xoquOQt the Unitoed Statbﬂ to entcr 1nto such litigation to pro-

tect the inteérests of the United States.

Opetator acknowlcaqca that 1t may e’ requxzed to lee Qtandard Form 100
(EEO—l) plomulgdted 301nt1y by. Lhc Offxce of Federal Contract’ Compllancc, the
Equal Employment Op‘, tunity Comnxsozon ‘and Plans for Progress with' Joznt ‘Fe-

,portlng CommeLee, Feceful Depot;,ﬂeffcrqonv1lle, Indlana, Hlthln thJ:ty (30)

currenL year and  theru1s comply with'or flle ‘such other compllance reports.
red: under Executive Order 11246, as amendcd and Rules and Re-

'gulatlons adopucd'thereunder.

oPeraLor further acknowlcdges that he may be requxred to dcvelop a wrltLen

affmrmathc actxon ¢ompliance ‘Program as requxred by the Rules and Pegulat:ons

approved by ‘the Secrethry 6f Labor under authorlty of Exécutive Order 11246 and

supply Non—Operators with a copy of such program if they so request.

CERTIFICATION OF NON-SEGREGATED FACTLITIES

“r

Operator assurcs Non-Operators that it @oes not and will not
maintain’ or provxde for its employee any uogreqatedgfac11lkles at ‘any
of . its establlshmcnts,_and that it doos not ‘and W111”not permit its
'employee¢ f erform their sexvices at any’ locatlon, Ander its ‘control,
where ‘segregated- fac;lltxes are malntalnod. - For th1 purpose, it is

rstood'that theé Phrase “"sedragdated facilities" {includes faciliti

B rase “segregated fQClllLles" includes fac:lxtles

‘whlch'are in fact seoreqated on'a’ baszs of race, color, relquon or

_'national origin, bacause of habxt “1ocal custom or otherwise.: It is
’furthe‘ undcrstood and agreed “that malntalnlng or provxdlnq senreqated

‘facilitics forx- ‘its cmployees ‘or pcrmlttlng its empl”yce 5 to perforn their
services at any location uhder its Control where se qa d''facilities
are maintained is a’ vxolatlon ‘of the eqgual opportunlty clause xoqulrcd
by. Executlve Order 11246 of September 24 1965. .

) Operator further understands and’ agrées Lhat ‘a breuch of the
. assurancc hercin conLalned subjects it to the provis ions-of the ‘Order
~at 41 CFR Chapter 60 ‘of the Secretary of Labor dated’ Vay 21, 1968, ‘and
the’ provnslons of the ' cqual opportunity clausc enumerated in contractr
between the Unitedq °tates of Amcrlca angd’ Non-Opﬂrator

_ 'Wﬁ”'ver knowihqiy ahd uilifully maXes any false, fictitious or
fraudulan rcprescntatxon may he lxable to crlminal progecutlon under 18

v.s.C. §1001.

© Exhibit "y
Page 2
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N EETROLEMM,
A7 PR ONGRTION Ay ron eer i

U”\zrn SOUTH: FOURTI G T - ) ; NE ” 81 /] 13-0_
CARTESIA, NEW MEXICO 08210 , {}EV!S]ON 1 T —_—
uumom {5051 748 1331 : ‘ L ATE Moy 14,1 )8.1__
 Lease NAHE. Cuttis "QR" com f1.. . LOCATTON_660/N 66078, Scd. 26-58-24%
" COUNTY. ___Chaves T STATE, Tiew Hexico FIeLn,
Hor1Z0N, Abo Est. ToD-___4500° EsT. SFUD DATE
Est. CoMPLETION DATE DRICLING CONTRACTOR
Pritry OpgecTive: || O I X1 Gas |1 01L AND/OR Gas
PurPoSE : | X1 Dritcine-New || Recomprétion || OTHer (SuppLerENT AFE, ETC
Type WELL : 11 Devevoement - |X! ExeLornToRY , ‘
INT/WC IBLE C()STS o Dry HoLe  CoMPLETIO
I MIT & LEGAL FEES $._200 - $ 200
' : 8800 2300
8 s19/f¢ il ; 85500 _85500
. DAYS 0,4199 /DAY 16400 ~ - .__16400
Q41 'comf°ETION URIT __10_ DAYS @ 81130 /DAY }
9247 STIMULATION o ;
9222 CONTINGENCY o T :
« . ‘TOTAL INTANGIBLES :

ELL EQUIPNEN! QOSTS,

‘ 9301_  CHRISTMAS TREE AND WELL HEAD ‘ - 1200 7300.
02 c/\sms- 13—3/8" 48§ H-40 _ @400" 9500 ~9500
93g2 ; | 8-5/8" 24# K-55  @1500" o 19500 19500
Q02 . =172 9,54 K-55 @4500" . R 35100
8303 . TUBING: __ 2-3/8" 4,74 ]-55 Q4300 : e’ 15900
9304  PACKER ‘& SPECIAL EQUIPMENT » = === 4000 .
9550  CONTINGENCY 18060 4700
, : : TOTﬁL WELL EoUIPMENT i 32000 86000 _
. LEASE & BATTERY EQUIPﬂFbﬂ QOSTS.
3401 PUl e mmmme = booo
9402 v-STORAGE 1210 bbl ‘ '1ded w/stair, walk, fbtgls tnk ----- , 7900, P
9403 'SEPARATION EQ., "”ALVES & FITTINGS S 19800 e
9404 fmmm&mmﬂ S SR o . 4300.°
TOTAL LEASE & BATTERY EQUIP ——— 32000
TOTALS | , ‘$2azooo $ 390000 |

CUNLESS THE NON~-OPERATOR GIVES NOTIFICAT!ON ON ‘THIS FORM QF HIS’ INTENT TO FURNISH Hxs' ;
PROPORT JONATE SHARE IN KlNDo : o 4

YATES PETROLEUP CORPORATION X . SHARE =

BY ,//?4 Aﬂ ) | Nﬁhi.ji/Q70<;7
/ ) . ) B / !:’ ,
/ o /J/i
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The per son to be pooTQd under :

Sec. 23 SNk, SE% e
Sec. 26: NGNE% | <P1f

is JOHN WILLIAM WOOD \ *U '
207 South LaSalle Street |
Chicago 4, 11inois

s e e R
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“HE
July 2 1981
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February

2, 1981

BILL McCAW

INFORMATION ON JOHN WILLIAM WOOD
(r-5-5, R-24-E, Section 23: SE/4, S/2 NE/4
Section 26: N/2 NE/4)

‘Pleasant, Mlchlgan;'

peed dated 11/15/50, Book 146, page 469, from A. E. Butterfield

and Gladys L. Butterfield, his wife, to John William wOod of
209 s.'Lasalle street,_chlcago 4, of Cook County, State of
1llinois, conveying.a 1/16th interest, :

As of 11/3/80, ‘there is no Death Certificate in State of Illinois.

A. E. Butterfleld 1s deceased 1 acquired an 0il & Gas Lease
from" Gladys L. Butterfleld, a wrdow of Tuscon Arizona, for her

1/16th 1nterest

‘Gladys L. Bﬁtteffiéia‘aia*ﬁot know Johr William Wood.

I have contacted through telephone 1nformatlon, all of the
Wood's$ in the Chicago area ‘and have ‘not found any that were
related to or that Know John Wllllam ‘Wood. 1’ contactegd’ numerous
Jaw firms that are in the bulldxng that John William Wood was in
at. ‘209 S. LaSalle street ‘and they had not ever heard of John
Wllllam Wooed. It is a'large building. I also contacted the
Managers of the bulldlng and they 'did ‘not remember a John' Wlllldm N
Wood and do not keep records of their past tenants due to the

size of the bullalng.

Mr. Butterfleld was an attorney. I felt that John’ Wllllam ‘Wood
could p0551b1y be an attorney and there were numerous attorney s
located in that building. I.wrote the Attorney Reglstratlon

Comm;ssxon ‘'of 'I1linois. As of July 21, 1980, the records indi-
cated that John w;llzam Wood is not admitted to practice in the.

state ‘of Illinois.
i
He

‘mr. Bntterf;eld's brother 11ves in Mt. Pleasant Mlchlgan.

' Qf Mr Butterfleld'

.....

Aaid not know John Willlam Wood or’
business associates. :
at one time. ‘I contacted Greag Benford an abstracter in Mt

He did 'remember Mr. Butterf;eld.. He checked

the reCords in that county to-see if Butterf;eld ‘or Wood had
***** that county ‘and found nothlng.

‘givén any deeub O lcuaua in th

I also talked “to an-: attorney in Mt. Pleasant, Mzchlgan that kncw

o Mr. Butterfxeld however, he knew no other buszness associates.

‘Ralph Geror. in Tuscon, Arlzona, was ‘once” Mr Butterfield's
client, and he did pot know any of Mr. Butterfield's assoc;ates.

EXAMINER:HEARING
JULY 2, 1981
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Pging MARTIN YATCS. I
VicE PRESINCNY
N ;&ATE':].-: JOHN A YATLS
. /// PETR-«LEUM VIcE PRESIDENT
w?“ EURPL‘NHT'UN "B W qanh:n -
" 207 SOUTH FOUKTH  STREET sre Jnras
ARTESIA, "NEW MEXICO 88210
TELEPHONE 0% 18 1301
June 2, 1981
! REQUESTED
: William Wood
209 South La Salle Street
Chicago ‘4, Nlinois 60604
Re: Townshlp 5 South Range 24 East NHPM
. Section 23: 3%NEY, SEX
Section '26: . NLUNEY :
. Chaves” County, New nex\co
Dear'Mr wobd'
I am: wr1t1ng?1n regard to your ‘mineral 1nt'rest under “the cap-
“tioned acreage Our records show that ‘you own & 1/16 interest
in‘this area ' ,
We would be 1nté¥e§tedin]easing'fHTS‘acrEagé>fFSH you.
Please call or write me at the above address so we may discuss
terms .
Thank‘you. L e
Veny truly yours,
Randy G Patterson ’ y i
Land Department ‘ o
TN : P
:/(M cu\wau- ; o
‘ T By: Janet Moreau o o
' g S © JM/gat ’ ‘ - S
' o
: ';, ; ’ - aa g
- B, - S, IO R oy e E
T e — T
%t /&nsTrnL:um — .=
i Sl 3 oY
ORPLRATION S .

CLam conen mo. OING - 207 SOUTH 4TH ST

A NEW MEXICO esz10
'}(l- nq ,

' ..\1“‘

‘.. S
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}W"ﬁ,

[

FESIRREIAS Y

ST Chicago 4, N1inois 60604
| ' v .' — ﬁp«-‘gw‘m u"‘ﬂ”"(‘f ‘:
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DATE: July 1, 1981

FROM: ~ Janet Moreau ;
In addition to the search instigated by William J. Hc_Caw I also found:
1. Informatign Centér of Chicago Library could not find any current §
or outdadaddress for Mr. Wood. The last city directory made ‘
for Chicago was in 1929. : e
2. No death certificates from States of Indiana, Califorria, Florida |
or Arizona {Sent to last three in hopes ‘that he retired there).
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CALADL, 1-'0“:;& 610-1977
MODEL FORM OPERATING AGREEMENT

.
. e, e

P
PRI S

PO

'CURTIS "QR" COM. #1

OPERATING AGREEMENT

DATED

Caily 1, 1081,

OPERATOR __YATES PETROIFUM CORPORATION, ET AL

-

East. N.M.P.M,

'CONTRACT AREA ;
| Section 24
Seétion 26:

'COUNTY OR PARISH OF __Chaves _

COPYRIGHT 1977 == “ALL RIGHTS RESERVED
. AMERICAN  ASSOCIATION OF PETROLEUM LANDPEN
. APDROVED FORM. . AAP.L NO. 810 - 1977 L

MAY LE OKDLRED DIRLCTLY FROM THE PUGLISHER

KRAFTOILT PRODUCTS, BOX 800, TULSA' 74101

. EXHIBIT NG. 4

" CAS ,.7290
EXAMINERHEARING
JULY 2, 1987
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AALL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1972

()I’LRA i h\'(‘ A(:Rl 1 Ml Nl

THIS AGIE B SNT, entored iiite’ by and etseeen _ YM"" PITROU'UM COX‘I’ORATKN' PRI

_New Mexico cor poxation. 207 S_. ath .)Lropt.,m Luuxa, NM L herenvftor desinited and

referred (o' as ()pm.\hn wand the \u-natmv party or p.tr(w\ olhct than Opu ator, sometimes hereinalter
referriad 1o Individually Jierein HES “Non-Opoyitor ™, singd collectively as "Non ()pvmlox.s y

WITNESSETIL

L - R - - R S X T

, WHLRLAG The par!ncc lo !)u\ .:;,uv.-men! “are ownors of “oi) .md “pas lvaco .md ‘or oil and FLER in-
v terests in lho 1and id¢ ntificd” m l-‘\hxbu SA™ and the parncx huroln lm\u rc:uhvd .m aprcemient to explore
12 and develop thc-u leases and or wil and gas interests for the ploduct)on “of ‘oil-und pas to the ‘extent ‘and

13 as hercinafter prqxldocl

14 : o o

15 NOW, THEREFORE, it is agreed as follows:

16 ‘. , : i

17 . : mmc‘u: L R

18 ’ R 3 DLPh\'lTIO\b
19 . : : . :
g ‘As’ used in ihis ‘dx’.ﬁ‘oérn‘éht 1hc follov"m‘g woid< .md tm ms shall hau the mo.nung,'; herve .\scribéd ’

21 1o them: e ST
22 A The ‘term Y6l a "d‘gqs
23 or g'xe.oous hvduoc.\ibons “and. other - m ' chb!e su
24 limit the’ mclusnonoss of this 1mm is spécifically stated. : L
25 . B.The terms “oil and ’paslease”, “lease™ und * lmsehold shall mean thc o'l .ind L,:K lc.\sux co'\'
26 ermg t:.u.ts of lnnd’ N w:(hm ‘the’ C‘ontract Alea \\'hxch are’ ow ned” b\'u; '
shall “incan “unlcased  fee ‘and “mMind

iccs produccd ﬂmm\\'lth un]ecs an mtcnt 1o

al "mteresl.x in hacls of

217 C, The 1crm oxl and gas mtoncsls",k

28 ; y 'hlch me O)vned b\ par hcs (o 1h|< m.,mcmcnt
29 : '

30 and g;\s interests’ m

31  Such lands, oxl and
s

‘34 a dr S m be the dn!lxm, umt cdS " (’abllshcd by the' paucrn of du]hng in the Contl.\d Aer
35 or as fixed by c\prcss agmemcnt of 'the’ Du])m" P..u ties.

36 M O The ‘term’ “@rilisite" ‘shall “inean 1he oil and gas lcase or mtcncsl on \\hlch a: ploposed \\'cll s to
37  De localed. . : . .

38 G, ’I‘hc 1erms “Dx |]l1m, Pwrty” "and "Conscntmg Parly"™ ’shal‘ mean a parl\ w ho a“rees {o join in-
39 and pay'its ‘share of the cost of ‘any operahon conduc!cd under e’ plovxe)ons of lh:s agxccmcnl

40 - H. The !erms Non-Dnllx 18 énh" “and “Non- Conscmmg Party” sha!l mc'm a ‘party’ who e!ccts
41 - not 10 participate in ‘4 pmposcd operatxon

42 :

43 : Unlese the conlcxt otherwxse clem}y mdxcates wo;ds used in the smgulax mcludc the k'p!ural tﬁc

‘44 plura! includes the’ singular, and the neuter gcndc' includes thc maseu]me and the fcmmmc

AR L

JALL XA Y00,

" EXNIBITS
. Thc followmg exhzblls as mdicalcd bclow and attached hcneto. are, mcorpowaled in and made a

; ;:lndo me fouowmg information:
tlflé:'nion of )ands subjcct to ag:cc-mcnt

Non Dlscl im

61 5 F. Exhibit “F",

. ~ i al ov!s;on cnn!mnt-d
04_: in ﬂw lmdy of lln-;'uwoumr'nt the ])l ‘Ovisions in Qsey hndy of lhls dmvcmcm shall’ prevail,
e85 : , i ;
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S DI LW -

5 agreement. U n fcis'-

AR'“(‘I l: IH
e S INTERESTS O) i‘;\lt PIES

A, O and Ghis Intorests:

I any |mn\- nwm an unleased oil :md s interest in lhc Conu.ut Aréa, that interost shall Lo

hvn(od for lhu pmpOso of {hix apreemont aned duifring the termy’ hereof s if it wWere aleased “inferest
under the form-of ‘oil and “jmy® h'uw nll.nchml as Exhilnt "B As to xuch interest, ‘the owner shall re-
ceive rovalty "ot 'production as pr eseribed in ‘the fatm of Bi) nnd n.m Jeiuse .cu'lchml hcrclo as E\iublt
“B”, Such party: shall, howevey, be subjcu to all of the pxovmous ‘of "N\ .ngrccmout ro :\hiﬁg to lessces,
1o the extent that it owns the lessce interest, . . :

&

B. Interest of Partics in Cas(.( i\;ﬁd'l’ruduc!ibn:

Exhibit "Af' lists al of the partlcs and lhon' |o'=poch\ ¢ porccnlnw or fr 'iclmna] mlolcsls undcr lhns

find material .\cqunod in operations on lhe

i Contl.lcl Arvca’ \h-.l” bc ()\\-ncd b\' the p'nlms \'n  ' i mleu-\t’sﬁaro sho“ n, m E\hlbu "A" AN pxoducf

h(‘l co‘ PTON 1dvd howc\‘cn lhh sinll nol bc doomcd an a<sngnm(‘rl or cmu-nselgnmem of mlelests cov-
* ered hereby:

TITLES

A. Title Examination:
'Tlllc c\'umnahon '<h'ﬂ| be madu on lhe drxllcxtu of anv propoqod “cll ‘prior to commcncement of
‘almnc or. lf lhe Dnlhng Parhes so rcquesl ht]o (-\amm:\hon <lmll bc madc on lhe lcnsae

: Copws of all I oplmons §hall'bc Tir mel fd'lo ‘cach’ p'nty hereto The cost incurred by’ Operalor in
“this" tluc prog:am sh.m be borne as follows:

- N
jO

43
44

3 51

"Opcrator slnn make no chmgc rdr serviées réndcrcd by its slaff

‘couducl of ho::

1 ha% lwuB «-.s: unim

prehmman, supp [} al “shutin gns m\ﬁltv opmmm :mﬂ i U.uo Tllc op)monr) shall be’ a
part-of the: i\dmm"hw' LTS Proviacd’in Exhibit “C." and shall niol be a direct; ch.xrge ‘whethei

ot

m M+ \::_r}ul::‘i,\..‘- obebop i b sed Aot VIRYINTIPLI 2 -|(f>|uu_.\1b

c lhe mtexest of cach
F‘\:hxbxt “A"

perfor mance of the ‘above funcllons

‘shall hot prc\'ml

No we Il

B, Loss‘ of Witle:

U1 Failae of Tl Shiould any il and s indevest ¢
f.nlluw of mh-. which ™ loss rexits in-n rwlm-lirm olinlerest !
moent, neverllodes, “shiall Contiivie in’ Toreeag {0 e liiiiﬂ’}"‘ ‘nil"uul s l(-u-.t-s uml imm ‘of ts. nnrl

(u) Phe paity whoseoit” and a8 Jeise o interest s affeeted by lhc- title foilure shinl bear alone

the entlye Joss and JU sl ol be entitig (o n-mvm' from Opoeralod oF the other p.ulw uny’ tlf-wlopmont' :

..2.

cham.cd b\' o(hcr plovmons a" “costs and liabilities incurred in opmahom \mdor”

RS\ PGS WERE 2P0 909 uuuu.yuij r\.-m. TR SO OV TTU PO 1“4, VN ORPVIV: B3T3 )- e -..m,mun \M

PO
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S on ‘the Cbnl‘mcx Area is mcu\awd by

[
', €

“ure (l
the pal ues shal! be' retiséd ‘orf an’ acreage basis, 6ffec(ive as of the date’of termmahon of t}-c le'lsn =

'YNI‘ES Pl"I‘ROLEUM CORI’ORATION, 207 So\)th 4th treet, Artef;m. N 88210

“duet 1wl such oper,
1o the oth_(-x' purtics fm lo-.s(s ~.u«Hincd of h.xhildit-f"mv

AADL FORM 610 - MODEL FORM OPERATING AGREENENT - 1977

A whieh it ‘may have. llwwlu{m.\p}}u! hut llww \h.:)l be. no monetary Nability on il
othier partics heveto for deilting, dovelopnont, upcmtmr or ollior siniflar costs by veuson.of

purt (o the

steh title {dilure; find

(b) Thére shall ‘be no vetroaetive wdjustment of expenses iewred or Foveinies received hom he
operation of tho intérest swhich hos been'lost, but the intevests of the |mnw< shithl be revised on nn Hig
binsis, o5 of the time it s deteripined Tinally thit il failire has veenried, so that the intérest of
the party whaose k'.N- or inteyest is .\ffuclvd by the title {.ululc will (hvu‘:nﬂol be Fedueed in the Contract
Area bv (lw .mwunt of ‘The inferest lost; and
(c) i !l\o prom:lmn.s(c interest-of the ofher ])'llho\ lwmlo in .uw producing \\oll(hcxetotorc dvilled
‘roagon of the tithe f.ul'uo. the pary whose: 1itlé” has f'ulod shall
HOLEASE In suelh inforests ‘(liss  costs and buuh:ns attributable

receive the p:ucccds attributable to th

»‘thcwtu) until it “has been reimbursed fnr unrecov el “costs p.nd by it'in connc(llou with such well;

and-
(d) Shauld any po:san nol a pirty to this a;,rcomenl w ho is dolcrmmed to b thc owner of any in-

tolcst inithe’ tlllo which has f'uled pay in any manner any’ pa.l of thc cost of’ opol auon dg\'c}opnwnl
or oqmpnwnt sueh ammount shall’ be paid to the party or parltes who bore the costs whieh are so refind-
cd ‘and

“{e) Any lmbxhty o ac('ount 10 :1 lhnd p'n'ty for pnoz pxoduchou of oil "and ;,’N \\hlch antc~ b\'
reason o{ hllc fmlurc elmll bc bornc by the party or parties in the same proportions n \\ hxch they sh.ncd

‘2. -Loss by ‘Non= Pa\mcnl ar Enonc-om Pd\ nicht of Amouut Duc: If, lhfbugh mistake ox"‘dvbr»:ivht
any rcnlal shut-in’ \\ell pa3n1cnt mmxmum m)a]ly Or Foy’ ally “Bavment, is not paid or is enoncouﬂ\
paid, and-as-a “rosult a lease ‘or mtelest {herein tcunnmlm there <h.m bt no monotm AYe 'xabnhty against
the p:uly who Luled lo'v"akc such’ pnymcnt Unless {he’ pml) who' failed: o mako ‘the 1cqunod pa\ ent
<¢curc< ;t hew” lcasc covcrmg the same intérest” within mnel) (90) diys from the' rh~c0\cu or the Tail-
ake plopc: pa\'mont wh:ch acqumhon will not “be’ sub_)ccl 16 Artiele VIILB., tho intcrests of

vo]ved. anrl the party ‘who 'tdiled 16 make plopcx pa\mom \\mfno longer be c:ed)lcd with®an inférest in

“the Con{mct Alea ‘on’ accotit of ownershlp of the lease. or “inférest which has’ tclmmatcd In the cvent
the pany who failed’ to' make the requnéd paymenl shall'not ha\e been fulh 1éimbmst at {theé time of

the loss, from-the pxoceeds ot the sale of- oxl and ‘gas a Batable to the Jost - interest, caleulated on. an
acreage basis, for the de\e]opment and. oper atmg costs ‘theretoforc paid-on account of such interest; it
shall ‘be’ rcnmburscd foF “tinrceoveled actual costs th o.tofcrc ‘paid By it (but not for' its share of’ {the
cost of any dry hole prcwouély di‘x]led ‘oF wi‘]ls prcvnou<ly abandoncd) {rom so mich of the followmg
as is necessary to cf[cct relmbursement :

(a) Procecds of oil #nd gas, - less opcralmg e\pcnseq therctofoxc acerued to the uedxt of the !ost

interest; on ‘an“acreage basis »up to the umounl of unrecovered costs; >
‘ _‘ccr cd atuxbutable to thc ;os!

1ntcrest on :m

uld be alt: 1bmable
iférest on an’ acreagc basxs, up to the amount o[ unreso cred ‘costs, the” procccds of qmd

poztnon of the o:l ‘and gas 1o be ‘donliibuted “by” the other parties in: pro oportion 1o their 1espcchvc m- ‘

terests; and
{¢)- ‘Any’ monies, up to the’ amount ‘of unrccovered cosls, that may be p‘ud by any party \aho is, or
bccomcs the owner of the mtcrcst lost, for the pnw]cgc of parlxcxpa(mg in“the’ Contmcl Arca or be-

commg' a puriy- lo this am cement

3. Olher_Losses: Al‘l Josses incurfed, other thun fihoce set’ ‘forth in Atticles IV.B1. and 1V.B.2.
abovc. shull not be ’cc xdercd fmlurc of title’ but sh.cll be Jomt ios';m .md shall ‘be~borne by all parties

: a ! ,
N propomon 1o their interests. - There: sha]l be no :eud_)uslmom of “inferests’in tho xcmammg poxlxon ‘of

the Cottract Arca,. . - S

Wi

mmcw > o o £

om.lm'x‘ou o
J . ro
A DE hl(-NATION AP1ES o1 orE ;m-mn- . -

lhc (,onh.:(t Avea’ .1" pvnmllod .mdbwqmradfh

5
3

inrr-d cvccm such us may resait fmm um‘.s
. K L . ,. )

neplipeies or willful misconduct,

t:ha 1 »)w l);e‘

[ R

e e T ) i e
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T Kesignatlon” or” Removal of Operator il Selectioii’ of Successir; ]

Ru\u;_‘?'mlnn or Rvnm\'.ﬂ of (')pm .nim" Operator Ty resi at .uw limv by’ m\mg \\li"(‘ll l\ﬂllC(‘
: llu‘nof 10 Nons (mc-t.lt(n\ 1f ()pm.c(m Terminates its 1oyl c\l\lonco. Nno !on;‘vl m\m an interest ine the
Cnnh‘.wt Area, or is no longer capable of wingr as Oper ator, it shall coase (o be’ ()pvl o without any
action” by Non-Opu .mn. excopt the selectionof a ﬂh'('(-'nm Operator miay be renioved “if it fails or
vl its dutics hereundor, or: Tecomes insolvent, b.mknlpl or s placed in wccncrsh:p

refuses 10 ¢y »
by the .lf{u'm.atl\'c vate of two (2) or more Nop-Operators owning a jox ity interest bascd on“ownor-
.unin‘p'arior c\cludmg the voling

slnp as shown on Exhibit "A". and not on 1he nimber of p.lliu‘\ rcm
10 - inferest-of Opcmlm Such’ rc\u,n.mon o’ u\moml shall ‘not hcmnw effective. untitv’7 00 oclock AN,
11 on. lhc ms ‘d'uy of u;c c.nh-mhr month followm;' lhc (\\pnatmn nf ninolv (90) d.ns after the giving of

wwda-.vauw-{

val® of Opomlm a succc~<ox Op~
h.]" beselécted fr om the )
'or is coloctcd Ifk the Opo

18 2. s’t-‘u-*énon of "éua-osm“r“éjf‘ :

19 - erafor shall e’ solt-cl"‘l”b\ the l'm 10‘! The eucce«ox Opu‘a(or
20 ‘an- intere 'm the Co {Arcd a( lhc tlme such sucwsmv Op
21 s’y d fails lo vote ox votes. onl\' to s

22 afﬁ nat \’olc of lw (2 or Y :
23 jon !:.\hlhxt A",'und not on the numbicrof. p.n‘hes remaining aflu cxcludmg thc \ohng mtmoﬂt “of ‘the

24 - ’Qpcmtm lhaL was removed,

126 - C. Eniplovees:

28 The numbcr of emplovocs uscd by Opcra(or m conduclmg 'opcrauons hexcundox 1hou se]éci:’on

.30 and all such’ employcos shal] be the cmp]oyces of ODOI ator.

32 D ,Drimngrcomm'cts: ~ ‘ TP : o !
33 . B ‘ . -

s et o e Ko

39 ‘cnstomary ‘and usual in the arca "m contracts ‘of mdcpendcx( contnaclor:, veho are domg \t.or)\ of a sim-
40 ilar natuxe . . . : . ) i

42 g : ‘ARTICLE VI.
43 . , ‘  DRILEING AND DEVELOPMENT

. Onor before the__ k]st’ day of October ,_1981,»'0pq‘ramr‘shan commence the drill-
48 ing of a well for oil and gas at the fol'lo“':ing IOCation' o .

50 3 » Township“5 Soiith, Range 24 East N, M.P. M, o
51 v ~ Section 26: NEL R I

i

45 A.” Initial Well: o o ; o ST ;
i N N N . an - . N _— - R ) . by ;

H

53 and shall 1hcl'eaflcr contmuc the ‘drilling of the well with due dihgvncc to adequater test the Abo
54 formatmn. : . -

'holc. whwh

2 ﬂw

his .4;::001)1(”
L] R whl(-h c-vvnt ‘Opsiator shull "be )emmvrl lo’
- 65 lcsl nnly lhc l’mm.nhnn ‘or rurm.ulmm to which ‘hi\: .’A"rwm( gi]| m.n\' n:mly R . ‘
66 , . R . :
g7 If, in O)mi}‘ulrii"e{judum’c-'m he wall witl nni pmdnu« i m ;v' ! ¢
68  to plu;l und .nmmlun he well as o dry Iml(" it \h.\ll hr«t seenre; fh(- mnwnt of .nll p.nbu." and “shall
60 plug und “ibihddn “samie s provided in Article’ VL1 Terenf. ‘ oo e, ;

"0 . ' ‘/ . ‘.-..'.-. LR AT .‘,.- " l‘..-.
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13
14
15
16

32

LE

64

06

o
a1
.68

a9
70

_ Sunday or Jega) holida¥s.

‘»encumbx ANCUS of every kmd created by or .msmg 1ro

‘h)lelt‘\l in"the: well nnd -:h.xrc of produ‘c'
vcnlcul.uod ‘althe well,

- ‘shall equal tlm (otal"of the foHong

oqmpmont l)cvond ﬂu- wlllwul c

B, Subseqiient Opetitions: B et

1. Praoposed O;u-n ations: Shoull any pmt\' hereto desive to drill any well ‘oh tho C(mlmcl Aren
other lh.m D \wll mmuh-d for in: Article V). Aor Lo rew ovk] doecpen or plun h.u K a dry hole diitled
at the joint expense of alrirtics or a well joinly ownid' by all the partics and nnl"]_wn vrotucing
in paying qui mnln'\ e party desiving to dist rework; dw;w:' oF pline back ‘such .u'\\cll ;h.ll! ive the
other’ p.ulwx written aotice of “the mopmvd operation, *p(‘t‘lf\'!m, the -work to be P yemed, the looi-
tion, - pr o;mwd “depth, oluwh\-o fom‘l.llmn ‘and 7 (he estim: m-d mct “of (he operation. The parties receiv-
ing such & notice shall ‘have thirty ("m) “days after roceipt: of llu- notice within ‘Which to notify the
partics \\Nnnn to do the \mrk wlwﬂwl hey eleet to p.ntlupatc m ‘the cost of thc pmposcd ‘opet ration.
Ifa drillm;. rip is on lm-:mon nouco m’ plopm.nl to rework, plug back or “drill’ dovpor may be’ [,n ch
-xpnn\o'ponod «hall be limitdd ta fort\‘ olght (-}8) hoiirs; c\chr-l\c of S;stuuh\
\ 9 .n"i\ réceiving: el noncc 10 eply within 1hc pormd above fixed
shall’ conshmto an’ dlection b\- that p.n(\ not- 1o paftxup e in the cost of the' pmpmcd op-:mnon Any
nolice or response g:\ on b) 1clcphom- shall bé promptly confirmed in Writing,

by (clophonv ‘and the

2 Opox‘ attons bv; Lccs {han All P'nhc<

VIBI or -‘VLE.). olcctq nol RI:E p.u'lmp.nc in the' pl oposcd opcmuon Ihcn.: in oxdcr 10 be enhtlcd 10,

lxt\* o parlu-e givi
aall \\llhm six

lhc bcnoflh of 1lus arl:clc 1hoy
te in [he opelaho ‘

Conseulmg l’mhce. pw\ ldcd ho“ovcl |f no' dnllmgr rig or olhcx 'equlpmcm is‘on loc'mon and )f Op-
(.rntox is a Non- Conc . Party, lho (‘on:ommﬂ l’axhes" ll ‘cither? (a) request’ Operator to' pm form

nale ‘one ('ly)yof Conqontmg l’axhc% as Operator {o pm form: <uc)
ondur:hngr opeml $7on the Coniract Axea pursuant 16 is ‘Article VIB2., shall comply withal 16rms

and conditions m’ this af..lccmonl

sy

’ : lf lcss thnn nll pmhc< appxove anv pmpOScd operalxon 1he propoemg party :mmedxately aftex lhe

of” the mt:m appr ovmg such opcrauon, and (b) us rccommendzit:on as 16" uhethm ‘the Consentmg Par-
- ties shiould’ P ‘oceed’ Wwith- the ‘operation as- pwposcd E.ich ‘Consentling P:mv' wWitliip fortv c:ght (48)
hours™ (e\:c)uswo of Salunda\, Sundav or. logal holxda)%) after 1ccc:pt of such notice, shall’
_px oposmg irnty of ﬂs dcsxrc {o0" (a) hmxt pamcxpatxon to such party 's mtcres( ass ow

on E.\h:bxt “AV,

.or (h) canv :ts'pi‘oporhonalc part ‘of Non Consemmg Pmtles interest. The pro L nq pa)ty‘ at- lits
clec(non. y may ‘Withdraw such 'proposil if there-is- insufficient participation, and shan prompi]y nofify

all paitics of such decision,

The. tne cost and risk of conductmg such operahons <hall be boine bv the Conséniing Parties in

the propoxuons thcy have elecled o bear same imder»}he ier m= of lhe precedm praﬂrdpll Conscnum, :

Parties shall'Keep “the: lcas‘chold cstalcs xmo]vcd in "uch opeﬁanohq !rcc clear ‘of ll lxcns and

an opchtmn n\qn!h ina rh‘v hote, the Consommﬁ Partxos e.
‘cost; usk .md cxpcmo I 'my well drmcd

oductmn

ta\cﬁ Yoy m\' \'C'l'l‘ld :my md othcr mu-rcm o>.| ‘on lho cffccuve date hercof( e out of
‘or" mc.xsurcd Iw th 'prnducllon from such well ‘aceruing with rc':pccl to “such :ntcxmt unm it reverts)

)

or mr

. , . N
(a) 1000 of v:wh auch Non C‘omvnlnuf I’m ty< share” nr the cml of .'mv nowlv@”qu:rcd smmm
ncchnm (nu-lu'lnu“ Iml not lmn(vd“lo ‘-,,"C*‘ 1“, ks, scp.u.nlél.»

::im'\higs ‘of 1Im"‘u§cx'uiio‘n. anil
S

(b) 300 6" 4t that peartient ol um ooty un(l Lxm-nws of drmim' rowmkinp, dw;wmng “or plum'hw

back, lesting :md completings;. nfler dmluvhn;, my ‘eush contribulions received wider Avtivle Vlﬂ Cand

» v : Y

required” bv ‘such mopoccd opemucm for the aceount ‘of tho Con~enhng Partxc or (b) desig-
! ork. Conscnting Paruos. when'

i i st o o

S

1 et
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5
54 ,
" localed elsewherd on he Contract Avea is’ producing, unless such well coriforms to the’ lhon-omstmg

55
56

87

58
59
60

61
62

G3
64
65

o on

67
08
69

C 0

‘»300 % of that portioh of ilw cost
hed connections), w hich wotld have been clmuumbk' to saely Nnn-(,onwnhnp Pasly it fiad- ])“Hhci-“”"

DM I B e

: bé pel rmitied (6° usc. ‘free of ‘cost,’
: p]'

“owners “theréof, with “each parly  refeiving ‘ils  proportionate” part in. kind or in value, Jess cost of

’duclmg the operatxons for“ithe’ Comentmg Par“cs shall fur nish each NoneConscnhng Party \\'nh“.

“shall’ be. crcdllcd égamst lhe total’ unreturned cosls of the work done ‘ahd of the eqmpmcnt pur
in detexmmmg when the- m!erest ‘of such’ I\on—Consenlmg Parly ‘shall ‘revert’to it ‘as “above" ‘pravided;
K and if thére is a ércdit balancc it sha]l be paid 10 such Non-Consenting party. :

[

C. Ri(f'li( to" Take Production in Kind:

0( newly ncquilod _equipment in he well (m and m(-!m!m,, the wel)-

pated thercin,

_Gas production .n'l'hibuminlo o any ‘Non - Consenting Party's relinquished inferest itpon sueh Party's
olcchon. slmll be sold foits pun-h.tsm. it available; under “the terms ‘of “its “existing ‘pas sales con-
tract, “Suely Nnn-(‘omm\luw Party shall diveet” ue p\nch.u-m to r}‘mlt the ))IO(‘(‘(‘d\ wcm\"\ble from
such sale dircct fo the Consenting Parties until (he amounts provided for in this. Aruclu are recov-
cred from ‘the Noh -Conscmnix," l’mtv" lclmqmshud interest, If quch Non - (,onscnlmg Party his not
conh.lclcd {or sale of ils gas at the time such pas-is avail \bk- for doh\e:\ ‘or has' fHot m.xdo the elee-
tion as pr ovldcd above, the Consenting Paitics shall own’ “and Le cnmled to reccive and sell such Non-
Conxcnlmg Parlys share of gas-as hereinabove provided duoving ‘the wcoupmonl porwd

Diiring the period of time Concenhng P'xrlms aro entitled 1o Teceive Non Comcnlmg Pml) s “share

of pxoduc(xon or‘the pxocceds lhcxoﬁom. Con'wnhng Partics shall” be xccpomlblo for (he paymoent of

Can pmduchon severance, galhormg 'md othor taxes, and all 10\-alty me:ud_mg royally and  other

burdens ﬁpphcnblc to ‘Non-Consenling’ Partys share of pxoduchon

In the c1sc of any rew

a)l‘such cquxpment shall “Fémain unchan;,ed and upr:m abandonment ot @ well aﬂer such :gx\oxhing
“'gmg back or dooper dul]mg, the Comentmg P'uhcs shall account ‘for 4l such - cqiipmient: to the

salvage.

mer the complehon of amv opena(xon undel this Amclc the pan\'con-

Wlthm smlyf 60) days

\cniory of thé qhiipment in' “and connoctcd to the w ell‘ 'md an itemized statement of lhe cost of dr ling,

deepemng,

g ‘Patics arc Leing
1 Par 1ids chan farn-

tnme the Conscnt

rexmbun sed as ‘provided above, the Party condieling lhe opez’a

dsh” the Non-Conscntmg Parhos with an xtemxzcd statement 6f ‘all’‘costs and lnblhucs mcuned in the
: operation of the well, tocfethex w nh 2 statcmem' ‘of the quanmy of oil'and gas pxoducéd from it angd’ the =
amount of proceeds realized from the sale’of (he well's wor king mlcl est producllon during lhe preceding

month In dctcrmmmg the qmmt:ty of oil and gas’ producc-d “during any month,’ Consen(mg Pa;t:cs
sha]l ‘Use mdustry acceptcd methods such as, But” notv" mited 1o, metering ‘or penodnc wcll tosts. Ahy
amounl rcahzed fromthe sale or othcl dxsposmon of equxpment ncwly acqulred i comhection “with ‘any

such operauon whxch would have bien owhed by a ‘Noh= Consentmg Paity’ ‘had'i ed ‘therein
'-”Si:‘d,

-

If and whon the Comenlmg Parhes recovcr from a Non-COnscnhng Partys rel:nqumhcd mtcxcst

; : nggmg back of s-ud well. ‘There ftcr. such’ Non—Cons v
chargod wzlh and' shall’” pay its’ pmnoruonale ‘part of” tihe ‘flrihar costs “of ‘the operatnon ‘of sa:d \vcn in-
. accordance with the lerms of this agrcemenl ‘and the Accountnw Procedure, attached. herelo,

ics, no wc]ls hall fm complctcd m or produced ﬂ om o source of - supply rrom whxch a well

well spacing pauern for ‘such source of supply, S
I . . : b_fu'&

{o (h ’rcwmkum, d(-r\pcmn;, .md phmmm- buck of sueh mlfml wc-il ,nf buch wcll is* or: thcnonrtcr s‘.h.nll.

prove to be a d:y hole or non-consmercial wll, after havinp bc-on ‘arilled 16 e depth specincu in ml:c)c
VI A, .
. 3 ‘ x l& ‘
: At :,l

vo)opmum nml p

pmdudion un.nvmd
sition by hiny party of e proportionile share of the produetion mhall be borne by’ such Parly, Any -

-ﬁ-

'pluggmg back; teshvng. completmg, and oqu:ppnu, “the well for produchon or, at its opl:on.l
: _the operating alty, in “Jieuw” of an’ ilémized slateiment of such ¢6sts ol ‘operation;” may <ub :
statement of miorithly billings. Each MmNt thereafter, during ‘the i

.m;' om mum d])d p:(p.zlim, :mtl u«-uin;' oil’ fm mmkclim' pmpo ey und'.
ably - Inst, Any Nt e\cpc atliture’ Menrred inithe lukmr in kind or separate dn\po- ;
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“partytaking fs sh.m' of - |nu|hwhun in lund .\h.\ll he ununod lo pay Im unly u-. ;i.opmhunalc shive -
of suteh part of Opcrialors surfuee f.wilnu-s whiich it uses, :

Each party shall exeette: suely’ division orders and mnh.w(s us may. be nvcmsaw for the sale of its
intcuw( in. pmdmlmn Trom the Conteédet Aréa, aivd, o\wm as pyovided iy Armlo Vi, B shall be entiiled
10 reevive padmcnt diveet from’ the purchaser ‘tticreof for its share of .xll ‘production.

In the eveat any party shall fail 16 make the mmnimm‘nis necessary 1o take in kind or wpamto)y
d:spmv of its proportidnate share of ihe oil aml gas pmduwd h‘nm thc (,ouu.u't Axca. Opor:\!or shall huve
310 the vight, subject to thie Fevoration at will by the: par(y awWningir, Biaf 1ot the oh!i{fa’lmn 1 purcha'w sueh
“oi} and past ‘or- sell it to others :\l :nw time and from time: lo finve, for the account of the non= mkmv

12 paiity at {he bost” hx ice obtainuble in” the avea for such mlucuon Anysuch plifeliasi or sale by Op-
13 crafor shall ‘Lo sub)ccl always to the! f;,h! of the ow ner of: lhcfp!oductmn 1o cxereise ‘aany hmc its
14 u(..ht 10 take in kind, or Sepirately d1<po~e of, its: sh:uo of .lll 01} and “gas not previously dolnolod foa
215 purchaser. -Any: much {5¢ or salo b\ Opcn.uox of any “other’ ‘Paily's shirve of oil and gas shall be onl\' for
16 such reasonable periods of mno a8 are cons sistont \\'l“l ‘the minimum necds of “the mdus ry undox “the
17 part:culm cncumql.mcce but in no-event for a pcnod in oNcess o{ .onec (1) ‘ca: No(with 1a‘ndmc the

Wt =Sty b L0 w

) 18 l‘orc;,omg. Operator shall not n}.nkc a sale, mcludm-f ane m(u interstale commcrcc. of any other p'\rt) s
19 share of gas production” without first’ ‘giving ‘such other party thirty (30) days noncc of stch inténded .
207 sale. : !
21
22 @
‘23 i
24 : ;
95 Area Loa puxch'isu\ whiel doas not at :my time wl:llc this aprednient is jn c‘fﬁ_ct t~1kc the :
26 full shive of gas AULFIbGEabYe to: the ‘Incerest of such party, then in'any ‘suchcveént’ the i
L EY e s and condic!one of:thé¢ Gas Bal ;ncing ‘Asroémént attached hereto as Exhibic “E" and :
2; incorporated hercin shall automatically become cffectivc. s H
29 D. Access to Conlract A‘r'(-'a"i\‘lid Inl‘or‘m‘:(hoi‘i’: .i
30 . : , . : ; .,
31 Each parly shall have access to thc Contract’ Area at all )oaﬁonablc timos.  at ‘its sole risk (o m=pect .
32 or observc opem( s, and éhall have dccess at” 1eason.|blc times {o° mformatxon pertmmng {o’ tho de- - .
33 \'elopmcnt or’ opcra(non' 1he|eof including “Operalor’s books ang’ 1ec0:ds relafing lhcrc'q Operator, upon
‘34 roqucs( sha" l‘urnzsh each of the ather p'u(xes with copxcs of all forms or report filéa v xlh govern-
35 -mental agencies, daily dnlhng xeports well jogs, tank’ tables, daz}y gauge’ and runlickels ?nd xopmts :
36 of slock on hand at {he’ ‘first of each, month; and sha)l°- make available samp)es of any cores or ciillings
37 : ‘oM any‘wcl} ‘drilicd: on the Contracl Area. Thc cost of gathering- and furmshmg information {o ’
38 jI\“on-—O;:wela{m othcr than that’ specxfncd above, shall be char ged to the Noi- Operator thal r0quesls he
39 - information. RN
. 40 ! ‘ ‘A,x ) o
‘41 E. Abandenment of Wells: : 3 - R _ ' : . ‘ »
42 ' ‘ . " ' B
43 i
44 :
45 é
-46“ ‘::
|

47 (e\c]uswc of Satuxday Sunday or legal holld'l’)"ﬁ) aficx :ccelpt o! nohcc or the proposul 16" plug - and
‘abandon such wcn wch mrlv cha)! be decmcd lo have conscnbd to lhe pxopoced abandonmcnt A)l

"Joc(s to ll:e pluggmg and-al
52 further opmahonq in search of &il :md ‘o) gas subJecl to 'the prowsxons of A)llcle VIB

8§ SHIVY
f },\hilm “C" Jess lhc csl)m.alv(l’
’.m(l nhbndunim' 2 arh .-h.mdohim, party - shull
: ny u\)no'-s or mphml. as {o nne_ orns lolqu.mtntv.

G Wy -f .1‘ ',}mld ce.l.uv 1 o, hutm\ly .
O TG m.nl:mw ten opt-n o pmd( o I RGrent of (e ah v isor incitides
68 on ml .md gas interest, such Pavtveshiidl ('M.'(II((' indd delivey o the: nnn- 1he nulonlnr Piily or parlics.an

69 . oil’ Tined ;' s leise,’ Hmiled th the mlt*rwl Oy ity v.ult. of the forination or fmm.lllmn hiely oficl o7 plmluv— .

10 lion furn (e of one year and so lmw thereifer us ol and/or jrus iy produced from the fateival or infer-
' )

-
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“wvals nf the fon m.uiuu or fmm nlmm uwvu'd the '-h\" ~m'h o
nlrl : e o] .

-v"(n I‘c m\" (L fm m a((m‘hml ns l-.\hﬂ»lt

T!iero shill Lo no Feidjustinent

the m-ncul.\;:vs of p.nlulp.m()n in the (‘nnlmvl Aren of all assipgnees,
of ‘interest in the remuining portion of the Conh.ul Avva.

0 =3 W A WD

'.l‘how.lf(cr. ah.nulmum: partu-s shall have no hu(llcr roqaonubn)i(v habxlll\' ‘or mterost ‘i the op-
9 el"'mon of or produolmn from: lhc well insihe interval or” Illlt‘l\.ll\ then opcn “othier than the rovalties
10 uctmncd in any lease mide under the (erms of (his fu(:dc’ Upon request,  Operator shall continue to
11 opomlc the nssu:m‘d weall for lho account’of the non=abandoning p'\lnos at’ thc rides and charges con-
12 lompl.xtcd by This” apy cemoent; plus’ any .nddxuon.;! “cost and charges \\hach m'w atise as the result of

13 lho soparate’ ownership of thie” 'ceu,ncd \\c)l

15 . o L _ An'ncn‘ ViII.
16 EXPENDITURES AND LIABILITY m‘ l’ARTII‘S

18 A Liaiiilia.\- of Pa‘rli'cs:‘

£

and opomlmg the' Conlmct Aréa.
23 “gn'en lo 8CC 10 only e’ dobh ‘of “edel ‘sever alb
24 . this au(\o ¢
25 pa) ties liable ax par hml\

It is not’ lhc inéition 6f the p.uhcs o c1 date; hor <hali
nt be construcd as creating. & mmmg or other pmtnm ship or -association, o1 {o render the

26 ,
27 B. " Licns and l‘il')‘mé’ii(’ Dcf‘}fﬁliﬁ:

28 :
~29 Each Non Opemtox g:amc 10 Opcxmor a hen upon ilq ‘oi} :md gm nght: in he Confract Alm. wnd 2

30 sccun(y mtcrost ‘n its share of oil and or ‘gas when cx(mctod and' its 1n(crcst inall’ oqu;pmoﬁ\t {o Q(’tUIQ '
of. oxpense, fogethoer with interest’ thc; on at” the ‘rale provldcd in“the Accoumm"

g D A AN AR KN YD k£

31

32 '1checl hcloto as I‘).Inbxt ‘C" To the e\tcnt that Opexa(m ha:. a secu: nt\ m(mest undcn the .
33 ‘ : i

34

35 indeblcdness shall’ nol be‘deemed an olcctmn of remedies or otheiwise affect the lien

36 ¥ interesl-as security “for the paymcnt thcxeol‘ n addmon, upon defaull by any Non-

37 "mcm of xts shaxc of cxpensc, Opcmlor shall have the ught wnhout prejudice o i
38 his or: reme s sHect from 1hc Fehaser e protecds: (iomithic sa .‘ "c\ Noi pemto H

39 q&'ﬁﬁt %’]’ fr?c?’so? é‘.m antt %u: anx:ur?u owed by ]nsucF a\ml)é Op%cmto: 10-/fﬂtu% |?1tc1|io<t Chas Oﬁa[j?‘d-i ﬂcy,

40 punchasc: shall be entitled 167 rcly upon Operators wulton stateinent concernmg ﬂw nmount of any dc-

_‘46.""_'Operator pay-ihe unpa:d .thib‘uin in the prﬁr" i »
47 terest of all such parties. Fach party so m)mg is chare of the unpald amount shall; 16 omain reimburse- -
48 'ment lhcxcor be subrogated to the sccunly rights dcscr:bod in“’(he Joregoing paragnaph

41 - fault. Ope ‘lor granis a like lien- and security’ ‘interest 1o the Non-Operators to secure pa) ment ‘of Op- .
42 ‘erator’s proporhonate share of expense. . - i ‘
43 ’ ) ; ; “ : ;
44 : If any par 1y f:nls or is unable to pay xlq ehare of cxpensc mthm ‘sinty: (60) days ailcr rendmon of

49 i v
.. 50 €. Paymentsand Aécoii ;

51 | L ; . , !

52 - Except as hercin othierwise specificilly s rov:dcd Opcrawr shall pr omptly pay and’ dxschar(,e expenses

53 incurred in the development and oporai:o"‘of the Contract Area pursuant to this agreement and shall
54 charge ‘e:u.h of’ the "p i'ti erelo wﬂh lhezr rcspcchve pmport:onatc shmcs'up(m the expinse basis mo-
55 wdcd ‘in“the Accounu Procedire auachcd herelo us La)nbu“'C" Opex‘aloz shu)l ‘keep an accumtc
56 r ord of the ]Olnl account ‘hereunder,. showmg oxpensw. incutred 'md charges and credits’ mado and

b 57 ¢ rccmvcd o

'
¥
H
¥
H

62 ‘bv submw.wn to c.u.h \llch palw‘of an |(Lml/vd él.nl( mont of such ok it

63 an invoice for s share thorool, l..:ch stteh r(.mmonl .md fvoice for he pwm(-nt 0 .tdvmlu- n( esti-
64 “mnded” expense ,t.h.a)l b sabmited "on o before The 201h day-of the hext )nccodim' munlh Yaeh® lnty
060 fxlm)] pay (o Onm.um its nroportionaic shire of ‘sueh mtnnut(' w:(hm fnﬂoon (!'i) d.lj's aftev Luch cs- :
( i.‘:"l‘, el 1 .\, ),—p.niv l‘.ul.s 1oy TiLs sh ar 3 shid time the )
G7: .nmmml dm' shall bewr iiteiest as muwdml in Exhilit "(“"tm(xl ;~:ml Pu’(nlﬁ'l' et ahnil” ho :
GR  made manthly’ hetwacn .nlv.mcn.s nmi setund expense todhe end that Gieh phirty shnl} b«.-u'r'zmd Py its \ :
GO propmtiun.uo share of nctual expenses incurred, and no more. ey e e b

araabd e A e e

-8~
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171 Lhi»ihi(l.\n of - Expenditures:
3 1. Dr :ll o nm-pon-' Without The consent ’E{f"Iiil"‘[i'.‘{i"ii'b(."’i’iii’"\'v’i‘-ii shath be dvilied or deepenid, ox-”
4 coplany \\'cl! drilled or decpened ptosiant 1o e provigions of Avticle VERZ of this Apreamnent, it being
5 wnderstood Uint the' consent (o the dritling oy docpcnuu. shall ineludes
¢ , .
At Nt s Hohetitapirtieds
&WMML..
8 R ; '
10 b9 Olen N_n“g:_ All necossary u\pcndmn'ce\'fm the’ dnlhm: o dwpcning and tcﬂmg of the wcn \Vlwn
11 such well has n-.ulml AN thoFIZed depl DUE A dsts h.uw been complc ted, Opmalm sh.all dive im-
12 momalc notice to the Non< Opcl.llon who have the right to’ p.ulx('m e in (hv conipletion’ costx The partics,
13 'rocol\‘mg stich - notice shall Tiave forty -u;ht (18)" hnms ((-\rlusx\ ¢ of Salurd: v, bu 1d'\\ .md lc,':al holi-
14 d'n\ ) iu whuh lu cl('cl to' p,nhup.:tc in lhu <c!lnu' of c.mm‘ .'md lhc completion atl mpt qugh olccfmn
‘15 ‘ \hc complolmg .\nd aquipping ef sueh”
16 well, mc]udi g nu: Y § @ of any party receiving \uch notlco
17 o reply ‘within lh(- pcx IOd .nlm\c ﬁ\cd Shalt’ Lm\stxlu(c an olccuon by that pmh' not lo pnhcxp'uc in
18 the cost of the com| .lmn attempt. It onc ‘or moy ¢, ‘bt 1ess thian 'l" of- (lw purtics, oiecl {0801 Pipe and
19 to. !émpt i comipletion. the provisions ‘of I\rtlclo \’l B.2. hmco{ (the phnco muonkmg. <lcopnnmg “or
20 p!u;,gmg back"” as containdd ‘in Article VI.B. 2! shall be doemed to mclude “compléting")y shall apply to
21 the opcmhom ihorm!tcl conducied: by le% than all’ pall)cs
22 . :
23 2. Re\\ml\ or lef ‘Back: Wlthout i comonl of a)l p’ﬁf”l‘im 110 well sh.lll be 1uvm ked or pluqccd
234 back excépt a: ~"'0!1 \cwm'kéd or plutiged back’ puistant to the pxo\" ions of - Article VI.B.2. of (his
525 mom iU being under s(ood thal 1he ‘consent to the’ reworkinig or plugging back of ‘4 well” shall mclude
26 consent to’all necessary cxpenditiives in conductm such opcmllons and’ completing and cquipping of
27 said well; mcluaing necessary lalikagc an&’or surface facilities!
“2g . :
29 xnblv cqhnn(cd lo reqttire
30 )
31 \ ] leting, "o plug-
32 ‘gmg back of which has beén previotsly auihou/éd’ly or pursuant lo this agloomenl pxo’\‘ii’d’éd how-.
33 ever, fhnt, in“case of explosion; fire: flood or “ofher sudden emergency, vhcthor of the samc or “differont’
34 nahue Opel alor may 1ake quch'slcps and mcux siich e\pcnscq .»s i1 its opinion pie lcquncd 1o (Icnl \~. ith
35 the emergencv to safcjuard lnfe ai ty but Opex atlor, as pnomplly as pomblc-. shall 1cpo1t he emer-
36  ‘gency lo the otler parties. I "Operalér™ prepaies ‘Atilhoni\ for E\pcndlluws" for ils oWn use,
37 Opcrator upon réquest; ‘shali” furnish® coples of “its “Aulhouty for Expcndxtuws" forr any single project
38 costing in excess of .FIFTEEX THOUSAN - ‘ Do]lms (s 15,000.00 ).
4 E m‘»‘yamés,i Overriding Royaltics and Other Payments:
41 o , ; :
42 Each: party shal} Pay” or dehvcr. of “cause (0 be paid or delivered, all royalties to the ecxlent of
43 1/8 of 8/8“1‘3 : se o ducion 1ts share of productlon and shall hold ‘the other pam(.s fl (]
44 from any habxhly themtor ![“thc interest ‘of any party in any oil and gas lease covercd‘by ‘this .xgrt.c-'
.45 ment ‘is subject {o any royally, och Ihg Foyalty; prodiiéiion pavment ‘or othcr chaigeover and above
46 lhe ‘aforesaid” 1oyalty such” parl\' shall assume :md .)Jone beara)l such obhgatwns and’ shn)l acccunt
CU4T - for o c.a\m. {0 be accounted Tow such m*cro:t tn 1he owners lhereof
49 No party shall cver“be respons:blc “on any pnce bas:s,highcr than' the price received 153 such party,
.50 ‘ g wner; and if any such othér party's lessor or royally ownet should
51 'demnnd‘and reccxvc settlemcnts Son’ H hxgher m tce basis, the patty contr:bulmg such lease shall bear the
.')2 royally burden insofar‘as such higher ‘price’is conecernéd. :
53
54 F. ch(éﬂs,’ Shi’xhih WEII"P:\,\W\‘)éhts nml':"ﬁﬁim‘ﬂm Ro_\"nl"ﬂcs:
56
S BT
58
,59 [
Go.
61 k monl-. ln
62 . “rovalty (i ' -wht wl'{f‘c '.uch pHyment’ xs 1oquh‘c(l to contlnuo Ahe lease in :’urcc
63 - any. Joss whuh :csulls f:‘om such non:paymént shall bie Yorne in .uccmdumc with the ])lﬁ\’l\lon‘- of mhclc
64 1Vi2 : St
65 "1 TR
66
68  day.und ; o hy* (Hunn\.l.mu'h. Ji i tn l.x! ing -urh auu‘mr
69 bnl assumes no h.nbnhly for. Lnlm tu do fo. In llu- evenl of ‘fijlive lny Opertor i so wolify Non-
70 Opciator, the lost ol iy “Jese con(ribntid Tereto by Nunw-Opervitor-for fdi[\llt‘ to make GMGly payimonts
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} o any shul=in Wl payment shall be: borne jointly by the partics hereto under the pm\'iswns of Alticlc
V.13, .

[

G, Taxes:

Bt-glnmnr \\'I”l the first eatendai veni aftor the vffoclwc d.llo hvr oor 0 ator ‘shall mndor for ad
salorem l.n\.ctio an pm;wll\' subjeet to this .\urovnwnl Which by law should be wndo:'od for such'
taxes, aid it $hall” payal such taxes ‘nssessed lhoruon before lhov become dchnqucnt Prior to'the ren-
dc mn d::lo ouh I\‘on-(‘rpcmlm .\h'ﬂl ﬂn ush Opomlon mfnnmtmu as: lo bmdvm (to Illchld(‘ but not bc ‘

O WO T LY

W CO ml € U1 b &3t s

parue\ !
‘or. Judxclal procccdmga, Ope rator mav*olcct to
pcnall\' When dn\ ~uch protc<lcd m:

R4
-

d, Opm"’ltm shall pay
d and the tolal cost’ ‘shall then

R
XIS

5]
o

posed upon’ or \\-xth mﬁpcct to lhe produchon or hahdlmg of suich’ panys $hare  of oil and ‘oF gas pro-
‘duced under ‘the lerms of this aglcemcm . e

H. Insura“:iée:

At all umes while opelahons are conductcd hereunder,: Opemtor shall complv thh thc Workmcn'*
Compcn':auon Law ‘of ‘the stale Ww hme the ope»uuons .uc bem' ‘condudted: plO\'lde however, that Op-
crator: may be a self-msuxer for habnhly under ‘said compencd ion laws: in whi fevcnl 1he onlv chm ge

“that shall be made lo ‘the Jomt nccount shall be an amount oqmvaleht to the preémidm’ “which * \v ould have
'been pald had such insurahce becn obtamed Operator shall alsocarry or’ provnde msuranco for’ the
beiiefit ot ‘the: Jomt actount ot the p'u'hes‘as b\nh d i hxlnbu D" Jaltdehed to and madc part hexcof
»0pe ator Sh‘lll u:qulre all conhac(oxs engagfcd : vork ‘on or for the Conhacl Area to: comp]y wnth ihc

such’ msmfance ror Opcralors fully owned -xutomotivc oqmpment

: e An'nnr"wn
; ACQUIS!TION MAINTF!\ANCI‘ OR TR:\\SFER Ol‘ I\"I‘DRLST

A, Surrcndcr of Lcnses.

Thc leascq covered by this: .«rrcemonl insMar as lhcy ombracc acroage in the Contruc‘ Arcn shall
not be surréndered in \vholc or in part \mle% all mruew consent thereto.

| ‘nerd: ipe. The \'nlu
I(".Q llm q

i, v o teen N
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be shared Iw the parties .\\\lunl‘t‘ fu {lie” proportions that ihc inlmosl of cach Lears lo the interest of all

parfick assipgnee,

Anv .xxn‘mnont oy -uncmlor inade under this provision shiall nol reduce or ch.mrc the assignor's or
5 swrrendering: p.nlwa intorest, as it wiis inmnediately before lhc -\wwnmcm in the balahice of thv Lomncl
6 . Area; and the daerdige :Mu,ncd ‘oF surrenderéd and substquent ‘operations thereon, shall ‘not thereafter

7 - be subject (o the terms and provisions of this agresment.

8 .

8 1B, Rewewal or Extension of Leases:

10 . L '
11 If any party seclres i mm\\ al of any ml and gas lc:w: sub)cct 't "”,thm Agrcement, all olher parliés

12 shall be notificd pxompil\, and “shall have' lhc ught for a: period of ‘(hitty (30). days fc-llowmn receipt
13 ' of such: nohco in° which te- chcl to participate in the om\c:‘ ’lp ‘of “the’ renéwwal lease. insofar as such
14 k‘nw dff(‘Cl\ lands \ull‘m the Contracl Area, by pa\m{' o lhe paxl\ Wwho'acquire 1!’1!10|r several propcr
15 proporh(nmlc \h:u S ‘of the .ncquimlmn cost ullomtcd lo that! p.ul of such lease within® lhe Cmmact Area,
16 whxch shall’ betin pxopomon to the inter vsts held at thal time by’ ‘the parhcs in the’ Conu.lct Arca.

17 i . .

18 If some, but Jess than an of fhﬁ' p'xrllos elect lo pmtlmp'zle in- the purchacc of a renewnl lcase, it ’
19 shall be owncd by 1 c p'nuoa \YhoY cci lo par lmpalc lhcrcm\ in "a’ ralio bascd upon lhe mlat:onshl b of
20 their respe N _ ; e Cont. a ";Arca to fhe’aggregate of the pcncontagcs .
21 “of part)cxpﬁhon in-the Cohhact Area of all p1rl:és=palhc1p1hnu in thc punchase of such renew el lease.
22 Any rene\»a) lease in which less than all pallles clect (o paxtlcnpaie shall not be ‘subjcet-to this .|gleemcnl

23 : -~ ‘without warran
24 Each parly who pirlicipates in (he pmch’ne of ‘a renewal léase th'zll be given -an assignment/of its

‘25 " proportionate inteérest thercin by the acqunmﬂr party. .

196 ) 4 o - : o
27 The prontmns of lhm Arhc]e “shal pplv'lo leuewal !eases w hcﬂ*el they are for the omm. mterest '

28 c0\ ered by 1he c-\pmng ]ease or cover only a por{ion of 1ts alca oran mlerest therein, Any lone ‘al lease
29 “taken before the’ c\pxralwn of usp:cdcccssox lease;” ox' (aken or contracted o within six’ (6) montiis nftm i
30 the expiration of the ¢ 1) E lbgec't to ‘this provision; but ‘any lease taken or conhncted‘ T
31 - for more than six (6) monlhs after the expiration “of ‘an eXisting lease shall not be deémed a renew al ]
32 lease and shall ot be subject (6" the’ provisions of this agreement.
33+ ‘ :
34 The provlsmns in this Axtmle chall appl\ also and in like manner (o~ ‘extensions of oil and ‘gas
35 leases. The prov:.s;ons of this Article VIII-B shall only apply-to leases, or portions
‘36 of leases, located w1th1n the Unit Area.
37 .. C. Acreagc of Cush Confributions: ) ’ .
38 A . , ' ' ~
‘39 While” ‘agreement” Vfoxce, if any’ party contractsn”
40
o4
,]42"
,43"
4
45 are
,4‘6 T
47
,_49
50
51
.62
63 -
54
55 ' D. .‘:ubscqncnll\' Crented Inferest:
56
57
V58'4
~59
.60 crt'.tl(‘d interest \hall bc xpccu‘n(\n!lv made” sulmct to i lb[ lhc {ei'm!
61 follows: : ER S
(% R
.64
65
66 ﬁ
o7
G8 in lmlnluly u.-sullnu' thicrehiom. . Lo '
69 , I Lo ‘
70 ; & Cotte e )
; . . 3 . ) i
-11- : : -
:

CArGAe VITTC. T i he contrlbutlon of acreage
by the Contrlbutlng Parties ‘toward the Inltza,, Sub ute, or ‘Option T(.sr well,
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a6

47
v 48

49
50

68
69
70
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S deirivea (1) faitsi o

2. If the awner nf the nm‘w\( from \\-lmh the \ulm-rnwnll\' vlcm-d ln

1
2 payywhen due, 15 shave of expenses charpcable hereuider, oy (2) clects to abundon nwell under: pro-
B svisions ot Article VLI herdaf, oy (J) vleets o surrénder a - fease under pm\'mon-. of “Aiticle VI, AL

4 heveal the \uhwqucnll\ ereated interestshall be charpeahie with the pro vl punmn of ‘alt O\pmmw
5 - hovewnder infhe saome manner az if sichinterest were a working ‘intorest.  For pmpu,w.\ of cvollectingg
6 mch chitrpeable expenses, the party ‘or p.nlws who reecive assignments as’a Yesnll of (2) or 3) above
7 shall have the right o enforce all provision® of Axticle VLI, hercof against: such subseguently’ croatéd
8- interest.” . - . ;

] ' ‘ ' :

10 B, Maintenntice of lhiifuniihi(erés(: X SRS
1 ; N
12 - the pmuoc.c of maml‘nmng umfonml\- of awner \hnp m ‘the oxl .nnd gas lcaﬁohold intey ih
13 rn\'clcd by “this .u'xccmcnl. and notwnthx(m\dmg :\ny othty ‘provisions (o the contrary, 1o parly shall
14 scll, encimber, transfer - or "muke other disposition of HE interest in the leases enibridéd within the Con-

s ):5 : haﬂ Area nnd in wells, cquipmeént’ and production unless such disposition ‘covers cither:

17 1. the entire ip_icrcs!’oi"l'hé‘ )‘mrly”in“":ill' leases and _cqix’,ip:ﬁéi’:\ “Sid’ proditetion; or

18 . RN U RRY o e S : - o o :

19 ‘2; an equal undivided in\_erosl“'.m all leases and eqixipinoiﬂ and pi'od\ic(ié’h in' the Contract” Arcéa.
20 e o
21 Fvery euch salc cncumhmnco llansfer or: o(her dmposmon m'\de v anv p'nty flfbé'i_i:nadc oxe
22 pxoesl\- ‘subject o this agreement, ‘and. shall bc made suthcu( plcjudlc‘ 1o the n"hl of 'the ofhier p mlxcs
23‘ : .

. 24 If a( any time the interest of 'my palty is dxvxdcd ﬂmonq nnd owncd by fom or mono co-ow noza. :
-25 ‘Opcmlo:. at ils dncxehon, may mqune such co-owners to appoint a sm«]e (rustee or ap.enl with ' fiill
26 authon(v to receive Tolices. appx ‘ove c\pendlt(lres receive’ bllhngs for and d])[)lO\’C‘ ane p'n <uch party's
a7 share. of lhc- Joml expenses. and 1o dcal ‘Henoi ally with, and wi , ’po“er 10 hmd -the co-ow nexs of such
28 party’s interests "within the- %cope“of thc- operahons embr aced ‘in lhl§ .lL.IOCD)OH(' howm all “stich
29 cotoivners shall ha\'c the r)z:ht 16" enler )mo and e\(‘culc all confraets or aﬂxcemems for thc dnpomtlon
30 of their 1e'ipcch\'e qh'lrés of the oi) and “gias produccd fxom the Confract ‘Area and: they shall have lhe ]
3 nght to receive, soparately, aymem of ‘the sale proceeds her cof \
~32
83 F. Waiver of Right to’rmﬁ't‘i’on:,

34 :

35 It permitled bv the la“s of the state or states’ m which the property cov ered hereb) is Jocated, ach
36 party hereto ‘owning an undwnded jritévest in the Contract Aréa waweb any and all rights i may have
37 o p‘ntmon and have set aside fo it in scvcralty its undivided mtexest ‘therein.

38 o B .

) 40 v N .' ; : ’ N LN ) ~ # R
M“M-!-y RIPNITORK - S %3 BPVS ) BPTNCeYS ;« [OX Y- X A NCRE TN PR tP ey - ,_..'-\'.1 e iva S "wu» doans 4. 11“]_\_!_:0 o.«,;
42 ‘i'n'téleats" il thevComrac‘ A.ea n qhall p"omplly’gwe \\'nuen nouce 1o thc othm‘:pmues, WitlAT
43 ; : N Sl %

:44

mion;, ,

’:,féhx ]):oht hr-t\\ en_m‘

).nlncislnp, )Il’ I‘or f‘cdomlyncn m”\ax pur-
ndod m. a ;mr(nomhlp. "b.wh |p.n\y huuh)

dm mu ;

nof: hy W ny uf htmlfllmn. “ndl or Ahe! n'hn‘ﬁ. X
lion.s ln’lhl S!muld mere be any lcqum-)m Ny 1h.tt (-.'wh p.uiv Iwn.‘l)y u!l‘vctt dove Ao t‘vndr-mu of

this eleetion, eaeh such” p.n(v shall’ c\'vcu(u mh dm-um('nb nd runmh .n(~h olher (.vnlvnw- ux iy he
Fetjired by Hw Federnl lulun.nl Roevenue Service oF 48 Inay be neeessay o cvulcncu }u. clection, No

« 12

BT e T AR ST 8 . a e, -




19

‘30
31 shall’be cuspcndcd during, but no longex than; the contmuance of lhc force m‘uome Thc affected ;;an\'

33

87" lxme to tnmc, by gwmg wuucn)notme h(u.-of toal other parties.
58 .

-6l

© 62

63 -
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such p.nh- sh.ull |'wv iy nnhcv‘. o1 lukc any nlhm nction mcun-:-h-nl wnh llw vlvchou m.ulc ht‘l oh\'

}

2 l( any proseint oy Hiltive income e laws of {he stale or al.nlvs in Wwhish? ﬂw ('unll-'

3 any lu!mu income tax laws 6f the United Stides contiin pm\'mnn\ similar’ to’ those in Sulwh.lptc “l\
4 Clmpu-r Huhhllv CAY, of the ‘Intermml lh-von\w (odo of 1951, under which an olection similar to that
5 provided h\ Seetion 761 of !ho Cuode is per mitled, cnch party lwulw affect d shall make such clection as
G may e pu:ml‘lml or wqmu‘d by such laws, - In making the fmcrmn:' vlcclwn’v weh stich p:u(\' Slades that
i lhc fcome dvnnd by such party ls om ()por'ﬂmm hereunder can ' be .ldcqu'ﬂci\ determibed Without the
8 computation of p'uhm\lnp taxable incoine,

9. o

10 : i ARTICLE X.

n : CLAIMS AND LAWSUITS.
12 .

13 Opu ator m.cy <ctlle any. single damape chlm or sull armng from opcxahom hcrcundcr 11’ tho ox-

14 pcndxlmo doés not exceed F1FTEE NT HOUSAND-~ “"‘,"‘"‘— ““““““““““““““““““““““““ Dollars
15 (3_15*‘ 0,00 OQ ) .md 1[ lhc p.ns ment §s'in Lomplolo soulcmvnl of -zuch (.h\m or ~.mt If tho amounl
16 [

18
20

21 O i

22 be trc‘dod as .my ‘otheér clmm ‘or su:l m\olvmg opc:'ahons hcn cundcr

23 Lo :

24 o An’rxcx,t_g‘__i{l.l

25 . . FORCE )I:\JEURE

26 e ; |

27 .. If any party is rendered Unable,” wholly or in part, by force niajet c'" 10 ¢ 'Biif“iié"bﬁlifzh(ions

(v shall glve 10 all

28 undor thls 'xg‘

, olhcl than the obhgatlon to m'!\e “inohey’ paymcm\ fh;'i( ’1)
29 ¢ other pamcs pl '

32 shall use “ull" reasonable d:hgcnce {0 remove the force majeire situalion as’ quxck]v as prachcablc

>"“*y forée’ ma]oure ‘shall be 1cmcd!cd With all 1easmmble dmnlch slm]] not

34 Tho 1equnement (hat i
35 requlre the" seltlement of s }\es ‘lockouts,  or other labor dlmcull) by the party inv olved, contrary 1o'its

36 wnshos ‘how -all 'such difricultics shall be handled shall ‘be enhrcl)' within the discretion of the party
37 conccmcd .

38
.39

; tolm "force m..qure"‘as nere émployed, shal] ‘mean an act of . God stnLe, Iockout or other
40 _mdustr Al dxqturbunce act “of the pubh ”cnemy, war, bloc' dé; public no\, hghinmg’ ﬁro, storin, flood,

41 ievp osion;: gmcrnmental acuon govemmenlal de]ay. restra Or_ machon unavall.lb ity ‘of" equipment,
42  and any ‘ofher” cause, whether . of ‘the kind" specmm}ly' cnu  rated “above: or oxhelwxse, which is not

43 reasonably thlnn ‘the conlro] of ‘the “party c]a:mm’g suspenenon
44 ) ,
. 45 : : o AM’?ICLE XIL

46 _‘ A L NROT"C‘ES PRI

“
50
51
52

53

54 ing
55

56 or when’ ‘séni-by tclolypc

o,
Q}‘.;v .

(T

59 ’ , ARTI(‘L!‘
60 . . - "TERM OF AGHT

6y trnbut(-d by nw nlhc 1).nly boynncl thc lmm of lhls‘.u'wom(-nl

68 - i ' Yan to any prartcat (he
w-::wmp—-«mh-(n-c«r—lum»-uw»n-—ummop—rm-ppmme&mw c.:mnueu-h*(mmnv—lwwoﬂ—an&-—m*mtﬂ e~t

0 . : N , P
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AADL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

X ()p!inn N 2: In the (‘vvnl I)n- well described i Articls VEA, o iy subwquon( well drilled . .
\"]no\‘mm. of s apréement, )mvmx in pmtluvhun of oil- pnd ‘or pas in payingg ¢ |u.\nhlw<'. this : ’

“under an
nmownont 'Iull coplinue’in foree so )um' as any sueh well or woells pl mlum- orF e eap! bte of produc-

1

2

3

4 tion, :wd for “in .:ddumn.d per md of | 180 Gays from dessation of Al production; provided, however,
5 if, prior to the o\mmtmn of such .ul(ll!mn W poried, one or more of the pavties: hereto ave éngipred i
6

7

8

9

du)hng or reworking a well or wells hereunder, thig apred@ndit’ shall contintie in foree tntil such op-

crations have been complv!od amd it production results nwu\rmm this” aprecment shall continue in

force as provided herein, -In the: event the well destiibed. in Article VLA,

Cdr nltvd howundcr. results ina dry’ holc.‘.md no other \wn is pmdnvm;:. or (‘ap.ablc of” pmducmg oi)
- 10 mq or ‘gas ‘trom” iho ‘Contract ‘Atea,  this dgrecment \hnll torminate unless drillingf or reworking opera-
M1 tions are commcnccd within __120 ___ days from the' date ‘of .xh.mdonmcnl or said” woll,

or any wbwquont well

12
13 I xs :u:rccd “however, ﬂmt lho (onmmtmn of This aglcomc-n! \lhtH tiol lchcw finy p.n!\' heréto from
14 any’ h.xbxht\' ‘whi¢h his” sécrued or alfached prior to the date’ of such tcmnnannn
15
18 v ' . An11cnr Xiv.
_,'1:7 CO‘\![’LIA.\'CI‘ WITH LAWS AND RE GUL \TIO.\S <
18 : : :
19 A, L:ms, ncgu!auons :md Ordcrs-
20 : » - ‘:
21 i Tlne '\grecmenl shall bc subjcct to’ the knﬂor\'ahon lm\< -of - the state m¥ w Inch the Lommlt(cE‘Q {
22 acicage is located, ‘Lo the \-alld 1ules‘ rcgulahons and ordersof any dulv conslituled’ urful.ﬂon body “of : x
23 sa:d stite; and'to all othur 'xpphc.nble federal, state, and local taws, mdnnncox ‘Yules, regulations, and
24  orders. . . g
25 :
26 B. Governiiig Law: o
27 : i
28 The esscilial vahd]tv of his® agrecmcnt and all m*xtlcu: pcnmmng thuuv. mcludmg, ,bul not lnn- k
‘20 1ted to,: maiters of per formancc. non “peériormaice, breach; remcdxe\, procedures, r:ghts duucs 'md in-
30 terpretatlon or ‘construction, shal be govcrncd and dc(cnmncd by lhc Jaw of the stale in \\'hlch (hc‘
31 Contract Area is located. "H the Connact TArea’is m t\\o or niore statoﬁ ‘the Jaw of the state Wwhere most
32 of the land’in the Coniract Area is'located shall govern. : :
" ARTICLE xv:‘. ?
COTIHER PROVIS!OI\S L
If, in the dr1111ng of the In1t\a1 He]] Operator,1oses the ho1e o
L 5 wo
43agre ;ent ‘the drillin
'44the nitial We11. ' i
!
3
i
_ : }
”’SJQ" . 39 pp o
522nd,0 t jon Wells and an prOV1s1on herein except1ng the In1t1a1 Well sha]] also except‘tt :
i viate a i
ndvto “the Ycase, jeases , e
y'hﬂvo heen: pvoserved~hy,v1rtuo of quch “‘operatio n the- dr1111 i
‘the "well 'was deilled excepting, howeve 'y wells thevetafore ‘completed o
oducing in-paying” quantities. Such | shall ‘be delivered to t

{ pr ¢!
partfcipating”parties in the proportion’ that they bore the expense attributahlo to txg.
.o mon-participating parties 1ntorcst. :

~14- e ' .




AADLL FORM 610 < MODEL TORM OPERATING AGREEMENT - 1977

Auruxa x*l

1 ,
2 MISCELLANEOUS e
a .
4 This agrecment shall be hlndmg tupon and’ clmll inuré to the benefit'of” ‘the parties hicrelo and o’ u.ur
] rosp('ctnc heirs, devisces, )c;,al reprcscnl.nnca. succissors and assighs,
c B
T This instruvicnt may be exccuted in any number of Lounlérparls c.xch of which shall be considercéd
'8 an original for all pmpo:cs .
9 - ,
10 IN: WITNESS WHEREOF thls agrecmcnt shall be cffcchvcas of ______da§ of _ ,
1 19 81 81. : S
12 , R
‘13 OPERATOR
14 - ‘
i YATES PETROLEUM CORPORATION
17 - '
‘ Attorney-in-Fact-

DY NN Y
Wk s O
- -

"

, NON.OPERATORS
ATTEST: g ‘ DEPCO, INC.

SR RN
2O N

f

aoine s

bl
-]

By:

N
0

PreSidént

@
<

'Sééfétaky

W Wt Y
B D e

€D
R

31 STATE: OF NEW MEXICO") . - - o N AN
. 38 . S S : - o s ! . ! ' i
39 COUNTY OF EDDY )

e s s

- The forego_fAf

43 YﬁTE§‘$ETﬁﬁ]ﬁﬁTTThP0RATION;

e s

Va New Mex1co corﬁorat1on on behalf of sa1d'corporaf1on;

4 o ~ TWotary PubTic

B U

51 STATE OF TEXAS

Was acknow)edged before me this

corporation, on behalf ‘of

Notary PubTic

.

>




EXHIBIT "A®

ATTACHCD TO AND MADE A PART OF QPERATING AGREEM[NT
' . DATED ]ULY 1, 1981,
BEMLN YATES - PETROLELM CORPORATION ET AL "OPERATOR"
- AND BEPCO, “INC., #NON-OPERATOR®,

I l. Lands Subject to Agreement:

Township 5§ South, Range 24 East, N.M.P.M,
Section 23: S/2NE/4, SE/4
,Sectién 26:  NE/4
~Containing 400.00 acres, more or Iess.
"Chaves County, New Mexico

2. ‘Débth'Réstrfétfén:
100! below stratigraphic equivalent of total depth drllled
3. Drllling Unlt for the First Well

CProration Unit established by the New Mexico OCD.

11, e Percentage lnterests of Parties Under thc NE/4 of Scct:on 26,
Township 5 South Range 24 East, N.M.P.M.
| INITIAL TEST WELL INITIAL TEST WELL
NANE

BEFORE PAYOUT . AFTER PAYOUT

'DEPCO, INC.

YATES PETROLEUM kCORPORATION

RALPH NiX SR 8.333334
RTIS. - 3,333333 .

ELIZABETH'HANNIFIN |
" UNLEASED 5.000000 . _3.125000 )0
“ 160.000000 100.000000 100. 556060

2. Perce'tage lnterests of Partles Under ‘the" S/2NE/4 SE/4 of Sectlon 23,
Town'ship 5 South, Range 24 East, N.M.P.M. B

BEFORE PAYOUT AFTER PAYOUT |

Ky

LOYEES 80! LTD.

H\

: ' s
'ELIZABETH HANNTFIN
UNLEASED

0
240.00000

T AT AN 3 otk

100.000000 ‘ 100°,000000

N

111, Leasehold Interest of Each Piityz

1o asser — | " United States

25%

“Present Lessee: - : . '“Y?tégifL ?ﬁ CN}Pdfation

G Myco Industries, inc. -25 j

Abo Petroledm Corporation - 25 é
nglal_Nof‘of Lease: NM=28297 %
'Explr')att&h’ Date: - o Sep fbﬁ;f;er 1, ‘1986 J
Description: ,Townshlp 5 South, Range 24 Eang NMPM ;

,Scctlon 26: S/2NE/4 ;

Contalnlng 80 00 acres, more or less




Pagc 2=
Exhlibic "AY to Operatlng Agreanent

Dated July 1, 198§ ;
Sectlons 23 and 26, TSS R24C -
Chaves County, New Mexlco

2, Lessor: J+ R. Miller

P}eseﬁtkLesseei Depco, Inc.

Serial No. of Lease: Fee

Expiration Date: August 3, 1989

De;CriﬁiTon: ; - i waﬁ&ﬁfp;Sdeﬁth ‘Range 24 East;'NMPM'
I Section 26: N/2NE/4. '

Section 23: S/INE/4, SEf4
‘Containing 320 ,00 acres, more or ‘less

3. ’L0556f: . | Giaays Buttéffield
Present Lessee: , u Ralph Nix, et al ;
‘,g _ Serfal Né.‘df‘Leéée'ﬁ o " Fee | g
Expiration Date: June 13, 1983
,De;cripilon:- ‘ 615*s&dth, Range 24 East, NM?M ' %

423 S/2NE/4 SE/4 i
n 26: ‘N/2NE/4 :
Containing 320.00 acres, more or less

; 1V. Addresses of Parties to WhiCB'Nafﬁées Shotld be Sent: : | ) é

iYates Pétroleum Corporat:on
Yates DrillTng ‘Company

Myco industriés, Inci - , Texas 7970[ }
Abo Petroleum Corporation Att ntion Mr. ]ohnrHubbard
Yates Employees 80! Ltd. ’ o

207 ‘South 4th Street 5 , , Ralph le, ‘et al
'Artesia, New: Mexuco 88210 P. O. Box 617 -
. Atténtion: Janet Moreau Artesia, New Mexico 88210

SO

A R PR TEAL, SRS

e




COPAS - 1974

Recesimpeinbod hy e
Cowwd ol Petrolrone
Accomtints Societics of

KeaiMlll GOL, vonss raion ‘
HNotly Avica

’

CEXHIBIT  tCv R

ATTACHED TO AND MADE A PART OF OPERATING AGRE mmr
DATED JULY 1, 1981,
BETWEEN YATES PETROLEUM CORPORATION, ET AL WOPERATOR!,
AND DEFCO, INC., MNON-OPERATORY.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

1. Dcfm!ﬂons
"Jom B perlv" shall mean the real and’ pcxsoml propcn l)- suby.cl toithe agreement Lo which “this Accounting

Pl' ccdun o is nll.lchod

s' shall mean Opéiator and ‘Non-Operators.
“First’ Le\ el SUIJOI\ISOIS" shal) inéan: lhoco cmploxccs ‘whose! pmn'\rv fumllon in Joint® Oponatlom is the dxrcct
supowls:on of olher cmployces ‘and/or conll.lcl labor dircctly cmplovod on the Joint Property in a ficld operat-

ing capacltyr 7 ‘
“Tech) ) g spcma! afid )
@kll]s, and whmc primary function’ iri- Joml Opcmuons is e
oblems for lhe Lenefit of the Joint Proper {y.

- #Pgisonal E\‘penses"'ahall mean travel and ‘other ‘reasonable rmmbmsablc c\penscs 0{ Opmator s omplo\cc

"Mato "'al" shall moan porsonal p:openy, cqmpmcnt or supphcs arfquncd 01 hold for u:e ‘on the' lomt PlOpL‘lly
$sif the Matcrj’ar Classiﬁ’c‘:‘iﬁ Manual

Handling of specific operating condi-

éos dnd crcdlts, summan/cd by approplmle cla !
vestment and cJ\p { 1lcms of Controllable Matenal and ‘unusual” charges and “eredits’ sha]l be sep-

P
alalely jdentified and tully described in detail.

hdvanccs ana [‘n;,mcnts by Non-Opcmtors

3 recéipt. If'ba} ni is not
rateof twelve percent (12%:) per
; Hhe apphcable usuly Daws- i ‘s(me m which 1He Joint
e ‘Ui)Lll)’ 15 ‘u\.ﬂtgu, W ulCuG’vOf is u'}u -LSSCnl .Jh‘o :\‘ucr:‘.c, S fuuo, court CGS{S, a.‘.d olli clici
the collection -of uipaid amounts, . .

4, Ad;ustmcnts

B. Auadits 14 oo
A Non»Opc: ator. upo" 'hmncc m

hot'md fo)lm‘»
ﬁm‘(- fon e
clion’l, Whmv llu-ro are’ t\?n o mor
condiiet joint or simuldileous audits in Womh -

tor,  Operator shall bewr no portion of the Non- Opoxuion .md:l coxl n

to by the Opcmwx. »
6. Approvul hy Nnn ()pcmtorc

Whno an - approvil ar: other ajid

ons o ‘lhis Accmmlnw'l’mn-rlmc- ‘
o (.Olll‘.'\l voprovisions iy repned mm(-m. ()pm.ntm .smn nnury .ull Non ()|wm|«
the m'rnom(*nl orCapprovitl of W mnjority in intdvest of the 'Non- Operiiors shall he Cohlro

tors,

\'men('c o lhc Opua-
§'purapraph unless apreed

wﬁ!'bf llw nlms or th

el

'ngmconng, geoiog;cal or ‘other

citTcosts inTconnacticnswith:

1 o e




1.

2.

4,

-

bl

G.

g tract“fcr"'c ot !cchmf"\) Tered

9.

melo\ (. Bencf:ts

,S' rvices

ANl costy

——

TRE T CT CHARGES

- Opcmlor shall (‘h.nm- the lmnt Accoun{ Wwith th¢’ fol]owmu ftems?

Rentals ‘and Royaliies : o
Leasé rentals and royaltios pilid by Operitor for the Jaint Operations,
Lnbor

A (!) Salarics and W apes of Opcrn!m s fiold bihpli)_\'Ot's direetly employed on*the Joint Property in the ¢onduct
of Joint Operations,

(2) Salaries of First Level bllpl‘l‘\'l\m 8 in the field.

(3) Salaries and wages of 'I‘ochmc.lf meloycca duc(‘(ly omplovul on lhc Joint I’n openy if ‘;uch char gcs are
cacludcd fxom ’thc O\'crhmd ratcs,

idayv, n, sickness™ang dl\.ll)lhl)' benetits :\ud"dlh'cr ct"tom'\rv .mo“.m('cx paid to

ges: tre ch'crrcnblc 1o lhe Joint ‘Accountunder -Paragy aph’ 20 of this Section

“on @ Cwheinvind aspaid buisis®™ oy by per com.q,c as-

.1blo 1o the Joint Accel 1L nm.ox Paray .mh 2A of this
cosl experichce.

in*on al authority which are

cmploy
lI Such costs undor 1h|~ l‘.u.u,rnph 21 Mayv be cha
s '~'llar1L'Sr.m(l wages: chatyie
‘essnicntis used; thc rate shatl bc ‘bascéd on the Op

s imposcd by g

Scetion 11, I pexccn
C. pronulurcs or confributions made pursu‘mt to a<sowncnt

~applicable "to’ Opcmlox s 'costs chaigeable to ‘the Joint "Accotnt’ Gindot Pamgraphs 2A and 2B of “this Sec- -

tion 11,

Paragraph 2A ‘of this Section 1.

° : “¥e-
mes of a like i abor

cosl’ chargt-éb!c 10 the Jomt Account Rinder Pangniphs 2A and 2B of -this 50cﬁbn T shiall be Opo; ittor's "actual
cost not to exceed twenly per cont (20 (%), Or percentage most recently recommended by COPAS.

Mntcrlal

, ; y .m: may be Fequirs cd for l’mmccha(e use
and is’ reasonablv pnachcal aid consistent wilh’ ethclent ‘and economlcal operations. The accumulation of sur-
plus stocks shall be avmded

Tnnsportauon
Transportauon 0( employces and Mater)al ncccssary Ior lhe Join Opcratlons but subjéet o the following liniita-

tions:

A I Mai‘enalk moved’ to lhe Joint Prop ) v‘ from the Opm

be made (o’
; recogmzed barge terminal, or railway receiviiig point wheré like material is normally va)iable unless agreed

to by the Partics. : - : .

B, If surplus M'uenal is mov d"to Opera(or s warehouse or olhcr storagc pomt no’charge :hal] be ‘made ‘to the
‘Joini Account ‘for ' a uxslzinco greater thian the dxstancc 16 the: ‘nearest ‘relizble supply ‘store, ‘recagnized barge
terminal; oF railway réceiving point uni¢ss agreéd to by ‘the: Parnes ‘No chunge $hall Le'niade: lo the Joint’ Ac-
count for inoving Materlal o o(hen pxopc-mc-a beiohgmg {o Oponalor {inless agreed to by the Partics.

C.-In the abphcauon of Subpamm aphs Avand B above, ‘there shall'bé no obualxzahon of actual gross’ (ruckxm, cost
of $200 or less Lxcludm{, aceessorial charges. :

1ouso ‘or other px operlle no chaxgc shall

Para

Overhead rates,. The cost of professional consultiant services” or CANIrac! “5EIVi¢os: of lcu)mca} pé’r o1ned 5ot “di-
recily ‘ehgaged on' the Jomt Property shall not he chmged to ‘the Joint Account wéinless previously a(,rccd 1o by

the- Partzes. )

A, Opem(or <h'|ll clnr{:e the Jomt Acc0um for use of” Opcmlor owncd oqtn;imenf ahd tncx!fucs at rnteq ‘com-
mensumlc ity cqsts of! owncx ﬂlup ‘and opu-nlmn. buch rates shall include costs of maintenance, |cmu.s other
ation, aid mterost on’invesimaent not 1o exceed cight per cent (#¢4)

“r nnum. Such r.slc.s shull ot cxcced .woraz,e commcrcn] I‘ul(.s cununlly prevailing in the nmmcdmlc area

13 7A ﬁhovo, Oper..tor muv c)cct to ke .t\-(-ta;,c commor‘cml r.alc'; pxev’nlmg in

pubhxhcd by the Pétroleum Motor Transport Association.

Dmn.\gce‘nnd I.osscs 1o Jnm( l'ropor(y

apes or hofl, .m-itlunl ‘or othnr fiuse, (-\com 1ho o'wmllnu, 1w nrOpc
Lross. ) ,l,ht't‘nw or \\'mfu) ml\cmulud ()nc ior shail fmni.\h Non- Opvrnlm writien notice of ‘da
mcmrml as soon as practicyble dfter w Peport thercol hus hoen lc(‘(-ivod by Queritor,

Lcunl l.).pcnw ] 7 .
Expense of handlingi, investigating and setling litigallan ‘o1 clalng, Aisenipingor licns, pi
and amounty paid fOr settlement of elaimg im-unml nor T altingg - from “operations aiitter 1
neees l;:ny (o protect o recover e Jafig I'l'lm('rlv ' -j)( that 1o charjie for servided of (qu x( s lu;-
OF feés 08¢ e of outgide .nuumt-vs ST id el ess previonsly npeccd (oo by (6 Pavtics. AN ollier 167

L eRpenke is vonSidered o bu eaviral by e averhed provision of Seelion 11 wiless olhm‘w:w figreed 1o by the

Parties, except-as provided' in Section” ), Puvagrnph 3,

——2.——

A € N o 4y 3 s A St e s A gt B SN et § A b e 3 Sacn A b Wi h

the Joint Account for a distatice greater {hail the dxsla‘nce from*“the nearest: xchab]c supply store, -

the immediate ared nr Iho JomL Propertyless 204, For awtomotive cqtiipmen(, Operator may elect 16 use rates

D, Personal L\}Séhses of ‘those cmployces whose salaries and- wages ‘are chalgcablc to'the Joml Account’ ‘under

5

A o LN A S - 5
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AT

4 civadin

;
¢
1
H
i

10,

1.

12,

AR Gixes of «w

Taxes ~

tion thereof, or the pm(lmnon lhcwnum. .md whlch taxes h.wu
Purtios,

Insu'rn‘nco

Net |uomuun~. p.nd for insurance required (o beeaviied: for the Joml ()pm.ﬂmm for llw proluc fon of 1ho Par-
ties. “In‘the evem Joint ()m‘s ations are condutled iy a étate in whicly Operator may act as self- msmc for Work-
meon's Compom.«lmn and or }',mplovcn.s Liability under the w\pccuvv state’s laws, Operator may, ot its ‘oléction,
Include the risk under its sodf=insuranee propramind in “that event, Opma(or shall mcludc a charge at Operalor’s

cost: not to exceed manual rates.

Othcr E\pcmhlurcs
Any othcr c:mondxtuxo not covercd or deall ‘with in tho (mogomg provmons of this Socﬁ R 1L or in Seelion 11,
and which is incurred by {he Operator iif the nccessaly and proper eonduct of the Joint Operitions,

1L OVERHEAD

drilling .md p:oducmg opel .mom on, . )

(XX ) l‘mcd Rate B‘lsls, Paragr 'xph lA “or
; Panaglaph IB .

{ tept 'those dnocﬂy ehiargeable
undex Pmagmph 2A;. Scct:on 11 ’lhc cost 'md 0\])éaise of e \”xcca from ou e sources i cgnnection wilh
maltlers of {axation; u..n‘hc accountam, or malters bofoxe or involving gover ninental-agenicies shall be'considersd
as included in the Overhead rates pxoudcd for in the above
‘cosi and” expense are agrced to by the Paruos as a direet ¢h ‘gc 10 the Joint Account

ji.. The salax ics, wages and ch‘ ‘al E\penscs of 'I‘echmcal Employees’ .md/ox lhc cost of plofcssxonal consulianl
services and con‘tract scxvxces “of ‘technical pc:sonnel duecll) employcd on‘the Joinl Property sh.m () shall

; not (X) be covered by ‘the Overhead rates. . . -
A Overhead - Fxxed ‘Rate Basis : : - '
1) Operator shau charge the Jomt ‘Account at the Iollowmg rates per well’ pc: month:
Drmmg "Well ‘Rate $ 2’3,00‘00 ) ’ “n

230700

Producmg Well Rate $
(2) Application of Ovex head - Fixed Rate Basis shall be as follows:
@) Drnlimg Well Rale '

¢tion céﬂnpment moves off loca-
e 'shill be ' made durmg ﬁuspen—

the pcnod from date wox kovcr openallons,'wuh ‘rng,‘ )
that no 'churge shall be made duri ing -suspension of opcrations ror nttecn (15) or more consecuhve

" days, - o
(b) Producmg Well Ralcs - ’ L o
- ' [1]}:AW #etive wel! o:lhcr moducéd ‘or m;eclod ir!o for any porhon ‘of the monlh shnll be considered

as a one-well’ char(;e for“the entire moith,

[2) Lach active complcho‘n ‘n,.x mulln commotod weil in which producl on is not commmglcd down
hole shallibe considered as a onc-well charge: prov:dmg cach Lomp'euon is consxducd a scparate
well by the: govcmmg rcgula(ory au(honty. Lo o L

[3) An inacnvc ‘fras won shut: m bccause of ovorproduchon ‘or hnluro or purch.xscr tf ake the pr d‘uc-
dion shall be considered as o ohe-well charge provldmg thc &as \vell is du-cctly ‘conncclcd ECRD per-

: mnnent s.xlc.s oullot
[4) A _onc wc)l ch'lme m uy be: madc for. the month’in Whlch plum,mg and abandonmcnl opcrauom

wd lo inaetwc wclls covcned by uml atlownble,

\eljt'xslcd K
this Acc'mmnm' )’mu'«lmv is :«ll.uhcd 'l‘ho .uum
: Nty infise by the. pmcvm.um increase or deer h 3
Crirde Pétroleum “dind “"Gas Production kam‘ for e ast cale mp.n(.d o the © nlcnd.u yc-n"
preceding i sho sy (e Thtlex o averane weeKly carnings 1 stroluaiy and Gas Fields Prodie=

tion, Work orw s m:b); -hml by the Unitdd Stites l)rp.ulml‘nl of Labor, Dy ciu of Laubor Slitisties, or the
‘Lqui\'::lvnt‘ SinadianT livdes s |mhh*:h(-«l by Sttisties Canadi, niapplicable, Phe adjusted 1ates shiall be
the riles Currently in uhe, plus or mintis $hie computed  adjustment,

pl:vm;‘ the 14

"Paruc-ﬁ uch chargc sh be in i 1 of ‘e 0sts’ and c\pcnccq of all offices

¢ \clectcd Paxagmph of this Scetion 11T unless such™
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\l'u.c les ;
B) Opul utm shall charge the Joinl Aceount at'the Ioﬂowing Fates:

“(a) l)vvclopnwnl S e ~ r el : DL S
i Peicent '( ) of thc cml of l)uv(-lupnwm of lho luint l'm;wlly oxcluxi o of costs
provided under Paragiaph 8 of Scetion I and all =ulvage credits,

(b) Operating

g e ¢ . Se)of the tost of Opor.utnw ﬂw Joinit Pmpm ty om-mslve of costs provided
under Paragraj and 9 of Section 11, a1l salvifie eredits, 1hi value of injected substinces purehased
for sceondary recovery and all taxes and assessments which are levied, assessed and pald upon the min-

Lt cx al inter cs( in and to thc Jonu Proporty. .

age Basis shall be us follows:
dnu,m on a lwrcunmgo bnsua undor Pmurmph !B of this %clion lll de-

@

ncccsmrv in 'prcpm a1

pleted as-a ploducer y
.assels ‘and “any othier px jecl clcarl) dmm mblc as‘a fucd nw:l except M.um Con::lluclion :ts r’t‘: ned In

‘Parapmph 2 of this Gvchon HI. Al other costs shall be consldcxcd a8 Opcral:m,.

2. Ox-crhcnd Mu)or Coustruchon : : : :
tsiiendite. » ) ation of fixed nssets, the ex-
d descu, and anv other proy.cl clc.n-lv dxscermblc as'a “fixcd Hegot réqaired for the dev c!opmcm and
orati ¢ Joint Pr opo: ty, Operator 'shall cither negotiate a rate prior Lo the beginning of construction, ‘or shall
arge th ccounl for O\ erhead bascd ‘on the followmg rates for any ]\'ld]Ol‘ Conauucuon projdet in cxcess
of s 255000.00 4
A, 5 o of total costs if such costs are mo:e‘lhaﬁ S 25:_000. QL But less than §.1005 000 .QQ_. plus

/¢

“B. ___3 < of total ‘costs in excess of $___100,000.( 00 but less than $1,000,000; plus
. C. ._2_____.% of total ¢osts in excess of $1,000,000.

Tolal cost “shall mean the ‘gross cost of an) one prOJcct For the purpose o( this paragraph. the componeni p’uls
of a smgle pro;cct shall ‘not Be treated scparately and the cost of dullmg and wor kovcn wells shall be exeluded.

3. Amendmcnt of Ratcs ; . .
‘The Overhead 1ales pxovxded for m thls Sechon I may be amended from {iine to time only by mulpal agr cement
- between the Pa:txes hereto if, in pract:co, the rales are félind 1o be insufficient or éxcessive. .

IV PRICIVG ‘OF JOINT ACCOUNT MATERIAL PURCHASES TRANSFDRS AND DISPOSITIO\'S

‘make proper and ’ﬂ;mc}y charges and eredit fo; all ma-
it pr ovide all Matdiial for tise oiy (e Jaint Property; how-
he' Non Opermm

D¢ nsxbylge for. Joml Accou‘nt Mgternl and sh'al:

' P
ot xd]e and/or 51
& _;kxnd or sale to

N

'Mat rxal_purchascd shall bc charged al’ ihe price pmd by Operalor al‘tcr deductxon of a)l discotints’ received, In‘case
‘of A und lo be defeelive or returnéd to vendor for any other rcason, credit shall be passed 4o the Joini

Account when ad;uslmenl has been ‘received by the Operator.
Transfcrs and stpocxlions

Materxak furmshcd to ke Joxnt Property and Material transferred from the Joint Property or dlsposed of by the
‘Operator, unles.v. othcrwxse agréod to by the Parties, shall be prxced on ‘the fonowmg bases ‘éxclusive of cash dis-

eonnis;

A, New Materml (Condmon A)
""" ¢.pipe,sh

priced at the current new price in cffect on dit

.maxnmum Vc:;rload‘or bar
published price f.0.b. rij
~where such Material'is n
(2) me Pxpe

“(a) Mov cnt of less than 30, 000 pounds shall be priccd ‘at the current new pr:cc, in effect at d.ztc o{:
“mov § listed by n rclmble sUpply store neﬁrost 1he Joint Proparty where such Miterial is nor-.

mally av la)blc
(b) Movemonl “of 30 000 ‘pounds or more shall be priccd under provisions of Tubhlar poods pncmg in Pam—
gruph 2A (l) of tlns Seetion IV,

(3) Other M.:lorlal $hall bo ‘priced at the eurrent new nrlcu in it l(tl datcof movomvnl m lmtcd by a loh.dﬂc
—supply store or Iol). raflway receiving point neivest the Joint Property where wch M'ﬂonul is normally

nvmlablo ‘
B. Good U.»od Mai(-nnt (Coudilim\ Il) . Bt

Mute TR mmd ind serviconble omliﬂun fmtl suitable’ rm reuse w:lhou! mcov‘,dllwmm
(1) Mnturi.d moved (o i Joint Pmp('rty

(u) Al seventy-five p(-nvnt (76°) nl currént noew price, oy dn:uminmi by l’ulut'rmnh 2A of (his Section IV
(2) Matoriil: novéd from the Joint Property ) - e ‘

() AL seventy=five pereshl (1945) of eurrent new price, ox detérmined by Parigiiiiph 2A nf'tlii:: sminﬁ”iv,

it Muterial wak mnvinrully cll.nl'vd 16 the Joalnt Accotint’ as new Mutorinl; or

yoreeelviRg point or recognized barge terminal nt.u‘est the Joint Property
mally available,

wans e

("

Operalo. “shall: make lnmely dlaDO\-lllOn ”

NS

onad Wcmht basis; regardiess” of - quantity transferred, (.qu”aiucd' 1o-the-Jowest




: (b) ui .slw I pwu‘nl ((:’)‘.) ofF et new ) wu, s xlv orimined In'“ :
1V; lf Materinl wis originally chivped 1o the Jnmt Auounl as good used M.tlmi:il
vent - (7647 ) of Ulll(‘l“ new price.

The cost of numdx(mmm., A any, shianll be absarbed by Hw tmns{urrmg Property.
C. Other Uscd Material (Condition C and D) '

H1 su\'vnl) “five pers

Materinl which
after lvcnnfhllunlnu1-11‘:1!1 bc puc«'d K '
graph 2A of this-Scction 1V, The: cost’ ditioning shnll be ch.m.cd to thc 1cccw|nu pmperty pro-

vided: Lom!:llon C value: plas cost of reconditioning does hot execed Condition B value.

(2)

All other A ini, incluc j “ishall’ it a vnluc commcmumlc w:lh its’ uso or at prcvm!mg
prices, (M nre | g

. priced on’ 50 : 3 u<c ’for %uch othol pmpow Opor .)lor ‘ay dis~
‘posc: of Condition D M.nteuul undex plO(.(‘dUIOS normall) ‘utilized by thc Opcerator wnthout prior-approval

of Non-Opcl .llOl'S

lm.}i is sénlceablc and utable!

"alcm 107 that which \\'Ould Uhllf\’ - ¥ ¢
the’ Parties. Such price. should” u:qux in the Joint Accoum bcmg ch gcd with the Value of the ‘sérvice ren

deréd’ by such Matcx:al :
E. Pr:cmg Condmons ; ' e ) : R

ding and unloading costs sustained, when
rovisions of Paragmph 5 of Section* II

actual hatling cost of cuch lubulm ;,oods are cqualued unde
(2) 'I\I‘atéi'ia‘l‘imvo)wng ‘eréction ‘costs shall be c):angcd at apphcab)e percentage of the current l\nockcd down
price of new Material.

3. I’rcmium Pilcbs

I8
of such Material’ suxlable for use and accep‘lab]e 10 Operator

4. Warranly of Materml Furmshcd by Opcrator .
- QOperator. does not \»anant {he’ Material Iurmshcd ‘In case’of defcctwe Matel lal credit shall’ ot be' passed to the
Jomt Acconnt until adjustment has been received’ by Opez ator from the manufacturers or théir agents.

Y

, , Y. INVENTORIES N
The Operator shall mamtam delaxled records of Controllable Mater xal

1. Penodxc Inventorlcs, Nohce aml chroscntauon

1 d 'S followmg the takmg of ‘the: mventory Inventory ad-
Yade by Ope:alor with“{He Joint Accolint Tor “overages and shortagos, bt Opmator shall" be
~ held accountable only for shorlages due to lack of rcasondble d:lxgence -

3. Spcclnl luvcntoncs L ' : =
Spcclal Invon(oncs may b takcn whcnever thcrc 1s any sale or changc of m(eresl in’ ‘the' Joint’ Pmpérty. Itshall
‘be ‘the 'duly'bf~"t ¢ pai‘ly sellmg 1o° no(»fy ‘all’other Parllt.s ‘as qu:ckly as possible’after the tiansfor of interest takes
pl.nce ]n such c.lses, L6th the scllcx ‘and 1he purchaser shall be ‘governed by such inventory.

4. Expcmc ‘of Londuclmg Periodie Invcnlonea
“The "expcnsc of conduclnu, pcrm(hc lnvcntm ies shall not be chargcd 1o’ the Jomt Acccunt \mlccq az,lccd {o by the
P'lrhcs. ;

y
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EXHIBLT “D"

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT
DATED JULY 1, 1981,
BETWEEN YATES PETROLEUM CORPORATION, ET AL MOPERATOR"
AND DEPCO, INC., "NON-OPERATOR".

ADDITIONAL- INSURANCE PROVISTONS

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

benefit ‘and at the expenqc of “the” partles hereto, as" €ollO\

(A) * Workmen's Compénéafion\InSuranco as contemplated by the state in
whlch operations w111 be conducted Zhnd Enployer s Llabllzty
Insurance w1th limits of mot less’ than $100 /000,00 per employee.

(8) * Public ‘Liability Insurance"
'Bodily “Injury - $500 000.00 each occurrence."

) Automobile Public Liabllxty Insurance'
Bodily Injury - $250 000 00 each ‘person.
B $500,000.00 each occurrence.

Pfoﬁétt§ Damage - Slbﬁ;GOOTOO”cach;dccureﬁCe.

Vﬁxcéﬁcfos atthorized by “this Fxhibit‘"D“, Opetator shall ot make ‘any charge to

the jdiﬁt account for insurance - pfem;ums. Losscs not covered by Operator's

;insurance (or by 1nsurance required by this agrcement to be carried for the

)v'bcnefit and at the expcnsc of the parties hercro) shall be charged to the

‘joint account. ;




EXIIBIT "

ATTAQIED TO AND' MADE "A PART OF OPERATING AGREEMENT
DATED JULY 1, 1981,
BE TWEEN YATES PETROLEUM CORPORATIO\J ET AL "OPERATORY
“AND DEPCO, INC., NNON-OPERATOR " . '

, - The parties to” the Operatwng Agreemént to whuch th1s ‘agrk 1]

«attached own the work1nq 1nterest in tho g9as rights undcr1y1nq he Unit! Area
covered by: such aareement in accordance with the percentaqes of part1C1patlon as
set forth in, Exhibit "A" to the Operatlnq ‘Agréement.

;theretorhas the r1qht to take N s share of qas producod from ‘the Un1t Aréa and

;:15 not -at any t1me

}.'(@100%‘) of the a’HovabTe gaspr gred”
requ]atory body‘ hav1ng 3ur1sd1ct10n and sha11 be ntitled to take and
” ' &l ( ”gas product1on, howevgr, no party

regUlated thereto. by State regu]atory
“gas’in’ p]ace. A11ipart1es hereto
"recovered frpm ]

show1ng_thelt6ta1 antity of g ( 5 the' ‘amot
- vented or lost, the total” quantxty of Yiquid h rOC
~and the’ month]y ‘and cumuYative over-and under account of each party.

payments assertedi ro

“to whow each’party is- acCountahle. , 'royalty owner" “$hall include
“of roya]ty, overr1d1ng royaltics, productwon paymentsf and s1m11ar 1nte o5ts.

~Enﬂ§ﬁ3@u
Page -1~

qual to 1ts’fu11‘
f}qas used 1n‘




:;ﬁrtébynotjCQ;t;Qtﬁe”OpcﬁSfdﬁ.-ﬁny%barﬁy?at ahyi;‘g“'““;‘

1iver{na to 1ts purchaser : v oduced from a

3:'—:}1\,3:\3‘("2 ssl?f’(jh "'(tf“l-laé‘“ﬁﬁsiWji“f‘h] ace less such party's share of gas used Anoperas - -

tions, vented or lost. in addition to such share, cach party, 9 ncluding the Opera-

tor, antil it has recovered 1ts gas in place and balan¢9d>thcngs;gccount as to

its 1nt0fc9t:‘Shallgbc@Entitléd~to'takc or_dcliver to its purchascr a share of

gas dotermined by multiplying Fifty percent (50%) of the intercst in the current

gas production of the Pé*ty§°VfPa”t1°5‘WitJ°Utugas‘injplgcg'py;a fraction, the

numerator of which 1s,the;jntercst,in'tpe>pr0rapionkqg;t of suclh party with gas
e enoiiinator of which is the total percentage fnterest in such

asor fts full -share of. the qas |

place and 01 WRACH 13 tal. pereentase ressy 190
;2°$;i?§n3ﬁﬁit‘0f all parties with gas in place currently ;aking’qr‘deliver1ng to
a ‘purchaser. . .

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

o in'shal 1 be construed to dery any , From i
to time, to produ | take ‘or deliver to its purchaser its full share of the
:%Tgégﬁievgégi_broduction' to ‘meet the deliverablility tests required by its
‘purchaser, provided that’ said' test should be resonable 1éngth, ‘normally not to
_exceed 72 hours. i

ny?fﬁé?riéh;,;fromftiﬁe

1d production of gas from a proration unit be permanéntly discon-
1d PO count is balanced; settlement will be made betwéen the
‘ <od parties.. In making such settlement “the *
11 be paid- ‘sum '6f money ‘by ‘the" ov ;
5le ‘1o fdyéﬁ”’bﬂuctiOh‘Whiéhjsaidfdv ¢ rty receivéd,

o< ‘theretofore aid;{at’the}é“betaﬁle‘pr;cefdef1néﬁ*ﬁé16w for
1 qual to that for which settlement is made. For
arce, the price basis 'she e th e received for
1d ¥ interstate ¢ price basis shall be
t ‘to possible refund;

sale of the:gas. For.9as s010 ‘T .
the rate collccted, from time to tITe to possible rejund
a5 brovided by the Federal power CommiSSION pursuzit to A7 order, or settlement
,aﬁp]jééﬁje;tb”the’gas sold from such ¥ lyfplu§gany*add1td“’alwcollected~ambUnt
applicable 10 \timately required by said Commission to be refunded, such ediition
31“chjéctb¢ramQUnt“to]P¢.accou"ted‘fdr‘atESUCh time as final deterfiination ‘is
made with respect thereto. . .- R .

ditg paragraph, it is
TS

t preced
nder Shall haye the optio

fine prior to
t “gach overproduceéd:
ash iset ént.  1f such

he date ‘of such itten ‘demands) within
eceipt of such i ittén ‘demands by the
“provided 1n Jast prece

in this paragraph can only.b
arty on the ‘same:pror

" N it

¢ cxercide such optio

remaining v ced recoverable gas FCSEIrvE
nt to be’br " into'balance by actual productio

for its gas accoun | nto'bala : 1 product
; anée of 'gas production from such ‘proration unit.

‘are Tnaddquate for its gas acc
pribr‘toApehnanent di'scontinu

Wothing erctn shall’change ‘or ‘a sct cach' party's oB1igatisn to pay
‘ iﬁﬂétclyhhgfl>fdf‘f@liurTQgﬂséégnﬁ g%jqbiTitTes “incurred, as its share
;fﬁet‘f6?£h‘ﬁﬁfthe Operating Agrcement. - N . ‘

: tute ‘a soparite _each prora-

i AvdarahdsHall become '¢f | e with its
“tonis and - shall ren V- force and ceffect so’ 1ong “as the Operatiify Agrdditnt to
which it 1s uthaChbdi',(a1n§jj@;cffectt~andksha1] jnure*to the beRGTit of and be
binding upon the parties hereto, their successors, Tegal representatives ‘and
‘assigns. - - ‘

Txhibit VB
Page -2~
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(1)

2)

(3)

(4)

“(6)

'nuring the performance ot this contract, the Opcrator nngQS as follows:

The Operator

dts books, records{

*rules, regulatzons, and orderq.

ATTACHED TO AND MADE A PART OF OPERATING AGREIMENT
l»\un JuLy 1, 1981, R
BE IWLLN YATES PETROLE(M” (()RP()RM TON, ET AL TOPERATORY

AND DEPCO, INC, , “NON—OPrRATOR"

‘ BXBIBIP “¥"
EQUAL EMPLOYHENT OPPORTUNITY PROVISION

“ .

Thc Opcrntor wxll noc dx criminate against, any omploch or. npplrcant

for cmploymnnt ‘because’ of ‘race, colox, rcligioh, national orqun or

sex. The Operatox will take. a[flxnatxvc action ‘to ensure that appli-
cants are cnploycd ~and that cmplo ees are Lreated durzng employmcnt,.
without regard to their race, color, rclxgxon,'natxonal origin or sex.

“Such action shall include, but not be limitecd to the follon1nq- anloy—

ncnt, upcrndlng, demotion, or Lranufcr, rccru;tncnt ‘or recruitment ad-
vertlsxng.blayoff or ternxnatxon. ‘rates of pay.‘or othex forms of com-
pcngat10n~ and selectlon for tralnlng, 1nc1ud1nq approntxcvshxp.;kThc
‘Oper or agrces to ‘POst in conspiciuous places 'avaxlable to‘employees
and appllcdnts for enploynont noticecs to be provided for the contract-
ing officerx settxng forth the provxalons of this non-discrimination

clause.

?ho Operator w111 “in all sollc1tatlons or advertisements for cmployoov_
placed by ‘or-on behalf of ‘the Operator, state that” ‘all qualified ‘appli-
cants will receive con51deratlon for employiaent without regard to race, -
color, religion, national origin or sex.

The Operator'w111 send to each labor union or rcpresentatlve of vork

with which it’'has a collective bdlgalnlng agreement or ‘other contxact
or understandlng, a notlce to be provxdea by the: agenc; contractlng '
officer, advising the 1ahor union or workers'- represéntative of the

I

'Opcrator s -commitments under Sectlon 202 ‘of Tchutlve Oorder 11246 of .

Septemoer 24, 1965, and shall post coples of the notice in consplcuous
places avallable to. employees and appllcants for employment.

LR
3.

‘The Operator will conply W1th all'provisions of Exécutive Order 11246

of Septémber 24,1965, and of the rules, regulations, and relevent orders

“of the’ Secretary of "’ Labor.

”ill furnlsh all'znform fon and rcoorts rcqulrcd by Erecutlve
Oxder 11246 of‘September 24 1965, and by the rules/~requ1atlons, and ‘orders
of the’ Secretary of‘Labor, or' pursuant thereto, and will permlt ‘access to
“and accounts by the contrac
of - Labor for purposes of 1nvestlgatlon to ascertaln ‘compliance wlth such

in the event of the Operator‘° non‘ciwpllance wlth the non dlscrlmlnatlon

<c1auses of thls contract or w1Lh‘any of such rules, regulatlons, or’ ordors.

; ive’ Order 11246 of
Septcmber 24 1965, and such other sanctlons may be 1mpp¢ed and rcmedles
invoked: as provrdcd in Fyecutlve Oxder 11246 of Septenber 24, 1965, or by '
xule, regulatnon, ‘or order of the Sccretary of Labor, or as othcrwxse pro-,

~ vided by law. - , : O

Fxhibit “F"
Page 1

g“agjncy and the Secratary
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{7) ‘e Opornlor will )ncludn the proviqionv'of Paragxnphf (1) Lhrougn
o in evexy subcontract ot purcha'u ‘order unless exempted by rules,
rcqulalzon-, or orders of the: Secretary ‘of Labor {Gunued pursuant to
Section 204 of lxecutive Order 11246 of September 24, 1965, so that
such pzoviqxon' will be binding updh cach «ubcontrnrtor or vendor.
The Oporntor will take such action with res spect” to any subcontract
or purchase order as the contxnctzng agcncy may dircet 'as a means of
enforcing ‘such provisions 1nc1ud1ng sinétions for non- compllanco.
Previded, howcvcr. ‘thal in the event the Operator becomes involved

'f,in, or is thrcatcncd thh lltxgatxon with ' a subcontractor or vendor
as a result of such dlrectzon by the contrnctzng agency, the Oporator
may rcqucst “the” Uq:tvd Statees to‘enter into such litigation to pro—
tect the interests of the United Statcs.

JOp»rator acknowlcdger ‘that it may be requlred to file standard Form'100
(EDO—I) pxomuleted Jjointly by the Offxce ‘6f Fedceral Contract Compllancc, the
Equal anloymcnt Oppoxtunltv Connls >ion: and Plans for Progrose thh J01nt Pe-
portlnq Conmxttee,kFeceral Depot;,ﬁeffersonvxlle, Indxana, wmthl tthty (30)
‘day ‘of the date of c¢ontract® ﬂward if such report has not bcen fxlcd for the
current year’ ang otrcrnlse conply With or f;le such other [ole] Dlldnce 1eports
as may ‘be requxred under Excceutive Order 11246, as amenocd and Rules and Fe-

mggulatlons adopted thereunder.

) Operator fufther acknowlcdges that he may be required to aevelop a written
affxrmatxvc action comyllance program as requxred by the Rules and Regulat*ons

approved: by the Secretary ‘of Labor- Under authbrlty of Executlve *Order 11246 and

supply Non—Operators with a copyof such” proglam "Lf they so request.

CERTIFICATION OF NON-SEGREGATED FACILITIES

s

=y Operator assures Non—Operators that it does not ahd will not
maintain ‘o prov1de foriits gmployces any §egreqated faCllltleS at -any
of its e'tabllshments,,and that it does not. and will not - permlt Bk o
employeea to" perform their servzces at any 1 eatzon, under lta ‘control,
where scgregated facilities are malntalncd For this purpose it 'is
gqnderstood that the phrase “segregated fac;llLles includes facilities
wWhl h are 1n fact seoregatcd on a bas;s of race, color, rellqlon or

‘;aellltxﬂﬂ i e*kto performTthelr
services at any lOCatxon ‘under its control where Segrﬁgd»bd ‘facilities
-are ma1nta1ned is a violation of the equal. opportunity’” clause requlred

by Executive Order: 11246 ‘6f September 24, 1965.

..

o Operator furthex undnrstdnds and agrees Lhat a b)ekch of thc
assurance hercxn eqntalned subjects it to the prov151onq of the Ordcr

»

.fraudulcnt fepxescntatxon may be’ liable to cr;mxnal proaecutlon under 18
U 5.C. 5 1001. , .

Expibit "Fn
‘Page 2
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Primary OByEcTIVE: |
PurposE :

Type WeLL :

*‘;’.“?ljri ;o
CVIHTHOARY o annonnyy

A .

2(;1 [ 210) 311 rmunu H'ln
ARTEGIA, Nl W MIERICO 'Baz2i10

YELEPHONE (303) 118 1323

LERSE MAHE Gui it QR Gom 1 -
Counry. Chaves \TAT New Mexdco

Hor1z0N.: Abo’ Est. . 4500

EsT. COWLET{ON DATE

0IL X1 Gas

DritLinc-New |

| xI
||

DEVEL OPMENT

‘9222

: ‘;'APPROVAL OF
* ACCOUNT WiiTH
'UNLESS THE - NON

INTAIGIRLE COSTS:
‘9210

STAKING PERMIT & LEGAL FEES
LOCATION, RIGHY=OF~WAY .
DRILLING, | z.soo
DRILLING, D
MOVING IN,

R 319/t

DA‘fS 8 s1130 /DAY

STIMULATION
_ CONTINGENCY B T
' TOTAL INTANGIBLES

) ,HELL EQUI PF’FNLCDSTS

CASING: _13—3’/8"" 48# H-40 @400

| RECOMPLETION

[ x| ExpLorATORY

DAYS 9 $4100_ /DAY

NE I 8i1-
REVISTON #

I)AT: May 14, 198

=113:0

i3 -

Soe, 26~

[‘ST Srup DATE
DRILLING CONTRACTOR

1”71 01 AND/OR GAs

It OTher (SUpPLEMENT AFE, ETC

Dy HoLE
$ 200 $ 200°

8800 9300
~16400 . 16400

- o s s B

”SQO ' 800

-

———— e o e e

e ——ti

7300
9500

1200
. 9500

_8-5/8" 244 K-55_ @1500°"

19500 19500

125100‘

15900

s B -

9302

-9302. 4-1/2" 9, 5;; x—ss 24500
19303 - £2-3/8" 4,74 1-55  04300"
9304 CIAL EQUEPH NT R
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The person to be pooled tnder -
T5S5-R24E

Sec. 23: SHNE%, SE%
Sec. 26: N%NE%

is JOHN HILLIAM
207 South LaSalle Street
Chicago 4, Iilinois

EXAMINERIHEARTNG
July 2, 1981
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. DILL McCAW

INFORMATION ON JOKN WILLIAM WOOD
(T-5-s, R-24-E, Scction 23: SE/4, S/2 NE/4
Section 26: /2 NE/4)

‘Wood!ls in

‘Mr. Butterfield 'was an att‘rney.

Dced dated 11/15/50, Book 146 page 469, from' A. E. Butterficld
and Gladys L. Butterfield, h1 wife, to John William Wood of °

209 S. LaSalle street Chlcago 4, of Cook County, State-of
Illinois, conveyxng a 1/16th interest.
As of 11/3/80, there is no Death Certificate in State of Illinois.

A E.\Butterfreld is deceased. I acquxred an 0il & Gas Lease
from Gladys ‘L. Butterfield, a w;dow, of Tuscon, Arizona, for ‘her

. 1/16th interest.

Gladys L. éﬁfcéifféfd did not know John William Wood.

b ¢ have cont cteq, through telephone 1nformat10n, all of the
e'Chlcago area and ‘have'not - found any that were
related to or that know John’ W1111am wOod 1 contacted numerous
law f1rms tHat are in the building that John William Wood was 'in
at 209 s. LaSalle ‘Street, ‘and ‘they had not ever heard: of John
William Wood. It is a large’ building. I also contact'd'the
Managers ‘'of the bulldzng and: thcy did not rémember a. John william
Wood and do not keep recoxds’ of their past tenants ‘due to the

size of the. bulla1ng.

I felt that John w:111am wOod

could p0551b1y be an attorney and there were numerous attorney s
located in that bulldlng. I wrote the Attorney Registration

Commlss1on of Illxnoxs.k As of July 21, 1980, the records indi-
cated ‘that “John ‘William Wood 1s not admitted to’ practxce in the

‘State of Illlnozs.

ibus;ness assocxates. Mr Butterfxeld liv d, n‘Olney, xlllnoxs o

atone tzme.ﬁ I ontacted ‘Greag Benford, ‘an abstracter in Mt.
Pleasant, Mzch, n. ' He did remember Mr. Butterfleld. He checked’

‘the records 1n that county to ‘see’ 1f Butterfleld or Wood™ had

ngen any deeds ox leascs in that county and found nﬂthlnﬂ',

I also talked to an attorney in Mt. Pleasant Mlchlgan ‘that knew
Mr.’ Butterfxeld ‘however, . he knew. no. other business: assoc1ates.

Ralph Gexrox, in Tuscon, Arlzona, ‘was once ‘Mr. Butterf;eld‘f
client, and he did pot know any of Mr. Butterfxeld s associates.

. ‘ : 3 JULY 2, 1981
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Fresioenr

.
Al s H - 4’

JU \' [ R WY
ey,

‘wice PRESIOCHY
JOMIE A YATLS

VICE. PRESIDINT
: 8. W. HARPER
SIC. .TREAS

ART@SIA. N(;W MEXICO 88210
VELEPNONE (305) 7481331

~ June2, 1981
- M. John lhmfa 60
209 South La Salle S
‘Chicago 4, INlinois 60604
g Re: . ! , ‘Range ‘24 East, NMPM
Section 23 SHNEY; SEY
Section 26 N';NE's

Chaves County, New Heéxico

Dear Mr. Wood:

g“1n .egard to your m1nera1 1nterest under the cap—

1amw
Our records show that you own'a 1/16 interest

tioned acreage.
in this area.

We would ‘be ‘intérested iileasing this acreage from You.

kPTéESG‘éall or writéimerat the above address so we'ﬁéy‘discuSs
terms.
Thank you.

Very trb]y yours,

Randy G. Patterson
Land Department

Janet Moreau

_ A/NEW MEXICO -88210
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DATE: July 1, 1981

FROM: Janet Moreau

In ad&ifibh to”thé'séarch iﬁstfgated by William J. McCaw I also found:

1. 1information Center of chicago Library could not find any current
or outdated address for Mr. Hood. The last city directory made
for Chicago was in 1929.

2. VNo:dé&fh}Cért{ficétéEﬁffom:StétéSfbf~Jndiaﬂa,;CaTif6Fhia,{EioFida
or Arizona (Sent to last three in hopes that he retireq'thére).
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AADL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

OPERATING AGREEMENT

1
C 2
3 Tlll‘w AGIEEMENT, ntired” G Dy andobetween o YI\’H‘ N l'ROI.LUH CO"POW‘?‘.IQF‘ a.
4 _New Mexico! (oxpoxution, 207 S._ath .:U.cnt, I\Ho 1a, HNM O ereinter desipnated sind
5 referred to as ()pv).um " amd The \u:n.u!m\ p.ul\ or p.ulw. nlhu' Ahin Opu Mor, sonetinies heréinafter
6 referrved o individually Héfein s “Non-Operator”, 'md colleetively us “Non-Operators”,
8 \\’ITNHSSBTII:
9 ,
10 W}]FREAS the panws 1o lhh .n;um\nwm are owncn of “oil all(l pas leaxes .md or oil ‘ll\(l s in-
11 terests in: {he land identified in F\h:bll “A" and the partics her olo lm\ ¢ reached an apreeniont (o C\plow
“32  and dmdop these Jeases and or oil aid gas ' inlorests for e moduclmn Of HIY ARl gas 1o 1he o\hnl and
13 as lieréinafier ])lO\‘ld(‘d
M O R T e ‘
15 NOW, ‘THEREFG?XE. it is agréed as follows:
16 | ‘
Y] i . - \ PR r
18 DEFINITIONS . o
19 ; ; . . o : ; i ) :
.20 As used in this agrecment, thie following words éuid‘téi‘ii\s shall have the méinings heve aséribe@™ - {
21 to fhem: ' : )
22 A. The terni “oil and pas” s ns 'mhcud pas. fas  condensate, and an ol ;
23 - or gascous h\'leCdlbOl]b and “other mmkelablr- substances pmducc(l ‘th‘lC\\'iﬂ\ un!ms an micm {o
24 limit the inclusivéness of this térm is ~pcuﬁcalh stated. '
25 B.The terms “oil and yas lease”, “lease™ and “lcasehold” shall mean’ the oil .md gas loases cov- ;
26 v‘cnng tt.!us of land’ dying wxlhm {he f‘onhact Ar c'l which are owned by’ the p-mw 1o this amccmcnt ‘
27 C. The tcrm “*oil ‘und gas inicresis” shall mean Jeased fee and mineral inlcrests in' tracts’ of
28 land lymg \vxthm thc Contract Aréa whlch are owncd b\ p'nuc; {o thm“\gacomcm ‘
29 D. The tmm ‘Contract ‘Arca™ shall midan all of the lunds, 61l :md #as lcaschold 1nlomsts 'md oi)
30 and. gas: intérests m!cndcd 1o be dcvcloped 'md operated for oil and: ‘pas prirposes under this agr dement.
31 Such lands, oil dnd’ g'ls lcns ‘hold mtotosts and ofl and’ gas _interests ave described’ ‘in Exhibit “A™
32 E.:Thé térm "dullmg anit’ <hall mean ‘the arcn fixed for RUT dn]lmg of ‘one wel” by order or rule ;
33 of any Vstatc ‘or federal 'body having autFority,: a dvitling unit’is not fixed b\ any such Tule or ordol* i
34 ng umt shall be the drilling unit as Mtabhshod by tHe" patll-m of dul)m{.’ in‘the Contmct “Avea *
35 X ) c pxcss aglccmcnl of the Dn]hng. Partics,
36 : P The terin “drillsite” shall mean the' ozl and’ gas lense or interest on which a proposed w cu is to o
37 be localed. . ‘
38 . G The (erms “Dx mmg Par ty" and “Consonlmg Panlv" shﬁn mean 'x par(\ \who' sgrees lo join in
39 and” pay its: share 01‘ the cost of ‘any’ opelahon conduclcd undc) the pr ovisions’ of this ug: ‘cement.
40 no oI 'I'ho tcxms Non D Illing Pmls" and “Non- Consenting Parly”'shail mo'm a party’ who élects
< 4] ‘not 1o par hcxpa(e inva pxoposcd opexatzon '
C 49 , . : ;
43 - Uniesq (he conlc\t othierwise clc'm‘ljf ih‘dicatcs, woxds used m the singulm mclude the ‘plural, the :
44 nlur-ﬂ “ineludes -the §mgulm and lhe nculel gendct mclude\ 1hc masculine and the feminine. . i
45 .
46 -  ARTICLE 11,
47 : ; ) BXIIIBlTb
18 R . -
! 49 The followmg oxlublls, as n'ndmalcd bclow and’ altached honclo mc mcoxpomled in’ and mude
:50 "
52
53
54 °
g 55 nd gas leases and/‘or il and S"mlmcs!s sub;oc( 16 thx:, .nuroomont
;; 56 (o) Addno«‘oq of p.n'tms for’ no‘l.cc pmposoa
i 57 ([0 B.Ex S Form’of Lease.
! “58 B¢ C._-: “'C“ _Accounting Procodure, 0
1! ){ Dok "1 " Iisuit
6o PN ),\mbu 5", (umfllal.mcm:' Au!ccmem R _ &
: 61 3¢ P Exhibit “F" Non<Iiseitisination wnd’ Cortificntion of Non-Segrégted Facilities, i
62 IR :
63 If iy prov 30N "or any oxhihil c\ccnt l‘\lnbil NS S mumw.lvnl wilh diny pro.vi\lon cnmunml
64 in the body of this ugreement, the Provisions In the bady of this agreemoent shall |ncv.'|il
b 85
66 - ‘ :
81 v g
70 ’ ’




CASAL, FORM 610 « MODEL FORN OPERATING AGREENEN'E - (977

“j ,
2

3 : , , )

4 A, Ol and Gas Inferests:

5 : , ' -

G H any party owns an nuh-‘lwd oil and gy fstérost in o the Conh.wt Arca, llmt interest sli:lll' be

7 treated for‘the pmpoxc “of “this dpicemont and dmin;, the toim  hiteol as "if I wére a Joused  infoiest
8 under the oy of ml and pas lease alt.lclu-d ax B hilit “B3™ . AsT1o such ‘mierest; the owner shall re-

8 ccive royally on pmduchnn ploscnbr-(l i the forim of il and ;..n\ lease dll.l(‘hl‘(' hereto as Exhibit :
10 . “B™. Such’ party shall, how aver, e subject 1o all of the provisions of: ﬂua agy comvm wl.lhm. {0 losseos, :
11 to the exteat thiit it owns the Jessee interest. :
12 : . ot
13 B. Interest of Pirties in Costs and Praduction:
14 : /
15 . E\hibif YA dists all of 'lh"c"’pnrtws and their tccpcch\ ¢ pmccni.u'c or fmchonal mlclcsts ui 'dct this

‘16 ngrccmont Unloss chmu.cd by oihor plovmon~.. all cocls and lmhlhlw\ incuvred in oper mom undcr‘
17 - this .u,rccmonl ch.m be bonu, .m(l p.nd. and all oquxpmonl and: nmiclml a(qnno 1 in® oper ations ‘on the

18 . Contract Arch ~ 11 e owncd Ly the’ partics ‘as’ their mtcrmh are shown in Exhibit =A™, A)l pl oduc-

18 tion-of oil'iind g:n‘ fioni ihe Confract ‘Area, subject 1o’ {he” payment of “lossor's mvnlhm FIRIK R TRA 0N }
20 WMM \l I also: be owned b\' the parties in the saime mannel dmu.’g the fmm ) (
21 hereof: P ided, however: a1’ nol be deemed an’ “assigninent or uosx-.xsxngnmcnt ‘of ‘interosts’ cov-
22 ered hereby.

23\ ‘ . . r g i H

24 CARTICLE IV, ‘ _ - » : ’
25 C ‘ TITLES ..

3. il dml gzm mtexcsls mcludod ‘or plmmcd to bc mcludcd m‘lhe dullmg, unit's a such \\ell
~32 Thc opm]on will ‘ificitide the ow nemhxp of ‘{he \\'oka;. interest; mii a’)s lovall}, overn(h‘ng 10\'a1ty
33 .md '1‘oducl|on paymonh undm 1ho npphcab!e lcases' At lhe lime a well is pmpo%cd each pnrty con-

mlc opmxbm title’ mpexs
e ppsscssnon of or ;

’

- 39 ’Copms ‘of all title” opmxons <hall be fmmshcd lo cach p:uly hereto. ’I‘hc cost mcuned by Operator in
-40  “this hllc pr ogmm ‘shall‘'be’ borhc 4s follows:

4] ;
) Co : (O] . .
3 T8 PRI XVEYPFLICHIPTC P2 KA B B PPUY-CLLIR T L FTVIC ) .M .

43 N4 C o TR PITI P | zu ey ;.;. PR TS i bt
e S EaR e v o : s

43 preliminary, stipp emonlal "shut= m gns 10\" ﬂlv“onmmm .ml’ Lisdérer—oOTTICT uuc‘dp‘lm‘ons) ‘'shall Le a

44 part of the adminisirativge aussshent TS TToVIaCG in LxhibitC." and shall"not’ be u “direet charge, whether

ry V“""*H‘ SOV VPR DY LRI JE0TT PINTIUANFSEPNTAS WY SR YA PPN DRIV Y . .

: }31 1 nbslracls and feoq p-n, :
48 ror title” cxammatnon (mchldmg prclnmnmv. supplmncn!nl shul -in gas’ wgflty opxmons and d:v:sxon

49 order um- opm:ona) ;qlmll be bornhe by the: l)rﬂlmg Parties in ’thc"prbpomon that the’ mlerest“‘of cach = : o
50 'Dnl)mg, Pdll\' bc o’ lhc totat’ mtcroct of all Dnllmg l’a as such m(closls appear in h\(hlblt AN

5) Opomlm shall’ make ho ch:nge for ‘services rendered Dy ll\ slaff“attorncys or other pcxsonnol inthe 3 :
52 “per foxmance of the ubovc funeétions. : . o
53 . ‘ .
54 Ea‘ch party shall be' respozmble for seciring o 4(1\'0 m:"yler ancl noolm amendments or agreements :
55 rfcdi’;irc" in conncetion- "iﬂlrh'lc': ¢s or oil nndl,u%»x’n(c Fests ‘contribted by such’ par(y. The Opclalor shall’be {
.56 1cspons:blc for the P paration” .md recordingtof I’oolm[, Dcm,nnhom or D clarhtxon\s ‘as well as‘the L

o7 conducl of hoaun;,s before (‘ovclnmcnlal /\rencms for th ..mlnp of Spaciniior poolm;' mdcrs Thxs o )
58 - shall ot prcvcni nny p.ulv from” appémuu. on’its own bch.xl} at anv sueh hcunng .

63 ;
G4 B, Yoss of Title:

66 . 1. Failure of Title;
67 filure of Gde, which loss 1ot in
68 ment; nevertholess, shall contisnen
(i) (i) ‘e Party. whase ml 'md
70 'llu- (nlh(- l(m atd 1L shall ol I)u ¢

‘.n rv(lm-lmn ufinl(

y

Ve fr 0 ())\« mlm' ur lhu n‘tfﬁ'l“p.nllos un :'l(:Vc)opﬁi’o}'it
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XS

o=,

. ‘and

'with the deéfense of thé
‘ helclo that cach shall defend title fo its interest and bear all expenses in conncctxon 1hele\ulh

pdld “and®

'mterest on an’ uc age b'ms{

- 1o the lost::
porllon of the oil and gas o Be contribuidd by the o(her‘pmlles in propm hon {6 their” respec[we m- ’

terests; and

ur opm.lmn- msl\ wlm‘h |l m.w h.wo
part’ lu the other parties hereto for (l\illnu, dv\'clopun-ul opey alingg or other simifat ¢osts” by reasan 'of

such title failtived and. .
(b) There shadl bes no’ retrodietive .ul)u'alnwm uf‘u\pon\e\ mcunc(l or w\'omlm Feecived from the

opcx.atmn of -the mu-rosl \\hwh has heen lost, but l!w mtvu-sls of the partics shall be w\'m'd ol an At
age basisqus of ‘the time it is determined finally: that” Tile” fuhm' has ocetirred; so that the inteiest of

the pnrl\' wlivse lease o inferest is affecied by the-title failure w AVTherciier be veduced in the Contriiet
Arca by he nmount of the interest lost: and

ey At “the p:opo: hon.ale interest of the othdr parties ‘hereto in .m\' pmduemg wcl
on the: Comr.ut ‘Arca is mmcnccd by waxon of the title failure, the party ‘whiose lxtle has failed’ shalt

L‘

:reccwe \he m occcds :\tihhulnble to the' mcno.nse in such m(clests (I(‘% cosls “and lnudcns atiributable

thers 2lo) untit ‘it hus bcon l'L‘lnIl)UIst fox Wnrceavered costs mxd by it i ‘conneetion wuth stich wel):

(d) “Should zmy person not a p.nly (o (h:s ngrcem':nl \-.ho is deter ”’ed to bv"the owner of Hnv'in-

’1ores! in |he title \\luch ‘has f'nled. pay m any.. m.mnet .m) part of lhe cost of opm.mon dcvclopmont
“or eqmpmont such ‘amount shall’ be’ paid’1o the party or piriics whe' bore the costs Which are so refund-

“ed and : . . -
“(e) Am lmbxhly 1o acmunt:‘ to a thntl p'zrty for"‘pnoy pmduchon of oil and pas’ whxch mx-;c~ bv‘

reason of lllh, failure shall be borne by the party or parties in the same pxoporlxons m which’ they shared

in such prior product:on
(f) No ch'uge shall

et to the Joml ‘aceount !or le;,al e\pcnsos‘ {ces or \;lhllL‘S an’ connecuon
ﬂclest cl:umod by .mv’pml) hcleto. it bcmg ;lhe intéiition of " the: pamcs

11‘ lhrough mlstnko or ovcrcu,hl

2 Loss by Non- Pa\mem ox Erroncous Pmment of Amoum Dtie:

as'a x <ull a lease or .inteérest therein telmm.lte\ there shali be no monctary 'lablhly agmnsl
the p’uty Who® failed to make quéh paymont ‘I'Unless the par ly who failed fo make the xcquncd pavnient
S¢CUres a new Jease covcrmg “tie saime inte) 3§51 \,ullnn nmot) (90 d'l\; flom thc I:CO\ on of the fail-
ure ‘1o ‘make pxopcr payment whnch acqumuon \wll not be sub""’ : i1

the: pmtxc-s elnll be )emscd on an’ acreage basns orfeclnc as or t

rost v'}nch has '{ "mmated In the event
the party Who'failed 'to makc the Tequ cd}myment shall not. have been Iu]ly reimbiiised, 4t lhc {ime of

‘the loss; from the pxocecds of ‘1h¢ gale’of oil and ‘gas allnbu(able to ‘the lost “interest, calculated on:an

acredge basis, tor the deve]opment and opcmtmg costs theretofore: pmd on account of such mtclést. it

shall be re:mbursed “for unrecoveredC actual costs thcrelo!‘ore pa!d by it (but hot for its’ ﬁhaxc of the |
cost of any’ dry hole prev xouﬂy drilled’ or wells prevnouslv abandoned) flom so ‘much of the followmg'

“as is necessary () effoct reimbursemént:

.. (a) Pxoceeds of’ ml and: 'gas, less opexrahng c;

(b) Proceeds lcss opcratmg
‘acreage b'ls.s, of that poxtlon of
from any wohs

becomcs lhe,mmer of the intorest J6st, for The’ prwlle
comm[, ‘a par!v to this amec-mc-ﬂ

.rrcd othex' than those . set forth m Artlclcs I\'Bl Van"d‘ IvV.3.2.
of Title but shulr be jo! it Josses' and” shal) be' bome by .nll parties

3. Othier Losses: All loss:
abovc, shal) not be consxdercd fai

' AR propomon o' (éir interests. Thcrc shalt be no rcad)uslmont of interests in the xem.umng porhon of
* the Contract Arca, . : :

ARTICLE V. | B

- OPERATOR L
A, I)F‘;(GNA'I‘IO\Y AND  RESPONSIBILUMES OF ‘OPERATOR: S y -

YNI‘uS Pl"l‘ROLEUM CORPORATION, 207 South /H:h ‘.,tr et,‘

Aiteé ia,

}31'1 83210 shnll he e
n opertions’o
R ll \h’!ll

» o lhn o(hv p.ulle.«. ror losses sustained or )mlnhtu-*dlwunvrl. (-xcc-pl Wich as nmy uxul( tmm lvm‘.«.‘
negligéhee or- wiltful iiseantuet : : .

‘llwléluf(ne pml it (hmv ‘h.:ll hc no monel fary h.uhlhl\' on s’

al, 5}1ut-dn well pay ment minimiing royvally or. 10\all\' Py ,nt ‘is not pald or is'¢ 'oncoml\ k

e of parl:cnpahng in the Commcl Alca or be- .




B

AADY

16

“and’ (he holir's of labm ‘and “the compcr

- abandéh the wg_l]l at a’ lesser

Ao plm’ HOUE .ﬂmn«km the wcll Haadry hole, ity
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1. ltc\h.n.\(ion 6 lwmnv 1] of ()pcm(or nnd \clocmm u( hmrumr- , ,

l. Ih\xlpnnlmn nr nvmnvni of Opoy .nm" ()pm.nur mw rosijon at .mv e Iw m\'inr \\-uih n nol!co

theteof to Non Operators. I ()pm.l(m tevidinales s’ l(‘rll l‘\l\[(ll(‘(“ no Ionrvr owns an inferest in the
Contract Ave i, 4 iV ha longel ¢ipable of serving as ()p(‘l oy, TOShall codse o Iw Qperator \\inmut any
wetion by Non- Oporaior, ‘oxeept the selectionof a SULEOSSOT, ()pm ator may  be Jomovod 11’ it fdils or

refuses to carry out its dulies hie¥ ’\md(-r or lwcomm m~ol\'vn| lnnkx lfpt or is pl.wod in’ rccox\crshap

by the affirniative vote' of two (2) oF more Non- Op(‘mwh owningt mnjorllv inferdst based ‘on ownor-

ship as shown on Exhibil “A", and not on the number of p.uhos xcmnlnmr after c\cludm;. the vofing
interest "of Op(‘mhn Such’ lc'-«lx..n.ullon or’ acnm\'.sl \h.nll not hcqmnv cffecti unnl ) 00 oc!m kAN
on I!w first d'r\' n( tlw c.nlr\nd.u mnn!h ronowmg lhu‘ ' ays afler (he |‘l\.‘llh' of
‘ nless a successor
‘Operator h.l:o. bccn -:olcclcd and 'I\sul))(‘\ the dulw j torr at an c'nhm‘ date. 'Opcmloi'. after orﬁ‘ct-

dve d.nc of rosu,n.utmn or: rcmov.ﬂ \lmll bc bound b\' thc wl |m lu‘xcof as a‘Non- Opcmlor A clmn;,c of
3 mtomxl to any single subsidiary,

owning
that

lod” f| om’ ‘the p'u

:m mlvloct in the Conlract Anea at’ thc {ime ﬂuch SUCCOSSOT Opmaiox is ccloctod 1 “the’ Opcmlox

-‘. a2’ succesEor Op--

i$ renioved fzu}s fo vote or votcs only’ to \uccecd nwlr ‘the 'successor Opelatox “shall bc soleclda bv-‘lhe‘

‘aﬂ'nnrm\c \'o‘c of t\\o (") of mmc p'utlcs ownmfr a m'uoul\' mlucc( b'\xcd on ow nm <hm aq <hm\'n

C. Employcos:

< The numbet';of emplovces uscd byAOpera(ox N condue mg opera: ns hexcundm th('u tion.
ation for services pérformed, ‘shall be aclununed by’ Oporalm

and “all such’ cmploycoe shall be the omp]b) ces “of ‘Opurator. . -

D. D‘ri‘l'fi'i‘ig Contracts:

Lmene d dnd such wo:k shaII be pcn[onmed by Opcra(or ungcr lhc same (erms “and conditlom as. are

custom'ny' #whd usual ‘in the area“in’contracts of mdependenl contractors who are domg, work of ‘a sim-

“ilar: nature. - e . .

i : ART!(‘I “
DRILLING AND DhVLLOP\ILVT

A. Initial Well:

£ e

. -Octobey
‘well for oil and gas al’"the following- locaubn:

““On’or before’ the____1ST day of -
ing of a

X isal, Operator shall commence the drill-

Townsh1p 5. S”“th Range 24 East N M.P. M
Sec_twn 26: NE%

iy

formatlon.

S

h"ol'c' 'Wghiél\ rondcls

v e

unless m.nm(c or other: p‘anciw. lly :mnvnohable substance or cmuh
fur{hu drilling Simpractical, is éhcotntarod ot a

dcpth. ; . x .

; shall ‘midie 16 anmblc 1ests or all oty Watins Cheauntercd du: m:, dnlling' \Vhl('
“dication of conimmng oil ‘and gas i ' ;lfflcmnt lo 1(.\,‘ unk'.".{
'Opf-l.nrn ahiil bu

inits” u])ph(‘ Wion to o s‘um(' fnt {
test only the formation“ar Cformntions (o which' (hi':“.’n?:r((‘lm-nl n‘..u\‘ mnly. i
. '

"H‘, in OpE'n"'.’i'(:br's”jt’i it nc-nl e’ WL‘” wﬂl m)t pmducv il or jas BN paying g
shirl)™ fn'\l secire; the um.-.um of ull |nulk-=‘ und

N

. hercof, i \ .
! . !.‘ A S

shall

plug-and abandon same a5 provided in Article’ VL.

AL

.

‘

,thercafter ‘continue the' driliing of lhe well with’ due dlhgonce to adequately test the Abo

lesser depth, o milexs “all p.nrlies agrec 10" complotc- or

itien, and it wishes

¥
H
i
¢
+
H

S

s g

i
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59
60
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- shall oqu.ll tho total of ‘ih¢ following:
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. Subsoqucent ()pcrﬂliiiins: . ) T

1. l"mpuwd Opm.ulmm Qhouhl any p:n'lv hereto dosire o diiil any \\'c)) on the Contm(‘t Avea
other than the w vll pm\-uh d for in Article VLA or to rework, dvopvn or plug back a dry hole “drilléd
at “the joint expense of all parties or'a well jointly awhed by all {he parties and not then? prodm-m,f:
inpaying quantities, the p.ul\' desiving (o diil; reveork: (l('vpvn o plig back stich ] well shall give the
other pdlhcx wrilten ‘notice of " the proyosed operation, chn‘vlm, theawork to be per formed; thc loci-
tiony, pmpowd depth, otm-clwp fof m.ntmn and’ the '-~linmtvd cmt of Uw opm‘.mon The partics :cco V-
ing such a notice shall’ h.wo (hinv‘ 30) davs after veesipt of t!m notice within which to notify 1hc
Tpar ho\iwl\hmr to du lhe Work \\'hcihvr llu-v e\oct to participale in the cost of the pmpowd opvmhon
11 & d 'llmg SFigiston lomhon. notice of pmpn <1l 1o rowork,” plag b.xcl\ ar drill dovpvr niay be mvon
bv lolcbhonc and “the response: period shait” ‘be hmllcd o fnrl\—clghl (48) hours, exclusiveof Sa(uulm.
Sunday or lo;,a) lwlxdu\'a. Failire of ‘o p'ntv lcccl\'mg ‘sueh - notice 1o tcp)v within® the ponod above e fixed
shall éonstitute’ an’ o)cclzon by that’ party wot to’ partxcxp.:lo in the eosl of lhc proposed opcmuon Any
nohco or ro:,ponxe ‘given ‘by telephone sh.lll be promptl\"conl‘umcd in \\'rmng

2. Opcrahom by Loss (h'm An P'uho':' If 'my p'nlv Faceiv ’g‘such no(:cc as’ prov:ded m Artiete

VIP ~VJ }-‘ oh‘de nol la pln'hcmnlc m lhe pxoposcd opemtldn ‘tHen, - in order to be cnhtlcd {o
‘ 1 ch othcrv .1' ho-. as shall elect

cralor is a Non- Con’:enhng P'n(\' thc Commmn" Pm(nes <hall mthel
the work 1'cquncd by sueh pxopm" ‘

nale one (1) ‘of the' Consenting I lC‘S as Operator lo pcrfm W such \\01}\ Consenlmg Partxos, whon'
conduchng opcr tlons on’ the Contract Ares pursuanl (o (his Article VI.B. 2., shall comply willi all' tétms

and condilions nf this’ agn cemcnt - e :

o

-~ If less than all p'ntlce appx‘ov a'fv": pr opo:cd opcrauon the prop 6% 1g palty ;mmednteiy ';""'ﬂer‘ ‘{he

e).pxra fcm ‘of the applnc’nble nohce ponod. shall’ advise the Contcn(mg‘Paxhes of (d) lho total mte)eat
-of the parties approving” auon, and (b) its rccommenchtlon as’ o' whetl the Conscn ng Pm-

tics' should proceed ‘with (he opozahon as pxoposcd . Each Consentmg Pax(y Within' foxtwmght (48)»

hours (e\tc)uswc of ‘Saflirday,  Sunday or legal ) )d'r) s)v gﬂor zcce;pi o{ sUch nonce shall adwse lhe

proposing party of its desire to (a)- liir

‘ X p'u'hcxp
or (b) carry s plopomonalc paxt"of Non- Consemmg Paities' mlerost
elochon, may w)thdmw such- préposal’ x! there is msufﬂc:ent participation, and shall promptly notify

all- part:cs of cuch déeision. . : i

'fy, ‘at m

oy

“ation rm;\ma ira \u) nolc
cos!. nsk and ex mmo

wcll by Conﬁon{m 4 Pmtlcs m .xccord.mcc \- nlh lh 3P
sh..d] be decmed lo have xol ¢

hy” (ho pmduc(mn nom sueh wc]l nccrmng, wllh respect (o” such m(cl esl unhl 11 1'e\-cr(s)

P .

(a) "lOO"If of“dch .such Non -Calisenting l’mtgj. » ”n\"nowlv acqmrcd :‘urr.uc
cqummont hcyoml lhv wellhend mnncchum (m(lmlm; )ml nnl .slock l’mks qepui lt()l‘.\,
treaters, 5 Whihg L'qmpm( nlf”.md pmmp ). pln mr; % ’ot each qwh ‘Noti- nsenting: ’Pnlv.s shiace of the
‘cost (xr opm.umn or (ho r unmm-ucuw with flut mmluclmn '-nu_t cot T 't».uh such Nnn-

wuuld hive bv( n ch.npcub!v {o (0] uh Nm) (,nn wtingg l‘a:lv lmd i pmh(m.nlul in‘lie w«'ll fmm tho he-
inningt of i ope 'lllOl), lml : o .
.

.
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; mqmrrd htiipn z-‘e-‘ G tha woll (m

300 % uf (Iml p: 1 .
suih Non=Consonting l‘.ul\"lf it h.ld p.n ivie

head conncetions), Wwhich \\ould h.wo heen rhuuzmhh' 17
pated therein.

Gas production nunlmlnblo to nny Non « Consenting l'.nl\- S wlmq\mhcd mferest upon sueh D¢ nl\"
clegtion, shall” be sold o its® purchaser, " if” available, under the terms “of its existing gas sules con-
tract.  Sueh’ :Non - Conisenting Party shall direct HE pm'dmwr fo~ wmn the procoeds Tesevivable from
_such sale direet ‘to the Qonwmmg Parlics until the nmmmt» provided “for in this Article. are YOCoV-
cred ” frém the Non - Consenting l’mlv-. rchnqunh( “dd llll(‘lest I suéh Noiy - Consenling l’.ul) has not
10 - conh.;cu-d ‘Tor sale of its gas al the timé t:uch gasis ‘available for doh\cr\ or has not made theclee-
11 tion as; prov lded abovo ‘the” Conhsenting: Parties shall own and be cnhncd to receive and soll such ‘Non-
12 Con:emmg PaFiy's share of gas -as hércinabove provided during the' rccoupmcnl pvnod ;

OB 0 AT B I B e

14 ; Durmg the pcrtod of time Comentmg Parties arce entitled to’ receive \'on-Comontmg Parly’s share
15 of produch(m. or the pwcecds therefram, Consenting Parties’ shall be ronpomxblo for the payment of

L 36alt pmduchon scverance ga(hcrmg and othcr taxes,”’ .md all m\uxlty ovcuxdm[_ loy.lll)' and other
17 burdens apphcab)c to Non- Consentmg P':rtys shalé of’ produchon .

‘19 .. o In-the case of an) nc\&o-kmg. plu;,gmg back or ‘deepéi dnﬁm;, opcmhon tho Consc‘nhng P.utmq shall

::20 be péi‘n‘med to \mo"fmc of coet a1l casing, lublng ;md othor cqtupmont inthe W cll butthe owncx <hip of

21 all such’ eqmpmont Qlﬁall remain’ unchanged :md upon abandonment of a well after mcf\ le\\'OI‘\ n(_. ‘
22 ,p)uggmg h'xck or doopcr dr:‘ : arfics _<hn!l account for all such’ cquxpmcnt ‘to 'Ihe

23 owners lheuof with éath:” paxty réceiving its propoxuonate “part in kmd orin: v ‘alue, “less cost of
24 salv,age - . X - ' ;
25 - . : ! ' ' Cod
26 . Wxtf\m s'.\t\ (60) da)s 'lﬂci‘ the complehOn ‘of dAny opcxalxon “under - this Alllclc the party con-

‘with an-in-

21 duclmg the opmahons for the Consenting Partics chnll fu 1' each Non-Consenlmg Party
.28 - \cntmy of the cquipmentin and connected to (he! well ~md an uemvcd statenment of lhc cds ofdnllmg.
i 29 dcepenmg, pluggn’xg back; testmg. com'nclmg. and oqu:ppmg the well for produchon at its’ opuon.u
' 30 the: opcmtmg par ty, m Yieu of an nomucd slatemenl of such-costs of o))mntlon A4 <ubmxl a dcfailed
‘31 -statcmcut of monlhly bllhngs Each mon(h theroaftel ‘duri mg the ttme the Conscntmg Pmt:es are bomg
a2 relmbumed as provxded abovo the ‘Par ty conductmg the ope)auons for the' Conscnlmg Paxucs shall fiivn-
33 ish'the Nén- Consenhng Par hcs w1th ‘an ncmlzed slulomcnt of all costs and lnbllmcs mcuued in the
34  operation’of the well; to"ether wnth a s!a!cment of thé quanht) ‘of 6il and ‘gas ploduccd fiom 1t and ihe '
‘35, amount of plocccds xealued ‘fromithe sale of heé'w ell's wor kmff mtcx cst pxoduchon ‘during lhc preccunw
‘36 month. In delcrmlmng ‘the quantity "of oil “and gas produccd during any month, Conscn(m{r Parties
" 37 . ‘shall use mduslry acccptcd ‘methods such’ as, but not”)im Ao, mclcnng or. perxodxc well tests. Any
3_8 amount rcahmd fl.OIh lhe’sale or other d:sposmon of equxpmont ncwly acqu:rcd in. connectlon with’ 'mv
39 ¥ :
0
42
43
44
45
46
47T i
49 - rework K : r JCh Non Conscnung P:nt ‘»shall be
‘80 chargod with and shall phy its proporuonate p’u( of lhe furthcr ‘costs of ¥ the operallon of said’ well in ‘
51  accordance with thc terms ‘of ‘this agrcement’ and the' Accountm;, Procedure, auachcd heretos :
- 52 :
»:‘5,3 : dmg the prov:sxons of thls Aruclc VI B 2, itis! ag,rccd that w:lhoul lhe mulual consent
54 of ‘a) parhes. o wolls’ sh'ﬂl bc comph.lcd inor producod from  a eourcc of supp}y ‘from which a well”
55 - ’locatcd elscwhere on the. Contract” Au.a is producmg, unless such wcll conforms to-lhe (hen- cx:slmg
: 56 wel) spagcing p.mern for such’ souxce of’ supply . ,
.87 5y : s j
58 The- prov:sxon
59 well deseribed |
60 lo the rewo
61
62 VLA
) . T
64 C. 'xu;‘;m to Take ‘mduc‘tion in mn'd:
[ . H ) ’ g
.66 ch )m ly ch.m h.wo the n;'ht lo take ‘in lmid ur qcp.n.ﬂvly dr.]m-.e nl‘ ils pmpmlirm.uo al\.nc of :
G? 10 e P rad cod hom lhu (‘ontmct Arc.n. V SR
11} ¥ N pre .n):(.lm;. nm])ovc ~und‘
a9 prmluchon un.wm( i ))y lnnl. Any (xhu expendiltre nwumod in llic .1k|m' in kinid or -,Lp.n.«u. dispo- B
0 & tlon hy any purly of its propmtmmtc- ‘shure of lhr~ p;mlm-tmn shall b(-' horte by such party, Anv j

N

T ST SR -

TR AN 5K A S e s,

e e S e

~
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b n.’nlv akhn‘ H\ xh.uc ur ;uuumhm in ‘“"'f <half’ hc uqmu'd 10" Pay for unl) s ; rlionate shiite

2 of such part’of Opcrator's surface: fm‘i!ntws whieh JUnses,

r

4 Yoach party xlmll oxcecute such dwwi(m mdun nml mnlmch as may be nvco:s.n\' tor ‘tic sale of its
5  interest in production from the Confract Area, and, except us provided in Article VILB., c]mll be entitled
6 - to receive payment-direct from the purchaser thoreof for its shure of .nll pwducnon )

7 :
8

In the owm uny party sh.m fail to make the ar rnn;.vmcnh ncec<\m\ to take in kind or sopar'\(olv»
9 . dispusc of its pmpmllon.uo share of the oil and gas produced {mm the Contract I\N‘."\ Operalor shall’ hate
10 the right, subjeetto the revoeation ‘at witl by e :ul\ (n\vmumt bt nol tie nbh;,auon o purohasei i
“11 ol and, ;..u; or sell it toothers at any nmc :md from time to time, fm l)w accotnt of the non-ta}\uw
12 p.u {3y .At the best price 6bl.un.zbk' in the area for \uch production. An) snch purcln:.u or .nlo by Op- :
13 crator shall be subjoct always to” e nght of the owner of ‘the production” to exercise at any llmc its
14 right'to taLo in kmd ‘or separately dn«-.po« of, its” ahnro of all oit and pas not pxc\'mu\l\' “delivered lo
15 - purchaser. An\' purch-mc ‘or sald’ by Operatai of any other p.nl; s shmc ol oit’ .md g..x\ \h.l" be only for
1€ such reasonable periods of Ahme as are consistent with the mmlmum necds of “the ‘ihdustry under the
17 i"p-nhcul.u cncunn!.mccs, but in no cvonl fcu a pca md T (‘\Ct‘\b “of onc (1) year. Not\\ithslandlm. (hc"
.18 fow;,omg, Opcrator \hall not mike a sale mcludm;. ohe ‘into: inters at )commorcc. of any dther pmlv )
19°  share of ‘gas pxodnchdn without first giving such other par(y’ lhuly (30)‘ days’ nonco “of such mlendui

20 sale

L e

: '11’.;&#{{:{5'6 of gas
T (ii)xunab]u to

In‘tho (':\iéy1:t uny -

24  or in the event any
95 Arca‘to a purchaser h (¢
full B!uue‘of j-w« artributa

“of such p.n-L)- Uwu 1n any -»uch event’ the

36 . ng aenc attached hereto as Exhibit “E" and
27 incorporatcd hereln shall auromticall) ‘bedome cffective. .
8 ) ;
29 D.” Acedss to' C(ih'(r'a‘c! Ar’ca“and l‘nfor’m:dmn: :
30 . : Lt . :
.31 Each party qh'ﬂl have access to- the Contnct Avea at all- Teasotable’ tlmm at its sole )mk 1o mtpcct

32 or-observe’ opcmhom and shall have access at’ 1easonab2c~ times to mfox m.xlxon “petr lmmng ‘16’ the"de-
33 \'e)opmenl or opon ation” thereof, “including Opewatox s bookc g Yécords xelnlmg (hel cto. Opmntox upon ‘
34 !‘C‘(}\lt‘bl shal) qunmh eaél\ of ‘the other partles with copics of all forims” or wponts filed \- sith govern-
35 “mental ﬁgencnm dan\ mn" reports, “well )ogs itank tables,” daily” gauge and run tickéts 'md 1cp01ts
36 of stock-on ‘hdnd at the first of each montly‘and ‘shall make ‘av mlable samiples of any cores or cuttmgs
37  taken fromiany \ve]l dnl]cd on the Contract; Area The cost of gathermg and furmshmg mfonmahon 1o
38 ‘Non-Opelaton, -other ‘than -ihat specn‘led abO\ c, shall be chalged to the ‘Non- Opelatox that rcquest‘; the

39 - information.

41 . E. Abandeiment ~=ar‘~wéjir;z Lo

43 :,', l Abandonmont or ny‘ Ho)es E copt fox any wc]l dhllcd pursuant 10 A 1c)c VI )32 any well'

e PO NS A
132
nN

58 f in’ ] 'T i W lhe cost, nsk 'and

R i b S

63 cost of bulv.:mm_ md lhr- ('shm. Ld;COst of p)u;funu, uud .7 i
64 nssu'n lo lhc n(m-.abnndomng ;).nheq wnlhoul w.n‘l.m!y N ol o : ’

65
40
(] Im m.dmn or
G8  an oil and jiay inlm f»sl i’ch'if'“‘ 3 ;

69 ol hind rns lense, Inmlod o the mlcn vul ari lmv.nh of” (ho rm‘mulmn o rmm.llu'mx thi:n ojen (o pxmluv o
Ry 70 tion. [m' a termof one yc.u nd’ so Imu' there: s oil nnd/or gnsis pmducc(l from thu interval or inter- -

-
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\\u'h lc.\\c to-be on llw forim nl(.\chv(l Qs h\luhlt

vals of the formition or

N 1 oMo Tovhreds ﬂn-\'k‘hy
2 I The assigioieuls or lenges so limited shall oneompass llw “mllllnp:'mn‘" e \uhivh e aweld: s
T3 Jacated, The pu\'m(in- by, ind the assipnments ‘or Jeases to, the .n-.w'nco‘. shalt be in i rvatio based upun
4 the u-l.momh.p of their respective percentapes of roticipation in the Contract Area to the npfrrepate of
5 the péreentapies of participition in “the Conlract Area of all assipnees. Theve shall be no readjustment
6 of interest in the remaining’ portion of the Contract Area. .
7
8 'l'hc:enﬂor nb.mdomm, parties shall kave na futther’ rc\pmmbimv liability, or interest in the op-
8 ervation of or Pr oduction fram the \wll in the “interval or mtewnls (hcn ‘apen’ other than “the Foyalties
10 "ml.mwd incany Tease ‘made’ tnder the terms of 1his Article. Upnn mquos% Operator <h:m continue to
11 oper ate the! nm;,nod woll for ‘the :zccounl ‘of the xtom.«lundnnin;: pnmos at t)w rates and charges con-
}2 lcmpl.ncd by this “aprecient; plu~ an> additiorn] ‘codt and ‘e¢harges which may arise as the result “of
13 “the separate ownership 'of the assigned \_\'ull.
14 f
15 . ART!C!J‘ \’ll
16 I-J\l’HA‘DlTURl.S AND I.MBHJTY Ol‘ PARTIES
11 R L
18 A. Liability of Partics: :
19
20 The habxhtv of tl\e Ps lhO\ <ha!l bo e»cver'ﬂ not JOIIﬂ co h‘ch\'c E'\ch 1):\1(\- shall be m‘:bonqblc !
& nl; for’ l(% obhmho s._and shall be liable only: forits pre \51 uonnlo share of the co s of dcvoinpmg
22 and’ oporatmg the Conlmc! Area, Accoxdmglv' thic:liens m raniéd’ among the pmlle: m Article VILB. are
23 gwon to’ \ccuxe only the debts of cach severally. “IU is not ‘the mlcnhon of the p.ntxcs 1o ‘cteate; nor shall
24 (hm .u;l \ 1 be construed as creating, a mmmg ot other partnership. or assoclation. or 1o render e
25 pa)lws Tiable as pannmb . i
26 ; A '
27 B. Licns and ‘Pé&mcnt D'cfﬁ&ﬁ%:’
28 ce ; =
29 “Each Non»Opora{o: grants o Operator a lien upon xls oil :md gas nghts in: ﬂ o Cohhﬁci'/&i"’ﬂi.’ and a
30 qccunly mtercst in"its 'sharc-of oxl and or gas when e\lmcted and'its mlemst in’ all cquipment, to secure . :
31 . paymcnt of ils share o( cxpcns s logclhox W hinterest” théreon at the ‘vale provxdcd in-the Accouiiting
32 P1 occdul‘A ached hereto ds Exhibit’ “C” To the cxicit that Opcratm has a secuut\"mtel ‘ést under the
33 Umfoxm Cpmmcrmal Code of the Sialc, Operalor shall’ be entitled ‘to' exercise the rlghts and :emedloc ;
34 of-a SOCUT :parly under ‘the Code.  The brmmng of a suit and the obtammg uf judgment by Operator !
35 fox"lhe seé ‘red indebtedness shall not -be- deemed an’ election of renicdies o1 ‘otherwise affcct the lien
36 nghis v‘or sccux xtv mtmcst as sccunty for thc paymcnt thercof. In addxl!on, upon defuull by any Non-
37 - y 'nse Operalm shall havc the nght \'nhout pxo;udxc; to ;
38 } chaser: the pi m thc Sale of: <uch ‘Nor netator's :
39 \ 25 wecpb()i: sucF I\on? Oper d(Ol‘ ‘ff)lus m(e}i‘%sl has cena}?im na}la% 1cy,
40 ~pu clnam :,mn bo cnimcc fa r 2] ; 'pexator‘s written’ statcment concex fing ‘the amount. of 'my ‘de-
4] Iault Opemlor grants alike lien and security interest 1o ihe non-"pcra'c:s o secure pa‘)‘mcnt of Op-
- 42 erator’ s proporlmnate share of expeme : : - B
43 o ‘ / ’7
44 :
45 7 ent tnewm u, Opera!or thc- nbn dof g J‘ :“cludmg Operator shan upon request by A
46. nthat est of: men'su:!\. ,'x ity heqrs to (he m- ' f ‘
47 uch partics. Each parly so pu)mg ;ts share of the unpald arnounl shali {o obtam 1enmbu| se- 1 -
48 “be subrogatcd to the securny r)ghls déscribed ‘in the forcgomg paragraph ¢
49 , "
50 g
51
. 52
54 Y cdch of the 1
55 'vxdcd in lhc Aca.o{?n(mg l’locc-durc m.xched hcreto ase LMnbu e, Opcmtor shall kcdp an accum(é :
56 ‘record ‘of the joint hécownt helcundcr‘ s]mwmg cxpcmes mcun‘cd ‘and charpcs and ‘eredits - made and ;
‘57 ‘scccwcd EAR ‘ , . . i :
69 nd recowe f\om ihe' ! )
.61 :
02 by .subm -‘wm to citch \ucl «
63 ancinvoice for its shure thereof, :
04 m.nod CXPONSC \h.nl be suhml(lvd" M or hel’no {he JO;u diy of the next ploccdmy wonth;’ I ch p.nl)f

65 shull p.ny 10 O)wn.nor K mporl "no SHATe of .such ¢-~.um e {vithin fn‘loon {1n) d.lys after gueh s~

66 timute wWhd iavoice is u‘m-xvud Y any p.nty faily ol Py its shure of saidd estitnale wnlhin s Hme: the .. 2

“67 wimonnt due shill” heur Il!l('i('\l asprovided in’ Bxhilic e uitil paid; I’mpor "|dju nent shall’ be :

68 made monlhly hetween advinees and aclu.nl oxpinge 16 the end lh.nl ench’ p.urlv shalj Lw' r mul by its

86 - propoftionate shnre of actual cxp(-nws ‘incurred, and - no more, R e b E

70 : , : , Gt
-8~ ‘ g
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1D Limdtatlon of leipt\n(“lﬁl’*vs:
2 EN LN (LI . L. OO - S S . .
* 3 L Drill_or Deepen: “Without the conserit of all p.nm‘\ no well shall be dullud or dco[.envd ex-
4 edptany well drilled or decpened parsuant 1o the provigions of Article VE13.2 . of this Avh'onwn( it bvuu‘
5 understood that e consent to e drilling: or deepésing shadl include:
G ' e
G=——eeprri
S N
10 Ophm\ No.,-2: Ml nocc<~'u voexpendituves for theé’ dnllm;. or doe pcmm, and h‘clmg of the welll When
H such well h‘ 5 l(.‘d(’h( < its authorized dvplh. and all“tests h.'l\ e bvon comph ted,” ()pomlm shall give int-
12 mcd:alc hlice o lhc \‘on O])C!‘.lll)l\ who ha\'c lho rvipht o par hmp.llo inth m’p)olmn costs. The partics
13 wccnnh, such notxcc shall h.l\(- font\ cu‘l\i (N) hotirs (exchisive of S'\lmd.n' Sunday und legal holi-
14 'da\ﬂ) in which’ lo et to p'unup-nlo in The <clhn; of caging and the complcnon n(lcmpl Slxch olccuon
15 when made, shall mcludL consent ta: all necessary c\pcndltmm for the comph‘lmr' nad oqulppln;, of such
+16 \\cll. mcludmg neeessary l'ml.:u'c nnd or smr.uc f'\mlmc F‘nlu: ol’ any - party 1cccxun;, c.uch notice ;
17 0 rcpl.' \\'nhm e per jod" ¢ fiNed slmll ‘constitute an ulechon by ithat p'nl\ not’ to participate’in :
18 “,thc coel of U)o complotmn auompl II one or niore, “but joss than all of the partics, c-lml {o <t-|"pipc and ‘
19 10 nl(cmpl a comploilon “the pio o Arhclo \ ?B 2. heveof (ihe plua':o “m\\mkmg decpening or
20 pluggm[, b'\ck ‘ contained in Article VI.B.2. _shill be ‘deehied to mclude “completing”™) shall appiv to '
2i  the opcmhoiw lhi-aoﬁkfto: coiduciod by less than all‘b'nucs ' . U
22 R ; G i
23 2. Rewark or Plitg Bac)\ thout the conseiit. of 'ﬂl p"ltm “no well shall be reworked or plugged
5;{ “back éxedpl a well lL‘\\Ol ‘Ked or ‘plitirged’ back punu'\nt to the pxo\mons ‘of Article VI.B2. 6fhis agree-
25 ment, it bcmr' undm stood “that” the consent to the Teworking or plugqmg back of a well shall include
26 conscnl to all’ NOCISEITY c\pendmuo: in com:hxctmf1 such opomhons and’ compleling and “equiipping “of o
27 said ‘well, ircluding necessary ‘tankage and;or surface facilities. *
28 . . : - ) ;
29 3. Other Opomtmns Opomlox “shall not) ortnkc any single project roaconabl\ cshmnlcd to require
30, an eApendmnem excess of TNE\ITY FIVE THOUSAND Dol afs ($.29, _QDOL()-O—_—_.-—) ;
31 excéept in corineetion with-a wall, the dvilli cworking.” decpenmg. com'p nr.z. |ccomp]ctmx>. or pluﬁ- : : g
32 - gmg back o!‘ Whiéh"has been pneuouslv quthox ized by or pursuant toithis afﬂeemcnl px ovxdcd how : : ; .
33 éver, that; in “case of explosnon five. flood of olher ‘sirdden emclgcncv whether' of the samc o different )
34 . nature, Opcl dtor may take’ such sleps and incur such expenses asin its’ opmxon ale )cquncd to dml with !
" 35  the emergencv to <a{eguard Yife and ptopm ly but Opcmtox. as p:ompl]y as possrbk-. shall Yépore thc cmer- {
36 gency 'to the other partics, 'If Opemtor pn epmcs “*Authority for E\pcndmnos for “its..own - use,
87 ' Operator, upon request, ‘shall ‘fui i copies of ‘its “Authority for E:\pendllules“ for any smglc project
38 "'costmg in excess of . FIFTEEN '1”0USA\" : =Dollars- \S_li,()ﬂﬂ._ﬂﬂ ). »
39 T :
40 E. Royz\ltié’s', O{-é‘rfidiing Royaltics and ‘o‘théf 'P.«’.ym-e.‘u“s:
41 - 5 L
42 Each palty“"ha)‘ pay or dcb\'cr or cause 1o be p'nd or donvercd all foj?ii]"hi*b fo" thic: cx(enl of : g
43 1/8 Of 8/8ths i - duc ‘onits sh of oroduchon and ‘shall’ hold the other. paltus free V
44 from anv llabl] i I lhe ‘interost ' of 'myk party in“any oil and gas lease covcrcd_ Y lh1s agxee- :
45 ment is st bject lo*hny roy ally, ovoxndmg x‘oyally,‘/pxoduchon pa\ment or othen chmge ovcr and above
- 46 " the afofc,, 1d royally, such “sKall nd alone  bear all such obllgahons and shall account
47 for ‘or cause (0 be accounted for, sitch’ intérdst” !o ‘tha 'owncixs thcrcor i :
48 - . ; ,
49 “No’ party shall ever he 1esp*.‘>nsxblc, on’ any prnce basxs lngher lhan thc pncc received by such paxt\
50 ﬁto anv olhet ‘party’s lessor”or loy {y owner;‘and if. any such olhcr party’ sor of Foyally ow; f“Sho‘uld ;
51 ‘dcmnncl and receive: sét{lements ¢ “’*hlghe\ cdbas:s, the paltv conlnbulm “sueh lease shall'bear the
52 royally burden insofar as such hn;her price is conceriied.
53 ) : G
54 F. Rentals, Shut-in Well Paymeiits aml-Mmiﬁsu'm’nnyal(ics:
56 |
57 ;
58
58
60.
0l 1 ’
‘62 rov.nllv (Inmu'h ml-t.:ko or ov(-lsn,ht wh(-u. .mh ;).nvmom m wqunod lo coniumo thf-'lv isa’ in. for((-' |
63 uny loss which u-mlls from such hon- spayment shall: be'borne'in .m( orditiee With’ The provisiony o( Arhclc }
64 IV.B.2, : » ,
65 . v T
66 "zNon-()p(-) fiforof (hc- anticiputed (oum)(-hon of i shul in 1
6% fon’ or i pmduum' 1:.1- wc-ll .nl l(.l'.l I’n-c (‘n d.:yn
68
6o
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’tlilmlr‘d by stich Nan-Operator, 0 the assessed’ i

. _lnst‘nr:in'cc: ‘ B ) . .
‘eralor may be a: selfs msmer Tor habxhl\'

-Opcnalor shall require all conha tor's engiged in work on ox for the Cot
“Workmien’s Compcnsahon”Law of 1hc State 'wlhiere' the oporatlons arc¢ being conducted aihd t6- maintain

“pings "u‘ndw'ubmnh‘mm;vf e nge iment Is i favor of Thove
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ofany shul-in \-.(*n piaynvent shall be boine jolotly by llw p.nlicx hereto um!m the p\u\mmh of Aun!v
V.33, . .

(. Taxes:

Beginning with the first ealendar year aftor the effective date hereof, Operator shall render for ad
salovelny” taNhtion )l property subject to this .i;:‘rcmfwm which by law should be rendered for siich
taxes, and it shall pay, .|I| such taxes assessed thercon befare they become d(-lmqucn( Prior to the ren-
dition date, ciach Non- <Opoe Foshall farnisn O;wrntor mfn Nition as lo bordens (1o inchide, but not be
limited !o, Yoy .muw ov mndinr rovitltics and moduchon 1).1\.-nwms) on - fenses and oil and oy m(omst\ coi-
i of any leaschold estate is reduced by veason of its
Being suijcl la 0ul~landuu. exce ovaluos overiding lovh\ln‘s or production paymients,; the mducuon in
o valovem (axis resul(ing (leoh'am <h:\l! fiiure 1o the benefit of the awner or owners of such !ca\ohold
estale, and Operator sha!l ad)usl tho chm;,c 1o stich owner or ownoers so as’ tn mfloct tiie Lenefitof sich
mduchon. *Opeiator shalt bill other parties for their propotllon'\le share of afl tax payments in the mun-
ner pxowdcd in Exhibit “c". :

If Operalor considers any (ax as%cumcn( nnpmper Opc Anlox mav. atits dncrchon protest within
the tmlc and manner pxo~cnbcd by Jaw, and pwsocute the pm\cﬂ to a final determiniition, unless all
parties 11;1 ce (o abandon” tihe pr ofest prlor"ln final dclcnum.\uon bu im (Iw pondenc; of .\dmnusir'\me
oY Judxcml proce ‘dmgs Opemlm may ‘elect to pay, under protéstyan :uch m\os and any interest ‘and
pen-ﬂ(v Whon ,nolmlcd asscsSinént “shall“have been l‘mallv dctmmmod Opcmtm “shall pay
the tax for the joint .(ccount togcUier wilh any inlerest’ :md pénalty 'wcrucd :m(! the lotal cost shaﬂ hen

be assessed -zyamsl ‘the partics, and be paid by Thom) as provided in Exhibit “C".

.

Each party shall pay o dause ‘1o 'be paid all produchon. soverance, galhormg and other” a\es im-
posod upon or with' 1c'~:pccl to" lhc moduchon or h'mdlmg of stich pml\‘s share of oil and oy ga: pro-

duccd unaér the terms of thls agreement. sl o

At all times \\'hlle opcratxons are’ '( onducted hercundm Operator shall comply With ﬂic‘ Worknien's
Conmcmahon Law. of he Stalc where the pél‘nhbns are heing’ condicled; provided, “however, that Op-
under said con\pCma ion Jatvs” in which’ e\'cnl the only ‘charge
that shall ‘be made (o the Jox’ aceount shall be an amount oqmvalent to the! premium which would have
been pa:d had $uch msmanc /bccn ‘obtained. Operalox whall also’ carrv or prov:de msurance Jor -the
bcncm ‘of ‘the Jomt accounl ‘of the par tics as outlmed in Exhi i! “p att‘ chod to and made o ‘part: horeof.

%

such diher insuranes as Opcmtm may- leQulre

“In {he event Aulomob:le Pubhc Lmbxhly fance is spc-uf fd m'sald E‘lnblt "D” or <ubscquen(ly
receives’ the" approva) of ‘the’ p'utles no ‘direct charge shall be made by Opemtm fox pxemxums ‘paid for
such insur‘ance for Oper'uor s fully owned automotive ‘equipment.

. ARTICLI‘ Vi o :
CACQUISITION, FMAINTENA ANCE on TRANSFER oF m'rnms'r

A, Surr"cndci of I.éasés:

The )cascs covmod by this 'u;rcemcnt msol‘ar '\s they cmblacc acw'xgc m thc Conlncl Area, sh'\ll
not be surrcndcrcd in whole or in purt unlcss all parties conscnl “{hereto.

{E5 nent ‘and pro-
g llws VOTHI i ;n nny h-'m made nmlm‘ lhu lcs ms of his Artiche, 1 ht-‘ p.mi(-
e \'.nlue of (he' i,altm s m(m(-\l in .my wells

ad e n\sh-nnw 1
duction 6ther thun “N' Fo)
assipgiee shiall iy o the |)u|ly ausitno; 'l’lm‘;uv.mmhl(- silv
and eequipmoent on 'y mwncd aereape, Ches valie of W LA R be - deterinh iy neeordimcee
with the provigions of Exhibit “C”, less'the estimatéd vost of salviing smd e estimatéd cost of prige
(N one party, the ae:s‘igm‘dfint‘(’-d'c:“l'::hnll

=10-

act Area to comp]y with“the"

PP —

e |
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,, bo xh.no(l In' 1he p.u'lw.\ ashinee ln (lw pmpmlmns (!ml llw lulou‘\( of mch

1.
TR parties assignee,
J
4 ANy usiip mnvn( or snrender n..uk Tider this provision shall hot loduu: or chanjie the assignor's or
5 surrendering p.nln.\ Interest, as it was unnmh.m:lv before the assipnmont, iy the balance of The Contiet
6 Avea and the adreage m:;-nul or -.urwmlmvcl_ and_subsequent opeirations” thereon, shall not thereafter
7 be subjeet fo the (orms and prdvizions of this airecment, .
8 R
8 I3, Nenewal or lixlvii‘sion of l.‘c'-uscs:
1o g ,
11 It any :p'.m'\' serures a mu(-\\"ﬂ of any eil’ 'md Fas lease subjéel to” this A;,rccmonl. :ﬂl other paruos
12 shall be nofificd momptl),k.nul shall’ h'l\c {he vight for i per jod of“ thirty (30) da\s follo\\'mg receipl

13 of such notice in which o eleet (o participate’in ‘the owncrship ‘of’ lhc renewal lease, uno!‘nr as such : S
14 Jease tffcc(s Jands within theé Cmm.lcl Arca; by p:n'mrr A6 party whio uequired ittheir several proper
15 pr opomonqlu ‘shares of the acquisition cost ul!omlcd o’ thal part of such lease within' the Con(mct Avcea, :
16 7 whith skill be in ‘proportion (o the mteresta held at that time by the partle.s in-the Contract Area.

17 . "s o .

18 . If '10!)1(‘, bul l(‘\q ‘than all; of l’h p'nucs clccl 1o pmlxcm'llc in lhe puuhmc of a renewal loase it

18 sh.lll bc owned ‘b\' the p'nlms \YhoYtlccl 1o pmucxpale lhmcm, in"a ratio based upon the rolahonshlp of

20 1hc1r xoepcch\'o pcnccnhgc ‘of p.\mc:pahon i the Continct ‘Area o ihe ag-"remtc of the percentages o

21 of p'ullcnpahon in lhc Conlract Ar of all parlies p.nlxcnp'mn" in the  purchise “of slch: rencwal lc'we ‘ 7
22 Any reénewal Iense in which less (hantall p'n(xes clect to participate shall not be SUl)J(.’Cl to this’ af'lcemcm i

;23 ' - ; ulthout Warrant

24 Eacly’ pml\' who pmlxcnpatca iy the' plnch'w- of a°rencwal )oase shall be gn on an assngnmonf/of its
25 pmpoxl)onalc interest (herein by the acquiring party.
.26 :

217 The pr 6"\}icions of't'hisz\i’iiclc shah “&pply o~ 1cncwal leases whether they are for the Srire mtcxeat :
28  covéred: by the C\pnmg leénse or cover oiily @ portion of S Hred ortan interest lhexcm An) Tencwal lease

29 - taken before the expiration of its pr edecessor’ lease, or' (a For contracted for within six (6)"imonths after
30 the cxpnatlon of the existinig lcatc shall be ~ubject to this pravision; ‘but anv Jease taken of contxacted .
31~ for more than six (0) months after the e\.pnauon of ‘an exisling lease shall not be deemed a renew al ‘
32 Jeusc and shall ot bc subject to {he’ provisions of this agreement. :
34 “The' provisions in llus”’An‘hc)c shall apply ‘also and ‘in *lil\e faimer 1o extensions of oil and gas.

35 lcases». The provisions of this Artlcle VIII-B shall only apply to leéases, or portlonb
36 of’léases, located within the” Unit Area.
37 . C. Acieageor Cash Contributions: ] : i

38 .
39 Whllc llns ﬂgroomcnl 1s m fon ce, if any party conhacls fox a’ contnbutnon af ‘cash toward the’ drmmg

,40 - of a \vcll or any yoth_cr opelahon on {hc'Conhact Arca; such con(nbuhon shall'be pald to' the party:
41 conducted hie duilmg o1 other oper alion dl\ll “Shall be applicd by’ it against the cost ‘of st
42 olher opcrufxon ]f the 'Lon(ubuhon be ANt the' form of acreax,e the' paxty to whom lhe conln

i
:
b
i

43 adc eha]l pxompt]v tcnder 'm o mnmont of thc acncape wnlhout \
44 ] o |
45 |
46 i =
47 accepl such tender; f.uch ﬂcreagc sh‘ull not bccome a pmt of the (,on(mct Axca ):.ach party shall prompt— ’ ‘
48 ly notify all other‘p.n'llcs of all ‘deredge or money conmbullons it "may obtain in support of any v.ell or . 3 e,
49 any.other operition on {he Comrm.l Arca. ’ . : :
50 s v § ;
‘51 3 .my party: con{racts for any consxdomhon lcln(mg fo’ dxsposmom ) . shme of \u'bsiancos
52 - ploduccd honeundm, such t nsideration  shal not be deemed o contribution” as comm‘))htcd in this
53 . Aiticle VITI.c.. This paragraph shall not be applicable to the contribution of acrcage :
54 by the Contnbutxng Parties towardithe Initial, s\:bstltutc, ‘or Option Test Well., : ;
468 D. bub.sc.qucnll,\' Creanted Interest: Col
56' ’
57
58 - lo exceution of iis,
59 s, wlnch such mlu i ;
GO cr(-.:(od interestshall “he spvcnrwally ninde qubjc-cl o’ .«ll o[ tho tcx msi \d pxovmunb or thx-; .x,r:nccmum as ;
6] ifollows: v ) L KR '
62 ; - . ’ : .
68 .. L eMent and “the ’
64 p .ml(' to the interest
65 S rkn\ul, “Beh pmiy yoecive samet fres ind e
G6 By er Gating same sl stai urulipiiy”".‘al'l'.\‘(ii-h'suh::«.-qm‘nlly '

67 o (~|H'(l Tin (io"l‘e AR “h.nl mtl(-mnify und Told the othicr pirties herete free wnd harmless from any and

G8 4l h.nbnhly resniting thererion. . . ‘L .
10 ' R A

<11 -
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AADL, FORN 610 - MODEL FORM OPERATING AGREENMENT - 1977

CIET ST which the:subs vqut-nll ated ih(ol restis derived (1) fails 1o
(2} cleets ‘o abandon’ i welt under pro-
provisions of Article VILA.

A the ownor of 1
pay, wh iy dm- {1 shinve of expenses chaFgeable heretinder, or
visions of Avticle VLE. hercaf, lor (3) eléets to surrénder o lease under

SBeEeo !y (he submeguently dreated Interest :,!nll be charpeable \\‘l”l llu- pro vatasportion of alt expenses

pmpuws of colh-clm;:

e nyimner as i suc h numcsl were @ wor km;' ml tost. Mor
such clmu:v.;hh- expenses, the party or parlins who réceive assifnments hs a result of (2) oF [3) atove
shall have the “yipht to enforec all provisions of Alhvh- VILB. hereof” .\;‘.\ln\l stuch subsequently ceeated

interest.

=

F lhe pummc of m'unt.nmnu umfomn(v ‘of mvnvuhm in (h(- ail and gas lo1<ohold Il)!k‘l(“%f\
eement, and notwithstanding any other provisions "o the contri N\. no - party shall
.,fcr or make other’ dl-‘po l|on of its interéstin the leases embraced within the Cén-

tract Area and’in wells, oqlupmonl “and ploducl\on unless such disposition covers vither:

covered by (his A

1., the entire infefest 6l"l’hc p":\rl\' ix{ all 1éascs and “dquipnént ":’i’i"id"“p‘roduc(ibh:' or

2, an equal undwld(-d m(m(*cl\’m all lo'lscs and cquipment and pmducuon inthe Coliirac( Area.
- -Every stich Q'\le. cncumba.mcc (lansfm ‘or olhcx (Imp(milon m*xdc by - any pml\v\hall be. made ox-
P osslv subjeet to’ this: aglcomont and ‘shall be made without pm)udw(- to the right of tlie éther p'ntms

I, a{ any {ime the interest of :m\' pmt\' is divided mnong and ow ned b\ foul or more co- 0\\ ncxa‘
co-owners to .mpomt a- s :

‘recoive blemgc for-an
'nh and With® power 10" bind. the co-owiiers of <uch
howeéter,all such

aufhonilv to |ccc:vc nohccs applovc expeiiditur
shire of the Joml c\pcnsm. “and to’ doal ‘genera i
pariy’s’ interests within the” seope of the operations embraced in lhl\ dprcenicnt;
co~owners shall hive the vight 1o chter into and. cexeculte; all conlxacl or agrcements for {he dlépo'\ition
of thcn 1cspcc||\'e c.hnres of -the 011 and gas producod from lne Contract Area and they shiall have me

i ngh( {o receive, sepma(c]v. p'\ymcm or {he ‘sale“proceeds hercof.

F. Waiver of Right (6 Tartition:

If pcrtm(ted by the laws of the state ‘or states in which 1hc propmi\' covered her eby is located. cach
party hereto’ owmng an’ undivided interest”in the Contmct Axca waives any and’ ‘all ughts it may have
to- partition and have sel aside to it in severalty its undivided interest therein.

“interests in lhe Comract Avrea)’ it shall
mation’ éoncer ning s pnoposcd sale, wh
h'nca ‘(who imust be I‘Cd(ly wmm;, and able (o purchaso)
,lhc offcr. Thc olhor parlms sha)l then h'wc an- pt:omnl pn‘ ;

pmt-.‘» this agreen ~’nl“‘.’:iul'°l!u-’i:j‘:l-” caeh Aty )uub)
uffected ‘Cleets 10 e excluded” frony, the’ |'|'f|’)}'u' ion” ol all of u‘"“ )m\'mrms of Suh( Wapler S Chapter
1, .‘mbmlv "A". ol‘ lhv lm(-:n.n e 'onm- (ml'- m‘ 1954508 pevinil lul ind .uutho.vud h\' S«-Mwn :l;l o(
» Operitor i 7 ‘

he hulf nl “iieh |mrly hm"(-hv iffi ln-(l \uch ('\'u!( aee of this eleeti
of the 'l‘lc.'u any ol‘ llw l!mlvd Htutc\ m' \h(- luh-rJI lnl«-m.nl H(-\u-nuv %t-wuv imlmhm- ‘m-riru.nlh' bm

flw mqu'md by lhv‘huwl.uv

,,Elumld _Hu,-,u{ hes

nn’ ronu

d lu'll tl"'
Sorvice or s “Inay he neesismy o evidince (Iu.. (‘lc('hon. Mo

- 12«

nl ih.:l vuh p.ul\' led pive: I ‘ " of, ’
: vidén "'bc',
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1 such party .\lmli tive aiy. Notices or {ake any othor détion inconsistent Wit : |ll‘l(‘h§’ L T e
2 I uny present or fulitve income fax liws of the state or states in whi dod or c
3 any futine inconme tax laws of the United States“éontain provisions Similai 1o !Imw in ‘ml\ch.mlvr R,
4 Chapler 1, Suititle "A", of the hllt‘lnnl Revonue Code of 1954, under \\lm'h antdlection simila to th.\l
5 provided by Scetion’ 761 of (e Code is permilted; eieh mll\' her (lw affected shi |l! make such election as
6 may he poer mitied or wquncd by suvh Faws. In m.\klnp: {he foisoing clection; each such p.nh' states that
7 the income devived by such party from Opvrnhuns hoveunder can be” n(lyqu.xtol_\ deteymined without the
8 compufation of parinership “taxable incame,
8 . ,
10 . “ARTICLE X.
11 © CLAIMS AND LAWSUITS
12
13 Opcl wtor miy <culc .lny sinide da nage:claim or suit .m\m-' from opm ations ho)oundm it lhc c\—
14 pcnd:lmo doos not exceed __I'1F TEEN 'IHOU'C"\\,’_).“"" ey ""-"'-"--"-——4'-'*7'-'--- Do]l'ne
15 (s l.),,QDO OQ_,_,_) and if lhc Py went'isin comp!cte sottlement of such élaim ‘o suit. If the amount
16 roquucd fo: cculcment ex(ccds thc aboxc amounl !hc p.nh(‘s ho:e(o whnll .axsumc nnd Aake over the
17 ‘Al costs and ex-
18 tlhng. or ot{am \\hc dlﬁc}mx;,nu: such chum or sunl shall” b( 'lt lhc )umt c\pcn\e
19 of lhe ‘b'n ios: aucr
.20 ansmg nom opclaimns :
21
22
23
24
25 FORCE MAJEURE
26 . |
2'( lf anv party is 1endc|od unablc wholly oi*in’ p'ut by forcc maJeuxc lo c.nn “oud Cils :dﬁ]:ig"i(icshs
28 " under 1h|s 'lgrcemen( othor than’ thc obhgahon to make monov pa)n “sha]l p,: c lo all
29 “other parlies prompt \vnﬂ?n Tioti 1h
30 '1)1cmupon ihe obhgnhons of the party giv
31 shall'be- ﬂuspendcd dmmg, ‘but no longer than, the comu ance’ of (hc force ‘majéire; The affeclcd party
32 f_.;hall usé all' reasonable diligence 1o remové the forcé majeure situalion as quwl\)y as practicable.
33 ' .
: 34 The lequuoment tlal any foscc nmjeuxe qh')ll be rcmcdtcd with all leSOH"lb-cidlqp‘ltCh slmll not . :
35  require (he seitlemcnt ‘of slrikes, lé‘ckouts oF o1her Jabor diffically bv ‘the party invelved, contrary 1o its
: 36 wishes; how all such difficultics shall be handlcd shall be entirely within the “discretion of the party
p 37 comex ned, : ‘
: 38 : ~ : Lo .
39 : The term, "force m:ueme" as: hete employed shall ‘mcan “an act “of God {rike, lockout, or other ~_
40 mduslnal gdistur the : pybli L War, blockdde pubhc riot, Jigh , fire, slorm, flocd, l
41 oxplmmn, gov i » ﬂehy )ostraml ‘or mnclxon unav bﬂxtv of cqunpmcnt .
42 and any other “cause, whothor of‘the Kind spcc;hcany enumelalod above or. otherwise, which is not
§ 43 reasonably wilhin (he control of the party claiming suspension. .
3 44 : . .

ARTICLE XIX.

<o
o

g Ag » N(’)*rlcm‘s . PO S
7 : | s
48 Al ‘nolices aulhorized or required: between the ;pmtxcs -and’ roqui ed by any of thc prowsmns of
’4‘9 this - ﬁgrccmonl unlcss‘ othcrwnc specmcdli provnd‘éd shall” bL"ﬁwcn'm writing by’ United Stales Wil E
: 50 or Western Unijon’! lelcmnm. postage or chavges d, or by leletype, ‘and ‘éssed to the party to :
: 51 whom {hié nofice’ is’ gtven at the addiesscs listed on E\hxblt “A" The: ongmah‘m, nolice: gwen uhder any .;
52 prowslon hereof shall be decried given only whcn reccived by the party to avhom such noucc is* ducclcd
53 .and lhc Time for such party to give any”’ “nolice in response’ i) to shall‘v¥un’ from lhc date thc or :gmat~ ;
e 54 mg notice is- reecived, The sccond or” any, ‘irespc : ) !
P 55.  the 'United States mail or withithe: Wcslcm Unio o
56 ot when senl: by lolctvpc Euch ‘party “shai lmvc- lho lmh( o chang.c its addrcss ;ll .my hme. “And from o
i 57 umc to timé, by mvmg writlen Rotice hereof to all olhoz parties, , : i ;
Y . 58 ’ : . - s ¢
o s
¥ Gl ) . -
62 This spreciment slmll ¥
63 terosts subj AC Berete foi? gt Z luw, " ovu!ul Imv.cvcn, no parly hereto sh i ,
: 04 ever be constiviéd ag having any lwhl ﬁ(lc ol inluc\t in or 1o any lease, or oil and gas intere: it con- ;
65 tribuled by uny other party heyond the torm nr thix urnu(-nwnt T {’; AP :
; ) 60 ' " t ) :
Y -(‘r?—--( j—-—-@%m«-n—Nw-I%nnr-mmnrﬂHhﬁ«nMﬂWh}ﬂﬂﬂmmﬁmW 3
i

68 {inucd i Tores s to .mv_p‘nl ol Ui Cordeud=Adensas i tinr 1y iy DUTCLTaN, R lensinn, the wal o othm-__
Hi»—“-'-w:m~—mnﬂm»—wr—lulubmw»nﬂ-nm#m-ﬁm- producHon corinteed HOI -y ete-or—oi 1-f ned= g imterent,

0 , . . i
R b

S
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1 pQ ()mum N.v P ‘x- Hw-- vent- ‘!l well e b m'-mthlv LA oFGiny '\Hl»\t ll(’li( well® chﬂiml'
2 under any plmmnn DS aprecient, mqull\ in production of oil and'or pas in p.u\'nn"qn.lnln ics, this
3 ogreement shall continue in f()rco so lohge ax iy such well or wells pr ndiuo or ard capable of pmduc
4 tion, and for an udditional” pm iod nf,___“lﬁp___dn\ from cossition of il plmlmlmn.f‘plovulm! however,
5 if, prior to (lxc c\pn.ulmn of such - addifiongl poriod, one o more of 1hc pullu héreto are e \1'od in
6 dul?m;, oF w\\orl\mr adwell or awells !wroundm Ahis .u.rcmnr‘nl shal cmumuo in force unlll suchy’ op- .
T cmlmm have been’ comnlo(cd randd it pmduclmn resulls lhmormm. tlus apreement shall wnimuc in
8 forcy 'v: provided Weicin, In“the ‘event (he \\oli dv-.usbed m Alnch- VLA, or any sulm-qﬂcnl \w.elly
9 dnlh-(l hoxoundcr. usui sCinTadry ho]c, and- 1o ot ﬁr or c'm 1bfo of Dmducmg oil
10 “and or pas from” i Cantract Arven, this’ .nm‘ lc~s drilling or reworking opera-
1 uom wre cominenced \uthm__},_z_g_,__ days’ front the clule of nhamlomn(nt o[ Jsaid w el
12 :
13 It is. nmcod hm\ over, ‘that the tormmauon of this agxoom(\nl shallnot’ :chc\ ¢ .mv party herélo l‘:om
14 any’ Jiability which has acderued or attached prior 1o the date of stch terminatin.
15
16 . ARTICLE Xiv. :
17 COMPLM\'CL Witl 1.,\\\5 AND RE GUI. \TIO\S
118 S , :
19 A, Laws, Regulations and Ordcrs: . - ‘
20 : ol o : i
21 Tlns agrccmom clmll bc su cct to thcfcomm vation Jaws of the stalo m \\Iuc 1c ccnumtted
22 ‘acxcagc is located, 1o"(he¢" \-alld luicx I atlons 'md ordérs of nm duh constituted’ xcgul.\tox\ body of'
23 ‘said state; and 1o all ofher apphcablc federal; 'state, and local laws, ondnnnco& u;lc: regulations, and :
24 . orders. :
25 PP
26 - 'B. 'Go\'éiiiillg‘La'\\':
! 27 -
‘ 28 Thc essential validily ‘of thxs ag:cemont and all matlcls pex lammg thereto, mc.udmg, bul not_ hm-
i 29 ited to, ‘miiters of pcr valice, Hon- pc-lxm marice, ble'\ch, romedics,’ pxocedums ng'hte dulics and i
: 30 !éxpmtatnon or conshuchon. ‘shall: be govel ‘ned and determined by the law of the :late in “which ‘the

31 Contract Area is located. If the Conu act Arcs is " w6 or ‘more states; 1he law of ' (he ‘$tate where most ;
32 " of the land in'the Contract ‘Afea is located shall govern. . Lo

ARTICLE XV.
~ OTHER ‘PLOVISIONS
- f1nxthe dr11)1ng of the In1t1a1kWe11

4

f :

i ] : n'of Op

yand prose “the BRI of sdid” wen;mth “due di

)0 rkmantike manner. to tf\e ObJectwe Depth. For -all purpos s of
43 ., the drilling ‘of the Substifite Well shall be considdred as the drilling ¢
4the 1mt1‘a1 We'H. _ A
GB Op ' ‘ Wer) and, if- drﬂh
4.,the Subst1tute WeH , s’ a’ dry hole,” , jon of ‘commencing an"Optic !
4 Well" at'a lawful locationof Operator s sel ect1on in the Unit Area. The Option Well sha™ X
8be drﬂ'led to the ObJectwe Depth 'm the same manner ‘as prov1ded for in the Imt1a1 Weli

51 : ~P Aa'lso app'ly ‘to the Subshtu
and Optmn we'Hs and any provision her‘exn exceptmg ‘the Initial Well shall also except 't :

5§Subst1tute ‘arid” Optwn Nens. ’

LA S0 M, SN AN 1 8 e e s

xpnne*’ “"Q :
n()t parhcm , !

‘nd do11vor an uppr0| '

’ 1n and to thc T'

¢ . ) SO B ;

'wcapah]c of ‘produc mqnmont shall be dohvc-rml o
participating rticf 1n tho proportion that they bore the exponqe attributalﬂo to t
non=participating parties mtorost.

-14-
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STATE OF NEW' MEXICO Yy e
COUNTY ‘OF EDDY ’1) .

'STATE OF TEXAS

. Alt’l‘l( I,l‘ \\’l.
MR( BLELANLOUS
This’ nrwcmoni shalt be l)lndmu Upon
respoeetive heivs, devisees, Ic;,nl wpruscm

.md shalt Inare o the benefit of the p'arlios hereto and {o their
.\hvcs. sticcessors and assipgns.

This msuumbh( may be cx"ecutcd in 'm‘\'y number of'cduntbrpm'(s. cnch of which shill ‘be considered
an oup,m.nl for all purposcs. : . :

IN WITNESS WHERLEOF, this agrccmont <hall be offcetive as of __ day of ' ,

”19U81.

OPERATOR

ATES PETROLEUH CORPG

» -

:Bv;i?

Attornéy—in—Fact

| ;_ NON.OPERATORS
ATTEST: | - DEPCO, INC.

~By:

Secfeta?y President

RS-+

The foregowng n’trument was acknow1edged before me th1s _day
1987, b Attorney-1n Fa

y .
ATES PETROL UM CORPORATION, a New Mex1co corporat1on, on beha1f of said corporat1on.

Vi

' Notary PaTC

COUNTY OF s ,

v The forego1ng;1néyrument was acknowledged before me th1s : day of
. 1981, by : Pre31dent of

TMyﬁcbmmissibniEkpi?és:

DEPCO, INC. corporat1on, on beh if of said corporatwdn.

.
l'.-

o

Notary”?ubTid‘ ' k e

[

T : R

1B =

A g Y MM by SR BT

gk G R

o L P R
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EXIIBIT "AK
'ATTAQHED TO AND'MADE A PART ‘OF QPERATING AGREEMENT
CDATED “JULY; 1, 1981,

BETWEFN YATES PETROLEUM CORPO ’TlON FT AL’ "OPERATOR", 3
: : S AND DEPCO; NG, MNON-OPERATORM,

l. Lands Subject to Agreement :

Township 5 South, Range 24 East, N.M.P.M,
Section 23: S/2NE/4, SEJ4

Sectlon '26: NE/4 ; ‘
‘Contalning 400.00 acres, more or less.
Chaves County, New Mexico

2. Depth Restriction:
100" below stratigraphic equivalent of total dépth drilled
3. Drilliing Unit ‘for the First Well: |

Proration Uit established by the New Mexico OCD.

1. Pere”ntage Interests of Partles Under ‘the NE/4 'of Settion 26,
‘Township 5 South, Ringe 24 East, N.M.P.M.
INITIAL TEST WELL » IN]TIAL TEST WELL
BEFORE PAYOUT . _AFTER PAYOUT

2.500000

' F/O
-jERRY C RTIS : F/O
ELIZABETH“HANNIFIN FIO
UNLEASED 5. 000000' 3.125000 1
160.000000 100, OQOOOO : 100. 000000
v 2. Pereeltage Interests of Partres Under the S/2NE/4 SE/4 ‘of ‘Section 23
Town'ship' 5 South, Ringe 24 East TNIM.PIM. _
ACRES  BEFORE PAYOUT - AFTER PAYOUT
180000000 ‘ 75.00
6.875000
2, 500000
B 5.208334
: 15« 2. 083333
ELIZABETH'HNVVIFIN i 2. 083333
‘UNLEASED . )0 6. 2500 0 ST X 250000
240, 000000 100.000000 . I00 000000
'Leiseneid‘lnferest’of‘Eféh’Paﬁtyt
I. Lessor » P S Unltied States
‘Lp;egé&t~Le§{¢¢;,,» N L Yate m Corporation - 25%
- C o Yates DrlI'Fing Company - 28 -
: Myco Industries, Ine. - 25

Abo Petroleum Corporatlon - 25

‘Serlal No. of Lease: . NM-28297
Explration Date: ' ) September ‘1, 1986
Descr Iption: Township 5 South, Range 24 East, NVPM

Section 26: S/2NE/4
‘Contalning 80.00 “acres, more of loss

M R e s 1 e et e




: P:gc -2~

fV. h

Cxhiblt A" ‘to Opuratlng Agremncnt i
Dated July I, 1981 ,
Sectiahns 23 and 26, TSS—R24E : 1

Chaves County, New' Mexlco

‘2, Lessor: Jo Ro Mitler
Present Lessee: H Depco, Inc..
Serial;Nb. of Lease: : Fee
Explration Date: ' _ August 3, 1989 |

Description: _ Township'5 South, Range 24 East, NM°M
ction 26: NJ/2NE/4

Section'23: S/2NE/4, SE/4

‘Containing 320.00 acres, more or less

3. Lessor: S ' : . 3 Gl‘ad;é det‘tyei’fkié'lkd
Preseht‘Léiseé: o g o Rilhg Nix, ét;if
U sertEl Nel et Lease | Edo
EXpiratiéh Date: A : Jdne'l3, 1983

p°5 South, Range 24 East, NWPM
Section 23: $/2NE[4, SE/4 ‘
Section 26: N/2NE/4 ‘

Contalnlng 320. 00 2cres, mofe or less

Description:

Addréesses of Parties to Which Notices Should be Sent:

Depco, Inc.,,
620 Pe mian ‘Build g
‘Midland, Texas 79701
Attentton. Mr. John Hubbard

poratlon
0' Ltd. ‘

3 - : o Ralph Nix, et al
sia, New Mexico 882!0 : P fO‘;Box 617 ' o
Attention' Janet Moreau : , 'Artesia, New Mexico 88210




COPAY - 1974
Recenumprted By e

° Coved i ef - 1ptrohann
Accommtants Holictivs of

'fl\f!”k”z Got, Tuiea 100 - ) : fies ot

e (S

ATTACHED TO AND MADE A PART OF OPERATING AGRELMENT
« DATED JULY 1, 1981,
BETWEEN YATES PETROLEUM CORPORATION, ET AL "OPERATOR"
AND DEPCO, INC., "N(N-—OPERATOR“

ACCOUNT!NG PROCEDU RE
JOINT OPERATIONS

‘1. GENERAL Pl‘tOVYlgil"(;)i\lS . ' e

1. Definitions : :
“Jomt Property” <lzall nmean lhc real and personal propcrty subject {o the ngrccmeut to \\hu.h ‘(his Accounhng
I‘roceduro is attnchcd - -

:"Jomt Opcralnons xhall mca'
‘maintenance of the Joint Propcnly
”"Jomt Accmmt" Sh'l" mean ‘the daccéount’ showmg 1he charges paid and clcdlls recéived in !he couduct of lhc Joint

|

|

1

!

{

; !

"Operntlon; and w lncl) are ‘to bo sharcd’ by the Pames e : il ;

{

"Operator" shall néan’ lhe pal ty- chJgna( g 1o conduct the Jomt Operahons

" “Non-Op: rators” shall‘mean the ‘partie his” agzcement olhcr than the Operator.

”“Pallms" shiall’ mican Opéiator and Non-Opcxalors
“Fu?;t Level Supowxsox;" shall mean’'those cmploxccs whose pnmarv l‘un(hon in Joint Opmauons IS the direet
' -supmvlsxon of othcx employees and/or contnact labor directly’ emplovcd on the Joint Property in'a ﬁcld opo:at—

olhcx

yces" shall moan ;hosc cmp]o" ces havmg spec:al and specmc engmccnng,, 'oologlcal or

e byt et

as most recently _rccommcnded by the ‘Couneil oi Petroleum Accountams Socwues of Norlh Amcz ica.

’Statement and Bxlhngs B :
A Operalor shall bil Non-O" i
; ménts which identify the author-

) I apprdpuate class;tzcatlons of in- :
‘vestment expense exce ms of Controllable Maleual and unusual ‘charges and credits’ ‘shall e sep-

i arately 1denu}1ed and’ fully“descx 1bed in deta:l

) q (15) ddyi éx‘tcr rccelpt I p yme
Al Bear interest mdnthily at tho iate of {welveipercen ?\12 )7 ber
¢ permitied: by the applicable usury’ Jaws in the state in’ which' the Joint
is locatcd whxchevcr is the losser, plus: auorncy s fecs, courl costs, and other cosls in comncetion with

eriy
the collectxon ‘of unpa)d ‘amounts,

ptcst or’ quesuon ‘tha 2 corr
{015"by Opcnaior dunnl'
nly=four

ided, howc\,cr; all bills .md btu(emcnts rcndl

,noss thcrcok, pr
comluswcly bc »

calendar year sl
of

ad)uxtmcnls resuliing from ‘a phyucal mvenlmy of Contwllnblc Malcnal as pl ov ‘ided” for in Scchon V

: Amllts

no von[r.uy prowmns m )c-r.ud Ihm(-lo, O;) '.mn' shilt noiify :lll’Nnn-()pn mlm"‘ m’ lhv ()nvmlm § mupo- md
thé agreement or upproval - of o majority in interest of the Non-Qperators shiall he controllingr on“ull Non- ()p(-m-

torg, -




Operator ‘shall’ ¢’

1.

2,

1. nm T CHARGES

Uhe Joint Au:mmt with the ful!m\'ilm flems: . [
Rentals and Wavalties , ; .
Lease rentils tnd Fovallies paid by Opeérator for the Joint Opevations,
Labor '
~ A.-(1) Salaries “and wages of Operator's ficld employccﬁ dircctly omplu) ed on ‘the Joint I’lopmly in the conduct
of Joint Operations.
(2) Salnnca of First Level bupcwﬁorﬁ in the ficld. )
(3) Salarics’ and ‘wages of "Technical lf.mploycc> directly cmplovcd on (he Jolnt I‘lopcrly if such charges are
excludcd from the - 0\'L‘lhl‘ld rates.
B. lay, Vacs ékn‘c<*

“‘Operitor's current’ costs of extnblmhcd plans for em slovees’ @

G.

i Th" ‘cost’ of :

l.lph TA uf lh|< Sccllon

employcos \\'h(N.-' .'l.ui'(\s ‘and wajies Tare chiargeable to the Joint :\ccount undcr l’.n
“or b\' "|w1(‘0n|.u‘o ‘IS_

1.  Such costs under this Paragraph 28 may be char ‘ped: ‘on-a-twhen and as paid h.
sessment” on the amotnt ‘of ‘salarics and wapes cha:;..vable to 1the Joinl A
Section IL If percentage assessment 'is used, the rate shal"he based on unc Operutol : cost o\pcnenco.

C. L\pcndllurcs or conlnbuuom madc pursuant to a:ecs:mcnis mmowd by govornn*(\m.xlf.mthorll\' which ate

applicable’ 10 Operator's costs chargcablc to the Joint "Account under l’amgraphs 2A and 23 of this Seec-

tion 1I.

D. Personal E\pcnses of thocc cmployecs whose salaries and wages are chazgcnblc to the Jomt Acmunl undcl
Paragraph 2Aof this Seclion 1L .

melo\ ce Bencfits”

life” insurance:  hospitalization, pczmon Ye-
tirement; stock pmchaso Ihl‘lfl ‘bor ‘benofit” plans of a hkc ‘o;applicibleé o Opm‘.um s labor
cost chargoablc 1o the Joint"Accotint under amunaphs 2A-and- 23 of this Séelion 11 §Wall b Oporalor's delual
cost not to exceed t\\cnly per cent (20$5), or percentage most recently reconmended by COPAS.

Matcrlal

‘D sed ox fuwrmshcd by 0;5‘ “alor Tor use on the Jomt Pxopcrtv as’ provldcd uiider Sccuou TV Only
sueh Matcr:al sln]l be piirchased for or transferred to the Join{ l’mpcn ty ‘as may be required for” |mmodnlo use
pxaclxcal and consistent with efficient and economlcal operations. The accimulation of sur-

Transporlahon ‘of emp105 ces and Materxal hecessary for the Jomt Opcratxons but subject to the followmg hmlla-
tlons. .

A, If Material is moved to lhef Jomt Pmpertv from ‘he Opelator warehous
be made fo’ the’ Joint*Account for a’ distance greater ‘than‘{he distarce fxom,(he
‘recognized barge  terminal, or railway receiving “point where like: matcnal is’ normallv avdllable ‘Unless ag:ccd

‘1o by the Parlles

'S, (no clmrg,c <hall

tcrrmnal ‘or lallway reccwmg point. u.nle:s agxccd { )
count. for movmg Matena] to olher propel t:c> belongmg 10 Opcmlor, unlr.-Ss dgl‘(‘.‘cd lo b; thc I’aims

-‘ ;f $260 or ]e$$ Aéi.é)‘ddiiig acccssox 1a] charges ) .

Scrvnces

Parag raph

The (ost of profoc.slon'i) co suhanl
rectly cngagcd on: the Joint PrOpm ty shall not be chm;,ed to lhe Joint “Account unless pr(.\':oudy agrccd 1o by

the Partlcs.

the i ,
publmhcd;hv the Pcholeﬁm Molox T anap'on( Aesocmtxon.

_afpes “or 1osses incii

'éxl)g'n*s(: i t‘mmduwll to Iu- mv( réitby Tl

Bross nouluzoncc or \nllrnl miscondi
mcmrod a5 §oon ay |)l detieatile aftev a”

; Lcuni- | A xpcnsc

overhicad” pmw G uf‘;c(lmn lll unlv-\s olhmwm. .||'wul 1o l)v the

Parlics, excoept as provided in Seetion” ), Darageaph 3,

—2—
.
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"'n.‘. h"n‘ n..mm.l.- T ’niu\vq-

10, '>'l‘nxes ,
I\ll lnxos nf over \' Tkind and’ n.mnc SSeSRE T jevicd o Tor il mm.\“.u.. W
tion theréof, or the production Ihcu-hum, and which taxes have been p.ml by the Operatur for nw be n--m or the

Parties,

i1, !nsurumco

~Net premmlnx p.nd for insurance rcqu ired 1o be cnme('
ies, In the dvent Jeint Opditions are conducted in-a'st n which’ Om-mlnr mdy act as \cll' msmcr for \\'

men's - Compensition and. or. Enipleyers | Liubility undor the respective stite's laws, Operator may, (gl

inchude thie risk under its wlr insuEnes progran “andiin that event, Opetr .|lor shall include w eharge st Operaior’s '

cost not to exceed mashual Fates. ) ,

12, Other E\pcmhturcs ,
“ Any other oxpondxtu”e ‘not covered or donll \\'lth in the rowgomg provmons of thxs Sochon Il’ or in Sccllon I,
and whicli'is incurréd by the Qperator in the ncccssary and proper conduct of the Joint: Opcl..mons

) OVERH EAD

1. Ovérhead - Dnllmg And Producmg ()pomhons

dn!lmg nnd plodu' £ ‘operations on e
(XX Fmed Rate Basis, Paragraph’ 1A, or

‘ (4 ) Perccntagc Basxs Paragraph 1B. .
Unless 0“10!‘\\'JSO agrecct o by 1h > Pa‘he: such charge sha]] “betin hcu of costs and e\ponqe§ of an off es
under Pz , ;
matters’ of la\nhon. lmfﬁc. accm’ ital’ a«cnmcs <hall ke coxmdc:ed
as; mcluded in the Ov 'rhead Yated” of this Séetion 11T uniess such
cost and expense are agr eed lo by thc Parties asa direct chalgc to thé Joint’ Acc unt,

il The salaucs wages and Personal Expeises of’Techmc‘ “Employees andor’ the cost of pnofcs‘s nal consultant

services and contiact $ervices of technicali ‘personnel dnec(l) employed ‘on”“the Joint l’mpmt)’shall ) shall
not ( X) be covered by the Overliéad: rales ‘ . S .

A. Overhead - Fixed Rate Basis '
> (1) Operator shall‘¢charge the Jomt Alccount at the following rates per well per month:

. - Drilling Wt.ﬂ Rate § 2,300.00 K ; ir
Produicing - Well Rate $- 230.00 :

"('z) Apbncai'ion* of Overhead - Fiked Rate Basis shall be as follows:
(a) Drmmg,“ell Rate o : '

: jkn mndn ﬂl)l;v_ L

=T -atall

,;the pcnod Irdm ddte wor kovcz opémuons \ulh Tig, commence tlnough dalc of ng xel(.ase except
‘that no chaz ge. shall be made dux mg uspension ot opcral:ons {or- Izncen i(18) or more consecutive

days.

[1] ‘An acuve well cllhcr p:oduccd or m;ccle
-as a one- “well charge (or thc cnlne month

[2} VEacln ‘active comp
hole shall be dons
Vwcll by thc govc

~tion shill be cm.s:dc:cd as a one- weil charge pmwdx ig the gns wc!l is du'cctly connectcd to u pcr-
mancnl stiles ‘outlet,

[4]) A e well clmrc may be madc for- 1ho monlh ]n whlch plu[,;,mg :md ixbandonmcnt opcr'nlions

: *wc omplezed Gt any ¢ i ,

a- by unit allowsble,
éhui‘rc

(‘3)' ] finst duy of Ap’"l
) oredine is attiehed. Tli
10 PEreen i) Ne m‘ [

I)l('L('(lll & '-', -hown bv w mdvx ol‘ averipe woekly ey’ of (,IU(II )’u.duc
tion Wml ersay pubh lvd by the Unitéd: Sl’ll(-\ Departmen uf l..nl)or nun- m ‘ot l,.nho_x Sl_. “For‘the
equivalent (4 madisn indéx as published by Stitisties Cri T :mphmhln- The adjusted Files sll.nll he
the 1ules clnveily in use, plus . or ininus the computed adjustmaent,

T " . i 111 . et .
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)

- | — {013
RIN O\'(“ht‘:ld - I'Nu-n(.irl- MNawis : :

(x) Opv 'l(m' slmll chinpe the Joinl Au‘mm! nl lhu Iollowmg l(ll(‘b'

() l)\-\'ulomncnl g
i Pereent ( w) of the cost of l)c\'olumnrnt of thc Joint l’mpm 1y oxclusive of ‘costs
provided under Pavagriph 9 nf Seation I and al) Sulvago uudats

(b) Opcmlmg

— L Pereent (S ) (nl the ‘cost of Opcmluu' the Jomt Property” o).cluswe of costs provulod
under Paragraphs 1 and 9 of Svumn I3, all salvage tredits, the villue of injected subs stances pmchawd
for seconidary recovery and all Laxes and assessments wlnch arelevied, assessed and paid upon the min-

! eral interest in“and o the Jmm Pmpcu\'

(2) -Apphmuon of Overhead - Pm Ccnln;,o B:N\ shall: bo nsfollows:

For! the puirposeof dclcrmmmr chinrges ofy ‘a percentage bisis under Pa
vclopmon( bh.l" mclmlo .nlll costy in umnccuon with” dnllm;,, redeilling
~tions ‘o tiny or all wills m\ol\‘mg.. the usce ‘of drilling crew and’oqmpn
necessary inTpréparation for dritling and C\p(‘ndl(lll(‘a in¢ :
pleted as'a producer, and original ‘cost of constiuction or instaljation of TiXecd .u\om the ¢xpansion ‘of f \ed,
.assets and any other pr jecl cleaily disedr ible as a fixed asset; exeepl \l.uol Construction as der ned in
Par.:gr'mh 2 of this Section ‘111:“All other costs shall be co'mdm cd as Operating. :

ph n of this qL‘cu(m ll! de-
chmm, or any remedial opera-
nl. .clxo. pwhmln.n\ cxpendnuncs

2, Ovcrhcad Mn;or Construction ;
To compemalL vOpcraton “for ov crhw' costs iucu’r’rcd‘in ‘thel '(‘Oh::sfl'ﬁ'\‘t:on and. msta])dllon of fi

dls, the 6x=

of $__- ,_—_. i -.. . o Cid
A b ‘¢ of total Costs if sueh’ osls ard more (han's.. ?5 000 00_. _but less’ {han $ ]QQ;\"OQQ-OO_._. plus
B. ____§____f8 of lotal costs in excéss of § .,___J_Q__ Uy 00 but” less than 81, 000 000; plus

C _.____2_._._% of total cosl:, in e\cess of $1; 000 000.

‘Total cost shall mean the gross ~cost of any one: prOJcct For the pu;“‘osc of’ !hl; pam{-mph the’ componcnl paxts
of a smglc projeet shall hol be ‘(reated scpamtelv dnd ‘thé cost of dnlhnp ‘and wor kOVQI wells shall be excluded.

3. Amendmcnt ‘of : Rates
*The Ovcrhoad ‘alds pl \‘xded for in thls Sechon 11 YHay be amended ﬁom {i y time’ onlv by mutual dglccment :
-between” the Paities hercto if, in practice, the rates ‘are found o be insufficiént or eXcessive.

IV PR!CING OF JOI\"T ACCOUNT '\IATERIAL I‘URCIIASES TRANSI‘FRS AND I)ISPOSITIOVS

evox ‘at’ Opemtor
of xdle and/or su
ind. or sale {¢

{or shall be agrced tc* by ‘the Partxes

1. Pul ch‘aSes

Ha’-.,\a!l b\_ ot TbC'i at thC f) RN

2 Transfers and anocmons

‘Mate jal furmshcd to’the. Joint- Pxoperty ‘and’ Matenal “{ransfcl froni (o
- Operaior, um(.bb olhicirwise agreed (o by-the Phities, shall b pricéd on'the fSHowilig b

counts:
AL New Matenal (Con‘xtxon A)

‘ mt Pl‘Ole Ly of dzsposed ‘of I)y lhe
G5¢5 (.AC’uai\rC of Cush adis

1

movcmo i, adtlisted” by a relx.nb]e
mally ‘x\'mlab]c

"(34)"*Olhm'M:!onal il be priced ot the citrent new price, in'effdel al’datc
Csupply slore or f.o.b. m:]\mv receiving paint ﬂo.nc‘t {he Joint Pxop(-tly wiicre such Mnioual is normully

N nvml.:blo

‘B (‘ood Ul'od M.xlunal (Comhlnon 13) : .
i Sviceable condlllon and suilabid for veuse wi!houl )ncondi(mnmn.

: i sound md
(1) Mater ml‘nm\'(-d"lw the Joint Praperty. :

(u) At sc\'enly‘nvc pnccnl (7 %) or cunenl new pr :u' us dcl(-rmmo«l by )’ u.u'rax:h 2A of lhl“ Seclion 1V,
(2) Malerial moved’ n om the Jomt Pn o;mtv :

(1) AL seveily : (15 )y of cuncnl ew price;as deter mml-(l I)v Pn ':mr.ml\ 2A of this Section 1V,
if Mautérial wis or u'm.llly charyivd 16 the Joint Am_uunl i new Materfil, or

—r
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(b) at SNty f:w -m-mf-t ((\5' Yool current” Tiew price, s’ dotmmim'd hv P.n'm

IV, 0 Matervial was mlrnmll\' charped: o the Jaint Aw.oum uas ruml sed m.nw ol utse \(‘m, v i I\

cont {755 ) of ctirrent new price, ;
The cost of reconditioning it any, shall be absorbed by the ti‘:\hstcrriﬂg‘iix“'“o’pcrty.
C. Other Used Matdiial (Condition C and D)
(1) Condition C :
Material which is not in" souivd itnd xmwcoablc condxlum Aand not suitable for its mu,m.ll funetion untt

after reconditioning shald be priced at’ hﬂy pe
graph 2A of this Scetion IV. The cost of 1 ftioning shall ‘be chiured to the yeediviig proporty, pro-

vided Condilion C value plus cost o{ u‘condmomng does: not exceed Condition B value,

(2) Condli on D ,

Al othor Malerial, including junk, shall be pncod at o valug comm ate wﬂh its uee'or at pxcvmlmg
prices.  Material no longer: suitable’ forits: ‘original purpose “but usable: for: some o\hor |
pncod on @°ba ,scompax.nblc wnh lh.ll of jioms nonn.:ll; uscd for <uch ofher pmpow

,,,,,

% Such price shoukl xc§uxt in lhc Joml Account bcmg char ged W xlh e v
by sud\ Malsrial

B, ‘Px icihg Conditions .

(l) Loadi ng and: unloadmy costs may be c]nrgod to (he Joml Accounl at’ the ra(e of [x[tcen cents (15¢) per
hundied weight on ‘all tubula¥ goods movements, in licu of loading and ‘Unloadin S d

actual hauling cost of such (ubular goods avd quahzcd tinder provisions of Pi g

'(2) ‘Material jnvelving erection costs shall be chmged al applicable pércentage of- the cunent knockcd doWn

price of new Material.

I

3. Px‘é‘nﬁiiiﬁ' Priéés

réent. (.:0‘:) of current new’ price as- detériined by Paras

)
alors 01 such Malcxnl Each Non 'Operalor shall' have lhe nght by SO elccl:m, angd
notu’vmg Operator within {¢n days after receiving noflice from Operator, to furnish in kind all or parl of his share
of such Mater ial suitable for use and acceplab]e {o Operator. .

1

charge ]’)I‘lOl‘ to bmmg \’on—Opet

4. Warrant) ‘of Mafcrial Furmxhcd by Operator
Operator does not \»alrant the: Malenal qumshcd In case of defeclwe Matenal crcdlt shall not be’ passed to the

,1",

V. INVENTORIES

" The Operatox QhaH mamtam detanled rccoxds of Controllable Matelnl

Reconcmahan of o' ‘physicaliin

shall ‘be furmshed to the Non-Of; 1 g
Justmenls shall bé made by Opei he Joml “Acéount “for“overages and shoxlages, but Op-.ralor sh.al] “be

held Accountable only for shorta;,us ‘duéto'lack ‘of reasonable d:hgence

3. Spccml lnvcn(oncs :
al Inventornes may be tal\en whenever ‘there is’ any ‘sale or chanrc of mtel cst m lhe Jomt Plopm ty. It shall
be thc’duty of the party sclhng 16 nolify all other Parties as qu:ckly as’possible: "fter the“transfer of interest 1akes
place. In such cases, both theseller and the' purchaser shall be 1,0\-crncd by such inventory.

4. Dxpensc nl‘ (,ouduclmg Periodi¢ hwen(ones

The b
~Par uca

pcnse of conductmg poriodic Inventories shall not be cha:gcd to the Jomt Accoux\t unlcss agrccd to by 1he'

i
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'benefit and’ at the expensc ‘of the pa.tlcs !‘

2y SR R e
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EXHIBLT "D"

ATTACHED TO AND MADL A PAR] OP OPERATHKSAGRLL“LNT
IMWDJWXI 1981,
BETW!EN YATES PETROLEU“ ‘CORPORATION, ET ‘AL "OPERATORM
AND DEPCO, INC., HNON-OP ERATOR™ .

ADDITIONAﬂiINSﬂRAHCETP§OVi§ dT

Operator, during the Cerm of this agreemcnt, shﬂli carry insurance for the

etn, as follONQ'

(A) ' Workmén's Compensatlon ‘Insurance as conteémplated by the state in
whxch operations w1ll be conducted, and Enployer s Liability
Insurance w1th 11n1ts of not iess than $100 000:00 per cnployee.

*

(8) ‘Public Liability Insurance:
. Bodily”InJury' - $500 000.00 each occurlence.‘%

-(b) Automoblle Public Liabllit) Insurance.
Bod11y~InJary - $250 000 00 each’ person.
$500 000 00 each occurrence.«‘

Propérty Damage - 'STﬁdgéﬁo;do‘éach'bccureﬁce;

‘Except ‘as authorlzed by this Ethblt-"D“, Operator shall not make any charge to

the joint ‘account for insurance premiums. Losses not covered by Operator s

1nsurance (or by’ insurance required “by this agreement to be carried for “the

benefit and at the" expense of “the parties ‘hereto)  “shall be charged Lo the

joint account._

e At o A A AP S ST i T




EXVIBIT ¢

ATTAQHED TO AND' MADE A PART OF OPERATING AGRELMENT
DATED JULY |, 1981,
Berwrtw YATES PETROLEUM CORPORATIOV CY AL "OPERATORM,
AND DEPCO, INC. "NON—OPCRATOR"

5 The parties to the Operatlng Agreemdnt “to wh1ch this  agrecie
aC oW “work1nq interost in the qgas: rights Uﬂdcrly\nq ‘the Unit Area
reement in accordance with- the porcentaqes of participation as

: ga
Area to'a purchaser wh1fh does no i
“take the full share of ‘qas’ att\x1but

t ereto’has no market for
thin the Unit Area, or 1ts

p n ass1gned to such pror tlon‘un1t by the

fy body g 3ur1sd1ct n - and shall be entitled ‘to ‘take and
‘ ' ‘the1r purcha r-all of such. gas;productaon, however,‘no party
}~be ent1t1e ‘to take or deliver to ‘a puréhaser gas product1on  excess of
300% of - 1ts current share of the vo]umes capable of §e1ng oelwvered or 1ts

ving )ur1sd1c jony" s that | : P r
own the 11q‘ “h ;, rbons u‘" ] from such’ das by 1ease
Tespe ve' sts and subJect to” the

Jease operat1ons;:)
delivered to 1ts »

showing ‘the total qu y of ”'produ%

vented or '105t," the total’ quantity of Tiquid hydrocarbons: recovered ‘therefrom,
“and the month]y ‘and cumulative over and ‘under account of each ‘party.

brocucmon payments dnd sn.ntdr interests,

EXITOIT "E"
Page -1-

1 1'5“
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‘underprodiced  and ‘overproduced pa
'iduced partx“pr‘partxes w11] be pald a sum of

“which’i

WAftor noticc to ‘the Operator, any ‘party at any time mayk‘ inétaking or

aifts puxchaqe\ {ts full shaire of the qaﬁ producod 1

do1 wé SR
unit under which ¢ has qas in- placc‘«esa sa;u"party s-sharo of qas’ used in ‘opera-

tions, vented or lost., In additfon to such share, cach pay
tor, until it has recovered its gas in place and ‘balanced ‘the ‘gas account as to
its interest, ~shall be. entitled to take or deliver to fis purchasér a share of
gas detcnnincd by mu1t1p1y1ng fifty percent - (50%) of the interest in the current

gas product104 of the party or parties without gas in p1ace by a fraction,  the

he intereqt in the prorat1on unit 0f such party with gas
tor of ‘which is the total percentage interest in such

nuniera or of. which {:
in pl, and  the denoniy

“proration imit of an parties with gas in p1ace currently takxng or de11ver1ng to
‘a purchaser. . . .

Each party producvng and taking or deliverwng gas ‘to its purchaser
shall ‘pay any and all production taxes due on 'such gas.

ny ‘party the right, from Tie
4‘ , iver to its purchaser its full share of the
uc 1on ‘to meet the delzverabla]zty ‘tests required by its

i ‘ of gas “froma’ prorat1on un1t be permanent]y dwscon-

fore ‘the ‘gas - account i Tbalanced settlement will-be made between the
jes. Inme ng such aettle ’ TP
he.

er*C‘mm\ss1on pursuant to.

nal
applxcab]e to the gds sold from , plus any additional
timately reqiired’ by’ sa1d Conm1ss1on to be refiinded, ‘such addition-

al co)]ected‘é t to be accounted for at such time as Findl detenm1nat1on is
made Hlth resp ct thereto.

S

ereunder shall have the opt10na1

party- nxnegy

~0ption 1s 0 exerc1s

are. inade uate,for;1ts*g”' nt to be brough ctual
prior to penmancnt dlscontlnuance of gas proddltion‘from Stch - proration unit.

1ncurred

e with its
9) gemeint to

‘f ’ ‘and ‘éffect so Iong as ‘the -Opéra
which—it iq ottachvd rcmuins~1n“eFFCCt and shall inure” to 'the |

Fxh1b1t W
Paqc -2~

%na[wmmUon.

ty, 1nciuding the Opera~

ed ‘that said- test 'shéuld be resonable 1ength normally not to

“prov151ons ‘of ‘the ‘1ast precedin | dtiis

: Aﬂligat1on o pay '
as its ‘share

to'each prora-

‘ it of ‘and be
_ binding upon  the partics hereto, “their succcssors, ]egal representat1vos and
, afswgns. .

AT A, e B




ATh‘\(J N 10 N\l!) M\I)F A PART or OPERAT K ;\GRFFMI NT :

; DATED “JULY 1, 1981, o

BETWELN YATES PETROLEUM CORPORATION, ET AL MOPERATORY ,
AND' DEEPCO, INC., "NON-OPERATOR™,

CENHTRIT VR

EQUAL EMPLOYIZINT OPPORTUNITY PROVISTON

CR buriﬂq ?hc'pcrIOrmahcc of this contract, the Opcrator agrees as follows:

(1) fThc 0pcxanr will not discriminate against any cmploycc or applxcant
for cmploymﬂnt becauie of racc, color, rclxgxon. natxonal origin ‘or
sex, The Operator w;ll take affirmative action to ensure that appli-
cants are enploycd “and that cmployees arc t¥ ‘cated during. cmploymcnt,A
w;thout xcqard to theix race, color, re11q1on, national origin or sex.
Such action shall include, but not be limited to- the follouan' ‘Erploy-
ment. upqradlng, derotion; oF " tranafer, rccruxtnent or recruitment ad-

‘ vertiAznq, layof g or ternxnatxon~ rates ‘of pay ‘or othcr forms of com-
pensation;’ and selection for tratnxng, including appxcntlcOthp - The
Operator agxoc to r0°’ in onspxcuous placon, available to employoos
and’ app11Cuan for- ompl yr t notices to be prov‘ccd for the contxact—"
ing officer setting forth the provisions of this non- ~discrimination

lause.. >

Y

(2) The Operator will, “in all’ solxc1tat10ns or advertloercvts for cmp]oyceo
‘ ‘placed by or“on behalf of “the Operator, state that all quallfled appli-
caiits will receive conszderatlon for employnnnt without" regard to race,
color, rellglon, national origin or sex. . t S {

(3) The Operator w:ll send to each labor unlon or representatxve of wor}ers
with which ;t has a collectlve bargalnlng agreement or other conLract
or understanding, a notice to be provided: by ‘the~ agcncyrcontractlng .
_officer, advising the labbr union or workers'. representative of the ° T
‘Operator s commitments under Sectlon 202 ‘of Executive Orael 11246 of
September 24, 1965, and shall post copies of the ‘notice in conspicuous

places ‘available to employees and appllcants for empldyment,

]
s.

14) The Opcrator wxll comply with 'all prov151onq of Executive Ofder 11246
of Septembcr 24, 1965, and of the rules, regulatlons, ‘and reélevent orders

of " the Secretary of. Labor. . 45

AL M a8 Sy S5 st

‘The Opetator wxll furnish all 1nform" : rts“required by Executive
Order 11246 of Soptember 24, 1965, and by the’ rulcs,’requlatlons, and orders
of the Secretary of Labor, or“pursuant thereto, and will- permlt access to
its books, records, and acccunt ‘by ‘the contracting agency and the :Secretary
of Labor for purposes of 1nvest1gat10n to ascertain compllance thh such

_ rules, regulat;ons,'and orders.

(s)

P

(G)T"In ‘the event of the" Operator‘“ non-compL;ancc ‘with the Aon—dlfcrzmwnaflon,‘ SRR
- ¢clauses of thxs ‘eontract or with any ‘of such rules," regulatlonq, or orders, '=
this contract may be cancelled, terminafed ‘or suspendcd in'whole or in‘part = T .,
and’ the Operator may be declared lnellgxble for furthcr Governnent ‘contracts -
+ in aecordance with précédures: auihorlzed in Executive Order 11246 of :
: Septcmber 24, 1965, and such othér sanctions may “be imppsed and remedies
el invoked as provxded in Executive Order 11246 of Scptember 24, '1965, or by
. rule,- ‘Yegulation, or order of the Sccrctary of Labor, or ‘as othcrwzse pro—
- vided by daw, N o

e
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(7) HThe Opc ntor will ‘include lhc provlaionf of Parnq:aphﬂ (1) thouqh
(7) N every a“bCﬁD'fﬂCL or purchase ovder unless vxvmptcd by rulvq,
rcgu)ut:onu, or orders of the Secretary of Labor issued purs uant to
Section 204 of kxecutive ‘Ordex 11246 of soptonbor 24, 1965, so that
such p)ovision' will be bxndlnq upon cach subcontractor or vendor,
The '’ Opnxntor will take such nction with respect to any subcontract
or purchase ordex as the cont)ncLlng agency may direct “as a means of
enforcan such ‘provisions 1nclud1ng .unctzons for non-compliance:
Provided, howevor, that in the cvent the Opcrator bccores involved
in, ox 1; threatoncd with, litigation with a subcontractor or, vendor

‘e uch direction by the contrnctxng aqcnuy, the Oporator

“may’ xequ t “the ‘United Stato ‘to enter ‘into such litigation to pro-

tect the lntere ts of the Unitod Statés. \

‘Op‘iator acknowlcdvca that 1L may he requ11ed to f11e Qtandard Eorm 100

'porélhg Commlttee,;Feceral Depot;,?cfferqonvillc, Trdiana, uathn th::ty (30)

days of the date of tract’ «Ndrd if such rcport has not been filed for the
curzent VPdY and othe-vlsL comply with or. file such”other compliance renorts
as way be: rcqulred under Executive Order 11246, as amendcd and Rules and Re-

gulations adoptcd thereunder.

0perator further achnowlcdges Lhat ‘he ‘may bc requlzcd to uovelow a written
affirmative action compliance program as reguired by the Rules and’ Regulatidns
approved by the Secret ry of Labor inder auLhorxty ‘of Exgcutive’ Order 11246 and
supply Non~0porators with a copy of such proglam if they so request

*

oy

CERTIRICATION OF NON-SEGREGATED FACILITIES

e Operator assures Non~0perntors that it does not ' and w111 not
maintaln or: prrv1de for.its employees any gcgreqated facilities at any
“ablishments, -and that it does not and will not permit ‘its

5 to perform their serv1ces at any ‘locat “under its control,
where scgregatcd fac:lztxes are’ maxntalncd. For this purpose, it-is
underbtood that the: phrase "segregatcd facxlltles“ includes facilities
- : re. 1n fact seoregacnd on a basis-of 1 ‘e, color, relzg:on, or
nat10na1 orlgln, ‘because of habit; local’ m*or othervlse. It is
‘further understood and agreed that' malntdlnlng or provxdlng senregated
facxl;txes for 1tg employees or pornxttlng 4ts employces' to perform ‘their

sYe qnnrnn'd-hr! F,.fn'l\tw s

Eéié maintained is a vxolatxon of the equal opportunlty clause 1oqu1red
by Executlve Order 11?46 of September 24, 1065._

-

; Operator further understands and agrogo that a’ brcach of the
asslurance hérein‘contained Subjch” it to the prov1 sionsof the Order
at 41 CPR Chapter 60 of the 50crétary ‘of Labor dated 1ay 21, 1968, and
the provisions of the equal opportunity" clnu"e enumerated in contracts
“betwdbn the ‘United States of Amcrlca and Noh= Opcratorc

Gt Whoever Lnow;ngly and wxllful]y makcs any falsc, fxctitlous or
frapdulent - rcpresentatxon may Be 11able to crxmlhal pros ecution under 18

u.s.c. § 1001,
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ARTESIAL NEW MEXICO Uiz 10

ILLEPIONE (500) 143 1308

LCA.t NAME Curt i "QR" Com £

Revision #
DATE _May 14, 1981 _

, PROPORT IONATE Sl

LOCAT 10N, 6607N 660/3, Sec. 26-55-24E

Counery_ Chaves  SYATE How fiexieo . FleLp, T
Hortzon______Abo Est. T.D.____ 4500 EsT. Srub DATE_
Est. CoMPLETION [IATE : DRILLING CONTRACTOR o
Primany Opogetive: |1 O IX] Gas I—t o AND/OR GAs
PURPOSE X Dricuine-New || RecowereTion || OTHER (SUPPLENENT NE, eTC
Type WELL || DevevoeteNT  Ix| EXPLORATORY
INTMGIB[ E_COSTS: L DRy HoLe  COMPLETLO
STAKING PERMIT & LEGAL FEES $_ 200 $ 200
LOCATTON, RIGHT~OF~WAY ; _880Q 2100
DRICLING, FOOTAGE __4500° _ 8$19/ft _ 85500 R5500
QBéLLING, DAYUORK 4 DAYS 984100 /DAY 16400 16400
) 500 800_
17700 - __ 19200
28500 28500
TR e
ELECTRIC LOGS 16000 23000
Toq>g& Eaurp. RENTAL ;° TRUCKING, WELDTNG 2200 3800
VIST . 3200 4000
LS & SERVICES mmee S
COMPLETION UNTT DAYS & 81130 /DAY 30
STIMULATION 27000
CONTINGENCY Sl i 25000
e TOTAL INTANGIBLES 272600
WELL EQUIPHMENT COSTS:
9301 CHRISTMAS TREEZAND WELL HEAD 1200 7300
9302 CASING' 13-37/8" 48§ H-40 @400' 9500 95007 -
93(2 8-5/8" 244 K55 _ @1500" 19500 19500
9302 . _.h=1/2" 9,50 K-55 64500" e 25100
9303 wBiNG: T2-a/8m 47055 ea0nt . === " 15900
9304 " PACKER & SPECIAL EQUIPMENT m—tme 4000
9350 ~ CONTINGENCY 1800 4700 .
’ TOTﬁL WellL EOUIPVtNT 32000

86000

= ] o e

PUMPING EQUIPMENr _____
9402 STORAGE_1-210" bbl we]ded w/stair, walk, fbry,ls tnk. el
9403 SEPARATION EQ:, IES, :
9404 TRUCKING & CONSTR

YATES: P&TROLF CORPORAIION

BY.. /4?%27 16Z4‘V%{A/\
Y /e
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Docket No. 20-81 .

Dockets Nos. 22~ 81 and 723-81 ‘ave tentatively set for July 15 and 29, 1981, Ap%fications for hearing must
‘be filed at 1éast 22 days in advance of ‘heaving date. ’ :

S T 'bt{éxr]t:“"‘e’,‘\',wi'n‘si‘:«‘ii«'rﬁﬁjifﬂt’: < HHURSTAY = JULY 2, 1981

9 AM, = OIL CONSERVATTON DIV!SIOV CONFFRF NCE ROO“
STATE LAND OVFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Richard L. Stamets, Examiner, or Diniel 8. Nutter, Alternate Examiner:

CASE 7283: Application of Harveygﬁ. Yates Company for amendment of Division Order No. R-6387, Lea County, New
Mexico,., Applxcant, in the abovp—qtylcd cause, seeks the amenduwent of DlVlSlon Order No. R-6382 to
provide that' said order authorizing the McDonald Unit Agréement shall hive an effective date of

June 1, 1981, =

CASE 226k Applxcat:on of Encrgy. Reservos Croup. ‘Ync. for an unarthedbx ‘gas well Tocation; Roosovelt Lounty,

- New Mexico. Applxcant, in the above-stylcd causce, seeks appxov11 for the imorthadox Cisco location
of ‘its Miller Well Noi 1 located 660 fect’ from the South and Wist lines of Section 12; Township &
South, Range 33 Eact, the $/2 of said Section 12 to be dedicated to Ehe well.

CASE 7285:° Appllcalxon of J. C. WLllxamson for Cwo non= standard gns proraCxon unlts and twa unorthodox toca-
tions, Lea Count), New Moxxco. Applxcant, ‘in the above-styled canse, secks approval for two non-
standard 320-acro. wolfcnnp 2as: proratlon units® xn‘gectxon 10;: Townshlp 23 aouth, Range 34 East, the
first comprising the N8/4, W/2 NE/4, and Nf2 SW/4, and the sccond comprising the E(2 NE/&4, S/2 SH/A
‘and SE/4, Applxcant Lurther seeks approval” for. two Wnorthddox ‘locations, "the first for a well
drilled 1560 feet from thé No¥th tine and " 1830 féet from the Wast lide of said Section’ 10, and the
second for a well to be drilled 1980 feet from the. South and East lines of the section.

CASE 7286+ App11catlon of Supron Energy Corporatxon iox downhole Lomnxnblxnh, Rio Arrxba County New loxxco.
yoin 'the above styled cause, ‘seaks - approval for the downhole commingling of Basln Dakota
on:in the wellbore of 'its Jicarilla F Well No. 6 located'in the SW/4

of Section 34, Townshxp 26 NoY'th, ‘Range 4 West.

"

CASE 7287: App11cat10n of- Renson—Won Ln-Crcnr Dr1111ng Corporat:on for compulsory pooling, Rxo Arrlba County,‘
New Mexico. Appllcant, in the ‘Above~ styled ¢ause, soeks an order pooling all mineral intérests in
the West’ PuerLo Chlquzto—ﬂanLOa 0il Pool undorl)zng a prcvxouely approved 640-acre non—ctandard -
proxation unit comprising the W/2 of ‘Section ‘17 und “the ‘W/2 of Section 20, Township 26 North, Range
1 West, to be dedicatad taa well: to be'drilled theréon. Also to be considered w:ll be tie cost of
dr1111ng “and’ completing said well and the alloration of ‘the cost thereof as well-as actual ‘operating

“ costs and tharges for supervision, des1gnntxon of applicant as operator of the well, and'a charge
for risk 1nvolved indrilling said well, “

plicatio of Southern Unlon Fxplor'fxon Company of Texas “for contraction of the West Puerto

1 ncas 0iV'Pool; " Rio Arriba County, New ‘Mexico: Applicant, in the above-styled cause,
_secks the contraction of the Wrst Puerto Chiguito-Mancos 0il Pool by the deletion of Section 36,
Township. 24 North, Range 1 West, ‘thetrafrom,

' CASE 7288:

CASE 7251: (Continued from June 3, 1981, Examiner Hearing)

Applxcatxon ot Southern U"Qn Explorar1on Company of Texas for compulsory' oollng, Rxo A‘rxba County,
Rew Mexice. Appllcant, if’the above styled cause, séeks ‘an-order pooling in i i

% ‘the West: Pusrto. Chxquxto-ﬂancos il Pool. underlyxng all;’of ‘Section 36; owitaint 24 Nor
Yest, to be dcdxcated to 1ts Mobiil- Federal Well'No. 1 drtlled at a standard tocation theraon. ~'Als
to be ¢onsldered will be the cost’ of drxllxng and completlng said well and the allocation of the’
cost thereof as well. as dctual opérating costs and: charges for supervision, designation of applicant
ap operator:of ‘the well, and a charge for risk 1nvolved in drilling saxd well

CASE 7289: App11catxon oE Exxon Corporat:nn for a salt water d posal- well, C\aves COunty~ New ' Het;co.
Applicant, in ths above-styled cause; secks authérlty'io dxsposc of produced salt water inte the
Queeﬁ Eornatlon at a“depth of 2638 fect to 2774 feat inm its Stra :Federal Well No. 3 in Unit J
of Soetivh 25 Toopship 7 Qnuth Range 31 ‘East,: Tomhawk Sdn Andres Pool.

7 CASE .7290: Appl\catxon of Yates' Patiolaun Corporation for compuleory poolxng, Chaves County, New Mexxco. :
<:-_“"““‘-~\~\‘:pplx i in the above-styled cause, sdeks an order poollng all mineral intecests in \
ion und rlylng the NE/4 of Sscction’ 26, Townshxp 5°Sotith, Range 24 East; to be dedicated to a well ; -
to be drilled at a“scandard. location thereon. Also to be considered will be the cost of drxll\ng
and complet;ng saxd well and the allbcation® “of the cost thereof as well as actisl’ operatxhg costs
and charges for supexvxslon. designation of applicant as operator of the well; and a charge fod Tisk:
1nvolved in drilling said well, -
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CASE 7291:

cASE 7292

CASE 7293:

“CASE 7294 :

It

CASE 7280: -

CASE 7295:

W CASE 7296:

nfill” drilling and apptopridte findings relative thereto.

Docket No, 20-8)

S
Appllcaljon of ARPO 051 apdi

Applicant; 'in the nhovv-xt)l R F IV E Pertr g
and Pusselman formitibns undﬂrIVlng the N/2 of Soction A, Township ?5 huuth, Range 37 Ease, Coster
Ficld, to be dedicated to a well to be drilled at o stindard locarion thereon.,  Alsa to be cop-
sidorud will ba the eost of drilling and completing said woll and the allacition of thi cost thereof
supervision, designation of applicant as cporator

piapany: for cumpnlsnrv pnulln; Le Cnnntv Now Mexico,

RN 5
T T E e BT O

as well as actual operating costs and charzes for
of the well, and a charye for risk involved in deilling said well ‘

k Applicﬁlion of ARCO 0i1 and Cas Compﬂny for compulsary. pooling, Lea County, New Mexico.

Applicant, in"the aboverstyled cause, seeks an arder pooling all nineral interdsts in the Dévonian
thru Ellenbarger formations HndLrlvlnb the §/2 of Section 0, Township 25 South, Range 37 East,
Custer Vield, to be dodicated to a well to be drilled at a standard location Theréon. “Also to be
considovad wxll be the cost-of drilling and completing led well and Lhc—allothlun of the cust
tharcofl "as Wall ds actual oprrating costs and charges for, supDTVlﬁlﬂﬂ, dusx»nntlon of “applicant

as operator of the well, and a charpe for r\ak Havolved in drilling said well,

Applltﬂtlnn of ARCO 011 aiid Gas Company for an amendnent to order No. R-6649, Lea Ustinky, New Mexito.
applicant, in'the above-stylad ¢afise, secks an amendaent to Division Order No. R=6649 which .
authorized compiilsory podling in Section 33, Townshxp 22 South; Kanpe 30 Lasty Langlic{Field, to
extend to February 1, 1982 the commencemant-of drilling required in said order.

Applxc tion of ARCO 011 and Cas Compﬂny for sall wrter disposal, Lea County, New Mexico:
Applicant, in the above-styled cause, sceks aathority to dispose of plOdHCCd salt water into the

Seven legr%-Quoon formation at a depth of 2996 ‘feet to 3186 fect 'in"its R. S, Crosby Well No. A-2
lacated in Unit L of Section 28, Township 25 South, Ranze 37 East, Langlie Mattix Pool.

(Cunt:nuud frum June 3, 1981 Examlnur Hearxng)

Applxcatxon of Inexco 0il Company for pooI creatxon pﬂcxdl p001 rales, dnd anoil! dxscovery nllow—

. able, Eddy County, ch Mekico. Appllcent,vln “the abov=~acyled cause, seeks the creation’of a‘new

Wolfcamp 0il pool for its Fedéral 10 State Com,-Hell Na. 1 located in Onit L of Section 10, Town-
ship 21 Sotth;, Range 26 Fast, and the promulgation of special rules therefor, including provisions
for. 160-acre spacing. - Applicant - :further seeks thc asstgnr*nt of approximatcly 42,290 barréls of
dxscovery allowvable to the aforesald well. .

(Confihued"from June 17, 1981, Bxaminér Hearing)

Application of Northwast Pipeline'Corporatéon fo¥ a dual completion and downhole comaingling, Rio
Arriba County, New Mexico. Applxcanc, in the’ above~stvled cause, seecks authority to dually complete
its Rosa Unit Well No.: 77 located in'Unit L of Section 33, Township 31 North; Range 5 West, to’ pro-
duce: gas from the Mesaverde formation and commivgled Gnllup and Dakota production’ through separate

strings of tubxng.

Appllcatzon of ‘Gulf 0iY’ Corporatlon for rescxssxon of vaxsxoh Order No. R-2429- C, Pddy County,
New Mexico. :Applicant, in the above- SCylcd cauqe,‘seexs the rescission of Nivision Order No.

R-2429-C whlch authorized :320-3¢re spacing vnits in the Fhite Clty-Pennsylvanlan Gas" Pool.  Appli-

cant _séeks the relnst1rencnt of 640-acre spacing tnits in said pool with provxsxon for 320-acre

Applxcat:nn of'Ji Grebory “errxon and Robert L.: ayleqs for amendment of pool rules, contractzon
of the Otero ~Gallup Posl, ~and’ ewtens'on ‘of the Nevils: Fork- Caxlup Associated Pool, Rio Arriba

Cou 1ty New Mexico. Applxcant, in above~stylcd caugg, seeks ‘the amendment of the Devxls Fork~
up Associatad Pool Rules to provide :for ‘160=acre spacing rather than’ 80 acres.  Appli
furthet seoks the contraction of tlie: Otero-c111up Pool by the deletion of tne” foliowlng

eage.

CEf2 and ‘NE/G SM/G of Section .2, Township 26 Nerth, Range 6 West, and the £/2 of faction: 35; Town-

“,shxp 25 North, ;Range 6 West, Applxcant seeks the extension of the ‘Devils Fork- G111up,Assoctated

CASE 7297:

In Townshlp 25 North Range 6 west“ SL/& of Sectxon 334

Pool ‘to 1ncludc the” followxng acreage: In Townshxp 24 N6reh; Range 6 West: Allof Séctions 2

and®3; S/2-and"NE/4 of ‘Scction 4; S/2 of Section 5;:8/2 of Section 63 and N/2 of Section 11.
$/2 of Sectién 347 and” altier Section 35.

(Thls case will Ee dzsmxssed.)

¢

Appllcatxon of Amoéo Productxon Company for an NGPA deternxnatxoh, Eddy Count
Applicant, in the ‘above-styled. cause, sccks a new onshore-reservoir determinat
formation for its Alley Unit Well No. I in'Uait E of Section 1, Township 19 South, Range 25 East.
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“{This case will be dismissed.)

qpmNGPA‘détefhinﬂcion, Eddy County,‘ﬂeﬁ‘ﬂé$ic6, :
a new 6n@h6;e‘:éscrvcif Aseaymindrion inthe. Morrow. .
1 in Unit I of Section 1, Township 22 South,

Appligaticn of Amaco production’ Company for
Applicant, in the gbove-stylgd cause, seeks
formation for its Lancaster Springs Com Well No.

Range 26 East.

(This case will be dismissed.)

Application”of Amoco Production Company for an NCPA determination, Eddy County, New Mexico,
Applicant, in: the above-styled cduse, seeks a~newkonshore'repervoir determination in the Morcow
formation-for its state 1L Com Well No. 1 in Uait G of Section 3, Township 19 South, Range 24
‘East. > ,
Application of 'Dpjmé‘*‘pétfoxemn-car_‘g’ag‘aﬁan; for designation of a tight formation, Sandoval County,
New Mexico. ‘Applicant, in the above-styled cause, seeks the designation of the Chacra forrmation -
underlying portions of Townships 21 and 22 North, Ranges 5, 6, and 7 West, containing 73,015
acres, more or less; as altight formation pursuant to Section 107 of the Natural Gas Policy Act

and 18 CFR Section 271.701-705.

‘ In>:hekw#tter;gf“thé;§ aring called §y‘@ﬁe 0il Con
creatingy rédesignatiﬁg;'and extending vertical an

Zddy, Lea, andJRoosevelc'Cdunties, New Mexico:

servation Division on ils own, motion for an order
d horizontal limits of cértain pools in Chaves,

clagsified as a'gas poéfffdr Mofiddibiddhﬁtibn
The discovery well is Grace Petroleum Corporation

‘(a) CREATE a ngwipboi in Lea County, New Mexico;
4, Townchip 19 Solth, Range 32 East,

and designated as the East Lusk-Morrow Gas Pool.
West Tonto F " Com Well No. 1 located in Unit L of Section 2
NnPM: Said pool would ‘comprise: )

TOUNSHIP 19 SOUTH, RANGE 32 EAST, NYPM

Saction 24: W/Z

(b) CREATE a new pool in Roosevelt County; ! classified as an oil pool For Miscissippian
pidcustion ard designated as the Petersor Misyissippian Pool. The dizcevory well is Eneerch |
Explezatiza, Inc, Finley Well No. 'l located in Unit A of Section 6, Towirhip S South, Range 33 East,
NMPM. ©Caid pool would comprise: '

TOWNSHIP 4 SOUTH, RANGE 33 EAST, NMPM

Section 28: SW/4

Section 29:  5/2

Section 32: W/2

New Mexico,

TOWNSHIP 'S SOUTH, RANGE 33 EAST, NMPM -
Section 5: NW/4- )
Section 6: NE/&4

“elassified es a gas pool for Wolfcamp production
The discovéry well is Axoco Production :

() Q?BA@E_é;pew‘Pool‘in Lea Coun;y,.Newvﬂexicb,
17, Township 26 South, Range 33 East, NMPM.

and’ designated as the $alado Draw-Wolféamp Gas Pool.
State GR Well No. 1 located in Unit G of Section’

c < E) ?ﬁ'y- ‘
Said pool would comprise:
: ) oy %
. TOMNSMIP 26 SOUTH, RANCE 3 CEAST, NMPM f
} Section 17: E/2 T I
(2) *CREATE “FﬁdélJiqfngg‘County;,ﬂeﬁ‘Mexico.5éiéékifieﬁ ai a gas pobltfor‘Straﬁﬁ>bébdqccion
tiia Taldo=Strawn Ga¥ Pool. The discovery well is American Trading and Producing

and designated as ti 4 ; ;i 3 :
Corporation “Talco Unit Well No.'l Located in Unit H of Section 11, Township 26 South, Range 35
East, NMPM, Said pool would comprise: : :
| ToUNSHIP 26 SOTH, RANGE 15 EAST, NUPM
, Section 11: E/2

(e), REDESiGNATE::ﬁE’Luhk-Sevén Rivers Posl in Leéa County, New Mexico, fo ihe North Lusl:~Seven
‘Rivers Pool described as: : ’ - o

TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM

Section 3: All
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() EXTEND ‘the vertical linits of the Lusk-Ynten Pool in Eddy and Lea Counties, New’ ﬂe“

- ..o‘mcl‘udc the Seven  Rivers fotmation and radasignate pool as.the Lusk Yates=Seven Rivara Posl.

described as:

TOWNSHIP 19 SOUTH, RANGE 31 EAST, NMPM
Socetion 24: ALl

. TOMNSHIP 19 SOUTH, RANCE 32 EAST, NMPM
Section 19: W/2'and W/2 NE/4

(g) EXTEND the Angell Ranch Atoka-Morrow Gas Pool in Eddy CQuEty, New Mexico, to include tharein:

TOWNSHIP 19 SOUTH, RANGE 27 EAST, NMPM
Section 11: S/2 ~
Section 14: 7 All .

"TOWNSHIP 19 SOUTH, RANGE 28 EAST, NMPM
Section 32:. S/2

(r) EXTEND the Antelope Ridge=Atoka Cas Poo) iﬁ Lea Counc;) New Mexico, to include therein:

' TOWNSHIP 23 SOUTH; RANGE 34 EAST, NMPM ,
Section 2:  W/2 and NE/4 . &
Sec:ioﬂ'll: W/i2 :

i) -EXTEND the Atoka-Yeso Pool 1n Eddy County, New Mexico, to inclide thereln.

7rowwsu:p 18 ‘soUTH,. mcs 26 EAST, NMPM
Section 26: NW/4 SW/4
Section 33:. S/2°SE/4:

TOWNSHIP 19 SOUTH, RANGE 26 EAST, NMPM
Section 4: NW/ 4 NE/IO

kj)' EXTEND the Boyd-Morrow Gas Pool in Eddy County, ‘New Mexico, to -inclide therezn.

TWNSHIP 18 soum RANGE zt. EAST NMPM
Section 34:  S/2

TO'UNSHIPIS SOUTH, RANGE 75 EAST,_NMPM
Section 34: E/2

TOWNSHIP 19 SOUTH, RANGE 24 EAST, NMPM .
Section 3:  All ] o »
Section 10:° N/2
Seccxon 11:  w/2

(k) EXTEND the Bull's Eye-San Andrea Pool in Chaves County, New Mexice, to include therein:

o

'TWNSHIP 8 SOUTH, RANGE 28 EAST NMPM
Sectxon 12: N/2 SE/4

»'TOVNSHIP 8 SOUTH, RANGE 29 EAST, NMPM:
Section 7: N/Z SW/é-

: ; (1) {EXTEND the South Culebra Bluff*ﬂone Sprtnga Pool ia Eddy Coun:y, Neu Haxzca, to xnclude
2 S - therein: -

TOHNSHIP 23 SOUTH RANGE 28 EAST, NMPM
Ssction 27: “N/27NE/G

(m)  EXTEND the Dubl;n Raneh—Atokl Gas Pool in Eddy Cnunty. New Hextco, to include thersin:

TDUNSHIP 22 SOUTH RANGE 28 EAST, NMPM
Sectxon 33: N/2

::) EXTEND the Ea-t Eagle Creek Atoka-Morrow Gas Pool in Eddy County. New Mexico, to include
erein: .

TOHNSHIP 17 SOUTH, RANGE 26 EAST, NMPM

Sectxon 30: N/2

L i
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(o) EXTEND the Southiest Ednlée-San Andres’Pool”in:Led’ County, New Mexico, to include therein: o

TOWNSIIP 22 SOUTH, RANGE 37 EAST, NVPM
Section 17: NE/4

(p) EXTEND the Cem-Morrow Gas Pool in Lea County, New Mexico, to inélude therein:

- . TOWNSHIP 19 SOUTIH, RANCE 33 EAST, NMPY
Section 31: E/2

(q) EXTEND the Cladiola-Wolfcamp Pool in Lea County, New Mexico, to include therein:

TOKNSHIP 12 SOUTH, RANGE 38 EAST, NMPM
Section 20: NE/4
Section 2117 N/2 : R DS SR S . S s

(r) EXTEND the Gfayburg Jackson Seven vaers-Queen-Gravburg-San Andres’ Pool in Eddy County"
New Mexice, to include theréin:
' TOWNSMIP 17 ‘SOUTH, ‘RANGE 31 EAST, NMPM
Section 1l: W/2 SW/4

(8) " EXTEND the North Illxnoxs Camp-Morrow ‘Cas Pool in Eddy County, New Nexmco, to include
therein:

TOWNSHIP 18 SOUTH RANGE 28 EAST, NMPM
Section 16 Ef2

(t) - EXTEND the Langlie Mattix Seven’ vaers-Queen-Graybvrg Poot in Lea County; New Mex1co,
to 1nclude therein:

TOVNSHIP 27 'SOUTH, RANGE 37 EAST, MMPM
Section 31:. SW/4

v S (u) - .XTEND ‘the North LOV1ng—Morrow Gas Pool in Eddy Lounty, “New Mexico, to xnclude therexn'

: : - ;
i ‘ TOWNSHIP 73 SOUTH, RANGE 28 EAST,‘ NMPM
: o Section 7: S/2

-
(v) EXTEND thg West’ Nadxne—BILnebry Pool in Lea County, New Mexxco, to 1nclude ‘therein:

H . TUWNSHIP 20 SOUTHiiRANGE 38 EAST, NWPW _1"
Sectign 5: < E/2
Section B:  NE/4

(v) “EXTEND the East Red Lake Queen-Graybuig Pool in Eddy County, New Mexico, to include thersin: '

TOWNSHIP 16 SOUTH, RANGE 28 EAST. NMPM
Section 25: w/z NE/& and NNM SE/4

: ;5
T : (x) EXTEN™" the Rxchatd Knob Atoka—Hortow ‘Gas Pool in Eddy County, New Hex1co, to include
) ©tlierein:

TUWNS"IP 18 SOUTH RANGE 25 EAST, NMPM
‘Section 9: N/?

“Ay) EX*END the West’ Sawyer-San Andres Pool in Lea County, New Hexxco, to include therexn.

TUUNSHIP 9 SOUTH RANGE 37 EAST, NMPM ! ‘
Section '16: 'S/2- L ) ;' PR -

Poen (z) EXTEND the Scharb-ﬂoifcaﬁﬁ"?ool in Lea Co(nty, New Mexico, ro ‘i:iclude therein:

 TOWNSHIP 19 soum RANGE 35 EAST, mu
Section 5: E/2 ’ ‘ -
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(aa) EXTEND thé.Tonahayk~San Andres Pool in Roosevelt County, New Mexico, to inelideé rlicrein:

TOWNSHIP 7 SOUTH, RANGE 32 EAST, HMUM
Section 19: “NW/4

(bb) EXTEND the Wantz-Abo Pool in Lea County, New Mexico, to include therein:

. . TOWNSHIP 22 SOUTU;'RANCE 37 EAST, HMPM
’ Section 1ll: - SW/4
Section l4:  NW/4

e e fesedetedels

A AR A A AR Sk S T e R e et 2 e B R n R e e R e S W e e e e et 2 S A e e e e e e S e e i e

Docket No. 21-81

DOCKET: _COMMISSION HEARING - WEDNESDAY - JULY &, 1981

ot covsr:xwmon COMMISSION = 9 A.M. - ROOM 205
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 7226: * (DE NOVO)

Application of Enserch £ xploratxon, Inc: Eor
Applicant, in" the above- styled cause,‘seeks ‘authority to dispose of produced ‘sdlt water into
the Montoyva format\on in the interval frenm 7902 faet $577930 feet in-ite Rader Well No. 27in
Unit E of Section 32, ow1sh1p 5 South, Range 33 East.

- Upon appllcac10n of Enserch Exploratxon, Ine, thxs case w111 be hea.d De Rovo pursuanr to“the
provisions of Rule 1220,

CiSE 7275: (Con’tinu‘ed from June 17, 1981, Examiner Hearing)

- Yates for’ compulsory pool1ng, Eddy C~‘nty, New Mexico: . .
Applxcant, in ‘the abov tyled cause, seeks an-order., pootin all mineral 1nterests,‘ the’

Wol fcamip~Pérnsylva ] : ' uth, Raage
27 East, to be dedicated to a well to be dxxlled 'a'stand od 10°aclon therédon. Also to be
considéred will be the cost of drxllxng and’ complet1ng said well and“the’ allocntxon of the cost
thereof as well as actual operatxng costs and charges for supe.vxszon, des;gnatxon of applicant
as operator of the well, and a charge for risk’ involved in drilling said well,

Applxcatxon of S:

CASE 7270: (Continded from June 17,‘1981, Examihét‘Heéiihg)

lic 1 : *yalty Company for compz lsoty poollng, Edd:'County,‘Eew Mexico.
Appl1can:, inith _bov,’styled cause;’ seeks an order poolxng all mxn: al'interests in the"
Wolfcamp and: Pennsylvanxan formations underlying the N/2 6f Section ownship 19 -South,
Range 27 East)! to be-dedicated to its Pecos River ‘Federal’ 21-A' Com Nell Noi 1 drilled'at a

. standard location’ therecn.f Also to be COnSldeted w'll ‘b2 the cost of dr;llxng and completing
- said well’ and’ the allocatxcn ‘of the cost thereof as well ‘as actual ‘operating cests and chargos
< for' auperV1sxon, desxgnacxon of applicant as“opeiator of the well, ‘and a charge for risk in-
volved in‘dritling ‘said well,

WatéE” di pbéél."k&dsevélé County, Néw Mexico. -
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SANTA FE 746:3808

G HOEL M, CARSbN [ B DRAWER 233
CHAD DICKERSON ARTESIA, NEW MEXICO 88210
DAVID R.VANDIVER

"June 2, 1981

Mr. Joe D. Ramey, Dlrector .

,Energy and Minerals Department

0il Conservation Division o5 '7,;5?0
"P. O. Box 2088 ~ : - Laae-
" 'Santa Fe, New Mexico 87501 ‘ :

"Re: Curtis "QR" Com. No. 1 Well
NE/4 Sec. 26, T—5-S R=24- E, NMPM
Chaves County, New ‘Mexico

e

Dear Mr. Ramey:

Enclosed for filing, please find three copies of the Appllcatlon
‘of Yates Petroleum ‘Corporation for Compulsory Poollng in Chaves

County, New Mex1co.

s T DT

We ask that thlS case be set for hearlng before an exam1ner and
that ‘you furnlsh Us with a docket of said hearing. , : )

e e A A B e

Thank you.

Sincerely yours, : ' |

'LOSEE CARSON & DICKERSON, P A.‘ ' |

CD pvm

LSS LA o S A G )

cc w/enclosure: Mrs. Janet Moreau

N YD i i 51
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BEFORE THE OIL CONS

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
YATES PETROLEUM CORPORATION FOR
COMPULSORY ' POOLING, CHAVES COUNTY,

NEW MEXICO

250

PRENEERANEREC S

CASE NO.

PPSEEEY T T IR Y IR 1

APPLICATION

its attor-

'COMES NOW ‘Yates Petroleum corporation, by

and in- support hereof, respectfully states:

néYSi,
1. Appllcant has the right to drill its Curtls "OR"
Com. No. 1 well, to a depth suffli;;nt to test all formatlons
0

from the surface through the Pennsvlvanfan formatlon, whlch 1s’to‘

be located at a point 660 feet fruu the north 11ne and 660 feet

from fhe east line of Section 26, Townshlp 5 South, Range 24

'East, NJM. P M., Chaves County, New Mexico.

t will dedicate the NB/4 of said sec-—

s in the proratlon

2. The appllcan

tlon to this well, and there are 1nterest owner

ool their 1nterests. The party who

un1t ‘who have rot aqreed to P

and his last known address

hes%not'agreed to poolvhiS“lnterest,

1s as follows.

NAME

209 S. LaSalle Street

John‘william“WOOG
’ : Chicago 4, T1llinois

3. Applicant should b
well and the proration unit. ‘ui

4, To av01d the dr1111ng of unnecessary wells, to
protect correlatlve rights and to afford to ‘the owner of each

interest “in sald “unit the- opporturl ¥

out unnecessary expense, his Just and fair share of the gas in

said unit, all mlneral interests, whatever they may be, from the

surface throuqh ‘the Pennyslvanian formatlon, underlying the NE/4

of said Section 26, should be pooled.

e ‘designated the operator of the

1t kg yecover or recelve w1th-

SO VV“G’HVATK)4£”VF;G\f"WW“”"*' O
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5. That any non~cohséhting working interest owner
that does not pay his share of estlmated well costs should have

withheld from production his share of the reasonable well costs,

fplus- an additional 200% thereof as a reasonable charge for the

risk invdlved in‘thezdrilling of the well.

6. Applicant should be authorized to’ withhold from
production the proportionate share of a’réasonable supervision
charge for drilling and préducing wells attributable to each non-
ééhsentiﬁg‘wOikiﬁg interest owner.

WHEREFORE, applicant ﬁfﬁys°

A. That thls appllcatlon ‘be set for hearlng ‘before an

lexaminer and that notice of said hearlng be glven as required by

‘ law. . : : it sj»v

B. That upon hearing the Divisioh enter "its order
pooling all mineral interests, whatever they may be, from the

surface through the Pennsylvanian formation undérlying the NE/4

of Section 26, Township 5 South, Range 24 East, N,M.P.M., Chaves

County, New Mexico, to form a 160-acre Spacing‘ﬁnit dédidated to
applicant's well.
C. And for such other and,further relief as may be

just in the premises. - ‘ 8 - - o

YATES PETROLEUM CORPORATION

-

‘Chad Dickerson

LOSFE CARSON & DICKERSON P.A.
P, O. Drawer 239 :
Artesia, New Mexico 88210

Attorneys for Applicant
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CCONSERYATION DIVISION
Ot SO MTA £

BEFORF THE OIL CONSERVATION DIVISION

OF THE STATE OF NFW MEXICO

IN TRE MATTER CF THE APPLICATION OF :

YATES PETROLEUM CORPORATION FOR 3 -
COMPULSORY PQOLING, CHAVES COUNTY, CASE NO, 2LG0
PEW MRXTCO : H

APPLICATION

COMPS NOW Yates Petroleum Corporation, by its attor-
nevs, and in subporifherébf; feSpeétfﬁliy states:

1.  rpplicsnt has the right te drill its Curtis "OR™
Com, Mo, 1 Rell, to & depth sufficient to test ali formafions
ft&m the surface thrdudah tﬁe~?égis;%vaﬁtéﬁ‘formaﬁicn,'whiéh is to
be located st a point 660 feet from the north line and 660 feet
fréh the east line.of Section 26, Township 5 South, Range 24
Easﬁp'N.M.P.M.,'Chaveé7Céﬁnty;'ﬂéw Mexico. ;

2. The épplicant will dedicate the ﬁﬁ/é of said sec-

tion to this well, and there are interest owners in the proration

-~ unit whc”havéfgéﬁ aqreed to pool their interests. The party who

vhas”not agreed to pool his interest, and‘his’laSt Known addreds

is as follows:

NAME | . aDDRESS
John William Wood 209 S. LaSalle Street

Chicago 4, Illinois

3. Applicant should be designated the operatér:of the

‘well and the proratioh unit.

4. To avoid the drilling of unnecessary wells, to
protéét_qorrelative“fiﬁhts'snd to afférdﬁﬁo"tﬁé*ownét of each

interest in said unit the ophortunity to recover or;rééeiﬁébﬁiih—lf

‘out unnecemsary expense, his dust and fair share of the gas in

said unit, al) mineral interests, whatever they may be, from the
surface throvgh the Pennyslvanian formation, underlying the NE/4

of said Section 26, shoulé be pooled.




5, That any non-consenting workino interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the ressonable well costs,
“plus an additional 200% thereof as a réasonable charge for the
risk involved in the drilling’of'ihe well,

A

6. Appilcant should be authorized to withhold from

(e A

Droduction the proportionare share ot a rpasonable supervision
charge’ for drllling ‘and produu1ng wells attributable to each non-
consentinc workinq interest” owner.

| wHERFﬁdﬁb anpllranr nravs-

A. That th1q application be set for hearing before an
examiner and that notice of saié hearing be given aS‘requlred by
law.

B; That upon hearing the Division enter its order
pooling &ll mineral’iﬁEerests,,whatever they may be, from £5e5>
surface through tke Pannsylvanian formation underlying the NE/4
of Section 26, Township sysouth, Range 24 East, N.M.P.M., Chaves
Couhty, New Mexico, to form a 160-acre spacing unit dedicated_io
applicant 8 well. - : K e

C. And for such other and further relief as may be
juét'ih*the premises. | 7

YATES PETROLEUM CORPORATION

£

Chad Dickerson

LQéFF, CARSON & DICKERSON, P.A,
Q. Drawer 239
Artesia, New Mexico 88210

Attorneys for:Applicant
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 SANTA FE
REFORR THE OIL COf HEBUATION DIVISION
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lsk

OF THE STATE OF NFEW MEXICO

- IN THE MATTER OF THE APPLICATION OF
YATES PETROLEU¥ CORPORATION FOR -
COMPULSORY POOLING, CHAVES COURTY,
NEW MEXICO

CASE NC. 779¢

% e S8 sr  ae

AﬁpLx¢ATIos

COHFﬁ NOW Yates Petroleum Corporat1on, by its attor-
neys, and in- sunport hereof, respectfully s tates-

1. App11oant ‘has the riﬂhr to arill 1ts Curtis "QR"
Com. No. 1 Well, to a depth sufficient to test all formations
| from the surface throuah the‘Penrsv%Q%ﬁch formation, which is to
be located at a point 660 feet from the north line and 660 feet
from the east line of Sectién 26, Township 5 South,nRange 24
Fast, N.M.P.M.,véhaVeS‘Céuhty, New Mexico.

2. The applicant will dedicate the KE/4 of said sec-.
tion to this well, and there are interest owners in thé proration
dﬁit who have not agréeé to pcoliﬁhéir interests. The party who
has not agreed to pool his 1ntetest, and his last known address

is as follows:

. NAME R SR Amm%sr“nw
John William Wood : 209 &, LaSalle Street

v Chicaqo 4, Illinois
'3, . Bpplicant should be designated the operatdr~of”thg
- well end:the proration unit.{ '

'~4. 1o avoid the drilling of unnecessary uells, to
protect correlative rlqhts and to afford to the ownet of each
intarest ‘in said unit’ the opportuniry to recover or: receive ‘with=-
out unnecessary ‘oxpense, His 4usf and - faxr Bhare ¢f the gas in
said unit, all mineral interests, whatever they may be, from the
surface throvgh the Pennyelvanian formation, underlying the NE/4

of said Section 26, should be pooled.




5. That  any non-cousenging workxing interest owﬁer
that does not pav hisg share of estinated well costs should have
withheﬁd fromknroduction his share of the reasonable well costs,
plus an additidqgl 2008 thereof as 2 reasonable charge for the
risk involved in the drilllig of the well.

6. Apﬁlicant should be authorizeéd tc withhold from

production the proportionate share of a reasonable supervision

charqe fdi’drf1ling and prbdhcing wells attributable”to~each non-
consenting working interest owner.
‘ ‘EEEREFORE,képpiicant piays:

A. thst thie application be set for hearing before an
exaniner and that notice of said hearing be given as reguired by
taw. -

B. That'up0n hearing the Di;isibh ehtér'its order
poéiiﬁq ail ﬁihéral inteféﬁta, whatever ﬁhey may be, from the
surface through the Pebnsylvaﬁiah formation underlying the NE/4
of Section 26, Township 5 South, Range 24 East, H.M.P.K., Chaves
kCohhty)fNéﬁ’Hexico, to form a 160-acre,spécing unit Bedibatedlio

> 'applicant's well. : | |

C. And for such other and further relief as may ‘be
just in the”ptemiéés} d , | |

YATES PETROLEUM CORPORATION

"By (A2 A
‘Chad Dickerason :

 LOSEE, CARSON & DICKERSON, P.A.
P. O. Drawer 239 o
Artesia, New Kexico '88210

jAttornéys for Applicant




G STATE OF NEW MEXICO
‘ENERGY AND MINERALS DEPARTMENT

T UOIL CONSERVATION DIVISION -~

IN‘THE”MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

'CASE NO. 7250

Oorder No. R~ (D7 [

Y POULING,
//CHAVES COUNTY, NEW MEXICO. :

ORDER OF THE DIVISION

BY THE DIVISTON:

V?This cause cqme-on'fér hearing at 9 a.m. on July 2

1981 , at santa Fe, New Mexico, before Examiner Richaid L. Stametl

NOW, on this day of , 19  , the pivisioh

‘Director,fhaving considéfédzﬁhe'testimohy, the record, and the
fécémméndatidﬁs‘bk‘the Examinér, and“beingffuliy aévised‘in‘fhe‘_.
;pteﬁisesit | | |
FINDS:
(1,' That due:publiC'nbtice'having'beén giVen'éstreQﬁiredéby'
law, the Division hés'ghrisdict;On“cf this cause and the subject
‘matter thereof. . |

’(2) That the appllcant, Yates Petroleum Corporatlon G ‘

seeks an Order poollng all m1nera1 interestsxnthe ASO

formation 3 underlylng the’ NE/4 7
'bf‘SectiOn 26 ; fdwﬁéhip 5 South ,”Range 24 Eést
‘NMPM, RS .+ ____ Chaves County, New
Mexico. »~ |
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(3) That the applicant has the right to drill and proposes

to drill a well at a standard location thereon 4 '

(4) That there are interest owners in the proposed proration
unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to

'pro€ECtVéOrreIafive‘righ£S/ and to afford to the owner of each

interest in said unit the Opportﬁniiy’to.rébover or récéive,
wiﬁﬁﬁﬁﬁ'UhneCeséary’ékpénsé“his just and fair share of the gas
in 'said pobl, the subject Application should’Be' approved by
pobliﬁg“éfrﬁniné}§1"interésts;'whatever“ihq'mayzbe,»wifﬁin'said
unit. | | a | - :

(6) That the applicant should be designated the operator

of the subject well and unit.

(7) That any non-consenting working interest owner should
be affdrded the opportunity to pay his share of estimated well

costs to the operator in lieu of paying his share of reasonable

‘well costs out of production.

/

(8) That any hdn-consehtiﬁg working intefeéf‘dﬁher who

‘does not‘pé§'his'éhére'of estimated well costs should have

withheld from production his share of the:reasonable well costs ™
plus &n édditioﬁainjgg_‘percént thereof ég“a"réaéonable‘éharéé
for the risk involved in the drilling of the weil.

(9) Tﬁétyany»ncn¥c0n§éhting interest owner shbﬁld be
»affofééd‘the'Oppbffﬁﬁfty“to oﬁjéét-tbjthe'ﬁcﬁuél“Wéil‘cdStsvbut
that actual well costs should be adopted as the reasonable well
costs in the absence of such oBjection,

(10) That foIloWing”éeterminKtién:bf“reasdnéSie:wéil costs,
any non-consenting qukiﬁé‘ihtérest‘qwner who has paid his
share ot egtimétéd“ccstSfSﬁbuld‘pay7to‘the‘6;’5erat’6f*"any°?amfiiihtw~w
that reasonable well costs exCeed‘estimated well costs and
shouid‘redeive frdm:fhe'épgrator any émount that.Faia eStiﬁétéd

well costs exceed reasonable well costs.




s . & E PR » i : 3 35 \
(11): -That $_Z3¢9 ___  .per month while drilling and

23 & , , “ o s
$ 20 per month while producing should be fixed as reasoh~

able Chargee for supervision (combined fixed rates); that the
operator should be authorized to withhold frem production the
proportionate Shate of such Supefvisich charges attributable to
each non-consenting working intexest,Vahd,inaadditioh thereto,
the operator should’be authorized to withhold from proauctiéhrthe
proportionate share of actual expenditures tequired‘for operating

the subject well, not in excess of what are reasonable, attrigutablef

to each nOn*éohsehtiﬁ§‘werking‘intetest.

(12) @hét~all'proeeeds from'produétibn°from'theieubjéét T
well wHidh ate ot disburssd for any reasen shohla be pldcsd
in escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(13) That’ugon‘the‘failure“of'the Opetator of said pooled

; S init to commence drilling of the well to which said unit is.
dedicated on or before A Zo'e)méu—j, /?3'/ ~, the order o

P pooling said ‘unit should become null and void and of no effect

whatsoever.

IT 18 THEREFORE ORDERED.

'(l) That all mineral 1nterests[ whatever they may be, : i

in the Abo X  formation underlylng the Nggg ;
of Secthn 26 ‘ ToWnshipu”S South . Range 24 East i p é«
1 NMPM, '.' - 2 }’ Chaves County, ‘New mex‘ee,b‘é~ff}\
} are hereby’ pooled to form 'a standard - 4@Q _acre gas spacing = ;ﬁﬁﬂ

land proratlon unit to be dedlcated to a well to be drilled

at a standard locatlon ‘thereon

PROVIDED 'HOWEVER, that the operator of said unit shall

eommence the drlllxng of sald well on or before the éEVA‘day of
A/Q A!f ., 1981, and shall thereafter continue the drlllll’lﬁ .

of sald well w1th due dxligence to a depth suff1c1ent to test the |

Abo B ' . formatlon.

PROVIDED FbRTﬁER, that in the event said operator doés not
commence the drilling of said well on'or before the IZZ-sz day of
o viors der__ , 198l , order (1) of this order shall be nuil

and void and of no effect whatsoever, unless said operator obtains

§ , a time extension from the . pivision for good cause shown.




‘thevDiVieion'aﬁd each known Workiﬁg'ihtereSt'gwﬁer‘in the subject

‘no objectlon to the actual well costs is received by the D1v1510n

fdetermlne reasonable ‘well costs after public notlce and hearlng.v,

has paid his share of estimated costs in advance as provided

PROVIDED'FbRTHER, that should said well not be drilled to
completion, or abandoﬁment, within 120 days after commencement
thereof, said operator shall appear before the'ﬁdviSion Director a
show cause why Order (1) of this order should not be resCinded.J}

(2) That Yates Petroleum Corporatlon is hereby designated

the operator of the subject well and unlt.
(3) ~That after the effectlve ‘date of this’ order and within

Sm'days prior to commencing said well, the operator shall fﬁfhish

(4) “That w1th1n 30 days from the date the schedule of
estimated well costs is furnished tO'hlm, any non—consentlng
worklng interest owner shall have the right to pay hls share
of estimated well costs to the operator in lieu of paylng hls
share of reasonable well costs out of productlon, and that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

(5) That the ope;ator shall furnish the Division and each
known WOrkihg“ihtereet oﬁner an itemized schedule of actual well

costs within 90 daYs*folloﬁiﬁé COﬁ§IEtion‘Of the well; thatiif‘

‘and the Division has not obJected w1th1n 45 days followlng recelpt
of said schedule, ‘the ‘actual well costs shall be the reasonable
well costs; provided hoWever, that'if there is an objection to

actual well costs within said 45- day period the’ Div1510n will

(6) That withln 60 days follow1ng determlnatlon of reason~

able well costs, any non-consentlng working ‘interest owner who- o
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above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receiVe from the operdtor his pro rata share of the amount that

‘estimated well costs exceed reasonable well costs.

(7) Th&t the operé£or is‘hereBY'authorized to withhold
fﬁhe following costs and charges from proaﬁctioh-

(A) The pro rata share of reasonable well . costs
attrlbutable to each non- consenting worklng
1nterest owner who has not pald his share of
estlmated well costs w1th1n 30" days from the
date the schedule of estimated well costs is
furnished to him. . | N B

(B) As a charge for £he7fisk“invclved'inAfhsV 7 _
drilling ’of the wsli, ,2[1'.0,_. percent '_of‘th’ew pro r"atﬁi

share of reasonable well costs attributable

e W i A

to each ncn—ccn5enéing'working interest
owner who has not paid his share of estimated g
“well costs wiﬁhfn'30'daYS'frcm the date the

schedule of estimated well costs is furnished

to him. o
- (8) That the operator shall dlstrlbute Sald costs and
charges w1thhe1d from production to the parties who advanced

the well costs; . .
G , 2L s Gl : ‘
(9) That $_AYY . per month' while drilling and

" y 4 ’ K ; ; ool
S ?\80“‘ per month while producing are hereby fixed as

‘Teasonable charges for supervision (combined fixed rates); thét”éﬁls

operator is hereby authorized to'wiﬁﬁhcidffrom production the

proportionate share of such supervision charges attributable to-

éaCh,nohJconsehting"wcrkiﬁg iﬁierest; and in addificﬁ‘fhéreto)'the
operator is hereby authorized o witﬁﬁcld;from production the
proportionate share of actual eXpenditures-required for operating
such well, not in excess of what are reasonable, attributable to

each non~consent1ng working interest.
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(10} That any unsevered mineral interest shall be considere
a seven-eighths (7/8) working interest and a one-eighth (l/é)
royalty interest for the purpése of allocating costs and charges
under the terms of this order.

(11) fhat any well costs or charges which are to be paid
oﬁt“of<prbdu¢tidn éhéll'be'withhéid only from the'wbrking
interesth éhare‘éf produétféh,:éﬁd:no costs or charges shall
be withheld from production attributable to fayéiﬁy'iﬁférééts.

" (12) ‘That all proceeds frém*pfddﬁctidhifrbm'iheﬁéhﬁjéét

rell which'are not disbursed for any reason shall immediately

be placed in escrow in Chaves County, New Mexico, to be

paid ‘to the true owner thereof upon demand and proof of ownerships;
tﬁét‘%he operator shall ndtif? the Division of thé»name“and
address of said éSCrbwgageht within 30 days from the date of
firét:deposit with said escrow ageﬁt. ’ ;
fl3) That jurisdiction of this cause is retained f6r the 
entry of such further orders as the Division may deem necessary.
'pONElatfsanta‘Fe; New' Mexico, on the 'day and year herein-

‘above designated.
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